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The photographs published here

show port operations over a period

of three decades and, above all,

man's part in them.

Photos that bear witness to an

epoch that no longer exists. Photos

that accompany the evolution of an

insurance company that knows how

to look to the future while

conserving its memory of the past.

"The photographic images included in

this volume are like a reserve not only

of memories, but also of a human

species that is worth preserving: a

social archive. This reserve needs to

be observed carefully to understand

what is depicted, the gestures and

outlines of our history on the quayside

and on the ships, a perfect symbiosis

of technique and human genius, of

technology and labour, which make

up a port." (Decio Lucano)

On the cover, the delicate assembly

of the bulb at the prow of a ship

during its construction. 



Via V Dicembre, 3 - 16121 Genova - Italy

Tel. 0039.010.5546.1 - Telefax 0039.010.5546.400 

www.siat-insurance.com - siat@siatass.com



SIAT - SOCIETÀ ITALIANA ASSICURAZIONI E RIASSICURAZIONI PER AZIONI

Via V Dicembre, 3 - 16121 Genova - Italy

Tel. 0039.010.5546.1 - Telefax 0039.010.5546.400 - www.siat-insurance.com - siat@siatass.com

COMPANY BELONGING TO THE FONDIARIA-SAI GROUP

ANNUAL REPORT 2004



BOARD OF DIRECTORS

Fausto Marchionni Chairman and Managing Director

Carlo Ciani Director

Giuseppe D’Amico Director

Barbara De Marchi Director

Aldo Grimaldi Director

Lucia Consolazione Lia Lo Vecchio Director

Franco Marianelli Director

Leonardo Martorano Director

Giovan Battista Mazzuchelli Director

Giorgio Mitolo Director

Salvatore Spiniello Director

Stefano Telesio Director

BOARD OF STATUTORY AUDITORS

Benito Giovanni Marino Chairman

Roberto Seymandi Auditor

Graziano Visentin Auditor

Franco Ferrara Deputy Auditor

Franco Lanza Deputy Auditor

EXECUTIVE MANAGEMENT

Franco Marianelli General Manager

Bartolomeo Barberis Deputy General Manager

AUDITOR

Deloitte & Touche S.p.A.



CONTENTS

Report of the Board of Directors on operations page 7

Annual accounts page 33

Balance sheet page 34

Statement of income page 36

Notes to the financial statement page 38

Attachments page 77

Auditor’s report page 109

Actuary’s report page 111

Resolution of the Shareholders’ meeting-extract page 113



REPORT OF THE BOARD
OF DIRECTORS ON OPERATIONS



8



Shareholders, 

As far as the world economy is concerned, 2004 was a year of growth, albeit at rates that varied

considerably. The dynamism of emerging nations was so strong that it became the world

economy's key driving force. Major contributions to this growth came from China, the United

States, the countries of Eastern Europe and the former Soviet Union. Two important elements

that acted as a brake on development were Western Europe's main economies (especially

Germany and Italy), where growth continued to be slow and inconsistent, and the considerable

rise in oil prices. 

The United States economy continued to expand at some of the highest rates in recent years.

Thanks above all to the continuing strength of domestic consumption (which represents two thirds

of the American economy), driven by the rising trend in consumer confidence, and the fact that

American products are now extremely competitive on foreign markets due to the persistent

weakness of the dollar. Even though this growth has not yet triggered off inflationary pressures,

the Federal Reserve has on various occasions declared its intention to go on tightening the cost

of money. In the meantime, the twin deficits in public finances and the balance of trade are

continuing to deteriorate; indeed, they are already of a size that looks unsustainable over time. 

The latest figures from Japan confirm that it has still not fully emerged from its long stagnation.

However, profound structural changes are going ahead, such as the revival of the banking system,

the delocalisation of manufacturing and attempts to liberalise services. Even if the level of

employment is not rising because of these changes, the Japanese economy is still managing to

find jobs for new entrants, helped by demographic trends, and the unemployment rate has fallen

to its lowest level in recent years. 

The Chinese economy in 2004 continued to grow frenetically with GDP rising once again by

more than 9%, more or less as it did the previous year. This figure, which puts China in seventh

position in the ranking of the world's most industrialised nations, confirms the country's rapid

switch from agriculture to industry. Such favourable results have been helped by the fact that

the yuan has remained anchored to the dollar and bolstered by massive exports to the United

States and Europe. 
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In Europe, growth has continued to be weak and any inflationary pressures have remained limited.

The trend in consumer spending has also remained listless (especially in Germany and Italy). These

factors have induced the European Central Bank to continue its policy of very low interest rates,

focusing its attention on the increase in the money supply caused mainly by the growth in credit.

General opinion is that the European Central Bank will start raising the cost of money as soon as the

economy picks up, following the example of what is already happening in the United States.

Within Europe, Italy closed 2004 with very modest growth, principally because of a generally poor

performance on the part of industry, a weak revival in investment spending and a slump in exports

(not helped by the loss of competitiveness caused by devaluation of the dollar). There was a

certain vivacity in internal demand, bolstered above all by consumer durables, but this gradually

ran out of steam during the fourth quarter.

As far as the insurance industry is concerned, internationally 2004 was a very difficult year for loss

sectors, given the exceptional number of natural catastrophes. The market was also shaken by

the investigation initiated by the US magistrature into unethical behaviour on the part of certain

leading brokerage companies. Despite this, a return to breakeven at a technical level and greater

capacity thanks to the higher level of capital invested made it possible to overcome these

temporary difficulties, laying solid foundations for future growth.

The Italian insurance market is currently showing strong fundamentals, both in life and in loss

sectors, as well as good prospects for growth, profitability and capital reinforcement. The

profitability of Italian insurance companies continues to be one of the highest in Europe, helped

by a considerable improvement in the net technical result.

However, compared with the main European countries, the Italian insurance market is still lagging

behind, with total premiums equal to 4.8% of GDP (which is below average for Europe). In life

insurance, the growth potential is still considerable because of the low level of penetration and the

high propensity to save money, whereas for loss insurance, growth expectations are limited by the

fact that Italy does not have a very strong insurance culture, while the products on offer are not

particularly attractive.

In the "Marine" insurance market, the international context for the "Hull" sector was fairly stable,

though still unable to achieve an adequate balance in its technical results.

In general terms, the trend is oriented towards a moderate rise, but in a more selective way, with

premium increases being charged on those fleets that are showing unsatisfactory statistics. In the

meanwhile, the reduction in war risk premium surcharges for additional journeys has continued,

though the rates for the same level of annual cover have held firm. 

Nor has the reinsurance market changed very much from last year, though we are beginning to

see more flexibility and interest for business deals with good results. Talking of which, this kind of
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business is still concentrated mainly in London, as Continental Europe is apparently far more

interested in contractual protection and excess-of-loss cover.

To conclude, it seems obvious that after various years of complete deregulation, there is still some

way to go before the industry can achieve stable positive results on the technical side of the business.

As regards the "Cargo" sector, the insurance market appears to be seeing slightly better volumes

and results, presumably thanks to a more careful approach to underwriting. The main features of

this sector have been ongoing stagnation in turnover, fierce competition among insurers and

among brokers, and customers constantly on the lookout for the lowest price possible.

In the difficult context outlined above, the Company has maintained its usual role as an important

player in the "Marine" market, continuing to pursue our original objectives. These can be

summarised briefly as a business acquisition policy based on rigorous technical analysis and, as

a result, the achievement of a satisfactory level of underwriting profitability.

Taking into account everything that we have said up to this point, the Company closed 2004 with a

profit before taxation of € 2,311 thousand, a good deal better than the € 2,015 thousand made in

2003. The net result was a profit of € 1,402 thousand versus € 1,366 thousand the previous year. 

This profit again confirms that the measures adopted on the technical side of the business were

correct, as the underwriting result continues to be positive, while the financial side of the business

shows a satisfactory result, even if less favourable than last year when it benefited from sizeable

non-recurring gains on disposal. The contribution made by extraordinary items was considerable. 

This result was achieved thanks to the usual professionalism shown by the Company's staff, whom

we thank yet again. 

The following table summarises the income statement for 2004, with comparative figures

for 2003:
(in thousands of €)

2004 2003

Direct margin on insurance business 1,533 1,572

Income from investments                                               4,261 5,331    

Financial charges                                    (897)        (1,071)

Portion of income from investments transferred to direct insurance results (2,214)        (2,857)

Other income (expenses), net                                             (816) (951)

Net extraordinary income (expenses)                                      444 (9)

Profit before tax 2,311 2,015

Income taxes (909) (649)

Net profit for the year 1,402 1,366
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The following is a brief commentary on these results:

- the direct margin on insurance business is in line with the previous year. The various "Marine"

lines and the Motor third-party liability continued their positive trend, making a significant

contribution to this result. On the other hand, the expected increase in the claims rate in

General third-party liability under policies written in previous years was confirmed. Moreover,

the underwriting result of the Hull segment was hit by the losses made on the recent bankruptcy

of an important customer; 

- income from investments again made a sizeable contribution. The fact that it is lower than

the previous year is largely due to the significant trading gains made in 2003 on the sale of

bond funds. Further information on this is provided below in the section on “Property and

financial management”;   

- capital and financial charges have not changed significantly compared with 2003;

- the portion of income from investments transferred to the technical account has been

calculated on the basis of ISVAP instructions. The amount involved has fallen because of the

lower net profit from investments;

- other income (expenses) show a net balance that is similar to that of the previous year.

A key element in this figure is exchange differences, as they were positive in 2004 for a net of

€ 95 thousand, whereas in 2003 the net balance was negative for € 762 thousand.

Despite further appreciation by the euro against the US dollar (around 8% in the period

31 December 2003 – 31 December 2004) and the importance to the company of the foreign

currency component of income, the resulting adverse impact has been mitigated by constant

monitoring of exchange rates and the usual measures to limit the effect of currency imbalances.

In addition, reflecting our usual prudent approach, other income (expenses) include a provision

for doubtful accounts (excluding the net provision for insurance debtors, € 258 thousand which

has been deducted from the direct margin on insurance business) of € 533 thousand

(€ 359 thousand in 2003);  

- net extraordinary items show a significant positive balance. This derives principally from the sale

to third parties in June 2004 of the entire residential building complex situated in Via Merello,

Genoa, on which the Company made a capital gain (net of selling expenses) of € 317 thousand;

- income taxes have gone up as a proportion of profit before taxes as all of the carried forward

tax losses from prior years were used up during the year. The Company also booked € 395 thousand

of deferred tax assets and € 100 thousand of deferred tax liabilities.  
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INSURANCE BUSINESS

PREMIUM INCOME FROM ITALIAN AND FOREIGN DIRECT AND INDIRECT BUSINESS

The following table gives details of premium revenues for 2004, with comparative figures for the

previous year:

(in thousands of €)

2004 2003

Italian direct business

Hull                72,694 64,903    

Cargo                                                           27,166 25,744

99,860 90,647

Motor third-party liability                                          16,390         15,796    

Motor fire, theft, etc, insurance                                                 3,243           2,963

19,633 18,759

Other property damage                                                           6,396          8,243

Personal accident 3,793        4,859

General third-party liability                                                                  3,525           3,583    

Fire and natural calamities                                          2,021          2,276    

Other minor business                                                              831 1,144

16,566 20,105

Total Italian direct business 136,059 129,511

Foreign direct business 1,083 1,351

Total direct business                                                   137,142 130,862

Total indirect business                                                 4,765 6,527

Grand total 141,907 137,389

In compliance with Art. 8 of Legislative Decree 175 of 17 March 1995, direct Italian business

includes all policies issued by permanent establishments in EU member countries, being in our

case Belgium, France, Germany, Malta and the Netherlands.

Foreign direct business refers exclusively to the permanent establishment in Malta and for the

period prior to May 2004, when Malta joined the European Union.

The key points regarding the above data are summarised below:

- generally speaking, overall new business in 2004 shows an appreciable increase (+3.3%)

compared with the previous year, mainly thanks to significant growth in the Hull segment. This

was achieved despite the weakening of the US dollar during the year (with a rate of 1.3621

against the euro on 31 December 2004, compared with 1.2630 on 31 December 2003). In fact,

much of the business written in the “Marine” sector is denominated in this currency, especially

in the Hull segment;
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- premiums in the Hull segment have enjoyed vigorous growth, especially considering that this

was achieved despite the non-renewal of policies for an important customer (declared bankrupt

in May 2004). This encouraging result was boosted principally by the acquisition of new

business referred by third parties (including one of the world's largest shipping groups). Then

there were the increases applied to the existing portfolio, the underwriting of larger quotas of

Italian business not referred by third parties and the absorption of various quotas coming from

other insurance companies. This increase was achieved while continuing to apply a policy of

underwriting rigour to the policies written and preserving a higher rate of retention on those

considered more profitable. The objectives of portfolio selectivity and profitability remain the

same as before, while also maintaining our position as one of the leading players in the market; 

- new business premiums in the Cargo segment show a marginal increase, achieved as always

in accordance with an acquisition policy that has been consolidated over time and which gives

more importance to technical and selective criteria rather than to purely commercial concerns.

Constant monitoring of the contracts in portfolio has continued, as has greater involvement of

the sales network. This involvement has made it possible to replace and recover the

physiological loss of portfolio deriving from the reduction in volumes and billings on the existing

portfolio, partly as a result of the lower insurance cover provided. At the same time, further effort

has been devoted to the project to automate the process for generating new business and

printing basic fixed-term contracts, now nearing completion. One of the objectives of this project

is to satisfy the specific needs and expectations of intermediaries and customers;

- premiums for Motor third-party liability and Motor fire, theft, etc, insurance show a slight

increase, almost entirely due to the issue of new register policies and, to a lesser extent, an

increase in the total number of motor vehicles insured;

- overall, premiums in the elementary segments have fallen considerably, mainly because of

restrictions on the acceptance of new business due to the lack of adequate reinsurance cover.

The following comments apply to the individual segments: 

-- Other property damage: the decrease in new business relates principally to the failure to

renew a large contract for hail cover and a reduction in our quota of an important policy for

technological risks;

-- Personal accident: the fall in premiums is essentially due to the widespread financial crisis

that has hit professional football clubs - a sector that we have been paying a lot of attention

to in recent years - leading to a drastic reduction in the insurance cover taken out by them; 

-- General third-party liability: even though the volume of premiums has remained stable

compared with the previous year, this segment is still being affected by the mass of

terminations previously made on the portfolio. The portfolio of contracts stipulated with

various banking unions has remained stable;
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-- Fire and natural calamities: the slight decline in new business is related to the lack of suitable

reinsurance cover, which limits our underwriting activity in this field to a considerable extent.

For this reason, we do not currently foresee much development in this segment. 

- the allocation of business between the various sectors of Italian direct business reflects a

moderate shift towards the “Marine” sector, even though this was affected by a further

depreciation of the US dollar against the euro, as mentioned previously. The proportion of

elementary segments has also diminished, while that of the Motor segments has remained more

or less unchanged. In fact, 73.3% of premium income is attributable to the “Marine” sector

(70.0% in 2003), 14.4% to the Motor segment (14.5% in 2003) and the remaining 12.2% to

Elementary business (15.5% in 2003);

- indirect business relates to the Italian portfolio for € 3,650 thousand (€ 5,249 thousand in

2003) and to the foreign portfolio for € 1,115 thousand  (€ 1,278 thousand in 2003). It is also

worth noting that 63.0% of Marine business is attributable to the Hull segment (52.8% in

2003), 28.1% to the Cargo segment (34.8% in 2003) and the remainder to minor segments. 

Lastly, no new insurance product worthy of a specific mention here was launched during the year.

REINSURANCE

There were no significant changes in the Company's policy regarding reinsurance in 2004.

In general, a high percentage of "Marine" business, with special reference to the Hull segment,

continues to be placed with reinsurers on a proportional basis in view of the substantial exposures

and often large sums insured. Moreover, the exposure to retentions is usually reduced by

excess-of-loss cover in the event of serious disasters.

Recourse to proportional reinsurance remains unchanged for the other segments, with protection

for retentions via specific excess-of-loss cover.

As an exception to the above, certain policies in the Personal accident and General third-party

liability segments are not protected by proportional reinsurance, but solely by excess-of-loss cover.  
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CLAIMS SETTLED

The following table analyses the main components of 2004 payouts, before recoveries from reinsurers: 

(in thousands of €)

Direct business Indirect business Total

Claims paid                               93,620 4,955 98,575

Settlement costs                              11,200 58 11,258

Contribution to fund for road-accident victims 323 - 323

Other 60 -  60

105,203 5,013 110,216

With regard to direct business, the following breakdown by segment of claims settled in 2004 is

compared with similar data for the previous year:

(in thousands of €)

2004 2003

Hull                38,168 45,909    

Cargo                                                           19,691 16,395

57,859 62,304 

Motor third-party liability                                          14,650         15,950    

Motor fire, theft, etc, insurance                                        2,481           2,402

17,131 18,352

Other property damage                                                 4,718            6,789

Personal accident  2,492            5,600    

Fire and natural calamities 2,401             5,286

General third-party liability                                                                  5,199            4,044    

Other minor business                                                           3,820            4,531

18,630 26,250

Total direct business 93,620 106,906

Analysis of the above data indicates a major reduction in direct business claims settled in 2004
compared with the previous year, as discussed below:

- the decrease in claims paid in the Hull segment reflects the trend in payments rather than being

attributable to any specific motivations. However, the trend was also affected by the further

weakening of the US dollar against the euro. Payouts in 2004 regarding losses incurred

previously demonstrate the adequacy of the related claims provision, with an associated benefit

for the results for the year;

- the increase in claims paid in the Cargo segment reflects the trend in payments. Here too, the

settlement of claims against this segment that arose in prior years demonstrates the general

adequacy of the claims provision;
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- the decrease in third-party liability claims settled in the Motor segments was due to both the

steady reduction in business relative to the past and an improvement in underwriting

performance. Reorganisation of the claims settlement structure for the Motor and elementary

segments was completed during the year. The new organisational model has made it possible

to centralise all claims at the Genoa Inspectorate of Fondiaria - SAI S.p.A., our indirect parent

company. This should lead to improvements in terms of settlement and operational efficiency;

- given the constant decline in premiums written in the elementary segments, the level of claims

settled has fallen substantially, even though there is sometimes considerable volatility within

individual segments. In particular, this effect was caused by certain individually large claims

whose effect was accentuated by the low overall number of claims received.  

SALES ORGANISATION

The sales organisation did not undergo any major changes during the year either in Italy or abroad. 

In Italy, the distribution network at 31 December 2004 consisted of 31 general agents and 144 brokers

(35 and 132 respectively at the end of 2003). 

Operations abroad were conducted, as in previous years, by permanent establishments located in

Belgium, France, Germany, the Netherlands and Malta.

As in the past, intermediaries (in both Italy and abroad) are coordinated solely from the offices in Genoa.

Acquisition expenses totalled € 21,992 thousand (€ 24,263 thousand in 2003).  Of these costs,

€ 20,804 thousand related to direct business (€ 22,675 thousand in 2003) and € 1,188 thousand

to indirect business (€ 1,588 thousand in 2003).  

The ratio of commissions paid to third parties for new direct business to the relevant premiums

was 15.2% (17.3% in 2003).  The decrease in percentage terms compared with the previous year

is related to changes that have taken place in the premiums written by the various segments, as

well as to a different proportion of very large contracts (with relatively low rates of commission).
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PERSONNEL AND ADMINISTRATIVE EXPENSES

At 31 December 2004, the company had 107 employees (110 at 31 December 2003).

The average number of employees during the year was 107 (114 in 2003), including 5 senior

managers, 19 middle managers and 83 office staff.

In 2004, administrative expenses totalled € 10,640 thousand, including € 275 thousand for the

depreciation of tangible assets. These costs were 2.3% higher than in 2003 (€ 10,401 thousand,

of which € 303 thousand for the depreciation of tangible assets).  After allocating a proportion of

personnel expenses and the depreciation of tangible assets to policy acquisition and claims

settlement, administrative expenses amounted to € 7,135 thousand (€ 6,606 thousand in 2003).  

Personnel costs accounted for 67.2% of administrative expenses (70.1% in 2003).

Administrative expenses absorbed 7.5% of premium income for the year (7.6% in 2003).

PROPERTY AND FINANCIAL MANAGEMENT

Total investments at 31 December 2004 came to € 106,130 thousand (€ 103,925 thousand at

31 December 2003), 2.1% higher than the previous year. Details are provided below:

(in thousands of €)

31.12.2004 31.12.2003

Property 19,691 21,298    

Investments in group and related companies 88 88

Shares and quotas 4,051 1,665    

Mutual fund units 1,170 2,456    

Bonds and other fixed-interest securities 74,710 72,245    

Loans 140 148

Restricted deposits with banks 3,570 2,011    

Deposits with ceding undertakings 2,710 4,014    

Total investments 106,130 103,925

Bonds and other fixed-interest securities and property continue to represent the bulk of total

investments, being 89.3% (90.0% at 31 December 2003). 

Taking only the investments in securities, on the other hand, shares and  equity funds represent

6.5% of the total (5.3% at 31 December 2003).
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The main comments on each type of investment are as follows:

- total investment in property fell as a result of the sale to third parties of the residential building

complex in Via Merello, Genoa, on which the Company made a capital gain (net of selling

expenses) of € 317 thousand; 

- investments in Group and related companies have not changed;

- shares and quotas have increased because of a greater propensity towards this type of

investment matched by a parallel decline in mutual fund units. In fact, during the year, the

Company sold part of its units in equity funds, using the proceeds to buy shares listed on

European stockmarkets, including the domestic one;

- mutual funds have decreased for the reason just mentioned;

- bonds and other fixed-interest securities have increased as most of the proceeds of the property

sale mentioned above was invested in bonds. There was also considerable trading in this

category during the year in order to realise the capital gains earned on the portfolio; 

- restricted deposits with banks have increased. Restricted deposits, with notice periods of at

least fifteen days, are made in order to maximise the return on liquidity available for investment

in the very short term;

- deposits with ceding undertakings have fallen as a result of suspending the indirect Aircraft

insurance business previously carried on in France.  

Management of the securities portfolio was marked by the customary prudent approach, which

seeks to maximise margins and exploit financial market opportunities that arise in the course of

our trading activities.

No use was made of derivatives during the year.

At the end of the year, the book value of our investments in securities was € 1,003 thousand lower

than their market value at the same date (€ 535 thousand at the end of 2003).

This unrealised capital gain related to bonds and other fixed-interest securities for € 737 thousand

(€ 384 thousand at 31 December 2003), shares for € 263 thousand (€ 140 thousand) and

mutual fund units for € 3 thousand (€ 11 thousand). 

Additional information can be found in the notes to the financial statements.
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Summarised data regarding income from property and financial management is shown below for

each type of investment, with comparative figures for the previous year:

(in thousands of €)

1.1-31.12.2004 1.1-31.12.2003

Net profit from:

- shares

-- dividends paid                                                              111 215    

-- net gains (losses) on disposals                        57 (25)  

-- net write-backs (writedowns)                       147 109

315 299

- Bonds and other fixed-interest securities

-- interest income                                                   2,513 2,453    

-- net gains (losses) on disposals                        409 589    

-- net write-backs (writedowns)                       (81) (219)

2,841 2,823

- Other financial investments 121 1,154

- Property

-- rental income                                                        744 769    

-- depreciation                                           (275)     (267)

469 502

Total income, net 3,746 4,778

Expenses

- operating expenses                                                  322 431

- interest expense                                                     85 87

Total expenses 407 518

The above figures reflect a decrease both in net income from property and financial management

and in expenses compared with 2003.

As regards the net income, it is worth remembering that significant profits were made in 2003

from trading in open-end mutual fund units, which was not repeated in 2004. 

Further information is provided below on the individual types of investment:

- shares have benefited from the moderate rally in international stock exchanges, which has

entailed better trading conditions and recoveries in value compared with the previous

year. In addition, it should be borne in mind that dividends in 2003 were significantly

influenced by the extraordinary distribution of € 167 thousand by a foreign affiliate.

Dividends for the current year therefore reflect the Company's increasing propensity to

invest in equities;  
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- bonds and other fixed-interest securities have performed more or less in line with the

previous year;

- other financial investments show a considerable reduction compared with the previous year,

mainly due to the significant trading gains made in 2003 on bond funds, as mentioned

previously. This caption also includes interest earned from the short-term deployment of liquid

assets in repurchase agreements and restricted deposits (for periods of not less than 15 days)

in order to maximise the financial yield;

- rental income from property let to third parties was essentially stable, as were the depreciation

charges on property used directly.   

Operating expenses concerned the property sector for € 248 thousand (€ 305 thousand in 2003)

and the securities sector for € 74 thousand (€ 126 thousand in 2002).

The operating expenses relating to the property sector included € 97 thousand in respect of the

municipal property tax (€ 106 thousand in 2003).

Interest expense related exclusively to the remuneration of reinsurance deposit accounts.

OWN SHARES, SHARES IN THE PARENT COMPANY AND IN ITS SUBSIDIARIES

SIAT does not own any own shares or shares in the parent company and/or its subsidiaries, and

did not trade in any such stock during the year.
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INTERCOMPANY TRANSACTIONS

The Company’s main dealings with its indirect parent company, Fondiaria - SAI S.p.A., consist of

insurance and reinsurance transactions.

Fondiaria - SAI S.p.A. also provides advice on technical, IT and administrative matters, together

with services relating to management of the policy portfolio and claims in the non-Marine sectors.

Fondiaria - SAI S.p.A. also provides services that are not strictly related to the insurance business,

in particular concerning investments in securities.

Lastly, Fondiaria - SAI S.p.A. has been assigned responsibility for organising internal audit activities.

Companies belonging to the Fondiaria - SAI Group (respectively Pronto Assistance Servizi S.p.A.

and Progestim S.p.A.) provide services relating to the management of the support service through

an operational hub and the management of property.

A loan was obtained from another Fondiaria - SAI Group company (Saifin – Saifinanziaria S.p.A.)

in 1996 and the outstanding principal was converted into a subordinated loan in 2000. This loan

is repayable in a lump sum on 1 October 2005.

Lastly, the French controlled company L.C.S. S.a. has provided support services for the insurance

and reinsurance activities carried out in France.

For its part, SIAT provides EDP and non-technical services to Novara Vita S.p.A., a related

company, and technical services relating to the "Marine" sector to both Fondiaria - SAI S.p.A. and

a company belonging to the Fondiaria - SAI Group (Milano Assicurazioni S.p.A., solely for the

business previously belonging to Nuova MAA S.p.A.).

The above transactions were carried out on the normal market terms prevailing at the time.

The amounts relating to these transactions and balances with companies belonging to the

Fondiaria – SAI Group are also disclosed in the notes.

Management control and coordination by the indirect parent company, Fondiaria – SAI S.p.A., did

not have any significant impact on the Company's operations or results. 
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The following table provides a summary of the more important dealings with Fondiaria – SAI

S.p.A., the indirect parent company, and with the other companies subject to its management

control and coordination, as required by art. 2497-bis, 5 of the Italian Civil Code: 

(in thousands of €)

INSURANCE AND REINSURANCE TRANSACTIONS Reserve
Debtors Creditors Premiums Claims Premiums Claims Commissions

• Fondiaria – SAI S.p.A. (indirect parent company)

- coinsurance transactions 1,415 - - - - - -

- reinsurance transactions  

outward - (55) 9 1,095 (258) 257 44

inward - - - (304) 241 (257) (72)

- advances on claims settlement - (3,349) - - - - -

• The Lawrence Re. (related company)

- reinsurance transactions 

outward - (526) 311 1,556 (4,148) 621 550

• Sasa S.p.A. (related company)

- coinsurance transactions 97 - - - - - -

- reinsurance transactions

outward - (851) 1,130 5,877 (2,365) 2,672 372

(in thousands of €)

FINANCIAL TRANSACTIONS Debtors Creditors Costs Revenues

• Saifin – Saifinanziaria S.p.A. (related company)

- subordinated loan - (5,423) (158) -

(in thousands of €)

COMMERCIAL TRANSACTIONS Debtors Creditors Costs Revenues

• Fondiaria – SAI S.p.A. (indirect parent company)

- services - - - -

• LCS S.a. (controlled company)

- services - - (796) -

Key: (…) Creditors / Costs

PROTECTION OF PERSONAL DATA, DECREE 196/2003

We have prepared the Data Security Plan for 2004 in accordance with art. 26 of the "Technical

Regulations for Security Measures", Attachment B) of Decree 196/2003, as required by art. 34 of

the said Decree and the Technical Regulations mentioned above.
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SIGNIFICANT EVENTS SUBSEQUENT TO YEAR END

No events worthy of mentioning in this report have taken place since the end of the year.

OUTLOOK FOR OPERATIONS

The past year (2004) saw confirmation of the general external context that had already been a

feature of the previous one (in other words, reasonably favourable conditions overall for the

insurance market and a lack of any real turbulence in the financial scenario). At the same time,

the Company was able to continue its policy of selectivity in risk acceptance and tight control over

administrative expenses.

If this overall state of affairs does not suffer profound changes and no particularly unfavourable

unforeseen events take place, we are of the opinion that it should be possible to make a profit

again in 2005.  

PROPOSED RESOLUTIONS TO THE ORDINARY SHAREHOLDERS’ MEETING

RESOLUTION CONCERNING THE FINANCIAL STATEMENTS AND OPERATING RESULT

Shareholders,

You are invited to approve the 2004 financial statements, together with the following proposal for

allocation of the net profit of € 1,402,367:

Net profit for the year ended 31 December 2004                     € 1,402,367

- to the legal reserve, 5%                                                                    € (70,118)

- to each of the 38,000,000 shares, a gross dividend of € 0.02650 € (1,007,000)

- to the extraordinary reserve, the remaining € (325,249)

-

Genoa, 18 March 2005

For the Board of Directors

The Chairman

(Fausto Marchionni)
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31.12.2004 31.12.2003

ASSETS 

B. INTANGIBLE ASSETS
5. Other deferred costs 370 330

C. INVESTMENTS
C.I Property

1. Property used for business purposes 8.093 7.959
2. Property used by third parties 11.598 19.691 13.339 21.298

C.II Investments in group and related companies 88 88
C.III Other financial investments   

1. Shares and quotas 4.050 1.665
2. Mutual fund units 1.171 2.456
3. Bonds and other fixed-interest securities 74.710 72.245
4. Loans 140 148
6. Restricted deposits with banks 3.570 83.641 2.011 78.525

C.IV Deposits with ceding undertakings 2.710 4.015
Total 106.130 103.926

D.bis TECHNICAL RESERVES CARRIED BY REINSURERS
1. Unearned premiums reserve 32.082 29.737
2. Claims payable reserve 147.737 179.819 141.533 171.270

E. DEBTORS
E.I Receivables arising out of direct insurance 

1.a Due from policyholders for current premiums 45.278 45.868
1.b Due from policyholders for premiums relating to prior years 1.631 1.667
2.   Due from agents and others intermediaries 13.983 13.636
3.   Due from insurance companies 2.938 63.830 1.019 62.190

E.II Reinsurance debtors
1.  Insurance and reinsurance companies 8.466 14.720
2.  Reinsurance intermediaries 6.733 15.199 11.286 26.006

E.III Other debtors 3.677 4.830
Total 82.706 93.026

F. OTHER ASSETS
F.I Tangible assets 

1. Furniture and office machine 664 658
2. Publicly registered assets 9 34
3. Plant and equipment 58 731 29 721

F.II Cash and cash equivalents
1. Bank accounts 1.533 590
2. Cheques and cash 8 1.541 7 597

F.IV Other assets
1. Temporary reinsurance accounts 91 42
2. Other 2.314 2.405 3.758 3.800

Total 4.677 5.118

G.PREPAYMENTS AND ACCRUED INCOME
1. Interest 930 809
2. Other 193 1.123 169 978

Total assets 374.825 374.648

BALANCE SHEETS AS OF 31 DECEMBER 2004 AND 2003 (in thousands of €)



31.12.2004 31.12.2003

LIABILITIES AND EQUITY

A. CAPITAL AND EQUITY RESERVES
A.I    Share capital 38.000 38.000
A.IV  Legal reserve 261 192
A.VII Other reserves 3.771 3.480
A. IX Net profit (loss) for the year 1.402 1.366

Total 43.434 43.038

B.SUBORDINATED LIABILITIES 5.423 5.423

C. TECHNICAL RESERVES    
1. Unearned premiums reserve 46.075 43.855
2. Claims payable reserve 221.715 225.160
5. Other technical reserves 890 268.680 788 269.803

E. PROVISIONS FOR RISKS AND CHARGES
2. Provision for taxation 814 857

F. DEPOSITS FROM REINSURERS 1.498 1.463

G.CREDITORS AND OTHERS LIABILITIES
G.I Payables arising out of direct insurance

1. Due to agents and other intermediaries 2.730 5.134
2. Due to insurance companies 3.514 6.244 4.244 9.378

G.II Reinsurance creditors
1. Insurance and reinsurance companies 11.482 10.664
2. Reinsurance intermediaries 13.117 24.599 10.671 21.335

G.VII Termination indemnities 2.716 2.784
G.VIII Other creditors

1. Taxes paid by policyholders 790 1.074
2. Miscellaneous taxes payable 545 650
3. Due to social security and welfare institutions 179 243
4. Sundry creditors 7.788 9.302 7.152 9.119

G.IX Other liabilities
1. Temporary reinsurance accounts 421 154
2. Commission on premiums to be collected 6.247 6.613
3. Sundry liabilities 5.230 11.898 4.461 11.228

Total 54.759 53.844

H.DEFERRED INCOME AND ACCRUED LIABILITIES
1. Interest 217 220

Total liabilities and equity 374.825 374.648



31.12.2004 31.12.2003

I. TECHNICAL ACCOUNT

1. EARNED PREMIUMS, NET OF REINSURANCE

a. Gross premiums written 141.907 137.389

b. Outward reinsurance premiums (97.102) (100.373)

c. Change in unearned premium reserve (3.045) 1.891

d. Change in unearned premium reserve carried by reinsurers 3.067 44.827 (1.417) 37.490

2. INVESTMENT RETURN TRANSFERRED FROM THE 

NON-TECHNICAL ACCOUNT 2.214 2.856

3. OTHER TECHNICAL INCOME, NET OF RECOVERIES AND REINSURANCE 8.054 3.700

4. CLAIMS INCURRED, NET OF RECOVERIES AND REINSURANCE 

a. Claims paid

aa. Gross amount (110.216) (123.983)

bb. (less) ceded to reinsurers 64.320 (45.896) 85.744 (38.239)

b. Change in recoveries, net of reinsurance

aa. Gross amount 2.707 4.367

bb. (less) ceded to reinsurers (1.132) 1.575 (2.090) 2.277

c. Changes in claims payable reserve

aa. Gross amount (164) 13.659

bb. (less) ceded to reinsurers  8.968 8.804 (8.440) 5.219

Total (35.517) (30.743)

6. PROFIT COMMISSIONS, NET OF REINSURANCE (61) (42)

7. OPERATING EXPENSES

a. Aquisition commissions (19.797) (21.755)

b. Other acquisition costs (2.196) (2.509)

d. Collection commissions (5) (11)

e. Other administrative expenses (7.135) (6.605)

f. Commission and other income from reinsurers 18.128 (11.005) 20.399 (10.481)

8. OTHER TECNICAL EXPENSES, NET OF REISURANCE (6.877) (1.117)

9. CHANGE IN OTHER TECHNICAL RESERVES (102) (91)

Underwriting result 1.533 1.572

STATEMENT OF INCOME FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003 (in thousands of €)
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31.12.2004 31.12.2003

III. NON-TECHNICAL ACCOUNT

1. NET INVESTMENT INCOME 

a. Income from shares 111 215

b. Income from other investments

aa. Income on properties 744 769

bb. Income from financial investments 2.598 2.616

c. Writebacks 288 385

d. Gains on sale of investment 520 4.261 1.346 5.331

5. CAPITAL AND FINANCIAL CHARGES

a. Investment management charges and interest expense (407) (518)

b. Writedowns (486) (508)

c. Losses on sale of investment (4) (897) (45) (1.071)

6. INVESTMENT RETURN TRANSFERRED TO THE TECHNICAL ACCOUNT (2.214) (2.856)

7. OTHER INCOME 1.182 1.035

8. OTHER EXPENSES (1.998) (1.987)

10. EXTRAORDINARY INCOME 593 4

11. EXTRAORDINARY EXPENSES (149) (13)

Non-technical result 778 443

Profit (loss) before taxes 2.311 2.015

14. INCOME TAXES FOR THE YEAR (909) (649)

Net profit (loss) for the year 1.402 1.366

37



The 2004 financial statements comprise the balance sheet and statement of income, prepared in

accordance with Decree 173 of 26 May 1997, and these explanatory notes.

They have been prepared in accordance with the above-mentioned Decree 175 of 17 March 1995, the

provisions of ISVAP Communication 735 of 1 December 1997 and current Italian legislation.

The financial statements, accompanied by the directors' report on operations, have been audited by

Deloitte & Touche S.p.A. who were appointed as auditors for the three-year period 2003 - 2005,

pursuant to current legislation and the shareholders' resolution of 22 April 2003.

These notes are organised into the following parts:

Part A: Accounting policies

Part B: Balance sheet and statement of income

Part C: Other information 

In addition, they are accompanied by the Attachments, which form an integral part of the Notes.

Comparative figures are provided, as required by Art. 9.2 of Decree 173, in order to enhance the clarity

of presentation. 

These notes have also been prepared following the division into parts and sections indicated in

Attachment III of Decree 173 of 26 May 1997, supplying the information required therein. 

For simplicity, the comments on the balance sheet and statement of income captions are coded in the

same way as the schedules.

The figures in these notes are expressed in thousands of euro (€), except where indicated otherwise.

NOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS

PART A - ACCOUNTING POLICIES

SECTION 1 - DESCRIPTION OF ACCOUNTING POLICIES

The financial statements have been translated into English from the original version in Italian solely for

the convenience of international readers.

They have been prepared in accordance with the Italian law related to financial statements of insurance

companies, interpreted and integrated by the accounting principles established by the italian

Accounting Profession.

Certain accounting practices applied by the Company that conform with generally accepted accounting

principles in Italy may not conform with generally accepted accounting principles in other countries.

The various items in the financial statements have been valued according to the prudence principle

and on a going-concern basis. Moreover, we have borne in mind the economic function of each asset

or liability; in other words, substance has been preferred over form.

The most important accounting policies adopted for the preparation of these financial statements are

discussed below:

START-UP AND EXPANSION COSTS AND OTHER DEFERRED COSTS

These are booked at historical cost and systematically reduced by direct amortisation calculated in

relation to their estimated remaining useful lives, which does not exceed five years.

PROPERTY

Property is stated at historical purchase cost, including related charges, as restated where applicable by

specific revaluation laws. The amounts recorded in the financial statements include improvements and

conversion costs incurred to increase the income-earning capacity of property, or prolong its useful life.

Premises used by the Company for business purposes are systematically depreciated using rates that

reflect their residual useful lives. They are stated net of accumulated depreciation.

Property leased to third parties, being of recent construction and in a good state of repair, represents

another form of investment and is not depreciated.  This is because the constant maintenance carried

out means that no reasonable limit can be placed on its useful life.

SHARES, QUOTAS, BONDS AND OTHER FIXED-INTEREST SECURITIES

Long-term investments

Investments in unlisted companies held as long-term investments are booked at purchase cost,

determined on a weighted moving-average basis, as written down to reflect any permanent losses of value.

Original cost is reinstated in future accounting periods if the reasons for any writedowns cease to exist.
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Short-term investments

These are stated at the lower of carrying or market value.

Carrying value, determined on a weighted moving-average cost basis, is represented by their purchase

or subscription cost, as adjusted in the case of bonds and other fixed-income securities by the accrued

net issue discount.

Original cost is reinstated in future accounting periods if the reasons for any writedowns cease to exist.

The market value of securities listed on organised markets is determined as the simple average of

stockmarket prices struck during the last month of the year.

For securities not listed on organised markets, market value is determined with reference to their

estimated realisable value considering the market value of listed securities with similar characteristics

or, otherwise, using objective criteria applied on a consistent basis.

REPURCHASE AGREEMENTS

Transactions involving the purchase or sale of securities with an obligation to return them after a certain

period of time (so-called "repurchase agreements" or "reverse repurchase agreements") are booked by

disclosing the spot value of the securities bought under “Other financial investments” and maintaining

the assets involved in the transactions in the balance sheet of the seller.

The proceeds of such transactions are booked on an accrual basis. 

RECEIVABLES

These are stated at their estimated realisable value.

TANGIBLE ASSETS

Tangible assets are recorded at purchase cost, including related charges, and depreciated on a

systematic basis using rates that reflect their residual useful lives.

They are stated net of accumulated depreciation. 

TEMPORARY REINSURANCE ACCOUNTS

Considering the delay with which reinsurers make their accounts available, the technical costs and

revenues relating to reinsurance business arranged with non-group companies are recorded in the

subsequent year.

Accordingly, debtors and payables relating to technical accounts for the year notified prior to year-end

are reported in the financial statements, while the corresponding costs and revenues are deferred to

the following year by using these temporary transit accounts.

ACCRUALS AND DEFERRALS

Accruals and deferrals are calculated on an accrual basis in order to match costs and revenues that

refer to more than one year in the right accounting period.
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UNEARNED PREMIUMS RESERVE

It includes the apportioned premiums reserve and the provision for unexpired risks.

These are calculated together to cover the cost of claims and related expenses that will be settled after

the year-end, within the cover provided by the premiums paid by policyholders.

Direct business

The apportioned premiums reserve is calculated on a detailed, accrual basis considering the gross

premiums recorded net of acquisition commissions and other costs directly attributable to the

acquisition. This reserve includes specific provisions required by law to cover risks of a particular

nature (such as bond insurance, hail and other natural disasters, and those relating to nuclear energy).

In limited cases, with reference to certain premiums accepted by the foreign branches, the accrual

basis is applied using inductive systems that are considered to produce essentially the same result.

The reserve for unexpired risks is determined segment by segment to cover the risks outstanding after

year-end in cases where estimated indemnities and expenses deriving from contracts written before the

year-end exceed any related unearned premiums and premiums to be collected. As required by ISVAP

Circular no. 360/D, the related calculation is based on the ratio of claims to recent premiums (net of

acquisition commission and claims of an exceptional nature), while also taking into account the

estimated claims for the Hull and Cargo businesses.

The share of the apportioned premiums reserve, as well as that of the reserve for unexpired risks, borne

by reinsurers is determined by applying to these reserves the ratio of premiums transferred to

reinsurers (net of excess-of-loss transfers) to the gross premiums written on direct business. This does

not apply to the Hull and Cargo businesses, where the share of the apportioned premiums reserve

borne by reinsurers is calculated on a detailed, accrual basis.

Indirect business

The apportioned premiums reserve is calculated on a detailed, accrual basis. If transferor companies do not

provide sufficient information for this method to be applied, an overall approach is taken . In any case, the

general principle of adequacy is taken into consideration pursuant to Art. 39 of Decree 173 of 26 May 1997.

The reserve for outstanding risks is determined using criteria similar to those employed for direct business.

The share of the unearned premiums reserve carried by reinsurers is determined by applying to the

reserve the ratio of premiums transferred to reinsurers to the premiums written on indirect business.

CLAIMS PAYABLE RESERVE

Direct business

The claims payable reserve is determined from a prudent, case-by-case assessment, applying objective

criteria and taking into account for each segment all foreseeable future charges (using available historical

data and considering the specific characteristics of each company), of all claims not yet settled at year-

end, in order to cover a reasonable estimate of all outstanding commitments.  For this reason, the reserve

includes an estimate of accidents that have occurred, but which have not yet been reported at year-end.

NOTES TO THE FINANCIAL STATEMENTS
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This detailed method has not been applied to third-party motor liabilities (excluding carrier liability) for

which, solely for the business generated during the year, an alternative, empirical model has been adopted.

The share of the claims payable reserve carried by reinsurers is determined on the basis of the

estimated amount recoverable, taking into account the related contractual agreements.

Indirect business

This is determined on the basis of communications from reinsurers or, if unavailable or insufficient,

using an inductive approach that takes historical experience into account.

The share of the claims reserve carried by reinsurers is determined using the criteria described for

direct business.     

OTHER TECHNICAL RESERVES

Provisions to the equalisation reserve for natural disasters, established to cover fluctuations in claims

experience, represent 2% of the premiums charged on insurance contracts for natural disasters. If the

insurance contract also covers other risks, and the premium related to these risks is not indicated

separately, the above rate is reduced to 0.3% and applied to the total premium.

The compensation reserve of the credit insurance business, which is used to cover any underwriting

losses incurred and not reallocated at the end of each year, was established in accordance with Art.

80 of Decree 173 of 26 May 1997.

PROVISIONS FOR RISKS AND CHARGES

These are provided to cover known or likely charges, whose timing and extent cannot be determined

at year-end. Provisions reflect the best possible estimates, based on the information available.

PAYABLES

These are stated at their nominal value.

TERMINATION INDEMNITIES

These reflect the Company's liability to all employees, pursuant to Art. 2120 of the Italian Civil Code and

current labour contracts, taking into account their length of service at year-end and their remuneration.

GUARANTEES, COMMITMENTS AND OTHER MEMORANDUM ACCOUNTS

Guarantees given or received are booked at the contractual value of the related commitment.

Commitments for lease instalments not yet due are recorded on the basis of their contractual value.

Commitments in relation to unsettled security transactions are stated at the contract value of the

related transaction.

Commitments under open domestic currency swap contracts are stated with reference to the related

differentials, determined with reference to the conditions existing at year-end.

Securities deposited with third parties are stated at book value.

NOTES TO THE FINANCIAL STATEMENTS
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PREMIUMS

Gross premiums include all amounts earned during the year on insurance contracts, whatever their

collection date, and are booked net of related taxes and duties collected from policyholders and

technical cancellations of securities issued during the year.

Direct business premiums include apportioned premiums for the Hull and related third-party liability businesses. 

The accrual basis is applied by provisions to the reserve for unearned premiums.

CLAIMS

The gross value of claims includes sums paid for direct and indirect business as settlements and claim

settlement expenses. The latter, in particular, include personnel costs and the depreciation and

amortisation of tangible and intangible assets used managing claims.

INTEREST AND OTHER COSTS AND REVENUES

These are booked on an accrual basis.

DIVIDENDS

Dividends are recorded when collected.

INCOME TAXES

Income taxes are provided on the basis of an estimate of taxable income made in accordance with current

tax laws, taking account of any tax losses carried forward and costs disallowed for fiscal purposes.

When timing differences (deductible or taxed) arise between the results for the year and taxable income

for corporate income tax purposes, the related taxation is allocated to the provision for taxation or to

other assets using the tax rate expected at the time the differences reverse.

Deferred tax assets are only recorded if it is reasonably certain that they will be recovered in the future.

Deferred tax liabilities are recorded if it is considered probable that the amount will actually have to be paid.

TRANSLATION OF FOREIGN CURRENCY BALANCES

Foreign currency balances are recorded by means of a multicurrency accounting system.

Foreign currency balances (excluding non-current assets) are shown in the financial statements after

they have been translated into the functional currency (euro) at year-end exchange rates. 

The effects of translation are recorded in the statement of income as either "Other income" or "Other

expense", depending on whether they give rise to a gain or a loss.

When the financial statements are being approved and the result allocated, any net profit deriving from this

translation, being an unrealised gain, is transferred to a non-distributable reserve until such time that it is realised.  

FUNCTIONAL CURRENCY

All amounts in these financial statements are expressed in euro (€).

These accounting policies are the same as those used in the previous year. 
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SECTION 2 - TAX ADJUSTMENTS AND PROVISIONS

As foreseen under current "defiscalisation" regulations following the repeal of Art. 2426.2 of the Italian

Civil Code, which permitted adjustments and provisions solely for tax purposes, no such adjustments

or provisions have been made.

Nor has it been necessary to make any reversals to clear the financial statements of such

"fiscal interference", as no adjustments or provisions were made solely for tax purposes in prior

years either.

PART B - BALANCE SHEET AND STATEMENT OF INCOME

BALANCE SHEET - ASSETS

SECTION 1 – INTANGIBLE ASSETS  (CAPTION B)

B. "Intangible assets", which will all benefit future years, amount to € 370 thousand (€ 330 thousand

at 31 December 2003) and comprise:

(in thousands of €)

31.12.2004 31.12.2003 Change

5. Other deferred costs 370 330 40

370 330 40

Attachment 4 shows the changes in this caption during the year.

B.5  "Other deferred costs" refer to software (€ 366 thousand), leasehold improvements (€ 3 thousand)

and other unamortised costs (€ 1 thousand) expected to benefit future years.

SECTION 2 - INVESTMENTS (CAPTION C)

C.  "Investments" total € 106,130 thousand (€ 103,926 thousand at 31 December 2003) and comprise:

(in thousands of €)

31.12.2004 31.12.2003 Change

I. Property                         19,691 21,298 (1,607)

II. Investments in group and related companies 88 88  -

III. Other financial investments           83,641 78,525       5,116

IV. Deposits with ceding undertakings     2,710  4,015   (1,305)

106,130 103,926 2,204
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C.I.1 “Property” amounts to € 19,691 thousand (€ 21,298 thousand at 31 December 2003)

and comprise:

(in thousands of €)

31.12.2004 31.12.2003 Change

1. Property used for business purposes 8,093 7,959 134

2. Property used by third parties 11,598 13,339 (1,741)

19,691 21,298 (1,607)

Property is stated net of accumulated depreciation totalling € 1,298 thousand at 31 December 2004

(€ 1,022 thousand at 31 December 2003), all of which refers to property used for business purposes. 

Depreciation is charged at 3% per year and starts when the property is available and ready for use.

The properties concerned are considered to be long-term assets as the company intends to hold

them over time as a stable investment.

Attachment 4 shows the changes during the year in the above caption.

At 31 December 2004, the market value of the above property was estimated to be € 20,660 thousand. 

Market value has been determined in accordance with the rules laid down by ISVAP in Communication 1915-G

of 20 July 2001. This represents the price at which each property could be sold, at the time of the valuation,

by private contract between a seller and a purchaser, assuming that the sale takes place on normal terms and,

for property leased to third parties, taking into account the lease instalments and the expiry date of the contract.

The above market value has been determined on the basis of a separate valuation for each building,

as shown in the appraisal prepared by an independent expert, bearing in mind the characteristics

and income-earning capacity of each property.

No property still owned by the Company has had its value restated under revaluation laws in previous years.

C.I.1  "Property used for business purposes" relates entirely to part of the building situated at Via V Dicembre 3,

Genoa, where the Company's headquarters are located.

C.I.2  “Property used by third parties” includes € 11,211 thousand held for commercial use and

€ 387 thousand for residential use. Property held for commercial use relates to part of the building

situated at Via V Dicembre 3, Genoa.

The decrease with respect to last year is due to the sale of the residential complex in Via Merello,

Genoa. This sale gave rise to a gain (net of expenses) of € 317 thousand. 

This property has been partly rented under lease contracts.  No property is subject to financial leasing contracts.

C.II  “Investments in group and other companies” amount to € 88 thousand (€ 88 thousand at

31 December 2003), with no change since the previous year. They relate exclusively to shares and quotas.
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C.II.1  "Shares and quotas" comprise:

(in thousands of €)

31.12.2004 31.12.2003 Change

b) controlled companies 37 37 -

e) other 51 51 -

88 88 -

These are considered long-term investments.

The definition of related companies makes reference to Art. 5.1c) of Decree 173 of 26 May 1997.   

For definition of controlled and affiliated companies makes reference to Art. 2359 of the Italian

Civil Code.

"Other" companies mean equity investments as defined in Art. 4.2 of Decree 173 of 26 May 1997. 

During the year there were no changes to this caption, as shown in Attachment 5 and Attachment 7.

General information on equity investments is provided in Attachment 6.

C.III  "Other financial investments" amount to € 83,641 thousand (€ 78,525 thousand at 31 December 2003)

and comprise:

(in thousands of €)

31.12.2004 31.12.2003 Change

1. Shares and quotas 4,051 1,665 2,386

2. Mutual fund units 1,170 2,456 (1,286)

3. Bonds and other fixed-interest securities 74,710 72,245          2,465

4. Loans 140 148 (8)

6.  Restricted deposits with banks 3,570 2,011            1,559

83,641 78,525 5,116

As shown in Attachment 8, the above financial investments are all considered to be short term.

Attachment 8 also compares for each type of investment their book value with their current value

(i.e. market value) at year-end. The latter was determined on the basis described in Part A, Section 1,

to which reference is made. 

As shown in Attachment 8, the book value at 31 December 2004 relating to "Other financial

investments" is € 1,003 thousand lower than market value at the same date. 
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The changes in "Shares and quotas", "Mutual fund units" and "Bonds and other fixed-interest

securities" during the year are analysed below:
(in thousands of €)

Shares and Mutual fund Bonds and other
quotas units fixed-interest securities

Opening balance 1,665 2,456 72,245

Purchases          2,618 1,004 43,826

Writebacks 228 14 46

Issue discounts                                                    - - 13

Sales and redemptions          (379) (2,301) (40,901)    

Value adjustments             (81) (3) (127)  

Exchange differences              - - (392)

Closing balance 4,051 1,170 74,710

C.III.1 "Shares and quotas" included in "Other financial investments" consist of:

(in thousands of €)

31.12.2004 31.12.2003 Change

a) Listed shares                         4,050 1,664 2,386

c) Quotas                                              1 1 -

4,051 1,665 2,386

"Listed shares" solely comprise shares quoted on the official Italian market (€ 2,616 thousand) and on

other official European markets (€ 1,434 thousand). They are denominated in Euro-zone currencies

for a total of € 3,840 thousand and in other currencies for a total of € 211 thousand.

Their book value is € 263 thousand lower than their market value at year-end.

C.III.2 "Mutual fund units" comprise open-end funds invested in equities, €1,068 thousand, and

foreign, mainly monetary-based Sicavs, € 102 thousand.

Their book value is € 3 thousand lower than their market value at year-end.

C.III. 3 "Bonds and other fixed-interest securities" comprise:

(in thousands of €)

31.12.2004 31.12.2003 Change

a) listed                                     74,457 71,976 2,481

b) unlisted                                  253    269 (16)

74,710 72,245 2,465

"Bonds and other fixed-interest securities" denominated in Euro-zone currencies total € 71,720 thousand,

while those in other currencies amount to € 2,990 thousand. 

Their book value is € 737 thousand lower than their market value at year-end.

Issue and dealing discounts associated with this caption total € 13 thousand.
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The following is an analysis of significant positions by issuer: 
(in thousands of €)

Issuer Listed/unlisted Amount

Italian Government listed 48,889

EIB listed 5,985

Anglo American listed 1,770

KPN listed 1,701

Lehman Brothers listed 1,646

Banca Lombarda listed 1,500

Merryl Lynch listed 1,500

Autostrade listed 1,496

Volvo Treasury listed 1,455

Metro AG listed 1,299

Eurohypo listed 1,061    

C.III.4 "Loans" relate to loans granted to personnel. Changes during the year are shown in Attachment 10. 

C.III.6  "Restricted deposits with banks" comprise deposits that are restricted for more than 15 days.

Changes during the year are shown in Attachment 10.

At year-end, the residual duration of these deposits does not exceed one month.

C.IV  I “Deposits with ceding undertakings” amount to € 2,710 thousand (€ 4,014 thousand at

31 December 2003), a decrease of € 1,304 thousand. These solely comprise cash deposits held by

reinsurers on the basis of contractual terms in connection with reinsurance risks. 

Deposits with ceding undertakings were not written down at any time during the year.

SECTION 4 - TECHNICAL RESERVES CARRIED BY REINSURERS  (CAPTION D BIS)

Dbis. "Technical reserves carried by reinsurers" amount to € 179,819 thousand (€ 171,270 thousand

at 31 December 2003) and consist of:

(in thousands of €)

31.12.2004 31.12.2003 Change

1. Unearned premiums reserve 32,082 29,737 2,345

2. Claims payable reserve                    147,737 141,533        6,204

179,819 171,270 8,549

The amount of these reserves carried by indirect parent company Fondiaria-SAI S.p.A. includes

€ 9 thousand in unearned premiums and € 1,095 thousand for claims.

The amount of these reserves carried by related companies includes € 1,441 thousand in unearned

premiums and € 7,433 thousand for claims.
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SECTION 5 - DEBTORS (CAPTION E)

E. “Debtors” total € 82,706 thousand (€ 93,026 thousand at 31 December 2003) and comprise:

(in thousands of €)

31.12.2004 31.12.2003 Change

I. Receivables arising out of direct insurance 63,830 62,190 1,640

II. Reinsurance debtors 15,199 26,006 (10,807) 

III. Other debtors                                   3,677 4,830            (1,153)

82,706 93,026 (10,320)

E.1  I "Receivables arising out of direct insurance" amount to € 63,830 thousand (€ 62,190 thousand

at 31 December 2003) and are due from:

(in thousands of €)

31.12.2004 31.12.2003 Change

1.a Due from policyholders for current premiums               45,278 45,868 (590)

1.b Due from policyholders for premiums relating to prior years       1,631 1,666 (35)

2. Due from agents and other intermediaries                        13,983 13,636            347

3. Due from insurance companies                               2,938 1,020 1,918 

63,830 62,190 1,640

E.I.1  “Due from policyholders” total € 46,909 thousand (€ 47,534 thousand at 31 December 2003)

and are shown net of a writedown of € 715 thousand (€ 457 thousand at 31 December 2003).

During the year, "Due from policyholders" were written down by € 422 thousand; these writedowns

were charged to "Other technical expenses, net of reinsurance" in the statement of income. Utilisations

of the reserve for doubtful accounts related to policyholders amounted to € 164 thousand. The amount

was credited to the statement of income under "Other technical expenses, net of reinsurance".

These receivables also include € 24,993 thousand in premium instalments not yet expired for the Hull

and related third-party liability segments.

E.I.2  "Due from agents and other intermediaries" are stated net of a writedown of € 256 thousand

(€ 36 thousand at 31 December 2003).

"Due from agents and other intermediaries"  were written down during the year by € 220 thousand;

the writedown was charged to the statement of income under "Other charges". 

These receivables were mostly settled during the early months of the following year.

E.I.3  "Due from insurance companies" relate to current account deposits to secure co-insurance,

relationships arising under the "Direct Indemnity Convention" and services performed. 

The increase in this balance compared with the previous year is principally attributable to a more appropriate

classification under this caption of quite large amounts that were previously classified under "Other assets".
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They include the amounts due from the indirect parent company Fondiaria-SAI S.p.A., € 72 thousand,

and from related companies, € 97 thousand.

No writedowns were recorded during the year, nor was any doubtful accounts reserve created in the

past, as there was no reason for doing so.

E.II   "Reinsurance debtors" amount to € 15,199 thousand (€ 26,006 thousand at 31 December 2003)

and are due from:
(in thousands of €)

31.12.2004 31.12.2003 Change

1. Insurance and reinsurance companies 8,466 14,719 (6,253)

2. Reinsurance intermediaries 6,733 11,287 (4,554)

15,199 26,006 (10,807)

E.II.1 Reinsurance receivables from "Insurance and reinsurance companies" are shown net of a specific

doubtful accounts reserve of € 2,649 thousand (€ 2,397 thousand at 31 December 2003).

The significant reduction in this item relates mainly to the payment by the indirect parent company,

Fondiaria – SAI S.p.A., of the amounts due as a result of the termination of previous reinsurance

contracts in 2003. This payment was made in March 2004 and amounted to € 8,632 thousand.

During the year, these receivables were written down by € 313 thousand, booked to the statement of income

under “Other expenses”. At the same time, the related doubtful accounts reserve decreased by € 61 thousand

due to exchange gains, credited to "Other income", generated by the part denominated in foreign currency.

These receivables relate solely to current accounts for reinsurance operations.

They include amounts due from related companies, € 55 thousand, whereas there are no receivables

from the indirect parent company, Fondiaria - SAI S.p.A.

E.II.2  Receivables due from "Reinsurance intermediaries” were not written down during the year, nor

was any doubtful accounts reserve created in the past, as there was no reason for doing so.

The decrease derives partly from the termination of reinsurance contracts finalised in 2003 and settled in 2004.

E.III  “Other debtors” amount to € 3,677 thousand (€ 4,830 thousand at 31 December 2003).

Their main components are shown below:

(in thousands of €)

31.12.2004 31.12.2003 Change

Due from the tax authorities                                     1,758 1,403 355

Due from the indirect parent company                                833 623 210

Due from tenants for rentals and expenses         270 264 6

Deposits with clearing houses      214 838  (624)

Due from related companies                                    16 23   (7)

Guarantee funds in favour of policyholders 7 32 (25)

Other receivables                                                   579 1,647   (1,068)

3,677 4,830 (1,153)
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Amounts due from the tax authorities include € 1,634 thousand receivable from the Italian tax

authorities and € 124 thousand from the tax authorities of other countries where the Company operates. 

Amounts due from the Italian tax authorities include direct taxes of € 995 thousand, (of which refunds

totalling € 622 thousand have already been requested), the advance on the tax on insurance policies

of € 528 thousand (all used to reduce the amount of this tax due in February 2005 for the previous

month), advance taxes on termination indemnities of € 104 thousand and government concession

taxes of € 7 thousand (for which a refund has also been requested). 

Now that the Group files a joint tax return for the Italian companies, SIAT has transferred its tax credits

to the indirect parent company to be deducted from the Group tax liability. The amount concerned,

€ 231 thousand, has therefore been reclassified to the next item.

Amounts due from the indirect parent company relate for € 602 thousand to services provided to

Fondiaria-SAI S.p.A. as part of the organisational model for the "Marine" sector, which involved

concentrating the indirect parent company's business acquisition and settlement activities at SIAT

(as well as that of the related company Milano Assicurazioni S.p.A., though only as regards its

acquisition activity and the policies that previously belonged to Nuova MAA). They also include the

€ 231 thousand of tax credits transferred to the indirect parent company as part of the Group tax

return, as mentioned above. 

Amounts due from tenants include € 176 thousand in 2005 rents and related expenses billed in

advance and therefore treated as deferred income.

Deposits with clearing houses mainly relate to a deposit made by the French branch in the ordinary

course of business.

The amounts due from related companies include operating costs incurred on behalf of Milano

Assicurazioni S.p.A., relating to the organisational model mentioned above, and billed to it. 

Amounts due from guarantee funds in favour of policyholders essentially relate to the "Guarantee Fund

for Road Victims" (€ 6 thousand). 

Other receivables mainly relate to the business in France (€ 483 thousand).

These receivables were not written down during the year, nor was any doubtful accounts reserve

created in the past, as there was no reason for doing so.
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SECTION 6 - OTHER ASSETS (CAPTION F)

F. "Other assets" total € 4,677 thousand (€ 5,118 thousand at 31 December 2003) and comprise:

(in thousands of €)

31.12.2004 31.12.2003 Change

I. Tangible assets                         731 721 10

II. Cash and cash equivalents                             1,541 597 944

IV. Other assets                                      2,405 3,800 (1,395)

4,677 5,118 (441)

F.I "Tangible assets" are stated net of accumulated depreciation at year-end totalling € 1,450 thousand,

as analysed below:

(in thousands of €)

Gross value Accumulated Book
depreciation value

1. Furniture and office machines 1,862 (1,198)   664

2. Publicly registered assets 129 (120) 9

3. Plant and equipment 190 (132) 58

2,181 (1,450) 731

These are considered to be long-term tangible assets forming part of the Company's permanent

structure. The movements in their gross book value during the year were as follows:

(in thousands of €)

Gross value

Balance at Increase Decrease Balance at
31.12.2003 31.12.2004

1. Furniture and office machines 1,614 248 - 1,862

2. Publicly registered assets 283  - (154) 129

3. Plant and equipment 224 59 (93) 190

2,121 307 (247) 2,181

"Furniture and office machines" include € 41 thousand (excluding accumulated depreciation) in IT

equipment loaned to third parties free of charge in order to optimise technical procedures relating to

the Motor businesses.

Accumulated depreciation, € 1,450 thousand (€ 1,400 thousand at 31 December 2003), was

increased during the year by the provision of € 275 thousand and decreased by € 225 thousand

following the sale and retirement of assets.
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The following depreciation rates applied take into account the year in which the assets became

available for use, as required for tax purposes:

Category Rate %

furniture 12

fixtures 15

office machines                                          20

equipment                                   15

internal communication equipment 25

publicly registered assets 25

No accelerated or advance depreciation has been provided.

F.II  “Cash and cash equivalents” amount to € 1,541 thousand (€ 597 thousand at 31 December 2003)

and consist of:

(in thousands of €)

31.12.2004 31.12.2003 Change

1. Bank accounts                      1,533 590 943

2. Cheques and cash                       8 7      1

1,541 597 944

F.II.1  "Bank accounts" include sight deposits and time deposits of less than 15 days.

The balance includes interest income accrued up to the year-end of € 51 thousand.

F.IV "Other assets" amount to € 2,405 thousand (€ 3,800 thousand at 31 December 2003) and consist of:

(in thousands of €)

31.12.2004 31.12.2003 Change

1. Temporary reinsurance accounts           91 42  49

2. Other                                            2,314 3,758 (1,444)

2,405 3,800 (1,395)

F.IV.1  "Temporary reinsurance accounts" include amounts from reinsurance transactions with

companies that are not part of the Group, which are booked to these temporary accounts as explained

in Section 1 of the notes. 

They essentially relate to reinsurance transactions concerning the Hull business.
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F.IV.2  The main items included in "Other" are detailed below:

(in thousands of €)

31.12.2004 31.12.2003 Change

Disbursements for accident claims to be settled                      691 1,557 (866)

Deferred tax assets                              655 260 395

Due from  indirect parent company       282 429 (147)

Insurance excesses and amounts to be recovered from policyholders 162 127 35

Due from related companies         117 207 (90)

Due from third parties                   99 108 (9)

Due from French tax authorities      40 40 -

Other assets      268 1,030 (762)

2,314 3,758 (1,444)

Disbursements for accident claims to be settled represent the temporary accounting contra-entry for

fees paid to outside consultants (such as technical experts and loss adjusters) for Marine insurance

claims not yet settled at the end of the year. These fees have been accounted for in the valuation of the

claims payable reserve.

The decrease in this balance compared with the previous year is mainly due to a more appropriate

classification in "Due from insurance companies" for current account deposits of fairly large amounts

previously included here.

Deferred tax assets derive from timing differences (primarily due to the non-deductible writedown of

receivables) between the results reported in the financial statements and taxable income .

The deferred tax assets recorded in current year total € 395 thousand, while those recorded in the prior

years amount to € 260 thousand.

Deferred tax assets have been calculated at a rate of 33% for IRES (national corporation tax) and

4.25% for IRAP (regional business tax).

Amounts due from the indirect parent company mainly relate to unbilled services provided to

Fondiaria - SAI S.p.A.

The amounts due from policyholders include € 84 thousand to be recovered and € 78 thousand of

insurance excesses. The portion of amounts due from policyholders to be transferred to reinsurers has

been recorded under "Other liabilities".

Amounts due from related companies include € 102 thousand and € 15 thousand in operating costs incurred

on behalf of Novara Vita S.p.A. and Milano Assicurazioni S.p.A., respectively, to be recharged to them.

Amounts due from third parties mainly relate to commissions for indirect business due from other

insurance companies in relation to our activity carried on in France.
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Amounts due from the French tax authorities relate to the excess value-added tax paid locally in 2004,

which is recoverable by the French business on a "pro rata" basis.

Other assets mainly include the temporary accounting contra-entry for settlements recharged to us by

other insurance companies under co-insurance relationships, waiting to be reversed to obtain the

supporting documentation. Balances relating to such claims are recorded as amounts due to these

companies or to the claims reserve, as the case may be. The significant reduction in this balance

compared with the previous year is due to the fact that various amounts were either sorted out from an

accounting point of view or paid during the year.    

SECTION 7 - PREPAYMENTS AND ACCRUED INCOME (CAPTION G)

G.  "Prepayments and accrued income" amount to € 1,123 thousand (€ 979 thousand at 31 December 2003)

and comprise:

(in thousands of €)

31.12.2004 31.12.2003 Change

1. Interest                                930 810 120 

3. Other                    193 169 24

1,123 979 144

This item is analysed as follows:

(in thousands of €)

Accrued income Prepayments Total

1. Interest                                                                930 - 930

3. Other                                        - 193 193

930 193 1,123

Accrued interest income mainly concerns fixed-interest securities and deposit account balances at

year-end.

Other prepayments relate to social security contributions (€ 48 thousand), various operating expenses

referring to future periods (€ 131 thousand) and insurance premiums (€ 14 thousand).  

No prepayments or accrued income have a duration of more than one year, except for prepayments

relating to certain insurance premiums and social security contributions paid, which include € 62 thousand

with a duration of more than one year, but less than five years.
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