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Notice is hereby given that the 225th Annual General
Meeting of The Equitable Lile Assurance Society will be
held at the registered office of the Society, 4 Coleman Street,
in the City of London, on Wednesday, 20 May 1987 a¢
10.00 am, when the business of the mecting will beas
follows:

I To receive and consider the report of the Directurs and
the statement of accounts for the year endes!
31 December 1986, together with the report of the
Auditors thereon

2 To elect Directors in place of those retiring
3 To reappoint the Auditors
By order of the Board

E B O Sherlock
General Manager and Actuary

! April 1987

Only members are entitled to atiend the meeting. Members
may vote only in accordance with the Society’s Articles
of Association,
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Highlights of the year
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Growth over ten years
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President’s Statement

In his last statement as our President, David Murison claimed
no credit for the startling geowth of the Society during his
twenty-cight years on the Board. That comment was too
modest. His.close interest in all aspects of the Society,
combined with his wisdom and experience, ensured that he was
apowerful influence behind the Society’s s

significant and economical growth over
that period. To cap his Presidency, new
records were set yet again in 1986 and
plans were laid for future growth, not
leastby the acquisition ofa site adjoining
our existing offices in Aylesbury, Present
and future members of the Society have
good reason to be grateful for his service
and foresight.

In my first statement as President, I feel
I'should report the outcome of a review
of our current and future activities by the
Board and senior management, a review
which started during my predecessor’s
Presidency. The Socicty had previously
indicaled its intention to increase its
involvement in the unit trust and unit-
linked business by its launch of new
trusts in December 1984, This plan was

carried further «vith the successful PROFESSOR ROTAND SMITH, PRESIDENT

launch of an International Growth Trust

in June 1986. A further development was the launch of'a
Personal Equity Plan in January of this year. The review, carried
out with the assistance of consultants, included consideration
ol a wide range of possibilitics for extending the services
available to our clients, It was concluded that, while we should
continue Lo conrentrate primarily on those areas where our
reputation and success lic, a numberof other arens may present
apportunities in the future and should he kept regularly
under review,

As a guiding statement ol intent, the Board agreed that it
should be our aim; ‘te achicve controlled growth in the
Society’s business, being the provision of life assurance,
retirement benefits and complementary investment facilitics,
by offering, without payment of commission, an appropriate
range of products and services of consistently good quality”,

For the immediate future, asin the past, much emphasis will
continue to be in the pensions field. We are currently
developing a managed fund facility primarily for smaller
companics and plans for offering personal pensions in 1988 are
developing as regulations under the Social Security Act 1986
are published, We will maintain a comprehensive range ol long-
term savings and protection policies and o unit trust products
and will continue to develop our fnancinl planning
organisation which has been outstandingly successful in
meeting the complex needs of sophisticated clents. A
particula-ly well received scheme has bheen the plan designed 1o
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help spread and finance the cost of school fees. Finally we
have reviewed the facilities we ofler to existing and potential
clients overseas and have concluded that we should aim to offer
facilities more specifically directed to their circumstances
and needs.,

We believe that the growth achieved in the
past will ensure that the Society isa
significant force in the investment world
and s -e plan to continue to grow at a pace
which we feel is demanding but can be
achieved economically. During 1986 the
Board agreed an objective of achieving new
premium income of £300m in the year 1991
compared with £137m in 1985, the year from
which the plan was developed. In approving
this plan, the Board is conscious that the
Financial Services Act 1986 may well havea
material effect on the life assurance market
as a whole. Examination 1o date indicates
that it will have no significant effect on the
Socicty, although there will he many
consequences of detail. The reason for this
favourable position is not hard to find: to
quotc the words of Professor Gower, whose
report led to the legistation, it is intended
‘to prevent people being made fools of, The
Society is apposed to any practice which
could be deseribed in these terms and when a mistake is made
—whether in seliing practice or administration as inevitably
happens from time to time — aims to put things right quickly,
Given our reputation in the industry for particularly high
standards, il is not surprising that the Society’s General
Manager was clected Chairman of LAUTRO, an embryo seif-
regulating organisation which, if formally recognised under the
terms of the Act, will be responsible for the supervision of the
marketing activities of life assurance companies, friendly
socicties and unit trusis,

I'should draw your attention to the fact that some of the
information previously given in the President’s statement has
been transferred to the Directars’ report, but I should add
comment on some matters, For the first time since 1982, new
business was transacted in 1986 without some major taxation
influence, rumoured or real, Comparisons with recent years
are, therefore, ol questionable significance but two features are
important, Firstly, without the distraction ol outside influcnees
our branches were able to transact high volumes of business
steadily throughout the year enabling us to provide better
service than in years when there have been frantic peaks of
activity. That service was further enhanced by the completion
of a major project o provide a sophisticated computer system
at cach of our branches, Secondly, we have increased very
considerably the amount of single premium business
transacted. Such business may well be volatile, but the
Socicty’sinvolvement in the Past was too low and I fully expect
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higher levels to be maintained from now onwards. To give just
one example, we tripled the amount of business following a
revision of our Transfer Plan available to those leaving a
pension scheme,

It is particularly pleasing that our new business results should
have been so good in the last year with the Society of Mr Ken
Wills, who retired at the end of 1986. His devotion Lo its ideals
combined with capacity for hard work, his expericnce
combined with ability to identify what would work well for the
Socicty and, above all, his very high standards, have their
recognition in the reputation the Society holds in the insurance
marketing world. Tio other senior managers retired in 1986;
Mr Myles MacCormack, who worked closely with Mr Wills,
and Mr Alan Smith, the Society’s Aceountant for no less than
25 years, They too gave sterling service and we wish them all
well in retirement.

“T'he first annual declaration of bonus took place as at 31
December 1986, Members entitled to parlicipate in the
declaration should have received notices and explanatory
information in February. The Directors’ report contains a
summary ol the formal valuation results and actual bonus rates
are shown on pages 16 and 17. The change to annual
declarations gave rise Lo a need for certain amendments Lo the
procedures relating Lo bonuses and the opportunity has been
taken to improve and simplify theirapplication to the pensions
business which now forms such a large part of our activity. Itis
hoped to complete the changes by the end of 1987,

It cannot be stressed (oo often that members participate ina
fund of investments heing managed on their behalf and that
this fund provides the capital base for running the business.
‘The members arc the proprietors, and their interest is
expressed in the form of bonus additions. Those added in
declared form, now annually, become fixed labilities which
must be paid when the policy is due for payment whatever the
levels of financial markets at the time —and that is the essential
feature of with-profits business. The final bonus added when
the claim is paid ensures that the member gets a fair return
overall covering the period of membership of the fund but, of
course, the member has uncertainty aboul the amount which
will be paid until the last moment. I'wo things are required in
the implementation of a bonus strategy. Firstly, as much as is
prudent should take the form of periodically declared —and
therefore guaranteed —honuses. This requires that the holdings
of assete which are guamntecd. sucl as Government Stocks,
bear a peoper relationship to the value of the guaranteed
liabilities to be met in the future, Secondly, we continue 1o learn
from the early history of the Society when members felt that
reserves were heing built heyond what was needed and would
benefit newcomers who had neither contributed 1o them nor
taken the ‘proprictors’ risk. Members have a right to expect
prudent management, hut not if the creation of ‘strength’
means tucking away reserves for no identifiable purpose. I can
assure you that the Board, advised by the Joint Actuary, will
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continue to cnsure that honuses allocated from time to time are
fair, remembering that the fundamental principle of with-
profits business is the pooling of risks of all types including to
some degree the ups and downs of stock markets.

These ups and downs were well illustrated by the volatility in
the investment seene in 1986 —in currencics, oil prices, interest
rates and equity markets — brought about largely by the
increasing internationalisation of markets, with tremendous
financial imbalances between different economics in the world
and a large volume of money seeking a home, often of a short-
term nature. Again, while inflation was low compared with
carlier years, rcal interest rates were historically high. Tn
addition to taking account of these features, our investment
team had to form it» own views about the potential rates of
relurn from different investments and have regard to the nature
and structure of the Socicty’s liabilities. The Directors’

report gives more detailed information about the outcome of
these careful deliberations.

The past year was notable in the City of London not only for
Big Bang, but also for the number and size of takeover bids,
both attempted and completed, When considering abid where
the Socicty holds shares in one or more of the companics
involved, we take seriously our responsibilities as a
sharcholder; in particular we recognise that those
responsibilities are seldom discharged wisely by ignoring the
interests of customers and stafl of the companies concerned.
Amongst the many factors which have tobe taken into account
in reaching a decision, some of which may be in conflict with
others, are the record of the defending company’s management
and its stated intentions for the future, Consideration has to be
given, in the contextof the particular business environment, to
the advantages, il any, ol becoming part of a larger group with
the same or different management, While itisin nobedy’s long-
termy interest to perpetuate poor corporate performance, we are
by no means convineed that every merger or acquisition will
prove to be successful; indeed history shows both successes
and failures.

I feel honoured (o have been clected President of the Society,
the oldest mutual life assurance company in the world, andam
conscious ol my responsibilities. Your Board is well balanced
and attentive to the needs of the Society as a whole, individual
policyholders and the staff who serve them. We, asa Board, arc
conscious of the devotion and hard work of the management
and staffand on your behallf 1 would like to express our thanks

to them,
\ !
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Aspects of the Accounts

1

The charts on this page show some of the important aspecis
contained in the Aecouwnts.

Singie premiwms £103,7m
Renewable
premiums £204.5m
1
+ o,
Investimeny - e
income £169.4m < :
u o 4 .,i
Change in value : @m T ,
il S i o r——— 1Y
of linked assels £16.6m; A1
gl
Capilal appreciation
treated as surplus £115.0m
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Payments under
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Expenses ofmanagement

Taxation

Bakince added
to the fund
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Directors’ Report for 1966

PRIMNCIPAL ACTIVITY

The Society's principal activity is the transaction of life
assurance, annuity and pension business in the form of
guaranteed, participating and unit-linked contracts.

MEW BUSINESS

‘Total new premium income was £204m (1985~£137m). Single
premium income tends to fluctuate from year to year, but
the increase to nearly £104m (7985-£52m) reflects the greater
emphasis applied to this type of business during the year.

"The following table which has been extracted from the new
business records gives an analysis of new renewable
premium income for the past two years, showing that steady
progress was made in each of the principal classes

of business.

! Class of business New renewable premium income

1986 1985 Changein 1986
£m Lm %
Ordinarylife and
endowmest policics 5.9 4.3 +37
Retirement annuities
{self-employed) 494 147 +11
individual pensions
{dircctors and executives) 23.5 8.5 +26
Group pensions 16.7 4.7 +14
Misecllaneous 5.2 2.7 +93
"Fotal 1007 &850 +18
FINAMNCIAL RESULTS

Income —The growth in premium income reflects partly the
sharp inerease in single premium and partly the steady and
persistent growth in renewable premium income, The
increase in investment income is distorted by an accounting
change which was recorded in the Report and Accounts for
1985 and which affected ordinary share income recorded for
that year. Without this accounting change, the figure for
ordinary share income for 1985 would have been £33.7m.

Expenditure — The large increase in payments under
policies is due partly to the increasing numbers of policies
hecoming due for payment as a result of business growth in
the past, partly to a change agreed with the Trustees of the
Universities Superannuation Scheme for the payment of
benefits to that Scheme and partly to the increases in
terminal honus which came into force at the beginning of
1986. Annvity payments also increased sharply as more
pensions beeame payable.

The ratio of expenses of management to total premium
income declined from @ % to 8.4% primarily because of the
increase in single premiums, The underlyiig trend of
expenses remains satisfactory,

O s T —

Fund —The surplus of income over expenditure represents
the new money available for investment. The following
table shows how it was allocated amongst the main types
of assets:

Typeofasset %
Index linked gilts 10
Conventional gilts al
Other fised interest 1
UK. Ordinary shares 25
Overseasshares 12
Property 9
Cash 2

The distribution ofthe total assets held at the end of the year
is shown in chart form on page 6.

Transfer of the amount shown in the Revenue Account
under the heading ‘Appreciation in value of investments
treated as surplus’ was made from the capital appreciation
in the value of the assets. The corresponding figure for 1985
represented the corresponding transfer for the previous
three years. The balance of the capital appreciation is
represented by the Investment Reserve which was slightly
higher as a proportion of the fund than a year earlier.

BONUS DECLARATION

In accordance with the Society’s Articles and Insurance
Company Legislation, the Socizty’s Joint Actuary {who is
also the Society's Appointed Actuary) earried out a
valuation of the assets and liabilities of the Society as at 31
December 1986. In the light of his report the Directors
decided that after transferring the amount of £32m of
capital appreciation from reserves to cover the amount of
terminal bonus paid during 1986, a further £83m of capital
appreciation should be transferred from reserves and added
to the surplus revealed by the valuation, giving a total
surplus of £121m, Of that sum, £117m was distributed to
policics as declared bonuses. Following on the
announcement of a year ago, this was the first annual
declaration of bonus.

Notices of bonus additions h. ¢ been sent to individual
holders of policies entitled to participate in the bonus
distribution. The Directors also decided on a number of
changes to the Socicty’s bonus system. A letter explaining
the changes was issued to policyholders with the bonus
notices,.\ summary of the changes and details of the bonus
rat *s declared are given in the Statement of Bonuses
contained within this Report and Accounts.

0]
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REPORT ON PRIMNCIPAL SUBSIDIARIES

University Life Assurance Society: The Equitable owns
all the shares of this company, which ceased transacting new
husiness ~omc years ago, The Equitabie is entitled to 10% of
the surplus distributed; the next valuation for the purpose
of esiablishing the amount of distributable surplus is due at
the end of 1987, In addition, a fee is paid to The Equitable
for the services provided by it to University Life Assurance
Society which has no staff of its own.

Equitable Units Administration Limited: In the eighteen
years since its original trust (then called Pelican) was
formed, administrative serviees have been supplied by
specialists, most recently by Manchester Unit Trust
Administ-ation. for whose assistance the Socicty has been
most grateful. Following 1he introduction of new trusts at
the end of 1984, it was felt 1o be desirable and economic for
the company Lo take direct responsibility for administration
and the transfer to the Society’s offices in Aylesbury was
completed shortly afier the end of 1986.

The faunch of the International Growth Trust in June 1986
attracted sales of £10.31 in the initial offer period. Total
sales of units of Equitable Units Administration’s cight
trusis, including those bought by the Society to back
unit-linked policies, amounted to £36.1m during the year
and the value of funds under management at the end of the
year was £125.9m.

Equitable Investment Managers Limited: This company
was formed during 1986 to manage Personal Equity Plans.
‘The first such plan was introducc 1 on 2 January 1987 and
information was sent to all policyholders of the Society, A
total (allowing for annualisation of monthly payments) of
£1.5m was subscribed in the period up to 31 January 1987,

DIRECTORS

The Directors of the Society throughout the year were

as recorded on page | except that Mr D I, Murison and
Sir Ashley Ponsonby were Directors until their retirement
at the Annual General Meeting on 21 May 1986 and

Mr K B Wills was a Dircctor until his retirement on

31 December 1986.

The three Directors retiring at the Annual General Meeting
in accordance with Regulation 34 of the Articles of
Association are Mr Peter Martin, Professor Roland Smith
and Mr A G Tritton who all being eligible offer themselves
for re-election.

Mr Martin, a solicitor and partner with Frere Cholmeley,
was appointed a Director of the Society in 1984,

Professor Smith was appointed a Director in 1976, became a
Vice President in 1985 and President in 1985, He is
Chairman of Hepworth Ceramic Holdings plcand a
Director of British Aerospace ple.

Mr Tritton, a Vice President since 1983, having been
appointed a Director in 1976, is a Director of Barclays
Bank ple.

STAFF

Theaverage number of persons employed by the Society and
its subsidiaries within the United Kingdom in each week of
1986 was 1136 (1985-1041 ) including 40 (1985—43) houschold
staff, mainly part-time, at the Society’s investment
properties, The aggregate remuneration paid or payable
dwing the year was £16,151,251 (1985-£13,602,672).

In relation to the employment of disabled persons the
Society’s policy in 1986 was to give the same consideration
to disabled people as to other people, in regard to
applications for employment, continuvation of employment,
training, career development and promotion — having
regard to their particular aptitudes and abilities.

During 1986 it was the Saciety’s continuing policy and
practice o involve staff by providing and receiving
information relevant to the progress, development and
performance of the organisation. Matters of concern tostaff
as employees were communicated through briefing by
managers, a system of written circulars, a Staff Handbook,
an annual report to the staffand training courses,
Consultation with staff on matters allecting the interests of
staffand the general efficiency of the Society took place in
various ways; onc of these was through the clected staff
representatives on astafl consultative comniittee which met
on three occasions in the year. As a mutual company the
Socicty has no employees’ share scheme in force.

AUDITORS

The Auditors, Ernst & Whinney, have signified their
willingness to accept reappointment to office,

‘ g

President
25 Mazch 1987
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INVESTMENT INCOME

Othor fived interest

Ordinary shares

Preperties

Short-term deposits

Subsidiary companies

EXPENDITURE

Payments under policies

Commission

Taxation

1 i
f
Long Term Revenue Account
INCORPORATING THE INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31 DECENMBER 1936
1986 1985
£m " fm _ Em £m
Premiums (net of refunds and reinsurance ceded) 398.2 303.7
Government, public and local authorities 79.8 69.4
23.1 20.1
42.3 38.7
16.3 g2
Mortgages, loans and reversions 2.2 32
37 3.2
1.0 169.4 0.7 149.5
o 567.6 T 1532
160.6 111,7
Nil Nil
Expenses of management 33.6 29.2
10.5 204.7 4.3 145.2
SURPLUS OF INCOME OVER EXPENDITURE T 3629 308.0
Change in value of linked assets 16.6 1.1
Appreciation in value ofinvestments treated as surplus 115.0 125.0
NETADDITION TO THE FUND 494.5 444 1
FUND AT THE BEGINNING OF THE YEAR 1810.6 1366.5
FUND AT THE END OF THE YEAR 2305.1 1810.6

e = ey -
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Balance Sheet .
AS AT 31 DECEMBER 1986
1986 1985
£m £m £m Lm
LONG TERM BUSINESS FUND o 93051 1810.6
Represented by
INYESTED ASSETS AT MARKET VALUE
Government, publicand local authorities 844.0 696.8
Other fixed interest 285.9 198.3
Ordinary shares 1325.8 938.6
Properties 3372 292.0
Mortgages, loans and reversions 39.3 36.4
Short-term deposits 55.0 48.1
Subsidiary companies 2.9 2.9
2840.1 2213.1
Less: Reser 580.2 435,68
22599 1777.3
CURRENTASSETS
Sundry debtors 9.0 7.9
futstanding sales of investments 74 6.0
. srued income, less taxation 33.0 30.3
Tax recoverable 30.1 29.6
Balance at bankers and cash 1.0 2.8
Due from subsidiary companies - __ 02 -
80.7 76.6
Less:
CURRENT LIABLITIES
Sundry ereditors and provisions _ 15.4 15.1
Outstanding purchases ol investments 18.5 26.6
Due to subsidiary companies . __Ls 1.6
) 35.5 5.3
45.2 33.8
/? 2305.1 18i0.6
- / l:/_ —
Frofessor Rolaud Smith /L\A/\
President
i '
. A (ke
B e
E B O Sherlock
General Manager and Actuary 1 , .
25 Mareh 1047 S e
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Notes on the Accounts .

I BASZS OF ACCOUNTING .

(«) I'he Society, which is a mutual life assurance company carrying on ordinary long-term insurance business, avails itself of the
exemptions from the disclosure requirements applicable 1o insurance-companies under section 258 Companies Act 1985,

{h) The Department of Trade and Industry has:
(i} directed that the provisions of Paragraph 19(4) of the ninth Schedule of the Companies Act 1983, which relate to information required
to be given where group accounts are not submitted, shall not apply.
{ili agreed thar a composite Revenue Account and Incowe and Expenditure Account may be prepared instead of separate accountson the
grounds that these accounts would, in effect, be identical,

{¢) The atributable profits and reserves of associated companics are only included in the Sociely’s accounts to the extent of’
dividends receivable since, in the opinion of the Directors, to do otherwise would be inconsistent with the foregeing and alse have no
significant consequence,

2 ACZOUNTING POLICIES

(a) Premium income is accounted for in the year to which it relates on a eash basis in respect of recurrent single premium pension
business and on an aceruals basis in respect of all other business.

{b) Investment income is inclt ded on an accruals basis; dividends on ordinary shares being calculated by reference Lo ex dividend
dates; income on fixed interest inve siments i adjusted for accrued interest included in purchases and sales,

{¢) Claims notified in any year are included in the accounts whether or not they have been paid,

(d) Expenses of management including expenditure on office equipment, fixtures and fittings arc written off as incurred.
Expenditure on motor cars and on an owned compuier instaliation i¢ delerred and amortised over two and five years respectively and
includerl in sundry debtors in the balance sheet,

(¢) Invested assets are stated at market values, Listed securities are based on middle market prices, adjusied for accrued income
together with the value of outstanding calls; propertics are valued annually by qualified surveyors, some of whom are LExecutives of the
Society, except those linked to personal pension internal funds which, along with the remaining investments are valued at.'Director’s
valuation',

(£) Ghanges in the market value of linked assets are reflected in the Fund annually.

() The assets and liabilities of the Long-Term Business Fund are valued annually by the Society’s Appointed Actuary to determine
any surplus arising. When any appreciation in value of invesiments is ireared as surplus, it is included as an addition to the Fund in the
Revenue Account,

(h) Realised and unrealised profits and losses on invested assets wnd transfers to and from the Revenue Accouny, including changes
in the value of linked assets, are dealt with through the Investment Reserve.

3 PAYMENTS UNDER POLICIES

Because of Inland Revenu: restrictions, benefits on polictes under the Universities Superannuation Scheme could be paid out only on the
death of the scheme member prior to retirement orat his retirement from the scheme or from subscquent service with another employer,
‘That resiriction has now been lifted and during 1986 the Trustees eatered into an arrangement with the Socicty thatin fature payment of
henefits would be made under the normal terms of the policies. A stun of £5.7m was paid to the Trustees in respect of palicies held on
behalf of scheme members who had previously left serviee and it was also agreed that the value of policies accumulated beyond their
contractual vesting dates under the previous arrangement should be paid out in approximately equal tranches between 1987 and 1991
inclusive, The reserve held within the value of (he Fund as at 31 December 1986 in respeet of these contracts was £43m.

4 EMOLUMENTS OF DIRECTORS

1986 1985
£ £
Feos _"G_l-:aﬁ 61,017
Other emoluments, including penswn contributions of £55,526 (1985 - £49,420) 252,300 233,676
- 314,180 294,693
I mo]umvni;s. (-.\’cludiu_t;f pension contributions, ol the

President 11,002 12,438
Highest [-;—:l“idrl)irccun:‘" T “_ 77,372 72,427

Number ofother Directo ATilh emolwnents in the bands specilied
Uptofsgmn T 2
T L 5 6
D — - - - 1
00 - E5A000 T o 1 -
T ——— - 7
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Notes on the Accounts
5  EROLUMENTS OF STAFF (in excess of £30,000)
Number of employees with emoluments (including performance-related bonuses) in the bands specified

1986 1965 1986 1985
£30,001 —£35,000 47 24 £60,001 -£65,000 3 2
£35,001-£40,000 25 17 £65,001 ~£70,000 2 I
£40,001 -£45,000 . 12 [ £70,001--£75,000 1 -
£45,001 -£50,000 2 8 £75,001-£80,000 1 1
£50,001-£35,000 2 £80,001 —£85,000 1 -
£55,001 - £60,000 ! £95,001 —£100,000 1 -

6 DISCLOSURE OF TRANSACTIONS INVYOLYING DIRECTORS AND OTHER OFFICERS DURING THE YEAR AS REQUIRED
BY THE COMPANIES ACT 1985

{a} Dircctors ~ Each Dircctor whao is also an Executive has been allowed to have loans, either secured on that Director’s main
residence or seeured on policies with the Society, on the same Lterms and conditions as those available to the Socicty’s employees,

Loans secured on the main residence

Liability
Outstandingat Maximum Average
31 December interest
1986 1985 1986 1986
£ £ £ %
RHRanson 31,600 31,600 31,600 4.9
KB O Sherlock 9,675 9,675 9,675 3.5
K B Wills (retired 31 December 1986) 20,000 20,000 20,000 3.5

There was no outstanding interest nor were any reserves made with regard to any of these loans at the end of the year and there arc no
other transactions in which any Director has a material interest,

{b) Officers — At 31 December 1986 there were loans owtstanding to 33 officers secured on a main residence or on a policy with the
Society amounting in aggregate to £1.2m together with individual leans under the stall season ticket scheme totalling £1,887,

7 AUDITORS' REMUNERATION

The remunerati-m ol the Auditors was £53,740 (7985 - £42,150).
8 TAXATION

The charge for taxation in the Revenue Account represents:

{a) Corporation tax due on unlranked investment income (including acerued interest) and gains less expenses, but excluding that
part of the income and gains applicable to pension business,

(by Corporation tax due on estimated annuity profits, '
(¢} Irrecoverable tax credits on [ranked invested income.

1986 1985

£m £m

Corporation tax . ‘ 36 1.2
lessdouble taxation relief 0.6 .gf
3.0 0.7

Tax credits irrecoverable 4.5 2.4
Foreign tax 0.6 0.5
8.1 3.6

.r}n_dj,ugmncnt:- inrespeet of carlieryears . 2.4 0.7
i T 10.5 4.3

The tazxation recoverable included in current assets is the excess of tax suffered at source on income over corporation tax, based on ﬂ.\e

aceeunts for the years 1985 and 1986, No provision has beer s#ade for the contingent liability to corporation tax on chargeable gains in
. . . . g A

respect of unrealised appreciation of investments which s estimated not to exceed £20m {7985 — £11m).
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Notes on the Accounts

9 HNVESTAMENTS '
ta)  Subsidiary companics .
The Society owns the whole of the issued share capilal of its subsidiaries, which are all registered in England.

Equityat Currenta/c Lquity at Currenta/c

hook value and loans baok volue and lvans

1986 1986 1983 1985

fm £m Lnt £m

Equitable Investment Managers Limited - - - -
Equitable Units Administeation Limited 0.1 - (1Y) -
'f’n‘rcy' Street Investments Limited 0.2 {0.7) 0.2 (0.7)
The Equitable Reversionary Interest Society Limited 0.2 (0.5) 0.2 (0.5)
'T'B(- Reversionary Interest Society Limited 0.4 (0.4} 0.4 (0.4)
University Lile Assurance Society 1.0 0.2 Lo -
1.9 (1.4) 19 (1.6}

{b) Investment in other companies
‘The Society, together with a subsidiary company, held at 31 December 1986 more than one-tenth in nominal value of a class of equity shares
in the following companices together with indebtedness as shown:

Proportion

Class Proportion of total
of'shares held equity Debentures
English and International Trust ple Qrdinary 23.4% 23.4% £0.4m
MortimerTechnology Limited Ordinary 22.5% 22.5% -
London & Strathelyde Trust ple Ordinary 20.6% 20.6% -
Edinburgh Financial Trust ple Ordinary 20.2% 20.2% £0.5m
Ileming Enterprise Investment Trust ple Ordinary 16.9% 16.9% £0.5m
Murray Ventures ple Ordinary 15.3% 15.3% £0.2m
ML Property Greup Limited Ordinary 15,0% 15.0% £0.8m
“The Bankers Investment Trust ple Ordinary 11.2% 11.2% £0.4m
Jos Holdings ple ) Qrdinary 1L.0% 11.0% -
A, Cohen & Co, ple ‘N Ordinary 10.7% 5.3% -
The Brunner Investment Trust ple Ordinary 10.4% 10.4% -

tey  Investments of £29m, which have been lent to money brokers on & secured basis, are included in invested assets.
10 CAPITAL EXPEMDITURE

The Society hos commitments lor eapital expenditure on propeety estimated at £6.7m (1925 - £7.7m),

I CONTINGENT LIABILITIES

M the year end there were contingent liahilities for uncalled capital on investments in
£0.6m (1985 - £0.0m).

REPCGRT OF THE AUDITORS TC THE MEMBERS

We have examined the accounts of The Equitable Life Assurance Society set out on pages 10 to M in accordance with approyed
auditing standards, :

a subsidiary and another company amounting to

Tn our opinion the accounts comply with the provisions of the Companies Act 1985

applicable to insurance companies,
Ernst & Whinney, Chartered Accountants
Londun nSL’ L YO ¥ A
20 March 1987
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Executive Responsibilities

General Manager & Actuary

EBO Shcrlocl; MATFIA

Accounting, Office Servicesand
Pension & Policy Administration

Assistant General Managor & Secretary

Senior Executives

Executives

R QBowley MATTA

1B Lloyd Personal Policy Administration Manager

T R Loft FAFM Facilities Manager

R ] Malpass Group Fensions Administration Manager
A G Probert FCA Chief Accountan

I N Avery BSc Iudividual Pensions Administration Manager
P G H du Boulay Qffice Services Manager

A Elton MIPM FATLM Premises Manager

JH Gill ACIS Assistant Accountant

V C Otter MSc FIA Personal Policy Services Manager

R I D Peacock BSc FIA Group Pensions Services Manager
P W Wilmot BSc FCIL Assisiant Secrelary

Actuarial & Technical Services
Assistant General Manager & Joint Actuary
Senior Executive

Exceulives

R H Ranson MA FIATFPMI
D B Sammons FIA Depaty Actuary

M C Danicl Technical Manager

D C Driscoll BA Yaluation Manager

A B Dunbar MA FIA Assistant Actuary

C P Headdon MA FIA Assistant Actuary

G Mitchell BScactnarial Control Manager

M C Richinond BATIA Pensions Technical Manager

N W Whittome LLB FCII Barrister Legal Services Manager

Investment
Assistant General Manager
Senior Exceutive

Executives

DG Thomas BSc FIA
C LWinter FRICS ChicfSurveyer

P I Bates BSc ARICS Praperty Management Surveyor
CE Duddridge ASIA ASCA Juvestment Manager
JM G Hamilton-Sharp ASIA Investmen! Manager
G R Lauder FRICS Dejurty Chicf Surveyor

E A Maddock BSc FIAASIA Invesiment Manager

P D Shore lnvestinent Manager

Staff and Management Services

Assistant General Manager

Senior Executives

Executives

ANash MScFIA

RV Farmer BA FIPM MITD Stgff Manager
B G Guest MBCS Managemen! Services Manager

R A Christopher Management Development Manager

TD Glover MSe MIPM Personnel Services Manager

H N Large Systems Manager

§W Lockyc: BSc MBCS Systems and Programmning Manager

The Marketing Organisation

Assistant General Manager

Senior Bxccutives

Executives

$ M Kinnis
W R Kidd Regional Manager
D A MacKechnic Regional Manager

J N Lusher Marketing Projects Manager
S A Noden Specialist Services Support Manager
M J Watts BEd Markeling Training Manager
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Statement of Bonuses

INTRCDUCTION

As deseribed in the Directors’ report for 1986, £117m of the
surplus of £121m disclosed by the valuation of the Society’s
assets and liabilities as at 31 December 1986 was distributed
to policies as declared bonus. Reference is also made to a
number of changes to the Society’s bonus systems which
have been decided, This statement gives more detail on the
specifiz rates of bonus for the major classes of business and
on the changes.

DECLARED BONUS RATES
The rates of declared bonus allotted were at the same level
as the interim bonus rates which had applied during 1986.

Tor example, for with-profits pensions contracts of the
‘recurrent single premium’ type (which includes retirement
annuities for the self-employed and thoese not in pensionable
employment, and individual and group pension
arrangements including additional volusitary contribution
plans) the bonus allotted was £8.50 for each £100 of
guaranteed benefit ranking for bonus from a date in 1985 or
earlier together with £8.50 for each £100 of existing declared
bonus additions.

Fimilarly, fcr private with-profits endowment assurance
policies eflected prior to 1 January 1986, the bonus allotted
was £5.25 for each £100 of sum assured cligible for bonus
together with £3.50 for each £100 of existing declared
bonus additions.

CHANGES TO BONUS RULES

Two changes in the operation of the Society’s bonus systems
were announced. The intention to elfect a further change
with regard to the method of adding bonus to pensions and
school fee contracts of the recurrent single premium type
from the declaration as at 31 December 1987 was also
announced. The aim of all the changes is to simplify the
operation of the Society’s contracts and to improve the
service o policyholders.

The first change that was announced was that the new
declared bonus allotted at a declaration would not vest in
contracts until the 1 April following the declaration, This s
to avoid having to pay the proceeds of policies leaving the
fund in the early part of the calenclar year in two parts, which
had been the Society’s practice and which an increasing
numbe:r of policyholders were finding inconvenient,

The second change was that, with eifect from 1 April w7,
the various adjustments {(including interim and terminal
bonuses) made to the guaranteed policy benefits at the tine
of benefits becoming payable will be amalgamatedintoone
item known as ‘final bonus’. That means that policy
procecds will consist of three elements only — the hasic
benefits, declared bhonus additions and final bonus —
which represents a considerable simplification of
previous arrangements,

It was also announced that at future declarations the
Directors intend to change the method of adding bonus 1o
pensions and school fee policies of the recurrent single
premium Lype, so that the benefits secured by each premium
will receive bonus from the date of payment. At
declarations, bonus will also be allotted for the whole period
up to the 31 December in question. Various transitional
measures are needed before the new arrangements will be
fully effective, but when complete, the new system will
greatly simplify the operation of a large proportion of the
Socicty’s contracts.

FINAL BONUS

As described above, a new system of final bonuses is
effective from 1 April 1987 and, at the declaration, the
Directors announced the rates of linal bonus which are to
apply until further notice.

Final bonus rates vary by type of contract and the particular
circumstances of the individual contract in question. For
regular premium policies such as with-profits endowment
assurances, the final bonus rate depends upon duration in
forceand ranges up to 75% of the sum assured and attaching
declared bonuses. Examples of final bonus rates for regular
premium contracts are as follows:

Numberof years Finalbonus
of entitlement rateasa
percentage of
sum assured and
declared bonuses
. %
5 30

10 624

15 674

20 714

25 ]

16
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Yor recurrent single premium pensions contracts (which
jnclude retirement annuities and individual and group
pensions contracis) and school fee policies the {inal bonus
rates depend upon an average duration allowing for the size
and incidence of the premiums paid and the period elapsed
since the policy anniversary in 1986.

.

Over the years the Society has sold a variety of recurrent
single premium contracts on various ternis and theamount
of final bonus may differ slightly between similar contracts
of different types. The specimen rates given below should
therefore be regarded as illustrative of the general level of
final bonus rather than as directly applicable to specific
contracts. The rates shown below relate to a contract where
the benefits are payable on the 1987 policy anniversary and
wnder which a level annual premium has been paid for the
number of years shown. The last such premium is assumed
to have been paid on the policy anniversary in 1986.

Number of years Amountof finalbonusas
in force (equals apercentage of the guaranteed
number of premiums enecfitsand declared bonus
paid) additions olht/:rwisc payable
o
(+]
5 46.6
10 80.2
15 85.0
20 93.5
25 99.1

Because of the change of system it is not possible to give
comparable rates which applied in 1986, The best guide
to the implications of the declaration and the final bonus
rates is the effect on policy benefits. Apart from some
short-term results, the proceeds of a policy maturing
after I April 1987 will be higher than those fora
comparable contract maturing in 1986,

17
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Pensions

Introduction

The Equitable Lifeis an acknowledged leader in the field of
t vrsonal pension plans for both the self-employed and
exceutives and directors. This enviable position has been
achieved through a combination of flexible policy
conditions and excellent investment performance leacling
to high rankings in surveys of benefits paid conducted by
authoritative financial journals,

Range of investment options

By offering one of the broadest range ofinvestmen options
available for personal pensions the Society is able to suggest
the most appropriate route or combination of routes for
its clients.

What is more, the flexibility of such a balanced range of
investments means changing economic and personal
circuty stances are more readily coped with,

: , Investment where the returns

A

SELF-DIRECTED q

WITH PROFITS _aré smoothed out over o fiumbsr:
’ ’ of years ) O
i R
T nvestmint where thepefilins |3
UNITLINKED - “wabe based direct on the:

Investments nominated by thie
palicyholder {onity availablé 4

" enmfianles mjd‘parmemﬂf;ik?- 2
o «| A s

" ) AT Y

Track record

For the past 10 years Planned Savings magazine has su rveyed
the benefits lor 10 and 20 year regular premium with-profits
policies for the selfl-employed — The Equitable has gained
more first places in these surveys than all its competitors
put together.

Out of 20 tables for such policies The Equitable has topped
1l and heen second in 4 more.

Likewise in Planned Savings' surveys of pensions for
executives and directors the Sociely leads the field. Qut of
12 tables covering 5 and 10 year regular premium with-
profits policies since 1981, The Equitable has been top 6
limes and second 3 times more.

The Equitable Life

Ist } Ist | Ist | st | Ist

Ist | Ist | Ist | Ist | Ist | lst

o el -~ a -~

2nd | 2nd | 2nd |2nd

QOur nedrest rival

Ist | !st | Ist

Number of Ist and 2nd places
In surveys of 10 and 20 years

with-profits policies for the
This consistency of excellent performance year after year 2nd 2nd | 2nd | 2nd ;‘;ﬁi’:j’?gﬁ:;: nﬁggg’z?s: by
sets The Equitable apart from its rivals, — 1977-1986 inciusive,
Charges The Equitable Most Companies
In 1986 a range of new unit-linked pension policies was CErTTS TE=/=TT ]
introduced ~ with one outstanding feature — the absence .].._ 1/ ’L;’.- 1
ol initial or capital units. Units which most companics use 24 i42 < PT T
to extract heavy charges to pay for such expenses E—- f
as commission, e i 7 AT -
1 y Al I milE!
P LT -
=N ) ]
A, 7d A 7
| e it 11 1

10023 is mvested with The Equitoble

Their charges effecuvely cut your investment
by up 10 50% in the first and second yeors,
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Savings & [nvestments

Introduction
Different fir ' goals require dilferent routes 1o
achieve thet 1 order to meet that need the
society offom e pprehiensive range of saving and
investment opporLlunities,

Endowments
If you peed to amass a capital sum at some specific time in
the future and prefer a route which is less prone to the ups

and downs associated, sy, with equites, then our with-
profits endowment policies provide an excellent answer,

Unit-linked plans

Those who wish to link their savings direct to stock market
ipvestments, for example, eitherin the UK. or overseas, cail
do so through our range of 11 unit-linked investment funds.

Lump sums may be invested via a bond and there is a regular
saving scheme for monthly contributions.

RANGE OF FUINDS
Managed Fund North Amevican Fund
Propertyfund For Eastern Fund
Money Fund International Growth Fund

Gilt & Fixed Interest Fund
Highincome Fund Fund of Investment Trusts
Equitable Pelican Fund

—

Special Situations Fund

School fees & saving for children

The Equitable's School Fee Trust Plan offered through The
Equitable Charitable Trust is outstandingly flexible
allowing you to choose between three different methods

of saving. 1t is possible to vary the amounts saved and the
intervals between them,

Our Child’s Option Policy is designed [or you to save on
pehall of a child forany purpose so that the procceds can be
taken between their 18th and 25th birthdays. Alternatively,
the child can continue the policy in his or her own right.

Unit trusts

‘I'here are now cight trusts offered through our wholly-
owned subsidiary Equitable Units Administration Limited,
in which investments may be made.

"Those eight (rusts offer investors. including those with
relatively modest amounts ol money, the chance to
participate in the performance ol stock markets worldwide,
TPurthermore, unit trusts have the particular advantage

of allowing yon Lo spread your investment and the
consequent risk,

——

RANGE .. UNITTRUSTS
Equitable Pelican Trust
North Ametcan Trust
FarEasternTrust

Trust of Investment Trusts
High income Trust
Gilt & Fixed Interest Trust

[nternational Growth Trust Speciol Situatlons Trusts

Jor those who wish to make large purchases there are
discounts available and for regular savers there are bonus
units in the fourth and subsequent ycars.

Personal Equity Plans
The Chancellor's 1986 Budget gave the go-ahead for tax-free
invesfment through Personal Equity Plans. To enable
people to take advaniage of that opportunity the Society
ereated a subsidiary company, Equitable Investinent
SManagers Limited,

The Equitable Personal Equily Plan

allows investment via:

A lump sum

OR

Regular saving into an equity fund

OR

Regular saving Inta a unit trust

The plan was officially launched on 2 January 1987.

o s —r
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Special Services

:

Findncial planning

Complex cases which require specialist attention are
dealt with through our Financia! Planning Service.
The service is available to hoth private individuals and
corporate bodies and gives advice on a variety of topics
including inheritance tax liability, countering the
adverse cffects of the death or retirement of business
colleagues and tax efficient investment.

A special video, ‘Business Planning in the Private
Comrpany’, which deals with the financial problems of
private companies, is available and may be borrowed
on request.

House purchase

Home ownership is a prime objective nowadays and
the Socicety is able lo arrange mortgages from well-
known institutions at competitive rates of interest,
Furthermore our top performing endowment schemes
provide an excellent way of repaying the loan as well
as saving for the future.

-[ransfer Plans

Increasing numbers of job leavers are now realising
they do not have Lo et their pension benelits languish
with their previous employers. In many cases they can
take out an Equitable Transfer Plan whiclh could be
the means of significantly increasing retirement
benefits,

Key Man insurance

Tue death of a key employee can set a business back
years and give rivals a toe hold they might otherwise
not have had, The Equitable offers Key Man insurance
to cover just such devastating eventualities.

Additional Yoluntary Contributions

Ifyou do not spend all your working life with the same
employer then you are very unlikely to receive the

wiimum pension benefits allowed by the Inland
Revenue, So by topping up your company pension
scheme with Additional Veluntary Contributions
retirement benefits will be increased,

The Leuitable is the UK.s largest provider of
Additional Yoluntary Gontributions schiemes, with
more than 1,000 clients; many are household names
and of internativnal repute,

20
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"The Society's Offices

MEAD QTFICE CHIEF ADMINISTRATIVE OFFICE

+ Coleman hrreet 01-606 6611 Walton Street Aylesbury
Londan EG2R 5AP Aylesbury Bucks, HP21 7QW 393100
BRANCH OFFICES

Avleshury Aylesbury Maidstone Maidstone
Walton Street 134721 22.24 Albion Place 81347
Avleshury Bueks, HPR1 7PA Muaidstone MEL 5DZ

Manager WP Richavds ACI Manager A f§ Navies

Birmingham (North) 021-233 3166 Manchester 061-236 4384

35 Waterloo Strect
Birmingham B2 51]
Manager J 3 Dirant-Leweis MSe BSe Cling

32 Booth Street
Manchester M2 4AB
Manager £, Joresey B2

Birmingham {(South)
3 Gelmore Row

Birmingham B3 2BJ
Manager N A 1T Stubls

+21-236 7303

Newcastle

7585 Grey Street
Newcastlesupon-lyne

NE1 GEF

Manager f 1 Maimearing ACH

091.232 7227

Brighton Brighton

21-33 Divke Roawd 24501 Northern Ireland Belfast
Brighton 17-25 College Square Fast 243401
Lust Sussex BN 3FE Brifast BTY 6DE

Vanager D Adams Manager | G Parkhill

Bristol Bristol Nollingham Nottingham
E3 Redeliff Street 290515 18 The Ropewalk 476291
Bristol BS1 6NP Nottingham NG1 5EE

Manager, [ Flappenden Munager R I Apelely

Cambridge Cambeidge S1 Albans St Albans
2 Maount Pleasant 352703 10380 1" ter*s Hireel n3i
Ca- dee B3 OBLL St Albans " lerts, ALL 3EN

May J 10 Basker Manager N & Fonlton

Central Londor 01-493 5156 Seotland 041-248 6996
13 Hanover Square 35-39 St Vincent Place

London WIR 9HD Clasgow 1 2ER

Manager * B Seott Manager T'A R Glass BSe

Chelmsford Chelmst rd Shefficld Sheflield
20 New Steeet 359 34 Orchard Lane Wing 750051
Chelmsford Esses CMI IRB ‘The Fountain Precinet

Mmnager WR 1 Palwer Balm Green

Sheflield 81 2JA

City 01488 4545 Manager P [ Harfrer

18 Mansell Street

[ondon L1 8AA South Wales Cardilf
Manager G P faan Hastings House 464242

- = Fitzalan Court

Epsom Epsom Fitzalan Road

32 West il 24661 Cardiff CF2 1BL,

Epsom Surrey K119 8] Manager A J Castle

Manager f M Weller

ramSRE mE ame— Southampton Southampton

Exeter Fxcter 5 Comberiand Place 36226
31-32 Southernhay Bayt 32135 Southampton SOY 2GY .

Exoter EX1 18 Manager L Meakun

Mus 2er B IS Levensedge -
LT West Loneten 01-630 1320
Guildford Guildfenl Southside

I Milkhouse CGate 506755 105 Victoria Street

Guildford GL*] 12 London SWIE 6Q60)
Managert" heortore tHanager A S Coombes

FLeeds Leeds Windsor Windsor
Cath Hall Court 458454 Windsor House 8538 45

Infi mary Sirest
Lecds LS| 2T
Manaer T.f Hurren B1 IR

Liverpr ol
Churehill House
Lithebarn Stieet
Li mpool L2 2PB
Mawezer 16 Hughes

i £ 5 oy A i b

H51-236 1825

Vietoria Strect
Windsor 514 IXY
Manager A ] Bradley

Registered in London Vo, 37038




