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FINANCIAL HIGHLIGHTS 

Alcmndcr & Alcmnder .Scn,icc.s Inr 
(in millions. mi.pf ai-I dun misuxlsi 1989 1988 

Operating revenues $1,248.9 51,227.7 
Operating income 107.6 122.2 
Income from continuing operations 59.0 71.0 
Net income 60.1 67.5 
Per share of common stock: 

Income from continuing operations $ 1.45 $ 1.71 
Net income 1.48 1.63 
Cash dividends 1.00 1.00 

Total assets $2,604.7 $2,635.2 
Stockholders' equity 375.1 371.6 
Book value per share 9.28 9.20 
Return on equity 16.1% 17.7% 

Average shares outstanding 40.6 41.4 
Number of em~lovees (thousands) 16.0 16.3 

I? ounded in 1899, Alexander & Alexander Services Inc. is a - - 
global insurance brokerage, risk management and human 
ressurce management consulting company serving the needs 
ef clients in ever 70 countries. 

Mare than 16,000 A&A employees plan, place and service all 
types ef insurance and risk management programs on behalf 
ef businesses and ether organizations as well as governmental 
entities and individuals. We also place reinsurance and provide 
risk analysis and self-insurance services. 

6ur werldwide human reseurce management consulting oper- 
atiens gr~vide actuarial and benefit plan consulting services, 
flexible cempensatien censulting, communication and man- 
agement consulting services as well as human resource orga- 
nizational analysis and 



vvni~e we maae progress m Key areas, Igag net income was 
lower than the previous year. The industrywide reductions in 
premium rates more than offset new business production and 
savings generated by our cost-containment efforts. In addition, 
1988 income included a substantial, one-time gain from the sale 
of our premium finance company. 

A&A ended the year with a sound balance sheet and solid debt 
ratings. We continued to focus on controlling day-to-day operat- 
ing costs. In addition. we are im~roving management of semi- - - - 
fixed costs such as office space and business informatic: 
systems. 

The year cannot be discussed without noting the historic devel- 
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kets for insurance as well as-other financial services. 

A&A's operations in Western Europe are now firmly estab- 
lished. Our equity investments in indigenous retail brokers will 
enable us to provide consistent, quality service as the European 
Community removes internal trade barriers. This presence was 
further consolidated in 1989 with additional investments in 
West Germany, the Netherlands and Scandinavia. 



In West Germany, we maintained a 20 percent equity interest in 
a company formed when our partner, Industrie-Assekuranz 
GmbH & Co., merged with Carl Jaspers Sohn. The new com- 
pany, Jaspers Industrie Assekuranz GmbH, is the third largest 
German broker. This and other investments have positioned us 
to support clients who have business operations and joint ven- 
tures in the Soviet Union and Eastern Europe. 

Earlier this year, a McDonald's restaurant opened in the heart 
of Moscow. We took pride in knowing that our Canadian retail 
company, Reed Stenhouse Limited, provides risk management 
and insurance broking services for this new enterprise. 

Our experience in Moscow with McDonald's and other clients 
builds on decades of success in Eastern Europe and the Soviet 
Union by Alexander Howden Reinsurance Brokers Limited. 
We are working to expand stable, long-term relationships that 
can benefit our clients during times of dramatic change. This 
reflects a management philosophy that A&A applies 
worldwide. 

In this spirit of partnership, A&A also followed a coordinated 
strategy in responding to a series of natural disasters around the 
world. Our people did an especially outstanding job after Hurri- 
cane Hugo and earthquakes in California and New South 
Wales. 

Insurance claims from these and other events prompted specu- 
lation that insurance prices would increase. Although prices are 
beginning to stabilize, projections of major increases have not 
materialized. We do not expect that our clients will face abrupt 
pricing changes such as those experienced in 1985 and 1986. 

Your company marks its 90th anniversary with historical high- 
lights elsewhere in this report. The corporate values that have 
sustained A&A since 1899 continue to be the foundation for our 
future. As an employee since 1953, I can report that today's 
employees follow the tradition of quality service that was estab- 
lished by our founders. 

As we work toward our centennial, A&A has a well-defined 
corporate vision that will make effective use of our talent and 
energy. We are committed to expanding our proud heritage of 
creative, value-added client service. 

T H .  lrvin 

TH. IRVIN 
Chairman ofthe Board, 
President & Chief Executive Officer 
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Consolidation and Growth 1946-1962 

ith the end of World War 11, America 
eeached a new level of prosperity. 
J.S. companies entered a golden age 
; they worked overtime to meet the 
nands of domestic consumers. Glob- 

a u y ,  lllllcl ,uul l l l U U J L l  frequently dominated competitors, 
many of whom were struggling to overcome the devastation 
of war. 

During this period, employee benefits became increasingly 
important. The first major medical group insurance contract 
was developed, as were the first noncancelable and guaranteed 
renewable, lifetime hospital-surgical-medical policies. Vision 
and dental care benefits were written into group policies. 

A&A stayed abreast of technological, political and social devel- 
opments. For example, the company worked closely with 
nuclear agencies as nuclear power became a promising energy 
source in the '50s. Special coverages were pioneered for oil 
exploration and drilling in the Gulf of Mexico. "All Risk" poli- 
cies were developed for diesel locomotives and other rolling 
stock, as was coverage of railroad liability for loss or damage to 
property being moved under bills of lading. 

In 1946, Roy Jenkins, one of A&A's first employees, became 
president. With the belief that "hard work gets the job done," 
he reinforced the company's commitment to client service. 
Under his leadership, A&A developed a strong national produc- 
tion and service organization. Sales, product and technical train- 
ing were applied systematically throughout the company. 

Recognizing that people were a company's most important 
asset, A&A established its human resource management divi- 
sion. It became a leader in health and welfare employee benefit 
programs, actuarial consulting and communications. By 1962, 
the foundation was completed for what later became the Alex- 
ander Consulting Group. 

Service capabilities were also developed through acquisition of 
local and regional firms. Beginning in 1952, mergers resulted in 
offices in Atlanta, Pittsburgh, San Francisco, Miami, Philadel- 
phia and elsewhere. 
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Transition and Transformation I 

n the early '60s to the early '80s, thl 
ltes was transformed by the effects of 

r~ghts movement, growing ecological ( 

and social upheaval fueled by the Vietn, 
Foreign companies began making inrc 

key U.S. markets. "Stagflationn-a combination of 
and recession-turned the economy upside down. 
faced what architect Philip Johnson called "the chal 
chaos." 

As urban problems grew, new classifications for proper 
ance in high risk areas were developed. High interest r 
double-digit inflation in the '70s led to life insurance 
that became investment vehicles such as universal and 
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Health concerns prompted a greater interest in the CIIYIIVII- 

ment. The Environmental Protection Agency was established. 
DUT was banned. Love Canal opened America's eyes to the 
potential dangers of toxic waste. Three Mile Island evoked 
similar concern over nuclear power. 

Many U.S. industries-including insurance broking-entered a 
period of consolidation. Regional brokers and agents 
often faced a Hobson's choice of being a consolidator or of 
being consolidated. By merging with selected regional and local 
firms, A&A strengthened its position as a leading U.S. broker. 

After A&A went public in 1969, growth accelerated under the 
leadership of chief executives Kenneth W. S. Soubry, William 
L. Carter, Jr. and John A. Bogardus, Jr. Over the next 20 years, 
A&A acquired more than 225 insurance brokers, agencies and 
consulting concerns. 

Management sought out compatible firms that would provide 
high quality and innovative client services. Among its 1972 
acquisitions was Anistics, part of A&A's risk management con- 
sulting operations. 

By 1981, A&A had nearly IOO U.S. offices as well as numerous 
offices and joint ventures overseas. The stage was set for 
globalization. 
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Global Expansion 1982-1989 

Munchester, England, more 
than 3oyears ago. To be part 
~Jsomethingso small and 
uiatch itgruw into something 
so large, iir thrilling. 

Many brokers provide qual- 
ity and pro fessionalism. Only 
a handful can coordinate 
client service in far-flung 
parts of the world. 

In Europe and Asia, we're 
seen as one of the few brokers 
who caz giz~e a broad range of 
engineering, risk manage- 
ment and loss co?ztrnl services. 
And our London operations 
have long-standing contacts 
with the reinsurance and spe- 
cialty markets. 

The breadth and depth of 
our resources are exceptional. 
Our clients recognize it, the 
insurance companies recog- 
nize it, the world recognizes it. 

Ron W. Forrest is senior vice 
president and managing director, 
Global Business Development, 
based in New York. He was previ- 
ously chief executive officer of 
Alexander Stenhouse Ltd., 
AbA's retail insurance broking 
subsidiary in Great Britain. 

:ign affairs dominated the headlines of this 
riod as global issues touched almost every 
3ect of our lives. At the same time, the US. 
t its unchallenged post-World War 11 economic 
.dership. 

The rise of competing economic centers has been under 
scored by economist Lester Thurow. As he told AM'S US 
managers in 1989, "We have gone from three-quarters to 
one-quarter of the world's GNI? This means that three-quarters 
of the economic opportunities are located outside of the United 
States." 

One practical effect was an increasingly interrelated global eco- 
nomic structure. The European Community took unprece- 
dented steps to create a single economic entity. The success of 
Japan, South Korea and other Pacific Rim powerhouses was 
even more evident. Free-market policies also began emerging 
in parts of Eastern Europe. 

Anticipating this environment, A&A embarked on a globaliza- 
tion strategy to support the worldwide needs of its clients. The 
effects were dramatic. When A&A went public in 1969, 95 
percent of its business was centered in the United States. 
Twenty years later, non-US. operations produced more than 
one-third of its operating revenues. 

The 1982 acquisition of Alexander Howden expanded A&A's 
capabilities in wholesale and reinsurance broking. Howden also 
provided A&A with direct access to the London markets. 

In 1985, A&A merged with Toronto-based Reed Stenhouse 
Companies, Ltd., the world's sixth largest broker. A&A's global 
service capabilities increased by more than 50 percent. Reed 
Stenhouse was particularly strong in the United Kingdom and 
Europe, Canada, Australia and New Zealand. 

With a global organization in place, the company began refining 
its service network with strategic acquisitions. Additionally, 
management focused on the core A&A businesses of insurance 
broking, risk management and human resource management 
consulting. Professional and technical training was enhanced 
for A&A's 16,000 employees. 
3 - c- .rrears. value-added, professional service has distin- 

- - ~ d s  to client needs in times of risk. 



The Brandenburg Gate and the removal 
of the Berlin Wall pymbollzed lhe Esn- 
ern Bloc's move toward democracy and 
freer ~ r k e l a .  A W s  sewlce In Eastern 
Eumpe and the Soviet Union builds on 
bng-atanding tltu of Alexander 
Howden Reinsurance Bmkers Llmlted. 

Michael K. White (left) and William M. 
Wilm. Mr. White directs retall opntlons 
in the US., Canada and Latin America, and 

-1 
global risk management and human 
resouroe management conwltlng. 
Mr. Wllson Is reaponribla for retall opera. 
lions In the U.K., Europe, AslaJMiddle East 
and Auatral1.INew Zealand a8 well as reln- 
surance and wholesale operations worldwide. 

telemmmunlcatlons technology, which allowed 
lntormatlon to bypass natlonal boundaries. 

Black Monday 
on WauStTeet 
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General 

Insurance services operations, which includes the Com- 
pany's retail, wholesale, reinsurance broking and risk 
management operations, account for over 857" of total 
operating revenues. Overall revenue growth is influ- 
enced by many factors. Those factors include new busi~ 
ness production, retention of existing business and new 
product development as well as  interest and foreign 
exchange rates. However, the most significant factor 
affecting commissions and fees is premium rates 
charged by property and casualty insurance and rein- 
surance companies. 

Beginning in late 1986 and continuing throughout 
most of 1989, intense competition among the insurance 
carriers for market share was reflected in double-digit 
declines in premium rates. In late 1989, following sev- 
eral significant natural disasters around the world, pric- 
ing on some lines of insurance began to stabilize. While 
it is too early to accurately predict the magnitude of 
premium rate changes in the near term, the Company 
anticipates premium rate fluctuations will not be as 
great as those experienced in the mid-1980s. 

Operating revenues of the Alexander Consulting 
Group have reflected solid growth since the human 
resource management consulting operations were orga 
nized into a global unit during the latter part of 1986. 
Worldwide demand for consulting services for 
employee benefit programs and human resource man- 
agement services continues at a strong pace. This 
demand is primarily due to constantly changing legisla- 
tive and accounting regulations. In addition, escalating 
health care costs have created demand for alternative 
programs. The growth in this segment of the Com- 
pany's operations has been primarily from internal 
sources and is expected to remain strong in the future. 

Despite the continuing decline in property and caw 
alty premium rates, consolidated operating rcrenuei 
increased 8z1.z million to $1,248.9 millien in 1919. 
However, this revenue growth was not adequate te tff- 

set a modest increase of 3.270 in operating expenses. 
The result was an 11.9% decline in operatinb inceme 
for 1989. 

Net income in 1989 declined by $7.4 million tr ~6e.1 
million with net income per share at $1.48, a 9.271 
decrease. Income from continuing operatiens was $53.1 
million compared to $71.0 million in 1988. In 1911, 
income from continuing operations included a nm- 
recurring gain of $18.2 million on the sale @f TIFC) 
Inc., offset in part by an $8.5 million provision relatint 
to the 1987 sale of Shand, Morahan & Co., Inc. 

The following discussion and analysis af significant 
factors affecting the Company's results ef operatiens 
and liquidity and capital resources should be read in 
conjunction with the accompanying financial state- 
ments and related notes. 

Results of Operations 

Operating Rcucnues 
Total operating revenues increased by 1.7% in 1989 
compared to a 3.8% increase in 1988. Excluding the 
effects of foreign exchange rates, consolidated reve- 
nues increased by 2.9% and 1.7% for 1989 and 1988, 
respectively. 

Insurance services revenues, which include interest 
income on fiduciary funds, increased by 1.1% in 1919 
compared to 2.570 in 1988. Excluding investment 
income as well as the effects from changes in fareifn 
exchange rates, worldwide insurance services commis 
sions and fees declined by 5.2% in 1989 and 5.9% in 
1988. In both periods, strong new business greductien 
was more than offset by reductions in premium rates 
and lost business. 
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In 1989. investment incame on fiduciary funds 
increased by 28.971 due te higher shert-term interest 
rates and slishtly hisher investment levels. Investment 
inceme an fiduciary funds increased by 2.8% in 1988 as 
reduced investment levels were mere than offset by 
hisher averarc shart-term interest rates. 

Human resaurce manadtment censulting revenues 
increased by 9.3% and 16.& in 1989 and 1988, respec- 
tively. This grewth reflects the increased demand for 
cansultins services in the areas ef employee benefits, 
campensatian pregrams and cemmunications consult- 
ing. The demand fer these and other human resource 
management censulting services is anticipated to 
remain strans thrausheut 1990. 

O @ r ~ / i n f  Ex)rnsrs 
Tatal aperating expenses increased by 3.270 and 3.3% 
in 1989 and 1988, respectively. Excluding the effects of 
fareign exchange rates in beth periods, operating 
expenses increased by 4.8% in 1989 and 0.9% in 1988. 
The Campany's cast cbntainment efforts should con- 
tinue ta favarably impact the rate of growth of normal 
*peratins casts. 

Salaries and benefit c ~ s t s  increased by 1.0% in 1989 
and 1.5% in 19I1, reflecting reductions in the number 
af empleyees as well as the Company's efforts to con- 
tral salary srrwth a d  employee benefit costs. In 1989, 
the Cempany recegnized gains of $15.7 million from the 
settlement ef pensien rbligations to certain retired 
emplayees in the U.S. In 1988, the Company adopted 
SFAS Na. 87 far its international pension plans, the 
result af which was a reduction in pension expense of 
$12.6 millian aver the 1987 amount. After adjusting for 
these me-time items and the effects of changes in for- 
e i p  exchange rates, worldwide salaries and related 
benefits increased by 4.7% in 1989 and 1.170 in 1988. 
Tatal staff casts reflect a decline in the number of 
empleyees af 1.2% in 1989 and 4.1% in 1988 primarily 
due te cast canbrel measures and sold operations. 

Other operating expenses increased by 6.8% in 1989 
compared to a 6.5% increase in 1988. The 1989 increase 
included charges of $15.2 million reflecting a $7.5 mil- 
lion increase to the Company's professional self- 
insurance reserves arising from settlements connected 
with litigation in Puerto Rico and California as well as a 
$7.7 million write-off of certain system development 
costs. The 1988 increase included $7.3 million of costs 
associated with the decision to phase out the mainframe 
computer service operations of Anistics. After adjust- 
ing for these items and the effects of changes in 
exchange rates, other operating expenses increased by 
5.0% and 2.0% in 1989 and 1988, respectively. 

Premises and depreciation costs increased in both 
periods reflecting generally higher rents on leases and 
system costs associated with enhanced business infor- 
mation systems. Insurance costs for errors and omis- 
sions claims made against the Company includes both 
insurance coverage with third-party insurance compa- 
nies and self-insured programs. The Company believes 
its reserves for the self-insured retention are adequate 
to cover all potential claims. There is no assurance, 
however. that rising litigation and claims costs will not 
adversely impact the costs of the Company's self- 
insurance programs and related insurance coverage. 

Equity Earning.$ 
As described in Note 4, the Company sold TIFCO Inc. 
in 1988 and Evanston Services Inc. in 1987. The results 
of these previously unconsolidated subsidiaries are pre- 
sented on the equity basis through their respective 
dates of sales. 

Other Income and Expenses 
Investment income on non-fiduciary funds increased by 
$6.0 million in 1989 primarily due to an increase in 
interest rates. In 1988, investment income increased by 
$3.5 million due to higher interest rates and interest on 
the note receivable from the sale of TIFCO Inc. 



Interest expense increased by $2.2 million in 1989 due 
to higher interest rates partially offset by a decline in 
average debt outstanding. Higher interest rates and an 
increase in average debt levels were the primary rea- 
sons for an increase of $6.8 million in 1988. 

IN 1989, other income (expenses) includes gains on 
sales of assets of $8.3 million, including a $5.3 million 
gain on the sale of an office building in the United King- 
dom. These gains were partially offset by costs associ- 
ated with certain of the Company's contingent liabilities 
referred to in Note 12. 

Other income (expenses) in 1988 reflected a $26.3 mil- 
lion gain on the sale of TIFCO Inc., offset in part by a 
$10.9 million provision relating to indemnities given on 
the 1987 sale of Shand, Morahan & Company, Inc. 

In 1987, the Company recorded gains of $24.1 million, 
before minority interest, relating to sales of real estate 
in the United Kingdom and France and a $7.5 million 
gain on the sale of a Canadian insurance broking 
subsidiary. 
Income Tares 
The Company's effective tax rate from continuing oper- 
ations was 39.4% in 1989 and 43.5% in both 1988 and 
1987 compared to statutory rates of 34% in 1989 and 
1988 and 40% in 1987. State and local taxes, amortiza- 
tion of goodwill and certain expenses disallowed as  
deductions for tax purposes account for rates higher 
than the U S .  statutory rate. In 1989 and 1987, the 
effective rates were favorably impacted by the sales of 
real estate and businesses. 

In December 1987, the Financial Accauntinr Stan- 
dards Board (FASB) issued SFAS N0.96 ,  "Accrunlil~.;( 
for Income Taxes." The Statement requires deferred 
income taxes to be calculated using the liability methd 
whereby deferred taxes are adjusted currently fcr tax 
rate changes, as  well as places limitatiens en recr~ni- 
tion of deferred tax assets. As a result ef the crmplex 
implementation issues associated with SFAS Nr. 96, 
the FASB has deferred the effective date t@ 1992. Tht 
Company does not plan to adopt the previsiens rf SF.45 
No. 96 until the required effective date. Based uprn 
current tax rates, foreign exchange rates and the rver~ 
all tax position of the Company, the adeptien rf the 
Statement is not expected to have a material impact ro 
the Company's financial position. 

Discontinued Operations 
During 1989, the Company finalized reinsurance aper- 
ments providing the Atlanta and Bermuda insurance 
companies with coverage for their reserves as rf 
December 31, 1988 and up to $50.0 million ef additirnal 
insurance coverage for potential losses in excess rf 
those reserves. The agreements also provide far a,reim- 
surance premium adjustment. Bascd upen current less 
projections, the estimated reinsurance premium djust-  
ment is sufficient to cover the projected run& 
expenses of these operations. As a result sf this trans- 
action and the adequacy of reserves covering the 
remaining contingent exposures, no additi~nal prrvi- 
sion was required to the Company's estimated lassmn 
disposal of its discontinued operations in 1989. 

In 1988, the $6.0 million provision recorded in the 
fourth quarter primarily represented the cast ef the 
reinsurance agreement described above. In 1987, the 
$10.0 million provision primarily related te the estl- 
mated loss on the disposal of Sphere Drake Insurance 
Group. 
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'l'iic Coniyany believes the reserve for estimated loss 
on disposal is sufficient te adequately provide for the 
~.sti~natcd losses th rou~h the period of runoff or indem- 
nification: howerer, there is no assurance that adverse 
deviation may not occur due to the variables inherent in 
the estimation precess, including estimating insurance 
reserves and reinsurance recoverability. 

l < . x t r ~ r d ~ i ~ ~ ~  Crdit.s 
'l'hr fstraerdinary CI-edits of $1.1 million in 1989, $2.5 
~nillioii in 1988 and $3.5 million in 1987 represent the 
t;iz bcneiit resulting from the utilization of net operat- 
ilik loss carl-yfrr~vards. 

Liquidity and Capital Resources 

In 1989. cash flmv generated from operations, supple- 
mented by short~terrn borrowings and the proceeds 
from the sales el assets financed the operating and capi- 
tal rspenciiturc requirements of the Company, a s  well 
as dividend payments and the repurchase of common 
stock. 'l'hc increase in cash and cash equivalents and 
short-tcmi investments primarily represents fiduciary 
funds which are renerally not available for the operat- 
 in^ needs of the Company. The Company's cash equiva- 
lents and short-term investments primarily consist of 
pwrnnient securikies and bank time deposits and are 
mi investment rrade quality. 

The Conipany's capital expenditures in 1989 primar- 
ily represent computer and other office automation 
equipment and kechnology, premises refurbishments 
and varirus acquisitions. Capital expenditures in 1990 
are anticipated to approximate 1989's level. 

In 1988 and 1987, the board of directors authorized 
the purchase of up to 5.0 million shares of the Com- 
pany's stock. During 1989, the Company purchased and 
retired 0.2 million shares at a cost of $5.4 million, bring- 
ing the total number of shares purchased and retired to 
3.7 million at  a cost of $80.3 million. Future repur- 
chases will be dependent upon the market price of the 
Company's common stock and other considerations. 

The  Company maintains long-tern1 credit agree- 
ments, the primary one being a $100.0 million agree- 
ment which expires in 1993. Supplementing the credit 
agreements, the Company has committed unsecured 
lines of credit totaling $139.0 million as  support for pos- 
sible future cash needs. 

In addition to $59.4 million from the sale of TIFCO 
Inc., the Company received $21.2 million in 1989 iron1 
the sales of assets, including $8.5 million from the sale 
of an office building. These proceeds were used to 
reduce bank borrowings. 

In 1989, approximately $10 million of the total premi- 
ums for the reinsurance agreements discussed previ- 
ously was funded by the Company. The  remaining 
premiums were funded from the liquid assets of the 
Atlanta and Bermuda companies. 

The  Company's dividend policy is to pay dividends 
out of current sustainable earnings. While under Mary- 
land law, dividends may he paid from unrestricted paid- 
in-capital, the Company's board of directors has no 
present intention of doing so. 

The  Company believes that cash flow from opera- 
tions, supplemented by the use of short-term borrow- 
ings, will he sufficient to satisfy working capital and 
other requirements in the future. 



REPORT OF MANAGEMENT 

Management of the Company is responsible for all the information and represen- 
tations contained in the consolidated financial statements and other sections of 
the annual report. Management believes that the consolidated financial state- 
ments and related information have been prepared in accordance with generally 
accepted accountmg prmciples appropriate in the circumstances. These financul 
statements necessarily include amounts that are based on mauagement's judg- 
ment and best estimates. 

The Company maintains a system of internal accounting controls to provide 
reasonable assurance that assets are safeguarded against loss from unauthorizd 
use or disposition and that accounting records provide a reliable basis for the 
preparation of financial statements. The internal accounting control system is 
augmented by an internal auditing program, written policies and guidelines, 
including the Company's policy on General Business Ethics, and careful selection 
and training of qualified personnel. 

Deloitte &Touche has been engaged, with the approval of the Company's 
stockholders, as the independent auditors to audit the financial statements of the 
Company and to express an opinion thereon. Their opinion is based on procedurei 
believed by them to be sufficient to provide reasonable assurance that the finan- 
cial statements present fairly, in all material respects, the Company's financial 
position, cash flows and results of operations. Their report is set forth on Page 19 

The Audit Committee of the board of directors is composed of five directors, 
none of whom is an employee of the Company or any of its subsidiaries. It assists 
the board in exercising its fiduciary responsibilities for oversight of audit and 
related matters, including corporate accounting, reporting and control practices. 
It is responsible for recommending to the board the independent auditors to be 
employed for the coming year, subject to stockholder approval. The Audit Com- 
mittee meets periodically with management, internal auditors and the indepen- 
dent auditors to review internal accounting controls, auditing and financial 
reporting matters. 'The independent auditors and the internal auditors have free 

1. I:H. Irvin 
Chairman of the Board, 
President & 
ChiefExecutive Oflicer 

Paul E. Rohner 
Senior Vice President 
& Chief Financial Officer 
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INDEPENDENT AUDITORS' REPORT 

To The Shareholders of Alexander & Alexander Services Inc. 

We have audited the accompanying consolidated balance sheets of Alexander & 
Alexander Services Inc. and its subsidiaries as of December 31,1989 and 1988, 
and the related consolidated statements of income, cash flows and stockholders' 
equity for each of the three years in the period ended December 31,1989. These 
financial statements are the responsibility of the Company's management. Our 
responsihility is to express an opinion on these financial statements based on our 
audits. 

We conducted our audits in accordancc with generally accepted auditing stan- 
dards. Those standards require that we plan and perform the audit to obtain rea- 
sonable assurance about whether the consolidated financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the consolidated financial statements. 
An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall consolidated 
financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all mate- 
rial respects, the financial position of the companies at Decemher 31,1989 and 
1988, and the results of their operations and their cash flows for each of the three 
years in the period ended December 31,1989, in conformity with generally 
accepted accounting principles. 

As discussed under Pension Plans in Note 10 to the financial statemenls, effec- 
tive January I, 1988 the Company changed the method of accounting for its inter- 
national pension plans to conform with Statement of Financial Accounting 
Standards No. 87. 

DELOITTE &TOUCHE 
Baltimore, Maryland 
March 5,1990 



CONSOLIDATED STATEMENTS OF INCOME 

Alexander &Aleunder Services Inc 
Far the thrcryars cndedDscember31. lin millims. ecept@r shore amounts1 

Operating revenues: 
Insurance services 
Human resource management consulting 
Other 

Operating expenses: 
Salaries and benefits 
Other 

Operating income 

Equity in unconsolidated operations (Note 4) 
Other income (expenses): 

Investment income 
Interest expense 
Other (Note 4) 

lncome from continuing operations before income taxes and minority interest 
Income taxes (Note 5) 
lncome from continuing operations before minority interest 
Minority interest 

lncome from continuing operations 
Loss from discontinued operations (Note 2) 
lncome before extraordinary credits 
Extraordinary credits (Note 5) 
Net income 

Per share of common stock (Note 1): 
Income from continuing operations 
Loss from discontinued operations 

Income before extraordinary credits 
Extraordinary credits 
Net income 

Cash dividends 

Weighted average number of shares 

See Notes to Finoncia1 Statements 
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CONS@LIBATED BALANCE SHEETS 

A h & &  A b n d e r  Services Inc. 
A s , f h b n 3 1 ,  /n millinnr) 

Assets 
Current assets: 

Cash and cash equivalents 
Short-term investments 
Acceunts receivable (net of allowance for doubtful accounts 

bf $22.5 in 1989 and $24.5 in 1988) 
Custbmer accounts 
&her 

Total current assets 

Prbperty and equipment-at cost: 
Land and buildings (Note 7) 
Furniture and equipment 
Leasehold improvements 

Less accumulated depreciation and amortization 
Prtpperty and equipment-net 

Other assets: 
Leng-term notes and other receivables (Notes 2 and 4) 
Intangible assets (net of accumulated amortization 

rf $97.3 in 1989 and $87.4 in 1988) 
Other (Note 7) 

Liabilities and Stockholders' Equity 
Current liabilities: 

Accounts payable 
Shert-term debt (Note 6) 
Other payables and accrued expenses 

Total current liabilities 
Lbng-term liabilities: 

bag-term debt (Note 7) 
Beferred income taxes (Note 5) 
&her (Notes 2, 10 and 13) 

Total long-term liabilities 
Cbmmitments and contingent liabilities (Notes 2,4,  11 and 12) 
Stockholders' equity (Notes 7 ,8  and 9): 

Breferred stock, authorized 9.5 shares $1 par value; 
imued and outstanding, none 

Series A Junior Participating Preferred Stock, authorized 0.5 
shares; issued and outstanding, none 

Common stock, authorized 60.0 shares $1 par value; 
isued and outstanding 36.7 and 36.6 shares, respectively 

Class A common stock, authorized 13.0 shares $.00001 par value; 
issued and outstanding 3.1 shares 

Class C common stock, authorized 5.5  shares $1 par value; 
issued and outstanding 0.6 and 0.7 shares, respectively 

Paid-in capital 
Retained earnings 
Accumulated translation adjustments 

Total stockholders' equity 



CONSOLIDATED STATEMENTS OF CASH FLOWS 

Alerander & Alemnder Semzces Inc 
For tho three yeon mdad Decembcr31 hn mrllrons) 1989 1988 1987 

Cash provided (used) by: 

Operating activities: 
Income from continuing operations 
Adjustments to reconcile income from continuing operations to 

net cash provided by operating activities 
Depreciation and amortization 
Deferred income taxes 
Gains on disposition of subsidiaries and other assets 
Gain on pension plan settlements 
Other 

Changes in assets and liabilities, net of effects from acquisitions 
and dispositions: 

Accounts receivable 
Other assets 
Accounts payable 
Other current liabilities 
Other liabilities 
Net cash provided by operating activities before discontinued 

operations and extraordinary items 
Discontinued operations 
Extraordinary items 

Net cash provided by operating activities 
Investing activities: 

Purchases of property and equipment 
Purchases of businesses (net of cash acquired) 
Proceeds from sales of subsidiaries and other assets 

(net of cash sold) 
Purchascs of investments 
Saleslmaturities of investments 

Net cash provided (used) by investing activities 

Financing activities: 
Cash dividends 
Net change in short-term debt 
Additions to long-term debt 
Repayments of long-term debt 
Purchase of common stock 
Issuance of common stock 

Net cash used by financing activities 
Effect of exchange rate changes on cash 
Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

Supplemental cash flow information: 
Cash paid during the year for: 

Interest 
Income taxes (Notes 2 and 5) 

Noncash investing and financing activities: - - 
Capital lease 
Notes received on dispositions of subsidiaries 
Common stock issued for business acauisitions and em~lovee 

benefit plans 

See Notes to Financial Statements. 
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CeNSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY 

Cemmen stock: 
Balance, beginning of year 
Centributed to an employee benefit plan, 0.2 shares in 1987 
Issued for acquisitions, 0.1, 0.2 and 0.7 shares, respectively 
Conversions of Class A and Class C shares into common stock, 0.1, 0.3 and 

2.3 shares, respectively 
C~mmon stock purchased and retired, 0.2 and 0.6 shares, respectively 
Treasury stock retired 
ether, principally stock option transactions 
Balance, end of year 

Class A common stock: 
Balance, beginning of year 
Conversions into common stock, none, 0.2 and 1.6 shares, respectively 
Balance, end of year 

Class C common stock: 
Balance, beginning of year 
Conversions into common stock, 0.1, 0.1 and 0.7 shares, respectively 
Balance, end of year 

Paid-in capital: 
Balance, beginning of year 
Contributed to an employee benefit plan 
Issued for acquisitions 
Cenversions into common stock 
Common stock purchased and retired 
Treasury stock retired 
ether, principally stock option transactions 
Balance, end of year 

Retained earnings: 
Balance, beginning of year 
Net income 
Dividends 
Balance, end of year 

Accumulated translation adjustments: 
Balance, beginning of year 
Foreign currency translation adjustments 
Balance, end of year 

Treasury stock (Note 8): 
Balance, beginning of year 
Purchase of 1.8 and 1.0 shares, respectively 
Issued to an employee benefit plan, 0.1 and 0.1 shares, respectively 
Issued for acquisitions, 0.7 shares 
&her 
Treasury stock retired 
Balance, end of year 

See Nntcs lo Finoncia1 Statements. 



NOTES TO FINANCIAL STATEMENTS ~ i x  miiiims, exupipcrshor~omounL9 

1 .  Significant Accounting Policies 

Consolidation 
The accompanying consolidated financial statements 
include the accounts of Alexander &Alexander Ser- 
vices Inc. and its majority-owned subsidiaries. All sig- 
nificant intercompany transactions and balances 
between consolidated subsidiaries have been elimi- 
nated. As described in Note 4, the Company sold 
TIFCO Inc. in 1988 and Evanston Services Inc. in 1987, 
and accordingly, the results of operations for these pre- 
viously unconsolidated subsidiaries are presented on 
the equity basis through dates of sale in the accompany- 
ing Consolidated Statements of Income. 

Cash Equivalents and Shod-Term Investments 
Cash equivalents are comprised of highly liquid invest- 
ments with maturities of three months or less at the 
time of purchase and are carried at cost which approxi- 
mates market value. 

Short-term investments are comprised of investments 
with maturities at time of purchase of greater than 
three months but less than one year and are carried at 
cost which approximates market value. 

Foreign Currency Translation 
Assets and liabilities denominated in foreign currencies 
are translated at exchange rates in effect at each year 
end. Operating results are translated at average rates of 
exchange prevailing during the year. Unrealized gains 
or losses resulting from translation are included as a 
separate component of stockholders' equity. 

Forward exchange contracts are purchased by the 
Company to hedge the impact of currency fluctuations 
affecting the operating results of certain foreign subsid- 
iaries. Gains and losses on these contracts are generally 
recognized in the period in which the applicable 
exchange rates change. Net foreign currency transac- 
tion gains (losses), amounting to none, $0.7 million and 
$1.2 million for the years ended December 31,1989, 
1988, and 1987, respectively, are included in the deter- 
mination of income from continuing operations. 

Property and Depreciation 
The cost of property and equipment is depreciated gen- 
erally on the straight-line method over the estimated 
useful lives of the related assets which range up to 40 

years for buildings and 10 years for equipment. Lease- 
hold improvements are capitalized and amortized over 
the shorter of the life of the asset or the lease term. 
Maintenance and repair costs are charged to operations 
when incurred 

Intangible Assets 
Intangible assets resulting from acquisitions, princi- 
pally expiration lists and goodwill, are amortized on the 
straight-line method over periods not exceeding 17 and 
40 years, respectively. The costs of non-compete agree- 
ments are amortized on the straight-line method over 
the terms of the agreements. Amortization of intangible 
assets included in operating expenses amounted to 
$16.8 million, $15.6 million and $12.3 million for the 
years ended December 31,1989,1988 and 1987, respec- 
tively. 

Income Taxes 
Deferred income taxes are provided on revenue and 
expense items recognized for financial accounting pur- 
poses in different periods than for incnme tax purposes. 
Income taxes are generally not provided on undistrib- 
uted earnings of foreign subsidiaries because they are 
considered to be permanently invested 

Fiduciary Funds 
Premiums which are due from insureds are reported as 
assets of the Company and as corresponding liabilities, 
net of commissions, to the insurance carriers. Premi- 
ums received from insureds but not yet remitted to the 
carriers are held as cash or investments in a fiduciary 
capacity. Investment income earned on these funds, 
included in operating revenues, amounted to $81.2 mil- 
lion, $63.0 million and $61.3 million for the years ended 
December 31,1989,1988 and 1987, respectively. 
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Rewenwe Recognition 
C~rnrnissions are recognized generally on the effective 
date atthe policies or the billing date, whichever is 
later. h y  subsequent premium adjustments, including 
prlicy emcellations, are generally recognized upon noti- 
fication kom the insurance carriers. Contingent com- 
missims and commissions on policies billed and 
collected directly by insurance carriers are recognized 
when received. Fees for services rendered are generally 
recrmized when earned. 

Per &re Data 
Earrungs per share are based on the weighted average 
numkr of common shares and their economic equiva- 
lents eutstanding during each period and, if dilutive, 
sham issuable under stock option plans or debenture 
conversion rights. Dividends per share are based on the 
Company's common and economic equivalent shares 
outstanding at each record date. 

Presentation 
Unless otherwise indicated, all amounts are stated in 
millians of U S .  dollars. Certain prior period amounts 
have been reclassified to conform with the current year 
presentation. 

2, Discontinued Operations 

In March 1985, the Company discontinued the insur- 
ance underwriting subsidiaries acquired in 1982 as part 
of the Alexander Howden Group plc (Alexander How- 
den) acquisition. Accordingly, the estimated loss on dis- 
posal, which includes estimated operating results 
thrrugh disposal or runoff and estimated realizable val- 
ues, is presented separately from continuing operations 
in the Consolidated Statements of Income. 

In 1987, the Company sold Sphere Drake Insurance 
Greq (Sphere Drake) for $55.5 million, including the 
settlement of an intercompany balance of $24.3 million. 
The sales agreement provides indemnities from the 
Ctmpny for various potential liabilities of Sphere 
Brake. In connection with certain of these indemnities, 
the Bompariy purchased from the buyer pounds sterling 
25.7 million zero coupon notes with interest rates from 
10% te 12% due in 1995. These long-term notes receiv- 
able are included in the Consolidated Balance Sheets a t  
adiscaunted value of pounds sterling 19.3 million ($31.1 
millien and $34.6 million a t  December 31,1989 and 
1988, respectively). The repayment of these notes by 

the buyer is subject to offset based upon the adequacy 
of the loss resewes and reinsurance recoverables 
recorded on the books of Sphere Drake at December 
31,1986. There has been some deterioration in loss 
resewes and uncollectible reinsurance balances, along 
with a court decision issued against Sphere Drake in the 
United Kingdom relating to an indemnified legal contin- 
gency. The decision is subject to appeal. The Company 
believes that the interest income on the zero coupon 
notes, the recognition of which will be deferred until 
realization is assured, continues to be in excess of any 
required indemnifications and offsets under the sales 
agreement. 

During 1989, the Company finalized reinsurance 
agreements providing the Atlanta and Bermuda insur- 
ance companies, currently in runoff, with insurance 
coverage for their reserves as  of December 31,1988 
and for up to $50.0 million of insurance coverage for 
potential losses in excess of those reserves. The agree- 
ments also provide for a reinsurance premium adjust- 
ment whereby at any time after January I, 2001, the 
reinsurance agreements can be terminated and any 
excess funds, net of any reinsurance premium paid to a 
substitute reinsurance company, would be returned to 
the Company. Based upon current loss projections, the 
estimated reinsurance premium adjustment is sufficient 
to cover the future runoff expenses of the Atlanta and 
Bermuda operations 

Loss on Disposal 
The components of the estimated loss on disposal and 
related income tax provisions (benefits) are as follows: 

For theyears ended December31, 1989 1988 1987 

Pre-Tax Loss $ - $(16.7) $(18.9) 
Income Tax Benefit 

Current - (5.2) (8.4) 
Deferred 

Net Loss 



In 1988, the $6.0 million provision relates primarily to 
the net estimated cost of the reinsurance agreement of 
the Atlanta and Bermuda insurance companies. 

In 1987, the $10.0 million provision relates primarily 
to the loss on the disposal of Sphere Drake. 

Net Liabilities of Discontinued Operations 
A summary of the net liabilities of the Company's dis- 
continued operations as of December 31,1989 and 
1988, is as follows: 

1989 1988 

Assets 
Cash and investments $ 23.8 $ 73.3 
Other assets 18.3 47.3 -- 

42.1 120.6 -- 

Liabilities 
Claim liabilities 5.3 109.2 
Other liabilities 18.5 10.1 -- 

23.8 119.3 -- 

Corporate reserve for estimated loss on 
disposal (see below) 28.8 22.7 -- 

Net liabilities of discontinued operations $ 10.5 $ 21.4 -- -- 

During 1989 and 1988, the Company remitted approx- 
imately $15.6 million and $10.6 million, respectively, to 
the discontinued operations representing tax benefits 
from prior years' losses and funding of claim liabilities. 

An analysis of the Company's reserve for estimated 
loss on disposal of its discontinued operations is as fol- 
lows: 

I989 1988 I987 

Balance, beginning of year $22.7 $15.3 $23.1 
Provision recorded for estimated loss on 

disposal - 6.0 10.0 
Operating income (loss) of companies 

being runoff 6.6 (7.6) (4.4) 
Gain (loss) an divestitures - - (7.8) 
U.K. tax refunds - 9.3 - 

Other 

Balance, end of year 

In 1988, the Company received tax refunds inclnelinr 
interest from the Inland Revenue in the United King- 
dom amounting to $9.3 million. The settlement relates 
principally to the agreement of prior years' losses a d  
the tax deductibility of certain items relating to Alexm 
der Howden's underwriting operations. 

While the reserve is based upon management's best 
judgment, there is no assurance that further adverse 
developments may not occur due to the variables inher- 
ent in the estimation process. 

3. Acquisitions 

Poolings of Interests 
The total number of shares issued in transactions 
accounted for as poolings of interests aggregated 0.6 
million during 1987. There were no poolings of interest 
in 1989 or 1988. 

Purchases 
The cost of businesses acquired by the Company in 
transactions accounted for as purchases aggregated 
$12.2 million in 1989, including 0.1 million shares of 
common stock; $25.4 million in 1988, including 0.9 mil- 
lion shares of common stock; and $24.8 million in 1987, 
including 0.1 million shares of common stock. The 
excess of the purchase price over the fair value of net 
tangible assets acquired was approximately $12.4 mil- 
lion, $25.1 million and $18.6 million, respectively, and is 
being amortized over periods not exceeding 40 years. 

The effect of these acquisitions was not significant to 
the Company's consolidated financial statements 

4. Dispositions 

TIFCO Inc. 
In 1988, the Company sold its wholly owned premium 
finance subsidiary, TIFCO Inc., for proceeds of $73.8 
million. Of the total proceeds, $7.0 million was received 
at closing and $58.5 million, plus interest, was received 
in January 1989. Under an amended agreement, the 
remaining balance of $8.3 million, plus interest, is due 
in five installments from 1990 to 1994 and is contingent 
upon future premium financing volume placed at 
TIFCO. A pre-tax gain of $26.3 million has been recog- 
nized on the sale and is included in Other Income 
(Expenses) in the Consolidated Statements of Income. 



Revenues, income before taxes and net income relat- 
inc te TIFCO through date of sale were $21.8 million, 
$5.1 million and $3.4 million, respectively, in 1988 and 
$31.8 million, $9.6 million and $5.4 million, respec- 
tively, in 1987. 

Shsnd, Morahan & Company, Inc. 
In 1987, the Company sold its domestic underwriting 
management subsidiary, Shand, Morahan & Company, 
Inc. (Shand) for approximate hook value of $62.8 mil- 
lien. The proceeds included $11.0 million cash, net of an 
intercompany balance of $19.5 million, and a deferred 
payment of $32.3 million plus interest due in 1992. Of 
the tetal deferred payment, $29.3 million is subject to 
effset based upon the adequacy of the loss reserves and 
reinsurance recoverables recorded, as  of December 31, 
1986, on the books of Evanston Services Inc. (ESI), a 
52%-owned insurance underwriting subsidiary of Shand 
at date of sale. In addition, the Company has agreed to 
indemnify the purchasers of Shand against certain con- 
tingencies, including the Mutual Fire, Marine and 
Inland Insurance Company contingency described in 
Note 12. 

Revenues, equity earnings of ESI and net income 
relating to Shand through date of sale in 1987 were 
$23.1 million, $2.0 million and $0.3 million respectively. 

The Company recorded a $10.9 million provision in 
1988 relating to the indemnities given by the Company. 
The provision resulted from deterioration in loss 
reserves and additional uncollectible reinsurance hal- 
nnce notified to the Company by ESI, as  well as the 
Company's estimate of additional deterioration based 
en the volatile nature of ESI's book of business which 
includes long-duration liability exposures. The 1988 
prevision also incorporated legal costs associated with 
defending the Company against other indemnified loss 
contingencies. In 1989, substantially all of the Com- 
pany's estimate of the additional future deterioration 
was recorded by ESI, primarily as a result of one large 
claim and substantial reserve strengthening. As a 
result, the Company does not anticipate realizing any 
interest income on the contingent deferred payment 
balance. 

While the provision is based upon management's best 
judgment and is adequate at this time based on informa- 
tion available to the Company, there is no assurance 
that further adverse developments may not occur due to 

Other 
In 1989, a wholly owned United Kingdom subsidiary 
sold real estate for cash of approximately $8.5 million, 
resulting in a pre-tax and after-tax gain of $5.3 million 
and $4.7 million, respectively. During 1987 a wholly- 
owned United Kingdom subsidiary and a 50%-owned 
French subsidiary sold their respective office buildings 
for cash of approximately $35.3 million. The pre-tax 
and after-tax gains on these transactions were approxi- 
mately $21.5 million and $16.9 million, respectively. 
The pre-tax gains are included in Other Income 
(Expenses) in the Consolidated Statements of Income. 

5. Income Taxes 

The components of income from continuing operations 
before income taxes are as follows: 

For theycan cnd~dDmceher  31, 1989 1988 I987 

United States $ 28.8 16 74.8 $ 66.9 
International 

The components of the provision for income taxes on 
continuing operations are as follows: 

For iheyenrs ended Decrmber31, 1989 1988 1987 

Current: 
Federal $15.3 $21.8 $12.2 
State and local 4.0 7.9 5.7 
International 

Deferred: 
Federal 
State and local 
International 

Total tax provision 

The Company files a U S .  federal consolidated tax 
return which includes the losses of its U S .  discontinued 
operations. The current federal provision recognizes 
the amounts payable to the discontinued operations for 
the tax benefits relating to such losses. 

the variables inherent in the estimation process. 



The components of the deferred income tax provision 
on continuing operations are as follows: 

For theyears ended December31, 1989 1988 1987 

Excess of tax over bwk depreciation $(0.2) $ 1.8 5 2.2 
Tax leases (3.0) (2.8) (3.2) 
Financial accounting accruals, net 9.4 (0.1) 0.4 
Net deferred gains on subsidiary 

dispositions (3.4) 2.8 - 
Net operating loss and other tax credit 

camiforwards - 4.2 17.4 
Other 

A reconciliation of the tax provision and the amount 
computed by applying the U S .  federal income tax rate 
of 34% in 1989 and 1988 and 40% in 1987 to income 
from continuing operations before income taxes is as 
follows: 

For theyuors ended December31, 1989 1988 1987 

Computed "expected" tax expense $34.8 $43.8 556.9 
State and local income taxes.net of federal 

income tax benefit 2.9 5.4 3.4 
Foreign statutory rates over (under) U.S. 

Federal statutory rate 1.4 2.8 (0.6) 
Benefit of income taxed at capital gains or 

other rates (2.1) - (3.8) 
Amortization of intangible assets 2.5 2.8 2 1  
Other non-deductible expenses 4.7 3.8 2.7 
Other, net - (3.9) (2.5) 1.3 
Total tax provision $40.3 $56.1 562.0 - - -  - - -  

For the years 1982,1986 and 1987, tax deductions 
totaling $132.8 million, net of estimated recoveries, 
were claimed by the Company for a loss sustained in 
connection with the acquisition of Alexander Howden. 
The $61.1 million in tax benefits associated with these 
tax deductions are reflected in the deferred income tax 
balances in the Consolidated Balance Sheets and will 
not be recognized for income statement purposes until 
realization is reasonably assured. During 1988, the 
Internal Revenue Service (IRS) issued its Revenue 
Agent's Report in connection with the completion of the 
examination of the Company's 1982 U S .  consolidated 
federal tax return. As anticipated, the IRS disallowed 
the $43.1 million tax deduction which was claimed in 
1982. In addition, the IRS disallowed a tax deduction 
for certain costs which the Company incurred in its 
post-acquisition investigation into Alexander Howden. 

The Company filed its protest against these two issues 
with the Appeals Division of the IRS on December 30, 
1988, and is currently awaiting completion of additional 
work by the Examinations Branch of the IRS. It is the 
Company's opinion that the amounts not yet recognized 
for income statement purposes are sufficient to cover 
any potential liability arising out of these issues. 

The Company is currently under examination by the 
IRS for the years 1983 through 1986. During the years 
under examination, the Company recorded an $11.4 mil- 
lion tax benefit in connection with an indemnificatim 
policy taken out against the potential adverse effeck ef 
losses arising out of certain underwriting exposures. It 
is expected that the IRS will review the deductions 
associated with this item; however, the Company 
believes it will be successful in sustaining these 
deductions. 

The extraordinary credits of $1.1 million in 1989, $2.5 

million in 1988 and $3.5 million in 1987 represent the 
realization of tax benefits resulting from the utilizaken 
of net operating loss carryforwards. At December 31, 
1989, the Company had, for financial reporting pur- 
poses, net operating loss carryforwards in the US.  sf 
approximately $1.6 million which will expire in the 
years 1996 to 1998. 

At December 31,1989, the net undistributed earnings 
of foreign subsidiaries aggregated approximately 
$226.8 million. Since these earnings are considered per- 
manently invested, no provision has been made for 
additional U S .  income taxes which might result upm 
distribution of such earnings. 
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In December 1987, the Financial Accounting Stan- 
dards Board (FASB) issued SFAS No. 96, "Accounting 
fer Income Taxes," which requires that deferred 
income taxes be calculated using the liability method 
and restricts the conditions under which deferred tax 
assets can be recorded. Under this method, future tax 
liabilities will be adjusted in a current period for 
changes in income tax rates. As a result of the complex 
implementation issues in applying the provisions of 
SFAS No. 96, the FASB has deferred the effective date 
sf this Statement to 1992. The Company does not plan 
te adopt SFAS No. 96 until the required effective date. 
Based upon current tax rates, foreign exchange rates 
and the overall tax position of the Company, adoption of 
the Statement is not expected to have a material impact 
an the Company's financial position. 

6. Short-Term Debt 

Consolidated short-term debt consists of the following: 

As o/December 31, 1989 1988 

Commercial paper $ 42.5 $64.9 
Notes payable to financ~al institutions 52.7 21.0 
Cument portion of long-term debt (Note 7) 5.3 5.0 - -  

10U.5 90.9 

Less short-term debt reclassified as long-term 
(Note 71 95.2 85.9 - -  

$ 5.3 $ 5.0 - -  -- 

Information with respect to short-term borrowing 
activity is as follows: 

AsofDecember31, 1989 1988 1987 

Csmmercial paper: 
Balance at year end $42.5 $64.9 $34.8 
Weighted average interest rate 8.7% 9.3% 8.3% 
Maximum outstanding $64.5 $64.9 $50.0 
Average outstanding $44.8 $51.2 $29.7 
Weighted average interest rate during 

the year 9.5% 7.990 7.0% 
Notes payable to financial institutions: 

Balance at year end $52.7 $21.0 $20.2 
Weighted average interest rate 11.5% 109% 8.2% 
Maximum outstanding $52.7 $34.0 $21.1 
Average outstanding $26.5 $27.6 $ 4.3 
Weighted average interest rate during 

the year 12.1% 9.6% 8.890 

The maximum outstanding balance above reflects the 
maximum amount of each category outstanding at any 
month end. The maximum aggregate short-term debt 
outstanding at any month end was $95.2 million, $89.8 
million and $56.1 million in 1989, 1988 and 1987, 
respectively. 

Including the $roo million credit facility described in 
Note 7(B), the Company has committed unsecured lines 
of credit totaling $239.0 million of which ~zoz.6  million 
was unused as of December 31,1989. The lines may be 
drawn as needed with interest at market rates and carry 
an annual commitment fee of no greater than %% of the 
line. In addition, the Company has approximately $65.6 
million of uncommitted bank lines of credit which are 
available for general corporate purposes, of which $38.6 
million was unused at December 31,1989. 

7. Long-Term Debt 

Consolidated long-term debt outstanding is as follows: 

As o,fl)ecember 31, 1.989 1988 

1190 Convertible subordinated debentures (A) $ 67.6 $ 67.6 
Reclassified short-term debt (B) 95.2 85.9 
Long-term credit agreement (B) 6.5 12.6 
Obligation under capital lease (Cl 21.8 20.7 
Non-recourse mortgage notes (D) 20.2 20.5 
Other 9.5 12.3 -- 

220.8 219.6 
Less current portion (Note 6)  5.3 5.0 -- 

$215.5 $214.6 -- -- 

The principal portion of payments required during the 
next five years is $5.3 million in 1990, $9.7 million in 
1991, $6.4 million in 1992, $5.7 million in 1993 and $5.7 
million in 1994. 



A. 11% Convertible Subordinated Debentures 
The debentures are unsecured subordinated obligations 
maturing April 15,2007. The debentures were issued in 
connection with the acquisition of Alexander Howden 
under an Indenture agreement dated February I, 1982, 
and are convertible into common shares at $39 per 
share, subject to adjustment under certain conditions 
and to prior redemption. The remaining debentures are 
redeemable any time, at the Company's option, at 
105.87% of par value prior to April 15,1990, and at 
declining prices thereafter until April 15,1997. Com- 
mencing April 15,1992 and annually thereafter, 5% of 
the aggregate principal amount outstanding as of Octo- 
ber 15,1991, must be redeemed at the principal amount 
through the operation of a mandatory sinking fund. 

6. Long- Term Credit Agreements 
The Company has a $100 million long-term credit agree- 
ment which expires in June 1993. The agreement con- 
tains various restrictions including limits on minimum 
net worth, maximum consolidated debt, minimum inter- 
est coverage and minimum consolidated cash flow from 
continuing operations. The Company has the option to 
select domestic or Eurocurrency borrowings priced at a 
spread over the appropriate index. The Company has 
not borrowed under this agreement. 

In the event short-term borrowings cannot be made 
advantageously, the Company intends to use this facil- 
ity to refinance a portion of its short-term borrowings 
on a long-term basis. Accordingly, $95.2 million and 
$85.9 million of short-term debt has been reclassified 
as long-term debt at December 31,1989 and 1988, 
respectively. 

In addition, in 1988 a Canadian subsidiary entered 
into a three-year credit agreement which expires in 
May 1991. The agreement provides for a credit facility 
of up to Canadian $15.0 million under various borrow- 
ing options with interest rates of either I/Z% below the 
Canadian prime rate (13.5% at December 31,1989) or 
at bankers' acceptance rates. 

C .  Obligation Under Capital Lease 
Effective December 31, 1987, a 50%-owned French 
subsidiary entered into a lease agreement for office 
facilities which is classified as a capital lease. Future 
minimum lease payment obligations are approximately 
$2.1 million for each of the next five years and an aggre- 
gate of $34.4 million thereafter. 

D. Non-Recourse Mortgage Notes 
Under terms of the sale agreement of TIFCO (see 
Note q), two wholly owned real estate subsidiaries sf 
TIFCO were transferred to the Company at net boek 
value prior to closing. The net assets of these subsid- 
iaries, which are now included in the consolidated finan- 
cial statements include principally an investment in a 
direct financing lease of an office building and related 
non-recourse mortgage notes. The mortgage notes bear 
interest at rates between 12.190 and 13.0% and are pay- 
able in semiannual installments of $1.4 million (includ- 
ing principal and interest) through September 2010. 

The components of the net investment in the direct 
financing lease, included in Other Assets in the Consdi- 
dated Balance Sheets as of December 31,1989 and 
1988, are as follows: 

Future minimum lease payments to be received 
Unguaranteed residual value accruing to the 

benefit of the Company 7.9 7.9 
Less unearned income (62.6) (64.3) - -  
Net investment in lease $22.0 $Z&i -- --  

Future minimum lease payments to be received are 
approximately $2.6 million for each of the next five 
years and an aggregate of $63.7 million thereafter. 
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8. Common and Preferred Stock 

&mmon Stock 
In connection with the Reed Stenhouse Companies 
Limited (RSC) merger in 1985, the Company issued two 
new classes of voting equity securities, Class A and 
Class C common shares, with voting rights equal to the 
Company's common stock. Associated with each such 
share is a dividend paying share issued by a Canadian 
(RSC Class I share) or a United Kingdom (AAE Divi- 
dend share) subsidiary which pays dividends in Cana- 
dian dollars and Sterling, respectively, equivalent to the 
dividends paid on shares of common stock. Holders of 
these securities, therefore, hold the economic equiva- 
lent of shares of common stock. Each Class A share 
(together with an RSC Class I share) and Class C share 
(together with an AAE Dividend share) may be 
exchanged at any time for a share of common stock. 

At December 31,1989, the Company had 5.5 million 
shares of common stock reserved for issuance under 
employee stock option plans, 0.3 million shares 
reserved for contingent issuance under business pur- 
chase agreements, 1.7 million shares reserved for issu- 
ance in the event of conversion of the 11% convertible 
subordinated debentures and 3.8 million shares 
reserved for issuance upon redemption or conversion of 
the Class A and Class C common shares. 

Dividend Restrictions 
No dividends may be declared and paid on the Com- 
pany's common stock unless an equivalent amount per 
share is declared and paid on the economic equivalent 
shares. Accordingly, the Company's ability to pay divi- 
dends is limited by the amounts available to the Cana- 
dian and U.K. subsidiaries for such purposes. These 
amounts approximate Canadian $46.7 million or $40.4 
million, assuming certain solvency tests are met under 
Canadian law, and pounds sterling 43.8 million or $70.6 
million, respectively, at December 31,1989. In the 
event sufficient earnings are not available in Canada or 
the United Kingdom to declare dividends, the Com- 
pany's legal structure allows it to make earnings or cap- 
ital available in those countries to pay dividends. 

Preferred Stock and Related Rights 
The Company's preferred stock can be issued in one or 
more series with full or limited voting rights, with the 
rights of each series to be determined by the board of 
directors before each issuance. 

In 1987, the board of directors authorized a series of 
preferred stock, Series A Junior Participating Preferred 
Stock (Preferred Shares), $1.00 par value per share and 
declared a dividend of one preferred share purchase 
right (Right) for each outstanding share of common 
stock, each common stock equivalent and each subse- 
quently issued share. Each Right entitles the holder 
thereof to buy one one-hundredth of a Preferred Share 
at a price of $85. The Rights will become exercisable 
only if a person or group acquires 20% or more of the 
Company's voting shares or announces a tender or 
exchange offer for 30% or more of such voting shares. 
If the Company is subsequently acquired each Right 
will entitle its holder to purchase, at the then-current 
exercise price, stock of the surviving company having a 
market value of twice the exercise price of each Right. 
The Rights are redeemable by action of the board of 
directors prior to becoming exercisable at a redemption 
price of $.or per Right. The Rights, which were in 
effect as of December 31,1989, will expire on July 6,  

1997. 

Treasury Stock 
The board of directors has authorized, subject to cer- 
tain business and market conditions, the purchase of up 
to 5 million shares of the Company's common stock. As 
of December 31,1989, the total number of shares pur- 
chased was 3.7 million at an average price of $21.77 per 
share. 

In 1988, the State of Maryland enacted legislation 
requiring Maryland corporations to treat shares 
acquired of its own stock as  authorized but unissued 
shares. Beginning in 1988, the cost of the Company's 
treasury stock has been allocated as a reduction of com- 
mon stock and paid-in capital. 



9. Stock Option and Incentive Plans 
In 1988, the shareholders approved the 1988 Long- 
Term Incentive Compensation Plan (1988 Plan) which 
provides for the granting of up to 3 million shares of the 
Company's common stock to officers and key employ- 
ees as stock options (including incentive stock options 
and non-qualified options), stock appreciation rights, 
restricted stock awards, performance sharelunit awards 
and other stock based awards. 

Stock options may be granted under the 1988 Plan at 
a price not less than the fair market value of the com- 
mon stock on the date the option is granted and, with 
respect to incentive stock options, must be exercised 
not later than 10 years from date of grant and, with 
respect to non-qualified options, must be exercised not 
later than 10 years and one day from date of grant. 

Stock appreciation rights may he granted alone or in 
conjunction with a stock option at a price not less than 
the fair market value of the common stock at date of 
grant. Upon exercise of a stock appreciation right, the 
participant will receive cash, common stock or a combi- 
nation thereof equal to the excess of the market value 
over the cxercise price of the stock appreciation right. 
Exercise of either the right or the stock option will 
result in the surrender of the other. 

Restricted stock awards may be granted which limit 
the sale or transfer of the shares until the expiration of a 
specified time period. Such awards are subject to for- 
feiture if the participant does not remain in the employ 
of the Company throughout the restricted time period. 
A maximum of 750,000 shares may be issued under the 
1988 Plan. There were 45,000 and 2,000 shares issued 
in 1989 and 1988, respectively. 

Performance sharelunit awards may be granted based 
upon certain performance criteria as determined by the 
Compensation and Benefits Committee of the board of 
directors. Upon achievement of the performance share1 
unit criteria, the participant will receive cash, common 
stock or a combination thereof equal to the award. 
There were 63,300 and 121,600 performance sharelunit 
awards made in 1989 and 1988, respectively. 

The Company's Long-Term Compensation Program 
(1982 Program), adopted in 1982, was superceded by 
the 1988 Plan described above. The 1982 Program cen- 
sisted of three independent plans providing for stock 
options, performance bonus awards and restricted 
stock awards. No stock options were granted after 
December 31,1988, and no awards were made after 
May 19,1988, under either the performance bonus er 
restricted stock plans. 

Stock Option transactions under these programs were 
as follows: 

Number O p t i o n h a  
of Per Skre 

Shares Range 
Outstanding, Janualy 1, 1987 1,546,586 $17.75-$38.63 

Granted 956,600 17.75- 25.36 
Exercised (48.3441 17.75- 24.5) 
Canceled 

Outstanding, December 31, 1987 
Granted 
Exercised 
Canceled 

Outstanding, December 31, 1988 
Granted 
Exercised 
Canccled 

Outstandinp, December 31, 1989 

The number of options exercisable at December 31 were as 
follows: 
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ment Plans an fees' Retire 

Pension Plans 
d Benefits ~laries and benc 

Income. 
:fits in the Consolidate d Statements of 

The Company has contributory and non-contributory 
defined benefit pension plans covering substantially all 
demestic and international employees. The plans gener- 
ally provide pension benefits that are based on the 
employee's years of service and compensation prior to 
retirement. In general, it is the Company's policy to 
fund these plans consistent with laws and regulations of 
the respective taxing jurisdictions in which the Com- 
pany operates. An overfunding exists in the United 
States' largest plan. As a result, the Company does not 
anticipate making any contributions to this plan until 
the overfunding is substantially reduced. 

During 1989, the Company's primary U S .  plan 
referred to above purchased annuity contracts for $37.4 
million to settle the accumulated benefit obligations to 
certain retirees as of December 31, 1988. The resulting 
pretax gain of $15.7 million has been recognized as a 
reduction of 1989 pension expense and is included in 

Vsted benefit obligation 

Aacumulated benefit obligation 

Projected benefit obligation 
?Ian assets at fair market value 

Excess of plan assets over projected benefit obligation 
Unrecognized net (gain) loss 
Unrecognized prior service cost 
Unrecognized net assets being amortized over 16 years 

(Aacmed) prepaid pension cost 

Assumed discount rate 
Asumed rate of compensation increase 
Expected rate of return on plan assets 

Effective January I, 1988, the Company adopted 
Statement of Financial Accounting Standards (SFAS) 
No. 87, "Employers' Accounting for Pensions," for its 
significant international pension plans. The Company 
had adopted SFAS No. 87 for its domestic plans in 
1985. Total pension costs for these plans, under SFAS 
No. 87, for the years ended December 31,1989,1988 
and 1987 are summarized as follows: 

1989 1988 1987 

Service cost $ 24.8 $ 25.2 $ 15.3 
Interest cost 29.9 28.9 13.4 
Actual return on plan assets (101.5) (54.3) (10.9) 
Net amortization and deferral 48.6 3.3 (13.8) 

Net pension costs 

International pension expense totaled $16.1 million in 

1987. 
The following table sets forth the funded status and 

amounts recognized in the Company's Consolidated 
Balance Sheets as of December 31,1989 and 1988: 



At December 31,1989 and 1988, approximately 75% 
and 63%, respectively, of all plan assets are invested in 
equity securities and 25% and 37%, respectively, in 
cash equivalents and/or fixed income securities. 

Thrift Plans 
The Company maintains thrift plans for most U S .  and 
Canadian employees. Under the thrift plans, eligible 
employees may contribute amounts through payroll 
deduction, supplemented by Company contributions, 
for investments in various funds established by the 
plans. The cost of these plans was $6.5 million in 1989, 
$6.5 million, (including 0.1 million shares of common 
stock valued at $1.4 million) in 1988 and $6.7 million, 
(including 0.2 million shares of common stock valued at 
$6.0 million) in 1987. 

Post-Retirement Benefits 
Substantially all of the Company's U.S. employees may 
become eligible for certain health care benefits up to 
age 65 and life insurance benefits if they reach normal 
retirement age while working for the Company. The 
cost of providing these benefits for retirees is not sepa- 
rable from the cost for active employees in the United 
States. The total cost, which is recognized as expense 
when premiums or claims are paid, and number of 
employees were as  follows: 

1989 1988 1987 

Total cost $26.8 $28.2 524.2 
Number of employees (thousands): 

Active 9.3 9.6 9.8 
Retired 1.7 1.3 1.4 

Certain of the Company's international subsidiaries 
have similar plans for their employees; however, most 
retirees are covered primarily by government spon- 
sored programs. As a result, the cost to the Company 
for retired employees is not significant for these pro- 
grams. 

Deferred Compensation Plan 
In 1985, the Company established a deferred compensa- 
tion plan which permitted certain of its key officers and 
employees to defer a portion of their incentive compen- 
sation in each of the succeeding four years. In 1986, the 
plan was amended to permit a single election to defer, 
in 1987, all remaining amounts deferrable under the 
plan. The deferred compensation is being accrued over 
the period of active employment on a present value 
basis. To fund these plans, the Company has purchased 
whole-life insurance on each participant's life. The 
Company's obligation under the plan, $11.9 million and 
$10.7 million at December 31,1989 and 1988, respec- 
tively, is included in Other Long-term Liabilities in the 
Consolidated Balance Sheets. 

11 .  Commitments 

Lease Commitments 
The Company leases property and equipment under 
non-cancellable operating lease agreements which 
expire at various dates through 2013. 

Future minimum annual rentals under non- 
cancellable leases are as follows: 

1990 $ 84.8 
1991 76.8 
1992 69.9 
1993 63.2 
1994 55.4 
Thereafter 3174 

Total minimum lease payments $666.7 - 

Rent expense for office space, which includes prep- 
erty taxes and certain other costs, amounted to $91.3 
million, $87.3 million and $82.8 million for the years 
ended December 31,1989,1988 and 1987, respectively. 

Other Commitments 
The Company has guaranteed certain borrowings and 
letters of credit and has otherwise agreed to reimburse 
thc payment of certain other asserted or unasserted lia- 
bilities of subsidiaries. While these assurances and 
guarantees may expose the Company to financial cmse- 
quences, it is management's opinion that any adverse 
effects will not be material to the Company's financial 
condition. 
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12. Contingent Liabilities 

The Company and its subsidiaries are subject to various 
claims and lawsuits from both private and governmen- 
tal parties in the ordinary course of business, consisting 
principally of alleged errors and omissions in connec- 
tion with the placement of insurance and in rendering 
consulting services. In some of these cases, the reme- 
dies that may be sought or damages claimed are sub- 
stantial. Additionally, the Company and its subsidiaries 
are subject to the risk of losses resulting from the 
potential uncollectibility of insurance and reinsurance 
balances and claims advances made on behalf of clients. 

Following the acquisition of Alexander Howden in 
January 1982, certain claims, relating primarily to the 
placement of reinsurance by Alexander Howden sub- 
sidiaries and questionable broking and underwriting 
practices of former Alexander Howden officials and 
others, were asserted. In particular, claims have been 
asserted against the Company and certain of its subsid- 
iaries alleging, among other things, that certain of the 
Company's subsidiaries accepted, on behalf of certain 
insurance companies, insurance or reinsurance at pre- 
mium levels not commensurate with the level of under- 
writing risks assumed and retroceded or reinsured 
those risks with financially unsound reinsurance compa- 
nies. In two pending actions, plaintiffs seek compensa- 
tory and punitive damages totaling $69.0 million based 
on treble damage claims under the Racketeer Influ- 
enced and Corrupt Organizations Act (RICO). Related 
actions and claims contain a variety of similar allega- 
tions and seek treble damages. Management of the 
Company believes that there are valid defenses to all 
claims that have been made with respect to these activi- 
ties. The Company is vigorously defending the pending 
actions. 

Prior to its sale in 1987, Shand and its subsidiaries 
provided underwriting management services for and 
placed insurance and reinsurance with and on behalf of 
the Mutual Fire, Marine and Inland Insurance Com- 
pany (Mutual Fire). Mutual Fire was placed in reha- 
bilitation by the Courts of the Commonwealth of Penn- 
sylvania in December 1986. In January 1990, the super- 
visory court approved a plan of rehabilitation for 
Mutual Fire. As part of the process of rehabilitation, 
the regulator controlling Mutual Fire may assert claims 
against Shand and its subsidiaries based upon Shand's 
relationship with Mutual Fire. Other claims have been 
or may be asserted by other affected parties, including 
insureds of Mutual Fire. The sales contract between 
the Company and Shand's purchasers obligates the 
Company to certain indemnities with respect to this 
contingency. 

These contingent liabilities involve significant 
amounts, and while it is not possible to predict with cer- 
tainty the outcome of such contingent liabilities, their 
coverage under the Company's risk management pro- 
gram, which includes professional liability insurance 
policies, or their financial impact on the Company, man- 
agement presently believes that such impact will not be 
material to the Company's financial condition. 

13. Litigation Settlement 

In November 1986, the Company settled its lawsuit, 
which commenced in 1983, against certain former audi- 
tors of Alexander Howden. The terms of the settlement 
included the payment of $24.0 million to the Company. 
Recognition of this recovery in the Consolidated State- 
ments of Income has been deferred pending final reso- 
lution of specific loss contingencies arising out of the 
Alexander Howden acquisition which were known at 
the date of the settlement. The amount of the recovery 
is included in Other Long-term Liabilities in the Com- 
pany's Consolidated Balance Sheet. 

In 1987, the Company's after-tax contribution to the 
settlement offered to members of Lloyd's syndicates 
formerly managed by PCW Underwriting Agencies 
Ltd. was charged against this recovery and, accord- 
ingly, the amount deferred was reduced to apprexi- 
mately $22.3 million. 



14. Business Segments 

Segment information is provided for the Company's 
two reportable segments, Insurance Services and 
Human Resource Management Consulting. 

Insurance Services includes a broad range of insur- 
ance brokerage services such as negotiating and placing 
casualty, property and marine insurance, reinsurance 
brokerage, risk analysis and management, and self- 
insurance services. 

1989 
lnsurance services 
Human resource management consulting 
Other business 
General corporate 

1988 
Insurance services 
Human resource management consulting 
Other business 
General corporate 

1987 
Insurance services 
Human resource managPment consult in^ 
Other business 
Equity in unconsolidated operations 
General corporate 

Geographical areas: 

1989 
United States 
Gniled Kingdom 
Canada, principally RSC 
Other countries 
General corporate 

1988 
United States 
United Kingdom 
Canada, principall\. RSC 
Other countries 
General corporate 

1987 
United States 
TJnited Kingdom 
Canada. principally RSC 
Other countries 
Equity in unconsolidated operations 
General corporate 

Human Resource Management Consulting includes a 
variety of human resource management services such 
as actuarial and administrative services for pension, 
compensation and benefit plans, employee communica- 
tions consulting and management consulting. 

The following tables present information about the 
Company's operations by business segment and gee- 
graphical areas for each of the three years in the perid 
ended December 31,1989: 

Opwoling Operating I d m i $ k h i ~  Depreckiion Capital 
Rewnurs Income Assels & Amon'iroiion Expenditwrs 

Operating Optrating Iden/i/iahic 
Rwcnuc I m m e  Assets 
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' 15. Quarterly Financial Data (Unaudited) 

1 Quarterly operating results for 1989 and 1988 are sum- 
marized below (in millions, except per share data). 

Incoms from 
operat ix~ Oj9emting Continuing 
Revenues Income Operations Net Income 

1989 
1st 
2nd 
3rd 
4th 

Year 

1988 
1st 
2nd 
3rd 
4th 

Year 

Per Share of Common Stock: 

Income from 
Continuing 
Operatiom Net Income Dividends High 

2nd 
3rd 
4th 

Year 

1988 
1st 
2nd 
3rd 
4th 

Year 

I (a) Includes an 118.2 million gain on the sale of TIFCO, offset in part by EIZI million in provisions relating to the sale of Shand (see Nete 4) and I two small operations. 1 . (bl Includes a $6.0 million ~rovision for discontinued o~erations relating to a reinsurance arreement regarding the Atlanta and Bermuda insurance 
I 

. . - .  
I companies (see Note 2). 

/ (c) Not equal to the sum of the quarters. 
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INVESTOR INFORMATION 
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Chile 

China 

Colombia 

Costa Rica 

Curacao 

Cyprus 
Denmark 

Dominica 

Dominican Republic 

Ecuador 

Fiji 

b Finland 
France 

Greece 

Grenada 

Guadeloupe 

Guatemala 

Guyana 

Haiti 

Hong Kong 

Indonesia 

Ireland 

Israel 

Italy 

Jamaica 

Japan 
Kenya 

Kuwait 

Luxembourg 

Malaysia 

Mexico 
Montserrat 

Morocco 

Netherlands 

New Zealand 

Nigeria 

Norway 

Oman 

Pakistan 

Panama 

Papua New Guinea 

Paraguay 

Peru 

Philippines 

Portugal 

Puerto Rico 

Qatar 

St. Kitts & Nevis 

St. Lucia 

St. Vincent & the Grenadines 

Saudi Arabia 

Singapore 

South Korea 

Spain 

Swaziland 

Sweden 

Switzerland 

Taiwan 

Thailand 

Trinidad &Tobago 

Turkey 

Turks & Caicos Islands 

United Arab Emirates 

United Kingdom 

United States 

Uruguay 

U.S. Virgin Islands 

Venezuela 

West Germany 

Zaire 

40 SERVICE IN TIMES OF RISK 

1 : 






