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Coatbanyy N° 95500

REPORT TO SHAREHOLDERS

The Group’s profit before tax for the year to 31 October 1992
was £43 million (1991-loss of £47 million). Operating

profit before provisions for bad and doubtful debts increased to
L0648 million (1991-£619 million), Provisions for bad and
doubtful debts were £597 million (1991-£654 million),

TSB Retail Banking and Insurance increased its profit by 8%
to £426 million (1991-,£396 million). Excluding the loss of
£379 million on loans transferred to the Loan Administration
Unit, Hill Samuel Bank made a profit of ,£54 million. The
other Hill Samuel businesses made a profit of £30 million
(1991-£16 million).

Dividends por share {penco)

The recommended final dividend

5,24

is 3.25p nct which, together with
the interim dividend paid last
Qctober of 3.15p, maintains the
total dividend at 6.4p, This

reflects the record profit achieved

1488 | 1889

before provisions, the Board’s confidence in the long-term
profitability of the Group, and the Group’s financial strength.

Finanelsi Calendar 1933
By dividend date 15 February
Anm-ml General Meetng 23 March
Final dividend for the year ended 31 Qctober 1992 payable 5 Apnl
Hlal2year results to 3 April 1993 announced Late June

interim dividend for the year to 31 October 1993 payable October
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The Group profit befure tax for the year ended 31 October 1992 was
£A43m compared with a loss of £4711 in 1991,

The directors recommend a final dividend of 3.23p net per ordinary share
making an unehanged total for the year of 6.4p. Our policy is to provide
sharcholders with a dividend increase above the rate
of inflation, provided that trading experience and
prospects justify it, The trading results this year,
which are largely attributable to the continuawce of
the deep recession in the United Kingdom economy

and particularly to the further severe slide in
property values, do not justify an increase, The
maintenance of the dividend reflects the record
profit achieved before the charge for bad and
doubtful debts, our confidence in the Jong-tern

Wy 2

AT profitability of the Group, and the Group's financial
strengeh,

The Group risk asset ratio stands at 11,7%, one of
the strongest in the UK banking sector,

Provislons for Bad and Doubtful Debts

- 4 © e el eeeeid The results are again dominated by the impace of
Sir Nicholus Goodison provisions for bad and doubtful debts. The charge in the accounts of
r Chalrman

£597m is lower than fast year (£654m) but higher than expected at the
tinte of our half~year results.

) The figures reflece the depression of the property market, At the time of

| the half-year statement in June mdications were that some slight recovery
in the economy should be evident in 1992, The commonly held view was
that consumers and investors had been holding off until after the general
clection and that, once the political uncertainty was resolved, the cconomy
would pick up. A significant further decline in property values was not
expected, In the event there has been a deepening loss of confidence,

n
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There has not been a worse market in conumercial or residential property
in living business memory. It s virtally impossible to assess the value of
many buildings with any confidence. The assumptions used in earficr
valuations are no fonger tenable.

Loans to property companies made during the 1980%s represented a large
proportion of Hill Samue! Bank’s total loan boek, Many of the loans were
to companies which are now in receivership following the collapse of
demand for commercial space. This book generally is of poor quality,

In view of the further decline in property markets since the halfeyear
results, management has conducted a further thorough review of the loan
books. This review has led to higher provisions, particularly on
commercial property leans, The further decline in the housing market has
also resulted in substantially increased provisions for Mortgage Express,
However our TSB branch mortgage book, which stands at £4.8bn,
required new provisions of only £5m,

Group Summary

Operating profit before provisions for bad and doubtfu) debts increased to
L648m (1991=-,£619m). This was despite a fall of £68m in net interest
income, which reflected a narrower profic margin on deposits and the loss
of income from non-performing loans in Hill Samel Bank aud Mortgage
Express. There was a general increase in non-interest income across the
Group,

Costs have been well controfled and absorbed 66.3% of Group operating
incone, an improvement of 1.5% compared with 1991, Retail Banking
has similarly improved and costs absorbed 62.9%, of operating income
(1991 ~64.4%).

During the year we have made significant further progress in the overall
reorganisation of the TSB Group. We have taken the final step to combine
retail banking and insurance to create a true ‘bancassurance’ business,
streamlining managemient and reducing costs. We have also integrated the
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aperational duties of the Group head office with the head office of TS
Bank ple, reflecting the importance of TSB's retai] banking and insurance
business to the Group, Peter Ellwoad, formerly Chief Executive of TSB
Regil Banking and lnsurance, has succeeded Don MeCrickard as Group
Chief Executive,

This closer integration of the head offices has underlined the Group’s
strategic focus on huilding TSBY banking and insurance business,
particularly for personal customers, This is 2 serong business with seven
millior customers, It offers an integrared range of banking and insurance
services tailored to customers' needs, backed by well-trained and
professional seaff and supported by one of the most advanced technology
systems in UK financial services. It has been successfully streamlined during
the last chree vears under the leadership of Peter Ellwood, It is, far and

away, the largest part of the Group’s business,

We have reorganised MHill Samuel Bank, concentrating on fee and
commission producing activities, while developing its corporate banking
business with customers with whom it has a wider relationship, We have
olated the portfolio of bad and doubtful debes in order to allow Hill
Sanwel Bank's management to concentrate on its task of developing its
continuing bsiness, The responsibility for these bad and doubeful debts
has been ransferred to TSB Bank and will in future be separately managed
under the title 'Loan Administration Unit'. Advances before provisions
managed by the Loan Administration Unit amount to £1.8bn, Property
advances account for L885m, Comulative provisions are [883m (49%),

All parts of the Group are managed for the beoefit of sharcholders,
ensuring chat they contribute to the ¢ FFOup’s earnings and creating value
out of them, It is not our policy to sell businesses out of which we can
create greater valae for shareholders, unless we receive an offer from a
buyer that we beheve is in the interests of TSB sharcholders. We have sold
a number of businesses, including in the last two years Hill House
Hammiond, TSB Bank Northern Treland, Swan National Motors, Wescol,
UDT First Souchern and London Bridge Finance.
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We welcome the Cadbury Comumittee’s report on the financial aspects of
carporate governance published on 1 December 1992, We alveady comply
with most aspects of the Commiteee’s code of best practice and will
include a formal stacement of compliance in future reports.

TSB Retall Banking and Insurance

The figures for TSB Rerail Banking and Insurance now exclude UDT
which is covered under Commercial Activities, and Mortgage Express
which is shown scparately in the accounts. The overall profic of £426m
(1991~,£396m) is a good performance against the background of deep
recession. There has been continuing pressure on profic margins as a result
of a further decline in low interest rate deposits and a lack of demand for
loans. Provisions for bad and doubtful debts have risen further, We expect
continuing pressure on interest margins and net interest income in the
immediate future but we are confident that our strategy of providing
customers with more competitive products will ultimately lead to

increased income,

During the last year the integration of the banking and insurance business
has been achieved, This has been a major move, the aims being to improve
the level of service provided to customers and to reduce costs, This
reorganisation has resulted in some exceptional costs in 1992 buc has led

to further cost savings which will benefie fture years, The reorganisation
has unfortunately meant further reductions in members of staff and we

are very grateful to them for the coneribution they have made to

TSBs business.

Sompetition remains strong. This applics not only to banking deposits and
loans, but is also increasingly affecting insurance services as other banks and
building socicties develop along TSB' lines and offer life and general
insurance services to their depositors and borrowers, It remains TSB’s aim
to compete cffectively by providing the best possible service to customers,
It is noteworthy that during the year TSB’s highly competitive deposit
accounts have shown strong growth, increasing by £2.4bn. The branch
mortgage book has increased by £0.7bn, without relaxing the proven
criteria on which applications are judged.

wh
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T58 Group Exotutlve Christopher Sinaliwood Michael Falroy Adrinn Gorzard KHugh Froedherg Petor Ellwood
Commlitieo Siratoglc Dovolopment Crodil Dlrector Humnn Resources Chlef Exetutlve, Chlef Executive
Director Diroctor HIlt Samus) and
Doputy Chisl Exocutive,
T5B Group

The insurance business has achieved further growth despite the effects of
the recession on demand for long-term savings products, General insurance
has continued to grow, increasing income and improving its claims ratios,
which is a creditable achievement,

In July 1992 we acquired the outstanding 49% of the shares in TSB Bank
Channel Islands. We arc confident that TSB Bank Channel islands’
business can be developed more profitably both for customers and
sharcholders.
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John Burns Patar Rowland John Elbourne Morvyn Podelty
Finance Director Secratary Chis Oparating Chiof Exocutivo,
Officer, 158 Rotal! Commarclai Operations
Danking and tnsurance and Risk Director

Banks and building socienes generally have been severely eriticised during
the fast year, There is room for improvement in the general Jevel of
service. TSB is determined to achieve this, During the year TSB issued its
code of banking practier modelled on the code agreed centrally by banks

and building societies. We wrote to all our customers explaining the code

TR
S0

and our services and were the firse bank to annoua ¢ that we would notify

custemers in advance of charges being made to their accounts.

wa}
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Hill Samuel

FHill Samuel Bank's results are shown separately from the newly formed
Loan Administration Unit, The profit was £54m. Because all doubtful
loans have been transferred to the Loan Administration Unit, there is no

net bad debt charge in 1992, Hill Samuel Bank’s loan book is now
£2.5bn,

The profit of Hill Samuel Financial Services increased to £16m

(199 1=£3m), il Samuel Investment Management Group improved to
Al (1991=L13m), We are pleased with progress ac both these
businesses which have complered rationalisation programmes to reduce
costs and position themselves better for the future, Hill Samuel Investment
Management has continued to inerease its funds under management,

Other Businesses

Morrgage Express, as reported last year, is being run down and is not
taking on new busingss, It incurred a loss of £67m (1991= £24m) as
arrears have continued to rise and house prices have continued to fafl,
Mortgage Express's portfolio of mortgages, arranged through
intermediaries, is concentrated in the South East of England which has
been particularly badly hit by recession, It will take time to deal with
Mortgage Express's problems and continuing losses can be expected,
Our policy remains to keep customers in their honies, whenever possible,
and to do what we can to help them not to fall too far behind in their
payments,

The Commercial Activaties overall increased their profits from [33mn
to Ledhm,

UDT has increased its profit by £2m to £28m in a difficult marker,
Margins have improved and costs have been controlled, Noble Lowndes
has maintained its profic ar £12m at a time when demand for pension
administration and actuanal services is not increasing. Swan National has
increased its profit substantially from the fow level of last yar to £10m.
The company has henefited from increased discounts on new cars and has
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reduced the losses incurred i establishing the BuroDollar network in
continental Europe, TSB Property Services has incurred a loss of [6m,
slightly Jower than last year, This group of estate agencies is deeply afiected
by the very low numbers of people buying or selling housys.

People

At the conclusion of the annual general meeting in March, Nigel Robson
will be retiring from the Board, ] thank him for his contribution to the
affairs of the Group over the pase years,

John Elbourne joined the Board in September on his appoinomient as Chief
Operating Officer of TSB Rerail Banking and Insurance. 1 welcome him
on your behalf, ile stands for election by shareholders at the annual

general meeting.

1992 has seen further reorganisation and change in a difficult ceonomic
environment, Much has been achreved by siaf throughout the Group and
I thank them for their hard work during the pase year,

Looking Ahead

In many respects business canditions wall remain difficult and banks will
continue to suffer in the current year from provisions against bad and
doubtful debes. TSI 1« no exception, Nevertheless, for the UK economy as
a whole there appear to be grounds for cautious optimism, Base rates have
been reduced from 15% to 7% and there has been a substantial devaluation
which should help UK exporters,

We are deternmned to achieve an improvement in sharcholders’ funds and

in earnings per sihare winch, of course, deternyine the Jevel of dividends in
the longer term,

A *

13 Janvary 1993
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Retall Banking and tnsurance jyptercst rages in unigue Family

The princip:\! clement of THB Bonus schemé.
Croup's business continues to be
rerail banking and insuraney in the Eamily Bonus has heen @ particu\nr
pcrsonal gecton, This has come 10 be SUEEESS Jaunched in Sc'ptcmbcr,
Lnowi 88 ‘b:'.ncms'.\mncc' and is aver 100,000 accounts had joined the
formula which TS has found to be scheme by December 1992,

51;,1,‘“;.; s suceessul for pumbes of years and  Customers can obtain higher FALES of

R 15 now being further developed. interest by registering their accounts

as o family group- individual accounts

custamor dapositst TSB's position of leadership in are seill held separarely bt the family
£44.5un (1093: £12.800)

Laneassurance was further extended reccives a rate of interest based on
oustomor londingss £8.600 during the year with the totl the toral balance of all accounts in the

(_,r_'__s'm““ itegration of the management af the  group As higher balances peceive
T“:":;‘““ “;": P::‘;"“ banking and fsurance Businesses At Trigher rates of interest there 8 the
unds: E2,700 2.40n . . gl ".: . .
R mrrmremare=™ its head office 10 Birminghant 1 his opporuity of receiving a Donus
's::‘::'u':“"::::::;:r““m cereamtining will enable TSI 0 chrough this schemes Qur technology
1270 (£1360) petter meet e financial needs af its enables us 10 monitor the palance of
Tonet w"’f - ,’“‘n‘c‘o""“" customers hrough banking and all accouts 19 the family and \ |
promiums £1.65m {£147m) jsurance pmduus. caliudate the :\dduiona! bonus for ' PO
Cratit cord accountst each account.
2.9mi2.9 q » » r
(2.9m) Another TSD srength has been the orogucts such 3% FATHY
. . I3 rpe v 3 "t H Banus, Flst Savd,
Numbor of customar: use of advanced technology ¥ Meeting customer aeeds and quality gt O hcecount on
7 mitiion support the financial needs of our of service are essential 10 operating in Froxiblo Smiinké ACEONE
_______..—-—-—-""" »t halped 158 outperorm th
Number of smployetss seven million customers. 1 g1y is the roday’s compeniuive covironment. 1t '(;';’:.f;;‘{;::yg::“"“'“' are
22,900 o fest pank to offer fual} up-to-the- i< through the development of
Nurabor of pranchas: second bank gatements 10 CUKOMETS: fnovatve products offering value for
1,380 Y .
e These can not only be obtained in money and greases convenienct, and
:Sﬁ‘eh“::’m;’m’;:';‘:‘zd branches but also 2. hours 3 days through 1ts cmphasis o0 roral quality
allers {Speadban n ) ,
customars Can ACCESS 3 through our qutomated telier sanagement, (hat TSB will succeed.
suvther 4,300 mackines aetwork, (yver one anlhon Last year TSB cmpcri’ormcd the

ataund tho countrh atements month are NOW sed in - market i a number of areas including:

this way. L2.Abn added to its Wighly
competitive deposit accountss 200 Lo
Other firsts include notfyng vouth accounts openctds and the
cnstomers of Y charges bdore they sumber of new mortgage advances
arc levied and enabling farthes O arranged n branches inereascd by 240

aggregate accounts 1o obtam stigh over 1991

1
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In Wattord, & recently installad
nutomptod tollcr has boan
piacei nt a helght convgnlont
to dlsnblod customers,

TS8 Ratoll Banklng pnd Insurance
profit braakdown

Uanklng £297m
Litw and ponslons £98m
Gonorn) Insuranca £30m
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Corparate Financial Services

The Hill Samuel busincsses made
profit of /B4m, excluding the loss of
A379m on loans transferred to the
Loan Administration Unit,

Hill Samwel Bank now focuses on its
traditional role of micrchant banking,
including advice on capital raising
and restruceuring, Alotations and
public take~-over bids and defences,
In addicion to this it operates a ‘big
ticket’ financial leasing subsidiary and
its treasury provides products and
services to investors and the Bank's
corporate clients, Hill Samuel Bank
also provides specialisc financing and
advice in frwernational shipping,
acrospace and project finance,

Hill Samuel Investment Management
Group saw continued growth with
its funds under management reaching
L20.ton, Hill Samuel Financial
Serviees, which provides investment
and insurance products in the
personal market, had a good year
with an increased profit,

Commercial Activities

Noble Lowndes is the UK’s largest
employee benefits consuitancy,
Employing some 3,000 seafl
worldwide it advises 9,500 corporate
clients and over 100,000 individuals.
One in three of the Times Top 1,000
companies and one in four of the
Fortune 500 US corporations arc
clients of Noble Lowndes.

Swan National maintains a leading
position in the motor car leasing and
rental businesses, Swan National
Leasing is one of Britain's largest
operators with a fleet in excess of
26,000 vehicles. The rental business
trades under the EuroDollar brand
operating in 30 countyies.

UDT, which provides finance for
motor vehicle and caravan purchase
at the point of sale as well as finance
for vehicle fleets, performed well, It
increased its profit in a year when
the motor vehicle market, on which
it is heawily dependent, sufiered
heavily from the recession,

TSB Property Services has some 160
estate ageney offices throughout the
couitry.
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TSHB FOUNDATIONS

When the TSB Group was floated in
1986, it established four charitable
foundations — in England and Wales,
Scotland, the Channel Islands, and
Northern lreland — to perpetuate
"TSB's tradition of community
involvement, The Foundations use
TSB local knowledge to target cases
of need at ‘grass roots’ level — often
underfunded voluntary organisations
— where help will be of immediate
benefic to the community.

Local know=how is backed up by
nationa! financial support. The four
Foundations — legally independent of
the TSB Group ~ own 5% of the
Group’s share capital in the form of
limited voting skares. In hew of
dividends they receive u covenanted
income equal to 1% of the Group's
pre-tax profit, averaged over three
years. In the last year the

14

Foundations have launched a
successful employee fund raising
Matched Giving Scheme to
encourage TSB Group staff to
initiate their own fund raising
schemes,

The Foundations concentrate on
three main areas ~ social and
community work, education and
training, and medical research. It is
fundamental to the Foundations’
policy to help physicaily and
mentally disabled or disadvantaged
people to play a part in the
community and to lead, where
possible, independent lives,

Since 1986 £13m has been
distributed to nearly 5,000
charities, most of which has been

given in sums of between [300 and
L3000,

Changling Faces - » new and
innovative charity providing
workshops for the facielly
disfigured.
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T58 Foundatlons

Ciitton Howsn nursing homo for
the ¢ldersy and Inflrim,
(Above),

Vauxhall Melghbourhood
Councli's ‘Lifellne’ = a 24-hour
QMOrEancy rosponss sarvice
for oldotly nnd Inflem peaplo.
(Top}.

Softon Entarprisos provides
trainlng opportunitios for
young pocple, (Middle).

Surjnmukhl Club = St Hilda's
East London club for young
poople with physienl
disobilitios. (Lolt),

EMMAUS UK: solf supporting
communitios for homaloss
people, (Bottom).
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sir Micholas Goostlson, agest 58, yolned the 1 R Freedberi ages £1, jolned the board in
Voard in Aprl 1988 and has been chajrman since October 1990, e is depury chiel exveutive of
January 1989, tle was chairman of the Srack (e Group and chief erecutive of il Samel, e
Exchange from 1970 1o 1988, e isa diregtorof W formerly chiel executive oflicer of The
Bitish Sreel e Generat Accidents Inserests Mortgage Corposation Group and prwious!y had
shires 20,528 (1991: 10,525}, Oprions 693,054 headed the conswaner financial services, card and
(oL 7! 563% sravel bushiesses of Awerican Bapress in variouws

parts of the world, Tnterests it shares 7,899
*4 8lr David Plastew, agcd G(!,juincd e board & (3,080, Options A8, 0672 {4?7.8!5).
deputy charman in May 1991 and is chaipnan of

the auduw wud repuneration conmisess. He is PA Harwowd, apesd 45 juined the poard in

chajrman of hehead® depory éhanman of Mpril 1991, He is chaman of TSI Bank Channel

Tuinness, @ disector of Cable and Wireless amel [shatds and 2 partner of sivogates O7aINe Van

other companies. fnterests i shares 16,000 Lenven Perrot & Tvans, Inerests in shares 2,090
{10,000} (2 490,

» 1. Dholton, aged 35, joined the Board in Qewaber *JHT Macphersan SiF, agredd 66, joined the
1985, He » managing tiyecte? of Athance Trust poard in Oeober 1945, He s chairman of 7518
and Second Allanee “Trust and a directo? of Bank Scotland. Fopmery seuies partuer of

Generad Actdent. {nterests in shares 5,306 {5,39), Jhartered accountants, Touche Lo, Seotlnd,
T 16 & durector of Scoutish putual Assurance.

J A Burns, aped 57, jomed the Loard as finance feresw in shares Jn {16000k

durector in Febaary 1992, e was formesly 2

disector of National Westmnsie? Bank Interests TG McCracken, aped 44, Joined the poard in

1o shages 2,000 (uot) Opeans 425,100 1N Cictoher 1194 Fe 15 30 oXeEuave diector of
Matks & bpepeer Tpserests i shares 1,00
1 i Elbourné, aped 48, soed the Giroup n 11 AT,

1091 ad the board 1w Sepember g9, He w
chief operating afficer of TSU Teerail Banksng and 1 Lady Prior, aged 62 joued the hoard in
Twrances Tle was formeidly proup hiedio? {UR Chctober 1UR5 She i a threcyor of Tag & Lyle
Operauony) of Legal & Cioneral. tutereue IR gharee  Intereutesn dhares 250 {2500,
il (. Options HBA0 {A1540).

4 N ] Robsotn aged 0y joued the hoard 1t
p B Eltwoatl, aped 49, yoned the Gioup " October 1585, Hewa chainman of Grndlays
1989, the poard 11 My oty and has been et hank from 1977 10 1983 Hemna mewmiber of (e
exeeutve of the Grovp ane Auga 1912, Hew  Boardof Banking Hupervison and chmrman of
chairman of Viu EMEA . He wa formerly chiel Ortoman Bauk Tteress i shares 535 {5,150
enccutive of Parclaycard . Interests 0 Jharcs oM
onny, Opuent 59251 (4312040

« 7§ H Ficld CDE aged 62, jomed the pvard
Octobes 1090, He wa gencral manger and
Jctuary of Phoemx Avurance from 1972 to 1%
and a director from RO 95 Mo wa
charman of the Lafe Offices Auociation frott
1083 1o 1985 and presd-nt of the listitute of
Actuarics from 1986 10 1988 frtesests 1n shares
4,600 {2,600). PSS Rowlaud, Secretary

Detsils of the dueetsts of the Comtpany as af she dase of this drsmeal friaga, A1 s ahove, T e symbol * indtates i
eaher of the andtt canmisttee, e symbal pidnates & mnnber of the rennuncratiott cotiee-
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The interests in shares and options on shares of
the Company, shown opposite, include the
beneficial inverests of the directors and dheir
itnmediate families as at 31 Qctober 19923
interests as at 31 October 1991, or at date of

appointment if Jater, are shovwn in brackets,

Shares acquired in the market by directors and
options granted to directars duriing the year ended
31 October 1992 were as follows:

Shares Trrice Shares over Option

actpaired per share which options price

granved per share

JA Durns 3,000 129,0p 425,101 123.5p
I’ § Eliwood - - 148,987 123,5p
H R Freedberg 4,860 122,5p 17,857 105.0p
Sir Nicholas Goodison - - 3495% 103,00
Sir Nicholas Goodison - - 18,000* 105

*Opeions granted under the Group's savings related Sharesave scheme whieh 1s available to
all cligible employees,

Diroctors' Emoluments

The directors' emolumenis, including bonus
payments and pension contnbutions, in 1992
were LL381Im (1991 £1.756m).

The emoluments of the Charman totalled
L2T1,105 (199¢ £262,990}, No penvien
comributions were made by the Company or sts
subsidianies i respect of the Chairman and he
dovs not participace 1 any barus or profit shanng
schenes

The emeluments of the lghes pard direcor,

Mr P 13 Ellwood, were £373407 (1501 £300,700).

These emoluments included 3 bonus of £17,250
in respeet of 1992 and 3 delerred bonus of
L70,987 m repect of the three year penod ended

31t Ocrober 1992, Both bonus payments were
made under a scheme establidied in 1989 and
were based on the performance of TSH Retail
Barking and Insurance, of which he was chivl
execuive, measured against predet imined
targers,

No comnbutions to the TSB Group Pension
seheme were pand i respict of duecrons during
the year,

A payment of £763,432 was made to

Mr 1 C McCrckard, a former disector,
negotated throngh extermal advisers on the basis
of his comtract of service which was tauminated
dunng the year

17



SUMMARY FINANCIAL g TATEMENT

Business Review

TSB Group ple is the holding
company for subsidiaries providing
banking and related services,
insurauee and investmene services,
consultancy in employee benefics,
vehicle rental and feasing and eseare
agency services,

The Group profit before taxation for
the year ended 31 Qctaber 1992 was
£43m. There was an extraordinary
loss of £32m, Included in the
summary consolidated profic and loss
aceount on page 20 iy ap mralysis by
activity of the contributions 1o the
profit before taxation,

After a transfer 1o non=diseribualye
reserves and provision for dividends,
L1810 was transiorred from
distnoutalle reseryes,

Dividends

The direceors recommend 4 final
dividend of 3.25p net per ordinary
share which, with the interim
lividend of 3.1 5p net per Ordiny
share paid on 3 October 1992, yy)
make a total for the year of 0,4p net
per ordinary share, subject to
approval @ the annual general
ieeting, the final dividend will be
pd on 5 April 1993 1o sharcholders
on the register o 24 February 1993,

Shareholders

At 31 December 1992 there were
1,25 million shawholdws, 95% or
whom held 1,000 ordinary shares or
less. 42% of the ordinary slares were
held by individuals,

The Company has beep advised that
Sehroders ple and eertain of jgy
subsidiaries have ineress in 4.049%
of the ordinary share capical of the
Company and Phillips & Drew
Fund Management Limited hag
interests in 3,00% of the ordinary
share capital, Shares held by TS
Group Holdings Uersey) Limived for
use in respect of the Group's
eniployee share and share option
schemes represent 3,921 of the
ordinary share capital,

Donatlons

Purning the year the Group made
chantable donations of L1.702,321,
incudimg 21,346,667 ta the four
TSB Foundations,

Na donarions were made for
political purposes,

Employees

The Group 15 commigged to
employee involvement and has a
number of ¢ tablished consultative
and collective bargaining



Raport to
Shareholdarsy

Summary Flnanela)
Statement

arrangernenes operating at company
level which ensure that the views of
employees are taken ingo aceotrt,
Financial involvemene through
sharcholding in the Group is
encouraged through profit sharing
and share option schemes, The
Group is committed o providing
equal opportunites in employmene,

Environmenta) Pollcy

The Group has an environmental
policy with objectives that include
mininising waste fyam all activities,
encouraging employee involvement
in environmena improvement,
carrying out regular assessment of
the environmeneal impact ofall
business operations and assisting in
developing solutions o
environmental problems, Regular
teviews of gl environiental issues
are undereaken,

Artlcles of Associatlon
The articles of asociaton of e
Company (which regulate the rights

of shareholders and the interna)
administration of the Company) have
remained substantially unaltered
since the incorporation of the
Company in 1985, A special
resolution ro adopt new arficles of
assoeiation reflecting changes in the
lw and regulacians and
developments in corporate
adiminiseration is ro be proaposed ar
the annual gencral meeting on 23
March 1993, The principal proposed
changes o the articles of association
are set out in the notes
Accompanying the notice of the
annual genera) nreeting,

Diroctors

Peails of the dircetors of the
Company 2, at the date of the annual
review are shown on page 16.

Mrid M Backhouse, Sir Richard
Kloyd, Mr D ¢ McCrickard and

Mr DD C Mootham resigned or retjped
from the board during the year,

This sunnary financial staternent g only a sunttnary ofinformation contained in
the Group's ful) annunl accounys and directors’ repose, 1y docs not contain
sufficient information to allow for a full understanding of the results of the Group
and state of affairs of the Company and of the Group. For further information (e
fill annaral accounts, the auditors Feport ost those accaunts gud the directory’
report should be consultod, The receipt of a summary financial statement does not



SUMMARY CONSOLIDATED PROF T

A Roviow 1505 ANDLLOSS ACCOUNT
B ‘Yéar ended 31 Octobor
1992 1991
Am Om
Proflt/(loss) hefore taxatlon;
TSB Retail Banking and lnsurance
TSB Retil Banking 297 276
TSB Insurance 129 120)
426 396
FIll Samue)
Hill Samuel Insurance and Investment 30 16
? Hilt Samuel Bank 54
! (421)
Loan Administration Unit (379)
(295) 405)
Commercial Activities 41 33
Mortgage Express (67) (24)
Oporating profit 105 -
Cenreal conts, including mierese (69) &N
J Results of businesses sold 6 24
! Lxceptional items (ore 1, page 22 (8) (12)
¥ Profit/(loss) hofore taxation 43 “7
Taxation (28) ]
Profit/(lass) after taxation 15 {(406)
Minarity interests ] &)
Profit/(loss) after toxation and minorlty terests 8 (5m
Extaaordimary nems after tysation tnote 2, page 22 (32) 51
(Loss)/profit aftor taxation and oxtraordinary itcms (24) 1
Transfer o vop-distnibatable Teserves (64) {38)
Divadend, (93) (92)
Transfer from distributablo reserves (181) (129
Earmings/floss) per ordinary share 0.6p {3.5p
Net dividend per ordinary share 6.4p 6.4p

Dhectors’ Emoluments
Visrae o2 dires tore |+ smmaumients are sl oui oo page 17,

Zii



SUMMARY CONSOLIDATED

Roport to

Sharehnldors ]B‘) A\ ]L A\N lc ]E 5 ]Hi ]E IE 1[‘
Summary Financlal As ot 31 Octobor

1992 1991
Am Lm
Assets

Cash, securities, loans and investiments 9,126 0,611
Advances to custoniers 16,301 17,190
; Premises and equipment 745 765

! Value and assets of long~term life assurance and
i pension businesses 5,002 +A0Y
Orher assers 1,008 899
32,182 29,934

r
Capital resources and llabllities

Share capital Jug 300
Reserves 1,240 1,346
Minority interests 7 KX
Loan capital 701 )4
2,30 2400
Current and deposit accounts 23,403 21,727
Long-term life assurance and pension bsmes finds 4,593 4,124
Oneher Tabilicies 1,840 1aald
32,182 29,034

Audliters'’ Statement to the Members of TSB Group pic
B our epion e aminney sl satcniont on s 195 10 33w e Cot it e ol ATPFRTILS
aned direators” reart of TSB Coroip phe door ther vear cuded 3% O tobier 1998 d complies weh the
resirLenuats of sectiods 255 ot Comnpane s At 1955 and i repnhitsis made thre , 1ot

KEPMCG Pt Mfarcack. « Bartered Avvesar nite W grste i Anditors, Tombon }t/;f’)‘}"- ir iﬂ.. A /Vﬂ&-’\
13 fammsrs, 20773

Full Annual Aceounts
Phe report of the audienrs or e ali aeousts bor dhe vear cnidid 3 Ougsbes 1992 was unquab  d and
dud s ot coneun a statemat made ander crthr socion 237020 st the ¢ ampanics Act 1955 faccon wng
T Onds OF FECURIS INWECqUAL. BF T nunts oy Az ez With deeerds oF 1oty o weation 2370% ialure
t obtun neec v wmton and < splamnsm

PP



58 orup e NOTES TQ THE ACCOUNTS

Anwal Review 3992

e R PR

1. Exceptional ltems

Exceptional items comprise
reorganisation and restructuring costs
of £38m {1991 £12m) offsct in 1992
by the profit impact of a changed
conmision assumption in the
valuation of the long-term life assurance
and peusion businesses of £,

2. Extrnordinary Items
Extraordinary items relate to the
{loss)/profis arising on the sale or
closure of subsidiaries and are aftera
s credit of L5m (1991 £im)
Included in the 1992 ligure is a
further provision of £12m in respeet
ol the sale and closure of the Targer
group,

3, Contingent Liabllitles
A 31 Qctober 1992 guaraatees,

acceptances and endorsements
totalled £318m (1991 £495m),
other contingent Habidities £32m
(1991 £119m), performance bonds
and other cransaction-related
contingencics L36m (1991 £254m)
and documentary credit and other
short=term iade related
contingencies £70m (1991 £70m).
These ransactions, which are
engered inte o behalf of customers,
are not included in the consolidated
balanee sheet. Tn additon theve are
outstanding financial futures
contracts, forward coneracts for the
purchase and sale of foreign
currencies and varions other feilities
to custonners, 1t is nos envisaged tha
any unprovided irrecoverable liability
wyill arise from these transactions,

This sunumary finaaal statoment was approved by die divedors on 13 famnary
1993 amd signed wn shor hehalf by Str Necholus Goodie o,

12




Raport 1o FIVE YEAR RINANCIAL SUMMA RY

Sharsholdars

1992 1991 1990 1989 1988
Am Lm Lm Lm Lm

Profit and Loss Accotnt

Profit before charge for bad and

doubttul debis 18 619 573 448 465
Chargge for bad and doulfil debs 597 054 201 92 45
Tradang surplus/(dericit) 51 (35) 32 356 420
Exceptional items (%) (N - (201 -
Profit/ (Joss) before taxation 43 7 312 155 420

Batance Sheot Extracts

Total assets 32,182 20934 370 29248 25,552
Advances {net of provisions) 16,301 17,190 17,206 14401 11,189
Current and deposit accouns 23403 21,727 23,047 21,500 18,4952
Shareholders’ funds 1,638 1742 1814 1.853 1806

Other Information

Barmngs/ (loss} per <hase {pence) 0 (3.5) 134 0.6 19.2
MNet divadend por share (pence) + 4 .0 0.0 5.80 5.24
Snare price at vear end {pence) 35,5 1330 1300 1040 1075




TSH Group pe
Annual Roviow 1992

Roglonal moatings alsg
B1ovida opportunities for
Infermal discusalons with
bonrd moembors,

REGIONAL § HAREHOLDER
MEETINGS

Once again we will be holding
Regional Sharcholder Meetings in
addition to the annyal general
meeting in Glasgow on Tuesday 23
March,

These meetings give an opportunity
for shareholders 1o hear more about
their company in 2 relaxed

atmosphere, There will also be an
opportunity to ask questions of the
senior TSB staff present both
formaily during the meceting and
informally, over a cup of tea or
coffee, before aud after the meeting,

The meetings chis year are being
held in Birmingham, Sheffield aud
Bournemouth, Further desails are
given befow and if you would like a
ticket then you should complete the
application form which is atached to
the proxy form enclosed with this
mailing, It should be remembered
thac tickets will be issued on g “first
come first served’ basis,

Blrmingham
29 March at 7,00 pim, 30 March at 1100 an
The Grand Hortel, Colmore Row
Birmmgham

Shaffleld
31 Mareh ac 7.00 p, | April ae 11,00 am
Holiday Inn, Vietora Station Road
Sherfield

Bournemouth
5 April xe 7.0 pu, 6 April at 11,00 3m
The Swallow Higheliff Hotel, $t Michael's Road
Bourncmoutly

Mt CRN I ottty paree B g Mrcre Lewentl ff Typcame £oontrr Cantples ot Waereouche 148

A presontation glvin at a
moeting In 1992,
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TSB Group plc
Accounts 1992

Princlpal activitles

Profit and dividends

Copital

Premises and aqulpment

Subsldlarles

DIRECTORS' REPORT

The directors present their anmual repore and the audited accounts of the Company and its
subsiddiaries for the year ended 31 October 1992,

TS Group ple is the holding company for subsidiaries providing banking and related services,
insurance ard invesouent services, constltaney m emplayee benefits, vehiele vental and leasing
and estate agency services, ‘The principal subsidiary companies invalved in these aclivitivs are
shown on page 5. Included in the consolidated profic and Joss account on page 6 s an analysis
by activity of the contributions to the profit before taxation,

The Group profit afier taxation auributable to the shareholders for the year ended 31 (ctober
1992 was £8m, There was alo an extraordinary loss of £32m, After o transfer to non-
distributable reserves and provision for dividends, £181m was transferred from distributable
TN €5,

On 24 June 1992 the directors declared an ntenm dividend of 3.15p net per ordinary share
which was pand on § Qctober 1992,

The directors recommend 4 final dividend of 3.25p net per ordinary share which, subject 1o
approval at the annual general meeting, will be paid on 5 April 199310 shareholders on the
register on 26 February 1993,

The final dividend, together with the mterim dividend already pards makes a total of 6.4p net
per ordmary share for the year,

‘TSB Group §loldings {Jersey) Emnted and Noble Lowndes Sentlement Thistees | mnted, the
teustees of the TOB Group employes trust, have waved thewr entitlenient 10 any dividend on
shares held by them for wse m respect o the Group'e emplayee share and share option schemws,

Resolutions to contmi: for a further year the anthonties to allot umssued ordinary shares in
the Compatiy are comtanne d vy the nete of the annnal general meetmg,

An authonty fer the Con pant to prrchae ty own shares thyough the stock market exmted ac
the year eiet The authority, which 1 Tnuted to the purchase of up to 223 nulien ordinary
Jhares 1148, of 1ts msstted ordmary dhare capitali, was not vsed dunngg the vear. A resolution Lo
renew the authonty, whisli will otherwise expire at the comJuson of the annual general
meeting, for a pered of up to 18 montis s contamed 11 the notiee of te annual general
eeting.

Details of premmses and cqpupment are set ont on pages 18 and 19.

T'he sale of DT Bank Linnted, windh iraded i the Republic of Trefand - UDT Tt
Southeen Bank, was completed on 11 March 1992,

The sale of London Bridye Fimaree Linnted was completed on 8 Apnl 1942

[hie sile of the Group's shipping agency operations m the Umited Kangdoms and the USA and
slupbroking operatons m the United Kmgdont and Japan was completed on 18 May 1992,
The sale of the shippug services operations hased m the United Kmgdom and Australasa was
completed on 7 August 1992,

T



TSB Group plc
Accounts 1392

Directors

Employces

Directem, Repart

The sale of the reil motor distribution operations of $wan National Motors Limired was
complered on 4 June 1992,

Following a recomimended offer for the outstanding 49% of e shares in TSB Bank Channel
Islands Limited made on 2 June 1992 and approval of'a scheme of arnirgentent made in
accordance with Jersey law, TS5 Bank Channel {slands becume a seholly-owned subsidiary of
the Company on {0 July 1992,

Sir Wichard Lloyd and Me 1D € Moothan retived from the board at the conclusion of the
annuwal general meeting on 26 Mareh 1992, Mr 12 € McCrickard resigned (rom the board on
24 August 1992, Mr 1D M Backhouse resigned from the board on 10 November 1942,

Mr ] A Buens was appointed a director on 1 February 1992 and Mr ] K Elbourne was
appointed a director on 4 September 1992, As 4 director appomted since the lasg annual general
meeting Mr Elhourne retires v die amneal genenal meeting on 23 March 1993 and, being
chigble, offers himsell for election,

"The direcrors renring by rotatian at the annual genera) meeating are M L Bolton and
Mr N ] Robson, Mr Bolton, being eligible, offers lnmself for re-election. Mr Robson,
alehough ehgible, 15 not seeking re-elecuion,

The directon’ mterests m shares and [oan notes of the Company and shares of TSB Bank
Shanne fslinds Linmted are shown on pages 3 and 32

Nao director ad cmatena) nterest many comract, other than a service contract, with the
Company or any of sts subsihanics ar any e durng the year.

Ne director bemgg proposed for elecion or re-electon has a service conmract witly the
Tompany or any af st sabeharies which s termiable v more than one year's notice.

1 he Comparty mamtans wsrance proveling by cover for directars and officers of the
Company and gts sulsidiarses

“The avetage number of emplovees of the Group in the United Kagdom durng the year was
36,715, mcluding 5,284 pare-tane salty amd thewr agggregate sepsmeration {excluding pension
contribugions), part of which) was Bome by the Bl asurnce and pension business finds,
amounted to £358m,

The Group s conumted to employee mvolverniont and wses a vancty of methods ta mform,
consult and involse ws employecs “There are 3 number of well-establihied consullatve and
collectine barganng armngetnents operatmg at company Jevel which ensure thig the views of
employees are taken mto awount m reachng deasons, Withm this framework, emphass
contimies 1o he placed on developing greater awarer.ess of the finanaal and economic facton
whic It aftect the pertormance of the Group. Fnanoal mvolvenrent through sharcholdmg m: the
Group 1s encouraged through profie shanng and dhare opuon sdhemes, wath particrpation s the
savings related share option scheme bemg substantial,

“Lhe Group s comamtted to providing equal opportumtics m employment, ts long-terns policy
1s to achieve a vorkforce dosely matched m respeet of race, sex and disability o the

compusition of "lie conmumty it serves,




TSB Group plc
Accounts 1992

Donatlons

Environmontal polley

Taxatfon

Shareholdors

Substantial
shareholdings

Articles of
assoclatlon

Auditors

Directors’ Roport

During the year the Group made charitable donations of £1,702,321, including £1,346,667 to
the four TSB Foundations.

No donations were mide (or politieal purposes,

The Group has an environtental policy with objectives that include minimising wasee fron all
activities, encouraging employee involvenient in covironmental inprovement, carrymg ot
regithar assessinent of the environnuensal impace of' all business operations and assisting in

developing solutions ro environmmental problems, Regular veviews of all environmental issues
are ntdertaken,

The close campany provisions of the Income and Corporation Tases Act 1988 do not apply to
the Company,

AC3E December 1992 there were 1,25 million shareholders, 95% of whony held 1,000 ordinary
shares or fess, 2% of the issued ardmary shares were held by individual, An apalysis of
shareholders is shown on page 30,

"The Company has been nonfied thar Sehroders ple and certm of s subsidiaries have interests
1 L0 of the ssued ordmary share capital of' the Company chrough their nanagement of
investment prarcfolios for chents on a diserenonary basss, The Company has abo been noulied
thac Pindlips & Drew Fund Managemen, Limted has mterests i 3.00% of the jssued orlinary
share capatall. “The sliares beld by 'TSB Group Holdings Qersey) Lmnted represent 3.92% of the
ssied ordinary share capatal.

The astades of assoctanon of the Company (which regalate the pghes of sharcholders and the
mternal adimmistration of the Companyj have remamed substansally unaltered simee e
weorporation of the Company i 1983, Changes in the law and repulatons to wineh the
Company s subyect and developinensts 1w corporite adimmsteation justify 2 number of
madifications 1o the exstng arches oF assonianion. In preference 1o precemeal amendment of
the exusung artcles, whiclh would necesatate an extremey lengthy and complex resolution, the
madiicanens wall be offected by the adopuon of new artides of asoaation. A special
resolution tor thes purpose 1s «wt ot the notce of the amsual general mveting.

The prinepal proposed changes 1o the articles of asociation are set ont 1 the explanstory notes
on the resulutions to he conaderad at the anual gencsal meeeting,

KPMG Peat Marwack lave sigmified thesr wallmgness to be re~appomted anditors and 4
resolution to that cffect wall ke proposed at the annmal genenal meeunge,

By order of the board /

P 8§ Rowland \}J @ .Z

Scuietary [@ (P : o
o ? o = =

13 January 1993




TSB Group ple
Accounts 1992

TSB Retall Banking
and Insurance

HIll Samue)

Commerclal

PRANCIPAL SUBSIDIARIES

TS Bank ple

TS Bank Chansel Idands Limited

TSI Bank Scotland ple

TS Trust Company Limited*

Banking and related services

Banking and related serviees
{Incorporated in Jersey)

Banking and related services
{Incorporated in Seotland)

Life assurance, pensions, general insurance and
unit trust anagement

HAll Samuel Bank Limited

Hill Samuel Investment Management
Group Limjred®

Hill Sunued Investment Services Group
Limited*

Corporate amd merchant banking

Investment management

Life assurance and investiment products for privace
individuals

Noble Lowndes Group Limited

Swan Navonal Limited
TSI Morrgages Limited
TSI Propeny Services Linnted

Unisted Donunans Trust Linted

Employee benelic consultaney and actuarial
SErVICes

Vehicle rental and Jeasing
Mortpage services
Bstage agencies

Consumer credis, leasing and related services

Al subsidianies are mieorporated i England and Wales unless otherwise indieated,

At 31 Ocroher 1992 al1 of the above conipasiies were wholly owned within the TSI Group,
Those companies tndicated by an astensk are directly asenred by TS Group ple,

Accounts of the compames are made np 1o 31 Octobwer, except 1or dwan National Linnted and
TSB Mroperty Serviees Lamted sid ther subndianes, whose accounts are made up 1o
3 Seprember m oider w avond delay m the preparation of the Group accounts.

Auditors” Roport to the Membars of 158 Group ple
We have audied the accounts on pages 6 10 27 m accordance with Audiing Standards,

T our opimon the accounts give a trwe aind i view of the state of affars of the Company and
the Group at 31 October 1992 and of the profit and cads flowy of the Group for the year then
ended and have been propetly prepared i agcordance with the Companires Act 1985,

4 7 N ’é’ . i‘_‘ Ry
KPMG Dot Marwick Fme fed 7
Chartered Accountants P

Regstered Auditors
Lotdon

e a0

13 January 1993 o

o



TSB Group yle CONSOLIDATED PROFIT AND LOSS ACCOUNT

Accounts 1992 Yoar endod 31 Cctober
1992 1991
Noto A Lm
3 Profit/(loss) before raxation:
TS Reeail Banking and Insuranee
a TS Rerail Banking 297 276
T3 Insurance 129 120
420 396
FIL Samuel
FII Samuel Insurance and Investment A0 16
3 1l Samuiel Bank 54
(421)
3 Loan Admmistration Unit (V7'n
(205) (08)
3 Commereial Activities 41 33
3 Mongage Express tn7) 24
Qperatang profit 1t -
Central costs, meludmg mterest [ (50
Results of busimesses sold O 24
6  Exceprional nems tH) (12)
rofii /{loss) hetore taxaton 1% (17}
7 Taxauon (RES] i
Profit/{low) ajter tavaticn 15 {40)
Mmonty interests (7 {4)
Profit/(loss) after taxat.on and nunonty mierests b (500
8 Extraordmary nems after taxation ER]} 51
(Loss)/profit after tasatron and extraordinary Hems 24 i
21 ‘Tramfer (o non-teimbutable reawenves vl (38)
9 Iividends 113 (2)
21 Transfer from stnbutable reszrves RS B (129
10  Farmmngs/\loss) per ordmaey share o o6p (3.5

Of the {law)/profit afier taxation and estraordmary stems, a loss of £18m (1991 profit of
£18m) has heen dealt wath w the accounts of the Companv,

‘I'he notes on pages 10 to 27 form part of these accounts,

G




TSB Group ple
Accounts 1992

Agsots

Copital reseurces

Liabilities

Note

1

12

13
14
46

17
18
19

21

)
-

23

25

CONSOLIDATED BALANCE SHEET

As at 3.1 October

a2 1991
L AN
Cash and shorg-tepm Rt 2317 1,953
frems in o4rse of collection 247 244
Marketable secunties held short-term 142 481
3071 2,678
Notice and fixed loans 4ot 2,343
Investinents 1,500 {1,590
Advanees to customers Ja, HH 17,190
Other seeatints reeeivable 1,008 899
R R 24,700
Premises amd equipment T 765
Assets of long=term life assuranee and pension business funds L3 4,124
Value of Tong~term life assurance and pension busnesses A 345
LA F 29,934
Share eapital (O 396
Reserves 1,24 16
Shiareliofdors’ fisnds 103K 1,742
Minonty mterests ” 33
Loan capieal:
Unalated 145 143
Dated SR 551
Capital resouries RRLRTE 2,404
Deferred taxation 3 05
Creditors and aceraed expenses IR 1,549
Crreent and deposit accous RRN R L 21,727
Long=term hife ssurance and penston bustiess fimds V.am 4124
R 29,934

The aceounts on pages fr ty 27 were approved by the hoard of directors on 13 January 1993

and were sighed on it behal (.

Nicholas Goodson, Chasoman
Peter Ellwood, Clitet Excopave
John Burns, Finanve Director

/
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TSB Group plc
Accounts 1992

Note

Fixed assats

17
i6
Current assets
12
11
Credltors
Loan copital
22
23

Capital and reserves 20
21

COMPAMNY BALANCE SHEET

As at 31 October

1092 1991
Lom L
Tagible assety:
Premises mud equipment 11 9
Investments:
Investient in subsidiaries 1,595 732
Loans to subsidiaries 1,392 1,249
U098 2.9%0
[Jebror
Amounts owed by subsidiaries 15 83
Tasanon recoverable 47 32
Other accounts receivable 16 3
Tnvestinents;
Mutketable securties held short-terin 3 |
Cashand short-term fins 0% 1u
140 132
Amoungs llhing due within one year:
Amounts pwed o subsidiries n7 (74
Other credstors and acerued expenses AR Ol
Taxation 48 17
Pivsdend 47 47
G2 790
Net eurrent Tubiliges {774) (667
Total asets less Current habilities 2,323
Greditorst Avastints falfings dre atrer more than one sear.
Undated Joan cap ital 1 10
Dated loans caprtal JR6 481
KN 581
PNt assegs f.3s 1.7242
Called up share caputal L 396
[Reserves 1,340 1,346
Sharcholdsrs” funds 1,038 1.742

The accaunts on pages 6 to 22 were apprayed by the board of directors on 1

ancd wer2 segmed o ats hehalf by:
Nicholas Goodison, Charrman
Peter Ellwoaod. Cluef Executive

Jobhn Buris, Fuiance Prireceor

amary 1993
oy




TSB Group pic CONSOLIDATED CASH FLOW STATEMEMT
Acgounts 1992 Year ended 31 Octoher
1992 1991
Note Am Am
30 Net cash flow from operating activities 1,811 (202)
Servicing of finance:
Dividends paid {H3) {92)
Taxation:
United Kingdom Corporation Tax paid - (8)
Qverseas taxation paid (7 (13)
Tota! taxation paid (7) (h))
Investing activities:
Purchase of premises and equipment (129) (168)
Purchase of shares in subsidiaries (40} (7
a1 Sale of subsidiaries and businesses (net of
cash and cash equivalents sold) 23 6
Sale of premises and equipment a3 39
Net cash flow from investing activitivs {(1h (72%
Net cash flow before financing 1,598 (387)
32 Fipanang:
Issue of ordmary share capasal
(including share premium) X 2
{Repayment)/issue of loan wipital (51 128
Net cash flow from financing 3 130
33 Increase/(decrease) in cash and cash equivalents 1,601 {257)




TSB Group plc
Accounts 1992

Note 1
Basis of consolidation

Noto 2
Accounting policles

Seeurities

Provisions for bad and
doubtiul debts

fnstalien tinance and

personal loans

Drepreciation

NOTES TO THE ACCOUNTS

The consolidated accounts, which comprise the accounts of the Company and all of its
subsidiary undertakings (‘subsidiaries’), are prepared in compliance witl seetions 255, 255A and
2558 of, and Schedule 9 to, the Companies Act 1985, The value of the Group's long-term life
assurance andt pension business funds are direetly linked to the value of the constituent asses;
cach is included in the consolidated balance sheet as a single separate amount under a heading
appropriate te the business, These assets are analysed in note 18, No profit and loss aceount is
Jhiown for the Company, as perinitted by section 230(3) of the Companies Act 1985, and the
Company balance sheet Ias been prepared in compliance with seetion 220 of, and Schedule 4
to, thatr Act.

The accounts have been prepared under the historieal cost convention, modified by the
revaluation of certain assets, and in accordance with applicable Accounting Stndards, The
prineipal accounting poheies adopred by the Group are doseribed below,

Marketable securities held for the short term are mehnted in the balance sheet ar market value,
tnvestments held for the long term which are redeemable at fixed dates are seated in the balance
sheer on the basis of amortised cost. Other long-term investments are stated in the balance
sheet at cost less provisions for penmanent dimunition i value. Invesunents of the Group's hfe,
pensions and general insurance businesses are included m the balanee sheet at market value,

Al gans and Josses ansing on securities held ac market value are dealt wath 13 the proficand loss
account except for those ansing on mvestments held watlnn the lifie and pension funds which
are dealt with m those funds. Realised gams and losses on Jong=term investiments are dealt with
inn the profit and loss acceunt as they anse, Gans and losses ansing from swatches of mmvestiients
within the closed mvestment find were treated as part of the mvestment yield of the fund and
terefore carned forward as part of che cost of replacement mvestments, being, amortised over
the average macurey of the portfoho. Ths fund was discontmued durmyg 1992,

Specific provistons are made agamst advances which are recogmised to be bad or douhuful, In
addition, general provissons are mamtamed 1o cover bad and doubuiul debis which may be
present av the vear end w the portiolo of advances but which have not heen specifically
rlentified,

Ineame from mstalment finance husiness and personal loans 18 credsted to the profit and Toss
account in proportion to the reducng balanee of funds outstandhisg,

Drepreciation 1s not charged on certam frechold buldings and leaseholds with more than 50
vears unexpired, prinaipally bank premises, as the directors do not consider it to be sigmficam
i view of the usefnl cconomie ives of those properties and, having regard o the high standard
to which they are mamtaned, ther resadual values, I prior years these properties were

depreciated. The tmpact of this change of pohey 15 not matersal.

Depreciation on other frechold binddings and leaseholds with more than 5 years unexpired 1
provided on a strarght line basis at 27 per annum. Other feasehold mterests are written off by
equal instalments over the unexpired term of the Tease. No deprecsation s provided on
frechold land,

1




TSB Group ple
Accounts 1992

Note 2
Accounting pollcles
contlnued

Assets feased to

customers

Life assurance and

peusion businesses

General insurance

business

Pension costs

Deferred taxation

Notos to the Accounts

Computers and other cquipment are depreciated on a straight line basis over their estimated
lives, generally between three and ten years (the average being eight years).

Income from finance leases is credited to the profit amd loss account in proportion to the net
funds invested, using the investment period method, Finance leases ave included in the balance
sheet as patr of advances to customers at wnounts based on the discounted value of future
rentals,

Income from operating leases is credited to the profit and loss account on an aceruals basis, ard
these leases are included in the balance sheet as part of advances to customers at net book value,

Life assurance and pension policyholders’ assets are segregated from the sharcholders' assets.

Actuarial valuations are prepared annually and the directors of the Group's assurance subsidiaries,
with advice from aetuarivs, determine the proportion of the actuarial surpluses or deficits ro be
transferred between the funds and the profic and loss account. The balance of the actanal
surpluses is carried forward in the life assurance and pension business funds,

The value 1o the Group of the long-term life assurance and pension businesses represents the
net present value of the profits which are ealeulated to arise from business in force and retained
surpluses in the funds, The value, which is mcluded i the balance sheet, 1s determined in
comsultation with independent actiaries,

The merease in the value of the Group's long=term busmesses 15 credited to the profit and loss
account in addition to the release of surpliss from the funds, The inercase in the value of Jong~
terin businesses 15 grossed up for 2ax ac the corporation tax rute. The merease after tax in the
valtie of long-term businesses meluded i the profic and Joss account is transferred to non-
discributable reserves,

The underwriting result of the general insurance usiness s detenned annually and included
in the profit before taxation after taking it account premmums, outstanding claims and
deferred acquisition costs, Premams are mcluded net of retimds and a provision for the
proportion of premiums wrtten m the year which relate to caver provided m followng
periads. The provision for clams ncludes the estimated cost of clauns noufied but not settled
and of clums mncurred but not reported at the balance sheet date, and 15 after anticipated
recoveries from rensurers and others,

ised on actiraral advice, pension costs are charged to the profit and Joss account on a basis
whereby the regular cost is an approxmmately Ievel pereentage of the current and expected
future penstonable payroll. Vamations from the regular cost are allocated over the average
remaining service hives of current employees.

Deferred taxation 1s provided under the Trabiity method on material unmng differences where
there is a reasonable probabiliey that taxation will become payable m the foreseeable future.



TSB Group plc  Notes to the Accounts
Accounts 1992

Investment in  The Company’s novestment in subsidiaries is stated at its share of their nct assets,
subsidiaries

Goodwill  Goodwill arising on acquisitions, being the excess of cost over the fair value of the net assets
acquired, is charged against reserves in the year of acquisition,

Foreign currencies  Assets aned liabilities in foreign currencies are expressed in sterling at exchange rates ruling ac the
balanee slieet date. Wesults in foreign eurrencies are translated into sterling ar average exchange
rates for the year, Exchange differences on translation of the net assets of oversens subsidiaries
and loreign currency loan capital are deale with through reserves, All other exchange
differences are dealt with in the profivand loss wccount,

Note 3  Profit/(foss) before taxation is stated afler taking account of the following:
Profit/(loss} beforo 1902 1991
taxation N
Lm fm
[ncome:
Income from Iisted mvestments including
amartisagon of dated secuntees 93 s
Income from unbsted mvestments 44 30
Other mterest mome R 3,17
Totl muerest Income 2,000 3,307
Income from finance Jease remals 439 517
Expenses:
Interest on deposts and athier accounts 1.021 2,184
[nterest o Joan caputal repavable after more than five years Gl 76
Pensson costs fnote 26) [%}] 21
Bepreciation of prennses and equipnent h 47
Property rentals 57 50
IHire of equipmient 106 7
Auditors” remuneratton 21 a0

I 1992 the Group's auditors also recerved £1.8m m respect of non-audit serviees,

Central costs, mcduding interest, compnee;

Cenmtral, unalfowated overheads 13 15
Net mterest payable Kl 44
nil 59

Uinired Donumons Trust and Morgags Express were m prior years meoded in TSB Retail
Bankng, whilst the former has now been included i Commeraal Activities and the Jatter
shown separately i the profit and loss account, Comparatives have accordingly been restated,




TSB Group plc
Accounts 1992

Note 3
Profit/{loss) beforo
taxation

contlnued

Ncto 4
Directors’
emolumants

Notes to the Accounts

The Loan Administration Unit is a division of TSB Bank plc and comprises the non-
performing and other doubtful loans transferred from il Samuel Bank, It is prineipally
concerned with administering loans where their full recovery is in doube, This unit was created
in 1992 and comyparatives are not available, The results of the unit include the interest cost of
carrying these non-performing loans,

The agregate emoluments of the directors comprise:

1992 1991

L000 000

Emoluments as directors of the Company and its subsidiaries 195 170
Other emoluments b respect of the year, including

pension contributions 1,284 1,470

1,479 1,640

Performance related benuses 162 116

1,581 1,756

Compesation for loss of office 763 282

2,344 2,038

The emoluments of the chairman were £271,105 (1991 £262,990). No pension contributions
were imade by the Company or irs subsidiaries in respeet of the chairman and he does not
participate 1 any bonus or profit sharmg schemes,

The emoluments of the bighest paid director, Mr P B Ellwood, were £373,407

(1991 L300,700), These emolusents mcluded a bans of £17.250 m respect of 1992 and a
deferred bonus of £76,987 in respect of the theee vear penod ended 31 Qctober 1992, Both
honus payments were made under a scheme established sn 1989 and were based on the
performance of TS Rl Bankimg and nsurance, of which he was chief executive, measured
aganst predeternnned targets,

Due to the surplus referrad to m note 26, no contnbutions to the ‘TSI Groop Penston Scheme
were pad m respect of directors dunng the year,

A payment of £763,432 was made 1o Mr 1) € McCrickard, a former direetor, negotiated
through external advisers on the basss of his contract of service which was termumated during

the year,



TSB Group ple
Accalints 1§92

Noto 4
Diractors’
emoluments
contlnued

Nota 5
Transactions with
directors and
officers

MNoto 6
Exceptlonal itoms

F
|

Notes to the Accounts

The mumber of directors whose aggregate emoluments, excluding pension contributions, fell
BETCS 5

within the following bands are shown below:

1992 199 1992 1991
4 0=/ 5000 - 3 £ 85001 — £ 90,000 - 1
£ 5001 = £ 10,000 - 2 L140,001 —~ £145,000 1 -
A 10,001 = £ 15,000 6 6 LI80,001 = £185,000 - ]
A4 20001 = £ 25,000 1 2 L215,001 = £220,000 1 -
L 25,0010 = £ 30,000 2 - L240,00]1 = £245,000 1 -
£ 30,000 = £ 35,000 - 1 £250,001 = £255,000 - 1
£ 35007 « £ 40000 1 - L200,001 = £265,000 - 2
L 45001 = £ 56,000 1 e L2700 = 0275000 1 -
L 70001 - £ 75,000 - 1 A300,001 = £305,000 - !
L 75,000 = £ 80,000 1 - L3T0,001 = £375,000 1 -

At 31 October 1992 the aggregate amounts ourstanding under transagtions, arangements omd
agreements entered o by the Group with directors, persons conneted with directors, and

officers were:

Directors and connected persons Officers
Cuosi Quasi
Loans  loans  Guarantees Loans  loans  Guarantees
Number of persons 4 8 1 ] 1 1
Amount L) 228 13 M) 723 2 a5
The excepronal items comprise:
1992 1u91
Lm Lm
Reorgamisation and restructunng costs (38) (12)
Profit impact of changed conmmssion
assumpuron m the valuatton of longeterm
e assurance and pension busimessezs (note 19) 30 -
(8) (12)




TSB Group ple Notos o the Accounts
Accounts 1992

Note7  The charge/(credit) for taxation, based on the profit for the year, comprises:

Taxatlon
1992 1991
Lm Lm
United Kingdom Corporation "Tax at 33% (1991 33.4%) ol 41
Taxation attributable o franked investment income 3 2
4 43
Qverseas taxation 10 13
Deferred taxation (40} (57
28 (1

Note 8  Extraordinary items comprise:

Extraordlinary items 1092 1991
Lm Lm
(Loss)/profit arising on the sale or closure ol subsidiaries {37) 50
Taxation eredit 5 1
{32) 51

The businesses sold m the year are principally the shipping service companies, UIXT First
Southern and the motor retmbing busmesses of Swan National, Included extraordinary
rtems is a further provision of 120 in respect of the sale and closure of the Target
groug,

In accordance with Fmaneial Reporung Standard 2 the profit or Joss on the disposal of
previcusly acquired businesses now refieets the attributable amount of purchased gooadwill
relating to those basinesses, Goodwill so treated amomnted to £20m (1991 L18m),
Comparanves have been restated,

Note 9 19492 1991
Dividends Am Lm
Interim
3.15 pence net per ordmary share (1991 3,15 pence) - paad 36 45
Final
3.25 penee net per ordmary share (1991 3.25 pence) ~ proposed 47 47
43 92

Note 10 Earmings/(loss) per ardmary share have been cak ulated by dividing the profit after
Earnings/(less} per  taxation and nunority mterests of £8m (1991 1css £50m) by 1,446 mallion shares
ordinary share (1991 1,442 mulhion shares), bemg the average number of ordmary shares 1 wssue during
the year less 66 mallion shares (1991 61 mllion shares) regastered 1 the name of TSB
Group Holdmgs (Jersey) Lumited and the trustees of the ‘TSB Group employee trust,

-
bl
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Accounts 1992

Note 14
Cash and
short-torm funds

Nots 12
Markotabio
socuritios hoid
short-torm

Noto 2.3
Notice and fixad
loans

Notes to the Accounts

The Group The Company

—_—
1992 1991 1992 1991
Lm Lm Am Lm
Cash in hand and with bankers 182 2i2 65 10
Moniey ar eall and overnight placings 1,417 1,262 - -

Notice aud fixed loans due within

seven days 744 479 - -
2,347 1,953 65 it

lucluded abave in the Group’s figures are cash and short-term funds of' £2,298m (1991
1,794} which were within three months of maturity when acquired ~ see noee 33,
- ¥

The Group ‘The Company

1992 1991 1992 1991

L Lm Lm Lm

Treasury and other bills 149 275 - -
Certificates of deposn 142 182 - -
Govermmnent seenrnios 178 11 - -
Orcher securmies 13 13 3 4
482 AR 1 3 4

Included above i the Lroup's figures are marketabic seonnnes f AL252m (1991 £306im)
which were wathin three months of matrty when wquired = see note 33,

Notice and bxed Joans copsyst of seenred and unsecured foans, with 3 maturity beyond
seven days, to anthorsed msutunons, United Kingdom Local anthorities and public

carporations and imdude Joans of LV 095m (1991 £938m3 which matnre bevond one
year,

Incieded i the 10t of nowwe and fised Joans are £1.685m (1991 L534m) whieh were
wathin three months of matursty when acquired = see note 33,

16
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Agcounts 1992

Noke 14
lmrestmants

Hote 1%
Advnacot 1w

custom 33

Notes t0 the Accounts

19992
poolk YVahe yaluation
Lm Lm
Listed ‘uwestmcuts:
Aritish Gn\rcnuncm securitivs 760 766
Rty prvestments alh Fisted 39
the Unised Kingdow 58 58
Qther pvesten s Listed i
e United Kingdom 1 134
Qrher vestnents Yisted alaewhere 197 1497
Un‘dstcd invcstmcms:
By 3 o7
Qithet LY1:) A
1 osses in closed jpvestmient fund -

m——————"

Lnsted Jpesiments are valned 3t id-market prices and unliste
whaton- Brwsh Government securitics and other jvestments w

d {nvesunents at dircctors'

1991

Book yalue yaluarioh

Lm Lm
865 86Y
18 25
44 84
68 68
54 61

ih 3 ook value of

L\.&Stzm are tcdccm‘h\c at fixed dates. Their ol rodempsion calne is L J2Ban
favenens® wirh 2 pook value of 3o mammee 9 Joss than en¢ yean
19 19N
LLm L
Advance® 16,352 16,570
Assets held for fJeasings 1.365 y AL
11,77 18,197

Praviviant (1A &) { o)

"_-—ﬂ"‘

14,31

‘The govements 1B proviiont for had any
902

apeusfit Gienerat Jowal

L Lw Lm

pravisont 3 Legnmng of yoar 25 gt 109
Amountt artten off, net

of reLovenses (o - am
Pronsons ande, les teleasa:d YAl a7 397
Gubsidras- S ond (i ) (@1
Cuerene¥ ard othe? adju\tmems H 2 11
-ﬂ-"'-'
Provisions a3t (rerobe? 1,315 1 At

17

d Joubeful dubts m 10 year Were a5 TolloWs:

1991
Spcciﬁc General Total
Lm L Lm
286 LG 472
(120 (20
652 2 654
M ) &
8 3 5

4925 g4 009
it

P
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Accounts 1992

Notes to the Accounts

Note 15
Advancos to

Assets acquired during the year for Jetting under finance leases amounted to £186m
(1991 £332m}, Net invesuacnt in leased assets includes £289m (1 991 £218m) of

customers  equipment leased to customers under operating leases, shown net of accumulated
contlnued  depreciation of £83m (1991 £68m) and a net investment in hire purchase contracts of
£26m (1991 28w},
Note 16  The Company's imvestinent in subsidiaries consists of shares and capital contributions,
investmentin ‘The principal operating subsidiarics, together with their countries of incorporation, are
subsidlarios  listed on page 5.
Noto 17 The Group The Company
Promlscs and . . . .
| A Premises Equipment Total Premises Equipment Total
oqulpmoen
aue ALm Lm  Lm Lm Lm Am
Cost or valuation:
At | November 1991 534 617 1,151 7 5 12
Aaditions i A 124 | 3 4
ispasals W1 EYTR [ICY]
Subsidiaries sold M 117 ti8)
Rechsafications b-a 40
Curreney adjusements 3 3
At 31 October 1992 b W5 1,181 ] 7 15
Depreciation:
At | November 199) 6h 320 386 1 2 3
Charge for the year 1L Kiv <ty 1 I
Disposals Y e 74
Subsadianes sold Y €13 15
Reclssfications 2 >
Currency adjustments ¢ 5
At 31 Qcrober 1992 o7 w48 i 3 4
Net book values
At 31 Qctober 1992 HY 330 745 7 4 11
Ac 1 November 1991 468 297 705 6 k) ]
k]
i
x4+ 1ﬂ

Fnd S

RN

"Ry T

3 v
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Accounis 1993

Noto 17
Premises and
equipment
continued

Hoto 18

Assots of long-term
life assurance and
penslon businoas
funcds

Notes to the Accounts

The net book vaiue of premises compriscs:

The Group Tiw Company
19492 1991 1992 1991
L Lm Aot Am
frechiolds 322 340 7 )
Long leaseholds k11 45 - -
Short leasehoids n7 83 - ~
114 468 7 b

At valuazion ner of subss uent depreciation:
The Gronp The Company
1442 1o 1093 1991
Lin Lm Lm Lm
1992 { - - -
) = 2 - -
1988 1 9 - -
1983 kL BB - -
1982 and earher years 32 23 v -
At cost Tess subsequent depreciatin RU L) Jif 7 6
114 4608 7 0

Premtses were revalued i the years shown above on the basis of open market value for
existing use. The gross amount of depreciable assets schnded m prewises at 31 Qetopher
1992 18 L1092m. Bguipment s shown at cost Jess subsequent depreciation,

b

The avsers of the bfe assurance and penston Dismess fimds held 1o meet fiabalities to
policyhollers, based on marker values, were:

12 1941
4.0 Am

Praperey 147 196
Equity shares 1.77% Bap
Uit eruses 1,552 2,272
Dixed nitcrest weeuritics “aut 610
Mortgages and loans o 55
Orher accounts recewvable i 735
Creditars and accrued expenises 1087 (58

4.5%3 4,124

e
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Accounts 1952

Note 19

Value of long-tarm
e agsurance pnd
penslon buslnesses

Notes to the Accounts

The increase in the value to the Group of its long=term life assurance and pension
businessos is analysed as follows:

1992 1991

Am Am

Gross fncrease in value of lang-term businesses 166 136
Taxation (56) (441
110 92

Surplus reteased from the funds {46) (54)
Increase, eransferr-:) ro non-distributable reserves 64 48
Value of Targer's business written off against provisions - 3}
Net inerease in value of long-term businesses 04 KES

The gross increase in the value of the long-term businesses is included in the

conselidared profit and loss account, In the year there were no capital injeerions to the
funds (1991 £ 16m),

i prior years the value of the dong-teny life assurance and pension businesses included
prevision for the payment of commission to TSH [Letail Banking when policies were
renewed. Collowing the integration of the TSE Reail Banking and 'TSB isurance
businesses this practice has been disconmued. The amount so relensed has been included
above as part of the Bross increase in valpe of long-term businesses and in the profit and
Jows account as an exceptional item - see note 6,

Che major actuartal assumptions used i the cak ation of the value to the GGy wp of the
lottg~term hfe: assurance and pPension business in foree are snchanged from 1991 and are
a fedlows:
* fature distributable profits afier taxation have been diseounted at 2 rate of 15% per
annu;
* Future gross mvestment retnsns have been assumed at rates varying from 9% ro 11%
ber annum depending on the wpe of asser;
* fong-term mfation rate of .57 per annumy;
* tax hias been provided in fall at the rates applieable 1o nvestment icome, capita)
guns and ananny profits under the relevang tax legislation; and
* fiure mortahty rates, fapse rates and expense levels have been derived from amtlysis
of the recent expenence of dse finds,

20
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Nota 20
Share capltal

Note 21
Reserves

Notes to the Accounts

Allotted, called up

Authorised and fully paid
1992 and 1991 1092 1991
Lm Am Am
Ordinary shares of 259 cach 535 374 376
Limited voting ordinary shares of 25p each 20 20 20
Limited voting preference shares of 1 each 300 - -
825 398 396

6,972,397 ordinary shares were issued during the year for a consideration of £7.5m. Of
these 4,538,918 were issued upan the exercise of share options,

At 31 October 1992 optious to purchase 90,388,503 ordinary shares were outstanding
under the Group's executive and savings related share option schemes at prices from
48.02p to 158.50p per share exercisable up to 2002, The exercise of certain options wiil
require up to 26,818,207 new ordinary shares to be created and allowed, The exercise of
other oprions will be satisfied by transfers of existing shares from the holdings of TSB
Group Holdings (Jersey) Limited and the trustees of the TSB Group employee trust
which are mainnined for use in respect of employcee share and share option schemes,

The Greup  The Company

Lm ALm
At | November 1991 1,346 1,346
Deficie for the year (1813 il
Transfer from profit and loss account ~ relating to
the increase in the value of long-term business o -
Goodwill written off on acquisition of shares
in subsidiaries i3 -
Goodwill written back to the profit and loss account 26 -
Currency realignment 7] =
Prettiiunt on issue of shares {net of expenscs) 5 R
Other i3 -
At 31 October 1992 1,24 1,240

The Group's reserves at 31 Qctober 1992 include surpluses on the valuation of long-

term life assurance and pension busitiess sn force of £348nt (1991 £284m) and on the
revaluation of premuses of £5m (1991 £7m}, and a share premium account of £6.%m
(1991 £1.6m).

The Company's rescrves inchude the share premaum account of £6.9m (1991 £1.6m),

The cumulative amount of goodwill on acquisitions made in the current and earlier years
and charged against the Group’s reserves is L701m (1991 £712m). It s net of any
goodwill attributable to subsidiaries or businesses subsequently sold,
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Accounts 15982

Note 22
Loan capltal —
Undated

Note 23
Loan capital —
Dated

Notes to the Accounts

The Group The Company

1992 1991 1992 1991

Am Lmn fim Lm

USS75m perpecual floating rate notest 44 43 -~ -
L100m perpetual floating rate nores” 100 100 100 100
148 143 100 100

TThese have been issned by a subsidiary and earry the Company’s subordinated
guarantee,

*These are subordinated to the claims of other creditors of the Company,

Loans bear interest ar rates, fised periodically, based on interbank rates.

The Group The Campany

1992 1991 1992 199

Lm Am Lm Lom

Bank loan 1993 - 5 -
8% unsccured loan stock 1989794 Y 9 - -
USs30m floating rate notes 19964 19 17 -
£ 135m zero coupon bonds 1998* 74 67 74 67
US833m guaranteed floating rate notes 2001+ 17 19 17 19
L100m variable race notes 2003 100 100 100 100
Yen 3bn curocurrency zerv e+ 1 bonds 2003+ @ 9 49 9
L100m 10,625% loan stock 20ty 1he 100 1) 100
L100m [2% bonds 20117 10 101 1) 100
USS100m floating rate notes 2016+ 1 57 - -
£135m floating rate notes 20634 ol 68 86 86
563 551 486 481

1These have been tssued by subsidiaries and carry the Company's subordinated
guaraniee,

"These are subordinated to the claims of other creditors of the Company,

The £135m floating rate notes 2063 carry an interest rate which is related to LIBOR
until 1998 and thereafter interest 15 payable at a nominal rate. The liability of the Group
to redeem the notes at their total nominal amount of £135m arises in the year 2063 or
on the earher liquidation of the Company otherwise than 1 the course of'a
reconstruction. These notes were issued by a subsidiary under the Company's
subordinated guarantee and the proceeds lent to the Company on a subordinated hasts,

The US$33m guaranteed floating rate notes 2001 and the Yen 3bn CULOCUTTCNCY ZErp
coupon honds 2003 were issued by a subsidiary under the Company's subordinated
guarantee and the proceeds lent to the Company on a subordinated basis,

loans bear interest at rates fixed periodically, based on interbank rates, excepr where
otherwise stated.
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Note 24
Deferred taxation

Moto 25
Creditors and

accrued exponses

Note 26
Pensions

Notes to the Accounts

The Group

The Company

Lm Am
At 1 November 1991 65 -
Credited to the profit and loss account (1) -
Subsidiaries sold (12)
Currency and other adjustments (5) -
At 31 Ocrober 1992 2 -
The balance of deferred taxation comprises:
The Group The Company
1992 1991 1992 1991
Lm Lm ALm Am
Accelerated capinl allowances 38 69 - 1
Short-term riming differences (2 12 - {1
Advance Corparation Tax (16) (16) - -
2 65 - -

Deferred taxation has been provided in fitll except that no provision has been made in
respect of earnings retained overseas or the potential liability for taxation which might
arise in the event of iy of the Group's properties being realised at balance sheet values,
since the likelihood of any material liabilicy arising in these respects is remote. Most of
the Group's properties are occupied for the purposes of the Group’s trade and
consequently any gains arising on disposal are normally cligitle for rollover relief,

1092 1991

Lm Lm

Taxation 55 28
Dividend 47 47
Other ¢reditors and accried expenses 1,730 1,474
1.838 1,549

On 31 December 1991 the Group's two main pension schemes, the TSB Group Pension
Seheme and the 1l Samuel Group Pension Scheme, which cover approxinately 85% of
the Group's employees, were merged by transferrmg the assets and liabilities of the 111
Samuel Group Pension Scheme into the TSB Group Pension Scheme, The scheme is of
the defined benefit, final salary type. 1t is selfeadnimistered and funded to cover future
pension liabilities, based on accrued service to date, including expected future carnings
and pension increases.

Formal actuarial valnations are carried out by qualified actuaries annually, Valuations of
hoth the TSB Group Pension Scheme and the Hill Samue] Group Pension Scheme were
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Nota 26  made asac | November {991, These valuations showed that the market values of the
Penstons  assets of the schemes were £1,523m and £230m respeetively, The actuarial values of the
continued  assets represented 184% and 127% respectively of the actuarial value of the bencfits

acertied to members, ealeulated on the basis of pensionable earnings projected to
reticement or earlier exit, and service as at the date of the valuations, The nil rate of
contribution to these schiemes, now refleceed in the currene year clarge, has been
established so as to eliminate the surplus over a period not less than the average
remaining service life of current employees,

The valuations of both schemes were carried out using the projected unie method, The
principal actuarial assumptions used in the valuations of the two schemes were that the
annual rate of price inflation would be 5.5%, the annual rate of return on investments
wouid be 9,5%, annual dividend increases would be 5.5% and ansmual increases in

earnings would be 7.5%, The schemes slow for annual pension increases between 4,5%
ana 5.5%.

The actuaties to both schemes are employed by Noble Lowndes & Partners Limited, a
Group company, The assuntptions used in the valuations have been reviewed by
independent actuaries,

Note 27  Capital expenditure commitments not provided in these accounts comprise;
Commitments

1992 1991
Lm Lm
Contracred 13 58
Authorised, but not contrarted 15 11
Amual commitments under operating Jeases are as follows;
1942 1992
Premises Equipment
ALm Lom
Expiring:
Within one year 6 1
Within two to five years 19
In more than five years 56 -
81 8

Note 28 Turnaver by class of business attributable to banking businesses is not shown. Nou-
Tumover  banking turnover by class of business was:

1992 1991
Lm Lm
TSB lnsurance 330 300
Hill Same! Insurance and Investment 144 211
Conunercial Activities 553 682
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Note 29
Segmental analysls
of net assets

Note 30
Reconclilation of
profit/{loss) before
taxation to net cash
flow from operating
activities

Notes ta the Accounts

The segruental analysis of net assets, included in compliance with Statement of Standard

Accownting Practice No. 25 “Segmental Reporting”, is as follows:

1992 1991
Am Am
TSE Retail Banking and tsurance
TSl Retail Banking 763 718
TSB Insurance 393 N
1,156 1,049
Ll Samel
FLM Samuel Insurance and Invesement 131 110
TN Samuel Bank 497
798
Loan Administration Uniy 81
709 008
Commereial Activities 282 331
Aortgage Express 134 178
Loan capital and other (639) (724
Group 1,638 1,742
The Group aperates predommantly in Great Brinin,
1992 1991
Lm ALm
Profit/(loss) before taxapon 43 (47)
(Inereasey/decrease i imterest recetvable and prepaid expenses {48) 190
Decrease i terest payable and acerued expenses (573 {179
Merease i provisions far bad and doubieft] debes 428 539
{Jepreciation 96 97
Increase wr value of e assurance amd pension businesses (2% (82)
Reorgansation costs pard and charged agamst provision (12} (30)
Lxclunge and other movements {32) 5)
Nee cash flow from trading activicres 295 483
Cash effect of movement 1n:
Advanees to customers 270 {705)
Current and deposit accounts 2,00 {534)
Other creditors 249 (285)
Envestments (15) 485
Cash and shore=term funds 114 {116)
Short-term marketable securities (55) (ten
Notice and fized loans (9923 559
Items in course of collection (3 (13)
Ocher recervables {77y 35
Net cash flow from operating activites 1,811 (2023
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Note 31
Impact of the salo of
subsldiaries and

husinesses

Note 32

Analysls of changes
In financing In the
yoar

Noto 33

Analysis of changes
in cash and cash
efjulvalents

Notes to the Accounts

1992 1991

L Am
Net assets of subsidiaries and businesses sold in the year;
Advances to eustomers (net of provisions) 215 216
Cash and short-term fitnds A3 88
Notice and fixed loans 206 346
Current and deposit accounts (271 (599)
Other net assots 44 33
Net assets sold o 84
(Loss)/profit on sale before txation (2 50
Goodwill written back from reserves {(note 8) 20 18
Total cash consideration O 152

Share capital
(including premium)

Loan capital

1992 1091 02 1999
Sam Am A Am
At beginning of year 147 395 094 555
Cast flow from financing S 2 {5} 128
Cur-ency adjustments - - 12 I
Balinee ar 31 QOctober {15 397 7t 604
The movement iy the year is as follows:
1992 1994
A om
At Deginning of year 0% 2,891
At 3 Octoher 4.235 2,034
Incecasc/(decrease) in cash and cash equivalents J.011 (257}
Cash and cash equivalents at 31 Qcrober comprise:
1992 1991
L Am
Cash and short-termi funds LT t.794
Marketable securities held short-term x32 306
Notice and fixed loans 1,685 534
At 3! October 4,238 2,634

Fhe Greup 1s required to mamtam balances with the Bank of England which, at

31 October 1992, amoanted to L63m (1991 £69m),

26
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Note 34

Contingent

itabiiities, fncluding
financlal instruments

Notes to the Accounts

The Group's banking subsidiaries, in common with other banks, conduet business
involving acceptances, guarantees, performance bonds and indemnities. In additon,

there are interest race and currency swaps, financial futures contracts, forward contracts
for the purchase and sale of foreign currencies, option contracts and facilities provided to
customers. These items are not reflected in the consolidated balance sheet.

Under internationally accepred banking supervisory practice for the ealeulanion of risk
associated with off~balance sheet items, the contract or underlying principal amounts are

converted o eredit risk equivalents by applying specified credit conversion factors or, in
the case of interest and exchange rate related contracts, by marking to market value, The

amounts detailed below are risk weighted according to the nature of the counterparty

and comprise:

Contract or underlying

Risk weighted

principal amount anmount
1902 1901 1992 1991
Lm Lm Lm Lm
Guarantees, acceptances and endorsements 81k 495 IR 338
Otlier contingene habilities R 119 b 51
Performance bonds ai § ather transaction-
rel od contingencics 3 254 17 214
Assets sold with recourse Bl - 20 -
Documentary credits and other short-term
trade~related contngencies ] 70 15 23
Forward asset purchases and forward depaosits
placed 3% o0 67 71
Naote issuance and revolving underwriting
facilities 2 278 LX) 1o
Formal standby facshiies, eredit lines and
other commitinents to lend:
less than one year matuney 1.7 4,51% 1
OHE Year or gver maturity w32 T4 118 225
Exchange rate refated inscraments IK1A 6,392 112 760
Interest rate related imstraments TN 61,459 248 153
Total risk werghted armount 1,127 1,268

The majority of these facilinies are offset by corresponding obligations of third partics,

The Company has guaranteed the loan capatal of certam subsidarics as indicaced in

notes 22 and 23, Tt has also guaranteed lending by subsidiaries of £34m {1991 £34m)

and certain obligrions of subsidiaries.
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sowces of Profit

Analysls of Profit

Notes

PIVE YEAR FITNANCIAL SUMMARY

992 1991 1990 1989 1448
Lm Lm Lm Lm Lom

i3 et Banking Apd Tasurance

%1 1Renl Banking m note {1
TEY Inuwrande

A0 396 36 W8

L Sammuet
1111 Sanued Fisyrance and favestment
110 Samel Bauk
Laan Adunnstratiot Uit
(20R) {4115} {18} 78

Commernial Actviiies 41 A kE) a0
Murgage Bspress (Y] {24) ()] "
—’W&W' i ~p——t --———_—_'_--——-—-d_d-
Openatang prafit LoR - A7 3
Central costs, inelidg nterest (ol {50 M {0)
et of bitsneses aak! 0 24 20 29
Tae cptmu.ﬂ o inote it)) ()] {12 (2}
Profit/ s betore Lanatiuh 43 #7 M2 155 420
et I
Nt mterest i ome 95 1,043 1,023 na 52
o dher BpETatIng e wiEe 50 w77 B3 714 590
Lot 1 ame ' 1,925 v R L Ad2
e Sinsiahiial o by AL v i—————
Yrafl sods 057 701 Ol A5 544
Promses and CoqUpInEnt Loss 210 2y T 165 144
LIghr aperatng Lt 407 00 AR2 A58 254
#M-,-fmwmw,wﬂ_‘___-w———‘—“
] otal costs 1,277 1,541 1,253 1,178 ur?
I e e i
Profis b fore s e (L] ol 573 448 A5
¢ harge Tor bad b doubsivl dedis 57 h54 ani 92 45
"‘F——-P“M’#-;—-JM' ———— it - -
{ radiag ansphusd e faestd &1 {35) M2 356 420
l,\u[vunnﬂ JLETING PR by [t i1 - {2001}
Pl flossy Bton 1asatian 43 (47 M2 155 4210

— ____,__,__———-'-..—--«-,__———i—““,.._-—-—-——"'——————'—'

far P analvss of profit by sour! hias buen green for the year cnded 31 Outober 1UHB a8
aubneguent changes W e compaUanan of the Grouw,- wake companens muleading,.
thy b supuuuﬁ WL £ QUPEIRE
02 & Juml - Sed note 6 on page ¥4 01 the Avionnts.
st - Reorgapion costs rilating Lo e restrucuring of TS Retadl Danking branch
Pankiny aupnanes and the relocanon of 1ts head offive {£,125m) ad ProvIsions
fur passahie Jowses on awap related contradts wath Uted Kingdom Jowad

authontis LLTOmE
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Balance Shest
Extrasts

Othor Information

Notes

Five Year Financlal Summary

1992 1991 1994 1989 1988
Am ALm Lm Lm Lm
Total assets J2,182 0 29934 30,799 29,248 25,552
Average assels 3,088 30,367 30024 27,400 22,646
Value of fong=term hite assurance and
pension sinesses 404 345 30 292 337
Advatiees to customers:
Mortgages 7,024 7424 753 5,658 4,877
Other personal 3500 357 3,108 2874 24i6
Comporate/ commeren) 3,157 5.695 5420 4,913 3,251
Pewed asiew 1,303 1622 1,53 1,201 B34
17,7117 18,199 17,678 14,6406 {1,378
Peovysion s for had and doubatud debty (Atey (1,009 72 245) {189}
Toral advances 10,301 17,1490 I7,206 14401 H1, 180
Current aml deposit sccamts:
Cheque 4,108 4 H 3,770 2394 24415
Retatl deposits 8151 7.127 7ett0 0,48 4,350
Commeraal/wholesale $1,004 11,484 LILE6T 11,167 i0,[87
Toval current amd dep wie acconnn 2heal 2L727 0 23047 21,5 18,952
Sraecholders' funds 1.6 1,742 1814 1.453 | B60
Cost o ratin o th 3 o8 H8.0 724 67 ¥
sk asset ranig ¢ "y 12.2 1.1 124 note {a)
Other operatimg meome  total smcome (' U 45.7 41408 43,4 BliR
Avorape 1S basg rate ooy HIN| 1213 1449 13.4 9.5
Intesest spread fte iy 14y % b a.n \ .
" ;
Tt rest margn funte fugj Fh d 3 45
ParmmgsZiloss por share tpaneyy tl 13 5) 134 00 in2
Net divwdend pe s share ipenuey g0 640 6 40 5 B 5.24
Share pone at voar cmd rpencey 135 4 1330 13 i 10,0y lo7.5
Averae stlf mamie s e sTR 0237 45,658 42,897 39,301

—— ——

rap The ek asset rataos have been calunlated 16 accordance waly Bank of Eoglard requirements

meradaced at the cad af 1989

thy Interest spread s the difterence between the mterest rate camed on average meerest L arng

dssets amd the mtcrest rate pad on average mterest beanng habilioes.

ter Interest margen 1% nut anferest mcome as a percentage of average interest carning asscts,

iy Frgures are not avaifable for 1991 and before,

Al
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Notes

ANALYSIS OF SHAREHOLDE RS
As at 31 Decombor 1992

Size of holdings

Number of

Percentage of

Percentage of

of ardinary shares holdings  total holdings total shares
| - 200 48,28 J.45 .29

a0l - A0 427,054 34.08 8.30
401 = 0 R70,521 45.53 18,44
o0l - 100D 138,440 11,04 640
1,001 - 5,000 63,300 5.0 0.87
5,001 - 10,000 3,28 027 1.53
10,001 - 50,000 1,227 u.10 1.66
50,001 - 00,6000 2 0.02 1.00
100,001 = 500,000 7 0.02 5.10
500,001 and over 208 0,02 5135
1,283,067 100,00 0.0

Classification of shareholders
Ordinary shares

Number of

Pereentage of

Percentage of

holdings  total holdings total shares
Indwiduals 1,118,112 K9, 3.’
Jomnt accounts (ndividuals) 129,502 10,34 1,460
Nominee compames 4,390 4,35 41,08
Banks 146 0.1 na0l
Insurance companies 137 0.0 3.51
Penson funds 120 n,m 2.0k
Other corporate bodies 1,344 0,27 5,00
TS Group Holdmgs {Jersey)
Linmted and the THB Group
employee trust {1) 3 0 4.7
Trustees of the TSB Group staff
share schemues (b 7 £,6010) 1,62
1,095.007 100,01 100,040
Limited voting ordinary shares
5B Foundatson for England and Wales 1 7212
‘158 Faundaton for Scotland 1 19,40
‘158 Foundation for Northers Ireland § 536
T8 Foundaton for the Chann! Islands i Y07
4 10ty 04

fay ‘Tl shares hicld by T5B Group HHoldmgs (Jursey) Limuted and the trustees of the 150

Group employee trust are avalable for use s respect of employee share and share

option schemes.

(hy 9,453,348 Jhares were held by trustees on behalf of 8,883 employees in the United
Kingdom, the Channel Islands and tire Republic of Ireland under TSB Group stafl

share schemes.

Ul
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DIRECTORS!

Beneficiat interests of directors and their immediate families in ordinary shares of 25p

¢ach in the Company are shown below,

At 31 Qctober 1992

INTERESTS IN SHARES

At November 1991
(or date of
appointient il later)

Shares Shares “hares Shares
under under
option apuon

L Bolton 5,391 - 5390 -
J A& Durns 3,660 425,101 061) -
J K Elbourne - 415,401 - 415,401
13 Ellwood NI RA0,251 9,0 441,264
M I Field 9,60t - 9,600 -
IR T reedberg V.80 495,472 3050 477,815
Str Nicholas Goodison H),535 093, 1138 3,525 071,563
P A Harwood 201940 - 2,001 -
JH T Macpherson 16,000 - 16,0400 -
1§ MeGracken 1,00} - 1,081 -
Str Davad Plastow RG] - 14,000 -
Lady Prior 2500 - 2,50 -
N J Robson 5,150 - 5,150 -

Fhe shaves aguired by directors dunng the vear were purchased on the market as

follows:

Shares acgured

= o

Price per share

J A Burns
L § reedberg

d4 oy

¥ HEA

139 1p

122 4p
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Directors’ Interests In Shares

Options to purchase shares are granted under the termy of the Company’s executive
share option and Sharesave schenmes, The Sharesave seheme is a savings related option
scheme which is availabie co all cligible employegs, Options were granted to directors
during the year 1s shuwn below,

Type of Sharcs subject Option price

scheme o grant per share
J A Burns Executive 425,101 123.5p
BB Ellwood Exveutive LiB,987 123.5n
H R Freedberg Sharesave 17,857 huS.np
Sir Nicholas Goodison Sharesave 3495 103.0p
Sir Nicholas Goadisor Sharesave 18,000 105,10

No director exercised any options during the year,

Sir Nicholas Goodison also held pon-heneficial interests in 12,050 shares at 1 November
1991 and 31 Qcroler 1992,

At | November 1991 Mr J {1 F Macpherson held a beneficial interest in L6580 of
variable rate loan notes 1992 which were repaid on 31 Qetober 1992,

Mr £ A Harwood and his innmediace fanrily hield benefieia) inreress iy 1,705 ordinary
shares of 25p each in TS Bank Channel Iskands Limited ag | November 1991, The
shares were acquired by the Company during the year under the terms of the
recommended offer for the utestancheng shares in TSB Bank Channel Islands,

Except as disclosed above, 110 director Ireld any interests in shares or debentures of the
Company or any of its subssdiaries g¢ November 1991 and 31 October 1992, There
have been no changes in the directors' interests i shares between 31 October 1992 and
13 Janvary 14993,

32
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