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Goyporate Staterment

g?l;e Royal Bank of Scotland Group is an independent financial services
group, with its headquarters in Edinburgh, operating throughout Great
Britain and in certain overseas markets. qﬂex"cgard our reputation
for integrity and financial stability earned from over two hundred and
fifty years of serving our customers as the foundation upon which we will

build our future,  Pur overall objective is, through the excellence of

our service, to satisfy the needs of our customers, the requirements of our

shareholders and the aspirations of our stafl’ %will seck to use

our skiils and capital in markets where we can give special value to our
customers through superior service thus achieving higher returns for

our shareholders while expanding the Group. We recognise that our
most important resource is our people, their skills and their commitment
to our customers, %ommunication is a priority as is personal develop-
ment. Our people will participate in success through a system which
rewards initiative, effort and performance and which accords with the
practice prevailing within their particular business area. Z#% will
maintain our commitment to innovation and technology in order that
our customers will benefit from new services and lower costs. We are
fully aware of our social responsibility to the communities in which we
live and work, national and local. At each level we will play our part

in creating a good business environment and in participating in the
wider aspects of the fabric of cemmunity life. gl:e achievement of
these ohjectives, year on year, will contribute to our Group retaining

the independent status which we frmly believe is in the best long term

inte1usts of our customers, sharcholders and stafl:
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Sfznarcial SGiphtliphts

for the yoar ended 30th September 1989

1988

— _Em e T

Profit before exceptional item 336.5 209.2

Profit before taxation 228.2 309.2

Profit attributablz to ordinary shareholders 147.X 192.5

Ordinary dividends 549 43.2

Retained profit 92.4 149.3

Total assets 27,4857  21,650.9

3 Total shareholders’ funds 1,410.7 1,269.7 s
.y |
Earnings per 25p ordinary share f:
before exceptional item 29.4p 26.8p* 3‘; 1
er exceptional item 19.9p 26.8p* *’2“
Dividends per 25p ordinary share 7.2p 6.0p* 'ﬁ
Dividend cover {times) ;5 :a:
before exceptional item 4.1 &
after exceptional item 2.8

*Earnings and dividends per 25p ordinary share have been adjusted to show the cffects of the capitalisation issue in

Scptember 1989,
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The Royal Bank of
Scotland Group ple
Group holding company
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The Royal Bank of Scotland ple

Bob Maiden managing director

Clearing banking and financial services
from over 870 branches throughout the
United Kingdom and in several
overseas locations

Chartarhouso plc

Victor Blank chief executive
Merchant banking, development
capital, stockbroking and securities

Citizens Financial Group, Inc,
George Graboys president and chief
execulive officer

Banking and financial services in
New England, U.S.A.

RoyScot Finance Group plc

Bob Riding chief executive

Leasing, factoring, contract hire, hire
purchase and instalment finance;
and review of the activities of the

A, T. Mays Group

Direct Line Insurance pic

Peter Wood chief executive

Insurance underwriting covering motor,
home and credit insurance

Capltal House Investment Management
Limited

Norman Riddell chief executive
Investinent management

Roya!l Bank Group Services Limited
James RafTerty managing direclor
Technological development of the
Group with responsibility for property
cquipmuent and all related resources
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! The Group exacutive ({from loft to right): Gecrge Graboys, president and chis! executive officer of Citizens Financial Group, '
, Kennath Tharpson, gioup finance director, Chartes Wintar, groun chief executive, Victor 8lank, chiel executiva of
: Charterhouse, Rob Farley, deputy group chief executive, Bob Malden, managing director of Tha Royal Bank of Scotiand and
George Mathewson, diractor ol strategie planning and davelopment. o
I
T
W
DISTINGTIVE OPERATING STRUCTURE f r
Outr unique operating strieture sivengthens our fosbion ax a wedelv-based. finarcial serceies group, It allows us fo drawe an the : &
experience of each business, fo expond the range of fonavicial senviees w the United Kingdom and exerscas ard o vherate more effeeclively g
in each ofour ekasen markets, ; v
Bach of aur eperating divisions enjiovs 2« vy degres of entoromy. This allows u dividual “brands™ ta flourish in their indixidual . i
markelplaces, berefiting from membership of the Group and adding do 2t through shaved aclivities and s&ad transfers. N
N L

CENTRAL ROLE OF THE GROUP EXECUTIVE
The Group executine is @ full-time compact team of senior personncl, wporting directly o the Esard of directors, It has responsibility for
setting fundamental objectives and performance targets, analvsing and dofining mdecsdual stralegies identifisng growth markels,
alfocating resources und vontrotling exparsion worldieide,

This stnicture fosters the decelopment of distivct independent cultares sitkin the operating divico s schile enhancing cokesive Group
spirit in the altainment af a comnion purpase, £21kis waz. the Group executize exdeacowrs o cnswe thal the Group aluays meels its
customers* neecds and maximises the returns for ils skereholders,

T SRogal SOant: of Seotland (Group
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gl;c year to goth September 1989 has once again been a suceessful one for our
company despite the slowdown in the U.K, economy which 1 predicted in my
interim statement, This has continuer! and indeed intensificd, Against this
background, we have considered it prudent to make a number of provisions in
respect of customers who are experiencing probiems, Following these, we have
recorded an increase in profit of £27.3 million to £336.5 million which, in the
circumstances, is highly satisfactory, From this figure we are deducting an
exceptional specific provision in respect of lending 1o sountries in payment
difficultics, This represents the culinination of a programme commenced in 1986
and we do not consicer that any further exzeptional provisiou for this class of
lending should be required. A profit of £147.5 millicn remains after taxation
wiich enables us 1o recommend a final dividend of 4.8p per share to give a
worthwhile inciease of 20 per cent. for the year,

@uring the Iast year we have continued to implement key strategic jpitiatives
and have also inzreased cross-selling opportunities among our subsidiarics,
arnings per share before the exceptional provision have again increased and,
2t 29.4p per share, maintains the favourable trend firmly established over recent
years. Net interest income for the Group was up by 21 per cent., offset 1o an
exten: by the introduction of interest Paying current accounts, Other operating
income increased strongly by 2g per cent, Although expenses for the enlarged
Group rose by 28 per cent., the underlying cost: income ratio continues to bear
faourable comparison with that of our main competitors. Increased central
financing costs were incurred in respeet of the overseas acquisitions and the
application of a new accounting standard led to the re-intreduction of a pension
fund charge in The Royal Bank of Scotland, ince my lasgt anpual
stater.ent, much has been dorie 1o build on the achievements of 14998 in the
U.S.A. and Europe. In December 1988, the acquisition of Citizens Financial
tiroup, based in Rhode Island, 1.8.A,, was completed. This purchasc was a
significant step in the Group's declared imention to reduce its reliance on purely
sterling income and also leaves us well placed for futtre controlled expansion
into the retail banking market ir the 1.4, Citizens has already demonstrated
that it will serve as an ideal Nagship for this growth, ﬂx Eurape, our alliance
with Banco Santander Group of Spain was cemented firther when it became onr
largest sharcholder by increasing its sharcholding in the Group from 2.5 per
€ent. to almost to per eent, in December 1988, In addition, I was pleased to
accept an invitation to join Santander's board of directors and to welcome
Don Emilio Botin to our board. zcjjrogress of the alfiance is reviewed regularly
by ser"ar exccutives from both groups wh are responsible for agrecing and
developing new prajects, The benefits of she alfiance are evident at many levels
such as the estabfishmert in July of'a joirtly owned bank s Gibraltar, maraged

579 Rogel B &f Seotbud. Frovp
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Statenrert by the Ghasman

Conlinuad

by The Roval Bank of Scotland, <7’r-\ additrsn 19 developing our interests
overseas, we have capitalised upon opportunities in our home markets, Life
assurance had been identified as a gap in the range of financial services which we
offer and to be & market which offered potential for profitable expansion and
cross-selling opportunitics, We were therefore delighted te announce in
September the establishment of o new joint venture life assurance company with
une of Scotland’s major life offices, the Scottish Equitable Lafe Assurance Society.
Our balance sheet has been strengthened by the issue of U.S.$200 million
non-cumulative prek. ence shares and the capitalisation of revaluation reserves,
together with loan capital issues of U.8.8650 million. As a result our capital
ratios comfortably exceed the requirements of both the Bank of England and the

Bank for International Settlements in Basle,

%c directors have recommended a final dividend on the ordinary shares of
4.8p, which, toge:lier with an interim dividend of 2.4p, will give a total for the
year of 7.2p {1986—G.0p), an increase of 20 per cent. on the previous year, Over
the past five years the ordinary dividend has grown at a compound annual rate
of 17.3 per cent. compared with a compound annual inflation rate of 5.1 per
cent., reflecting the sustained strong performance of the Group and the board’s
policy that sharcholders should continue to benefit from the Group's
achievements. Once again, at the annual general meeting, we intend 1o seek

approval to offer new shares in fieu of the cash dividend.

%c last twelve months have seen a robust performance by the world’s
industrial economics and a marked upturn in world trade, A number of'the
highly indebted countrics have benefited, but to an insufficient extent to resolve
their difficult long term problems, This buoyancy of the world economy has
brought with it inflationary pressures which have resulted in a global tightening
of manctary policy, here has also been a pereeptible improvement in the
U5, current account deficit in the last year, an encouraging trend which, it is
hoped, will continue, gl-c United Kingdom, however, has performed less well
with output failing te keep pace with the rise in domestic consumer and
investment expenditure, There has also been a marked increase in bank lending
and a rapid risein inflation which peaked at around 8.5 per cent. during the
summer. This has been accompanicd by a widening of the current aceount deficit
which mayapproach £20 billion this year, This deficit cannot be sustained for long,
and a substantial contraction in domestic expenditure will be necessary toreduce it
The increase in bank base rates is part of this process although a protracted
period of such rates will preduce a marked slowdown in economic activity and a

reversal of the decrease in unemployment, 6onsumcr spending has been

ke Regal SBark of Srottamd Sroup
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Sraternent by thoe Cloairmar

Continued

slowing down wiile the housing market has eased, producing a similar trend in
new personal borrowing. High interest rates are also affecting the corporate
sector, which now has a significant financial deficil and there is likely to bea
recluction in investment over the short term. Several segments of this sector have
nevertheless performed well to date, in particular the mechanical and clectrical
engineering industries. The oil indusiry has demonstrated a willingness to invest
following the stabilisation of the ofl price. The outlook for this industry looks
encouraging ancl this is impartant for the well-being of the Scottish economy
which generally Ias had a reasonably satisfactory vear. «Qfs we move into a
new deeade, it is reassuring to see much of UK. industry preparing itsclf for the
advent of the single European market. The current priority for domestic policy is
to come to grips with the immediate problems of inflation and the balance of

payments deficit.

;1 sBOARD ANDEXEGUTIVE ™./ -
“fince my last annual statement three new directors have joined the board, In
early February, following our alliance with Banco Santander Group, Don Emilio
Botin, their chairman, joined our board as did Mr George Grahoys, the
president and chief executive officer of Citizens Financial Group, following our
acquisition of that company. Their contributions to our deliberations have
aiready been of great value, ®n 15t October 1989, The Rt. Hon, George
Younger was appointed a director, after a long and distinguished career in
politics and government culminating in mare than six years as Secretary of State
{or Scotland and, laterly, three years as Secretary of State for Defence. We are
delighted to welcome him to our board and his contribution in the years ahead
will, I am surc, be invaluable. <t the annual general meeting three of our
long serving non-exccutive directors will be retiring, M J. C. Roger Inglis,

Mr Norman Quick and The Rr, Hon. Lord Thatason of Monificth,
%gcr Inglis is currently our longest serving director, having joined the
board of the former Royal Bank of 5 - stiand in 1967, He joined the Group board
in 1985. As one of Edinburgh’s mast distinguished lawyers he has served us well
on a number of board commitices and is presently chairman of the property
committee and a member of the audit commirtee. Mrman Quick joined the

board of Williams & Giyn's Bank in 1978 and the Group board in 1983,
following the merger ofour two clearing banks. He has served as chairman of the
audit committee since the merger in 1985 and he has guided this important
committee with skill and undersianding over an important period in the Group's
development. We are delighted that despite his other commitments, he will be
remaining on the board of The Royal Bank af Scotland for the present.

L(‘ﬁ"cnrgc ‘Thomson joined the board of the former Royal Bank of Scottand in 1977
after a distinguished carcer in journalism, politics and government, and, latterly,

as an EEC commissioner in Brussels, This appointment to our board was

§The Royal LBank rg‘ivf’awﬁmdqﬁwgo
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Statorner by the Claivmarn

Continusd

his first on returning 1o this country, an event of which we arc proud. His help
and advice wo the board, particularly as our political adviser, has heen
considerable and 1o me personally as a wise counsellor and friend over the
years. %‘nll three of these retiring direetars whe have carried out their duties
on the board in an exemplary and dedicated way, we extend our warmest thanks

{or all they have done, They will be greatly missed.

r@ur ability to continue to broaden the Group’s geographic base and expand

the range of financial services which it offers, can only be achieved with the
comntitment of our stafl. Similarly, in today’s increasingly competitive
¢nvironment, the need for companies 1o provide a friendly and efficient service

is of paramount impartance. Here again, our stafl have a vital role to play.

%c success of the Group over the past year has been achieved through the
sterling cfforts of all our staff'and in recognition of this your directors have
decided that all participants in the Group's profit sharing schemes should
reccive a special cash payment equivalent to 2+1 per cent. of their salaries.

1 wald like to offer my sincere thanks and those of my board colleagues to all of

them for their efforts.

S an ever-changing environment we must be prepared constantly to change
not only in response to the needs of our customers but also to manage change in
anticipation of their needs in the future, During the coming years, we intend to
broaden our horizons by building on our existing international operations. In
Europe, 1996 will see a further strengthening of our alliance with Banco
Santander Group and, with 1gge firmly in mind, we intend to extend our
European operations should the right opportunities arise. As mentioned earlier,
Citizens Financial Group will be used as the base for the expansion of our
presence In the U.S. retail banking market, especially in New England.

I hilst the slowdown in the U.K, cconomy will make trading conditions
difficult in the coming year, I am confident that the exciting developments
planned for the Group, will provide a sound basis for future growth and that we
will continue to consolidate our position as one of the leading U.K. financial

services groups with our unique asset of having our headquarters firmly

hitoed )

established in Scotland.

2gth Nov~mber 1689

7% Rogal Bank of Srorlamd Sronp
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Report by the Shroup %‘/z/za/ Grecutive

T GROUT RESU

In the year to goth September 1989,
the Group’s operating profit reached
the record level of £336.5 million. This
satisfctory operating performance
together with a 26.7 per cert. increase
in total assets to £27.4 billion refleets
the achievement, this vear, of our aim
to assure our sharcholders of steadily
growing returns into the future,
Additional exceptional provisions
of £108.3 million in respect of lending
to nine rescheduling countrics have
been charged to :he profit and loss
account as an exeeptional item. The
Group's medium and long term expo-
sure to these countrics totals £1g1.8
million and there is an additional
£57.0 illion of interbank and trade
facilities. The exceptional additional
provisions result in total specific provi-
stons of £186.2 million in respect of
thes# ~ommitments and we oelieve
that there should be no need for
further exceptional provision. in the

future.

Profit contributions from the
Group’s six main operating subsi-

diaries were as follows:

1969 1988

PN — SR .. W ..

‘The Royal Bank of

Scotland 2894 272.0
Charterhouse 53.4 35.1

Citizens Financial Group 22,1 —
RoyScot Finance Group* 241 27.8
Direct Line Insurance 8.1 $0
Captial House 1.2 {2.1)

*includes A, T, Mays

The level of operating profit
achieved by The Royal Bank of
Scotland represented an increase of 6.4
per cent. over the previous year. Net
interest income increased by 17.8 per
cent. reflecting continued growth in
lending volumes and the impact of
higher base interest rates throughout
the year. Term loans grew significantly
and overdrafts have also shown good
growth in rccenr months. Average
mortgage balances were 37°1 per cent.
higher than last year although laterly,
growth has slowed following the dawn-
turn in demand. The deposit mix
continued o change to more expensive
deposits following the introduction of
interest paying current accoums. Itis
pleasing to report that these accounts
have been a marked success with bal-
ances now in excess of 1300 million,
Guld Depasit Account average bal-
ances grew by 66.1 per cent. over the
past vear to almost £1.3 billion, Com-
mission and fee income increased by
11.8 per cent., with good growsh in
service charges and facility fees,
Operating expenses increased by 180
per cent,, notably as a resuh of the

e Rogal Bank of fottand Sronp
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re-introduction of a pension fund
charge arising from the application of
a new accounting standard. The
“normal* bad and doubtful debt
charge was £13.5 million higher than
the charge for the previous year.

At Charterhouse, an excellent
performance saw profits for the year
increase by £18.3 million. Most areas
of the buniness contributed 10 an
underlying 22.0 per cent. improve-
ment, These included the capital
markets division and corporate finance
department of Charterhouse Bank
where healthy performances produced
higher fees and other income.
Additionally, Charterhouse Develop-
ment Capital maintained its impress-
tve recard of profitable investment
activity and Charterhouse Tilney has
returned to profitability having sub-
stantially inereased its research eapa-
bility, Other operating income bene-
fited {rom the receipt of profits,
deferred from an carlier vear, from
the Charterhouse sharcholding in
Distillers.

The acquisition of Citizens Finan-
cial Group was completed on 16th
December 1988 and its perfermance in
the period o 3cth September 1989
bears very favourable comparison with
its competitors in the New England
ares of the U.S.A., given the impact of
reduced inerest margins atising from
the prevailing high interest rate
environment. Profits in the post-
acquisition period amounted to
1.5.835.8 million, swhich translates to
£22.1 million, and this provides encou-

ragement for the future.
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Repout by the Ghroup Glotef Srecutive

Ina year of difficult trading condi-
tions, RoyScot Finance Group contri-
buted £21.5 million t our operating
profits. Although business levels
remained strong throughout the year,
the effect of higher interest rates had
an unfavourable impact on most of the
subsidiarics in this division. The
recent considerable investment pro-
gramme to consolidate various funy-
tions and subsidiaries, however, leaves
RoyScot well placed in its highly com-
petitive marketplace. A. T. Mays con-
tinued to expand its branch network
and, in a poor year for the travel
industry, achieved an operating profit
of £2.6 miilion.

Direct Line Insurance had an out-
standing year with a 102 per cent.
improvement in profits. Both motor
and creditor insurance recorded good
increases compared ta last year, the
former benefiting from a mild winter.
The houschold insurance business
continued to develop and, while not
yet profitakle, we arce confident of its
long term prospects, A higher level of
investment income was earned on
funds deployed in the money markets
as a result of the higher level of
interest rates,

The confidence in the prospects of
Capital House we expressed last year
was rewarded with the expected return
to profitability. There was healthy
growth in fec income with a rising
level of funds under management
during the year which now stand at
£2.6 billion,

Continued

C PINHALEMUNTATTON O
" GROUP STRATEGY

Our purpose as a Group is to create
shareholder value by actively
managing a complementary set of
financial businesses to meet customer
needs in both personal and corporate
markets. The core elements of our
strategy are: the development of cross-
sclling opportunities between different
elements within the existing Group
and the broadening of our horizons by
targeted expansion of our financiat
services base and geographical spread
into new markets and businesses
through which we can build significant
inter-relationships.

We have chosen this strategy for
two reasons, First, the necds of our
customers are increasingly complex
and can best be met by drawing on the
resources of the Group as a whole,
rather than simply on the resources of
onc company. Secondly, by building
inter-relationships between new and
existing parts of the Group, we can
broaden our income base and increase
the contribution from fee income. We
can also reduce hitherto near total
dependence on the U.K. cconomy
through profitable expansion of over-
scas operations and thus increasc our
return to sharcholders during a period
when our markets are becoming
increasingly compcetitive. We believe
that this strategy is the best way for
the Group to add value 1o its subsi-
diaries and so ¢nhance the return to
sharcholders and the service to cus-

tomers.,

Ttoe Ropol Bank of Seodand Soep
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During the past year we have
implemented a number of major ini-
tiatives in suppore of this strategy.
Internationally, through the develop-
ment of our alliance with Banco
Santander Group and the completion
of the acquisition of Citizens Financial
Group, we are now positianed to serve
a wider clientele and are actively
investigating further opportunities in
both Europe and the U.S.A, We have
continued to expand The Royal Bank
of Scottand’s branch coverage in

England, while simultancously devel-

¥

R R e

oping our tele-marketing capabilities

through Direct Line Insurance and the

A

consumer banking division of the
Bank.

Our alliance with Banco Santan-
der Group and our life assurance joint
venture with Scottish Equitable Life
Assurance Society are major advances
in the development of our strategy.
Both offer the prospect of combining
services and methads of delivery to
meet customer needs more effectively.
As a result, we will shortly be in a
position to offer an integrated hame
finance package tu Jur personal cus-
tomers by drawing on the resources of
The Royal Bank of Scotland for fund-
ing, of Direct Line Insurance for home
and contents insurance, and of the new
Joint venture life company for life
assurance cover, Similarly, by using
Banco Santander’s A, T.M. network
and the newly-created link between
our data processing systems, The
Royal Bank of Scotland is unique
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Repost by the . Cﬁzoz¢9 (%’/zzé% GSrecutive

amongst UK., banks in offering our
customers access from Spain to their
accounts in the United Kingdom. In
forging our alliance with Santander
and our insurance joint venture we
have diversified into new markets
which offer the prospeet of significant
complementary relationships with our

core businesses,

BALANCE SHEET STRENGTH
The continuing expansion of the

Group’s business both at home and

overseas is dependent on the size and

strength of its capital base, With this
in mind, therifore, we obtained
approval at an exwraordinary general
meeting in August 1989 1o issue non-
cumulative preference shares denomi-
nated in both sterling and 1.8, doll-
ars, We have already taken advaniage
of the more favourable conditions in
the U.S.A. to raise $200 million in
dollar preference shares and in so
doing we became the first company
registered in Scotland to obtain a
listing on the New York Stock
Exchange. We have the flexibility 10
make further preference share issues
cither in the U.S.A. or the United
Kingdom. Qur balance sheet was
further strengthened by virtae of the
three for two share issuc in September
1989 following the eapitalisation of
certain of the Group's revaluation
reserves, These steps, together with
the loan capital issues totalling
U,5.5650 million which we made
during the year, have enabled us to

incrensc cur capital without secking to

Continued

raise additional funds from share-
holders; and this continues to be our

policy.

FUTURE AIMS
While remaining firmly committed to
our home market in the United
Kingdom, we shall continue to explore
international opportunities arising in
the major developed markets of the
world, Particular emphasis will be
placed on the development of our
alliance with Banco Santander Group
in Europe and on the expansion of our
retail banking activities in the New
England States of the U.S.A. through
Citizens Financial Group. The devel-
opment of new and shared techno-
logies will continue to be a priority
with a vicw 10 increasing profitability,
providing new marketing systems and
facilitating new product development,
Our ultimate aim is to maximisc
the quality of service 1o our customers,
the returns for our sharcholders and

the job sadistaction of our employees,

L REVIEA
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PERSONAL FINANCIAL SERVICES IN THE
UNITED RINGDOM

The core business of The Roval Bank
of Scotland comtinued to prosper
during the year despite the more difii-
cult trading conditions, An important
development was the launch on 15t
March 1989 of an interest paying
current account, backed by a major
press and television advertising cam-
paign. This new account has been
instrumental in attracting 2 significant
number of new customers and has also

% Rogat SBank: of Seotland Group
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been well received by existing cus-
tomers, The Bank’s branch network
in the United Kingdom has continued
to expand in England into areas
identified as offering profitable oppor-
tunities. New branches have been
openced at Loughborough, Milton
Keynes, Trure, Hanley, Maidenhead,
Stencleigh and Clifton, Bristol, Work
is progressing on a Jurther 15 branches
with most of these anticipated 10 open

by the end of Seprember 1990, An

.additional significant property devel-

opment in the Bank was the purchase
of 18.4 acres of land at South Gyle,
Edinburgh in January of this vear.
Planning perinission has been granted
for develaping this site as a new
administrarive building and work on
the first phase, which will extend to
around 300,000 square fect, commen-
ced in July. Tt is expeeted that this
building will be ready for accupation
by July 1992 and will accommodate
over 1,300 staff to be relocated from
other less suitable premises in
Edinburgh.

The Bank’s mortgage book conti-
nued 10 grow over the vear as a whole,
despite the high mongage rate and the
decline during the lauer part of the
year in the demand for moerigages, The
Gold Deposit Account has continued
1o be pepular with customers, and the
enhancements made last year to that
account and the Premium Account
have ensured that the Bank’s high-
interest savings accounts continue to

compete effectively in the marketplace,




Child & Co., London's oldest bank,
was re-launched durlng 1989
under its traditional " Marygold"
symbol as the Group's private
banking arm.
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. Diract Line Insurance
complated ansiher

The Royal Bank of stage inlis
Scotland introduced progress by
an interest paylng ‘ opening a
cqrrent account ﬁa reglonal olfice
with a number of in Glasgow.

attractiva features
which made it very
competitive In ims
important se¢tor of
banking services.
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Capital House has
seen a healthy
arowth In fea
income and ils
lavel of funds
under management
has increased,
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During the year, Child & Co.,
Bankers was re-launched as the Bank's
privar » banking arm, Based at No. 1
Flect Street, London, Child & Co. has
a tradition stretching back over 4oo
vears of providing a high quality per-
sonal banking service to discerning
clients, Child & Co, will continue to
develop and refine its individual style
of private banking to look after a wider
selection of personal, professional and
corporate clients,

Direct Line Insurance, which pro-
vides motor, household and creditor
insurance products, has progressed to
become the largest exclusively direct
insurer for motor and home insurance
in the United Kingdom. The volume
of insurance underwritten continues to
grow rapidly and, for the second suc-
cessive year, not only was an under-
writing profit made on the motor
account but with vet a further reduc-
tion in the operating ratio. The com-
pany, which has a significant customer
database of its own, broadens the
overall Group customer database and
provides additional opportunitics for
the cross-selling of financial services
and products among other companices
in the Group.

The year under review has been
one of rapid change in the provision of
plastic card ser ices. In responding to
these changes, The Reval Bank of
Scotland has launel.ed i 8 own Visa
credit card to give customers a further
choice in the methods available to
them of payment for goods and ser-
vices. The Bank, in conjunction with

Contloued

other banks, continued to develop the
Switch debit card scheme, which is
now a major payment system within
the United Kingdom. In addition, the
launch of its new multi-function card,
Highline, which provides cash dispen-
ser, cheque guarantee and electronic
payment facilitics by usc of a single
card, has been well received, The
Bank also played an active role in the
inaugural service of national EfiPos
(electronic funds transfer at point of
sale) which was launched in three
separate locations during September
1989. The Style credit card operation,
managed by RoyScot Financial Ser-
vices, continued to expand into
northern England and it is planned to
continue the phased expansion of this
business to give eventual nationai
coverage. As a Group, we shall conti-
nue to develop our range of plastic
card products, to seize new opportuni-
ties and to meet the needs and
demands of our customers.

In what has been a difficult trad-
ing year for the provision of iravel
services, A, T, Mays has continued 10
expand its network 10 almost 300
branches, conselidating its position as
the fourth largest of the high street
travel agents. With the assistance of
our Group services company, Royal
Bank Group Services, A T, Mays is
now carrying out an upgrading of back
office systems which will further
increase efliciency,

A number of technological devel-
opments arc in hand and these are
aimed primarily at enhancing the

opportunitics for the eross-sclling of
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services among the operating divisions
of the Group. An example of this is the
exciting new customer-operated
information unit, with an interactive
video-screen, which is based on com-
puter programs developed by a team
within the Group services company.
These units, which have been installed
at a number of locations within the
Group, provide customers with accur-
ate, up-to-date information on a wide
range of Group products such as per-
sonal loans, mortgages, motor and
houschold insurance and travel offers,
Following the success of a pilot
Phoneline scheme, which utilises
speech recognition techniques, a
nationwide scheme is now being devel-
oped to enable personal customers of
The Royal Bank of Scotiand to deal
directly with their banking business
through ordinary telephone handsets.
Many additional facilities have
been provided to branches of the Bank
to enable them to handle the increas-
ing workload resulting from the intro-
duction of new products and services.
This work has included the introdue-
tion of database technology o provide
the branches and head office functions
with the information required to assist
them in serving customers cfficiently,
A further techuological develop-
ment was the availability fromy 15t July
1989 of a facility for Royal Bank of
Scotland customers to withdraw cash
from their accounts through a number
of Banco Santander’s cash dispensers
in Spain. In addition, Banco Santan.

dec isswed Cashline-sivle cards to its
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student customers for use in our Cash-
line network on visits to the United
Kingdom.

While uncertain stock market con-
ditions and persistent adverse investor
sentiment were in evidence throughout
the year, Capital House Lnvestment
Management continued to develop its
high quality investment management
services. In particular, (wo new pro-
ducts, PEP Capitaliser and the
Smaller Companies Trusy, were
launched during the year, The new
Capital Housc Assct Management
Portfolio service for investors of
£10,000 to £100,000, has been very
successiul, artracting nearly £6 million,

Our stockhbroking service, provided
by Charterhouse Tilncy, has continued
t0 increase its regional coverage both
organically, through the opening of
new office in Aberdeen and the
recruitment of an additional sales team
in London, and by the acquisition of
the Peterborough office of Buckmaster
& Moore, As a result of this expan-
sion, Charterhouse Tilney has gained
new clients with an aggregate portfolio
value af approximately £250 million.
Charterhouse Tilney also provides a
share dealing service for customers of
The Royal Bank of Scotland.

The Royal Bank of Scotland conti-
nues to provide a suceessfl exceutor
and trustee service and will be intro-
ducing s computerised personal tax-
ation advisory service in advance of
the introduction of independent wax-
ation in April 1ggo. Our new fife
assurance joint venture with Scoutish
Equitable Life Assurance Society will

result in the Bank Lecoming an

Continuwsd

appointed representative of the joint
venture carpany for the purposes of
the Financiai Services Act, It is
expected that this change in our
polarisation stance will also cnable us
to m ket the investment products of
Capital House direct to customers of
The Royal Bank of Scetland. This has
not been possible hitherto because of
the Bank’s status as an independent
intermediary. Independent advice will,
however, still be available to those of
our customers who require it through
a separate company, Royal Bank
Insurance Services, which will conti-

nue to operate largely as before,

FINANCIAL SERVICES FOR CORPORATE
CUSTOMERS IN THE UNITED KINGDOM

All of the divisions in the Group
invglved in the corporate sector have
placed emphasis on the broadening of
their client bases to ensure growth in
profits and increased fee-based
income.

The Royal Bank of Scotland has a
long tradition of serving the banking
needs of corporate customers in all
sectors of the market. In particular,
the Bank is commitied to helping
small businesses become established,
to expand when and where appro-
priate and to survive temporary diffi-
culties. To emphasise its commitment
ta small businesses, the Bank has
produced a zo-minute business
information video titled “Planning for

Profit” which complements its range of
p i
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business information booklets.

Royline, The Royal Bank of Scot-
Jand's desk top banking system jor
the business customer, continues to
increase its clfent base at a steady rate
and a significant feature has been the ¢
number and quality of new business
customers atracted to the Bank in
order to take advantage of this service.
A number of enhancements and new
facilitics are planned for Royline over
the coming years. These develop-
ments are aimed at strengthening the
Bank's relationship with the business
community and providing the service
required by business customers direct
to their own offices, where it is of most
us¢ to them.

The Bank has also introduced a
new credit card transaction handling
service calied Roynet. Roynet will
allow retailers to deal with the Bank
for all Visa, Access, Mastercard, Eure-
card and Switch transactions which
will be of great benedit 10 the many
retail customers who accept credit
cards and at no extra cost to them.
Roynet will be particularly useful for
handling the new Switch electronic
debit eard. It is anticipated that some
ten million Switch cards 'will be in use
by the end of 198g and they will be
accepted through over 30,000 retailer
terminals,

Charterhouse Bank’s corporate
finance department was very active

during the year in support of existing

and now clients incleding News Inter-
national and Ladbroke Group. The
department also assisted its clients in a
number of rights issues including two
by Queens Moat Houses for a total of
£204 million. In all, the department




Royline, Thu Royal Bank
of Scolland's deasktop
banking system, has
continued to Increase s
clien! base, Furthey
enhancements to the
System are p'ainod for
tha future

Charterhausa Bank "
advised Plaxton Group
plc on its succasstut
acquisition of Henly's
and on treasury
managesmeant, and
provided
subordinated
capitat tor
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was invelved in 8g transactions
totalling E2,g billion.

Charterhouse’s range of services to
the corporate customer has also been
enhanced by the setting up of a new
syndications unit within the corporate
banking division, This division pro-
vides a highly sophisticated debt
financing service, specialising in
property and acquisition financing. In
a growing number of transactions it
has assisted corporate finance and
development capital clients by arrang-
ing, structuring and syndicating senior
and mezzanine debt.

The Group’s capital markets
division in Charterhouse Bank has
completed its first full year of trading
at a profit, trading actively in the
capital markets and advising a wide
range of corporate and institutional
cussomers, of both Charterhouse and
The Royal Bank of Scotland, on
exchange rate and interest rate lied-
ging, capital structuring, cash flow and
treasury management. The division
has developed sophisticated techniques
for climinating risks involved in dom-
estic and cross border acquisitions and
financial structures designed to maxi-
mise value to shareholders, Corporate
customers have welcomed the manner
in which the division has worked
closely with other divisions of Charter-
house and the Group. Tts approach
has been narticularly cffective in
bringing together the mix of services
and resources available from the
Group in addressing customers’
requirements. The care taken in
identifying the tax, accounting, legal

Gontinusd

and regulatory implications of scrvices
provided for corporate finance direc-
tors and treasurers has proved impor-
tant in building stronger relationships
with customers,

Charterhouse Development
Capital has successfully raised a
second £200 million buy-out fund and
has now closed its original £t00 mil-
lion buy-out fund. Investors in the new
fund comprise leading institutions
from around the world including
Japan, the United Kingdom and the
U.S.A.

In the year under review Charter-
house led the buy-outs of ABI Cara-
vans, Oyez Siationery, Tyzack and the
refinancing of MFI, Tyzack was a
listed company, and Charterhouse
Development Capital worked closely
with the corporate finance department
within Charterhousc on this ransac-
on. It is the combination of Gnancial
advisory skills, provided by the various
divisions of Charterhouse Bank, and
the investment skills and capacity of
Charterhouse Development Capital,
whieh has enabled Charterhouse to
maintain its position as one of the
market leaders advising and investing
in management buy-outs,

Charterhouse Development Capi-
tal also continued to invest in a large
number of smaller management buy-
outs and buy-ins and ether unlisted
companics including Addison Design
Consultants and Fountain Forestry,
Duriag the ycar, some 50 invesimems

were made, towlling over £85 million.
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Within RoyScot Finance Group,
RoyScot Corporate Leasing provides
specialist funding for major U.K. com-
panies in the finance of fixed assets.
The value of assets financed increased
significantly during the year with con-
tinued suecess heing seen in the air-
craft industry, an example being the
investment in 4 consortium company
with other major lessors and British
Airways, to finance British Airways'
replucement 747 flect. Support was
also provided to industry in manufac-
turing and distribwion and to the
leisure industry through the Aonach
Mor ski development near Fort
William, Commcreial instalment
finance tor vehicles, plant and equip-
ment is provided by RoyScot Trust,
which wrote record levels of business
again, and opened new branches
during the year in Cardiff, Hull, Hick-
ley and Kilmarnock, reinforcing the
company’s emphasis on the speed of
service to local business communities.
RoyScot Drive provides fleet vehicle
management services, including
vehicle funding, location and acqui-
sition, maintenance, administrativn
and disposal. A substantial restruc-
turing of the company teok placc
during the year to match its
heightened market share and profile.
RoyScot Factors, providing n full
range of cash flow management ser-
vices, continued to attract new cus-
tomers and market share and against a
background of sluggish retail spend-
ing, RoyScot Financial Services
entered into agreements with major

retailers for the development of its
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Siyle credit card and continued the
growth of its ewn-brand card business.
In serving the corporate com-

munity, Charterhouse Tilney has
increased its corporate brokerships
from 23 to 36 during the past 12
months, all in business sectors in
which Charterhouse Tilney has a
specialist rescarch capability. Cor-
porate broking activity was ata record
ievel during the year and included the
successful completion of Charterhouse
Tilncy’s first contesied takeover bid as
sole broker acting for Anglo United in
its £478 mitlion acquisition of Coalite.
Service (o institutional clients was
enhanced by the recruitment of seven
new teams of high quality analysts,
extending coverage to around 6o per
cent, by value of the FT All Skare
Index. Charterhouse Tilney's internit-
tional department provides a high
guality research service an medium
sized Freneh stocks, and has also
recently strengthened s U.K. equitics
team scrving European institutions.
Capital House provides quality
pension fund management experiise
for institutional clients and The
Royal Bank of Scotland continues to
have a major presence in the murket s
company registears and as unit trust
trustees. Although volumes of work in
the registrar’s department have not
returned 10 pre-1g87 levels, there has
been high activity in the ficld of capital
operations work with a heavy involve-
ment in company mergers, rights
issucs, cmployce share schemes and

serip dividends.

Continued

INTERNATIONAL BUSINESS

Our internationat business has devel-
oped during the past year in linc with
our sirategy of targeting opportunities
in Burope and north-castern America.
This will euable us to maximise the
benclits of the single unificd European
market planned for 1992 and to sceure
a foothotd in the important 115, finan-
cial marketplace, the world’s largest
banking market, thereby broadening
our sources of profit and geographic
eapability.

The acquisition of Citizens Finan-
cial Group, completed in December
1988, was an impaortant siep towards
acliieving growth and long term profit
ambitions in what is a major world
cconomy. It has a strong deposit base,
a high quality loan portfolio, earnings
growth potential, good munagement
and no exposure to rescheduling cous
trics or Lo energy-related loan busi-
ness. 1t is well placed for expansion
and we arc committed to developing
Citizens as a Aagship to lead the
expansion of our U.S. banking services
for personal and corporate customers.
Citizens prides itself on the quality of
service provided 1o its customers and
continues 1o develop and enhance its
full range of services which inciude
deposit products, trast services, retail
tending, a comprehensive range of
mortgage products, credit cards, auto-
mated banking and corporate banking.
A priority has beeit the maximisation

of technalogy transfer opportunitics
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between Citizens and other Group
subsidiaries and arrangements are in
hand for The Royal Bank of Scotland
e supply international services to Citi-
zens' customers, This will provide
Citizens with an international edge. In
addition, tangible beneftts have
alreacly been seen for Citizens’ funding
operations as a result of its hecoming
a subsiciary of the Group. The
Royal Bank of Scotland’s opcrations in
the U.S.A. once again produced
excellent results and the executive
vice-president of the Bank's northern
Ameyican operations as elected ©
the board of Citizens with a view t0
ceacnting closer relations between the
Bank and Citizens,

1t is now just over one year since
we announced our alliance with Banco
Santander Group with a view 1o meet-
ing our objective of providing a
gervice in Ewrope to our UK. cus-
tomers with interests abroad wad
generating profit from indigenous cus-
tomer bases there. The alliance has
made considerable progress during the
year and has provided us with the
capacity to be in the financial markets
in Spain, Germany and Belgium. Asa
result, a range ol attractive opportuni-
tics, in which we would otherwise have
hiad no opportunity to participate,
have come our way. ‘To meet our aims
for devclepment of the alliance we are
in the process of establishing a jointly-
owned subsidiary, Royal-Santander
Financial Services SA, 10 provide
assistance for either British customers

looking for opportunities in Spain or
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Spanish customers looking for oppor-
tunities in the United Kingdom, This
company will have offices in Madrid
and the Costa del S0l which can
provide valuable practical advice on
business and financial matters, acting
as the initial point of contact in the
co-ordination of the ful] range of ser-
vices offered by both banking graups,

In Germany, the Jointly-owned
CC-Bank’s strategy has been to con-
centrate on the consumer credit
market in which it is already well
established. This strategy has been
further refined to targer specific niche
tnarkets in conjunction with other,
complementary, Iocal organisations.
During the year, our other joint invest-
ment with Banco Santander Group,
Credit du Nord Belge was renamed
CG-Banque Belgique. A number of
asdanions have been made to the senior
management of this bank and a stra-
tegic review has been undertaken to
ensure effective use of resources and
identification of target markets.

On 315t July 198g, The Royal
Bank of Scotland (Gibra.ar) opened
for business. Jointly owned by both
banks and managed by The Royal
Bank of Scotland, the new bank pro-
vides a wide range of offshore financial
products and services to the expatriate
community in southern Spain, Por-
tugal and Gibraitar. It is also able to
meet the needs of loca! residents and
the prospect of @ new bank with the
strength of two major banks in their
respective countries behind it has

Continued

attracted many approaches from both
customers and potential customers and
much valuable business js already
being transacted,

A further feature of the develop-
ment of the alliance has been co-
operation between the development
capital arm of Charterhouse and
Ban o Santander de Negocivs, the
merchant banking subsidiary of Banco
Santander Group, in raising funds for
Vista, an investment company, for
which it is intended thag £25 million
be raised. In addition, Charterhouse
and Banco Santander de Negacios
have also jointly invested in the
£14.5 million management buy-in
of Cuallade SA, the Madrid-based
parceis-delivery service,

Charterhouse has expanded signi-
ficantly its network of international
relationships by closely linking its
investment eéxpertise and capacity with
a customer needs driven advisory ser-
vice. Access to new markets and to the
corporate finance opportunities which
will arise from them is given by
Charterhouse’s assaciation with a
number of respected financial groups.

In Germany, Charterhouse, along
with Nomwura, GE Capital and a
number of other major institutions,
has taken a minority stake in Mau-
schka Gruppe, a leading independent
non-bank financial services group
whose activities include corporate
finance, development capital and
investment management. In Italy,
Charterhouse has formed an alliance
with Basinvest SpA, a merchant bank
formed by Banco de Sicilia, the eighth

Fhe Rogal Bork of eotlond Gronp
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largest bank in Italy, Basinvest’s
activitics include direct investment,
mergers and acquisitions and capital
markets® finance,

These new alliances, together with
the close relationship which Charter-
house enjoys with Banco Santander de
Negocios, continue the expansion
started in 1988 when Charterhouse
formed development capital joint ven-
tures in Sweden and France. Charter-
house has been active in the develop-
ment capital industry in France for
some 15 years, through Uharterhouse
Associates which manages FF700 mil-
lion of funds and has invested in some
80 companies, and DEJI, a FF400
million investment company in which
Credit National, Elf Aquitaine, Parfin-
ance and a number of other leading
French institutions are investors. Basi-
nvest, Matuschka, Banco Santander
de Negocios, Credit National and
Alven, the joint venture Swedish
investment company, are ail founder
limited partners with Charterhouse in
Charterhouse European Partners
{CEP), a £100 million fund, which will
be managed by Charterhouse, for
investment in corporate restructuring
throughout Europe. All the founder
limited partners have themselves com-
mitted capital and will provide CEP
with vital links into Europe's national
markets,

In the US.A,, Charterhouse's
recently expanded corporate finance
office continues 1o work closely and
profitably with Gharterhouse Group




The Royal Bank of Scotland’s
operations in the L.S.A.

A new headquarters produced excellent results,
I3 belng built at Closer relations are being
Pravidence for the cemanied between Citizens
recently acquired and the Bank, <
Cltizens Financlal ‘a . L § R it & .

Group, the Group's
flagship in the

U.S. retail banking
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The Group's estab-
lished video confer-
encing link between,
Edinburgh, London
and Manchester was
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The official opeming of
. The Royal Bank of Scotland
1 (Gibraltary in Seplember
was a significant step in
the alhance with Banco
Santander
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- in tho summer of 1989,
Royal Bank of Scottand’s
customers werg able to with-
draw cash from their accounts
by using Banco Santandes
cash dispensers n Spam,
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The Group’s traditional
support for the Edin-
burgh International
Festival was parsticu-
farly approprialg in
1989 as it joined with
Banco Santander 10
bring the Festival its
first traditional
Spamish ‘zarzueia’,
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International (CHUSA), its associate
company, which has been making
equity-related investments, primarily
in leveraged buy-outs, since 1973,
CHUSA has to date acquired 27 com-
panics with a total aggregate purchase
price of U.S $850 million. During the
vear, it has also successfully raised a
new cquity fund of U,$.$265 millien in
- which Charterhouse is a major parti-
cipant.

The Royal Bank of Scotland, in
addition 10 its other international
eperations, has traditionally been
highly regarded in the field of global
correspondent banking and, in order
to build on its excellent reputation in
this area of activity, a new branch,
dedicated solely to providing a high
quality service to loreign correspon-
dent banks, was opened in London in
the early spring of this year, This fully
co-ordinated service, which was pre-
viously provided from a number of
locations in the United Kingdom, has
proved to be successful in attracting
new accounts from a variety of hanks

in a highly competitive market.

Continued

The shipping industry has recoy-
cred well from recent depression and
this has cnabled The Royal Bank of
Scotland to capitalise on its long his-
tory of uninterrupted involvement in
this market by cxpanding business in
terms of both lending and deposits, A
high level of profitability was
achieved in this sector during the
financial year,

During 1989 we have zlso placed
additional impertance on the develop-
ment of cur services for the expatriate
community as the need increases for
international private banking products
provided from an offshore location,
International private banking services
are now avallable from locations in
Jersey, Guernsey, Isle of Man,
Switzerland, Hong Kong, Singapore,
the Bahamas and Gibraltar. An inter-

national private banking office, head-

e Rogal Bank of Qfaﬂfdfld-,(ﬁm”;u

22

quartered in London, has been estal-
lished by The Roval Bank of Scotland
and this will be respensible for devel-
oping high quality personal banking
and financial counselling services for
offshore customers. Development of
the international private banking busi-
ness will be undertaken in close co-
operation with Capital House whose
discretionary investment management
service will be an integral part of the

full range of services on offer.

We shall continue to develop our

existing successful markets and to
target new areas for future growth,
both within the Urited Kingdom and
overseas.

Above all, we aim to be different
from our competitors by providing a
service which is scen by our customers
to be better, friendlier and more com-
petitive and which also produces a

maximum return for our sharcholders.
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Cost to incowe ratio
PERCENTAGE POINTS

1

a7
Gy

(4]

1985 1986 1987 ag88  agBy

This ratio is eonsiantly monitered, both on a
Group and a divisional basis. Costs and
income have betn gffected by a pumber of
Jactors in recent years. However, the abore
graph depicts what we believe 1r be the true
underlving trend in this importut ratia.
Prafils ariting from property safes, iwhick
were significant in 1986 and 1987, have
beens excluded while expenses in 1987 and
1668 have been adjusited fo incorporaie a
pension fund charge. Finally, figures for
A T, Mays have been exeluded as, in
comneen with all travel agencies, it has a
very high cost to income ratio and this
distorts the overall Group position.
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PERFORMANCE RATIOS

Analysis of income
£MILLION

TR0 b
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1585 1686 187 1588 1580
B ol income & Other operating
© Nutinterestincome  incomie

Total incame showed a very encouraging
23,7 per cend, growoth in 1989, increasing to
£1,102.6 mitlion. Volume growth was the
major farlor in a 20.9 per cenl, increase in
nel interest income with average inlerest
earning assets growing by 20.4 per cenl.
This arose in all areas of the Gronp with
abeut 7 per cent. attribuiable to the
acquisitian of Citizens Financial Group.
Higher interest rales were also a significant
JSactar with average bast rate 3.9 per cent.
higher than in 1988.
An impressive 23.8 per cenl. increase was
achieoed in other operating intome. Good
growth was evidend in: banking fres,
particulnrly service eharges and facility
Jees—foreign exchange and arbitrage
income—corporale finante fees and
Srokerage commission wwithin
Charterhouse—a first time contribution from
Cilizens Finaneinl Group—insurance
undeneriting profiis at Direct Line
Insurance—uvacel commission in A, T.
Muys,
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Underlying {;re-mx veturn on
average lotal assels
FERCENTAGE POINTS
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Adjusting for the distorting faclors identified
in the cost fo income 1atio, the under{ving
retum on lolal asvels shows @ mordest
downlurn this year from 1,40 per cenl. lo
1,37 per cent, The acguisition of Citizens
Financial Group had an effect on the return.
Alihough £1.9 billion was added to the
Group’s balance sheet, the acguisition was
Junded by berrowing and as a resull there
was little impact on the Group’s profits.

Uneerlying pre-tax relurn on
average equity
PERCERTAGE POLNTS
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The cbore figures are again based on
underlying profit figures. This ratio is
regarded as one af the ker profit measures
and, accordingly. considerable importance is
placed o the improving trend evident since
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BALANCE SHEET ANALYBIB

Analysis of deposits by type
£ BILLION

3t

23.2

1985 1986 1987  19BB 1989
O Current accounts & Wholesale deposits
Retail deposits B Currency deposits

Tolal deposils increased by 25.9 per cent.,
Jrom £18,439 million to £23,219 million,
Intesestofvee current aceounts were £20g
miflion lower than last year. This was due
fo the iniroduction of interest paying current
accounts in The Royal Bank of Seotlond,
The new account, balances on which are
included in retail deposits, has proved
exiremely popular and over £300 miltion had
beert taken by 3oth September 198y, a
significant proporticn of whick 1presents
‘new’ money lo the Group.

In addition to benefiting from interest
paying current accounts, relatl deposils
reflect strong growth from the competitive
Gold Deposit Account, giving orerall growth
of 33,7 per cent,

IWholesale deposits include eustomer bid
diposils whick have also shown good growth
in the year. As a result, the increase in
markel funding has been modest,

OF the £2,426 miflion increase in fir.eign
currency deposits, £1,653 million was
attributable to the acquisition of Citizens
Financial Group.

Tie Regpal Bank of Sootlond Groop
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Analysis of advances
EBILLION

10

. =mm B

1985 1086 1687 1988 1089

B Manufacturing O Financial and
& Agriculture, property
construction O} Services
and other O Personal
B Overseas

Good growth was achieved in ofl categories
of advances lo customers, Lending to
corporale customers increased by 24.8 per
cent, with demand for both overdraft and
derm loan, facilities being particularly strong,
House purchase lending at 30th September
1989 was 19.7 per cent, higher than at the
same date last year although growth has
slowed following the downturn in demand.
Other personal lending continued lo be
strong.

Querseas lending more than doubled due to
the Group’s expansian n the U.S.A. and it
now const.iutes 17,6 per eent, of total
adrances lo customers,




Capital ratios
PERCENTAGE POINTS
1
o 10,0 100
0 /,\/_'_‘
- 8.
8.5 75 7
6 71 71
R
B.
6 58 9 x9 50
59 T e,
53
3
o
1085 1986 1987 1988 1089
& Total capital & Primary capital
A Equity

(1) Equity: lotal assels, where equity is
share capitalreservestminority inferests. .
(2} Primary capital: total assets, where
primary capital is equity+ithe general
provision fur bad and doubtful
debts+undated loan capilal.

(3) Tutal capital base: total assels, where
total capital base is primary capitaltdated
loan capital.

The visk asset and capitcl ratios on this page
are also used to measure the adequacy of the
Group’s capital base and are closely
monitored by management. Since 13t Oclober
1588, the Group’s equity increased by £141.0
million despite the additional exceplional
provisions for rescheduling country debt.
Howeter, lotai assets increased by £5.7
biltion causing a fall in the equity o tolal
assels ratio lo 5.2 per cenl, Nevertheless, the
ratio s af a very comforiable fevel,

Stmmancial Rewvdow

CAPITAL ADEQUACY

Capital base
£ BILLION

2.0

A —— [ -

18 1986 1987 1988 1089
@O Sharcholders'funds 0 Undated loancapital
i Dated loan capital B Cher

During the year, we have significantly
sirengthened our capital base, whick now
ttends at £2.7 billion, We have raised
U.8.5200 million of preference share
capital, U.8.8¢00 million of undated locn
capital, and U.S S250 million of daled loan
capital (see pages 31 and 33).

Thus, despite the edditional exceptional
provisions for rescheduling couniry debt, the
capital base shows considerable strengih,
feaving us well placed for the future,

The Rogal Bank of Sottad Bros
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Risk asset ratio
PERGENTAGE POINTS

PR .
Sept1g88  MarigSp  Septig8g

B Tier 1

B Total risk asset ratio

The strength of the Group's capifal base is
highlighted by the risk assel ratio. At 7.0
per cent. for the lier 1 ratio and 12.8 per
cent. for the total risk asset ratio, the ratios
compare very favourably, both with other
U.K. banks and with the eeceptable
minimurm ratios of 4.0 per tenl. and 8.0 per
cend. respectively.
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SHAREHOLOERS’ RETURNS

Net asset value per ordinary share

PENCE
259
. 4 a0
Earnings per share 184
PENCE 196
40
150 ’
5 - 14%
124
su 204 wo
i
0
Dividends per share
PENCE
14:3 8 o
10 1985 1986 1987 1988 1980
* At orcopialiation bt
& Since 1985, there has beent a sleady increase
o i1t the net asset value per share, reflecting the

policy of making sufficient retenticas 1o

g8y 1986 ob7 1088 1989
support futnre balance sheet growth,

Adjusad  for enpitalivation Ertar, 4
@ Belore exceptional items
0 After exceptional items
Excluding the additional exceplional ) ) Share price per ordinary shave
protisions for rescheduling country deb, : PENCE
carnings per share showed o steody growth 59
with an improvemerd of 9.7 per eent.
[t is also notavarthy that the eamings per 0 200
share figure for 1559, after the exceplional s 1086 1087 1088 \g8a
itam, is nevertheless higher than that reported At fr ot 167 174
Jor eachs year with the exception of 1988, vo

Tie board of direclars is recommending & ? .

Sfinal dividend of 4.8p per share, bringing / 13t t

total dividends to 7.2p per share for the year. 100 107

The proposed 20 pet éenl. Increase gives a

compound growth rate of 17.5 per cenl. since

s985 and continues the growih pottern of 0

recent yenrs. In the same period, anrual

inflation has grown at the compound rate of

5ot per cent Underlying dividend eover HY ] o

comfortable gt times. Even allowing far the o 1086 1987 1998 108

excaptional provision, dividend cover is a PSS —

respectable 2.8 times, i

The share price of the company’s 25p

ordinary shares has more than regained the
e e e s highdenls saophod pROFD the stock marksd
collapse in Oclober 1987,

§7he Royol GBank of Srorand Shroup
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Stve Year Financial Summany
19858 1988 19087 1080 1909
£m gm £m £m £m
Profit before exceptional items 166,3 184.5 274.2 400.2 336.5
Exceptional {tema —_ — 77.0 — ro8.3
Profit before taxatinn 166.3 184.5 197.2 300.2 228.2
Taxation 71.6 65.3 68.1 115.1 Bo.7
Profit after taxation 94.7 trg.2 126.1 1941 1475
Earnings per 25p ordinary share*
before exceptional items 14.3p 16.6p 25.3p 26.8p 29.4p
after exceptional items 14.3p 16.6p 18.cp 26.8p 19.9p
Dividends per 25p ordinary share* 3.8p 4.9p 5.1p G.op q.2p
Dividend cover {times}) 2.7 3.9 3.5 4.5 2.8
£m £m tm £m £m
Issued share capital 72 72 72 73 18g
Reserves 810 886 979 1,197 1,222
Sharcholders’ funds 882 958 1,051 1,270 I,41I
Minority interests 3 3 5 8 8
Dated loan capital 338 357 345 637 286
Undated loan capital — 247 215 207 462
Capital resources 1,225 1,562 1,616 2,122 2,667
£bn £bn tbn £bn tbn
Decposits and customers' current accounts 13.2 144 16.6 18.4 2g.2
Advances to customers and other accounts 10.7 11.0 12.6 13.7 19X
Total assets 15.0 16.6 19.1 217 27.4
Bank branches 878 864 856 857 905
Other branches 49 51 61 342 894
Average number of employces 17,718 18,609 19,557 23,174 26,550
Avcerage base rate 11.8% 1na% 10.2% Ga% 13.2%

*Earnings and dividends per 25p ordinary share have been adjusted to show the effects of the capitalisation issue in
September 1g8g.
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Charles Milne Winter
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Henry Edward Forley
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o SExecutive SDnectorn

Perer BaLrour (age 68) vice-chairman, is also chairman
of Charterhouse ple. He is president of the Scouish Council
Development and Industry and has a number of other
divectorships including British Assets Trust PLC.

Str AusTIN PEARCE (age 68) vice-chaitman, is chairman of
Oxford Instruments Group plc and a director af Jaguar
PLC, Pearl Group PLC and Smiths Industries plc. He was
formerly chairman and chief exccutive of Esso Petraleum
Company Limited and was chairman of British Aerospace
PLC until his retiral in 1987, He is also a member of the

Pane! on Take-overs and Mergers.

Lorp AlrLiE (age 63) is Lord Chamberlain of The Queen's
Houschold. He is chairman of General Accident Fire and
Life Assurance Corporation plc and, until 1984, was
chairman of Schroders ple, the London merchant

banking group.

Don EnuLio Borix {age 55) is chairman of Banco de
Santander, $.A, He is a director of a number of Spanish

companies.

Str Ronv Dutsie (age 61), a chartered accountant, is
chairman of Britoil plc and a former chairman of the
Scottish Development Agency and isa director of a number
of public and private companies. He is also chairman of
Capital House Investment Management Limited.

(Member of the audit commiteee.)

Ian GRANT (age 50) is managing director of Glenmaoriston
Estates Limited and is chairman of Pacific Assets Trust ple.
He is a director of a number of public and private

companies.

Carnon Gaetc (age 64) is chairman of Horace Clarkson
PLC and a former chairman of the Baltic Exchange in

London.

Ancus GROSSART {age 52) is chairman and managing
dircctor of Noble Grossart Limited. He is chairman of
Edinburgh Fund Managers PLC and Scottish Investment
Trust PLC and his other public directorships include
Alexander and Alexander Services Inc. (U.S.AL), Globe
Investment Trust plc, Hewden-Stuart plc and Scottish
Television ple.

{Membser of the audit committce.)

ArtsTair HamiLTON (age 64) is joint senior partner in the
Glasgow firm of solicitors, McGrigor Donald, and is a past

president of the Law Society of Scotland,

Rocer Incuis {age 64) recently retired as a senior partner of
Shepherd & Wedderburn W.8., solicitors, Edinburgh. He is
chairman of British Assets Trust PLC and has a number of

other directarships.

{Member of the audit committee,)

Jummy Janes {age 54) is a trustee of the Grosvenor Esiate,
London, He is a director of Sun Alliance Insurance Group
plc and is a past president of the Royal Institution of
Chartered Surveyors,

Noruman Quick (age 67) is chairman of Quicks Group ple
and he is 2 member of the Court and Council of the
University of Manchester.

{Chairman of the audit committee.)

Tim SHaKeRLEY (age 55) is chairman of Provincial Group
PLC. A former pariner in Sheppards & Chase, stockbrokers,
he has a number of other directorships.

(Member of the audit committee.)

Str Apas TromsoN (age 63) is chairman and chief executive
of Gold Stag Limited and was formerly chairman and chief
executive of British Caledonian Group ple. He is chairman
of the Institute of Directors and also deputy chairman of
Martin Curtie Pacific Trust PLC.

Lonp TroMsoN (age 68) is a former chaivman of The
Independent Brondeasting Authority. He was an MP,a
government minister and a European commissioner: His
other directorships include Imperial Chemical Industrizs ple
and the Woalwich Equitable Building Society.

Grarce Younger (age 58) isa Member of Parliament and
Privy Councillor. He was a government minister having held
the offices of Secretary of State for Defence and Secretary of
State for Scotland.
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Raport of the Dnectsrs

The directors have pleasure in presenting their report together with the audited accounts for the year ended soth
Scptember 1989,

FROFIT ANE DIVIDENDS
The profit attributable to the ordinary sharcholders of the company amounted to £147.1 million as sct out in the consolidated
profit and loss account on page 37.

Half-yearly dividends on the cumulative preierence shares and an interim dividend of 2,4p* per ordinary share were
paid on 31st May and 1gth July 1989, respectively, totalling £18.6 million.

The directors have declared the dividends for the halfiyear ended goth September 198 on the cumulative preference
shares, which will cost £27,000, and now recommend that a final dividend of £.8p per ordinary share be paid, absorbing £36.1
million. If this recommendation is approved by the sharcholders at the annual general meeting, the retajned profit for the year
will amount (o £g2.4 million.

*Adjusted for the effects of the capitalisation issue in September 1989.

SCRIP DIVIDEND ALTERNATIVE

Over 13,500 sharcholders and more than 4,300 members of staff participating in the staff profit sharing scheme clected to
receive a total of 1,2 million ordinary shares in liew of cash in respect of the final dividend for the year ended goth September
188 and the interim dividend paid on 1gth July 1989. Sharcholders are to be offered a similar choice in respect of the final
dividend for the financial year ended goth September 1989 and details are contained in the separate letter to shareholders

concerning the additional business o be transacted at the amnual general meeting.

ACTIVITIES AND BUSINESS REVIEW

The company is a holding company co-ordinating the activitics of its subsidiary companies which are engaged principally in
providing a comprehensive range of banking and other financial services. The statement by the chaivman and the repoct by
the group chief executive on pages 6 10 22 inclusive contain a review of the business of the Group for the year ended 3oth
September 1989, of recent events, and of likely future developments,

ANNUVAL REFORT ON FORM 20-F
An annual report on Form 20-F is being filed with the Securitics and Esxchange Commission in the U.5.A. and copies will be
available on request to the Secretary. Much of the derailed financial information therein is shown in the accounts and

subscquent financial analyses.

CORPORATE STRUCTURE
Details of the principal subsidinry companics of the company are shown on page 6.

On 16th December 1988, the company acquired the entire issucd common stock of Citizens Financial Group, Inc., a
United States regional bank holding company, based in Rhode Island, for 3 purchase price of U.8.830.50 per common share,
valuing the whole of the issucd common stock at U.8.5440 million.

ORDINARY SHARE CAPITAL

During the year, in addition to the shares issued in licu of cash dividends mentioned above, the ordinary share capital of the

company was increased as follows:

{a) by the issue to Banco de Santander, S.A, of 7,574,944 fully paid ordinary shares on 29th November 1988 at 355.8p per
shace in connection with certain ageeements entered into with Banco Samander Group;

{b) by the issue to the trustees of the siaff profit sharing (share ownership) scheme of 703,222 fully paid ordinary shares on

tgth January 1989 at 339.87p per share;

7% Rogal SBarmi of Seottond Groyp
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Continued

{¢) Dy the issue of 689,044 fully paid ordinary shares on 3ist May 1989 at 385.0p per share I connection with the purchaze
of a further tranche of shares in A, T, Mays Graup PLC, whereby the company’s interest in A, T, Mays Group was
increased to 75 per cent.;

{d) by the issue of 2,328,574 fully paid ordinary shares on goth June 1989 at 379.0p per share in connection with the purchase
of the remaining shares in A, T. Mays Group PLC following the exercise by the vendors of the pus uption granted to
them in the relative sale and purcliase agreem;ﬁt; und

{e) by the issue of 450,090,273 Sully paid new ordinary shares on st September 198g to the holders of ordinary shares in the
proportion of three new ordinary shares for cvery two ordinary shares held at 318t August 198g in consequance of the
capitalisation of £112,747,568.25 standing to the credit of the company’s revaluation reserves. Approvai of the
capitalisution of reserves and the increase in the company’s authorised ordinary share capital t¢ £260 million was given
by sharcholders at the extraordinary general meeting of the corpany held on goth August 1985,

Derails of the current authorised and issued ordinary share capital are shown on page 50.

NON.CUMULATIVE PREFERENCE SHARE CAPITAL
At the extraordinary gencral meeting of the company held on goth August 198g, shareholders gave apnrovai to the creation by
the company and issue in appropriate market conditions of up to:
(a) 200 million non-cumulative sterling prefevence shares of £1; and
{b) 16 million non-cumulative dollar preference shares of U.8.30.01,

On 14th September 1989, 8.0 million Serics A non-cumulative dollar preference shares of U.S.50.01 were issued by the
directors at U.S.$25.00 per share, Details of the cuzrent authorised and issued non-cumulative preference share capital of the

company arc shown on page 50.

ALLOTMENT OF SHARE CAPITAL

At the exeraordinary general meeting of the company held on 30th August 1989, resolutions were passed which gave the directors
power to allot the unissued shares of the company and which superseded the resolutions passed at the annual general meeting
held on 12tk January 1989, That power will expire at the date of the forthcoming annual general meeting and accordingly
similar resolutions will be proposed to renew that power for a further year at the annual general meeting: the resolutions

are contained in the separate letter to shareholders in respect of the additional business to be transacted at the annual

general meeling.

SUAREHOLDINGS

The company has been notified of the following interests in its shares as at 3oth November 168g.

% %
held held
Ordinary shares: Preference shares:

Banco de Suntander, S.A, 9.90 11 per cent. cumulative:
Kuwait Investment Office 6.19 Guardian Royal Exchange ple 25.07
Prolific Group plc 6.28

5% per cent. camulative:

Buseztt-Patrick Securities Limited 10,35
Guardian Royal Exchange ple 20,25
Provincial Insurance PLC 22.83

The Rogal SBank of Seotland SGaoup
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Report of the Diectors

Continued

Notification has been received on behalf of Mr A, W. R, Medlock and Mrs H. M, Mzdlock that they each have an
interest in the holding of 5% per cent. cumulative preference shares registered in name of Bassett-Patrick Securities Limited
noted above and that there are further holdings of 3,050 and 2,500 shares, respectively, of that class registered in each of

their names.

LOAN CAPITAL

On 23rd February 1989, RBSG Capital Corporation, a wholly-owned subsidiary of the company, issued and sold in the
U.3.A,, U.8.8250 million 10% per cent. guaranteed capital notes due 2004 at a price of 99,25 per cent, of the principal
amount of the notes, raising a total of U.8.8245.2 million, Payment of principal and interest is guaranteed on a subordinated
basis by the company. The net proceeds of the sale of the notes were on-lent to the company on a subordinated b~ ~ and were
used to repay a portion of short-term borrowing from The Royal Bank of Scotland plc incurred to finance the acquisition of
Citizens Financial Group, Inc.

On 24th August 1989, the company issued and sold U.8.$400 million undated floating rate primary capital notes ata
price of 100 per cent. of the principal amount of the notes, raising a total of 11.8.$381.5 million. Tke notes have no final
maturity date. The net proceeds of the sale of the notes were used to repay a portion of short-term borrowing from The
Royal Bank of Scotland plc incurred to finance the acquisition of Citizens Financial Group, Inc. The remainder of the net
proceeds were on-lent to The Royal Bank of Scotland plc on a subordinated basis.

Details of outstanding iszues of loan capital are shown on page 45

DiReCcTORS
The present members of the board of directors are named on page 28,

Mz G. Graboys was appointed a director of the company on 3rd February 1989, Don Emilio Botin was appointed a
director of the company on 4th February 1989 and Mr G, Younger was appointed a director of the company on 1st October
t98g. In accordance with the articles of association, they will retire at the annual general meeting and, being eligible, they
offer themselves for reappointment. )

The directors retiring by rotation are Mr P. E. G. Balfour, Sir Austin Pearce, Lord Airlie, Mr J. C. R, Inglis,

Mz N. Quick and Lord Thomson. Mr J. C. R. Inglis, Mr N, Quick and Lerd Thomson do nat seek reappointment, but
Mr P, E. G. Balfour, Sir Austin Pearce and Lord Airlie, being eligible, offer themselves for reappointment.

REMUNERATION OF BIRECTORS
An ordinary resolution will be proposed at the annual gencral meeting to increase the ordinary remuneration of each director

from £7,500 to £10,000 per annum with effect from 11th January 1g9go.

DIRECTORS' INTERESTS
The interests of the direciors at goth September 198g in the shares of the company uare shown on page 34.

None of the directors held a beneficial interest in the loan capital of the company or its subsidiarics, or in the shares of
any of the subsidiarics of the company, during the period between 1st October 1688, or date of appointment if later, and

goth November 1989,

AUDIT COMMITTEE
The audit committee comprises Mr N. Quick (chairman), Sir Robin Duthie, Mr A. M. M, Grossart, Mr J. C. R, Inglis and

Mr C, F. E. Shakerley, all of whom arc nun-exccutive directors of the company.
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Ropot of the SDnectors

Contlnuad

EMPLOVEE INVOLVIMENT
The company and its subsidiaries encourage employee involvement by a process ol communication and consultation. This
takes the form of frequent writien communication with all members of staff by means of internal circulars and lewers and the
vegular distribution of a stall newspi.per. By these means, stafl are advised of major developments aflecting the Group as a
whole and are able to improve their awareness of the range of services available from the Group through its various operating
divisians. In addition, a number of videa films have been produced by the Group and the operating divisions for the
information and education of its staff,

Profit sharing schemes have existed since 1gBo which have included the opporunity to acquire shares in the company.

Share option schemes were introduced in 1986.

SHARE OPTION SCHEMES .
On and June 198g, options were granted over 65?3,750* ordinary shares at a price of 150.0p* per share under the company’s
exccutive share option scheme.

On 2nd June 198y, options were granted over 2,71 1,490* ordinary shaves ata price of 135.2p* per share under the
company's savings-related share option scheme, \ ’

At the annual general meeting on lgth January 1989, the dircclors were empowered to make minor changes to the rules
of the savings-related share option schemc'bf,rn\{idcd that no amendment affects the basic structure of the scheme. Certain
amendments to the rules have been made in cuhsequence of the Finance Act 1989 by the directors in exercise of this anthority.

* Adjusted for the clfeces of the capitalisation fssue in Scplql;.ribl:r 1489,

STAFF
The weekly average number of persons cmployed by the company and its subsidiaries in the United Kingdom was 24,378 and

their aggregate remuneration for the year amounted to £301.8 million.

CHARITABLE AND OTHER CONTRIBUTIONS

The total amount given for charitable purposes by the company and its subsidinries during the year was £1,008,500.
Adcitionally, contributions anounting o £305,683 were made by the company’s Community Fund to support organisations
which improve the quality of lifie for individuats within the community, enhiance Or Constrve the environment, or preserve the

national heritage.

CLOSE COMPANY FROVISIONS
The close company provisions of the Income and Corporation Taxes Act 1970, a3 amended, do not apply to the company and

there has be 1 no change in this respect since 3oth September 1989,

AUDITORS
The avditors, Delottic Haskins & Sells, have indicated their willingness to continue in office, Resolutions to reappoint them

and to authorise the directors to fix their remuneration will be proposed at the annuatl general meeting.

By order of the board.
Secretary

Edinburgh

goth November 1989

T SRogenl Stk of Seotturnd. Ghronp
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Directors Interests in Shares

13t Gctobar 1988
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The above interesis in the ordinary sharcs were all held benelicially.

Sir Michael Young-Herries had a non-heneficial interest in 10,636 ordinary shares at goth September 1989 and 4,255
ordinary shares at 1st October 1988*,

Mr P, E. G, Balfour and Mr M. V. Blank. as trustees of the stafl profit sharing share schemes of Charterhouse Bank
Limited, Charterhouse Development Capital Limited, Charterhouse Tilney and the former Gharterhouse Invesiment
Management Limited, had a non-beneficial interest in 585,554 ordinary shares at goth Scptember 1980 and 171,894 ordinary
shares at 1st October 1988%. Sir Robin Duthic and Mr C. M. Winter, as trustees of the staff profit sharing share scheme of
Capital House Investment Management Limited, had a non-beneficial interest in 14,420 ordinary shares at goth September
1989 and 3,768 ordinary shares at 1st October 1688%.

No other director bad an interest in the ordinary shares during the year.

*Imerests at 1st October 1488 are stated before adjustment in respeet of the capitalisation issue in September 1989.

PREFERENCE SHARES

Mr Al M. Hamitien held a beneficial imerest in 180 11 per cont, cumultive preference shares of the company at joth
September 19ty and at st Ociwher 1988, Mr G, Graboys held a heneficial interest in 2,000 Series A noi-cumulative dellar
preference shares of U.8.S0.01 cach of the company at otk Seprember 1589, No other director had an interest in the

preference shares during the year.

“There hias been no change in the directors® interests in the shares of the company shuwn above between goth September 1989

and goth November 1gy.
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Slccournting Poticies

The accounts on PAZES 37 10 53 are prepared on the basis of the principal accounting policies adopted by the company and its
subsidiaries described helow,

The consolidated accounts are prepared in accordance with Part VI, Chapter I of, and Schedule 9 to, the Companics
Act 1985. The accounts of the company are prepared in accordance with section 228 of] and Schedule 4 10, the Companies Act

1985, As provided by section 228(7) of the Companies Act 1985, no profitand ¢ iceount is presected for the company.

1 ACCOUNTING CONVENTION )
The aceounts are prepared under the historical cost convention modified by the periodie valuations of premises and certain

investments,

)

2 Basrsor consovLaTiON X
The consolidated accounts deal with the accounts of the company, its subsidiaries and associates (the ‘Group’) made up to

oth September with the exception of certain subsidiary companies where accounts are made up 1o oth Jun: io avoid undue
1 )} P

delay in publication of the Group’s accounts. Audited management accounts are used, with the permission of'the Depariment

e v

of Trade and Industry, for certain subsidinry companies.

companics in which the company owns dircetly or indirectly more than 50 per cent. of

N

Subsidiary companies are thoss
;

the voting capital, The Group accounis for subsidiaries by consolidzting fully their assets, liabilities and resuits for the year -
and by showing separately the interests 6[‘minority sharcholders therein. All inter-company balances and transactions are
climinated from the consoliciated statements. ‘ E

Investments in associated companies are accounted for by the equity method and ate stated in the consolid;atlcd balance
sheet at the investing company’s share of their net tangible assets. The investing company’s share of the results of associated
companics is included in the consclidated profit and loss account, For this purpose, the latest available audlited accounts are

used together with unaudited interim accounts where necessary,

3 RATES OF EXCHANGE

Forcign currency balances and results [rom overseas branches and subsidiaries are expressed in sterling at the rates of
exchange ruling at the halance sheet date, Exchange differences relating 10 trading are dealt with in the profit and loss
account; these arising from the application of closing rates ol exchange to the opening net assets of overseas subsidiaries are

taken to reserves.

4 Pension costs
In arriving at the operating profit, the costs of providing pensions are assessed and charged on a regular basis in accordance

with the advice of independent professionally qualificd actuarics.

5 LEASE INCOME RECEIVABLE
Income after taxation from finance leases is recognised over the primary period of the lease in proportion to the net funds
invested. Itis allocated 10 profit before and after taxation by applying the prevailing rate of corporation 1ax to the net income,

Income from operating leases is eredited o proftt and loss account on straight-line basis over the perivd of each lease,

& TaxaTion
Pruvision is made for tasation at current rates on the taxable profits and relief for overseas waxation is taken where
appropriate,

Certain uems of income and expenditure are accounted for in different periods for financial reporting purposes and for
taxation purpose. Deferred taxation is provided on the lability method in respeet of timing differences which are expected 10

result in a taxation Kability in the foresecable luture,

Thie Ryl LBarsk of Seottomd. Shoyp
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Sccounting Petictes

Gonthiued

»# PROVISIONS FOR BAD AND DOUETFUL DEBTS
Specific provisions are made against advances when, as a result of a detniled appraisal of the advances portfolio,;it is
considered that recovery is doubtful. A general provision is made a’gz}insl advances to cover bad and doubtful debts which
have not been separately identified but are known from experience o be present in any portfolio of bank advances, The
specific and gcncra'l)provisions are deducted from advances,

Prqyisioqs made during the year (less amounts released and recoveries of amounts written off in previous years) are
charged :;.\gainst profits, Where interest on doubtful advances is credited to the profit and loss account, provision is made as
appropriate. Advances classificd as bad debts are written off in part or in whole when the cxtent of the loss incurred has

been confirmed.

8 TRADE INVESTMENTS
Trade and other long term investments are included in the consolidated balance sheet at cost less amounts written off and
provision is made against the book value where in aggregate this exceeds currcnt valuation. Income is recognised when

dividends are received.

9 INVESTMENTS (OTHER THAN TRADE INVESTMENTS) .

Premiums and discounts on the acquisition of dated stocks are amortized over the period from date of purchase to date of
maturity and an appropriate proportion thereof is included in the profit and loss account. Such stocks are shown in the
consolidated balance sheet at amortized cost. 4 .

Investments, other than dated stocks, are included in the consolidated balance sheet at the lower of cost and market
value and, in the case of unlisted investments, at the lower of cost and dircctors’ valuation. Investments held for dealing
purposcs are included in the consolidated balance sheet at market value. § 4

Investmenis in subsidiarics and in associated companies are included in the balance sheels at the investing company’s
share of the net mﬁéihlc asscts. ‘

Profits and losses on sales of investments arc dealt with in the profit and loss account as they arise,

-

10 PREMISES AND EQUIPMENT
Freehold and fong leaschold buildings are maintained to the highest possible standard by regular expenditure charged against
op:¢rating profit, and accordingly aca not depreciated.

Short lensehold premises are amortized by cqual annual iestalments over the unexpited tzem of the lease.

Full professional valuations of presaises arc made periodically and any increase or deficit on revaluation is reflected in
fixed assets and reserves at that time. Any profit from the sale of revalued premises is calculated by deducting the revalued

amount from the nat proceeds,
Computers are depreciated on a straight-line basis over five years and other equipment over periods between four and

filteen yoars,

1z GoobwiLL
Goodwill arising on acquisiticns of subswliaries and associates, being the excess of cost over fair value of the Group’s share of

net tangible assets acquired, is charged against reserves in the year of acquisition,

e Royal LBank of Clevttand Soup
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Cornsolidated Poofit arnd Lsss Iecount

for the yaar endod 37ih Septembar 1639

e v

— — - — Note £m o Em ,{

Operating profit ' 3

. The company and its subsidiaries L 306.9 2779 i

Share of profits of associated companies , 29.6 313 I\t

Profit befare exceptional item 336.5 309.2 !
Exceptional item 9 108.3 —

e P ;

]

Profit before taxation 22B.2 300.2 x
Taxation , 2 8o.7 115.1
Profit after taxation ) ‘ 147.5 194.1
Minority interests ‘ 0.3 1.5
1472 192.6
Preference dividends 3 0.1 0.1
Profit attributable to ordinary shareholders L 147.1 192.5
Ordinary dividends 5 547 43.2
Retained profit ‘ 22 §2.4 149.3

Earnings per 25p ordinary share L8
before exceptional item 20.4p 26.8p*
after exceptional jtem 19.9p 25.8p*

*Adjusted to show he effects of the capitalisation issuc in Secptember 198g.
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| Bonsotidated SBatance Shect =
"‘ 81 30th Septembar 1989 | ﬂ "
1988 P
A . . _ - ~ Noto . Em £m '
) Assets employed:
: Cash and short-term funds - 7 6,322.9 6,351.1
s Collections on other banks T 402.1 420.4 !
QJ} Investments - * 8 7817 4813 "
3 Advances to customers and other accounts 9 19,0836 13,7545 ‘]
y - N i
] 26,600.3 21,0071
‘ Trade investments 10 60.4 10.t ' \
\ [nvestments in associated companies i 1 10%7.3 a7 ' )
) Premises and equipment 15 667.7 505.6 :
] ‘ 274357 21,0590 E
i’I Financed by: ' _
: Liak:lities :
¥ Deposits and customers’-current accounts 16 23,219-4 18,439.3 ’
Notes in circulation 538.1 487.0
Other liabilitics 17 1,011.6 611.6
24,769.1 19,537-9
Dated loan capital N 19 785.8 637.2
Undated loan capital L 20 462.3 207.4
Minority interests / 7.8 7.7
" Share ::apital and reserves
Issucd share capital 21 188.9 72.9
Reserves 22 1,221.8 1,196.8
1,410.7 ! fﬁ_q‘;;
27,4357 21,639.9
e -
o
Ia 2
Ghairman (/ '\'\/( AP et L -
- Pt
Vice-chairman C-&-dw(, T

S { S

Group chief executive
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kil




Fixed assets
Investments:
Shares in subsidiaries

Loans to subsidiaries

Current assets
Debtors:
Due by subsidiarics

Creditors

Batance Sheet - the Comparny

at 30th Septembar 1589

Amounts falling due within one year:

Creditors
Duc to subsidiarics

Current taxation

Proposed final dividends

Net current {liabilities)

Fixed aiscis less net current liabilities

Amounis falling due after more than one year:

Due o subsidiaries

Dated loan capital
Undated loan capital
Capital and reserves

Called up share capital

Share premium account

Revalvation reserve

Profit and loss account

Ghairman

Vice-chairman

Group chief execntive

cf;",) x\j \

ol o

A,

s e -

. i
A L
7% Royal Dark of Srollund Sioyp
0

Noie . A _Em

2,13 ’ 1,733.2

¥ 632.4

z,3€5.6

1.8

16.8

354
12.0
6.1

100.3

(88.5)

2,277.1

154-1

2,123.0

19 " z2r0.0

20 462.3

21 188.9
a2 263.0
22 934-4
a2 ‘ 244

1,410.7

2,128.0

1588
£m

L 90,7
3244

1,765-1

B
[

1]
e 2
G -
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Staterrert of Svence and. .kawz of Efuredly

for the year onded 30ih Septembor 1989

1988
T e e e i et e N . SO ,.
Source of funds A
Profit attributable to ordinary sharcholders " 147.1 1g2.5 '
Adjustments for items not involving movement of funds: o
Depreciation . 63.6 w 45.6 s
Retentions by associaled companies ‘ (9.8) (13.7)
Profit on sales of investments ‘ (12.9) (7.7) R
Exchange translation adjustments on loan capital ' 16.9 {12.7) \ 3;.
Other \ . : (5.4) . ;r
Funds gencrated by operations 200.0 205.1 "
Funds {rom other sources: ‘ . S 4
Disposal of trade investments and investment in associated companics 2.9 0.2 '/L
Disposal of premises and equipmen: . - 25.2 9.7 j;@
Loan and preference share capital issued o : 554.4 297.3 ;
Ordit ..y share capital issued ’ \\‘\\ 4b.2 8.2 ?
Other 2 3.8 Lo .
\\“\-\ ;
o n 8326 5215 X
Application of funds ;‘"@
Dividends paid ; ’ 46.6 38.5 ’;
Purchase of trade investments and investment in associated companics , 70.1 5.2 .
Investment in subsidiaries - 103.4 15.9
Purchasc of premises and cquipment 145.6 108.2 ]
Loan capital repaid ’ 44.5 0.2 i
Expenses of capital issucs ZX.1 43 ¥
Other N 44.0 9.5 i*
4758 181.9 : i
Increase in working capital (sce below) 3573 . 339.6 ]
832 6 52L.5 \
LT e e
Analysis of increase in working .apital: / :
Increase in advances to customers and other accounts 53329 1,162.0 ]
Increase in short-term lunds and investments RSZ 4 ,QOB 4 :i
5:580.3 2,370.4 i ;
Increase in deposits and other liabilities 55223.0 2,030.8 ! E
T e s '

e Rogel Barsk of Um/ézxzddﬁmv;z
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Qpter on the SHeconnty

t OPERATING PROFIT '

The operating profit of the company and its subsidiarics is stated afier taking account of the fellowing: 1088
£m Em

Income

Income from investments (other than trade investments) including the amortization of dated stocks:
Listed investments 59.9 39.0
Unlisted investments 8.5 3.0

Income from trade investunents:

Listed investments 0.5 0.1

Unlisted investments 2.8 0.4
Profit on sales of investments 12.9 77
Charges
Interest on deposits and other accounts . 2,041.6 1,170.0
Interest on loan capital ‘ 100.8 64.7
Hire of equipment 10.0 7ok
Operating lease rentals ] 21.3 18.5
Staff profit sharing schemes 15+3 14.9
Auditors’ remuncration [the company £43,300 (1988—£20,700)] / L 0.7
Depreciation: 4

Short leasehold buildings 1.7 1

Compaters and other equipment 52.0 5

Pension funds' costs;

The total pension charge for the Group in respeet of the year to 3oth September 1989 was £27.7 million (1988-~£3.6 mitlion),
ol which £22.9 million related to the pension seheme of The Royal Bank of Scotland ple {the *Bank™, £4.1 million 10 other
ULK. schemes, and Eo.7 million 1o overseas schemes, The increase in the pension charge arises as a result of the adoption of
Statement of Standard Accounting Practice No. 24—Accounting for pension costs, with effect from tst Octaber 1088,

The Bank’s pension scheme {the 'scheme?), which covers approximately 85 per cent. of the Group's U K. employees s
of the defined benefit type. The scheme is set up under trust and the assets of the scheme are, therefore, held sebarately from
those of the Bank. The pension cost relating to the scheme is assessed in arcordance with the advice of a qualificd aciary
using the projected unit method, It is ealeulated to spread the cost of pensions over the emplovees” expeeted working serviee
lives with the Bank and is hased on the most recent actuarial valuation of the scheme whicly was completed as at goh
Sepember 1988, at which date the market valuce of the scheme was £717 million. The principal assumptions used in the latest
aluation were that the annual eate of return on investments would be 2 prer cent. higher than the anaval increase in salaries,
and ¢ per cent. higher than the annual inerease in present and future pensions and the annual inercase in cquity dividends,
During the year to goth September 1989, a review disclosed that the actuarial value of the assets was sullicient to cover 118
per cent. of the benelits that had accrued to members, after allowing for expected tuture increases in carnings. The scheme is
funded using the same assumptions and actuarial method as described above. The surplus disclosed is being corrected by a
short-term suspension of contributions which is expected to apply untit goth Scptember rgga.

The pension schemes operated within Gharterhouse, Direct Line Insurance and A. T. Mays which cover approximately
15 per cent. of the Group's U,K. employees are similarly constituted and arc fully funded. The principal overseas scheme,
which is spansored by Citizens Savings Bank, is a defined benefit plan and is funded on a current basis in compliance with the

requirentents of the Employee Retirement Income Security Act in the US.A.

7% Rogal Bk of SKotland SGroup
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Continuai
z Taxation
The company and its : hsiciaries; 1868
e st e e e —_ . r o - - . - - ., —— . £ N &m
Based on the profit for the year:
U.K. corporation tax at 35 per cent. (1988-—35 per cent.) : 73.3 105.09
Relief for overseas taxation (*.8) {0.9)
Deferred taxation (ro.5) (+.7)
. 61.0 100.3
Overseas taxation ‘ 13.5 3.2
y : 74:3 103.5
Prior year items e (4.8) {o.7}
6g.5 102.8
Share of associated companies I1.2 12.3
8o.7 115.1
. T T e R
As a result of anticipated roll-over relief, no taxation has been provided in respect of profic on sales of business premises.
0 .
3 PREFERENCE DIVIDENDS ' 1888
T T T LT R - R -
On 11 per cent, (now 7.7 per cent, plus tax credit) cumulative preference shares 39 39
On 5% per cent. (now 3.85 per cent. plus tax credit) cumulative preference shares 15 i5
54 34

4 PROFIT DEALT WITH IN THE ACCOUNTS OF THE COMPANY

OfF the profit attribwtable 10 ordinary sharcholders, £61+6 million {1g88—£%52.2 million) has been dealt with in the accounts of
the company.

e Ropol Honk &f Seorland SGroup
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5 ORDINARY DIVIDENDS

Interim

Pruposed linal

olfotes on the SHecournty

Conllaued
1888
ppcrshare p per share
2:4% 2.0%
48 39"
72 G.0*

*Adjusted 1o show the effects of the capitalisation issue in September 168y,

6 EARNINGS PER MHARE

£m
18-6
g6-x

547

1888
£m

15-3
2748

Ea:nings per share have been ealeulated by reference to the weighted average of 740.3 million (1688—717.0 million} ordinary

shares in issue during the year, profit of £217'5 million (1988—£192.5 million) before the exceptional item, net of taxation

relating thereto, and profit of 1471 million (1988—£1g2.5 million) after the exceptional item. Fully diluted earnings per

share are not given as the dilution arising from options granted is not material, The weighted averages of ordinary shares in

issuc have been adjusted for the effects of the eapitalisation issue in September 198g.

7 CASH AND SHORT-TERM FUNDS

Coin, bank notes and balances with Bank of England

Monev at call and short notice
Bills discounted

Certificaies of deposit

8 INVESTMENTS

Listed investments:
British Government sccuritics
Orther iny estments listed in Great Britain

Investments listed clsewhere

Unlisted investments

Listed investments have bees valued at market prices and unlisted invesunents at directors’ valuation.

Book value ¥aluatlon
£€m £m
1894 181:g
B2y 1279
3787 376+
G50°6 686'5
I131'% 144'5
7817 8310

e SRoyal SBands of Seottand Srow
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£m

7369
4,781-6
5848
2196

63229

Beok value

RLRRS
66.8

181.3

1933
tm

721.%
5,029,2
3843
216.3

1988
Valuation
m
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cofates on the SHecowmty

12 PRINCIPAL SUESIDIARY COMPANIES

Continued

The principal subsidiavy companies a goth Seprember 1989, all of which are wholly-owned exeept where otherwise indicated and the capital
ol which consists solely of ordinary shares, are shown helow, The companies marked with an asterisk operate in the country of incerperation

or regisiration; the others operiie mainly in the United Ringdom,

Owned by the company:
T ue Royal Bank of Se~tand ple
Chavterhouse ple
*Citizens Financial Group, Inc,
RoySeit Finance Growp ple
AL T. Mays Group PLG
Direet Line Insurance ple
Capital House Tuvesument Management Limited
Royal Bank Group Services Limited

Owned by The Royul Bank of Scottand ple:
+*Associated Merchant Bank Fre Limiwed (64 per cent.)
RBS Trade Services Limited
Roval Bank Insnrat.ze Services Limited
*Royscot International Finance BV,
*The Roval Bank of Scntland AG
*The Royal Bank of Scotland {Gibraltar) Limied {51 per cent.)
*The Royal Bank of Scotland (Guernsey ) Limiteed
*The Royal Bank of Scotland (1O, XL} Limited
*['he Royal Bank of Scotland (Jeriey) Limied
*The Royal Bank of Scotland { Nussau) Limited
*Williuns & Glyn's (Nederland) BV,

Owned by Charterhouse ple:
Charterhouse Bank Limited

Charterhouse Development Capital Limited
Charterhouse Sccurities Limited

Owned by Charterhouse Development Capital Limited:
Charterhouse Business Expansion Fund Management
Limitedl
*Charterhouse S.\,

Owred by Charterhouse Securities Limited:
Charterhouse Tilney

Cwned by Citizens Financial Group, Inc.:
*Citizens Savings Bank
*Citzens Trust Company
*Fairhaven Savings Pk
“Ciull States Morigage Co., Lie,

Owned by RoyScot Finance Group ple:
Renal Bank Leashrg Limited

Rin Scot Factors Limited

RoySeot Finaneial Services Limited

Ren Scot Trust ple

Resy Scor Vehidle Contraets Limited

Owned by PoyScot Financial Services Limited:
Style Financial Serviees Limited

* Accounts madde up to 3oth June.

Nature ol
busingss

Banking

Holding company
Boaunk holding company
Holding company
Travel agents
Insurance

Investment portfolio and fund managers
Technology, property and related resources

Mereham banking
Confirming house
insurance broking
Finance raising company
Banking

Banking

Banking

Banking

Banking

Banking,

Finance raising company

Merchant banking
Provision of development capital
Holding company

Business expansion fund managers
Provision of development capital

Stockbreoking

Banking
Banking
Hanking
Morigage banking

Leasing and hire purchase
Factoring and invoice discowting
Holding company

Instalment fnancing and leasing
Holding company

Gredit card company

$The SRopal SBank: of Seotlend Sorp

Country of
incorporation
or =~ ~istratlon

Scotland
England
Englund
Scotland
England
England
Scotland

Singapore
England
Scouand

The Netherlands
Switzerland
Gibraltar
CGuernsey

Isle of Man
Jersev

Bahamas

The Netherlands

England
England
England

England
France

England

U.S.\
SN
U.S.A.
U8\

Scotland
Enghund
England
England
England

Scotland
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Continued
9 ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS 1508
i - ] ) Im £m
Advances 10 customers, less provisions 14,4164 1%,740.0
Placings with banks over one monti 2,980-8 1,871.1
Amounts receivable under finance leases 152477 1,006.5
Debtors and other accounts 4487 156.7

19,0936 13,7543

The cost of assets acquired during the year for the purpose of letting under finance feases and hire purchase agreemens was
£858'7 million (1988—LG6o8.6 million),

Provisions for bad and doubful debts and movements thereon in the year were: 1988
Spocific Gonoral Spacific Genoral
c e e - e - S fm
At 15t October 3673 507 305.7 449
Additions on acquisition of subsidiary company 2:4 M 0.} -
Currency transiation audjustment 4'9 o5 (4.4) {c.3)
0 - 3
Amounts written off S (65-0) —_ (55.7) —_—
Recoveries of amounts w+iten offin previous years 65 — 8.2 —
Charge to profit . nd loss aceount 734 12-4 931 G.:
Exceptional additional provisions charged 1o profit and
loss account - 108:g — — —
At goth September 4978 721 267.3 50.7
ST TTIY L smemme g, ]
Total provisions 56g-g 4180

Exceptional jtem;:

Additienal exceptionat provisions of £108+g million in respect of lending to nine rescheduling countries have been charged 1o
the profit and loss account as an exceptional item. This charge includes £1o-7 million in respect of realised losses on debt saies
and swaps, The Group's medium and long term exposure 10 these cotntrics totals £191+8 million and there is an additional
£37+0 million of interbank and trade facilitics, The exceptional additional provisions result in total specific provisions of £18Ga

million in respect of these commitments “nd we believe that there should be no need for further exeeptiona provisions in the

future.
The Group's exposure 1o these coutnries is summerised as follows: 1088
fm o ) tm
Mexico 118 , 1106
Brazil 728 713
Other Latin American countries 154 305
20649 213.4
Africa 388 543
Rest of the world 81 33.9
248-8 301.6
Exposure in U.S. dollars U.5.§4037m U.8.8509.0m
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¥otes on the SHecourts i

Conlinued !
OnryINARY DIVIDENDS d
5 1988 1988 !
R . o o ppershare . pporshare . £m
Toterish 24" 2.1* 186 153
Proposed final 48 3.9* 361 27.9
72 G.0* 54'7 45.2
*Adjusted to show the effects of the capitalisation issuc in Sceprember 198g.
6 EARNINGS PER SHARE
Earnings per share have been caleulated by reference to the weigtued average of 740.3 million (1988—717.0 million) ordinary
shares I issue during the year, profit of £217+5 million (1985—£1g2.3 million) hefure the exceptional item, net of taxation
retating thereto, and profit of £147°1 million (1988—£192.5 million) after the exceplionaj—i‘icrﬁ. Fully diluted carnings per v
share Ar€ nat given as the dilution arising from options granted is not material, The weighted averages of ordinary shares in oy
issue kave been adjusted for the effects of the capitalisation issue in September 1989. -~
o
» Castt AND SHORT-TERM FUNDS 1008
S O, .. SUCR
Coin, bank notes and balances with Bank of England 7569 7203 \
Money at call and short cotice . 47816 5,020.2 ;
Bijlls discounted 5848 38.4.3 @
Certificates of deposit - 2196 216.3 s
_ e 3
6,322+9 6,351.1 .
B N l§
1988 e
8 InviSTMENTS Book valuo Valuation Book valuo Valuation 'y
; - gm L c o L Em L
Listed investments; ,
British Government securitics 18y-4 1819 2ag. 221.6 )
Other investments listed in Great Britain 8a-5 127G to2.8 132.5 ‘
I
[yyvestments listed clsewhere 3787 3767 876 93.2
G506 6865 4145 44743
Unlisted investments 1311 144°5 66.8 72,3

781y 8310 481.3 510.06

Listed investments have been valued at market prices and unlisted investments at directors® valuation,

e Ropal Bank of Srottond Gronp
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Continved
13 SHARES IN SUBSIDIARIES
Movements during the year; tm
At tst October 1988 I,470.7
Additions 260-8
Net deerease in net tangible assets of subsidiaries (18:8}
Curreney transluion adjustment 20'5
At geth September 198 1,733°2
14 LoANS TOSUBSSDIARIES
Movements during the year: tm
At 15t October 1988 324.4 \
Additions : 269-7 '
Currency translation adjustment 83
At goth September 1o8¢ : 6324
Long Shon Computors
Frechold loaschold lozachold and ather
15 Presisrs AND EQUIPMENT piomisea premisas ™ promisos equipment Totai
e T . UL | Y - JER tmo, . ... :
At st October 1988 318.1 53,1 26.7 8334 731.3 Qo
Additions on acquisition ol subsidiary company 258 — 2 1573 4o
Additions ) aga o6 82 1076 1456 .
Disposals (37 (02) {0'3) (42°5) (46-7)
[ e Amam - s Ch AT T mw e dmerp—— o e —— . v N 2,
At goth September 1989 3694 535 375 4138 B74°2 '
%
Consisting oft \
At 1488 valuation 3164 52 7 — 3738 ;.
At cost 330 o8 32'8 4138 50074 '
3094 533 875 4138 8742 <
1
Accumulitted depreciation — —_ o 1975 2065 |
o T ” I3
Net book value at goth September 1989 gbgrg 535 285 2163 667y } T
-~ . o Yol T - - : P
1980 318, 53.1 20.5 173.9 505.6 | ;
!
Future expenditure: a8 % i
R tm ~ fm '\4
: : : 3
Contracts not provided for in the axcounts 20'2 14.5 N
Autherised by the direetors but not contencted for g6'9 32.7 Ly
o !
1R 7S 472 "
i
4
.“\i
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16 DEPOSITS AND CUSTOMERS* CURRENT ACCQUNTS

Continuad

1988
e - Im £m
Sterling current accounts 2,682-8 2,891.9
Sterling retail deposits 4:404°5 3,292.5
Sterling wholesale deposits 8,866'6 7:415.4
Foreign currency deposits and other accounts 72655 4:839.5
23,2194 - 18,439.3
17 OTHER LIABILITIES T 19;8
R e - e e M . - tm
Creditors and accrued expenses 6626 259.3
Taxation—current 1623 177.3
—deferred (see note 18) 1506 153.1
Proposed final dividends 361 27.9
no1x6 611.6
18 D'EFF2RED TANATION o ST
Provision has been made in the accounts for the amounts of deferred taxaion shown below: 1908
S e M tm
Short-termt timing differences (28-7) {2.0)
Capital allowances on computers and other equipment 182 16.5
Capital allowances on finance lease receivables 1958 175.0
Advance corporation tax recoverable (347 (37.3)
1506 153.1
Movements during the year:
At 15t October 1988 153.1
Charge/(credit) to profit and loss account:
curreat vear {10°5)
prior year b9
Other movements X
At goth September 198g 150'6
No provision has been made for the following potential amounts of deferred taxation: 1068
: i R - e el . Etm o fm
Capital allowances on computers and other cquipment o7 2,7
Capiral allowances on finance lease receivables 10'9 10.9
16 13.6

No provision has been made for the potential (axation liability which might

subsidiaries and associated companies, or of frechold and long leaschold promiscs being realised at their balance shes

arise 1 the event of any of the investments in

t values,

asit is intended that most ol the investments nnd premises will be retained on 1 long term basis; it is also expected that tax on
any chargeable gain which might arisc on sales of premises will be . vered by roll-over relicf.
e Reoyal SBurk of eottard. Groyp
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Continued

19 IDATED LOAN CAPITAL

T M AT N Mo @ T AT a2 e A e T cmrl x o wpeae ko e o e

The company
£200 million floating rate (minimum 5% per cent.) notes 2005

£50 million 8% per cent. notes 1994 with warrants to procure the subscription of 177 million
ordinary shares of the company

The Royal Bank of Scotland ple
£125 million 10% per cent, subordinated bonds 19g8*

[

Royscot International Finance B.V,

U.S.875 million 11% per cent. guaranteed bonds 1993 with warrants to subscribe for
up to U.8.$75 million 11%2 per cent. guaranteed bonds 1693* (repaid 15th November 1588)

U.8.874.2 million (1988—U.5.$62.8 million) 11% per cent. guaranteed bonds 19g3*
U.S.3200 million guaranteed floating raie notes 1g9g94/19g6*

RBSG Capital Corporation

U.5.3250 million 1o% per cent. guaranteed capital notes 2004%

Williams & Glyn’s (Nederland) B V.

U.S.$100 million 11 per cent. guaranteed bonds rggg*

Charterhouse ple

10 per cent, unsecured loan notes 1687/14y1

Citizens Financial Group, Inc,

U.5.$38 million g.4 per cent. senior notes 1995

.

*Loans unconditionally guaranteed by the company, ~

Interest on loan capital wholly repayable withia five years was £12+3 million {1988—£12.1 million).

20 UNDATED LOAN CAPITAL

s omwr.oiran. o AW B W T Kk TR R = . L . = e -

The company
U.8.5350 million undated primary capital floating rate (minimum 5 per cent,) notes

U.5.5500 million undated floating rate primary capital notes

Fhre Rogal Bawk of Seotlornd SGroup
1

TRl 1 T — TR i =

1988

—_— . M
200'0 200.0
500 50.0
1250 125.0
—_ 144
45'7 37.2
123'3 1nis
I54°C —_
61-6 50.3
27 2.8
234 -
#785-8 637.2
1988

S, U ..
2157 207.4
2466 _—
462'3 207.4
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N otas on the sfccounts

Continued
Non- Non-
cumulative cumulative
Cumulative dollar steriing
Ordlnary profersnce pre praforence .
. ahares of shares of shares of sharen of "
2 BHARE CAPITAL 25p anch £1 cach* 1 conteach £1 ench Totat
L o . fm - £m tm tm £m :
s e+ i e . . S :
Authorised 260.0 0.9 0.1 200,0 461.0 '
Allotted, called up and fully paid:
-
At 1st October 1988 72,0 0.9 —_ — 72.9
Issued under profit sharing (share ownership)
scheme and share option schemes 0.3 _ — - 0.3
Essued in connection with acquisition of |
vestments 2.6 — — — 2.6 j
Issued in lieu of cash dividends 0.3 — — — 0.3 .
Capitalisation issuc 12,7 — —_— - 112.7 '
Preference shares issued during the year - — 0.1 - o.1 ]
At goth September 198g 187.9 0.9 0.x —_ 188.9

*The cumulative preference shares of £1 cach consist of £0.5 million. 11 per cent. {now 7.7 per cent. plus 1ax credit) and £o.4

million 3% per cent, (now 3.85 per cent. plus tax credit). )
During the year 10 30th September 198g, 891,902 ordinary shares were allotied following early exercises of options

N e ey e

under the company’s savings-related and exccutive share option schemes, Also, during the yvar to 3oth September 1989, r
:
options were granted under the company’s exccutive share option scheme. and under the company’s savings-related share

option scheme. At goth September 1989, options under the schemes exercisable between 1990 and 1990 at prices ranging from

T e

116-0p to 150°0p per share were outstanding in respeet of 25,641,261 ordinary shares.

Cn or after 15th September 1994, the 8-0 million Series A non-cumulative dollar preference shares of U.S.$0v01 each are
redeemable, at the option of the company, in whele or in part from time to dime, a1 the redemption prices set forth below plus
an amount equil 10 dividends otherwise payabic for the then current quarterly dividend period accrued to the date fixed for

WWE— IO S F—
A

redemption. j :

g 4

Redemption date Redemption price .

15th September 1994 to ryth September 19g3, inclusive 1J.8.$26..41 i
t53th September 1993 1o tgth September 1996, inclusive U.5.826,12

15th September 1966 to 14th September 1997, inclusive U.5.525.84 ‘:‘:

15th September 1997 to t1th September 1998, inclusive U.5.825.56 ':
15th September 1998 to tyth Seprember 199y, inclusive U.8.825.28
U.8.825.00

On or after 15th September 1959

S

All of the Series A non-cumulative dollar preference shares are held by Citibank, NA, 111 Wall Sireet, New York, New

Ay

York 10043, U.S.A,, 08 depositary and the registar and paying agent is The Royal Bank of Semland plx PO Box 435, Owen

House, 8 Bankhead Crossway Norih, Edinburgh EF 4BR,

- R 7

.
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Continued - *, 1

2z REeserves The Group The company ::::::t:: |
£m £m £m
At 151 October 1988 K 1,196.8 1,196.8 4G.1
Premium arising on issues of sharcs B 1662 1662 —_ ‘
Elimination of goodwill—Citizens Financial Group, Inc. o (74'3) —— —_ : .
] —Other {29'1) —_ —
Decrease in net tangible assets of sabsidiurics — (18-8) —
Expenses of capital issues {211) (r4:8) — Fﬁ'
Capitalisation issue (112:7) (112+9) — ‘
Retained proiit for the year 924 69 94 i'i
Other movements h 36 (1'8) o8 :
At 30th September 198¢ 1,221°8 1,221°8 59'3

The reserves of the Group include share premium of £263'0 million (1988—£1 (5.6 million), surplus on revaluation of
premises of £62-2 million {1088~-£169.5 million), and other non-distributable rescrves of £4'5 million (1988—£6.8 million).

The reserves of the company include share premium of £263-0 million (1988—£111.6 million) and surplus on revaluation of

subsidiaries of £934-4 million (1988—£1,065,0 million). - lf

, 9
23 AcquistTioN oF CITIZENS Fivancial Group, Inc. \ 3: O
Fair values of net assets acquired, stated in accordance with U.K. accounting principles (U K.GAAP): £m l
Cash and short-term funds 47.8 H
Investments . 4992 E.g
Advances to customers and other accounts C T LIBR. “,
Other assets , ! 6o.1 ’
Deposits and other liabilities (1,499.4) rf
Net assets acquired (cost of acquisition £244.1 million including expenses) ‘ 169.8 ‘

No significant adjustments were required to the book values of the net asscts. i

Figures in the above table have been translated at U.S % .8225=£1, the rate of exchange at the date ol acquisition.

1o alpa

R
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1
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24 CONTINGENT LIABILITIES
Acceptances, guarantees and other obligations entered into on account of customers, for which there are corresponding

liabilities of customers, are not included in the consolidated balance sheet,”

B

These comprised: 1988
e e e o e - .- - [ e m i aemp - - P T ke v e :m R m
Acceptances 5343 770.2
Guarantees and other obligations 1,008'2 1,053.0

1,542°5 1,823.2

In addition, there are outstanding contracts for the purchase and sale of forcign currencies, financial futures contracts, option
contracts and various other arrangements with customers which are not reflected in the consolidated balance sheet. It is not

envisaged that any material irrecoverable liability will arise from these transactions.

25 LEASE cOMMITMENTS
At goth September, the annual rental commitments under non-cancellable operating leases were:

1988
Property Equlpmant Proparty Equipment
— - e I PO . SOV . B - B
Expiring within one year - 1'5 a1 1.1 2.8
Expiring between onc and five years 31 . 10'3 3.3 6.5
Expiring after five years 18- o1 19.1 0.1
23'3 25 235 94
26 DIRECTOKS' AND LMPLOYEES® EMOLUMENTS ‘ 1988
. . . e m mme e a mae e oo £000
Fees as directors 237 186
Other emolumenis including pension contributions 1,523 1,141
Total directers' emoluments 1,760 1,527

The emoluments of the chairman were £ 10,228 { 1988—£g0,205). The emoluments of the group chicf exceutive were £183,822
(1988—£1350,620) and the emoluments of the bighest paid U.K., dirccior were £446,654 (1988—£375,487).
"The numbers ofother UK. directors whose emoluments, excluding pension cantributions, fell into the following categorics, were!

e 1983 t ) 1983 £ 1984
10,001—15,000 8 10 40,001— 45,000 1 — 115,001—120,000 1 1
15,001—20,000 2 1 30,001— 55,000 — 1 120,001—125,000 —_ !
20,001—25,000 2 2 35,001-— Go,0n0 — i 135,001+—1.40,000 1 —_
25,001—40,000 i — 00,001— 05,000 - 1 140,001—145,000 1 —_
35,001-—40,000 -— 1 110,001=1135,000 ! —

Fees amounting 1o £105,000 {1988—£79,437) have hreen waived by cight {1988—cighi) directors.
The company had no employees during the year ended goth September 1989 (1988-—nil).

e Rogal Bank of rortand. oy
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Continugd

27 TurnovER

Turnaover attributable 1o the business ol banking is not shown. Non-banking turnover of subsidiary companies was:

1988
e - e e e V.
Capital cost of assets financed 8587 GoB.6
Insurance \ 783 Go.1
Credit card busincss 238 20.1
Travel agency commission 28:g 27.0
Other non-banking aciivities 4%°'0 314

10317 472

28 RATE OF EXCHANGE

At goth September 198g, the prineipal rate o' exchange for foreign currency wranslations was U.8.81.6225=81
(1988—U.5.81.6875=£1).

29 TRANSACTIONS WITH DIRECTORS AND OFFICERS

(a) At 30th September 1989, the amounts outstanding in relation to transactions, arrangements and agreements entered into
by authorised institutions in the Group were £2,152,005 in respect of loans to 24 persons-who were directars of the
company (or persons connected with them) at any dime during the financial year and £211,083 to four persons who were
officers of the company at any time during the financial year. As at the same date, there were in existence three guarantees
totalling £50,000 in respect of certain obligations of one dircctor.

(6) On g1st May 1988, the compuny’s subsidiary, The Royal Bank of Scotland ple (the “Bank”) purchased from Dr G. R.
Mathewson, a dircctor of the company and the Bank, and his wife, the dwellinghouse known as “Larach-Beg”, Banchory
for the sum of £125,000 (the “purchase price”). The purchase, which was approved prior to completion by the
sharcholders of both the company and the Bank in general meeting, was made subject to Dr Mathewsan retaining the
right to repurchase the dwellinghouse in the event of his ceasing to be an exccutive director of the company or its
subsidiarics, or on such earlier date as the directors of the company may allow. Any repurchase is to be cither at the
purchase price or at a price determined by an independent professional valuation carried out at the time of repurchase,
whichever figure is the higher. The right to repurchase will lapse if not exereised within one month afier Dr Mathewson
ceases to be an executive director of the corapany or its subsidiarics and, in the event that he remains an execwtive director
after g1st May 2008 his right of repurchase will become exercisable at that time. The dwellinghousc is at present let by the
Bank on a commercial basis, with the rental payments being received wholly by the Bank,

(¢) There were no contracts of significance to the business of the company and s subsidiarics which subsisted during or at the

end of the company's financial year to goth September 198g in which any director of the company had & material interest.

APPROVAL OF ACCOUNTS

The accounts were approved by the hoard of directors on goth November t1g8g,

e St Bank of Irotland Gronp
LX]

. B

-




Eyﬂd/’wt’ of Hoe Aortony

W R

To THE MEMBERS oF THE ROYAL BANK OF SCOTLAND GROYP ple
We have audited the accounts on PAges 35 to 53 in accordance with Auditing Standards,

In our opinion the accounts give a true and fjr view of the stare of affairs of the company and of the Group a1 goth
September 1989 and of the profit and source and application of funds of (he Group for the year then ended and have been
Properly prepared in accordance with the Companies Act 1985,

Chartered Accountants

Edinburgh
3oth November 1989
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S financial L ratyses

Analysls of operating profit for the year sndod 30th Saplembar 1989

(@) DETAILED PROFIT AND LOSS ACCOUNT:

The company and its subsidiaries
Intereat and investment income receivable

Interest payabls including interest on loan capital

Net interest income
Commissions and fees
Foreign exchange

Profit on sales of investments
Prolit on sales of premises
nher income

Total income

Swafl expenses
Premises and cquipment expenses including depreciation
Other expenses

Total expenses

Bad and doubtful debts charge

Share f profits of associated companies

Profit before exceptional item
Exceptional item

Profit before taxation

(b) PROFIT BEFORE EXCEPTIONAL ITEM BY DIVISION:

The Roval Bank of Scotland

Gharterhouse (note 1)

Cinvens Financial Group {note 2)

RoySeot Finarve Group (including A, T, Mays Group)
Direct Line Insurance

Capital House Investment Management

Ceniral linancing costs and holding company tspenscs

Notes:

1. The Gharterhouse figures are stated before any transfer to inner reserves of Charterhouse Bank Limited

consolidation adjustme nts,

fm

2,855'7
2,142°¢

6933
330°'6
476
r2:9
1'4
16:8

1,102:6

3978
1228
1884

7099

3927
85-8

3069
296

3365
108-3

228-2

£m
2894
534
22°1t
24°1
81
2

(61-8)

3365

1968

337.1
59.2
277.9

33

300.2

309.2

1988
fm

272,

35.1

27.8

4.0
(2.1}
{27.6)

309.2

and afier inaking

2. The Citrzens fignee of Kz2n million (U8 $35+8 million) i for the nine and 2 haif month post-acquisiuon period and is

statedl in aveordance with UK, accountr.g prindiples [U.K, GAAP),

T e Regpal LBk of ‘Srotland. Group
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AVERAGE BALANCE SHEET AND RELATED INTEREST

Assets
Short-term funds
domestic
forcignt
investments
domestie
foreign
Advanees 1o customers
domestic
foreign
Lease and H.P. receivables
domestic
loreign

Interest earning assets
Non-interest carning assets

Total average assets

Liabilities
Commercial paper
domestic
foreign
Short-terin herrowings
domestic
forcign
Demand and savings deposits
domestic
loreign
Loan capital

Interest bearing liabilities
Interest free Babilities
demand deposits
other liabilities
Shareholders” funds

Totui average liabilities

*Average balances have been caleuliied on a daily basis using customers® cleared balances, netted where interesy set-oft

arrangements exist.

Ayrago
Bulance®
fm

51897
35,0831

2832
4269

9,1980
2,310

1,564'4
566

22,182'9
1,410'4

23,543'3

76'3

$5077
1,247°2

9,604°¢4
35075
9582

1 9,90 1 '3
1,536°5
8442
1,261°3

23,5433

Rate

I1'0

11°4

1247
76

14°7
15

125

128

I2:0

10°0

1009
114

10+
10'¢
1oy

108

Srmareciad rratlyses

Continued

Intesost
£m

572'4
35171

gbo
32'5

1,353'7
2904

195°2
e

2,8357

23357_

7:6

4934
1421

1,031°5
3653
10245

1424

l

2,142

Averago
Balance*
£€m

+787.3
2:7‘!'8"‘1'

951.2
164.3

7:840-5

1,211.2
1,291.7
42.8

18,386..4

1,122.8

tg,519.2

7859.5
2,130.0
70354

1986

Rate

8.8
77

10,3
6.4

10,9
1.3

10.7
8.2
9.8

93

6.3

Interost
£m

422.6
211.5

1,808.4

1,808.4

HI

348.9
540

5618

197.0
647

L2347

+In addition to customers” balances licld at subsidiaries and branches located overseas, Horeign” includes overseas residens’

halances held ar domestic oflices,

b
b
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CHANGES IN NET INTEREST INCOME~~VOLUME AND RATE ANALYSIS

... ledgvertsss 1988 over 1987
Increase/{decrease) dus 0 chenges In:
Aversge Avorage Nat Average Avertage
volume le change volums i
. . i ) ) o tm £m ~ tm £m
Interest earning asseis
Short-term funds
domestic 44'5 105'3 140'8 108.7 {46.9)
foreign 370 1017 x39°6 40.6 40.2
Investments
domestic {86} 84 {0'2) 3.9 (2.5)
(oreign 200 20 22'0 (2.5) n.8
Advances 1o customers
domestic ansd 2983 4987 102.40 {34.4)
foreign 139°2 14'5 1537 {12.9) 2.6
Lease and H.P. receivables
domestic 406 222 628 21.b (8.9)
foreign 1'1 {0°2) o'g 0.9 {0.4)
Total interest income 4751 p522 1,027'3 a61.8 {48.9)
Interest bearing liabilities
Commercial paper
domestic — — — — —
foreign {3'8) 31 (0'7) 1.0 0.9
Short-lerm borrowings
domestic 352 109'3 1445 25.6 {3.9)
foreign 679 20°2 88:x 9.0 2.0
Demand and savings depaosits
domestic 186-8 2829 469°7 131.0 (79.2)
foreign 1124 559 1683 1G.8 26.8
Loan eapital 272 106 178 1.1 ol
Total interest expense 4257 482+0 qoTY 1945 {47.2)
Changes in net interest income
domestic 277 514 59'1 67.4 (9.6)
forcign 217 38-8 6o (0.1) 7.9
19'4 (L 1196 67.3 (1.7

The above table allocates changes in et tnterest income buiween volume and rate. Volume and rate variances have been

Hat
change
£m

50.8
80.8

1.4
(1.7}

68.5
{9.7)

212.9

2.7

16.6

43.6
W

caleulated based on movements in average balonces over the periods and changes in iuterest rates on average interest varning

assets and average interest bearing liabilities.

fhe SRopal SBank o ootk Shonp
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S frmancial Spalyses

Continusd
1908
Average Avoroge
INTEREST RATES, YIELDS, SPREADS AN MARGINS rate rate
] ) o ) _ % %
United Kingdom
The Royal Ba is v.MScotland Ple base rate 13.2 9.3
The Royal Bank of Scotland plc home mortgage ratc 13.5 10.0
London inter-bank offered rate
three month sterling 15,3 0.4
three month eurodollar 9.3 7.7
United States
Prime rate 10.8 q.0
Yields, spreads and margins:
Gross yield!
total i2:8 9.8
domestic 13:3 to.2
foreign 15 8.7
Interest spread?
total ’ 20 2,1
domestic 25 2.6
foreign o8 0.6
Interest marging
total 31 3.1
domestic 33 3.3
foreign 28 2.5
Average margin between base rate and standard deposit rate 55 L9

' Gross yield is th avernge interest rate eaned on interest earning assets.

* Interest spread is the diflerence Letween the average interest rate carned on interest ecarning assets and the average interest
rate paid on interest bearing liabilites.

3 Interest margin is net interest income as a percentage of average interest earning assets,

CROSS EORDER OUTSTANDINGS IN EXCESS OF 3 PER CENT. OF TCTAL ASSETS
The following table identifies countries 1o which the Group's cross horder outstandings exceeded 1 per cent. of total assets at

3oth September 1q8g,

Gommorclal, Banks und
indusirisl and Govarnments othor

olher private and otficlal fisanclat [ L]

soctor Institutions institulions Total total
£m £m . £m £m ssxois’

Canada GG-o 10 D TAT 200'0 11
France 8o 20 3970 4070 13
Japan tio - G630 574 0 2
United States J0g00 o 2840 6890 5

*Assets comprise total pssets emplayed as weported in the consolidated balanee shieet and aceeptances as reporied in the notes

on the accounts, which together totalled £27,9700 million at gath Seprember 198y,

CROSS BORDER GUTSTANDINGS DETWEEN 3+ PER CENT. ANI} 1 PER CENT. OF TOTAL ASSETS
Ayl Sepreather 1689, cross hotder watstandings 0 horrewers in countrics in which such outstandings amounied 10

between Y per conty and 1 per cent of wia) assets totalled L279 miliion in aggregate. The country concerned was Itaiv.

7 Rogerl Lk o oottt lﬁ:my
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Slamanciaf Snalyses

Continued

ANALvsIS OF ADVANCES

The following table analyses, for doraestic and foreign activitics, advances 10 customers (before provisions) and amounts
receivable under finance lenses by type of customer and geographical arca.

v e eee sl oL M3OhSiptembor Ce.
1985 1988 “1g07 1988 1989
e e, BRI — L L fm_ . Em
Domestic
Loans guaranteed by exports credit guarantee
deprrtment 240.0 371.1 321.7 255.1 2131
Central and local government and government
owned corporations G5.2 43:5 37.2 68,6 526
Manufacturing 9544 1,020.5 1,035.8 1,150.0 ,447'9
Construction 300.0 931.2 3749 4283 A3 8]
Finance 550.7 705.9 1,046.8 Go8.3 7685
Service industries 723.3 718.7 930.2 1,100.5 1,6184
Agriculture, forestry and fishing 517.8 541.7 540.2 552.6 588-0
Property 458.6 566.4 G210 706.4 88o0-2
Business and other services L 102.0 1,170.7 “1,148.8 1,225.3 1,620
Persons: home mortgages 626.6 681,57 1,282.8 1,807.5 2,163-2
other 1,113 1,297.2 1,253.7 1,560.3 1,991-8
Other loans 28.6 29.2 46.5 G8.1 19'6
Instalment eredit 207.0 304.9 357.2 425.8 4522
Finance leases Gy1.g 769.6 856.7 1,000.9 1,246+
Total domestic advances 7:520.9 4,561.3 9,853.6 10,995.7 13,5846
Foreign
Foreign-U.K. based* 870.6 G8o.5 6.45.3 Gp5.2 7222
Europe other than the UK, 70.7 8ro r12,7 108.0 1274
United Staies 0%.9 91,2 157.1 19.4.1 1,466-3
Rest of the World 115.5 8o.7 99.6 132.8 33384
Total foreign advances 1,150.7 9534 1,014.7 1,130.1 2,649'3
Accrued interest 106.8 87.2 G3.t 38.7 2356
Total advances 8,787.4 9,581.9 10,931.9 12,164.5 16,469-5

*The term *Foreign=U.K, hasell’ refers to advances by offices in the United Kingdom made to customers domiciled outside the

United Kingdom,

7% Rogal Bk of Seorlarnt. lﬁmwp
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Sfinancial Sralyses

Continusd

SELECTED FIGURES IN ACCORDANCE WITH U.5. GENERALLY ACCEPTED ACCOUNTING PRINCIFLES
The Group’s consolidated financial statements are prepared in accordance with U.K, accounting principles (U.K. GAAP).
These differ in ceain significany respeets fram aceounting principles followed in the U.S.A. (U.S. GAAP).

The fellowing tables summarise the significant adjustments to prolit attributable to ordinary sharcholders (net income),
sharcholders’ equity and total assets which would result from the application of U3, GAAP instead of UK. GAAP,

AT L

R R

1988
] : : meo o tm
Net income as reported under UK, GAADP 1471 192.5
Property depreciation {0'2) (0.2}
Deferred tax 20 4.2
Amortisation of goodwill (6.9) (2.7)
Awnsortisation of debt issue expenses (1-3) (0.7}
Loan arigination fees ‘(6-0) (4.2)
Pension costs 2:0 {11.1)
Approximate net income under LS. GAAP 1367 177.8
1988
- C e e . - e e e s . £m £m
Sharcholders’ equity as reported under U.K, GAAP 1,410%7 1,2609.7
Revaluation of property less depreciation (221-8) (221.6)
Deferred tax (xx-6) {13.6)
Amoniisation of goodwiil 1566 Go.1
Amortisation of debt issue expenses 200 7.3
Loan origination fees (xg1) (13.1)
Proposed dividend 36-1 27.9
Pension costs (15°0) (17.0)
Approximate sharcholders’ equity under U5, (".*\.‘\I’ 1L,3559 e
1988
tm tm
Total asscts as reported vnder UK., GAAP 27:435'7 21,659.9
Revaluation of property less deprecration (221-8) (2ui.6)
Amortisation of gootwil 1566 Go.1
Amortisation of debt issue expenses 20'0 7.4
Acceplances 534°'3 770.2
Appresanate tatal asses under LLS, GAAP 27,0248 22,275.9
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The company
Head affice
42 8t Andrew Square Edinburgh EHz 2YE

London affice

67 Lombard Sureet Lundon EG3P 3DIL

The Royal Bank of Scutland plc
Head office
42 St Andrew Square Edinbuegh EHz 2VE

Regional offices
9 Rubistaw Terrace Aberdeen ABg 8YQ
30 81 Andrew Square Edinburgh EHz2 2Y'B

Dale House 21 West George Street Glasgow G2 1EW

Regent’s House Islington London N1 XL
45 Mosley Street Manchester MGo 2BE

Main offices

46748 Deansgare Bolion BLy 1BH

142/ 144 Princes Street Rdinburgh EH2 4EQ
a6 St Andrew Square Edinburgh EHez @Y B

98 Buchanan Sweet Glasgow 731 3BA

113 Buchanan Street Glasgow G1 28P

1 Dale Steeet Liverpeol La 2PP

7 Burlington Gardens London WiA 5DD
Child & Co. 1 FI ¢ Street London ECyY 18D

Drumunonds 49 Cliring Cross London SWiaA 2DX

5%10 Great Tower Sireet London EC3P 4HX
Holt’s Whitehall London $WiA 2EB

67 Lombard Street London EC3P gD

22 51 Mary Axe London FO4A 8DD

2f3 Threadneedde Street London EC2R BLA
48 Mondey Street Manchester MGo 2BE

5t Ann Street Manchester Muo 255

8 South Parade Noudingham NG 2]§

07 Fishergate Preston PR 2D

5 Chureh Sireet Shelield 3o 1HF

a2 Widlgate Wigan WNy LA

Capltal Housa Investment Management Limited
6 New Biridge Sereet London EC4V G)JH

2 Featival Sepeere Eelinburgl, EH3 g5U

0B King Street Mancnester M2 g WU

108 West George Sireet Glasgow G2 2NR

A.T. Moys Group PLC

Mutlag Hour - Nineyard Street Salteoars KA 2 5118

]

Direct Line Insurance plc

Dircet Line House 1 Edridge Road Croydon CRg 1AF
Cavendish House 51/53 Southend Croydon CRo 1BF

Direet Line House 135 West Regent Strect Glasgow G2 258G

Charterhnusa pic
Head office . ;
1 Patarnnsier Row St Paul, Londen EC4M 7DH

Chanerhouse Bank Limited

1 Paternosier Row St Paul’s London EG4M 7DH
26 St Andrew Square Edinburgh EHz 1AF

55 Spring Gardens Manchester M2 2BY

Chartarhouse Devalopment Capital Limlted
7 Ludgate Broadway London EC4V 6DX
2G 5t Andrew Square Edinburgh EH2 (AF
55 Spring Gardens Manchesier M2 2BY

Charterhouse Tilney

Private client and rescarch departmena

Royal Liver Building Pier Head Liverpool Lg INY

Institutional sales and research deparument

1 Paternoster Row St Paul's London EC4M 7DH

Private client department: Cf

Warniord Court Throgmorion Street London EC2 aAT

RoyScot Finance Group ple
Birchin Court rg/25 Birchin Lane Londou EC3V’ gd)

RoyScot Corporate Leasing

RoySeot Honse The Promenade Gheltienham GLgo (PL
Birchin Court rgfa3 Birchin Lane Londun EC3V gB] 1
Edward House 28 West Camphell Streer Glasgow Gz 4UG
Bridgewater House 6o Whitworth Street Manchester M 61T

RoyScet Factors Limited ]
Exchange Gourt Bedford Park Croydon CRo 2:Q
3t St Andeew Squace Edinbusgh Ellz 208

RoyScot Financial Services Limited
Edward House 289 West Camphell Sireet Glasgow G2 yUG

RoyScot Trust ple
RoyScor Huuse The Promenade Cheltenham GLzo 1171,

14 Lywedoch Crescom Glasgow (3 BEQ

i

RoyScot Dilve

[

286 Ghase Road Sonthgate London Nry GHF
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Citizens Financial Group, Inc,

870 Westminsier Street Providence Rhode Tsland oagog LLS.A.

Rhode Istand suwbsidiaries

Citlrens Savings Bank

Citizens Trust Company

Citizens Leasing Corporation

Cltizens Financlel Services Corporation

Onlgfisiate subsitliaries
Gulf States Mortgage Ce,, Inc.
600 Circle 75 Parkway Atlanta Georgia 30339 US.A.

Falrhavon Savings Bank

215 Washington Street Fairhaven Massachusetts oz719 US.A,

Tho Royal Bank of Scotland ple
Europe
Piracus branch 61 Akti Miaouli GR-185 10 Piracus Greece

Far East and Australasia

Hong Kong branch:

7o1/704 Two Exchange Square

B Connauglu Place Central Hong Kong
Singapore branch;

6 Battery Road HEX t8-o1 Singaporc 0104
ASEAN and Australasia regional oflice:

6 Battery Road HEX 1B-01 Singapore ooy

Representatice offices

Level 17 AMP Cenire

50 Bridge Street Sydney NSW 2000 Auswralia
Dai-Ia acimed Sogo Ran

7-1 Kyobashi 3-chome Ghuo-ku Tokyo roy Japan

North dmerica

North Anerica regional office and New York branch:
63 Wall Strect New York NY ronoj US.A.

San Franciseo agency:

The Pyramid Goo Montgomery Street

San Fraticiseo Galifornda gytee US.A,

Representatit e offices

Suite 1553 135 South La Salle Street
Chicago $llivws Bolos U.S.A

Suite 4950 roce Lounisiana

Houston ‘I'exas 77002 US.A,

Suite g0 Pactiie Financlal Center
duer Wt ith Street

Los Awoeles Catifamnia goor7 U.S.A.

The Royal Bank of Scotland AG
Talstrasse 82 oot Ziirich Switzerland

The Roval Bank of Scotland (Glbraltar) Limited

t Corral Road Gibraliar

The Royal Bank of Scotland (Guernsey) Limited
La Tour Gand House

Pollet St Peter Port Guernsey Channe! Islands

The Royal Bank af Scotland Trust Company (Guernsey) Limited
La Tour Gand House

Pollet 51 Peier Pory Guernsey Chaunel Islands

Tha Royal Bank of S¢otiand (1.0.M.) Limited

Victory House Frozpect Hill Douglas Isle of Man

The Royal Bank of Scotland {Jersey) Limited
22 Hill Street St Helier Jersey Ghannel Islands

The Royal Bank of Scotland Trust Company (C.L.) Limited

Capital House Bath Street St Helier Jersey Channei iziands

The Royel Bank of Scotiand (Nassau) Limited
50 Shirley Street Nassau Bahamas

The Rayal Bank of Scotland ple is a member of the
Inter-Alpha Group of Banks

The Raval Bank gf Scottand ple also operates i the

Far East throngh a subsidiary company:

Associated Merchant Bank Pte Limited

9 Battery Road 08-03 Straits ‘T, Jing Building Singapore viog

and through an affitiated non-banking financial instivation:

P.T. Multinatienal Finance Corparation

PO Box 730K BY Wisma BGA r2th Floor Jalan Jenderal Sudiratan

Kay 22-23 Jakana 12920 Indanesia

Charterhouse Assoclates S.A.

47 Avenue George V' 75008 Paris France

Charterhouse Inc.

535 Madison Avenue New York &3 10022 US.A,

Capital House Intornational Investment Management Limited
7017704 I'wo Exchange Square

8 Connaught Piace Central Hong Kong

Gapital House Batn Street St Helier Jersev Channel Islands

§7%e Rl L0k of rettand Daorp

G2



sInatypses 0/ Ordlinany Shanecliotdings

at 2nd November 1v83

Shargs
of 25p cach

Number of Humbar in %

shargholdings millions of total

Female 16,677 78.0 10.4

Male 16,350 66.4 8.8

Trustee and joint accounts 1,342 7.0 0.9

Banks and nominec companies u 2,137 .mG.f 56,7

Investment companies 85 9.1 7 0.5

Insurance companies 227 8g.0 1.8

Other companies 205 250 3.3

Pensigmlfundrs, ) ) ) 37 39,1 43

Universitics, schools and others 205 24.8 3.3

. ) 38,-81’\5 75:.8 100.0

Range of shareholdings:

Mm% - e - 307 o8 0.1
5o 1000 ) 35 3 o
_boos 3000 wibe 539 7.3

SoeIz 10000 o 508y s22 5.6

10,001~ 25,000 . X . i _ o — 2,658 40.0 7 53
oo soe0 T 4 168 22
socoimioooee 198 o 9

soooorandover e T I 12

o ) o T 151.é 100.0

et SiLvoar ar

36,815

Shinaarcral GCaterdan

IF approved, the final dividend on the ordinary shares for the year ended goth September 1989 will be paid on 15t March 1960
to those sharchelders registeredd on 215t December 1689, I the necessary approval is abtained from shareholders at the annual
general meeting on sreh Junuary 19go, as an aliernative to cush, 2 serip dividend cleetion is to be oftered and shurcholders will
receive details of this by letter afted that date.

The interim dividend on the ordinary shares is normally paid in July

Dividends on the cumulntive preference shares are payable on 31st May and g1st December cach year,
Halfyear results  dAnnounced on 3rd May 1989
Full year results  dnnounced an 3oth Nevember 198
Report and accounts  Posted f shareholders on 1.4th December 198

Annual general meeting  To be held in Edinburgh on 11th Januagy 1990

e Seog! Bak of Seotlrd  Gronp
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Hotice of AHeeting

Notice is hereby given that the twenty-second annual general meeting of the members of The Royal Bank of Scotland Grou pple
will be held in the Caledonian Hotel, Edinburgh, on Thurscay, 1 1th January 1990, at 12 neon. jor the fellowing purposes:

t Tareceive and consicer the accounts 1o goth Sepiember 1989 and the reports of the directors and auditors thereon.
2 Todeclare a final dividend on the ordinary shares (resolution membered 1 on the prroxy forrs .

3 Toreappoint directors (resolutions numbered 2 to 7 inclusive on the proxy form).

4 To reappoint Deloitte Hasking & Sells as auditors {resolution numbered 8 on the proxy form,),

5 To authesise the directors to fix the remuneration of the auditors {resolution numbered g on the proxy_fonm).

6 To consider and, if thought fit, pass the resolutions set out in the Ap endix to the circular letter 1o sharchalders dated
g PP
5th December 1989 accomprnying the report and accounts of which this notice forms a part, The resolutions are numbered
1010 13 inclusive on the proxy form, and resolution numbered 12 will be proposed as a special resolution with the

remaining resolutions being proposed as ordinary resolutions,

By order of the hoard.

AR 'A’k‘&uw

Secretary

36 51 Andrew Square, Edinburgh

5th Lecember 148g

Note:

Every member entitled 1o atiend and vore at the meeting is entitled to appoint a proxy or proxies o attend and, on a poll, vote
instead of the member, A proxy need not he a member of the company. A pre-paid foray appointing a proxy is enclosed with
this notice. To br effective, it must be completed and he received at the company’s transfer office not less than lorty-cight
hours before the time fixed for the meeting,

Copies of directors' service contracts, together with a statement of all wransactions of each directs 5 of the company and,
so far as he is aware or can reasonably ascertain, of his family interests in the shares o the company and of its subsidiarics and
in the loan capital of the company and its subsidiaries covering the peried from Gth December 1988 1o gth December 1984,
will be wvailable for inspection at the company’s registered oftice during the usual basiness hours on any weekday (Saturdays
el public holidays excepted? from the date of this notice until the daie of the meeting and a1 the place of the mecting for at

least fificen minutes prior to the meeting and during the meeting.

$The Ropal Bark of eotland. Gronp
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