]2/

w National Vulcan

ENGIVEERING IKSURANCE GROUP LTD

REPORT AND ACCOUNTS
1987




National Vulean Engineering Insurance Group Limited

DIRECTORS
Chairman R. A. G. NEVILLE vRroD.
P. H. BARTRUM C. KING
W. G, NIVEN P. QUAILE
R. J. TAYLOR R. G. WARWICK
A, WATT
MANAGEMENT
A, WATT General Manager
G. A. HAMLETT Assistant General Manager
M. A. HUNT, BA, FC.LL. Assistant General Manager
C. KING, rc.s. Assistant General Manager
P. G. POLLARD, C.ENG., M.LMECH.E., M.LPM. Assistant General Manager

R. G. WARWICK, M.A(CANTAB), CENG, FLMECHE, FLEE  Chief Engineer

H. SILVER, Bartisier Secretary

HEAD OFFICE
St. Mary’s Parsonage, Manchester M60 9AP

REGISTERED OFFICE
i Bartholomew Lane, London EC2N 2AB

]
£l

-



REPORT OF THE DIRECTORS

Aclivities

The principal agtivity of tire Company is the transaction of engineering insurance business
and, together with its subsidiary, Vulcan Boiler Enginecring Services Limited, the inspection
of plant and machinery during construction and operation.

Profit and Dividends

The ‘profgt of }‘nc Group for the year, after (axation, amounted to £6,142,600.

An interim dividend of £150,000 was paid on Ist December, 1987 and the Directors
recommend a final dividend of £1,350,000 which will be payable on Ist July, 1988 leaving
profits retained of £4,642,000.

Directors
The Directors named on page 4 served during the year.

Ml:. G.' Bpwlcr' also served until he resigned on 30th June 1987 consequent upon him
relinquishing his exccutive position with the Sun Alliance Insurince Group.

The following Directors retire by rotation and, being cligible, will be proposed for re-clection:-
Mr, C. King Mr. P. Quaile Mr. R. 1. Taylor

The interests of Directors in the shares of 25p each of Sun Alliance and London Insurance
plc and options over shares granted under the Sun Alliance Savings Related Share Option
Scheme are as follows:—

At Ist January and 3lst December 1987

Shares Option over shares
C. King — 2,370
R. G. Warwick 400 2,370
A, Watt —_ 2,370
Employees

The Company is committed to employee involvement and provides employees with
information on matters concerning them by way of circulars, notices, in-house publications,
meetings, conferences and training schemes where applicable.

Regular negotiations together with, when appropriate, consultation and discussions on various
subjects are held between General Management and Manufacturing, Science and Finance
(previously Associated of Scientific Technical and Managerial Staffs).

Staff are encouraged to utilise an Award Scheme which provides a vehicle for suggestions
and comments. Staff participate in a Self-Financing Productjvity Bonus Scheme.

A savings related share option scheme, is available to employees of this Company and its
subsidiaries to enable them to subscribe for shares in the Holding Company.

The continuing policy of the Group is to make available to the disabled, on recruitment
or subsequently, the fullest opportunities for employment, training, career development and
promotion.

Auditors
Spicer and Pegler changed their name on 18th January, 1988 to Spicer & Oppenheim and

accordingly sign their audit report in their new name. In accordance with Section 384 s
the Companies Act 1985 a resolution proposing the reappointment of Spicer & Oppenheim

as Auditors of the Company will be put to the Annual General Meeting.

AY
By order of tligDirectors

mmﬁ

10th March, 1988 ecretary



National Vulcan Engineering Insurance Group Limited

REPORT OF THE AUDITORS

Report of the Auditors to the Members of .
National Vulcan Engincering Insurance Group Limited

We have audited the accounts for the year ended 31st December, 1987 set out on pages 6
to 14 in accordance with approved audiling standards.

In our opinion these accounts comply with the provisions of the Companies Act 1985
applicable to insurance compantes.

12 Booth Street Manchester

11th March, 1988 Chartered Accountants

ACCOUNTING POLICIES

The principal accountil}g policies of the Group as set out below comply with UK. Statements
of Standard Accounting Practice to the extent that they are appropriate to insurance
companies.

(a) Group Accounts
The _ans.olidated Accoupts of the Group include the audited accounts of the Company’s
subsidiaries, Vuican Boiler Engineering Services Limited and National Vulcan Safety

Products Limited, drawn up to 31st December. The accounts of the other two subsidiaries
referred to in note 5 have not been consolidated.

(b} Exchange Rates

Assets and liabilities in foreign currencies are translated into sterling at rates ruling at
the year-end. Overseas proportional reinsurance business revenue transactions are
translated at rates ruling at the end of the treaty year of account, Other overseas revenuc
transactions are translated at rates prevailing during the year.

Realised foreign currency gains and losses, less taxation thereon, are taken to Retained

Profits while unrealised exchange differences, less taxation thereon, are taken to
Revaluation Reserve.



ACCOUNTING POLICIES continued

©

Insurance Business

(i) Underwriting Results

The insurance underwriting result is determined after making provision for unecarned
premiums and inspection fees, which are set aside to provide for periods of risk extending
beyond the end of the financial year, and for outstanding claims.

The resulis of proportional reinsurance business are determined one year after the end
of the treaty year of account.

(ii> Insurance Funds

Unearned premiums and fees in respect of insurance business are calculated on the 24ths
or more accurate methods after making proportionate allowances for commission and
other acquisition costs incurred in writing the business. Unearned premiums in respect
of proportional reinsurance business are calculated at 35% of the relevant premiums
for the closed treaty year, being the rate generally applied under the terms of the treaties
cemprising the business.

Qutstanding claims comprise provisions for the estimated cost of settling all claims
incurred up to but not paid at the balance sheet date, whether reported or not, and the
balance of the open year account for proporiional reinsurance business.

Insurance funds include provisions where necessary for estimated future losses on policies
and treaties in force at the balance sheet date,

(d) Capitalised Equipment

(e

®

(&)

Expenditure on motor cars, computer and office equipment is capitalised and depreciated
by equal annual instalments over the estimated useful lives of the assets.
Prior to 1985, such expenditure was fully charged to revenue and has not been capitalised.

Investment Income
Interest and dividends on investments other than ordinary shares are included on an
accruals basis. UK. dividend income is grossed up at the appropriate tax credit rate.

Taxation

The taxation charge in the Consolidated Profit and Loss Account is based on the profits
and income of the year and includes deferred taxation at year-end tax rates on timing
differe:es other than those considered likely to continue in the foreseeable future.
Provision for deferred taxation on the unrealised appreciation of investments is made
only where realisations giving rise to a taxation liability are anticipated in the foresecable
future,

Investments

Investmens are stated in the Balance Sheets at market values, comprising stock exchange
values for listed securities, open market valuations by the Group’s qualified surveyors
for properties including those occupied by the Group and Directors’ valuations for other
investments. The excess of market values over book values of the investments is taken
to Revaluation Reserve.

Profits and losses on the realisation of investments, less taxation thereon, are taken to
Retained Frofits.



National Vulcan Engineering Insurance Group Limited

CONSOLIDATED REVENUE ACCOUNT
for the year ended 31st December, 1987

1987 1986
Not.s £000 £000
Premiums written (net of reinsurance), inspection fees and
special service fees. ....... Ceseseeesia s sane ey 67,_,ﬂ 60,234
Premiums and feesearned. ... vivurasisaresanes 65,219 58,686
Less: ——
Claims incurred and cost of technical services. ........... 3 43,009 37,555
CoOmMISSION v v v v vres oevrvanronoattossossssnnsnss 13,428 12,057
General eXpenses. . ..oveieereniiuiriornerasaaaaass 3 6,267 | 5,856
62,704 55,468
Transfer to Profit and Loss Account................... 2,515 3,218
CONSOQLIDATED PROFIT AND LOSS ACCOUNT
for the year ended 31st December, 1987
1987 1986
Notes £000 £000
Transfer from Revenue Account. .........ocvviveann.ns 2,515 3,218
Profit on the sale of safety fittings. .................... 342 285
Investment INCOME. . ... oottt e iiien 6,543 5,433
Profit before Taxation. . ..., 9,400 8,936
TAXALON 4o vttt it i e e e, 4 3,258 3,116
Profit after Taxation.................... . 0vui 6,142 5,820
Provision for Dividends...........cov ... 1,500 1,400
Profit Retained. . ........ciiriiiiiiin i 4,642 4,420




MOVEMENTS IN RESERVES
for the year ended 31st December, 1987

Retained Profils
1987 1986
Notes £000 £000
Balanceat Ist January. ... ..o ivvvuisssunnssnsioinniaasaas 19,101 14,321
Profit retained (as per the Consolidated Profit and Loss Account). ... 4,642 4,420
Realised investment and foreign exchange profits and losses,

After tAXAHON. v v s v v rreranraossrnassassssrtreasasness (531) 360
Balance at 31st December. oo vuveeveieereearviirirnarnasess 23,212 19,101
Revaluation Reserve

1987 1986

£000 £000

Balance at 1St JANUArY. .o oo v v veereeriaroorasstrasssonisasens 11,222 9,572
Unrealised appreciation of investments and foreign exchange gains

AN JOSEES . o v v v s vvs s e et 2,915 1,650

Balance at 315t DeCember. ... ivvie o rane 14,137

11,222




National Vulean Engineering Insurance Group Limited

CONSOLIDATED BALANCESHEET

at 31st Decemnber, 1987
1987 1986
Share Capital INotes £000 £000
Authorised, Issued and Fully Paid
100,000 Shares of £10cach. ...oovecirirmcescraeanunes 1,000 LO00
Reserves
Retained Profits. ... cveevvsescessvosassoassseesass 23,212 19,101
Revaldation Reserve. ....cveeeerorsacsssssacnnancess 14,137 11,222
38,349 31,323
Insurance Funds
including Provisions and Reserves
Unearned premiums and inspection fees.......ooeuveees 22,139 20,359
Outstanding Claims. . ....vvuerroouorrovnnnascnaiess 27,401 25,935
49,540 46,294
Other Liabilities including Provisions
SUNdry Creditors. . oo vorvrersioreseennarerneairenens 8,655 7,635
Due to Fellow Subsidiaries. ...ooveevieriaiannrinnas 1,801 18
Provision for Dividends.............. e hamaesene 1,350 1400
99,605 86,670
Investments
British Government Securities. . .. .o.ovvervrevaeens 46,996 42,875
Overseas Government Securities .. ... 686 —
DEhEMLUIES & o v v s e v s s mroassssearanossnarsannsanss 4,190 147
Preference Stocksand Shares. . ... coveeeviiiian i 659 337
Ordinary Stocks and Shares. ......oovvvaieceirianns 8,207 8,377
PIOPEILY « v v vv v vnraeraansasroansansotssstuvanenns 2,900 2,733
Mortgages and LOANS. . v vvveevreariirsnnaieninene 16 34
Deposits at Interest, . . vvovvn i, 1,522 2,491
65,176 56,994
Interests in Subsidiaries not consolidated. .. ............ 5 3,770 3,658
Other Assets
Agents’ Balances and Debtors. ... 22,943 23,089
Capitalised BQUIPMENE . ..o .vvevinenriiaiiiiaiinnes 1,979 1,355
Due from Holding Company. .....covoveiviiiiinonns 5,330 944
Due from Fellow Subsidiaries. . ......ooovviae cvveeenn 70 189
Bank Balancesand Cash.......oooviiiiiaiiiiiiiiies 427 441
99,695 86,670
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BALANMCE SHEETY

at 31st December, 1987
1987 1956
Shage Caplial
Atthorised, Issued and Fully Paid Nowes 0000 £000
100,000 Shares of £10¢ach.....ovinvias uans @ seeees 1,000 1,000
Reserves
Retained Profits. .. .covvvnvinee vaanes Cesaemnessan 22,535 18,576
Revaluation ReServe......uv sussvisessacsssaransses 14,814 11,747
38,349 31,323
Insurance Funds
including Provisions and Reserves .
Unearned premiums and inspection fees...........ee0te 22,139 20,359
Outstanding ClaimS. .. vvieriirrioesrenroconaeseans 27,401 25,935
R,
49,540 46,294
Other Liabilities including Provisions
SUNAry Creditors. . o vuvvvrcssaornoaossnsnaneneasses 8,353 7,294
Due to Fellow Subsidiaries. .....ooevvviiiooeiiaass 1,801 18
Provision for Dividends. ... .coceiaraarencarecorsnns 1,350 1,400
99,393 86,329
Investments
British Government Securities. . .oovevrvrarcraraaeaes 46,996 42,875
Overseas Government SCCUTIties ..vvvvornerras coveens 686 —
DEDEILLIES & o e e oo vssrennosessonenasossasanrassres 4,150 147
Preference Stocks and Shares. ..v.oovvreesoeanocenee 659 337
Ordinary Stocks and SHares. ... covveeoreirnieereeeres 8,207 8,377
PLOPEILY + 1 e v o nrnrronsosnesnnenesnsaunsrusnaoures 2,900 2,733
Mortgages and LOANS., . ..cvvereerrasrenererennens 16 34
Deposits at INErest. . oo vvneeerasrennrrcireeens . L,175 2,491
64,829 56,994
Interests in Subsidiaries. ... ... oo oo 5 4,424 3,978
Other Assets
Agents’ Balances and DEbOTS. e oo v vevesvansnnsesseees 22,371 2?’432,
Capitalised EQUIPMENE. oo veveneremnenreerrmeters 1,979 1,35
Due from Holding COMPAny. .. ...ooeesvrereorrrsee 5,330 !
Due from Fellow Subsidiaries. .. «.ooovevorerrrmireser 70 189
Bank Balances and Cash. ... ovevvvorenmrmrenern s 380 437
99,393 86,329

The accounts on pages 6 to 14 were approv d by the Directors on 10th March, 1988 and were signed on their
behalf by:— s l? R G _ M o Director

-



National Vulcan Engineering Insurance Group Limited

CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS
for the year ended 31st December, 1987

1987 1986
£000 1000
Source of Funds
Profit after Taxation (per the profit and loss accovnt)..... saven 6,142 5,820
Realised investment and foreign exchange profits less losses,
after 1aXAHON, . v creonssanovaensnosess teesesasnoaransan (531) 360
Adjustments to convert revenue and expenditure onto a cash basis:—
Increase in Insurance Fumds....cooeaervaereee: R 5,378 5,181
Increase in agents and other DAIANCES. o v csovrasnesaansns ves (418) (36)
Funds generated from operations.......... Cirasiaaesarns 10,571 11,325
Indebtedness with other Group Companies. ... coeoensaeers 2,11 1,297
7,860 12,622
Application of Funds
Dividends Paid. ..o cveerrrarrrireriaarresarrmenrrrtts 1,550 1,000
Increase (decrease) in invested funds at cost
Fixed Interest SECUTIIES. .. .ovvvrevnevnvarerrmemmneemrers 7,306 10,495
Ordinary Stocks and ShAres. ....cooveveererreeesrrreets 5 ol
Mortgages and LOANS. ....vroersnrenreeemrnrmrsmress (18) (24)
SHOTt-{erm DEPOSIS. « oo vnrvernreresrencmermremrsernes (969) 868
6,324 11,400
(Decrease) increase in bank balances. .....covoeniiiiian (14) 222
7,860 12,622

|
|
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nOTES ON THE ACCOUNTS

1‘

2,

Accounting snd Disclosure Requirements
Insurance companies are not sequired o comply with the avounting a.d discl s
of Chapter 1 of Past V11 of the Companics Act 1985 and aecord ing a.d disclosure provis o)
in accordance with Chapter 11 of lhl::npan of lmsm. accordingly these accounts are prepared

Turnover

Turnover comprising gross insurance premiums and inspection foes wrilt ; i
and sales of safety fittings amounted 1o £78,929 .000%: Pt ,3‘;" ﬂ;o fees for special services

Expenses
(a) %(:mribmi?n o Sltaaf { Pension Scheme
¢ annual contribution 1o the Pension Scheme, which has been in the Consolidated
Revenue Account, amounted (o £3,047.000 (1986: £2,943,000). chasged in onsolida
(b) Deprgcia}ion
Application of the change 10 the more accurate basis of accounting for capitalised equipment,
gdoptcd from 1 January, 1985, (o relevant expenditure incurred prios (o that date would result
in a reduction in profit before taxation for 1987 of £360,00) (1986: £585,000).

Taxation

The charge for Taxation in the Consolidated Profit and Loss Account, after adjusiment in respect
of previous years, comprisesi—

) ) ) 1987 1986
United Kingdom Taxation £000 £000
Corporation Tax at 35.00% (1986: 36.25%)..... 3,117 2,990

Tax attributable to UK dividend income........ 141 124
3,258 3,114

Less: Relief for Overseas Taxation. .o.coeanosss 21 41
3,237 3,073

Overseas Taxation on ProfitS. . .coenssavasanssanes 21 43
3,258 3,116

Deferred taxation amounis on timing differences continuing in the foresceable future arc insignificant
and therefore are not separately disclosed.

The potential liability for deferred taxation arising mainly from the appreciation in the value of
investments which is not expected to be payable in the foreseeable future and for which, therefore,
no provision has been made is estimated to amount to £3,848,000 (1986 : £3,206,000).

Subsidiary Companies

The Company owns the whole of the issued share capitals of Vulean Boiler Engineering Services
Limited, National Vulcan Safety Products Limited, Donald Brown (Brownall} Limited and C. H.
Thompson Limited and all four subsidiary companies are incorporated in Great Britain. Interests
in Subsidiaries comprise:—

Consolidated Company
Balance Sheet Balance Sheet

1987 1986 1987 1986

£000 £000 £000 £000
Shares at net asset value. .. 2,576 2,691 3,288 3,251
Due from subsidiaries..... 1,194 967 1,453 1,038
Due to subsidiary........- —_ — (31N EH)

3,770 3,658 4,424 3,978

m—r e ee—
s iie———

—_—————
The excess of net asset value over book vatue of the shares in Subsidiaries has been taken to
Revatuation Reserve.

13



National Vilean Engineering Insurance Group Limited

NOTES ON THF ACCOUNTY continued

6, Directors and Employees

The aggregate emoluments of the Direclors of the Company including amounts received from all
its subsidiaries were)—

1987 1986

In respeet of executive services (including k £
pension fund contributions)- ... .o w o es 133,165 122312
In respect of services as Directors. ....0 .« oo e Nif 750
133,165 123,062
e P

The emoluments, excluding pension fund contributions, received by the Direciors wene as follows:—

£ £

ChaiTMB . oo v rvrsonssviasansnassosassassse — —
Highest paid Director. ..c.oovevieaaeeivenns 46,958 41,807
Other Directors within the ranges stated:—

.EO — .ES,OOO ccccccccccc " EEREEER R S 6

£25,001 — £30,000...000icveansnnnnnaes — 2

£30,001 — £35000. ... cceviiiiiaraniias 2 —_

The number of employees whose emoluments

exceeded £30,000 were within the ranges
stated:—

£30,000 — £35000 ... ciiiiiiiiiiaan 1 —

7. Auditors’ Remuneration
The remuneration of the auditors of the Company and its subsidiaries, Vulcan Boiler Engineering
Services Limited and National Vulcan Safety Products Limited, amounted to £22,750
(1986 : £19,270).

8. Ultimate Holding Company

The Company is the wholly-owned subsidiary of Sun Alliance and London Insurance plc which
is incorporated in Great Britain.
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