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NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2006

11. Other debtors 2006 2005

Accounts receivable £20,898 £19,158
Loans £5,675 £2,525

£26,573 £21,683

12. Tangible assets Motor Equipment Total
Vehicles

Cost
As at 1 January 2006 £34,120 £178,608 £212,728
Additions - £3,589 £3,589
Disposals - (£10,292) (£10,292)
As at 31 December 2006 £34,120 £171,905 £206,025

Depreciation
As at 1 January 2006 £13,150 £128,997 £142,147
Charge for year £6,276 £19,059 £25,335
Eliminated on disposals - (£10,292) (£10,292)
As at 31 December 2006 £19,426 £137,764 £157,190

Net Assets Value
As at 31 December 2006 £14,694 £34,141 £48,835

As at 31 December 2005 £20,970 £49,611 £70,581

13. Fund for future appropriations General Life & Total Total
Reserve Endowment 2006 2005

Balance at 1 January 2006 £7,550,958 £114,554 £7,665,512 £5,213,051

Transfers to/(from) fund for future appropriations £1,002,541 £103,436 £1,105,977 £2,452,461

Balance at 31 December 2006 £8,553,499 £217,990 £8,771,489 £7,665,512

14. Sickness benefit provision 2006 2005

Balance at 1 January 2006 £2,609,586 £3,569,788
Premiums £5,174,613 £4,074,951
Investment Income £355,140 £350,131
Forfeitures and lapses £37,661 £47,746

£8,177,000 £8,042,616

Benefit £834,291 £689,593
Cost of reassurance £267,125 £190,229
Contributions to management £2,628,261 £1,707,656
Apportionment to members £1,250,082 £1,282,401
Transfers to/(from) reserves £365,673 £1,563,151

£5,345,432 £5,433,030

Balance at 31 December 2006 £2,831,568 £2,609,586

15. Life and endowment PRFS Holloway Total Total
Death TYP Reserve 2006 2005

Benefit Fund

Balance at 1 January 2006 £755 £134,384 £135,139 £181,040
Premiums £3,322 £9,766 £13,088 £14,668
Transfer (to)/from reserve - - - (£13,549)

£4,077 £144,150 £148,227 £182,159

Death, maturity and surrenders £3,174 £3,174 £1,474
Cost of reassurance £2,329 - £2,329 £2,763
Transfer to/(from) fund for future appropriations £1,150 £102,286 £103,436 £56,332
Corporation tax - - - (£13,549)

£3,479 £105,460 £108,939 £47,020

Balance at 31 December 2006 £598 £38,690 £39,288 £135,139
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NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2006

16. Members surplus 2006 2005

Balance at 1 January 2006 £21,219,208 £21,139,243
Apportionment of surplus £1,250,082 £1,282,401
Compound bonus £693,614 £692,993
Terminal bonus £85,930 £81,850

£23,248,834 £23,196,487

Withdrawals £1,957,617 £1,929,533
Forfeitures and lapses £37,661 £47,746

£1,995,278 £1,977,279

Balance at 31 December 2006 £21,253,556 £21,219,208

17. Technical provisions for linked liabilities 2006 2005

Linked life fund:
Balance at 1 January 2006 £2,106,454 £1,686,928
Premiums £331,569 £335,809
Investment income and growth £253,420 £262,769

£2,691,443 £2,285,506

Death, maturity and surrenders £174,332 £146,079
Management charge £20,492 £22,279
To Holloway TYP Reserve Fund £9,766 £10,694

£204,590 £179,052

Balance at 31 December 2006 £2,486,853 £2,106,454

18. Other creditors including taxation and social security 2006 2005

Taxation and social security £25,998 £29,362
Amounts due to retired members £772,115 £804,424
Amounts due to current members - extra contributions £137,933 £146,731
Other creditors £210,429 £246,429

£1,146,475 £1,226,946

19. Capital Commitments 2006 2005

Capital expenditure contracted for but not provided - -
Capital expenditure authorised but not contracted for £22,636 -

£22,636 -

20. Financial commitments

At 31 December 2006 the Society had annual commitments of £1,424 (2005 £Nil) under non cancellable operating leases.

21. Particulars of business

22. Board of Management Members' loans and transactions

Transactions in which members of the Board of Management had an interest

All the Society's business relates to direct insurance business, being income protection and Friendly Society Ten Year 
Plans.

Mr K P Griffin is a partner in the legal firm Dee & Griffin. Fees of £376 were invoiced during 2006 (2005 £Nil). At the year
end a balance of £Nil (2005 £Nil) was due to Dee & Griffin.

Mr R J W Perks is a Director of Alchemy Business Partners Limited. Commission of £Nil (2005 £249) was paid to
Alchemy Business Partners Limited under an agreement entered into prior to his appointment as a member of the Board
of Management. Under a commission agreement signed subsequent to his appointment an amount of £107 was due at
the year end.
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NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2006

23. Capital Statement

2006 2005
Life Business UK non-participating £000s £000s

Fund for future appropriations £8,771 £7,665
Closure reserve £1,190 £1,250
Total capital resources before deductions £7,581 £6,415
Adjustments to assets £2,099 £2,213
Total available capital resources £5,482 £4,202

Total available capital resources are 342% of the Capital Resources Requirement.

Risk Management

Capital Management

Basis for setting technical provisions

Interest Rate 3.00% p.a. (2005 - 2.75% p.a.)
Mortality Rates 75% of AMC00 Ultimate (2005 - 60% of AM92 Ultimate)

Morbidity – for sickness products excluding Premier Plan the Manchester unity approach is used. The rates are split by
age, sex and deferred period.  The rates are reviewed annually to allow for emerging experience.

Persistency – lapses are not allowed for within the valuation.  

Interest rates – a matching rectangle was used to match the admissible assets to the Society’s liabilities. A prudent
margin was then included.

Expenses – the Society’s expenses were analysed between acquisition and maintenance expenses and allow a prudent
allowance for future years as a percentage of future premiums.

Options & Guarantees – The Society is open to an implicit investment guarantee in the surrender values for the two
linked contracts run by the Society.  We use a stochastic model to calculate the liability associated with this guarantee.

The following summarises the capital resources and requirements of The Original Holloway Friendly Society Limited as
determined for UK regulatory purposes:

The Society does not write with-profits to the scale required to calculate a realistic balance sheet. Therefore the capital
statement below covers all their life assurance business.  There are no specific constraints on the capital of the Society.

As the Society has no shareholders, all capital belongs to its members.

Risk Management has a permanent place on agendas for the Audit Committee meetings and Senior Management Team
meetings and is continually monitored by a Risk Management Group. Additionally, the Society actively uses its Financial
Condition Report and Individual Capital Assessment to focus on the areas of risk that are likely to have the greatest
affect on solvency.  Actions are then put in place to mitigate these risks.  

The Society’s Free Asset position is regularly reviewed to ensure it maintains an acceptable level of solvency.

As the capital belongs to the members, if the Society sees large changes in its available capital due to the morbidity
experience of the members, it will amend the level of profit allocation and bonus payable to its members accordingly.  

A gross premium valuation is used for calculating the Society’s liabilities in respect of the Classic, New Classic and
Classic Plus products.  

A net premium valuation is used to calculate the Society’s liabilities in respect of the Premier Plan products.

Mortality – a base mortality table is selected which is most appropriate for the contracts sold by the Society. The
mortality rates are reviewed annually to allow for emerging experience.
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NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2006

Analysis of change

An analysis of change is set out below:
Change in 
Available 
Capital

Available 
Capital

Basis £000s £000s

2005 available capital resources £4,202
New business and lapses (£835)
Morbidity basis £504
Mortality basis (£6)
Interest rate change £107
Expense basis (£310)
Change in closure reserve £60
Change in other liabilities £165
Change in admissible assets £1,595
2006 available capital resources £5,482

Sensitivity analysis
The table presented below demonstrates the sensitivity of available capital to movements in assumptions.

Change in 
Variable

Change in 
Available 
Capital

Variable £000s

Morbidity +10% (£1,778)
Morbidity -10% £1,336
Expenses +10% (£431)
Expenses -10% £378
Mortality +10% £13
Mortality -10% (£13)
Interest +1% per annum £457
Interest -1% per annum (£586)

Change in 
Variable

Change in 
Market 

Value of 
Assets

Variable £000s

Fixed Interest -10% (£399)
Equities -10% (£407)
Property -10% (£102)

The available capital is relatively insensitive to mortality and expenses.

There has been an increase in the available capital resources from 31 December 2005 to 31 December 2006. This is
mainly due to the change in admissible assets over the period and the valuation basis.  

In a situation where morbidity increased by the levels in the table above the Society would review its allocation of 
profits accordingly.

When interest rates change, any movement in the available capital is partially offset by an opposite change in asset 
values.  This has not been reflected in the value change above.
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NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2006

24. Actuary

25. Actuarial Valuation

In accordance with the requirements of the Integrated Prudential Sourcebook the Society is obliged to have an annual
actuarial valuation of its long term business. The valuation report has been prepared by the Head of Actuarial Function,
Mr Simon Grout, in accordance with the requirements of the guidance notes of the Institute of Actuaries namely GN40:
The Role of the Actuarial Function Holder and GN44: Mathematical Reserves and Resilience Capital Requirement. A
copy of this report can be seen at the registered office of the Society.

Holloway Friendly is the trading style of The Original Holloway Friendly Society Limited.
Registered and Incorporated under the Friendly Societies Act 1992. Registered in the UK No. 145F

Authorised and regulated by the Financial Services Authority. FRN 109986
Income Protection from the original provider. Founded in 1880

The actuarial function holder is Mr Simon Grout, a Director with Mercer Oliver Wyman Limited. The Society has
requested him to furnish it with the particulars required under Section 77 of the Friendly Societies Act 1992. Mr Grout
has confirmed that neither he nor his family were members of the Society, nor have they any financial or pecuniary
interests in the Society, with the exception of fees paid to Mercer Oliver Wyman Limited for professional services, which
amounted to £118,996 in 2006.
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