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THE EQUITABLE LIFE ASSURANCE SOCIETY

Directors’ Report for 1996

Principal activities

The Equitable Life Assurance Society (the Society) is
the ultimate holding company of the Equitable Group
of companies (the Group). The principal activities of
the Group during 1996 were the transaction of life
assurance, annuity, pension and permanent health
insurance business in the form of guaranteed,
participating and unitlinked contracts, and other

financial services.

Financial results of the Society and its principal

operating subsidiaries

The Society

Earned premiums, net of reinsurance, were £2,830.3m
compared with £2,361.8m in 1995. Expenses before
deferral of acquisition expenses amounted to £122.9m
(1995 £114.4m).

The amount of the technical provisions comprising
long-term business provision, net of reinsurance, and
technical provisions for linked liabilities, increased to
£17,572.1m from £14,907.1m. The market value of
the assets supporting the technical provisions was
£19,305.1m (1995 £16,612.3m).

University Life Assurance Society (University Life)

The Society owns all the shares of this company which
ceased transacting new business some years ago. The
Society is entitled to 10% of the surplus distributed at
each declaration, these currently taking place every
three years, and of the surplus distributed as interim
and terminal bonuses during each triennium, The
most recent valuation for the purpose of establishing
the amount of distributable surplus was made as at
the end of 1996,

The Society is paid a fee for the services provided to
University Life which has no staff of its own and this fee

is set against the corresponding incurred expenses.

Equitable Unit Trust Managers Limited (EUTM)
EUTM is a wholly-owned subsidiary of the Society.

Total sales of units of the trusts managed by EUTM,
including those bought by the Society to back unit-
linked policies, amounted to £170.9m {1995 £151.7m)
during the year and the value of funds under
management at the end of the year was £1,590.2m
(1995 £1,374.1m).
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Permanent Insurance Company Limited (Permanent)

The Society owns a majority holding of shares in
Permanent. The remaining shares in that company are
held by Medical Sickness Annuity and Life Assurance
Society Limijted. The principal activity of Permanent

is the transaction of permanent health insurance.
Premium income in 1996 was £40.5m (1995 £36.3m).

Valuation and bonus declaration

In accordance with the Society’s Articles of Association
and insurance company legislation, the Society’s
Actuary carried out a valuation of the assets and
liabilities of the Society as at 31 December 1996. In

the light of the results of that valuation, the Directors
decided to allocate declared bonuses with a value of
£503.6m (1995 £417.4m) from the surplus revealed by

the valuation.

In previous years the Directors have progressively
reduced declared bonus rates in order to reflect the
downward trend in the rates of interest available on
gilt-edged stock. As a result of that strategy, the rates
declared for 1993 were consistent with then current
interest rates. Since then interest rates have remained
at broadly the same level. Accordingly, the rates

for 1993 were maintained for 1994 and 1995. The
Directors have considered it appropriate to maintain

declared bonus rates at the same levels again for 1996.

Yor exampie, the rate of declared bonus for personal
pension plans for 1996 was £4% (1995 £4%) which,
with the rate of roll-up already guaranteed by the
policy, gave an overall accumulation of benefits in
guaranteed form of just over 74%. For new series
policies written since July 1996 the declared bonus
rate was 7/4%. The accumulation rate for total policy
benefits allocated to this type of policy was 10% which
was the rate which had applied for determining actual
pay-outs during the course of 1996. The increase

in total policy values in excess of the build-up of
guaranteed benefits was in the form of final bonus
which is a non-guaranteed addition and may be varied
at any time before the policy benefits become
contractually payable. Bonuses for other classes of policy

were set on bases consistent with these rates of return.
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Directors’ Report for 1996

continued

Details of the new declared bonuses added to
individual policies have been communicated to

policyholders in the usual way.

Details of the rates for major classes are given in one
of the Society’s leaflets, which is available from branch
offices on request. A description of the Society’s
approach to with-profits business is given in the With-
Profits Guide, swhich is similarly available.

Directors

The Directors of the Society during the year were as set
out on page 1, except for Mr D W J Price who was
appointed a Director on 1 July 1996,

The three Directors retiring at the Annual General
Meeting in accordance with Regulation 34 of the
Articles of Association are Mr A Nash, Miss } A Page
and Mr D W Wilson who, all being eligible, offer

themselves for re-election.

In accordance with Regulation 40 of the Articles of
Association Mr D W J Price retires at the Annual

General Meeting and is eligible for re-election.

Details of the Directors seeking re-election, and of the
other Directors of the Society, appear on page 3 of the

Annual Report and Financial Highlights.

Corporate governance

A statement regarding the Society’s approach to
corporate governance is given on pages 4 to 7 and
includes a statement by the Directors of their

responsibilities in respect of the accounts.

Staff

In relation to the employment of disabled persons

the Society’s policy in 1996 was to give the same
consideration to disabled people as to other people,

in regard to applications for employment, continuation
of employment, training, career development and
promotion — having regard to their particular

aptitudes and abilitics.

During 1996 it was the Society’s continuing policy and
practice to involve staff by providing and receiving
information relevant to the progress, development and
performance of the organisation. Matters of concern to
staff as employees were communicated through briefing
by managers, a system of written circulars (including

a monthly core brief), a staff handbook and training
courses {including the Central Training Unit).
Consultation with staff on matters affecting the interests
of staff and the general efficiency of the Society took
place in various ways; one of these was through the
elected staff representatives on a staff consultative

committee which met on five occasions in the year.

All members of staff and executive Dirvectors participate
in incentive schemes designed to encourage and reward

corporate or individual improvements in performance.

Profit-Related Pay Schemes, approved by the Inland
Revenue, are now in operation for most of the Society’s
non-field staff. As a mutual company the Society has

no employee share scheme in force.

Payment of suppliers of goods and services
It is the Society’s policy to agree the terms of payment
on commencement of business with all suppliers and

to abide by those terms.

Auditors
Ernst & Young have expressed their willingness to

continue in office as auditors.

Lo Ve

President ] 7
26 March 1997
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Corporate governance

The Committee on the Financial Aspects of Corporate
Governance (the Cadbury Committee) was set up to
review those aspects of corporate governance
specifically related to financial reporting and
accountability. The Code of Best Practice (‘the Code”)
recommended by the Cadbury Committec is designed
to achieve high standards of corporate behaviour and
focuses on the control and reporting functions of
boards and on the role of auditors. Companies listed on
the London Stock Exchange are now required to comply
with the Code. The Board of Directors considers that
the Society, a mutual company, meets in all material

respects the spirit and approach of the Code.

Directors’ responsibilities in respect

of the accounts

Company law requires the Directors to prepare
accounts for each financial year which give a true and
fair view of the state of affairs of the Society and of the
Group and of the result of the Society and of the
Group for that period.

In preparing those accounts, the Directors are

required to:

* select suitable accounting policies and then apply

them consistently;

* make judgements and estimates that are reasonable

and prudent;

* state whether applicable accounting standards have
been followed, subject to any material departures

disclosed and explained in the accounts;

* prepare the accounts on the going concern basis
unless it is inappropriate to presume that the Group

will continue in business.

The Directors have complied with the above

requirements.

The Directors are responsible for keeping proper
accounting records which disclose with reasonable
accuracy at any time the financial position of the Group
and enable them to ensure that the accounts comply
with the Companies Act 1985 as described above.

They also have general responsibility for taking such
steps as are reasonably open to them to safeguard the
assets of the Group and to prevent and detect fraud

and other irregularities.

The Board of Directors

The Board meets regularly, normally monthly, so that
it can control key issues and monitor the overall
performance of the Society and the Group, and has a

formal schedule of matters reserved for its decision.

Brief details of the Directors appear on page 3 of the
Annual Report and Financial Highlights. It has long
been the Society’s approach for the majority of Board
members to be non-executive. Currently there are
nine, namely the President, the two Vice-Presidents
and six further non-executive Directors: the Managing
Director and four General Managers are executive
Directors. Non-executive Directors’ appointments are
subject to a process of regular review; the terms of
service of the executive Directors are in line with those
of staff and it is normally required that they relinquish

their directorships on retirement or leaving service.

There are four Sub-Committees of the Board as set

out below.

The Audit Committee, which comprises three non-
executive Directors, is chaired by Mr A G Tritton. It
meets at least three times a year and assists the Board
in observing the Board’s responsibilities in respect of
the accounts, which are set out above. It also reports
to the Board on the accounting policies of the Society,
the contents of annual reports and accounts, the
conclusions drawn from internal control reports and
the adequacy and scope of the audit. The Auditors
attend its meetings and have direct access to the

chairman of the Committee.
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Corporate governance

continued

The Investment Committee comprises three non-
executive and two executive Directors. It normally
meets monthly. It is fully involved in strategic asset
allocation for the with-profits and managed funds
whilst delegating implementation to the General
Manager — Investments and his team. It monitors
investment results which are reviewed regularly by the
Board. The Committee retains more detailed control
over property investments. The chairman was Mr 1 P
Sedgwick until 24 July 1996 when the chairmanship
passed to the President. Mr I P Sedgwick left the
Committee and Mr D W J Price joined the Committee
in July 1996.

The Nominations Committee comprises the President, as
chairman, the two Vice-Presidents and the Managing
Director and Actuary. It meets as necessary and is
responsible for nominating, for the approval of the

Board, candidates for appointment to the Board.

The Remuneration Committee, which is chaired by

Mr I P Sedgwick, comprises the President and the two
Vice-Presidents. The Committee, which normally meets
twice a year, is responsible for recommending to the
Board the terms and conditions of employment of
Directors including those for executive Directors. It

is further responsible for considering management
recommendations and advising the Board on the
appropriate policy for remuneration and employment
terms of the Society’s staff, including incentive

arrangements for bonus payments.

Internal control

The Directors are ultimately responsible for
establishing and monitoring that the Society has in
place an appropriate system of controls, financial and
otherwise, to provide reasonable assurance with

respect to:

¢ the business being operated efficiently

and effectively;

* the safeguarding of assets against unauthorised use

or disposition;

s the maintenance of proper records and the
reliability of financial information used within the

business or for publication;
* compliance with laws and regulations.

In assessing what constitutes reasonable assurance, the
Directors have regard to the materiality of any financial
risks incurred, the likelihood of such risks crystallising
and the cost of and benefits from particular aspects of
the internal control system. The effectiveness of the

systern of control is reviewed regularly by the Board.

Going concern

The Directors consider that the Society has adequate
resources to continue in business for the foreseeable
future. Further, the Society has complied and
continues to comply with the statutory and regulatory
requirements of the Department of Trade and Industry.
For these reasons, the Board continues to adopt the

going concern basis in preparing the accounts.
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Corporate governance

continued

Report of the Remuneration Committee

The Society is compliant with all those parts of the
Report of a study group on Directors’ Remuneration
which was chaired by Sir Richard Greenbury and

for which recommended practices have been set.
The composition and responsibilities of the Society's

Remuneration Committee are set out on page 5.

The total emoluments of the Directors comprise:

The Remuneration Committee’s recommendations
are made on the basis of rewarding individuals for the
size of the jobs they undertake and their performance
therein. Proper regard is paid to the need to retain
good quality, highly motivated staff at all levels and the
remuneration being paid by competitors of the Society

is taken into consideration.

MNotes Fees and Benefits Business Total Total
salaries performance 1996 1995
bonus
£ £ £ £ £
Non-executive Directors
J R Sclater 40225 - 40,225 38411
A G Tritton 54,597 - 54,597 47,102
I P Sedgwick 27917 - 27917 27836
TG Abell 2 11,458
P A Davis 3 20,750 - 20,750 10,0600
Peter Martin 4 32,381 - 32,381 24,558
Miss ) A Page CBE 17,750 - 17,750 16,168
DW| Price 5 10,750 - 10,750
J F Taylor 17,750 - |7.75C 16,336
DWW Wilson 17,750 - 17,750 16,000
239,870 - 239870 207,869
Executive Directors
R H Ranson CBE 191973 (5,169 106,989 314131 256.55]
RQ Bowley 128,273 7,059 72216 207548 167409
S MKinnis 138473 10,188 77565 226226 180897
A Nash 115573 8275 64,154 188042 151075
D G Thomas 139,698 9,789 77,565 227052 182415
713,990 50,48C 398529 1,1629%9 938,347
Notes on an annual basis the actual costs of running the

1. Includes fees received of £12,850 from a directorship of University Life
and £11,797 from a directorship of Permanrent.

2. Retired 19 May 1995

3. Appointed | July 1995

4. Includes fees received of £8,000 from a directorship of Permanent.

5. Appointed | uly 1996

Benefits

Benefits comprise miscellaneous reimbursed expenses
and other benefits regarded as taxable. For executive
Directors these benefits mnainly arise from the provision
of a company car. Tax legislation requires that the
annual benefit is assessed according to the cost of the
car provided and, in the case of R Q) Bowley, S M Kinnis

and A Nash, with reductions for business mileage.

Business Performance Bonus

The Society operates a Business Performance Bonus
Scheme for its non-field staff, including therefore its
executive Directors. The scheme operates by comparing
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administration of the Society with the amounss available
for that purpose from charges in the new and renewal
business in the period. Management fees received

by the Society for services provided to subsidiary -
undertakings are also brought into account. A part of
any profit thus made is distributed among the non-field
staff, including executive Directors, in proportions
which vary according (o seniority. Payments under the
scheme to both non-field staff and executive Directors
are non-pensionable. The scheme forms the basis of
the Society’s approved Profit-Related Pay Schemes for
non-field staff including executive Directors. Asa
mutual company the Society has no employee share

scheme in force.

Service contracts
No Director, executive or non-executive, has a

service contract.
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Corporate governance

continued

Long-term benefits
No share options are given. The Society does not

operate any long-term benefits scheme.

Directors’ pension entitiements

The executive Directors, two non-executive Directors
and some staff participate in the Society’s defined
benefits pension scheme. The scheme is non-
contributery, fully insured under policies held with

the Society and governed by an independent trust.

Further details on the defined benefits scheme are
shown in Note 8.c. in the Notes on the Accounts on

page 21 of this document.

Following the Greenbury Report on Directors’
Remuneration, the Institute of Actuaries and the
Faculty of Actuaries jointly issued a Consultation Paper
dealing with disclosure of pensions and other benefits.
The disclosures recommended in the report of the

actuaries include:

a. the amount of the increase in the accrued pension
to which a director has become entided during
the year, over and above any general increase to
compensate for inflation to which early leavers
would be entitled, together with the accumulated
benefit at the year end. (The relevant disclosures

for the Soctety are set outin the table below.)

Age at  Years of Additional Accumulated -
31,1296  pension annual pension annual
entitlement  earned during benefit at
at the year ended 311296

311296 31.1296

£000 £0C0
| R Sclater 56 I L9 64
A G Tritton 65 20 0.5 44
R H Ranson CBE 66 43 I.é 1433
R Q Bowley 57 35 85 78.8
S MKinnis 59 31 7.5 749
ANash 48 25 4.6 500
DGThomas 52 31 6.7 749

Notes

I. The pension entitlement shown is that which would be paid annually
on retirement based on service to 31 December 1996,

2. The Normal Retirement Age for the purposes of the scheme for

] R Sclater, A G Tritton and R H Ranson is 65. Pension entitlement is
eamned according & the pension formula for each year of service up

to retirement.

3. Members of the scheme have the option to pay Additional Voluntary
Contributions to secure additional benefit.

4. The funding rate for the Society's defined benefits scheme in 1996 was
15%. which takes sufficient account of the increase in accrued entitiement
shown in the table above.

5. Each of the above Directors is married.

b. sufficient information to allow an independent
actuary to make a reasonable assessment of the

year’s increase in the transfer value. (As follows.)

For executive Directors the normal retirement age
under the scheme is 60 and on retirement at or after
this age, a pension is payable equal 1o ¥ath of final
pensionable salary for each year of pensionable service,

subject to Intand Revenue limits.

For death before retirement, a capital sum equal to
three times pensionable salary is payable, together with
a spouse’s pension of one-third of the member’s

pensionable salary.

For death in retirement, a spouse’s pension of 50% of
the member’s pre-commutation pension is payable.
Addidonally, in the case of death within five years after
retirement, a lamp sum is payable equal to the balance

of five years’ instalments of pension.

In the event of death after leaving service but prior

to cormmencement of pension, a lump sum equal to
the transfer value of the member’s benefit just prior to
death, less any amount required to provide a spouse’s
Guaranteed Minimum Pension (GMP}, is payable to

beneficiaries decided by the trustees.

In all circumstances, children’s allowances are also
payable, usually up to the age of 18 or, if still in

full-time education, 23.

The scheme is coniracted-out. Increases in pensions in
payment are given only on the excess over GMP. Post-
retirement pension increases are guaranteed at the
lesser of 5% p.a. and the increase in the Retail Price
Index (RPI}. The practice has been generally to award

annual increases in line with inflation.
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Report of the Auditors to the members of
The Equitable Life Assurance Society

We have audited the accounts on pages 9 to 30, which have been prepared on the basis of the accounting

policies set out on pages 12 to 14.

Respective responsibilities of Directors and Auditors
As described on page 4, the Society’s Directors are responsible for the preparation of the accounts. It is our
responsibility to form an independent opinion, based on our audit, on those accounts and te report our

opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basts, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Directors
in the preparation of the accounts and of whether the accounting policies are appropriate to the Group’s

circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that

the accounts are free from material mis-statement, whether caused by fraud or other irregularity or error.
In forming our opinion we also evaluated the overall adequacy of the presentation of information in

the accounts.

Opinion
In our opinion the accounts give a true and fair view of the state of affairs of the Society and of the Group
as at 31 December 1996 and of the result of the Society and of the Group for the year then ended and

have been properly prepared in accordance with the Companies Act 1985.

Ernst & Young L’—/ - %’—v

Chartered Accountants
Registered Auditor

London
26 March 1997
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Profit and L.oss Accounts
For the year ended 3| December 1996

Technical Account — Long-term Business

GROUP SOCIETY
1996 1995 1996 1995
NOTES £m £m fm £m
Earned premiums, net of reinsurance
Gross premiums written 28729 23855 28324 23638
Qutward reinsurance premiums (6.4) (4.2) 2.0 20)
28665 23813 28303 23618
Investment income 2 1,432.5 L1508 1,394.6 1,131.7
Unrealised gains on investments 371.1 11397 374.1 L1312
Other technical income 3 14.0 145 7.2 6.3
4,684.1 46867 46062 456317
Claims incurred, net of reinsurance
Claims paid — gross amount 4 1.851.6 1,489.6 1,742.2 1,433.6
Reinsurers' share 2.1y 0.7 (1.4} Q3
i,849.5 14889 1,740.8 14333
Changes in other technical provisions, net of reinsurance
Value of benefits excluding new declared bonus 1,898.4 1,862.8 1,872.3 1,851.4
New declared bonus 506.5 4174 503.6 4174
Long-term business provision — gross amount 24049 22802 2,3759 22688
Reinsurers' share 1.4 (3.4 2.0 Gl
24063 22768 2,3779 22689
Cther technical provisions
Technical provisions for linked liabilities 2179 2468 294.3 2636
26242 25236 2,6722 25325
Net operating expenses 5 119.8 107.7 104.2 98.4
Commission 39 29 nil nil
Investment expenses and charges 2b 1.5 L0 10.7 95
Taxation 0a 50.5 325 46.2 280
Minority interests (2.5) 08
Transfers to the fund for future appropriations 15 272 5202 32.1 53090
210.4 6742 193.2 6659
4,684.1 4,686.7 46062 46317

Balance on the Technical Account

Al significant recognised gains and losses are dealt with in the Profit and Loss Accounts. Exchange gains and losses arising on retranslation of overseas

operations are taken directly to reserves.
All the amounts above are in respect of continuing operations,
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Balance Sheets
As at 31 December 1996

Agsets
GROUP SOCIETY
1996 1995 1996 1995
NOTES £m £m £m £m
Investments
Land and buildings Pla 1,107.3 1,051.3 1,078.9 10166
Investments in group undertakings b 90.8 1127
[nvestments in participating interests b 62.1 363 62.1 363
Other financial investments I'lc 16,0282 13,7105 15796.1 134684
17,1976 147981 17,0279 146340
Assets held to cover linked liabilities {2 1,909.5 1,689.1 1,903.3 1,606.6
Reinsurers’ share of technical provisions
Long-term business provision 1.8 3.1 37 57
Debtors I3
Debtors arising out of direct insurance operations 376 363 288 288
Debtars arising out of reinsurance operations 0.3 02 - -
Other debtors 204 63.6 325 731
58.3 100.1 61.3 (01.9
Other assets
Tangible assets 14 219 249 21.7 246
Cash at bank and in hand 20.6 12.5 5.6 -
42.5 374 273 246
Prepayments and acerued income
Accrued interest and rent 144.3 110.0 1424 107.4
Deferred acquisition costs 6 2594 252.0 2314 2748
Other prepayments and accrued income 49.7 68.1 49.0 67.6
4534 430.1 4228 399.8
19,673.1 170679 19446.3 167726
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Balance Sheets

continued
Liabilities
GROUP SOCIETY
1996 1995 1996 1995
NOTES £m £m £m £m
Minority interests 8.6 42.7
Fund for future appropriations 15 1,717.5 1,698.] 1,733.0 [,705.2
Technical provisions 16
Long-term business provision — gross amount 15873.6 134756 156800 133110
Technical provisions for linked liabilities 16 £,900.8 16842 1,895.8 16018
Provisions for other risks and charges 17 56 69 4.5 55
Creditors
Creditors arising out of direct insurance operations 220 25.1 18.7 23.1
Creditors arising out of reinsurance operations 0.3 05 0.3 0.3
Debenture loans 18a 344 41.4 344 41.4
Other creditors including taxation and social security |8b 57.2 628 47.9 539
113.9 1298 101.3 1187
Accruals and deferred income 321 306 317 304
19.673.1 170679 19,4463 167726
J R Sclater
President
~ A e
A G Tritton (
Vice-President - —
V/’,,’———- '
R H Ranson

Managing Director and Actuary

26 March 1957
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Accounting policies

Basis of presentation

The accounts have been prepared in accordance with
sections 255 and 255A of, and Schedule 9A to, the
Companies Act 1985 and in accordance with
applicable accounting standards. The true and fair
override provisions of the Companies Act have been
invoked, see note 11.a. Non-linked investments —
Land and buildings.

The Insurance Companies (Accounts and Statements)
Regulations 1996 require that business written with
benefits linked to an index, previously stated as non-
linked business, be reported as linked business. In
order to ensure consistency of treatment between these
accounts and the annual returns to the Department

of Trade and Industry, index-linked business has been
reclassified as linked business and comparative figures
for technical provisions, assets, liabilities, premiums

and claims have been restated to reflect this change.

Minor changes to the disclosures in the Notes on the
Accounts have been made following The Companies
Act 1985 (Miscellaneous Accounting Amendments)
Regulations 1996. Comparative figures for numbers
of employees and significant investment holdings
{Notes 8.a. and 19.b. respectively) have been
changed accordingly.

Basis of consolidation
The Group accounts consolidate the accounts of the
Society and all its subsidiary undertakings drawn up to

31 December each year.

Earned premiums

Premiums earned are accounted for on a cash basis
in respect of single premium business and recurrent
single premium pension business and on an accruals

basis in respect of all other business.

All pension policies now contain an open market
option under which, in lieu of the benefits that must be
taken on retirement, the equivalent lump sum can be
transferred to another provider. All such lump sums in
respect of individual and personal pension policies
insured with the Society are included in payments
under policies and where either annuities or managed
pensions are bought the lump sums are included in

premium income.

Investment income

Investment income is included on an accruals basis.
Dividends are included by reference to ex dividend dates.

Income on fixed-interest investments is adjusted for

purchased accrued interest.

Rental income arising under operating leases is
recognised in equal instalments over the period of the

lease of the properties.

Realised gains and losses on investments
Realised gains and losses on investments are calculated
as the difference between net sales proceeds and the

original cost.

Unrealised gains and losses on investments
Unrealised gains and losses on investments are
calculated as the difference between the valuation of
investments at the Balance Sheet date and the original
cost. Movements in unrealised gains and losses on
investments arising in the year are shown in the Profit

and Loss Account.

Claims incurred

Death claims are recorded on the basis of notifications
received. Surrenders, maturities and annuity payments
are recorded when due. Claims on participating
business include bonuses payable and interest.
Reinsurance recoveries are credited to match the
relevant gross amounts. Claims payable include direct

costs of settlement.
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Accounting policies

continued

New declared bonuses

The new declared bonuses charged to the Profit and
Loss Account for a given year are the value of the new
reversionary bonuses declared at the end of that year
calculated by reference to the policies in force at that
tme. The Society declares bonuses annually and

University Life declares bonuses triennially.

Deferral of acquisition costs

For contracts of the recurrent single premium type
where a series of future premiums is expected to be
received, only a proportion of the acquisition costs
incurred in the year of sale is covered by the premium
loadings received in that year. The balance remains to
be covered by loadings in future years and is shown as

deferred acquisition costs in these accounts.

For single preminm contracts other than managed
pensions, acquisition. expenses are covered by loadings
in the year of sale. There is, therefore, no deferral of

acquisition costs.

For managed pensions, the acquisition costs are
recovered by loadings in the first four years of the
contract. The balance unrecouped at any time is shown

as deferred acquisition costs in these accounts.

For conventional level annual premium contracts sold

by the Society, the method of calculating the long-term
business provision makes implicit allowance for the full
acquisition costs at the end of the year of sale. There is,

therefore, no explicit deferral of acquisition costs.

For contracts sold by Permanent, the method of
calculating the long-term business provision assumes
that acquisition costs will be recovered regularly from
the series of premiums payable. The balance of
acquisition costs to be recovered from loadings in
future premiums is shown as deferred acquisition

costs in these accounts.

The deferred acquisition costs asset takes no account

of any tax relief available on expenses.

Where a deferred acquisition costs asset is created the
rate of amortisation of that asset is consistent with a
prudent assessment of the expected pattern of receipt of
the relevant future loadings over the period in which the

contracts concerned are expected to remain in force.

Pension costs

Pension costs are recognised on a systematic basis so
that the costs of providing retirement benefits to
employees are matched evenly, so far as possible, to

the service lives of the employees concerned.

Leases
Payments under operating leases are charged to the

Profit and Loss Account equally over the lease term.

Deferred taxation
Deferred taxation is calculated using the liability
method but is provided only where the amount is likely

to become payable in the foreseeable future.

Valuation of investments
Investments are stated at current value at the Balance

Sheet date, calculated as follows:

s Freehold and leasehold properties are individually
valued by qualified surveyors on the basis of open
market value, account being taken of the cost of
disposal. The valuation is carried out on an
annual basis.

e Listed securities are stated at the middle market value,

¢ Unit trust units are stated at bid value,

* Shortterm deposits are included at cost.

* Other investments are stated at Directors’ valuation

having prudent regard to the likely realisable value.



THE EQUITABLE LIFE ASSURANCE SOCIETY

Accounting policies

continued

Fixed assets and depreciation

Expenditure on motor vehicles, fixtures, fittings,
computer equipment and other equipment is capitalised
and depreciated by cqual annual instalments over the
expected useful lives of the relevant assets, having

regard to expected residual values.

The periods generally applicable are:
* motor vehicles 2% years
¢ plant, fixtures and fittings a to 10 years
* computer equipment 3 to b years
Long-term business provision

The long-term business provisions for the Group are
determined by the respective Appointed Actuary of
each entity following, in each case, his annual
investigation of the long-term business. For the Society
and University Life, the long-term business provision is
calculated using the gross premium method of valuing
the liabilities. In the case of Permanent the calculation
uses the net premium valuation method. Provisions for

overseas branch business are calculated on a U.K. basis.

Since the Society is a mutual office all assets belong to
the policyholders. For the purpose of these accounts,
however, the liability to policyholders in respect of
these assets has to be divided into two parts. The first
part, called technical provisions, is represented by
assets needed to meet the guaranteed benefits under
contracts, including declared bonuses added up to
and including the date of the accounts and making
allowance, in accordance with the assumptions used,

for spectfic levels of future declared bonuses.

The balance of the assets, which is mainly represented
by the fund for future appropriations, comprises assets
which are held on account for future bonus additions

of various kinds in excess of the levels allowed for in

the technical provisions.

In the case of University Life a similar treatment applies
except that, since this society is a proprietary office, the
Proprietor will ultimately be entitled to an appropriate

proportion of the surplus to be distributed in the future.

For Permanent, an office writing non-profit business,
all unappropriated surpluses arising in the year are

available to the shareholders.

Foreign currency translation

Assets and liabilities in foreign currencies are expressed
in sterling at the exchange rates ruling at 31 December.
Revenue transactions and those relating to the
acquisition and realisation of invesuments have been
uanslated at rates of exchange ruling at the time of

the respective transactions.

Segmental reporting
In the opinion of the Directors, the Group operates in

one business segment.



THE EQUITABLE LIFE ASSURANCE SOCIETY

Notes on the Accounts

I. Earned premiums

GRCUP SOCIETY
1996 1995 1996 1995
£m £m £m £m

a. Analyses of gross premiums written are as follows:
individual premiums 2,323.0 19124 2,290.9 1,895.1
Premiums under group contracts 549.9 473.1 541.5 468.7
28729 23855 28324 23638
Regular premiums 1,282.7 1.096.0 1.2422 10743
Single premiums 1,590.2 12895 1,590.2 1,289.5
2,8729 23855 28324 13638
Premiums from non-profit contracts 210.0 2215 170.2 200.1
Premiums from with-profits contracts 2,3935 i,9284 2,393.2 19283
Premiums from linked contracts 2694 235.6 269.0 2354
28729 23855 2,8324 23638
Premiums from life business 3470 2256 336.8 2200
Premiums from annuity business 71.8 710 718 71.0
Premiums from pensicn business 24269 20742 2,4233 20725
Premiums from permanent health business 272 147 0.5 03
2,872.9 23855 2,832.4 23638
Premiums from UK. business 2,759.7 23061 27192 272844
Premiums from overseas business 3.2 794 1132 79.4
28729 23855 28324 23638

b. New business

Individual premiums 18449 [,487.3 1,838.6 14855
Premiums under group contracts lé68.1 1308 166.5 130.4
2,013.0 1,618.1 2,005.1 1,6159
Regular premiums 422.8 3286 414.9 3264
Single premiums 1,590.2 1,289.5 1,590.2 1,289.5
2,013.0 16081 2,005.1 6159
Premiurms from non-profit contracts 105.4 1638 97.7 t61.7
Premiurns from with-profits contracts 1,706.3 1,306.8 1,706.3 1.306.8
Premiums from linked contracts 201.3 t47.5 201.1 147.4
2,013.0 1.618.1 2,005.1 16159
Premiums from life business 2756 162.9 2729 1624
Premiums from annuity business 536 53.2 536 532
Premiums from pension business 1,680.0 1,400.8 1,678.5 1,400.0
Premiums from permanent health business 38 1.2 0.1 03
2,013.0 16181 2,005.1 1,6159
Premiums from UK. business 1,907.3 1,544.9 1,899.4 1,542.7
Premiumns from overseas business 105.7 732 105.7 732
2,013.0 1,618.1 2,005. 1 16159




THE EQUITABLE LIFE ASSURANCE SOCIETY

Notes on the Accounts

continued

|. Earned premiums continued

Classification of new business

In classifying new business premiums the basis of recognition adopted is as follows:

+ New recurrent single premium contracts are classified as regufar where they are deemed likely to renew at or abaove the

ameunt of initial premium. Incremental increases on existing policies are classified as new business premiurns,

+ DSS rebates are classified as new single premiums.

* Funds at retirement under individual pension contracts left with the Society and transfers from group to individual

contracts are classified as new business single premiums and for accounting purposes are included in both claims incurred

and as single premiums within gross premiums written. Where an amount of fund under 2 managed pension is applied to

secure an annuity in payment, that amount is included in both claims incurred and as a single premium within gross

premiums written,

* Increments under existing group pension schemes are classified as new business premiums.

Where regular premiums are received other than annually the regular new business premiums are on an annualised basis,

2. Investment income

GROUP SOCIETY
1996 1995 1996 1995
£m £m £m £m
a. Investment income comprises:
Group companies 42 40
Other investments
land and buildings 77.9 745 77.5 74.4
other investmernits — listed 881.3 7339 865.2 7219
— other 44.1 357 43.2 351
1,003.3 844.2 985.9 8314
Gains on realisation of investments 429.2 306.6 404.5 2963
14325 11508 1,3%4.6 i.131.7
b. Investment expenses and charges comprise:
Investment management expenses 7.0 6.0 6.2 54
Interest charges
payable on bank loans and cverdrafts 02 07 0.2 0.7
payable on all other loans 4.3 34 4.3 34
1.5 10.1 10.7 9.5
¢. Investment activity account
Investment income 1,003.3 84432 990.1 8354
Realised investment gains 429.2 306.6 404.5 2963
Movement in unrealised investment gains 371.1 [,139.7 374.1 1,131.9
1,803.6 22905 1,7687 22636
Investment managerment expenses including interest (11.5) (101} (10.7) (5.5)
Investment return for the year 1,792.1 22804 1,7580 22541




THE EQUITABLE LIFE ASSURANCE SOCIETY

Notes on the Accounts

continued

3. Other technical income

GROUP SOCIETY
1996 1995 1996 1995
£m £m £m £m
Other technical income comprises:
Profits of Group companies 10.9 126
Cther Group income 4.1 4.0
Stock lending and underwriting commission 3.1 23 3.1 23
4.0 149 7.2 6.3
4. Claims paid
GROUP SOCIETY
1996 (995 1996 1995
£m £m £m £m
Gross claims paid comprise:
On death 659 595 62.9 550
On maturity and surrender 1,352.4 10740 1,262.1 1,0320
By way of periodic payments 426.8 3509 411.3 3417
Claims handling expenses 6.5 52 59 4.9
1,851.6 1,489.6 1,742.2 14336
Life and annuity business 2183 759 2108 169.3
Pension business 1L611.7 1,299.9 1,5254 12593
Permanent health business 15.1 8.6 0.1 0.1
Claims handling expenses 6.5 52 59 49
1.851.6 14896 1,742.2 14336
Linked business 165.5 1282 80.9 91.2
Nen-linked business 1,679.6 [,3562 1,655.4 1,337.5
Claims handling expenses 6.5 52 59 49
1,851.6 [,489.6 1,742.2 14336
UK. business 1,822.6 1.472.3 17138 L4166
Overseas business 225 2.1 225 12,1
Claims handling expenses 6.5 52 59 49
1,851.6 1489.6 1.742.2 14336

Included within clzims paid are interim, terminal and final bonuses for the Group of £302.2m {1995 £248.0m) and for the Saciety of £2989m

(1995 £245.5m).

5. Net operating expenses

GROUFP SCCIETY

1996 1995 1996 1595

£m £m £m £m

Net operating expenses comprise:

Acquisition costs 949 879 89.5 829
Change in deferred acquisition costs 7.4 {59 (6.6) (5.7
Administrative expenses 323 257 213 212
119.8 1077 104.2 984




THE EQUITABLE LIFE ASSURANCE SOCIETY

Notes on the Accounts

continued

6. Deferred acquisition costs

GROUP SCCIETY
Deferred Charge Deferred  Charge
£m £m £m £m £m £m
Deferred costs at i January 1995 219.1 219.
Arising from company acquired in year 270
Acquisition costs incurred in the vear 87.9 829
Dealt with in the technical provisions (32.6) 326 (32.6) 326
553 503
Apportionment for the year 490 6.3 446 57
Amertisation of prior year acquisition costs (43.1) 43.1 (389) 389
Deferred costs at 31 December 995 2520 2248
Acquisition costs incurred in the year 94.9 895
Dealt with in the technical provisions (33.3) 333 (33.3) 333
616 562
Apportionment for the year 54.6 7.0 49.5 6.7
Amortisation of prior year acquisition costs (47.2) 472 (42.9) 429
Deferred costs at 31 December 1996 2594 231.4
Acquisition costs charged for 1996 87.5 829
Acquisition costs charged for 1995 820 772
7. Expenses before deferral of acquisition costs
GROUP SOCIETY
1996 1995 1996 [995
£m £m £m £m
a. Expenses before deferral and expense ratio
Net operating expenses as reported in the
Profit and Loss Account 112.8 107.7 104.2 98.4
Comrmission 39 29
Acquisition costs deferred in the year 4.6 49.0 49.5 44.6
Amortisation of prior year acquisition costs (47.2) (43.1) (42.9) (389)
1301 165 110.8 104.1
Claims handling expenses 6.5 52 5.9 4.9
Investment expenses and charges .5 0.1 10.7 95
Interest charge (4.5) 4.1y (4.5) 4.1
Expenses before deferral 144.6 1277 122.9 1144
Earned premiums 28729 23855 2,8324 23638
Expense ratio (expenses before deferral as a % of earned premiums) 5.0% 5.4% 4.3% 4.8%




THE EQUITABLE LIFE ASSURANCE SOCIETY

Notes on the Accounts

continued

7. Expenses before deferral of acquisition costs continued

GROUP SOCIETY
1996 1995 1996 1995
£m £m £m £€m

b. Expenses include:
Depreciation of tangible fixed assets 8.9 9.4 88 2.3
Operating lease rentals — land and buildings 74 7.2 74 72

Auditors’ remuneration for the Group was £308.621 (1995 £316,372) for audit services and £68,556 (1995 £85,79!) for
non-audit services. Auditors' remuneration for the Society amounted to £219,020 (1995 £200,197) for audit services and

£33,785 (1995 £78359) for non-audit services.

8. Directors and employees

GROUP SOCIETY
1996 1995 1996 1995
£m £m £m £m
a. Staff costs comprise:
Administration
Salary 22.3 217 22.3 217
Bonus 42 26 42 26
Marketing
Field staff remuneration 288 26.1 2738 25.0
MNon-field staff salary 6.7 6.8 6.7 68
Non-field staff bonus 1.3 08 1.3 08
Investments
Salary 24 22 2.4 22
Bonus 0.5 0.3 0.5 0.3
66.2 60.5 65.2 59.4
Social security costs 6.0 54 5.8 5.3
Other pension costs 7.8 7.9 7.8 78
80.0 738 78.8 725
The monthly average number of employees during the year was as follows:
Administration 1,006 1,009 1,006 1,009
Marketing 874 892 845 863
Investment 60 59 60 59
1,940 [,.960 1,911 1931




THE EQUITABLE LIFE ASSURANCE SOCIETY

Notes on the Accounts

continued

8. Directors and employees continued

1996 1995
£ £
b. Emoluments of Directors
The total emoluments of the Directors comprise:
Fees of non-executive Directors 239,870 207.86%
Remuneration of executive Directors
Basic remuneration 764,470 715927
Performance-refated remuneration 398,529 222420
Pension contributions 107,456 102,041

Pension contributions

The pension contributions are in respect of the Society’s non-contributory defined benefits scheme and are based on the
rate of contribution made under that scheme. The Directors covered by this scheme include all those who are executives
as well as two of the non-executive Directors, | R Sclater and A G Tritton, who are consequently in receipt of lower fees.

President and Highest paid Director

1996 1995
£ £

Emoluments, excluding pension contributions, of the:
President 40,225 38411
Highest paid Director 314,131 256,551

Number of Directors with emoluments excluding pension contributions in the bands specified

1996 1995 1996 1995 1996 1995
£5001 — £10000 - | £35001 - £40,000 - ! £180,00] — £185000 - 2
£10,001 - £15000 [ £40,001 — £45,000 I - £185,001 — £190,000 | -
3 £45,001 — £50,000 - £205001 — £210000 | -
£20001 — £25000 | £50,001 — £55,000 I - £225001 — £230000 2 -
|

£255001 - £260000 -
£310,001 - £315000 | -

£25001 — £30000
£30001 — £35000

£150,001 — £155,000

[
£1500t — £20,000 3
I
|
| - £165001 - £176,000

Further details of Directors’ emaoluments are given in the Report of the Remuneration Committee on pages 6 and 7.
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Notes on the Accounts

continued

8. Directors and employees continued
¢. Pension arrangements

The Society operates two non-contributory pension schemes, The schemes are fully insured under policies held with the Society:

i. Defined Benefits Scheme
The majortty of permanent members of staff together with certain Directors (see note 81 are members of this scheme. The scheme
aciuary values the scheme triennially using the projected unit method with a 50 year control period and an allowance for new

entrants. The most recent actuarial valuation was performed as at | January |995 and the key assumptions used were as follows:

Salary increases . 8% per annum
Investment return 9% per annum
Rate of increase to current and future pensions in payment 5% per annum

On this basis the value of the with-profits policy of £102.1m represented | 12% of the liabilities determined.

ii. Defined Contributions Scheme
This scheme was set up during 1995. All employees will normally become eligible 1o join this scheme upen becoming

permanent members of staff,

The scheme actuary is of the opinion that the pension cost included within management expenses of £7.7m (1995 £7.9m),
which was the amounit coniributed to both schemes during the year, is consistant with the cost of providing the promised
pensicn benefits in accordance with Statement of Standard Accounting Practice 24,

2. Commission

All commission payments are made by Permanent. The Society does not pay commission to third parties.

10. Taxation
GROUP SOCIETY
1996 1995 1996 1995
£m £m £m £m
a. Taxation charged to the Technical Account
UK. corporation tax 27.9 163 264 147
Double taxation relief {0.5) (0.6) (0.5) (0.5)
274 157 25.9 14.2
Irrecoverable tax credits 156 8.1 15.2 77
Overseas taxation 102 76 72 5.5
Deferred taxation (2.2) 02 (1.9 0.4
51.0 3.6 46.4 278
Adjustments in respect of previous years ' (0.5) 09 ©.2) 02
50.5 325 462 280




THE EQUITABLE LIFE ASSURANCE SOCIETY

Notes on the Accounts

centinued

10, Taxation continued

GROUP SCCIETY
1996 1995 1996 f995
fm ! £m £m
b. Deferred taxation
Provided in the accounts:
Accelerated capital allowances 0.1 |4 0.1 |.4
Shert-term timing differences 0.4 1.2 - 05
Unrealised appreciation in investments 3.9 40 32 33
4.4 6.6 33 52
Not provided in the accounts:
Accelerated capital allowances 1.4 1.2 1.4 .1
Short-term timing differences 0.9 - - -
Unrealised appreciation in investments 48.0 378 47.7 374
49.0 390 49.1 385
Il. Non-linked investments
GROUP SOCIETY
long Freehold Total Long  Freehold Total
leasehold leasehold
£m £m £m £m £m £&m
a. Land and buildings
Land and buildings at current value
At | January 1996 118.7 9326 10513 1187 897.9 10166
Additions 7.3 563 736 17.3 563 736
Disposals (2.5) (35.3) (37.8) 2.5 (35.3) (37.8)
{Deficit)/Surplus on revaluation 0.7 209 202 0.7y 272 265
At 31 December 1996 1328 974.5 1,107.3 132.8 946.1 1,078.9
Land and buildings at cost
At 3t December 1996 126.7 863.8 990.5 i26.7 834.9 961.6
At 31 December 1995 1124 8286 241.0 1124 7911 9035

included in the figures shown for current value is £22.7m (1995 £20.9m) in respect of buiidings which are cwned and occupied by the Society.
MNotional rent of £1.8m (1995 £1.8m}, based on market rentals, is charged to expenses and is included in investrent income.

97% of the Group's and of the Society's properties were valued individually as at 31 December 1556 by independent professional valuers and

are included in the accounts at those valuations. Unit-linked properties were valued by independent professional valuers on a four-month rolling
basis over the year. The valuations were carried out by Hillier Parker in respect of commercial properties and by Savills PLC in respect of

agricultural properties.

No depreciation is provided in respect of investment properties. The Directors consider that this accounting policy is necessary far the accounts to

give 2 true and fair view. Depreciation is only one of the factors reflected in the annual valuation, and the amount which might otherwise have been

shown cannot be separately identified or quantified.
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1I. Non-linked investments continued

Shares at market value Loans at market value Total at market value
1996 |995 1996 995 1996 | 995
£m £m £m £m £m £m

b. Investments in Group undertakings
and participating interests
i. Group undertakings

At 1 january 101.4 394 1.3 170 112.7 564
Additions - 66.1 - - - 66.1
Disposals (6.7) - (0.2) 2.0} (6.9 2.0y
Transfer 1o participating interests (9.6) - - - (9.6) -

Exchange adjustments {1.9) 02 {0.9) C. (2.8) 03
Deficit on revaluation (2.6) 4.3) - (3.8) (2.6) 8.0
At 31 December 80.6 1014 i0.2 i3 90.8 1127
Shares at cost Loans at cost Total at cost

1996 j995 1996 1995 1996 1995

£m £m £m £m £m £m

At 31 December 82.7 986 10.4 4.3 93.1 1129
GROUP & SOCIETY

Shares at market value

1996 1995

£m £m

it. Participating interests

At | January 36.3 -
Additions 10.3 353
Transfer from group undertakings 9.6 -
Transfer to equity investments (2.1) -
Surplus on revaluation : 8.0 1.0
At 31 December 62.1 36.3
Shares at cost
1996 1995
£m £m
At 31 December 51.8 353
Participating interests comprise investments in four associated undertakings.
Current value Cost
1996 1995 1996 1995
£m £m £m £m
c. Other financial investments
Group
Shares and other variable yield securities and units in unit trusts 9,009.2 75925 6,627.5 55758
Debt and other fixed-income securities 6,569.9 58172 6,257.3 54525
Loans secured by mortgages 12.8 14.2 12.8 4.2
Loans secured by policies 2.1 1C.7 2.1 10.7
Cther loans 02 02 0.2 02
Deposits with credit institutions 4259 2734 4272 2736
Other investments 1.1 23 06 . C.4
16,0282 137105 13,3347 113274
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I'l. Non-linked investments continued

Current value Cost
1996 1995 1996 1995
fm £m £m £m

c. Other financial investments

Society

Shares and other variable yield securities and units in unit trusts 89624 75291 6,602.0 55334
Debt and other fixed-income securities 64099 56693 6,106.6 53166
Loans secured by mortgages 12.3 13.7 12.3 137
Loans secured by policies 89 104 8.9 10.4
Other loans 0.1 0.1 0.1 Gl
Deposits with credit institutions 402.2 2439 403.5 244.0
Other investments 0.3 e - 0.3
15796.1 134684 13,1334 11,1187

Investments of £178.7m (1995 £159.0m), which have been lent in the normal course of business to authorised money brokers on a secured basis,
are included in other financial investments.

The value of listed investments included above at current value under shares and other variable yield securities and units in unit trusts is £892 | 8m
{1995 £7,434.8m} for the Group and £8.875.7m (1995 £7,371.5m) for the Society.

The value of listed investments included above at current value under debt and other fixed-income securities is £6,482,2m (1995 £5,788.3m) for the
Group and £6,323.3m (/995 £5,640.5m) for the Society.

12, Linked investments

Current value Cost
1996 1995 1996 1995
£m £m fm fm

Group
Invested assets 1,895.8 1,671.8 1,570.9 1,379.0
Net current assets 13.7 17.3 13.7 17.3
1,909.5 1,689.1 1,584.6 1,396.3

Society
Invested assets 1,889.6 1,590.2 1,570.0 1.3164
Net current assets 13.7 164 13.7 164
1,033 1,606.6 1,583.7 1,332.8
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13. Debtors
GROUP SOCIETY
1996 1995 1996 1995
£m £m £m fm
Debtors arising out of direct insurance operations
Annuities due in early January, paid in December 17.2 18.7 17.2 18.7
Tax relief due on premiums 84 4.7 84 47
Other 33 56 32 54
Amounts owed by policyholders 28.9 290 28.8 288
Amounts owed by intermediaries 87 7.3
37.6 363 288 288
Debtors arising out of reinsurance operations 0.3 02 - -
Other debtors
Debtors other than Group and related companies 17.3 5001 0.6 395
Qutstanding sales of investments 3.1 135 2.4 135
Group companies 19.5 20.1
20.4 636 3235 73.1
58.3 1G0.1 61.3 101.9
14. Tangible assets
GROUP SOCIETY
Motor Piant Computer  Total Motor Piant Computer  Total
vehicles fixtures & equipment vehicles fixtures & equipment
fittings fittings
£m £m £m £m £m fm £m £m
Cost
At | January 1996 82 235 380 697 8.1 231 380 692
Additions 27 1.é 24 67 26 l.6 24 6.6
Disposals {2.3) - - (2.3) (2.2) - - (2.2)
At 31 December 1996 8.6 25.1 404 74 85 247 404 736
Depreciation
At | January 1996 29 14.6 273 448 29 14.4 273 4446
Provided in year 1.9 29 4. 89 19 28 4.1 88
Disposals (5 - - (15) (1.5} - - (1.5)
At 31 December 1996 3.3 17.5 314 522 33 172 314 519
Net book value at 31 December 1996 5.3 76 9.0 219 52 7.5 90 217
MNet book value at 31 December 1995 5.3 8.9 107 249 52 87 10.7 24.6
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I15. Fund for future appropriations
The fund for future appropriations comprises all funds the allocation of which to palicyholders has not been determined by

the end of the financial year.

GROUP SOCIETY
1996 995 1996 (995
£m £m £m £m
Movement in the year

Balance at | January 1,698.1 [,189.0 1,705.2 11737
Transfer from the Profit and Loss Account 272 5202 32.1 5300

Goodwill on acquisition of control of Permanent - {12.6)
Exchange (loss)/gain on retranslation of overseas operations (7.8) .5 (4.3) 1.5
Balance at 31 December 1,717.5 1,698.1 1,733.0 1,705.2

The exchange (loss)/gain on retranslation of overseas operations has not been included in a separate statement of recognised gains and losses due to

its insignificance.

16. Technical provisions

a. The long-term business provision

The long-term business provisions for the Society and University Life were calculated using the gross premium method of
valuing the long-term, non-linked liabilities, In the case of Permanent, the net premium method of valuing that company’s

long-term, non-linked liabilities was used.
The principal assumptions used in valuing the main classes of business of each office were as follows:

The Equitable Life Assurance Society

Class of business Mortality  Interest Future Rates of future bonus
rate expense  On sum Cn existing
allowance assured  bonus additions
% % %

Endowment assurances
Basic Life and General Annuity business AME0 4.5C 3.00% 2.50 .50
Pension business AMB0 6.00 400% 300 3.00

Non-profit temporary assurances
Basic Life and General Annuity business TMB0 Ad 450 3.00% - -
Pension business TM80 Adj 6.00 4.00% - -

Recurrent single premium {with profits)

Life business - 0.00 0.5% p.a. L I
Pension annuity in payment PMA8B0-1 (C=2010) 425 £40 pa. i, i
Pension business - 425 0.5% pa. i. L

Non-profit annuity in payment
Basic Life and General Annuity business IM80 (C=2010) 725 £40 pa. - -
Pension business PMABO-1 (C=2010) 7.75 £40 pa. - -

i For recurrent single premium business the interest rate shown is the effective discount rate applied i.e. the valuation interest rate reduced by the
future expense allowance and the assumed rate of future bonus.

li. Except for annuities in payment and recurrent single premium business, expense allowances are a percentage of future premiums. Additionally, for
certain assurance contracts, the value of a policy fee of £3.00 pa. is included in the provision.

iii. The adjustment to the mortality table for temporary assurances is a five year age deduction plus a flat addition of Q.0009 1o the resultant mortality
rates. For female lives the equivalent rates are based on the AFS80 table with a four year age deduction and a flat addition of 0.00035. For annuities
in payment on female lives, the equivalent standard female lives mortality tables to those shown above are used.

iv. The basis for calculating the provision at 31 December 1995 used interest rates of 8.00% p.a. for non-prefit annuities in payment and 4.50% p.a. for
recurrent single premium contracts. Martality assumptions have been generally revised at 31 December 1996 so as to make use of the 80 Series
standard tables. Otherwise the same assumptions were used at 31 December 1995,
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16.a, The long-term business provision continued

University Life Assurance Society

Class of business Mortality  Interest Future Rates of future bonus
rate  expense On sum On existing
allowance assured  bonus additions
% % % %

Endowment assurances
Basic Life and General Annuity business AGTIT0 4.50 675 2.75 1.25
Pension business AGTITC 6.00 3.00 1.75 1.75
Whole-life assurances AS7IT0 4,50 6.75 3.25 1.25

Deferred annuities

Basic Life and General Annuity business AB7I70 5.25 9.00 1.5C 1.50
Pension business AL7I70 6.00 9.00 1.75 1.75
Recurrent single premium pension - 375 2 v, V.
Annuity in payment a(%0) 8.00 1.00 - -

v. For recurrent single premiurn business the interest rate shown is the effective discount rate applied ie. the valuation interest rate reduced by the
future expense allowance and the assurned rate of future bonus.

vi. The expense allowances shown are a percentage of future premiums, except for annuities in payment where they are a percentage of the provision.

vii. The interest rates and future bonus rates for with-profits classes are each lower than the corresponding assumptions used at 31 December 1995.
Otherwise, the assumptions are unchanged from those used at 31 December 1995,

Permanent insurance Company Limited

Class of business Mortality  Interest rate Future expense allowance
%
With-profits assurances ABTI70 3.50 Office less net premiums
Non-profit temporary assurances T™M80 4.50 Office less net premiums
Other assurances AEZITD 450 Office less net premiums
Permanent health insurance
active lives ABTI70 625 Office less net premiums
claims reserves CMIRI12 7.50

viil. The valuation of permanerit heaith insurance contracts uses assumptions regarding future morbidity experience which are percentages of a
standard Manchester Unity type table for the first two years of sicknass. For longer term incapacity the marbidity assumptions take into account
the probabilities of claims entering the third year of incapacity and of claims terminating through death or recovery in each year thereafter. A
separate provision is held for claims where incapacity has lasted for more than two years. Group permanent health insurance contracts are valued
using an active lives provision of one-half of the premiums in force plus a provision on daimants which allows for A&7/70 mortality, 7.50% p.a.
interest and appropriate recovery assumptions.

ix. The methad of determining the morbidity assurgtions differs from that adopted in 1995 when the provision was based entirely on a standard
Manchester Unity type table.

b. Technical provisions for linked liabilities

The technical provision in respect of property-linked business is equal to the value of the assets to which the contracts are
linked. For index-linked annuities in payment the technical provision is equal to the investment liabiiity, calculated using the

same mortality assumptions as shown above for The Equitable Life Assurance Society non-profit annuities in payment and

using an interest rate of 3.25% pa.

An additional provision in respect of future expenses on all linked business and mortality risks on property-linked business is

included in the long-term business provision.
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THE EQUITABLE LIFE ASSURANCE SOCIETY

- Notes on the Accounts

continued

16. Technical provisions continued

GRCUP SOCIETY
1996 1995 1996 1995
£m £m £m £m
c. Gross technical provisions movements and restatement
of opening balances
Balance at [ January as previously reported
Long-term business provision 13,7310 11,3285 13,5664 11,2944
Provisions for linked liabilities 1,428.8 L1763 1,346.4 1,082.7
15159.8 125048 49128 123771
Balance at | January as restated
Long-term business provision 134756 11,1137 13,311.0 11,0796
Provisions for linked labilities 1,684.2 1.391.1 1,601.8 1,297.5
15,159.8  12,504.8 149128 123771
Retranslation of opening foreign branch technical provisions (7.2) 33 (7.2) 33
Acquisition - 1247
Changes in long-term business provision — gross amount 24049 22802 23759 22688
Change in technical provisions for linked liabilities 217.9 2468 2943 2636
Balance at 31 December 17,7754 15,1598 17,5758 149128
Balance at 3| December
Long-term business provision 158736 134756 156800 133110
Provisions far linked fiabilities 1,901.8 1.684.2 18958 1,601.8
17,775.4 15,1598 17,5758 149128

Provisions for index-linked business, previously included in the long-term business provision, are now included in the technical provisions for

linked liabilities.

17. Provisions for other risks and charges

GRQUP SOCIETY

1996 1995 1996 1995

£m £m £m fm

Provisicons for deferred taxation 4.4 6.6 33 52
Other provisions 1.2 03 1.2 03
5.6 69 45 55
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Notes on the Accounts

continued

I8. Creditors

a. Debenture loans

Debenture loans, all of which were repayable more than five years from the Balance Sheet date, were issued in connection
with the financing of a limited partnership located in the USA. The Society’s interest in the investments of the limited

partnership s included in the Balance Sheet under other financial investrments.

GROUP SOCIETY
1996 1995 1996 1995
£im £m £m £m

b. Other creditors including taxation and social security
Bank loans and cverdrafts .9 48 (.9 48
Outstanding purchases of investments 1.8 344 1.5 344
Group companies 12.0 10.6
Other creditors 335 236 12,5 4.1
57.2 62.8 47.9 539

19. Subsidiary and associated undertakings
a. Subsidiary undertakings

The principal subsidiary undertakings, all of which are wholly owned unless otherwise indicated, are as follows:

Nature of business

Equitable Life — Finanzberatung und Sales and marketing of life assurance and pensions
Versicherungsvermittiung GmbH

Equitable Services and Consuftancy Limited Consultancy, insurance services and sale/hire of computer systems
Equitable Unit Trust Managers Limited Unit trust management

Permanent Insurance Company Limited (50.01%) Permanent health insurance, life assurance and annuity business
University Life Assurance Society Life assurance and annuity business. Closed to new business

All the above holdings are of ordinary or like shares. Other holdings in subsidiary undertakings de not materially affect the result or assets of the Group.
Equitable Life - Finanzberatung und Versicherungsvermittlung GmbH is registered in Germany.

b. Significant holdings

At 31 December 1994 the Group and Society held more than 20% of the nominal value of a class of equity shares in 19
companies, &f which four companies have been accounted for as associated undertakings, as disclosed in Note 11.bii. The
remainder are not regarded by the Directors as associated undertakings and do not materizally affect the result or assets of
the Group or of the Society. These investments are included in the Balance Sheet at market value.

Full information on subsidiary and associated undertakings, and companies in which the Group and the Society hold more

than 20% of the nominal value of a class of equity share will be annexed to the Seciety’s next annual return.
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20. Related Party Transactions

The aggregate of premiums paid and amounits transferred into policies with the Society, University Life Assurance Scciety
and Permanent Insurance Company Limited and of amounts paid into personal equity plans managed by Equitable Unit Trust
Managers Limited in 1996 by Directors was £464,308.

The aggregate payments under policies with the Society in 1996 to Directors was £97,570.

All transactions were effected on the Society's normal terms.

21. Commitments

Property investment commitments not provided for in the accounts amounted to £51.6m {1995 £37.0m) for the Group

and the Society.

Commitments in respect of uncalled capital on certain investments amounted to £239.9m (1995 £168.0m) for the
Group and for the Society.

The Society has a commitment for uncalled capital on investments in a subsidiary undertaking amounting to £0.6m
(1995 £0.6m).

The Saciety has purchase order commitments of £0.5m (1995 £1.0m).

Cperating lease commitments, all of which relate to land and buildings, payable within one year of the Balance Sheet date

were in respect of leases expiring:

GROUP SOCIETY

1996 1995 1996 1995

£fm fm fm £m

Between one and five years 0.1 0.1 0.1 0.l
After five years 7.1 69 6.9 6.9
7.2 7.0 7.0 70
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Notice of Annual General Meeting

Notice is hereby given

that the 235th Annual General
Meeting of The Equitable Life
Assurance Society will be held at
Ironmongers’ Hall, Barbican,
London, on Friday 23 May 1997 at
1ia.m., when the business of the

meeting will be as follows:

1. To receive and consider the
report of the Directors and the
statement of accounts for the year
ended 31 December 1996,
together with-the report of the
Auditors thereon.

2.To elect Directors in place of
those retiring.

3. To reappoint the Auditors.

4. To consider and if thought fit to
pass the following Resolution
which will be proposed as an
Ordinary Resolution:

‘That with effect from and including
1 June 1997 the maximum sum,
which {in accordance with
paragraph (1} of Regulation 61 of
the Society’s Articles of Association)
the Directors’ fees payable in
respect of any period of twelve
‘months ending on a 31 May are not
1o exceed in aggregate, shall be, and
such maximum sum is hereby
prescribed as, £375,000."

By Order of the Board
R Q Bowley

Secretary .

16 April 1997

Only members are entitled to attend
the meeting. Members may vote
only in accordance with the

Society’s Articles of Association.
Ironmongers’ Hall is located in
Shaftesbury Place, off Aldersgate
Street, near to the Museum of
London. Barbican and St Paul’s are

the nearest Underground stations.

Comment on the
Ordinary Resolution

The Ordinary Resolution shown
under item 4 of the Notice of
Annual General Meeting would,

if passed, increase the maximum
limit on the aggregate amount

of the Directors’ fees payable in any
twelve month period. The Directors,
within the limit set, have power to
decide the actual level of fees in any
such period — both in total and for
individual Directors — having regard
particularly to the various duties of
the individual Directors and to the
general level of fees appropriate
from time to time. Executive

Directors do not receive fees.

The current maximum limit is .

£950,000. This was set by way of
Ordinary Resolution at the Annual
General Meeting in May 1995,

Since the maximum Hmit was last
set, the Society has acquired
Permanent Insurance Company
Limited as a subsidiary and certain
of the Society’s Directors, both
executive and non-executive, have
joined the Board of that company.
Directors’ fees are payable by
Permanent reflecting the
responsibilities and activities of the
Directors. Under the Society’s
Articles, a Director of the Society
must account to the Society for any
fees received or receivable by him
as 2 Director of a subsidiary of the
Society (other than University Life
Assurance Society). In consequence,
the fees receivable in connection
with directorships of Permanent
by the Society’s non-executive
Directors must be included in the
fees to which the maximum limit -
referred to above applies. (The
Society’s executive Directors do
not receive any fees personally in
connection with directorships

of subsidiary companies.)

‘Because of the inclusion of fees in

- respect of Permanent Insurance

Company Limited as explained
above, the current maximum limit

is likely not to be adequate and the
‘Society is being asked to increase

that limit.

- In proposing a new maximum

limit of £375,000, the Directors are

--asking the Society to set a limit

which can remain in force for a
number of years and which is able
to accommodate the possibility
of other companies becoming
subsidiaries of the Society in

the future.




The Society’s Directors

John Sclater, President Roger Bowley -Jennifer Page CBE
Age 56 (3, n, 7) Age 57 Age 52
Appointed a director in 1985 and Appointed an executive director in Appointed a director in 1994, Chief
President in May 1994. Chairman 1989. Joined the Society in 1961 and  Executive of Millennium Central,
of Foreign & Colonial Investment has held varicus senior management  the operating company for the
Trust plc, Foreign & Colonial roles. Appointed Company Greenwich Millennium Exhibition.
Enterprise Trust plc and Berisford Secretary in 1985, Currently holds A director of Railtrack Group PLC.
ple, and a director of a number of the position of General Manager — L T
other companies. Central Services and Secretary. A David Price

director of Permanent Insurance Age 49 (i)
Alan Tritton, Vice-President Company Limited. Appointed a director on 1 July 1996.
Age 65 (a,4, n, 1) Deputy Chairman of Mercury Asset
Appointed a director in 1976 and a Peter Davis Management Group plc.
Vice-President in 1983, Chairman Age 55 (a) ‘ -
of Permanent Insurance Company Appointed a director in 1995. Jonathan Taylor: 7
Limited and University Life Director General of the National Age 61
Assurance Society, and a consultant Lottery. A director of Provident Appointed a director in 1995.
to Barclays Bank plc, having retired Financial plc. Chairman of Booker plc and Ellis &
as a main Board director of Barclays Everard plc, and a director of MEPC
Bank ple. Shaun Kinnis plc and Tate & Lyle ple.

Age 59
Peter Sedgwick, Vice-President Appointed an executive director in David Thomas
Age 61 (n,1) - 1989. Joined the Society in 1968 Age 52 (i)
Appointed a director in 1991 and and has held a number of senior Appointed an executive director
a Vice-President in 1995. Vice- management positions in the in 1989, Joined the Society in
Chairman of Schroders pic, as well marketing organisation. Currently 1984, following other senior
as being a director of a number of holds the position of General investment management roles,
investment trusts. Manager — Sales and Marketing. and took over responsibility for

A director of Permanent Insurance the Society’s investment area.
Roy Ranson CBE, Managing Director Company Limited. Currently holds the position of
and Actuary ~=daeneral Manager — Investments.
Age 67 (i,n) Peter Martin
Appointed an executive director in Age 62 (a) David Wilson
1985. Joined the Society in 1953. Appointed a director in 1984. Age 55
Was appointed Deputy Actuary in Solicitor. A director of Finsbury Appointed a director in 1994,
1972 then Joint Actuary in 1982, Underwriting Investment Trust ple, Chairman and Chief Executive
since when he has been the Hucklecote Manufacturing Limited,  of Wilson Bowden plc.
Appointed Actuary (for statutory Permanent Insurance Company
supervision purposes). Became Limited and Sterling Underwriting fm;ﬂm (@)
Managing Director and Actuary Agencies Limited. Irvestment Comvmittee (i)
in 1991, A director of Marks & ‘ e )
Spencer Life Assurance Limited Alan Nash
and Permanent Insurance Age 48
Company Limited. Appointed an executive director in

1998. Joined the Society in 1971 and
has held various senior management
roles. Gurrently holds the position

of General Manager - Finance.




President’s statement to members

Dear Member

Continued success —
a mutual benefit

Although our Report and Accounts
are formally intended for the
Society’s members we send them

to all policyholders, whether or not
they have with-profits policies, as
the content will be of interest to
everyone to whom we are providing

a service. -

Amongst our many important
achievements in 1996, I would like
particularly to mention three:

Qur new UK. annual premium income,
at over £400m, broke all previous
records for the industry.

Qur total new premium income
exceeded £2 billion for the first time,
and included our highest ever single

premiums at £1.5%bn.

Our expense ratio fell, for the eighth
consecutive year, to the remarkably
low level of 4.3%. We confidently
expect this figure yet again to be the
lowest in the industry.

These achievements, together

with many others over the years,
show that a well run mutual
organisation can consistently
produce outstanding performance.

There has recently been much
debate about the merits of mutuality
and I would like again to put on
record your Board’s continued
strong commitment to maintaining
The Equitable as a mutual society.
We are convinced that our mugual

- status will bring unique benefits
provided we continue to operate
with great efficiency and we always

remember that we are in business -

solely to serve our policyholders.

Many mutuals are changing their
status and new ones are unlikely to
be created. We believe that our
continuing existence and success
as a mutual will increasingly be a
valuable competitive weapon.

As a mutual we can provide benefits
and services to our policyholders at
cost. This must be an advantage so
long as we keep our costs low. Our
ability to do so depends on a
number of factors including tight
management control, effective
systems and the economies of scale.
On all these counts we are strong
and we are therefore exceptionally
well placed to benefit from the
probability that future governments,
whétever their colour, will encourage
or impose greater private, rather
than state, provision, The Equitable
will be well placed, whichever party
wins the forthcoming General
Election, as we provide a wide range
of flexible products which give good
value and which are ideally suited

to private provision —whetheritbe
for pensions in retirement, life
assurance cover or long-term care.

Another important aspect of our
mutuality is our approach to bonus
distributions. Throughout our
history we have tried to ensure that
each generation of with-profits
policyholders has received the
returns it has deserved on its
investments with the Society. Our
distributions have been full and fair
- i.e. ‘equitable’, We have not built
up surplus assets in order to boost
our ‘free assets’. Qur ‘free asset
ratio’ is therefore inevitably, and
rightly, lower than those of some
of our competitors, but thisis a
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John Sclater — President

reflection of our full distribution
policy and not an indication of

“financial weakness. As has

been reported previously, the
international rating agency
Standard and Poor’s awarded the
Society an AA (Excellent) rating
in 1993. This rating has been
contfirmed by Standard and Poor’s
in each subsequent year,

Regulation

‘We are encouraged by and support
the initiatives of the Securities and

" Investments Board (SIB) and the

Personal Investment Authority
(PIA) in seeking ways in which
regulation can become less
prescriptive without sacrificing
effective investor protection.

It is essential that there should be
clear and full description of the
features of the investments being
offered, and this is a principle we
have long fotlowed. We have again
taken the lead in disclosure of
charges, this time for unit trust
investments, by implementing the
new requirements in December
1996 well before the deadline set

by the regulators.




An aspect of regulation that causes
us concern, and which we regard

as inequitable, is the matter of
regulators’ fees. Our great success in
attracting new business has caused
our fees to the PIA to be far greater
than those of almost all other
organisations regulated by the PIA.
For example, in each of 1995 and
1996, we paid almost £1.3m in fees
to the PIA and we feel that such
sums are well out of line with the
cost to the PIA of regulating our
relatively small field force. We are
strongly of the opinion that
regulators should apply fee bases
which reflect the efforts required

by them to regulate their various
members, and that the fees should
recognise a company’s good practice.
Virtue should be rewarded, not
punished. We hope that our
policyholders will support this stance.

I have referred in previous
statements to the review of past
sales of pension transfers and opt-
outs on which the industry has been
engaged since 1995. We have made
good progress with the review and
will shortly have completed all the
priority cases (the only ones for
which deadlines have been set by
the regulators) provided pension
schemes continue to cooperate with
the provision of information where
this is needed. We expect to have
completed the review of most other
cases by the end of 1997, subject
again to the timely provision of
information where needed.
Compensation payable by the
Society to date is relatively modest
and we remain of the view that there
will be no material impact on
policyholders’ benefits.

Corporate governance

Recent years have seen much
discussion of corporate governance,
and the reports of the Cadbury and
Greenbury Committees have
generally been well accepted and
adopted by industry. We follow

in all material respects the
recommendations of these
committees. The Hampel
Committee is now reviewing the
impact and implementation of the
Cadbury recommendations.

We strongly support good corporate

-governance but we hope the focus

will be on transparency and sound
principles rather than upon an
excess of prescriptive rules. As
Justice Brandeis said ‘Sunlight is
the best disinfectant’. We also

hepe that unitary boards will be
maintained in this country and that
no pressures will be put to set non-
executive directors aside from their

executive colleagues.
Development of the Society

There have been many
developments in recent years of
which the Society can be proud and
which will put us in a position to

continue our growth and success.

An important new development has
been the introduction of ‘Equitable
Direct’, a telephone service through
which clients can obtain advice and
buy cur products. In our case, and
here we are different from many of
our competitors, Equitable Direct
is not a separate sales channel
operating in competition with

our established field force buta
complementary service for those of
our clients who find the telephone
more convenient.
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“Our overseas operations ~‘our
International Branch based in
Guernsey and our branches in
Germany and the Republic of
Ireland - are continuing to grow,
and further initiatives will be
made where the conditions are
right. I would ST.I’E;SS that all these
developments are subject to close
scrutiny and tight control, including

in respect of costs.

Qur very advanced systems,
developed largely ‘in house’, are

a major asset. These systems are
designed to support all aspects of
our business and give us a distinct
competitive edge in terms of both
the quality and cost of our products.
In addition, through our wholly-
owned subsidiary, Equitable Services
& Consultancy Limited (ESC), we
are now providing consultancy
services and making our systems
and administrative resources
available to carefully selected

third parties.

A major contract was signed in
1995 with Marks & Spencer Life

~—m——dgsurance and in 1996 Mercury
- Asset Management entered into

an agreement for ESC to provide
systerns and administration services
for Mercury’s group pension
operations. Qur profits from

- these activities are of direct

benefit to our policyholders.




President’s statement to members

The Society purchased a controlling
interest in the Permanent Insurance
Company (PIC) in 1995 and our
field force began the sale of
permanent health contracts offered
by that company. Sales of these
contracts are progressing well and
will enable us further to develop
this type of business. We are
currently negotiating the purchase
of the remaining shares in PIC from
the other shareholder, Medical
Sickness Annuity and Life Assurance
Society Limited.™

It is possible that we will from

time to time make other acquisitions
to enable us to complement the
products and services we offer, but
our future growth will be principally
organic. We will focus primarily

on our core business in the UK.

but we will also pursue steady,
controlled development in selected

overseas markets,

Qur objective now is to maintain
our pre-eminent position in our
industry. Competition will intensify
but we have a strong franchise in

a growth sector of the economy.
We also have an outstanding
management and staff, to whom

I give warm thanks on behalf of the -
Board and the policyholders. With

all these benefits [ am confident that

we will continue to be successful and

that our mutuality will be of real

advantage to us all.

John Sclater
26 March 1997




Management

Report

This management report

comprises:

An appraisal of the
Society today

Features of 996

. proprietors) in the profits (or
L losses) of the Socnety

An appraisal of the Society today

We included in the Report &
Accounts 1995, an appraisal of

the Society, setting out its principles
of operation and how these are
applied for the benefit of members
and policyholders generally.

We are repeating the appraisal,
with updated information, to show
the Society’s continued success in

applying these principles.

The important conclusion must
be that mutuality, as The Equitable
defines it, works.

“The development

of theé principles
of operation

The Society was founded in 1762

as the first mutual life assurance

society in the world,

The use of the word ‘equitable’ in
the Society’s name indicated that it
would be operated on ‘equitable” or
“fair® principles.

‘Start up’ capital was raised from th'E"‘""“

initial pohcyholders and evcntually 7

Tt

repaid to them

The concept of membgrship was.”
introduced at the begiitning so that
members could share {as 'éﬂ'é'c

In 1765, the Societyri'ejecte-d‘an ;

- approach from a third party for the .

payment of commission for th
introduction of business and i
decided to carry on dealmg only .
directly with customers. Th_é:t

decision still standsrtodé.y.

" “Methods of distribution of profits by

way of honuses on contracts began
to be developed in the 1770s and
much effort was made to determine
a fair means of their distribution.
In particular, attention was paid to
the problems arismg if profits were
held back from one generation and
paid to a succeeding one. In 1793
the concept of ‘policyholder

expectations’ was introduced.

Statement of the
principles on
which the Society
operates today

The Society still essentially operates
according to principles consistent
with the intentions of its founding
members. In modern termos they are:

“To operate as 2
providing financial and
services directly to the p
at cost.

- To run a full distribution of pro

icy and to avoid the unfaimess
by the retention of profits 1
one generation of

for the benefit of
ermore, to aim at

Seny all classes




An appraisal of the Society today

Does the
concept work?

New premium income growth

£600m

These tables show how the Society = from thevexistence of the Society
has grown over the past 10 years today with lower operating costs
and has steadily driven down costs than in previous years.
of operation. In other words, there

are more policyholders benefiting

Business growth and eéxpenge control

TOTAL NET ASSETS EXPENSE

AND PREMIUM INCOME ' RATIO
£21bn 10%

The factors
contributing to
the cost-effective
internally |
financed growth
Low operating costs

The clear evidence collected from
the Department of Trade and
Industry returns by independent
commentators of the Society’s
relatively low operating costs is a
powerful influence.

- Renewal expense ratio 1995

The tables below show acquisition and

Policy performance

renewal expense ratios as published in

Planned Savings. ——mmez. The evidence of consistently

. good performance, in tables of

Acquisition expense ratio 1995 relative performance across the

. industry created by independent
Lowest — The Equitable Life | 6859?3

: Nearest competitor 24.72%

i =rage M1.14% .

o

COmmentators, encourages existing
policyholders io_ remain and place
further business with the Society and
also attracts new policyholders.

Lt e
U

Lowest — The Equitable Life 2.72%

i Nearest competitor 655%
' Average 16.66%

Sotrce: Pianned Savings, October 1996




Top ten appearances for Personal
Pension Plans 1974-1996

The Equitable Life
43

Nearest competitor
30

Source: Planned Savings surveys of regular contribution
with-profits personal pension plans published 1974
to 1996

Top three appearances for
10 year with-profits endowments
1974-1996

The Equitable Life
Nearest competitor
8

14\ )

Source: Money Management surveys of with-profits
endowments published 1974 20 1996

Money Management Personal

Pensions Survey

Five Star ‘Best Buy' for monthly premiums
(75% of The Equitable Life’s 5 and 10

year results were above average)

Source: Money Management, March 1997

Planned Savings Free-Standing AVC
Survey of Past Performance

The Equitable Life with-profits fund
Fyears Istout of 22 funds surveyed

Syears 3rd out of 23 funds surveyed

The Equitable Life unit-linked managed fund

3years 2nd out of 32 funds surveyed
Byears 2nd out of 35 funds surveyed

Source: Planned Savings, Movember |9%6

Please note: Past performance is no

guarantee of future performance.

The value of the units can fall as
well as rise.

Fair profits distribution Investment rfiix of
with-profits assets

The public demonstration of

3| December 1986

deliberately avoiding the building
up of excessive ‘free assets’
illustrates the Society’s ‘fair’ policy
on profits distribution in action.

That a full profits distribution policy
does not lead to restriction on
growth of business or delivery of
benefits to policyholders, is

demonstrated in this Report
and is a reflection of the overall .

management strategy of the Society. 31 December |.99 |

'Liabilities and free assets

da

31 December 1996
£6

£3

87 88 89 50 91 92 93 94 95 %
B Assets in excess of liabilities B Liabilities

Investment performance

A full distribution policy does not
lead to investment considerations

B uK. EQUITIES

different from those applying to life o
assurance companies generally. The -~ Il OVERSEAS EQUITIES
asset mix from time to time reflects’ I FU<ED INTEREST
relative price movements and - B FroPERTY
preferences on investment g;fo'u'nds MR omHeR
over the years rather than blind
adherence to any particular
‘culture’. Over many years there
have not been any particular
technical restrictions placed on

the investment team.

9




An appraisal of the Society today

Rates of return on total policyholders’ funds "~ arerecouped over the lifetime of the

Rate of return % per annum policy. That requires a loan from the
30% - main fund to cover acquisition costs

which the Society identifies and

manages explicitly as repayments are

made. The following table shows the

additional Ican required in 1996 to

finance pew busmess.

Investments in U.K. New Business

New UK. annual premium

business in 1996 £401.1m
New business loan

Qutstanding amount invested

in acquiring new LUK

annual premium business

to end 1995 £365.7m

Additional net loan to finance

B Average rate of return of |5 major o B Rate of retum achieved by ]
with-profits life offices - “The Equitable Life , 1996 new UK annual

Rates of return are cilculated from data in DTl returns and therefore relate to the total
business covered by the returns. YWhere business is transacted through suhsqdnaﬂes. the
calculations are based on the returns for che rmain office only .

. Total . f405.8m

premiumn business . . £40.1m

it 'Id;ve rates of return
to'31 December 1995
5years 10 years

Capital and expenses The outstanding 1 loan is ‘rolled up’®
management_ e with an allowance for i mterest. The
o - g o total UK. with-profits reserves as at
- .The useful dlsaplme of needing to - 31 December 1996 were £13,528m.
'ra.lse development capn‘al mtcr.na.ll;n_ The outstanding loan whiéli is

ociety 88.6% 217.2%

82 4% 2034%

Clerical Medical

Fnends Provident Legal & General
NPi Norwich Union

Provident Mutual Prudential
Scottish Amicable Scottish Equitable

Scottish Life Scottish Provident

¢ Scottish Widows Standard Life

- ¢ Sun Alliance

accountcd for in the Iianagement.
- accounts and as each tranche of thc )

¢ Financial year end 31 December (except Standard
Life [5 November)




systemn has come on line, the
managers concerned are required
to produce sufficient gains in
productivity to repay the respective
‘investment’ over an agreed period

of time.
Lmproved productivity

The Society operates a notional
‘Management Company’ whose
income each year is the aggregate
explicit amount built into
premiums for administration (less
the rebate given at the end of each
year to the larger pension cases)
and whose outgoings are the actual
cost of operation plus a repayment
of an agreed tranche of the system
development cost with interest.
Because the Management Company
has been used over the past four
years to operate a Profit-Related
Bonus Scheme for staff, these
accounts are objective and are
audited. The profits made on

the renewal charges (that is the
amount by which the allowances
were undershot) are shown in the
table below. '

The implementation of the new
systems has led to further '

producnwty gains for the benefit of -
pohcyholders All pensmn plans for } )

.\mdlvlduals share the same Slmple
standard chargmg structure .

.:‘-dregj.ardlesspf size, Since _1994 a

Improved productmty _ the benefits to pollcyholders .

rebate of charges has been made
at the end of the calendar year
for such policies where the
aggregate contribution paid by
the policyholder over the year
was over £5,000.

Similarly, since 1994 a rebate of -
charges has been made for larger
group pension schemes, the level of
rebate being based on the average
annual level of contribution.

In 1995 the fund charge on the
internal linked funds was reduced
to % (from %Y%p.a. for pension

- funds and "4s%p.a. for life fuhds).

The table below summarises these
benefits and compares them to the
total operating costs of the Society.

- Low policy charges

The Society is living within the
publicly disclosed standard charges

in the premium rates, making

profits on them and passing these
.back to the policyholder. Despite

this, the Society’s standard charges,
before the rebates to policyholders;a--
are thcmselves very competitive.

Good '.e{rid'ence of this is found in
projections in financial journals .
‘based on standard ass*umpliohs on

- future investment performance but
‘ also based on the companies’ own

Beneﬁt from

Profits on Rebates to Rebates to
renewal larger individual larger group  reduction in . op:
charges  pension plans pension schemes  fund charge - 0s]
£155m - - - £1243m
£1.63m - - - £1210m!
 £249m £109m - —  £1130m!
£243m £124m £4.5m £28m  £1144m
£3.68m £159m £4.5m £36m  £122 9m

charges. Inthany cases the Society’s
charges are the lowest available,
and our products are well placed

in these surveys.

For example, in the October
1996 Monegy Management survey
of 10 yeax;mdthﬁl;roﬁts regular
premium personal pension plans
The Equitable had the lowest
charges, and hence the hlghest

pro_]ected fund.
Prwqjeg:te.d funds
HIGHEST
35548  AVERAGE
. £33308  LOWEST
£30,621

THE EQUITABLE LIFE

Source: Money Management survey of 10 year
with-profits regular premium personal pension plans,
October 1996 (based on premiums of £200 per month)

Summary

The statistics in this Report
indicate the benefits which the

Society is bringing to policholders =~

of operating on a basis where it is
only their interests which are
relevant. Because the Societyisa
selffinancing mutual organisation
it can concentrate solely on *
policyholders and pass all of

the profits of the operation back
to them. The effects of the self

7 discipline imposed by the need

to raise capital internally are
amply demonsmited.

 Clearly mutuality, asTheEquxtabIe . o

defines it, works




Features of 1996

There were a number of
outstanding achievements for the
Society in 1996.

Amongst these were:

New business at record levels, including
the Society’s new UK. regular premiums
setting a record for the UK. life
assurance and pensions industry as

a whole.

A further reduction in the expense ratio
to 4.3% for 1996 from the already low
figure of 4.8% for [995 — which in itself
was the lowest in the industry and less

than half the industry average, This was -

the eighth consecutive year that the
Saciety’s expense ratio had fallen.

Total premium income for 1996
armourted to £2.8 billion, almost 20%
up on 1995,

Market value of the Society's assets
increased to £19.3 billion at
31 December 1996,

The international rating agency, Standard
and Poar’s, confirmed again the AA
(Excellent} rating which they first
awarded us in 1993.

The remainder of this section gives
more detail of these and other
aspects on which we normally report
to policyholders. Some of the
“financial highlights for 1996 are

set out on page 19, together with
details of how they compare with

previous years.

Each section is prefaced by a short
statement of what we are aiming to

achieve for our policyholders.

New Business
and Sales

Aim: to meet the needs of an

increasing number of clients, with -

the Society’s flexible and good
value contracts.

Alarge degree of confidence
returned to the market in 1996 with
most economic indicators showing
positive gains. As a result, the
Society’s new business was extremely

buoyant throughout the year.

Sales of new annual premium plans
increased markedly from £326m in
1995 to £415m in 1996. So far as we
are aware, no other life company in
the U.K. had annual premium sales
in excess of £300m, let alone £400m.
Single premium business improved
compared with the previous year
with sales of £1,580m, representing

a 28% increase.

Personal pensions contributed
greatly to the overall success of 1996
with increases of 25% for annual
premiums and 30% for single
premijums. Such gains were as much
due to existing clients deciding to
invest more, as to new clients
coming to the Society.

. Spurring greater investment

has been the increased price
transparency introduced under the
Personal Investment Authority’s
disclosure regime. Value for money
is one of the Society’s key strengths
and can now be more readily

recognised by clients.

Price conipetitiveness is, however,
not the only factor to influence
buyers. Service, equally, is 2 high
priority particularly among
corporate clients who require us to
deal efficiently with large workforces
on their behaI_f. In that context, it
is pleasing to report that more than
200 new Additional Voluntary
Contribution Schemes started in
1996, together with many Grouped
Personal Pension and Group Money
Purchase arrangements.

A firm stock market and stable
inflation helped stimulate
investment sales during the year.
The Maximum Investment Plan,
for example, has proved popular
with many clients who have been
attracted by the tax-efficiency it
offers higher rate taxpayers.

For those retiring, an environment
of low interest rates can be a mixed
blessing. Although prices are
maintained, annuity rates can be
low thereby affecting income. The
Society’s range of annuities and
retirement income plans has

~—wnuzprovided the ability for clients to

overcome some of these problems.
Sales in this area were excellent,
with the Managed Pension alone
bringing in more than £400m.



Permanent health insurance

sales made steady progress, in the
Society’s first full year of sales since
its acquisition of a controlling
interest in Permanent Insurance
Company. Legislation changes
during 1996, allowing most claims
to be tax free, helped stimulate

the market.

The diversity of all these products
reflects the character of the Society’s
chosen market; a market which
ranges from those starting careers to
those running successful companies.
Their individual needs can be
complicated but the provision of
simple and efficient solutions has
become The Equitable’s hallmark.

Although a number of factors have
led to the Society’s ability to deal

_ with this situation more effectively
than its competitors, two stand
out. The first is the creation of

2 product range which, better

than most, matches the needs of
that market. The second is the
development of a salesforce of
unparalleled quality. Through
careful recruitment and rigorous
training, the Society’s representatives
are equipped with the skills and

. products which make a significant

market impact.

Evidence of that impact is
manifested in the £5m of new
premium income generated, on
average, by each representative,
What is more, the Society’s
specialists within the salesforce who
deal with the more complicated
cases were involved in approximately
25% of new business production.

Qur Birmingham ofﬁc pmof the Soci's extensive branch network
Internationally, the Society
continues to make good progress.
Our International Branch based in
Guernsey, which deals mainly with
U.K. expatriates, has seen new this view.
business rise substantially and is

beginning to gain experience in

the Middle East.

In the Republic of Ireland, new
annual premium income increased
by 20% and new single premiums by
approximately 6%. Although price
transparency is not mandatory in
the Republic, the Society was
successful in bringing this issue and
its competitiveness to that market’s '

' attention during the latter part

of 1996.

Since the adoption of the Third
Life Directive, U.K.-style plans have
proved popular in Germany and
sales during 1996 confirmed




Features of 1996

Inve stment In absolute terms, returns in a
number of asset categories over
1996 were once again somewhat
better than had been anticipated at
the start of the year, though it must
also be noted that some (such as

from Japanese equities) were rather

Aim: to provide good returns for
our policyholders by prudent
investment of their funds.

By implication, with-profits )
. o worse. Inflationary pressures have
policyholders have indicated a B .
. ' continued to be conspicuously
desire for some guarantees and . .
. L e absent in the world’s major
for some protection to their policy . 4 - for th
... . economies and growth is, for the
values from the short-term volatility- gr '
. most part, restrained. There were,
of investment markets. The h it i the UK.
. . owever, increasing signs in the U.
investment risk is controlied by : g s ]
- of an acceleration in the economic

growth rate as the year progressed,
with a pick-up in the housing market
and in retail sales. Nevertheless,
only a small upward adjustment in

holding a range of assets in several =
different categories and the
guarantees are provided with the
help of a suitable proportion being-

held in U.K. government securities.
' interest rates had been made by

-the year end after the occasional
reductions of the first few months.

The assessment of future risk is, -
however, difficult and it isnot
possible to define precisely in -

advance what level of overall risk is
Against this background,

implied by a particular investmént 5 o
‘ i e o government bond yields in the U.S.

be considered

strategy. Nor caii is

solely in absolute tetyis, since we are
‘in competition'?{:\;ith other providers

and Europe rose modestly in the
Spring but then fell back to {or
below) carlier levels. Despite the

and the ‘success’ of the Society’s
investment returns will be largely
measured by the results delivered to
policyholders compared with those
provided by our competitors.
' .l_Never.theless, techniques are &
'Eavéjlable which enable a reasonable < 13
assessmient to be made both of
bsqute a.nd réiiﬁve risk, and these Y
arc utilised in the management of * °
the Soc1ety’s ﬁ'q_rtfg‘lio in pursuitof |

L

ts investinent objectives,

These objectives relate to a number-

et wtich s ehas -
iéssential i meeting the principal *
aun iridlcated ﬁlﬁé'ﬁé’, and include
: ;feferéﬁ;ié to tiskfree rates of return -
and airoid_ing excessive volatility,

: as well asbemg éémpeﬁt_iﬁe and - -
_imeeﬁﬂg"réguh@rﬁffeqmre_mems‘ ol

U.K.’s different econiomic
circurnstances, the‘ gilt market’s
performance was broadly similar
and some new money was invested
by the Society in this area when
yields were at the upper end of the
range. A much larger proportion of
new money,-ilowever, was committed
to U.K. equities, many of which
continued to trade at reasonable
valuations at various times of the
year. The FTSE Actuaries All-Share
Index rose by 11.7% over 1996 as a
whole which, with dividend income,
implied a total return {on a gross
basis) of around 16.7%. The return
from the property sector was again
quite low, though some rental
growth was evident in certain parts
of the market towards the year end,
which might presage a better
experience in 1997.

The net result arising from the
overall mix of assets and the
investment activity during the year
was a return of 10.7% for the with-

The site of the Sodiety’s .
former head office at ..
4 Coleman Streetin the =




profits fund, which compares with
16.6% for 1995, -4.2% for 1994 and
28.8% for 1993. Thus, the average
annual return over the past four
years has been 13%, around 1% p.a.
higher than would have been
obtained on 15-year gilts (a proxy for
risk-free, longer-term investments),
whilst inflation has been much
lower over the period, averaging
2.6% pa.

There is also considerable interest
at present in another aspect of the
investment scene, namely Corporate
Governance, It is therefore worth
stating that the Society takes
seriously its responsibilities as a
shareholder, both in exercising its
voting rights and in its dialogue with
directors and/or executives of
companies in which it invests. As
shareholders (typically of the long-
term variety) we are obviously keen
to see growth in the value of a
company’s equity (including
dividends). Any significant
diminution in underlying value

over time is a cause for concern,
which can be addressed either by
encouraging the relevant board to
take appropriate action or by selling

the shares. The latter is not always . .
_ have so far been a period of .

practicable or desirable, in which *

case the challenge is to determinea
suitable way forward which does not,
in the course of 1mp1ementatton, e

further erode the value of .t‘t__re
company. The Society is also
prepared to make public its stance ;

on general issues of principle which -

relate to transfers of value from

the body of existing sharehplders
to third parties and which have -
not been put to shareholders_ -
for approval. - 3

unusually volatlle investment .
: . condmons Beneath that volatxlrty W Lookmg ahead and bea.nng in find

N r.here appears to be a gromng

- was normal in the two precedmg
: decades As that a.cceprance
- develops, expectanons w111, ad_]ust o

Bonus
Declaration

Aim: to provide to each
generation of policyholders full
and fair returns on their
investments with the Society.

In setting declared bonus rates, the
Society has, for many years, followed
the trend in redemption yields on
giltedged securities. The trend in
interest rates since the mid-1980s
has been generally downwards and
the Society, in common with other
-offices, has reduced its declared
rates to bring them into line with

current conditions.

Unlike many other offices, however,
the Society took steps to reduce
declared rates at a relatively early
stage. Since 1993 fixed-interest rates
have remained broadly at the same
level and the Society has been able
to hold declared rates at the level
established for 1993. That has been
the case again for 1996 so declared

bonus rates have now remained

" A general trehid towards lower

average returns, affecting all types
of savings, can now be seen,
although overlaid with the effects
of short-term changes in investor
sentiment, particularly in the case
of equity 1nvestments That trend
has led to a. general reduction in
the Ievel of pay-outs under life office
contracts of various types in recent
years, except for the longest

policy durations.

During 1996 much publicity was
given to stock markets attaining ‘all
time highs’,with the implication of
exceptional investment returns.
Such publicity ignores the fact that,
if returns are positive, markets will,
on average, rise and new ‘highs’
will be regularly achieved. In fact,
investment returns in 1996,
although very satisfactory in the
context of inflation at around 3%
p-a., were by no means exceptional.
The Society earned 10.7% on its
with-profits assets at market value in
1996. That was close to the rate of
return of 10% p.a. applied to with-

profits recurrent single premium

unchanged for four successive years.___—pension contracts leaving the fund

Turning to totz.l retu.rns, the 1990s |

ceptance t.hat r.he U. K. is oo
a.nd will conunue

mﬂauon ata much lower level tha.n o

g the new iow mﬂauon enwronment. s

during the year and that rate has
been confirmed as the a]located rate
for 1996.

the trends descnbed above, the i

. . Directors considered it appropnate L
I " to set the future rate ‘of return to
0 expenence, a sustamed penod of ...

apply to claims i in 1997 at 9% p a. for_
recurrent smgle prermum pensmn

' contracts ‘with correspondmg rates
 for other classes IR A




Features of 1996

The Equitable Life  Building Society  Effective

rate of RPI
% pa. % pa. % p.a.
5 year bond 7.8 4.3 26
|0 year endowment assurance 9.6 54 36

Bond figures are for a single premium of £10,000. Endowment assurance figures are for a monthly premium .
of £50 for 2 mate age 30 next birthday at outset. Building Society figures are for a typical high income
aceount, net income reinvested. Past performance is no guarantee of future performance.

Comparable figures for pension contracts are as follows:

The Equitable Life
% pa. % pa.
5 years 8.5 48
10 years 10.6 7.3
15 years 139 8.7 '
20 years - 153 9%

Results are all for a monthly premium of £200, Building Society figures are for a typlml hlgh Income 2
gross income reinvested, Past performance is no guarantee of future performance. .

Source of Building Society and RPI figures: Hindsight

As noted above, the trends in
investment conditions which have

Customer Service

led to reductions i ts i
uchons in payouts m Aim: to provide a speedy,

recent years have affected other . .
efficient, convenient and

forms of savings as well as the s .
. courteous service to our clients.
contracts offered by life offices. It is
important not to lose sight of the
fact that the better life office with-

. . . Policies for individuals
profits contracts continue to provide

very attractive returns relative to
7 The Society provides after sales

other forms of savings and to retail . . .
service to clients across the entire

ice inflation.
price intlation range of U.K. business for
individuals, direct from the Client

The table above shows the yield
€ lablc above shows theyie Servicing Centre in Aylesbury.

achieved under the Society’s 5 year
with-profits bond and 10 year

) Client Servicing Centre staff are
endowment assurance policy

i in 1997 d equipped with advanced systems
turin

ma g compared to which enable them rapidly to

the same investment in a building

society account and the Retail

Prices Index (RPI).

respond to enquiries and to accept

one million policies now in force.
“Through the systerns, staff have

Recently, holders of with-profits . i . .
immediate access to information

policies will have received bonus
notices and statements, together
with an explanation of the Society’s
approach to the bonuses for 1996,

policies, as well as current and
previous correspondence.

16

Building Soctety Effective

L

instructions in respect of the nearly

about the Society’s clients and their

Making enquiries and servicing
requests by telephone is increasingly
becoming the preferred route for
many of the Society’s individual
clients. A dedicated Telephone Desk
{01296 385588) normally operates
to provide tlis service between
8.30a.m. and 6.30p.m. Monday to
Friday. At other times staff may be
available to deal with enquiries or

a facility is always available for
leaving messages. Staff are able to
provide immediate responses to
enquiries and to take most types

of policy instruction.

Written communications are
scanned on to the computer on
arrival and their images are directed
to multi-skilled servicing teams
which use the system to control and
support the delivery of customer
service. The aim is to deal with most
routine enquiries and transactions

within three working days.

A programme of continuous
improvement is in operation which
seeks to improve the quality of

" service and to achieve further

reductions in operating costs while
handling increasing volumes

of business.
Policies for group pension clients

During 1996 the levels of service
provided to the Society’s group
pension clients improved further
over the levels provided in previous .
years. Over 80% of all enquiries
were dealt with fully and accurately
on the day of receipt. Such service
is appreciated by our clients as was
demonstrated in the 1996 survey of
providers of Additional Voluntary
Contribution facilities carried out
by the respected firm of actuarial
consultants and advisers Watson



Wryatt. Watson Wyatt commented on
the results of an administration
service survey they had conducted:
‘The level of customer satisfaction
among the schemes using Equitable
Life is truly impressive — 92% say the
quality of service they receive is
“very good” or “excellent”’. The
Society led the results of this survey

by a considerable margin.

At the start of 1996 we reorganised
the way in which we provide local
SuUpport to our group pension
clients. A new department was
formed with staff throughout the
U.K. who are responsible for
maintaining contact with all our
group clients. Part of the function
of this department is to make
presentations to groups of potential
new members to the pension
schemes we administer. During
1996 over 20,000 individuals
attended such presentations
throughout the country.

Systems and
Consultancy

Aim: to provide advanced systems
which support our business

and which give the Society
competitive advantage, both in
standards of service and cost-
effectiveness, In addition, to
.produce additional earnings by
providing systems and consultancy
to other organisations.

Our advanced computer systems,
developed by our own staff,
continue to evolve and to support
all of the Society’s day-to-day
operations. The high level of skills
of our staff, supported by the
power and flexibility of these
systems, offers continuous

improvement in productivity and

operational effectdveness.

Standard and Poor’s 1996 appraisal
of the Society identified our ‘world
class systems’ as a major strength.
Others in the industry acknowledge
this and a number of companies
from around the world have sought
assistance from our wholly-owned
subsidiary, Equitable Services and
Consultancy Limited (ESC). ESC
makes available the Society’s
expertise in client and policy
administration and in life office and

cornputing consultancy, together

- with the sale or hire of our

computer systems. That is done

on a commercial basis and subject
always to protecting the Society’s
competitive edge. The profits from
these arrangements are used to
benefit the Society’s customers
through new initiatives such as the
new computer support for Equitable
Direct, enabling, at a client’s
discretion, any or all aspects of the
pre-sales process from literature
enquiry and policy illustration

to starting a new policy, to be

discussion with our fully qualified

staff. Consultancy and computer

services continue for ESC's first
major client, Marks & Spencer Life
Assurance Limited, and during 1996
the second major client, Mercury
Asset Management, reached an
agreement with ESC for provision
of administration services supported
by the use of our computer systems.

Staff

Aim: to have well-trained,
professional and adaptable staff
who can meet the evolving needs

of our clients and our business.

The-Scaciety’s productivity levels, in
the light of a 25% increase in new
business, are impressive. Although
new computer systems played their
part, the high levels of productivity
attained are also indicative of a
well motivated and committed
workforce. Productivity gains fully
merited a business performance
bonus, for the non-field staff, of
17.8313%, the highest level of bonus
achieved since the introduction of
the bonus scheme in 1987. (The
field staff are not in the bonus

for individual productivity.) -

Equitable Direct - a telephone
service through which our
clients can obtain advice and
buy our products.




Features of 1996

The number of U.K. permanent
staff fell for the fifth consecutive
year. At the end of 1996 there were
1,853 permanent staff, a reduction
of 20 during the course of the year.
While the number of non-field staff
remained more or less constant in
1996, the number of field staff
reduced slightly.

A standard salary increase of 4% was
awarded on 1 January 1996; there
had been no increase previously for
18 months. It wasdecided not to
increase pay on 1 January 1997 as
generally salary levels were found to
match the market and, given that, -
variable pay is the method of
remuneration preferred by the

Society’s management.

The remarkable success of the
Society can be achieved only with
a workforce which shares a clear
vision of the business and

works determinedly towards it,
which continually performs to
high standards, which works
cooperatively and creatively

and which is willing to undertake
radical change in a pro-active way
but without putting the essential

~ qualities of the Society at risk. It is

important that having identified
those skills, we seck them in our

new recruits, develop them in

our ekisting staff and retain the .

capabllmes which have been built .

o up. AJtlmugh in prev:ous years; as .
" aresult of the introduction of new C
© - systems, we have shed staff, the -

Society currently possesses a thhly

of the skills base of our staff and
the prevention of its erosion, for
example by staff turnover. 90%

of the Society’s head office
administrative staff now have five
or more years of service and the
average length of service is eight
years. 75% of those staff are aged
40 or under. Nevertheless, there
continues to be a flow of new talent
into the Society with 30 graduates
and 31 school and college leavers
having been recruited in the last five
years. The underlying annual staff
turnover (excluding maternity
leavers, most of whom return) is
4%. Voluntary turnover at middle
and senior management levels is
close to zero. The sales force staff
turnover is also very low compared
to the industry at around 10%.

The Society takes great care in
selecting existing staff for new jobs
and recruiting new staff from-
outside. We try to ensure, by
identifying the skills and abilities
required and by employing A
appropriate selection tools, that staff
have the ability or potential to meet

the high standards we seek and thalme

with training, they can achieve close
alignment with the Society’s aims
and values. :

capable and effective workforce -

Ca very valuable asset. As well as the

capacity of ou: administration

* systems to process higher volumes

of business, a ma_]or factor in the
Socu:ty s success is the development

/

Looking ahead

At a time of great change in the
financial services industry, the
Society’s inherent strengths enable

it to continue t¢ thrive.

The Soéigty’s commitment to
mutuality — and its insistence that
mutuality should work, and be seen
to work, for the benefit of its

customers — is as strong as ever.

Our compétitive advantages —
including low costs, good policy
returns, efficient and convenient
systems and a highly effective
staff — are becoming yet more

widely recognised.

The Society’s exceptional growth

- and success are sct to continue,

bringing benefits to existing and

future customers.

%\

Managing Director and Actuary

26 March 1997
_




Financial Highlights

10 year trends

1996 1995 1994 1993 992 . ‘
£m £m m £m £m

New business
New annual premiums

Single premiums

4149 3264 3085 3230

15902 12895 10352 10874

Income
Premium income

Investment income
(excluding realised gains)

28303 23618 2,0520 210081

973 8117 7407 668

Expenditure

Payments under policies

Expenses of managerment

Commission
Taxation

Expense ratio

7349 14284 1,1080
129 1144 1130 |
al i

462 280

Assets

Value of fotal net assets




The Society’s Offices

Registered Office

City Place House, 55 Basinghall Street, London EC2V 5DR

{0171) 606 6611

United Kingdom

Glasgow
Sutherland House,

Chief Administrative Office 149 5t Vincent Street,

Walton Street,
Aylesbury

Bucks HP21 7QW
(01296) 393100

Branch Offices

Birmingham
Nortk & Souih
The Crescent,
Solihuall Parkway
Birmingham
Business Park,
Birmingham
B37 7YE

{0121) 693 8000

Brighton

21-33 Dyke Road,
Brighton

East Sussex BN1 3FE
(01278) 324501

Bristol

143 Redcliff Street,
Bristol BS1 6NP
{0117) 929 0515

Cambridge

2 Mount Pleasant,
Gambridge CB3 0BL
{01223) 352703

Chebmsford
Chancellors Place,
64 Broomfield Road,
Chelmsford

Essex CM1 1SW
(01245) 859444

Edinburgh
1 St Andrew Square,
Edinburgh EH2 2BD
(0131) 556 9711

Epsom

32 West Hill,
Epsom

Surrey KT19 8]D
(01372) 724661

Exeter
Pembroke House,

Southernhay Gardens,

Exeter EX1 1UN
_(01392) 432135

Glasgow G2 BNW
(0141) 248 6996

Guildford

1 Milkhouse Gate,
Guildford

Surrey GU1 3EZ
(01483) 506755
Leeds

‘Westgate Point,
30 Westgate,
Leeds LS1 2Q7
{0113) 245 8458

Liverpool
Silkhouse Court,
Tithebarn Street,
Liverpool L2 2LZ
{0151) 236 1825

London

Ceniral

Crown House,

51 Aldwych, A
London WC2B 4AX
{0171) 379 3000

London

City East & West
10ih Floor,

1 Minster Court,
Mincing Lane,
London EC3R 7AA
(0171) 661 3800

London

West & Westminster
Ryder Court,

14 Ryder Street,
London SWIY6QA
(0171) 667 5500

Muaidstone
Gail House,

5 Lower Stone Strcct,' -

Maidstone - .
Rent ME15 6NB
(01622) 761547

Manchester

North & South

55 Spring Gardens,
Manchester M2 2BT
(0161) 284 2000

Milton Keynes
Equitable Life House,
249 Silbury Boulevard,
Milton Keynes

MK9 INA

(61908) 236236

Neweastle

75-85 Grey Street,
Newcastle-upon-Tyne,
NE1 6EF

(0191) 2382 7227

Northern Freland
1725 College
Square East,
Belfast BT1 6DE
{01232) 243401

Nottingham

Marina Road,
Castlebridge

Office Village,
Nottingham NG7 1TN
{0115) 950 0422

St Albans

103 St Peter’s Street,
St Albans AL1 3EN
{01727) 831131

Sheffield

Orchard Lane Wing,
The Fountain Precinct,
Balm Green,

Shefficld St 2JA
(0114) 275 0051

South Wales
Hastings House,

 Fitzalan Court,

Fitzalan Road,
Cardiff CF2 1BL
(01222) 464242

Southampton
Jellicoe House,
Botleigh Grange, -

' GrangeRoad, ": : | . S
‘HedgeEnd, " - -

Southampton
Hants 503 4YG
(01489) 799111

Windser

East & West
Chariott House,

6 Victoria Street,
Windsor ’
Berks SL4 1XY -
(01753) 741762
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International

Administrative Office
Equitable Life House,

249 Silbury Boulevard, -

Milten Keynes
MK9 INA
{01908) 236666

International Branch
Albert House,
South Esplanade,
St Peter Port,

Guernsey s

{01481) 716021

Republic of Ireland

Chief Office
Alexandra House,
Earlsfort Centre,
Earlsfort Terrace,
Dublin 2

(01) 6763003

Branch Offices

Cort:

70 South Mall,
Cork

(021) 272332

Dublin
Alexandra House,
Earlsfort Centre,

 Earlsfort Terrace,

Dublin2
(01) 6763008

Galway

Odeon House,
Eyre Square,
Galway

{091) 565755

Germany

Chief Office

- Oberlander Ufer

180-182,

50968 Kdln
{Marienburg)
(0221) 93 73 3-0

Branch Offices

Berlin

Spreeufer b,

10178 Berlin (Mitte)
(030) 24 75 840

Hamburg

Trittauer Amtsweg 19-23,
22179 Hamburg

(040} 64 21 51-0

Koin
Oberlander Ufer
180-182,

50968 Koln.
{Marienburg)
(0221) 93 73 3.0

Miinchen
Kolpingring 16,
82041 Miinchen-
Oberhaching
(089) 61 38 730
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