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svned Tuarries
= 53, he joined the Board in February 1982, Mr Turner is a
-tered Accountant. He is the Finance Director of GKN plc and
idiary companies.

—hart Boveridys

- 56, he joined the Board in March 1895. Mr Beveridge is a Solicitor
s currently Company Secretary of The Marley Group. He holds a
ber of directorships with subsidiary companies within The Marley
2p. As well as being a Scliciter Mr Beveridge holds an MA degree
AW,

airert Har gy A

- 38, Mr Hardy Jomed Iron Trades in July 1896 as General Manager,

-ice and was appointed to the Board of the Company as Finance
=tor on 28 July 1996 and to the Board of the Association on 27

~h 1997 Mr Hardy was appointed acting Chief Executive on 7 April
= following the resignation of Roger Peek on that day. Prior to this
{ardy was Director, Insurance Services with Price Waterhouse. He is
artered Accecuntant and holds an MA degree in Mathematics.

i

sty Dgrpesel At
51 68, he joined the Board in March 1988, Mr Carswell was then
!1ce Director of Davy Corporation plc, Mr Carswell is a Chartered
Huntant,

sk Caln
59, he joined the Board in May 1994. He is presently Director of
ers and Acquisitions with British Steel plc. He holds a number of
torships with subsidiary and associated companies of British Steed.
in has a Bachelor of Commerce degree and he is also a
ered Accountant.

& Ban Strigkiand Chanman

Aged 58, he was appointed to the Board in September 1996 and was
appointed Chairman on & November 1996. He was previously a Director
of Schroders plc from 1882 to 1991 and an executive in the Schroders
Group from 1268, Mr Strickland is a Chartered Accountant and holds
an MA degree. He also holds a diploma for the Advanced Management
Program of Harvard Business Schocl.

kA ,3{.!: an Wiisen Oo; Y Swpereiary and :i_i:.‘ M
Aged 48, he jcined the Company in 993 He is a Barrister and holds
a LLB degree. He was previcusly employed by International Aeradio Plc
as Commercial Director.

A Haddd Lae Vies Dhalmmn

Aged 64, he joined the Board on 1 December 1978 at which time he
was a Director in his family’s company, A Lee and Son Ltd. He was also
previously a Non Executive Director with the Halifax Building Society.

1 2
3 4
5 &







N

ort of the Directors

The Directors have pleasure n
presen‘cing their Annual Report and
the Accounts for the year ended

3] December 1997.

Directors
Chairman
@V Strickland MaA, FCA (IRY

Acting Chief Executive
W R Hardy MA, ACA (1)

R E Beveridge MA Ry
W J Cain BCom, FCA (AY
G L Carsweli A (IARY
DS W Lee (IRY

D J Turner FCA (AY

Secretary
J B Wilson LLB Barnster

‘pon executive

investment Commitice wember |
Audit Committee Member A
Remuneration Commitice wMember R

Registered Office

iron Trades Heuse
21-94 Grosvenot Place
London SW1X 7JA

Registered Number
57061

Bankers
The Royal Bank of Scotland Plc
Barclays Bank Plc

Auditors
Ernst & Young

Status and principal activities The Iron Trades Employers Insurance
Association Limited {the Association) is a mutual company fimited by
guarantee without a share capital.

The Association ceased to write business with effect from 1 January
1590, general insurance pusiness now being writien by Iron Trades

nsurance Company Limited (the Company) the principal frading company

within the Iron Trades Insurance Group {the Group).

On 31 December 1987 there was a change in the company structure
of the Group. A new insurance company, Iron Trades Holdings Limited,
is now part of the Group. This company effectively owns all the assets
wiich were previously directly owned by the Association and has also,
under Schedule 2C of the insurance Companies Act 1982, taken on the
insurance liabilities of the Association.

Review of business developments, subsequent events and future
developments A review of the business developments and events which
have occurred since the year end, together with an indication of future
developments, is given in the Chairman’s Statement on pages 2 to B.

Results The Profit and Loss Account for the Group appears on pages
10 and 11. These accounts consolidate the results, assets and liabilities

of subsidiary undertakings as listed in note 19 to the accounts.

Directors A list of the present directors appears on this page and page 6.
Mr W R Hardy was appointed as a director on 27 March 1897,

Mr P O G Hares retired on 31 December 1997, All other directors held

“oitice throughout the year ended 31 December 1997,

Mr R W Peek was a director and Chief Executive ihroughout the year
and resignad on 7 April 1G98, Mr W R Hardy was appointed acting Chief
Executive on T April 1998




-ccordance with the Articles of Association, Mr R £ Beveridge
Mr W J Cain will retire and being eligible offer themselves for
=lection.

Dloyees The Group has developed channels of open communication
staff at all levels so as to encourage their involvement in, and views
=il aspects of the business.

e is a non-contributory pension scheme for all eligible employees.
trustees of the scheme include two members of staff.

Group offers employment opportunities that are free from discrimi-
on on all grounds. Full consideration is given to applications from
bled persons, always bearing in mind the respective aptitudes and
ties of the applicant concerned and the Group's operational needs.
me event of members of staff becoming disabled, every effort is

e to ensure that their employment with the Group continues. It is
olicy that iraining, career development and promotion opportunities
disabled person should, as far as possible, be identical to that of a
on free from disability.

=ations During the year, the Group contributed £21,672 to charitable
_nisations (1896 —~ £22,925). No donations were made for political
oses.

=ment of directors’ responsibilities Company law requires the

~tors o prepare accounts for each financial vear which give a true
-fair view of the state of affairs of the company and of the group and
Srofit or loss of the group for that period. In preparing the accounts,
directors are required to:

=lect suitable accounting policies and then apply them consistently;

ake judgements and estimates that are reasonabie and prudent;

= state whether applicable accounting standards have been followed,
subject to any materiat departures disclosed and explained in the
accounts;.and

= prepare the accounts on the going concern basis unless it is
inappropriate o presume that the group will continue in business.

The direciors confirm that they have complied with the above
requirements when preparing the accounts.

The directors are responsible for keeping proper accounting records

. which disclose with reascnable accuracy at any time the financial position

of the group and to enable them to ensure that the accounts comply with
the Companies Act 1985. They are also responsible for safeguarding the
assets of the group and for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

Auditors The auditors, Ernst & Young, have expressed their willingness
to continue in office and a resolution proposing their reappointmant will
be put to the Annual General Meeting.

Iron Trades House l
21-24 Grosvenor Place ‘
Lendon

SWIX 7TJA

J B Wilson Secre




Consolidated Profit & Loss Account
for the year ended 31 December 1997

Technical account - general business

1997 1996
Note £m £m
Gross premiums written 196.5 198.8
Quiward reinsurance premiums (23.8) (27.0)
Net premiums written 172.7 171.8
Change in the gross provision for unearned premiums (3.1) (9.5)
Change in the provision for unearned premiums, reinsurers’ share ©.8) {0.5)
Change in the net provision for unearnad premiums (3.9 (10.0)
Earned premiums, net of reinsurance 168.8 161.8
-Allocated investment return transferred from the non-technical account 66.4 61.7
“Total technical income 235.2 2235
=Claims paid
— gross amount 197.1 191.9
— reinsurers’ share (14.7) (42.4)
— net of reinsurance 182.4 148.5
—hange in the provision for claims
— gross amount 13.6 12.3
— reinsurers’ share 0.1 275
— net of reinsurance 13.7 38.8
“laims incurred net of reinsurance 3 196.1 189.3
-let operating expenses 4 388 38.2
“otal technical charges 234.9 2275
Salance on the technical account for general business before equalisation provision 0.3 (4.0
“hange in equalisation provision 12 {C5) {0.5)
Balance on the technical account for general business after equalisation provision (0.2) {4.5)




Non-technical account

1997 1996
Note £m £m
Balance on the technical account for general husiness (0.2} (4.5)
lnvestment income 5 c88 83.8
Unrealised gains on investments 5.0 -
73.8 838
Investment expenses and charges 08 08
Unrealised losses on investments - 189
Allocated investment return transferred to the technical account — general business 56.4 61.7
672 815
Profit/(loss) on ordinary activities before tax 6.4 2.2)
Tax on profit/(loss) on ordinary activities 6 (8.0) (7.4)
Loss retained for the financial year (1.6) (9.6)

‘There are no recognised gains and losses other than the loss for the year.




Consolidated Balance Sheet
as at 31 December 1997

Assets
1997 1996
Note £m £Em
Investments
Land and buildings 7 2398 19.8
Other financial investments 8 708.5 707.2
732.4 7270
Reinsurers’ share of technical provisions
Provision for unearned premiums 8.3 a1
Claims outstanding 54,1 54.2
62.4 633
Debtors
Debtors arising out of direct insurance operations
- intermediaries 280 256.1
- palicyholders 114 8.6
Debtors arising out of reinsurance operations 2.3 27
Other debtors 10.8 8.7
525 48.1
Qther assets
Tangible assets 9 - 4.0
Cash at bank and in hand 0.5 0.6
0.5 46
Prepayments and accrued income
Accrued interest 4.4 2.8
Deferred acquisition costs i0 13.6 11
Prepayments and accrued income 1.2 1.6
19.2 155
Total assets 867.0 856.5




Liabilities

1997 1888
Note £m Ham
Reserves
Profit and loss account [ 74.0 IS
Technical provisions
Provision for unearned premiums 86.3
Claims outstanding 664.4
Equalisation provision 12 1.0
751.7 B

Provisions for other risks and charges

Pensions 13 8.0
Deferred taxation 14 59
17.9 R

Creditors 15

Creditors arising out of reinsurance operations 28
| Cther creditors including taxaiicn and social sacurity 15.1 135 B3
~ e+ e
i 163 54
J Accruals and deferred income 7.1 wy

Total liabilities 867.0 BEG.5

—"
Approved by the Board on 3 April 1958 ‘I

B V Strickland Chairman

W R Hardy Acting Chief Executive \(\} Q) ]] i




association only Balance Sheet
s at 31 December 1997

Bssets
1997 1996
Note £m £m
mvestments
_and and buildings 7 - 09
Shares in group undertakings 19 74.1 194.3
Dther financial investments 8 - 1071
74.1 3023
meinsurers’ share of technical provision
_laims outstanding - 1.9
Jebtors
~-mounts cwed by group undertakings - 47
Jther debtors - 0.3
- 50
®repayments and accrued income
-ccrued interest - 0.3
~“repayments and accrued income - 03
- 0.6
wotal assets 74.1 309.3




_iabilities

1997 1996
Note £m £m
=eserves
~rofit and loss account 11 74.0 75.8
“echnical provision
_laims cutstanding - 2089
®rovision for other risks and charges
Deferred taxation 14 - 15.9
“reditors 15
~mounts owed to group undertakings - 6.4
Jther creditors including taxation and social security 15.1 0.1 3.0
0.1 9.4
=otal liabilities 74.1

309.8

i «
pproved by the Board on 3 April 1998 J
V Strickland Chairman

" R Hardy Acting Chief Executive




—onsolidated Cash Flow Statement
01 the year ended 31 December 1997

1997 1996

Note £m £m

=let cash (outflow)/inflow from operating activities 17 (21.2) 17.6
“axation payments (4.6) {3.1)
(25.8) 145

et portfolio disinvestment/{investment) 17 15.8 (14.6)
let cash (outflow) for the year {10.0) 0.1




~lotes to the Accounts
or the year ended 31 December 1997

Il Accounting policies

Sasis of presentation The accounts have been prepared in accordance with the provisions of Section 255 and Schedule 9A to the
—ompanies Act 1985, which cover the disclosures applicable {o insurance companies. Certain comparative figures have been restated to
=fiect reallocations between captions.

“he accounts comply with applicable accounting standards. They also comply in all material respects with the current guidance on Accounting
=r Insurance Business {excluding accounting for investments) issued by the Association of British Insurers.

Sasis of consolidation The consolidated accounts incorporate the assets and liabilities of the Association and all of its subsidiaries as at
21 December 1997 and the results for the year ended on that date. As permitted by Section 230 of the Companies Act 1885 a separate
~rofit and loss account for the Association is not presented.

Basis of accounting The annual tasis of accounting has been applied to all classes of business.

“remiums Al premium income included in the profit and loss account arises from continuing operations, is shown gross of commissions paid
= intermediaries and is exclusive of insurance premium tax.

“remium income relates to business incepted during the year and includes an estimate of pipeline premiums for husiness written up to the
=ar end but not yet debited, less an allowance for canceilations. Unearned premiums are calculated on a time apportionment basis.

“laims Claims outstanding represents the ultimate cost of setiling all claims (including direct and indirect claims settlement costs) arising
om events which have occurred up to the balance sheet date including a provision for claims incurred but not yet reported less any amounts
=d in respect of these liabilities. Claims outstanding is reduced by anticipated salvage and other recoveries.

iscounting of ctaim provisions has only been appiied in respect of certain categories of claims. Discounting is at a rate justified by the
=rformance of the assets supporting the provisions.

nexpired risks Provision has been made for any deficiencies arising when unearned premiums are insufficient to meet expected claims
g expenses after taking into account future investment return on the investments supporting the unearmned premium provision and unexpired
=ks provision, The expected claims are calculated having regard to events which have occurred prior to the balance sheet date.

nexpired risk surpluses and deficits are offset where business classes are managed together and a provision is made if an aggregaie
=ficit arises.

-eferred acquisition costs These represent commissions and other fixed and variable costs arising from the conciusion of insurance
ontracts relating to unearned premiums which have been deferred fo a future period.




nvestments Investments are stated in the balance sheets on the following bases:

_isted securities and option contracts at their middie market values on 31 December.

Jnquoted investments at the directors’ valuation except for subsidiary companies, which are inciuded in the Association balance sheet at
mmounts equivalent to the share capital and reserves of those subsidiaries.

“roperties are formally valued every year. Vialuations were undertaken in January 1998 by Chesterton ple, external property consultants, on
N open market value basis with existing use.

Jnder the Companies Act 1885 buildings are required to be depraciated over their expacted useful econamic lives. In respect of investment
roperties, this requirement conflicts with the generally accepted accounting principle set out in Statement of Standard Accounting Practice
SSAP) 19 “Accounting for Investment Properties’, that no deprecization should be provided in respect of such investments. The directors

wonsider that to depreciate the investment properties would not give a true and fair view and accordingly the provisions of SSAP 19 have
~2en adopted.

m respect of the freehold and leasehold properties parily occupied by the Company, it is the Company's practice to mairtain them in a
ontinual state of sound repair. Accordingly, the directors consider that the lives of these assets and their residual values {based on prices
wevailing at the time of acquisition or subsequent valuation) are such that their depreciation is insigrificant and is thus not provided.

il other investments are valued at cost.

mcome from investments All realised and unrealised gains and losses are taken to the profit and loss account. Realised gains are
easured by reference to original cost.

1 allocation of investment return, comprising investment income and a five year average of realised and unrealised gains and iosses, is

-ade to the {echnical account on the basis of the relationship between the net assets underlying general insurance operations and those
=sets supporting reserves,

xed assets and depreciation Computer system costs of a capital nature are written off from the date when first brought into use on a
~aight line basis over four years, Office fixtures and fittings are written off in the year of purchase.

mxation The Association is not subject to taxation on underwriting surpluses {nor to relief on underwriting deficits) but is suibject to
-rporation tax on unfranked investment income and realised investment gains. This may give rise to differences between the effective tax
e and the prevailing rate of corporation tax. The Company is subject to corporation tax on all income and realised gains.

=ferred taxation is calculated on the liabiiity basis and is only recognised where it is likely that the amount will become payable or
—overable in the foreseeable future.

mreign currencies Exchange differences arising from trading operations are accounted for within the profit and loss account in the period
~which they occur. Assets and liabilities expressed in foreign currencies are translated at the rates effective at the balance sheet date.

=nsions The Company cperates a pension scheme providing benefits based on final salary. The scheme is funded by the Company and is
n contributory by employees. The assets are heid separately in a fund administered by trustees. Contributions to the scheme are charged
the profit and loss account se as to spread the cost of pensions over the employees’ working lives within the group,




2 Segmental reporting Personal

Direct accident
Liability motor Property & health . Total
£m £m Em &m £m
1997
Sr0$S premiums written 76.0 86.8 237 10.0 196.5
=iross premiums earned 80.4 80.7 23.1 9.2 1934
=ross claims incurred (108.3) (77.4) (16.5) (8.5) (210.7)
~llocation of investment return ) 541 10.1 1.7 0.5 66.4
Sross operating expenses (i2.6) (17.8) (8.4) (.1 (39.9)
Sr0ss technical result 136 (4.4} (C.1) 0.1 9.2
-einsurance balance (4.4) (2.3) (2.0) (0.2} (8.9)
“qualisation provision - - {0.5) - {0.5)
~alance on the technical account 92 B (2.6) {0.1) {0.2}
Bet technical provisions 523.0 136.8 23.1 6.4 689.3
=396

ross premiums written 916 72.5 254 83 1088
r0$S premiums earned 89.3 65.8 249 9.3 189.3
10ss claims incuered {121.3) (59.8) (138) (8.5) (204.2)
Blocation of investment return 48.4 9.2 27 0.4 651.7
v0oss operating expenses (i6.1} (15.3) (83 {0.6) (40.3)
woss technical resuft 1.3 (0.1) b7 (0.4) 8.5
=insurance balance {4.5) (1.9 {4.0) - (10.5)
qualisation provision - - (0.5) - (0.5}
=lance on the technical account - (3.3) 2.0 1.2 (0.4) {4.5)
et technical provisions 524.4 120.2 20.8 5.8 671.2

.

" analysis of the profit/(loss) before taxation and net assets by class of business has not been provided because, in the opinion of the
~ectors, the above segmental analysis of the balance on the technical account and net technical provisions, respectively, is the most
=propriate to the nature of the business. The directors consider that a segmental analysis of net technical provisions, although a liability,
wovides a useful indication of the assets supporting the business.




3.Claims
3.1 Fundamental uncertainty

dhe Group has a substantial exposure 1o disease claims arising from employers' liability policies written many years ago. The majorily of this
=xposure 15 in respect of asbestos.

“here is a significant uncertainty over the ultimate out-turn of asbestos relaied claims which reflects the limited data available particularly in
elation to exposure analysis, the latency period for asbestos related ¢laims and martality profile of claimants. The claims are extremely long tail
™ nature and the latency period for these claims is significant - the usage of asbestos was at its peak over 40 years ago. There is very limited
mvailable data in respect of the number of employees of policyholders exposed to asbestos.

“he future costs arising from these claims cannot, therefore, be predicted with certainty. Accardingly, the provision for claims outstanding in
wspect of asbestos related claims relies on a considerable degree of judgement as to the number of claims which will emerge, the timing of
Mg claims and the amounts at which they will be settled.

“he Group provisicn established for disease claims 1s £224.3m (1896: £221.0m). The provisicn for disease claims is based on information
urrently available and the ultimate liability may vary as a result of subsequent information and events, and could result in significant adjustments
= the amounts provided. Adjustments to technical provisions are reflected in the accounts for the period in which the adjustments are made.

~.2 Movement in prior years’ provision for ctaims outstanding 1997 1996
£m £m
iability ] (26.1) (35.1)
mirect motor - 1.4
“roperty - 3.1
"ersonal accident & health - 0.1
Ander provision for prior years' claims outstanding (26.1) (30.7)

-3 Discounting of claim provisions

iscounting of the provision for claims outstanding has only been applied in respect of employers’ liability incurred but not reported claims
~ising from iatent disease (EL-IBNR),

o this category of claims, setilement patterns are established on a statistical basis having regard to historical notification and settlement
nings. The average delay to settlement arising from these calculations is in excess of 10 years.

e estimated gross payments pattern arising has hean discounted at an effective rate of between 6% and 6 '/:9% per annum (1996: 4%)
~d claim inflation has been recognised at 4 '/.% per annum {1996: 4%) for the period.

L-IBNR provisions before discounting are £285m (1986: £207m) and £164m (1996: £157m) after discounting. The unwinding of the
scount charged in 1997 was £2.4m (1986: £8m).
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=i Net operating expenses 1997 1996

£m £Em
=\cquisition costs . 282 273
—hange in deferred acquisition costs (2.3) (3.9
289 234
Administration expenses (including industry levies) 13.0 16.9
=einsurance commissions (1.1) (2.1
38.8 38.2

ncluded in acquisition costs are commissions for direct insurance amounting to £19.8m (1995: £19.4m)
1997 1996

£000 £000
mcluded under administration expenses are:

Directors’ emoluments (Note 4.1) 485 210
“uditor’s remuneration ’

- Audit fees 159 141
- Other services 449 53
Jepreciation charge for the year ) 3988 5,550
Jperating lease rentais

- Land and buildings 1,340 1,342
- Plant and machinery 103 103

e 1996 auditor's remuneralion relates to payments made to the previous auditors, Kingston Smith.

-1 Directors’ emoluments 1997 1996
£000 £000

ggregate emoluments 385 210

ompany pension contributions securing money purchase benefits 110 -

495 210

etirement benefits are accruing to 5 directors under a defined benefit scheme and 1 director under a money purchase scheme,

1997 1996
£ £
~ggregate emeluments of highest paid director 147374 123,547

e highest paid director participated in both a detined benefit and a money purchase schame. The accrued pension at the end of the year for
ne defined benefit scheme was £10,600 and the Company contributions in the year securing money purchase benefits were £110,000.
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1.2 Empioyment costs 1997 1996
£m £m
Nages and salaries 12.3 13.7
Redundancy {0.5) 1.7
Social security costs 1.0 1.0
—ension costs - 1.3
12.8 17.7
1.3 Average number of employees during the year 1997 1896
No No
Sdministration and other support 108 155
nderwriting 302 318
"laims 211 207
621 700
2.4 Loans to directors

“he following director had a season ticket loan during the year: Maximum
batance in Al year At yoar
the year ang end
1997 1997 1996
£ £ £
-/ R Hardy 1,320 660 548
Investment income 1997 1996
£m £m
=ains on the realisation of investments 259 479
1come from land and buildings and other invesiments 429 35.8
68.8 83.8
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6 Taxation on profit/{loss) on ordinary activities 1997 1996
m £m
The charge for taxation comprises:
United Kingdom corporaticn tax at 31.5% {1996: 33%) 8.6 9.8
“Tax credit on franked investment income 2.6 23
1.2 12.1
Deferred taxation (3.2) (4.7}
8.0 7.4
.7 Land and buildings (Group) Long
leasehold Freehold Total
£m £m £m
=t current value:
At 1 January 1897 15.0 4.8 19.8
Disposals - {0.3) (0.3}
Surplus ¢n revaluation 32 1.2 4.4
At 31 December 1997 18.2 5.7 23.9
At cost:
2t 1 January 1897 27 6.9 9.6
Disposals - (0.1 (0.1)
it 31 December 1997 2.7 6.8 9.5
~and and buildings occupied by the Group for its own activities, at current values, are as follows:
-t 31 December 1997 83 0.3 8.6
=i 31 December 1995 6.8 0.2 7.0
~and and buildings {Association only) Long
leasehold Freehold Total
£m £m £m
=t current value:
-t 1 January 1997 09 - 0.9
wanster to group undertaking 0 - (0.9)
ut 31 December 1997 - - -
_t cost:
t 1 January 1997 03 - 0.3
~ansfer to group undertaking 0.3 - {0.3)

-t 31 December 1997

23




B Other investments (Group) Current value Cost
1997 1996 1997 1996
£m £m £m £m
_isted invesiments:
— Shares, options and other variable-yield securities and units in unif trusts 3616 3589 105.1 990
— Debt securities and other fixed income securities 2481 2179 2426 215.7
Deposits with credit institutions 947 1273 947 127.3
Other 3.1 3.1 4.5 47
708.5 707.2 447.0 446.7
Dther investments (Association only) Current value Cost
1997 1996 1997 1996
£m £m £m £m
_isted investments:
— Shares, options and other variable-yield securities and units in unit trusts = 70.1 - 133
~ Debt securities and other fixed income securities - 29.2 - 27.6
Jeposits with credit institutions - 7.8 - 7.8
- 107.1 - 48.7
B Tangibie assets 1897 1996
£m £m
—ost:
-t 1 January 25.1 252
~dditions - Q1
-t 31 December 25.1 25.1
Jepreciation:
-t 1 January 21.1 15.5
“harge for the year 4.0 56
-t 31 December 25.1 21
et book value at 31 December - 4.0

Il assets included above relate to computer systems.
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10 Deferred acquisition costs 1997 1996
&m £m
Balance at the beginning of the year (AR 7.2
Movement in the year 2.5 38
Balance at the end of the year 13.6 11.1
11 Reconciliation of movement in reserves
Profit Profit
& loss & loss
account Total account Total
1997 1997 1996 1996
£m £m £m £m
1 January 75.5 756 85.2 852
=etained loss for the financial year (1.8) (1.6) (9.6) (8.6}
31 December 74.0 74.0 75.6 75.6
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12 Equalisation provision

Equalisation provisions are established in accordance with the requiremenis of the insurance Companies (Reserves) Act 1995, The provisions,
required by Statute, are over and above the provisions required to meet the anticipated ultimate cost of settlement of outstanding claims at
the balance sheet date, and as such are not liabilities at that date. This has had the effect of reducing reserves by £1.0m (1996; £0.5m).

‘The movement in equalisation provision during the year resulted in a decrease in the general business technical account resul and profit
before taxation of £0.5m (1896: £0.5m).

13 Pensions

"Contributions are determined by an independent qualified actuary on the basis of triennial valuations using the projected unit meihod. The
anost recently completed interim valuation was at 31 December 1996, The assumptions which have the mast significant effect an the results
=of the valuation are those relating to the rate of return on investments and the rates of increase in salaries and pensions. It was assumed that
Ehe investment return would be 8.8% per annum, that salary increases would be 6% per annum and that present and future pensions would
Kincrease at the rate of 4% per annum.

-At 31 December 1996, the market value of the scheme’s assets was £85.4m and the actuarial value of those assets represented 125% of
Ehe benefits that had accrued to members, after allowing for expected fuiure increases in earnings. The actuarial surplus was £14m,

1997 1996
£m £m

—ension provision:
=rovision at the beginning of the year 8.0 6.1
“harge for the year - 19
=rovision at the end of the year 8.0 8.0

) previous years the assumplions used in funding the scheme have also been used to calculate the pension costs and the surplus in the
=cheme was spread using the ‘percentage of payrol method. This year a ‘best estimate’ basis as calculated by the actuary has been used to
—alculate the pension cost and the surplus has been spread using a ‘level variation method’ The effect of this change is to reduce the charge
or the year by £1.9m.

114 Deferred taxation Group Association Group  Association
1997 1997 1996 1996
£m £m £m £m
mmount provided for deferred taxation in respect of:
Narket variation in net values of investments 16.2 - 189 159
Dther timing differences (63) - (5.8} -
9.9 - 13.1 15.9

-lovements during the year:

Salance 1 January 131 159 17.8 i8.2
“hange in rate of tax (0.8) {1.0) - -
Decrease in tax applicable to market variation (1.5) (1.9} (2.8) (2.3}
Tansferred to group undertaking - (13.0) - -
Dther timing differences 0.9) - (1.9 -
9.9 - 13.1 15.9

~ddificnal liability for deferred taxation would only arise in the event of the disposal of the Group's investmenis, at the value at which they are
ncluded in these accounts, amounting to £51.4m (1998 - £52.9m) (Association £ nil (1886 — Snil).
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15 Creditors
All creditors are payable within a pericd of five years,

15.1 Other creditors including taxation and social security Group Association Group  Association
1997 1997 1996 1996

£m £m £m £m

~Corporation tax 8.8 - 3.4 27
=Other 6.6 0.1 7.3 0.3
13.5 0.1 10.7 3.0

16 Obligations under operating leases Land and buildings Other

=nnual commitments under non-cancellable operating leases are as follows:

~aroup and Company 1997 1996 1997 1996
£000 £000 £000 £000
Dperating leases which expire;
- within one year 68 77 103 103
- between two and five years &7 184 - -
- over five years 1,055 1,055 - -
1,190 1,316 103 103
7 Note to the consclidated cash flow statement 1997 1996
£m £m
weconciliation of profit before taxation to net cash inflow from operating activities
~rofit/(loss) before taxation 8.1 (2.2)
Ticrease in insurance and other debtors {(10.1} (9.6)
ncrease in technical provisions 18.1 503
Decreasel/increase in insurance and other creditors (5.4) 5.0
=ax on franked and unfranked investment income (32 (3.1}
“ealised and unrealised gains (30.9) {298.0)
Depreciation of tangible fixed assets 4.0 5.6
~ovement in debtors/creditors reffecting investments ’ - 0.6
Dther nen-cash movements mn -
et cash (outflow)/inflow from operating activities (21.2) 17.6
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1997 1986

£m £m
Movements in opening and closing portfolic investments
Net cash fiow for the year (10.0) .1
Cash flow movements from portfolic investments (15.8) 146
Mavements arising from cashfiows {(25.8) 145
-Changes in market values and exchange effecis - 31.1 08.4
“Total movements in portfolic invesiments 5.3 429
Fortfolio invesiments at 1 January 7276 684.7
Portfolio investments at 31 December 732.9 727.6
1997 1996
£m £m
INet portfolio investment
—urchase of equity shares (14.0) (4.6)
—urchase of fixed interest investments (45,5} (277.8)
Sale of equity shares 338 43.6
Sale of fixed interest investments 185 2882
Sale of land and buildings 3 -
“hanges in deposits with credit institutions 22.7 (64.2)
=let disinvestment/(investment) 15.8 (14.6)
Iovements in cash and portfolio investments Changes
At in market At 31
1 January Cash value and Dacember
1987 flow currencies 1997
£m £m £m Em
_quily shares 3589 (19.8) 22,5 361.6
ixed interest investments 2179 27.0 4.2 2481
and and buildings 19.8 {0.3) 4.4 239
=eposits with credit institutions 1121 (22.7) - 894
Dther , 3.1 - = 3.1
711.8 (15.8) 311 727.1
“ash at bank and in hand and short term deposits 15.8 (10.0} - 58
mtal 727.6 (25.8) 31.1 732.9

—

=8 Contingent liabilities

he group has contingent liabilities of £1.8m reiating to levies to be raised by the Motar Insurers’ Bureau in respect of 1997 premium.
ontingent liabilities of £3.3m in 1896 related to levies io be raised by the Motor Insurers’ Bureau and the Policyholders’ Protection Board
respect of 1986 premium,
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19 Subsidiary undertakings

On 31 December 1997 there was a change in the company structure of the Group. A new insurance company, lron Trades Holdings Limited,
is now part of the Group. This cempany owns all the assets which were previously directly owned by the Association and has alsc taken on the
substantial majority of the liabilities of the Association. the insurance liabilities having been transferred under Schedule 2C of the Insurance

Companies Act 1882,

Company Principal activity
Iron Trades Holdings Limited General insurance

Subsidiaries of Iron Trades Holdings Limited
Iron Trades Investments Limited Investment heolding

Iron Trades Insurance Company Limited Generat insurance

Subsidiaries of Iron Trades Investments Limited

Cartonleaf Limited Darmant
Islandstream Limited investment holding
Longspiral Limited Dormant
Mossisland Limited Dormant
Retoria Limited Cormant

Subsidiaries of Iron Trades Insurance Company Limited

Belgravia Facilities Limited Dormant

Iron Trades Claims Services Limited Dormant

{fermerly Chester Street Securitias Limited) .

iT Investments (1990) Limited Investment holding
IT Insurance Company Limited Dormant

Iron Trades Promotions Limited Dormant

Westking Limited Dormant

=ll subsidiaries are wholly owned and registered in England and Wales.

0 Parent company accounts
ncluded in the loss of the group is £1.6m (1896 - £9.6m loss) relating to the Association.
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Report of the Auditors

To the members of The Iron Trades Employers Insurance Association Limited

We have audited the accounts on pages 10 to 29 which have been prepared on the basis of the accounting policies set out on pages
17 and 18.

Respective responsibilities of directors and auditors

As described on page 9 the Company's directors are responsible for the preparation of the accounts. It is our responsibility 1o form an
mndependent opinion, based on aur audit, on those accounts and to repert our opinion to you.

Basis of opinion

=Ne conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit inciudes examination, on a

Zest basis, of evidence relevant to the amounis and disciosures in the accounts, it also includes an assessment of the significant estimates and
udgements made by the directors in the preparation of the accounts, and of whether the accountin
—ircumstances, consistently applied and adequately disciosed. We planned and performed our audit
=xplanations which we considered necessary in arder to provide us with sufficient evidence to give reasonable assurance that the accounts are

rae from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion, we also evaluated the overail
adequacy of the presentation of information in the accounis.

g policies are appropriate to the Group's
$0 as to obtain all the information and

=qualisation provision
Dur evaluation of the presentation of information in ihe accounts has had regard to the stalutory requirement for insurance companies to

naintain an equalisation provision. The nature of the equalisation praovision, the amount set aside at 31 December 1997, and the effect of
e movement in this provision during the year on the general business technical result and profit before tax are disclosed in note 12,

“undamental uncertainty

1 forming our opinion, we have considered the adequacy of the disclosure made in the accounts concerning the provision for empfoyers’
=bility incurred but not reported claims arising from latent disease. These provisions rely on a considerable degree of judgement due to the
mcertainty as to the number of claims which will emergs. the timing of these ciaims and the amounts at which they will be settied. Details

¥ the circumstances relating to this fundamental unceriainty are described in note 3.1. Given the nature of this issue, it is not possible to
—antify the potentiai effects of the resolution of the uncertainty. Qur opinion is not qualified in this respect.

“pinion
our opinicn the accounts give a true and fair view of the state of affairs of the Company and of the Group as at 31 December 1897 and
~ the loss of the Group for the year then ended and have been preperly prepared in accordance with the Companies Act 1985,

“nst & Young \":*_'c ‘N .\

—artered Accountants
=gistered Auditor
ondon

April 1938
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List of Offices

Head Office

fron Trades House

21-24 Grosvenor Place
London SW1X 7JA
“Telephone: 0171 235 6033
IFacsimile: 0171 245 6308

City

Soundary House

7-17 Jewry Street

_ondon EC3N 2JH
Nelephone: 0171 680 1083
—acsimile: 0171 680 1084

slidlands

—mbassy House

50 Church Street
3irmingham B3 2DJ
clephone: 0121 200 1900
“acsimile: 01271 200 2860

orth East

<claim House

entral Park

=eds LS11 BUF
=lephone: 01132 448051
=csimile: 01132 4292687

morthern Ireland
~d Floor
Bruce Street
=ifast BT2 7JD
lephone: 01232 245 510
mcsimile: 01232 245 870

Srth West

slloway

—e Street

mstlefield

=nchester M3 4NR
Bephone: 0181 832 3135
<simile: 0161 832 0931

=signed by: Uifindellwest

Scotland

105 West George Strest
Glasgow G2 10N
Telephone: G141 204 0441
Facsimile: 0141 221 3028

South and Home Counties
169 Kings Road

Reading RG1 4EX
Telephone: 01189 560808
Facsimile: 01189 §73479

South East and

East Anglia

Huntingdon House

10 Masons Hilf

Bromley

Kent BR2 guw

Telephone: 0181 313 1000
Facsimile: 0181 313 1259

South West

Prudential Buildings

Wine Street

Bristol BS1 2PwW
Telephone: 01179 276207
Facsimile: 01179 297019

Middlesbrough

16/26 Albert Road
Middlesbrough

Cleveland TS1 iQG
Telephone: 01642 227424
Facsimile: 01642 2238192

IronSure Response Centre
Galloway

Rice Street

Castlefield

Manchester M3 4NR
Telephone: 0161 830 2200
Facsimile: 0161 834 9739







