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Finoncial Highlights

{992 IEEH
FOR THE YEAR tm o
Profit before exceptional items and taxauon 300 8T
Exceptional items (122) W21
Profit before taxation i78 36
!’jsfi‘ii‘,‘?jﬂ.1‘}5“1‘““"'“ to sharcholdens 102 £39)
AT YEAR-END
Total assets 61,354 549 796
Total risk weighted assets 41,937 41,500
Sharcholders’ funds 2,124 2,350
Total capital resourees agod 4498
PER SHARE .
Earnings/{loss) — net distribution basis 9-64p {6-2)p
Net asser value 2799 299p
RATIQS
Return on average cquity — profit before ereeptivmal flems and tavanon (1-4% 2+3%
profit before tavation b:7% 1-4%
Return on average shareholders' funds — profitf{lass] artributable A4 1% (1+6)%
Pre-tax refurn on Marage toral asscts — profit befure exceptivnal sems 0-50% 0.09%
prufit before rasation 0:30% 0-06%
Capital ratios — risk asset ratio 10-7% 10:3%
tier 1 capital to total cisk weighied asets 5-7% §-5%
total cquity to total assetns 31:9% 4 2%

The aanual report on Form 20-F, which 1 filed with the Securitivs and Exchange Commission in

the US, contains additonal statistical information and analpses of Midland Grouop's financial

position and results of operations for 1992, Copics wili be supplied on application to the secretary.



icaagirman’s Stetement

DESPITE THE ECONOMIC recession tn the UK, Madlamd
Bank succeeded in making a ore-tax profit of L1758 miiion
in 1922, This compares with a profis of £L36 millien 1 1991,
Trading profir, before the charge for bad and doubdul
debts, rose by 1% to £960 millien.

The bad deb: charge of L6876
million refircts the continuing heavy ¢
toll taken by the recession on ©oth
business and personal customers in
the UK, and a weakening of other
Eurapean economies. The charge was

somewhat  mitigated by an
improvement in the economics of a
number of Latin American countiies,

which permutted a release ot some of

the provisions on loans to developing
countries.

The depresszd level of economic acuwsty had an adverse
“npacet on interest income, However, the bringing together
of Midland's treasury and capital markets operations in
london, New York and Tokyo with
HongkongBank — one of the major develapments ta foliow

thase  of

our becoming a member of the HSBC Grsup — had an
encoaraging impact on other operatyg ncome. An
important additional contributory factor was the notabic
activity of Midland Financial Services.

That costs have been held in line with "91 reflects the
balanei g influences of offective cost managament dg unst
a charge for permancnt diminution of property values.,

Overall, assets increased by £1-6 billiva m 1992, This
growth was largely due to the cffects of the weakeming of
sterling on balances denominated n foreagn curcencies,
The underlying customer balances fel! Jurimg the perind,
Midland’s tier 1 and total capital ravns strengthened ta
5+7% and 10-7% respectively at the yeo t end, from 5+5%
and 10+39% at the end of 1991,

The economic climate

By the autumn, concerns abow cene.ai cesnnomic recovery,
and asharp riscin the public seuts . burcowing requireiment,

NS SN

fureed the Gengrmanant (380 myor res sions i ity policies,
Sterhing's esan brom the ERM led w o devaluation of the
pound of more thaa 109 agamst the Deutschmark. There
were propressine huase rate reducnions, from 105 to 7% by
the year vid

These stimult have yet to transiate

. mto higher output, due to uncerrainty

. caused by the continuing rise in
+anemployment, the depressed state of

the housing mavet, debt overhang
coupled with suli relaavely high reai
interest rates, and the large number of
The

CONLIMIng

business  fulures. recession

presents A probiem
affecuing netoniy Midiand bur the UK

barking wdustry as & whole.

The HSBC Group and Midland

The HSBC Holdings offer fur Midland was headline news
theoughout the spring wned L ely summer. When Midland
became a member of twe HSBC Group in July, its eventual
organistional strugture had to fie with that of HSBC
Holdings and HongkengBank in a2 manner that would
easure our aclueving the benefits o sharcholders and
customers that were indicated in the offer document,
Fmaedhare seoon was taken within the international and
Enropean branch networks and wirhin head office supporre
functrons alsen the arcas of treasucy and capital markers,
correspondent banking, trade finance, international
corporate  aecounts, peintte banking, and nvestment
manapementand povace chient storkbroking, Considerable
propress has been made in 2 very shoro time,

These changes improve the global access and zxpertise
that  Mudiand's majur  corporate  customers receive,
pactieularly i treasury and te. de finance, Midland is now
the HSBC Nlagship in the UK and contunental Burope. The
ather otk within the HSBC Group, and their customiers,
wall Benelnt from Midtand's strengths in these creas,

HSRC S capital strenpth wall permit us to accelerate the

rate 4t which we can msest in updatng Midiand's branch
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Choirman's Statertent

network and its systems.

Other developments during the year
The Thomas Cook Group was sold during
furtherance of our

1992, 1

strategy  of

concentrating on  <ore bankmng

business.

Within the bank, major steps were
taken to simplify the woy that we deal

approach to managing our basinesses
was discontinued, In pluce of UK
Banking and Midland Montagu, coic

banking operations in the UK are now

g ac s TR

managed on an integrated basis. The

lines of business are supported by
central functions — for examiple, e
information rcchnology, operations, risk management,
finance and persoancl — within a single unificd Midland
head office environment.

Midland began 1992 with © cstrategy of dufferentiating
wself from the competiilon by +ac achicvemens of 1 more
reliable and higher-quality levcl of service. The UK regional
organisation was restructured by rhe integrauon of the
corporate and rezail networks. Five locally-based general
managers assumed rsponsibilety for all aspects of the
bank's business wi.hin then respective divisions. The
purposc of integranon was 1o provide our Customers with
a more scraightforward anu effective buanking «crvice.

Midland will be led i locdl communies ¢ laghly
cxperienced executives prcv;dmgclc.\:, consiment pornts of
contact. An artcle latei m this roport outhnes our
philosophy toward posiuve carpuiaic wvolvement m the
com.vunity, and deseribes son ¢ of the waysm which we are
contributing to its attanment.

The sapport we provide for small busmesses iearures
strongly in the atticle. § am very pleased thar Mudland, m
response to the considerable general public criicinm of
banks' treatmnent of the scetor, has been Jbe consistently
to demonstrate to the Chaaneellor and the Bank of Cagland

—

benefit from
Midland’'s strengths
ws their flagship in

Europe

——

thiat seitire YR cod oRr GWE amall Businese customers have

benefited i full from buse rate cuis
Midiand and HlongompRank sharea deep-rooted small
asttiess ctine and we shall thue recens th~ Group's
particular supperon developing tins

. ares of our home market.

the banks within the
HSBC Group, and

with our custom. rs. The nectoral i their customers, will )

Corparate governance and its
practice

| maide a particuiar reference in last
yeuar's report of £, ¢ importance that 1
attach to good and open co®peraie
povernance, The topie has been the
cubject of a great deal of public com-
ment n the last year, not least beeause

of the publication of the Cadbury

Committee's Code of Best Practice.

| welcome rery much the introduction of the wode. Tt
pocs A long vy wwards defining the responsitulitics of
boards of dirzcnes in 1 maaner tha will reassure all the
staheholdes of a comipaty — shareholders, customers,
staff and the public ar lame ~— of the openness and
cffectiveness of that management.

The cole becomes effeetive for business years cnding
after 30 jnne 1993, The London Stoc). Excharge will
theteaiter make the publication by companics of the
Sratement of Complaace, reviewed by the auditers, an
obligation <7 baang,

Madiane las already developed a high standard of
COTPULITE RO CERINEC AN EAsY red against the provisions of
the code, Now that Midlandisa wholly owned subsidiary,
the board antends 1o maintai these high standards,
QPEratg 1 S0ME INSLANCES through rhe cominittee
wtrueture of the board af HSBC Toldings.

Boord of dlrectors

There was considerable change ‘n the coms osition of the
board of directors, Gene Lockhart and Geurge Loudon,
hoth exewunve dereutors, resigned from the bhoard. Three

JoneereLuines, it Petes Leshe, who was also a depnty



Chai;: .tapn's Stotement

chairman, Jefi Cunringham and St Eric Ponntan retred
as directors. Sadly, Sir Patrick Meaney, who had heen an
influential and energenie director sinee 1980, anid deputy
chairman r.nce 1984, died during the yea.

It was a great loss also that deputy
chief executive Brian Goldthaipe was
forced by ill-health to resign from the
board; he died shortly afterwards.
Brian's carcer in Mdland spanned

over 40 years. Fis reputation and

without, were highly estezmed and he
is greatly missed.

There were a number of additions
to the boar. during 19925, Charles 1}
Mackay, chicf executive of Inchcape, |

|
{
!
experience, within the bank and li
3
!
¢
[
b

U cmermi e o e Te

and Sic Wilfrid Newton, chairman
and chief exccutive of London Regional Transport and
chairman of London Underground, became non-executive
directors, both Leing members of the board of HSBC
Keith Whitson, Midiand's

cxecutive, became an executive director. Geoffrey Mathand

Holdings. deputy  chuel
Smith was appointed deputy chairman.

Two fucther directnrs joined the Hoard i Janunary 1993
— john Bond, a director and group chicl executive officer
<f HSBC Holdings, and John Strickland, also a director of
HS$BC Holdings.

We were particularly picased that Wiifrid Newton and
William Purves, the chairman of HISBC Holdings, received

knigkthoods in the New Year's honours list.

P

e are led locally
by expericaced
executives providing
clear points of
contact in their

conunities

e er—is—

1992 in summaory

Thay has been d morentads yedl £ Micland, dommated
by e nepotrabans Cgacding o ow Fecomng part ol the
HISBC Group, and carsubseauant ategeavion nto it Qur
rembership of one of the world’s
1 rgest and most strongly capualised
wrerpanonal bankng greups pro-
¢ les a  majer  Oppormanity tor
o ddland as a leadhng foree in British
': and European banking and, indeed,
‘g far the custoACTs we serve,

Whten Midland, we have made
PIORress 10 Oux ims of drawing the
bank together, and of providing
» more straightfor-
ward and effective service. The foun-
date +.e are laid for 1993 and beyond.

tnevitably, the any «rees am! upheaval

3
L
k
i customers with
!
.
!

of the past year
created heavy demands an our sta {f, who have made heroic
cfforts under very difficult aircumstances. Huowever, the
stability with which we .merge from 1992 enables us to
make planned and systemand propress, Inan atmosphere
of real opuism, towards achieving our ambition of
beconung o tealy putstanding bank ia a world class

banking nroup

§lr Peter Walters
Chatrmnin

oA A v
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Chief Exccutive’s Review of Activity

COMMERCIAL BANKING

Personal customers
THE CHAIRMAN HAS describad our strategy )
vtate Midland from the compen.ion

diiferen-

i

f
!

by a greater commitment o the
joczl community, and by the achieve-

ment of higher tevels of customer
service. As the integration thar he

outlined proceeds, the necessary

foundations for improvement are L

being put into place. ‘

An industcy code of banking :

practice become cffective in Marck 5

1992, although it shquld be 'i

remembered  that Midland was |
b v = =

already honouring the princip'es of
the codein 1991, The Lncroduction in May of ‘Banking with
Midiand’, the bank's
underlined Midiand's intention to 53t the highest standards

own more rigorous cude, further

of customer service.

Midland takes customer complaints very scriously and
makes cvery possible effortto he prompt and respoasive in
Clear
documented for our customers in our 'How to Compla’
booklet and in ‘Banking with Midland'.

Againstthe background of considerable ermeism of all

investigating  problems. proccdures  are well

banks, and an acceprance on our part that same af the
adverse commesit wWas justified, | wrotc in June to cach of
our four million personal customers. ] wanted to explam
our commitment (0 sCrvice quabity, and t.: invite feedhack.
I seccived 8,000 rephes, more chan 20% of which were
enurely complimentars. wvery letter we recerved was
ackpowledged and all problems fully imvestigated.

W see conscious af the need to hive un 10 Midhaed's

‘hstening bank’ cradition.
understanding  what

An mmporeant sep towards

pur  Customers CXpeLt wih the
introduction early last year Of 4 SEEVIEE medstrement
systern, We had polled nearly 30106 customers by the end

g¢
of 1992, and over 75% «f those surveyad tohd us that we

LY ok e (Y

5

e meeting thain EXpetdinis.

1 [Fedeniaes, [0 nuiitan and extend the momentum of
GRI Sustamer wervice drve, 4 service qualivy director was
L ppevnted wub respansshibst, across the whole of the bank.

A pumber of speaific actions were
her B3 ENProve our crntacs with
. eustomers. Midland's product range

Towas simplafied, particularly 1n
relanion to current acCounts. To offer
greater customer convenicnee, nearly
T 1,300 {(70%) of owr Leanches now
open unul at least ~.3vpm and over
300 Lranches are 0z AN Saturdays.
In addition, Midland now has 134

sites which provide & 24-houy Jobby

P

sLrvice.

Sinall businesses

Our commitment (O SUpPOrUNE small and medium sized
companies was fully demonstrated in 1991, when Midland
was the first bank to launch a business wanking charter,
Tlus was warmly recaved by the siall business seetor. To
exceed these standards, we are currently preparing to
cubianee the ter of the chaster 'a line with requusts from
business owners. o changes will include prenotification
of charges — giving advance notice to the majority of our
omall Business customers of the charges to be made 1o their
Aggounts

To offer speaifc and tangibic assistance to amall
busmesses, Mudiand launched *Midiand Groweh Capital’
and teo regonally based Enterprise funds. These
imitatives wall help to address the percerved ‘equity gap’ for
amaller busmesses with grosvth potential, by opening up
cesources of nsk capital in amounts up 1o £750,000.

Iy recogmuion of the very difficutt chmate for small
Dustness DWHETs, we made no increase in packaged business
warilfs i 1292, Midhand has Also made consistens efforts 10
pmprove 1ty anderstandmg, of «mall  businesses. In
Leapratian with the Donuaster Business Advice Centre, we

ran & sezses of semane hich have been attended by 750
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members of our staff, Also, more than 500 of our managers
have been trained ar Manchesrer Business Schoul on a

course developed with Midland and business owners.

Corporate banking

The recession continued to undermine
significantly the prefitability of the
corporate banking sector but, overall,

o s
i
4
4

bad debt provisions showed some
improvement over 1991 levels. Despute
the

ot e AT S — T

dithcult

environment, NCW
business was acquired in 1992, and
relationships with corporate

customers were strengthened across
all industry sectors.

IV

Customers  with

'

international {
operations are already benefiting © 7T T
from access to our cnlarged worldwide network and
clectronic systems, and from changes in the delivery of

treasury and trade finance products.

Financial services

There were some highly successful results from Midland
Financial Services (MFS), which manages Midland’s ife
and gencral insurance acuvitics, and personal asset
management scrvices, together with rerail stockbrefang
and globa! custody.

Totl fer and commissian INCOMe {rew by 139, withhife
wsurance product income 30% higher. To allow ts wserve
bewer the needs of Midland's personal customers for
investment, and  protection  products, the aumber of
financial consultants locatcd within the branch network
was mcreased from 350 to S00. A {urther increase of 200
15 planned for 1993,

Midland Stockbrokers now has 130 shareshops — 30
more than last year — located within larger branches, anl
continues to make a valuable contnbution Tor the third
year 1 A row, an independent sursey rated Madland
Securities Services one of the top privaders af domestic and
global custody services in the UK,

. -

we are working
hard to achieve a
more reliable and
higher-quality
customer

service

-

Cord services
Croms th of Switch debi card acuvaty contimued apace and
Adlamd Swihi transactions for the year numbered 52
miliion, 4 S5 wcrease over FI9IL To comerde with the
Laundi: ot the firse penenc Switch
C advestang campaga for debi cards,
: we are currently undzriaking sales
1o Midland cardholders

and tetaders v further sumulare

pre [F1913115

usage.
During the year we revised the
chargmg structuie on both Midland

Access and Visa to reduce the ¢ross
subsidy made by credit card borrowers

S

to users of the service who repay in full
cach month.

- ek Some success was achieved in
combanng fraud wvolving debit and eredit cards, through
1 number of speaific mnzatives, We made lmprovements to
he seeuricy of plastic card distribution. We have also
andertaken 2 customer and retuler education programme
which has achicved a considerable increase in awareness of
the implications of card fraud, and the means by which i
may be nuugated.

Carrespondent banking
Correspondent bankmg had o pgood year, producing

excellent results i teems of net profit and, more
We

cradinonally strong steching market franchise in this area of

partcularly, regurn on capstal, reinforced  ~ur

JETIVILY.

Sigmiicant progress was achieved towards integeating
the umt within the framework of the HSBC Group and
capitalising, upon combined strengths,

Overscas operatjons

Apdinst 2 haet pround of wetkening economies, the results
merdlf Liom the operations an conunental Burope were
disappomting. Good petfurmanees from Trinkous &
Bur b iands ne Germany, Guyerrellerm Suatzesland and the
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smail businesses
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Chicf Executive’s Review of Activiry

branches in Greece were offset by losses sustamed n the
Italian and Seandinavian businesses, and by Midland Bank
SA in France, the latcer fargely influenced by a downeurnin
the French property market.

We increased our representation s
the emerging democracies in central I
Europe and are building iclationships
in this challenging arca which will
allow us to rake advantage of future
opportunities.

Treasury and capltal markets
The formation of Midlaud Global

and capital markets operations of
Midland and HongkongBank in
London, New York and Tokyo,
offering a 24-hour dealing service in London.

Midland Global Markets will deal in and offer advice
on the full range of treasury products, including foreign

Markets brings together the treasury i sive in investiga ting
1

arzoze T

exchange and moncy markets, (o support the bank's
substantial UK and international corporate customer base.

‘The merger of activities, which was achieved in just 90
days, combines the craditional strengths of Mudlasd
Europe and North America  with  HongkoagBank's
expertise in Asian and Middle Eastern currencies.

Midland’s treasury sales to corporaic customers
reached record levels in 1992, The regional treasury
ne.work, which offers forcign exchange, moncy market and
capital market products on a regronal basis, continued to
grow in importance.

An increasing number of customers started subseribing
w FXedicecr, our PC-based divect
underlimag our Jeading position in the marker,

dealing  system,

Our commutment to the optitns market remained high
in a year of turbulent (rading conditions, We plan further
growth 1n our options and hedging capability, to provide
customers with a variety of effective safeguards i an
increasingly volatile environment,

In terms of capital mackets activity, 1992 was 3 record

Myt A N

. we take customer
i .

% complaints very

| seriously, and make
Il every effort to be
r
1

prompt and respo-

problems

o

yeat fur both aumber and solame of issues lead managed
by Samuel Moncagu. In the public bond markerts 13 1ssues
were undertahentfor an aggregate volunie of £3+3 biltion.
A number are worthy of particular mention.

§amue! Montagu lead managed
the fiest public eurobond for Cable &
Wireless which, after a wvery suc-

cessful launch, was increased from

£150 meltion to £200 million. Another

first was the financing arranged
for Yorkshire Water, a £40 miilion
fiveeyear deal, which was placed
privately wich a single investor 1n
the sterling  domestic  debenture
market, Samuel Montagu undertooka
further two tranches of The Housing

e e e T e i P, 1

Finance Corporation’s stock issue,
bringing the total amount to £232 million. QOther public
bond issues inclunded two denominated in UsS dollars,

Samuel Montagy also handled a large number of
structured private placements, which brought together
specialised placmg power in Asia, North America and
Europe, with siructuring and tax capability in London.

Greenwell Montagy  Gilt-Edged (GMGE} held its
premuier position 4% gilt-cdged market maker and enjoyed
its most profitable year since formation at Big Bang in
October 1986, 1t continues to deal with most of the major
domestie hnancial insttutions and an increasing number
outside the UK. Of particular note was the enormous
growth in private individuals’ pilt-cdged dealings, GMGE
being one of only three market makers equipped to handle
large numbers of smaller sized gilt-edged bargains,

Equlty-related Investment

Montagu Private Equity (MPE) s the Group's UK and
Ewropean arm speatahising in unquoted equity and equity-
celated mvestmeat. MPE consolidated s strength in the
1992 arcangement of and
participation in pumerous stzeable management buy-outs

market  during through

and buy=inss 1ty leading position was confirmed in the

oy by b
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league tables. Of note were the privatisation ol Clyde Part,
and the management buy-outs of RJ Budge Mirmg, G4 A
Srationery and Edgemond,

Developing countrics

Developing Gountrics Group had |
a very successful year, with economic %
improvements  in several  Tatin
American countries presenting berter i
opportunitics in the financing of L',
foreign trade, debt trading, capital ir
markets activities and in the manage- |

Reyiew of Activity

i ——

Midland and :
HonghkongBank
share a

deep-rooted

dhe rntsaducion of Tlesapai o gne e to major benefits

OF OME « DEPOTILe (sl e

Firstdirect

Lirntdirect, Mdland’s direct banking
divaaen,  contnued 1o acquire
suhstantial numbers of new accrunts;
the total of 350,000 at the year end
9, over 1991,

Atonude surveys ce-affirmed that 90%

was an ancrease of 7

of Firstdirect agcount holders feel the

\etvice offered is better than they have

ment of debt/equity investments. " . i recerved clsewhers, Morethan 30% of
The developing countrics 1 small business %. new  business comes by personal
provisionable exposure ceduced by { ethic '; cecommendacion  from " existing
$1,177 million, or 2194, Significant iﬁ { cusomers,

progress was made towards debt o i With increasing acceptance of the
restructuring agreements for Argentina amd Brasth,  selephone as ey hink to service providers, Firstdirect 1s

including the issue of new bonds for romaning unpad
iaterest until the end of 1990 for Brazil. Given the general
improvementin the quality of thedebi portfolio, we ekt able
to release £98 million of country provisions.

Payments transmission
This proved a difficult and mghly competitive year for
payments and ransmission generally. Midiand, howeven,
cerained market share at approximately 208, thereby
reinforcing our position as 'the money transmission buauk®
It was a key yeur, insofar as the volume of commercial paper
and cheques declined, to be replaced by chectrame and
automated solutions, This was true for both che corporate
and personal marketplaces.

Atian

During the year, Midland took over the lea »

for customer-generated items 10 the Bankees - aomated
Clearing System (BACS), Wr also augmented an extensive
range of paymems products with the launch of 4 full,
financial EDI service — badged as “Tradepay’

The merger broughe a glabal electronie banking system
ofthe foremost quality —*Hexapon' — to Mrdland. fexpedt

LE RN TR PN O

Io

arongly posiioned. We are planping new initiatives 10

enhance Tty Status ab the UK market jeader in direct

hanking,

FORWARD TRUST GROUP
With UK capual investment and consumer spending both
depressed, Forward Trust Group (FTG) experienced lower
volumes of lending but was able to maintain pre-tax profits
4t L43 million. This encouraging result was achieved by an
Improvement i Margmns and a reduction in bad debts. The
costs of runnmg the group were broadly in line with the
previous year.

Acriny ihe constiruent husinesses there werc mixed
resulta, Porward  Asset Finance, Onffin Factors and
Coneard sll performed well. Forward Trust Personal
Finanee was suceessful in raising lending volumes, but
profiabelity apan ifered hecause of customers’ payment
difficuliies.

Despute the fong wait for better trading conditions, FTG

overall continues o dediver aceeptable returns,

oA P [l

do
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MERCHANT BANKING

A nuraber of structural changes were made within Samucl
Montagu & Co. following the merger. Export and project
finance now fall under the Samuel

Midland i
Montagu Asset Management and

Montagu umbrella.

Stockbrokers
were integrated into James Capel.

Greenwell Montagu

Corporate Flnance and Specialised
Financing
Europe is the principal focus of

operations for Corporate Finance and
Specialised Financing, and Samuel i
Montagu has established 12 dedicated 2
continental European offices. brmsremama s T 2

Corporate Finance continued to build on its success in
the provision of financial advisory services to central
Europe. The division undertook s number of major
international assignments, among which were — advising
the Iealian state holding company IRI on the sale of &
controiling interest in the cement company Cementir;
preparation of a feasibility study for the privausation of
Neste Oy, an international oil and petrochemicals group
based in Finland; and an international offering on behall
of Venprecar, a subsidiary of Venczuelan steel and
engincering group Sivensa,

Amongst a number of domestic transactions, Corporate
Finance acted for Lloyds Chemists in its suecessful offer
for the Macarthy Group, for Evered Bardon in the dis-
posal of it non-core cement operations, and for Midlnd
Bank in the sale of the Thomas Cook Group to LTU of

Germany. It alsg sponsored the stock exchange f{lotation
of Taunton Cider,
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Firstdirect
customers feel
| the service offercd
is better than they
bave received

elsewhere
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Spectalned Limancing arcanped semor and mezzanine
debt bnancing for the acguisinan, by way of management
buy-nut, af  Costnuous Coil Anodizing, a DBelgian
company. Equity m the transaction was provided by a

group of investors ted by Montagu

Private Equity and Midland Montagu

tvestissenient.
THETHOMASCOOKGROUP

Cur sale of The Thomas Cook Group
and Thomas Cook Inc. to the LTU
Group and Westdeutsche Landesbank
was completed 1 September. The
decision was pursuant to Midland’s
stated strategy of concentrating on
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core banking business. The existing
commereial links between Midland and Thomas Cook —

prindipally involving the provision of foreign exchange
and travellen' cheques through Midland branches — were
mamtained.

STAFF

The events of the year created a pentod of extreme
ancertainty and some seress for all stafl members. [am most
grateful 1o them all for their sustained effort and for their

manifest Joyalty and resilience during those testing days.

Brian Poarse
Cluef executive
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Midland in the Community

IT HAS ALWAYS been the case that Midland has played a
widespread community role. The activitics of the bank’s
branches, extending as they do to almost every curner afthe
country, touch significantly upon the busitiess and personal
interests of a high proportion of

the population. Bank employees, E
waditionally, have been valued and 3
industrious members of socicety. '!

Corporately, the ULank is an i
enthusiastic member of the Per Cent !
Club. It is commit-cd to investing each i

year at least half a per cent of pre-tax
profits to support it community
programme. The commitmentis made
against both the awareness of social
responsibility and the associated com-
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mercial benefits that derve from it.

The common function of Midland's support for
the communitics 1 which it operates is to strengthen
the cement that binds the bank into s aumerous

constituencies, with the aim of improving the quality of hie.
SUPPORT FOR CHARITIES

The bank’s charitable policy has for many years been 10
provide support to those sections nf the communiry feast
able to help themselves, increasingly emphasising the
needs of young people, particularly ininner city arcas. The
progcamme has recently been expanded, to embrace
cducation in its widest sense.

Midland has always been a sizeable donorto registered
charities in the UK, Until recencly this giving was carned
et in a fashion that was largely anonymous. The bank 18
changing its stance to devote a proportion of 1ts resources
to projects likely to generate sutable recognition of 1s
participation, thus affording the charucs concerned the
OpPOrTUnILy 1O work in partnership wich the bank, to the
incesased knowledge and benefit of both parties.

Seaff initiatives are a vital part of Midland's charitable
programme, and one which will be given cven preater
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encourapenient i future. ‘Throuph a L for Lcharity scheme,
stafl partepated nsome 700 projects in 1992, with
projects voiving from one to S0D participants. All
members, of stafT are able to claimup o £50 to macch their
own funds raised. Projects are &s
Jwerse in their nature as in their

"
;
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number of participants. They range

' from sponsored walks and parachute
% jumps to chariy quiz cvenings and
oarmy assault courses.

:i Charities are direct beneficiaries
I of the bank's commercial activity
% through the issue of affinity cards.
. Eighteen major charitics receive
L

Midland's suppert through its Care
Card scheme. Holders of this credit
card nominate onc of the charitics; the
more they use the card the more the charity benefits, Save
the Children, Guneer Research Campaign, the Spastics
Society and Terrence Fhiggins Trust are among the
Leneficianes,

A praportion of the cost of production of the bank's
own Clhristias cards poes to charity. In 1992, several
thousand pounds were 50 distributed.

REACHING THE COMMUNITY THROUGH
SPONSORSHIP

There is growing public expectation that companies witl
contribute more to the general quality of life than they have
been perceived to in the past. Historically, there has been
A+ view of sponsorship as relating mostly to high-profile,
televiacd events, aimed at establishing or enhancing name
awareness, Midland s redirecting its sponsorship effort
away from such events 1o those that are more focally-based,
and more elosely linked with educauon, coaching and
g, the disadvantaged and deprived.

Midland s realistic about the objeetives it hopes to
achieve through sponsorship — projection of an image of

responsbility, contact with the community, a willingnessto
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Midlond in the Community

give back something in return for business gamed, ard a
degree of favourable public comment.

Each of Midland's regions 1s allocated a budget
annually to be used to support local events, which
cover a varicty of community-related
projects These offer the bank’s staff

a vchicle to establish contct 2 :
different manner and environment i
from the day-to-day  working :
relationship of banker and customer. |

The numerous loeal community T
sponsorships in 1992 included a |
recital at the Salisbury Fesuvaly a quiz nv
in aid of Bacup, the canceg charicy; an E
amateur golf tournament in aid of the :
Warwickshire Association of Youth %

Eouce =T

Clubs; a marquee jazz night in aid of

Wilmstow Mencap and a best kept village competition in
Cheshire.

Sports and youth

Midland's principal sporung activity has heen s
longstanding support for schools tennis. This support has
grown since the bank first sponsored a schooly' weam
competition for children aged 15 years and under in 1933,
Ten years on, Midland s the top sponsor of schools tennis
in the UK and, additionil'y, its programme now includes
junior events, The schools ternis team campetstions, which
are open to all schools, hoth state and pravate, attrict 10
excess of 25,000 young players each year.

In close coliaboration with the Lawn Tenmns
Association, and in conjunction with the Nationaf Hernage
Department, support this year vs beng expanded by putting
coaches and cquipment mto schools where tennis lias ne
previously been played. The contnbution 10 schools,
students and junior tenmss 15 enabhing youngsters from au
carly age to participate in activity wlhich in many cases
would not otherwse be avaniable o them.

Also falling under the youth banner s the Metcupohtan

Police Five-a-Side Youth Football Competition, aand b
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the warlds Tirgest soeccer tournament. This eompetition
1 the baggest communiey relatons project ever undertaken
by the Metropolitan Pol:ce and has the aim of uniting police
aad young people {many from rough and problem areas)
in 4 friendly, informal atmosphere. In
1992 over 4,000 teams took part,

imvalving almost 30,000 young, people
with their sights set on a place in the

final au Wembley Arena,

Helpiag the arts
Midland was the first British clearing

bank to become a major sponsor of the

arts when, m 1972, it jolned forces

with the Royal Opera House, Covent

Garden to establish a  series of

*‘promenade’ pecformances of opera
and batler. Twenty one years Jater these special seasons,
known as the Midland Bank Proms, continue in their
oryginal format. All 400 seats in the orchestra stalls are
removed w enable 700 people, many of them students,
enthustastic chough to sit on the floor, to enjoy world class
performnges at greatly reduced prices.

Arts support has extended to new productions for the
Rayal Shakespeare Company, major projects for the Sadler’s
Wells (now the Birmingham) Royal Ballet, the Royal
Academy and the Whitechapel Gallery as well as hundreds
of wmaller regional and local sponsorships,

shdband recently became the sponsor of the Royal
Academy of Arts Qutreach Programme. Qurreach provides
exciting one-day workshops in vchools, centred on the life
madel, Ted by artists who have geaduated from the Royal
Acadewy sehiools, The workshops are provocative and
challengmg. They arc essentially exploratory, using the act
ot Lfe drawimp to fire sudents interest and to encourage
them o take the mitativean discovering their own creative
patennal,

Linhing m with Midland's copinuing commitment to
the arts, Artseard — sinnlarin concept to Care Card — was
Lanedied 1o 1989, m conjunetion with the Arts Council.
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Midland In the Community
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Since then, Artscard holders have enabled Midland to
contribute over L300,000 o

organisaticns benefit fron regular income which has been

the arts. Eighty-seven

used in a variety of ways — backing new plays, funding
concert  performances, smarening .- .o - -
theatre seats and foyers, and paying

for the of

programmes,

production event

Benecficiaries range widely, Many
of the main provincial theatres receive
regular financial support through the
Artscard scheme. Examples include

v —y———

Oldham  Coliseum, the Liverpool
Playhouse and the New Theatre in
Cardiff. )
Educating young people T ——
Some years ago Midland developed the concept of working
banks, set up in schools around the country, and run by
students aged 13 to 18 years with help from teaching stafl.
They provide young people with the opportunity to have
their own accounts, getting interest on their moncy and
aceess to it cither through the school bank or at Midland's
network of self-scrvice cash machines. From the school's
point of view, MidBanks offer a practizal addition to the
curriculum, providing valuable support m arcas such as
mathematics, economic awareness and careers cducation.
There arc currently over 1,000 MidBanks around the country.

Midland is a major sponsor of Young Enterprisc {YE},
acharity which enables nearly 30,000 tecnagers at colleges
and schools to set up and run their own business each year.
Apart from core funding, Midiand provides a managerial
sccandee and spunsors the national competition {or the best
company. Brian Pearse, chief executive of Midlaad,
chairman of YE; over 300 members of staff act as company
advisers,

Midland has recernitly apreed a commutment wo Drive for
Youth, an organisation for 18 10 24 year olds from arcas of
social deprivation who have experienced unemployment,
drug abuse or petty come, It provides o course of
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motivanosal  trliomg  tu steer  them into  career

development.

Protecting the environment
Support for the environment has, 1o
date, come manly from the National

Trust Card, anather of the bank’s

affinty  cards, through  which

Midland has contributed more than
£700,000 to the National Trust. This
| money has been used directly by the
| Trust to help complete vital tasks
simed at protecting Britain’s heritage.
Projects include barn restoration in
Wharfedale, in North
Wales, the

Shropshire hills, and a guide for

coastlinas

footpaih repasrs  in

- - . b
schools 10 the Trust's nature reserves in East Anglia.

Other initiatives have included the provision of start-up
grants for local groups through the British Trust for
Conservation Volunicers. Midland is also lending suppart
to an environmental project to be staged as part of the Drive
for Youth programme. By doing this, it cstablishes its
commitment 10 the rehabilitativn of young, unemployed
prople by linking it to an imaginative project that benelits
the environment,

CREATING EQUAL OPPORTUNITY

AMidland
OPPOCEUIILILS

works actively towards being an  ecual

employer, recognising that a diverse
customer buse s best served by a diverse we kforee.

Peehaps the hank's most well known actyvity in this area
i 1t nationwide network of 115 nursenes, augmented by 60
holiday plapschemes,

Midland's nursery programme has helped the bank
become jmnt winner ol the 1992 Working Maothers'
Assocaation Employer of the Year award, Midland has
supposted numerows charitiesin a suwlar field — including

Warking Tor Clikdeare, Dayeare Trust, Working Mothers

WA KA LN
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Midlond rn the Commupity

Association, Maternity Atlance, ! jew Wavs to Work, and
the umbrella organisation NAWO Manonal Allisice of
Women's Organisations}

The bank is committed to Opportunity 2000, the
pational campaign for inzreasing the .
quality and quantity of women's

|
participation in the workforce, A |

number of projects are in trin, E
including  personal  development a
progeammes, the establishment ofthe |
Working Parents Network, cxpansion :

of Women's Networks and research !
into various flexible working options. 5

As a corollary to ¢his work, i
Midland sponsored in 1992 a new ‘i
production of Lorca’s Blood Wedding, ;
staged by the Women's Playvhouse L
Trust — an organisation which aims to redress the balance
between men and women warking in mamsirean theatre i
Britain,

The bank 15 a board member o The Emplayers' Farum
on Disability, and has been runmng its pwn disablity
training programmes. lo addinon 1 has miroduced 3
cchabilitation policy, and provided support, including 4
secondee, for an employment projectat Coventey's natonal
college for disabled students.

Midland is working closely with Busiess du the
Community on a national race nteative and (s operaung a
fellowship programme to give work expenenie o ctlnic
minority undergraduates.

Much of the equal opportuniies prORruMme i
augmented by the mainstream activities of the bank's small
business unit.

ENTERPRISE — ENCOURAGING SMALL BUSINESSES .

Midland bas a small business umit to act as the focal pouy
for all matters relaung to small and medm sieed
enterprises. The bank's commitment to che sectar has heen
widely demonstrated.

L I T T T I L)
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Same 6, 5H0 losas totelling £156 msllion have been mads
andee the Government’s Small Firms loan Guarantec
23,000 jobs,
Twenty Midland managess arc currently on fuli-time

Scheme, resnlung w the creaton of over

- secondment local

3

w enterprise

_ agenuics and Training and Enterprise
P Counals {TECs) as small business
¢ counsellors and trainers, During the
150

sccondments have been agreed. The

last M} years over simifar

bank alsa contnibutes approximately
£200,000 each ysar by way of cash
donasnions to enterprise ageneies.

Assistance has been given in the

creation of 20 local loan funds, many

ofiensng  cheap rate  finance to
busimesses in areas of high unem-
ployment {parncularly nner cities) having difficuley
raserp finance through conventional sources. An example
i the London Busmess G rowth Fun i, which offers low cost
finance to start-up and existing buasinesses. 1t addresses
partcularty the needs of ethnic minorities, the disabled, the
langeterm unemployed and women. The fund operates
throuph o netwark of 18 business support agencics, which
cover th g whole Greater Landon area. To date, loans have
breen made torathag I exeess of £600,000.

As part ul the bank™ Manehester Business School
tramng programme for Enterprise Managers, recearch was
carered st into the miluence of the personal characieristics
of young enirepreneurs upon the success or failure of their
omall busiesses, To fud young, entreprencurs, Midland
hinked up with e Prinee’s Youth Business Trust {(PYBT?
usiag some of the trust's Clients as the basis of the research.

Midlamd hinpes that ity speerram of activity embracing
Yl

of helpuag young people to fulfil themselves as indaviduals,

amd Younp Enterprise meets the dual objectives

wiile mereasing the pumber of new enterprises which
wieered, through (rOnmg, example and experience, to

the wider benelit of the comanimty and the national

CLOnony.
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Financial Review
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ol free hunds,

Iateenativnal

1 he deddine ternanonal petds refleets
fewer U5 dollar iterest rues, although
yulds m contmental  Euonpe  have
comned rebasnely stabie Spreads have
Weenn mauntaned, bt the wersational
et nerest margin has reduced by 23
Jraaas puais o 20 2F % The dechne in Ub
dullae shortelerninterest Fates has
alvenely Teted margins through its
elleer bn Us dollar denominated free
funls,

loans  and
averdralts tn which interest s not being
acrued mcreased from L£55m w1991 10
LY im

Joans and overdrafiv on which interest

Averape mtersanonal

1992 Averape international

was averaved, bt provided apanscin the
Bad  debt charge, Jecreased  {rom
AR MU RIREALEL £1,385man 1992,
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Including Thoinas Couk
"F.i_;ummlm 1990 1?‘91 “ﬁl‘)‘)l

Metuzercitiome 1643 1 LY I Y B
COither Gperaung iniome 1,435 1,575 “[.567
Elopcra&@g\_ﬁog; _7;_’;.!38“ ERALY 2
Stalfcosts 1343 1,300 1298
Promisesard equipment  SG0 535 527
Cocher costs 553 53 492

Tgl_:_llupeu.mgcxpmm 2,195 2,384 1,319
Costhinceme ratiof %) F6) P15 707

Excluding Thamas Cook

bpureyndn LI
Neg interestincome 1,573 L&MW 1,659

Otkcropersmpmome_ 1231 1,386, 1:30¢
Sraff cous a6 18 1,175
Premises ard cquipment 437 479 A8
Oikercons 43 w5 ot

2,014
74eh AR=h 0K

Toral cperatng ncome 2804 2975 2.96)

TO!J}VIJPCHIMSFINN}(! 2092 2041

Castfincome tauns)

i s e TPm.s X TR

';‘camsulh& P ;K_IJ'J?U 7\'39[ 1992
UK 47,043 44570 4,564
Overseas AN 260 1444
“Tutal (excl -

Thomas Caok} §i3,261 ATA2L 46,0608
ThommCook 10,02 Wdet -
Total Madland Grea 7

stalf numbers GO0 57440 46008

Finanecial Review

Income and costs = Including Thoemas Cook

The results ul Thom s ook, dor the arae
moaths t 30 Seplember 1592, the o ue vl
completan of ats disposal, Tave oo
meluded i the el wi the Mulland
Group. Thomay Cuak’s peafat hofmre iy
for the mine ponth perad was L1 LA
full year L9m.

P dodlkngy Trossan € aeth, moral ope
CIANBE WRARC deoreased by £8dm 20
L3a7Hm aed rperdtinh
dercased Ty LSt £2,31%n

expenses

incoma ond costs ~ excluding Thomas Cook

Total operabng pcnme far 1992, cx-
cluding Theomas Cook, wa dian L1200
£2,963m. lathe secand habf ul 1992 1ald
meome of £1,567m was L17hm (Ea)
higher than the fies hall.

Mt anterest icnme dechined by LHm
(2%} w 1992 vorpacal with the prar
yoar. Aserape nrerest LA
dechnul by 2, wil o reietion m VR
lending bemy parily wifset by mercases i
the second hall of 1992 10 meonep nrarhu
and dealing asseis, amd i the sierhog
cquivatens of fureign gurrency aswis. In
the United Kingduny, nes mierest SIS
was flat, A small dechne el mteees
meone from pctsmml aml corparate
customers was offuet by e m
treasury. Internatnial permierestmeoniy
deddined, prnn.\n!y o Jemlmy 1o 13,

Other aperatng ¢ oo vased by
L19m (178} lotapn
were LO7n lngher, s

S8 6 NOIEIEN
Lo sale od
fixed rate secunbios nwreastel by L22u
Tncome {eam Madlapd Linancial deevaes
continuad tn rise, Dt hasshang foe
COMMEAION  Hie WS Jower,
addition,  provivunm of LOlm apamsm
venture capital iyestmenty have heen
charged 1o other OpeoAing e
Other operaiing meome 9 142
canstnred 4% of ttal  operatng

eume, conparad wath 4340w 19910 and

Full-time cqulvalent stoff numbers

Total stafl numbers, excdding Thonsa
Cook, fell by LG4 {2 durmp the yer
I the Unwed Cingdum, mueaes
suppust  business prosth Audtamd
Dinanuial Servees amd Tarshdifot W
mare than affser by redution AnIng
from el frienvy savirge and e s ihe

PR T 20 &y 0

Addn o 1990

in the secend Lalf, other operaung
some war £ m (18% ] gher than in
e first half primaniy due to hgher
Jeali, mwome, 2 L63m sacrease m
fureng exchaipe earnings, and profus on
wile ol firxed pae secunues £9m higher,
folluw g the merging of the Midland and
11SBE teasury aguvitics- Other operating
sreanine o Mudiand Financial Serviees and
\he wartds bnsmesses also jncreased in the
vevnyd alf. Provisions aganst venuuse
capital i cstments weee £32m hagher o
the weond hall

lata) uperating cxpenses fell fer the
seeaml JEAT ML SUCCERSION, Staff costs
morenad hy  Llim (%), with a %%
readuciin i henlcount partly ofisctung
whe effet af the annual pay awards.

Prenmaes Aml cquipment costs were
ool Ty E1 T (250D, despite a chargen
1592 nf LV lor permancat dimnution
m the vabue nf ertain premises.

Chhir Losts werd £1am (A%} lower
than 1991, due 10 the contimumg fanon:
abiation ol uperanons and firm control of
merbiend expeiditare.

1 he overall effeat was 1o matait the
LostfanLanme Fana AL 68 6% forthewhale
af 1992, although the second hall e
proned to 67 1% from 70+1% mn the first
halt,

Branch nesswork, and by rananahsanonaf
wipport funenons.

reduced
followang the clevure vl operatons an

Overseas  salf numbers

Nosway and contnued ranonahisation of
AL TIVTTHES AN contimental Lurope.
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1990 1991 1992
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Commercial Bankiag 65§ 557
Merchant Bankng 16 32 77
Forward Teuse Group is 58 41
ThomasCook 3 S .1
Totalbad and
doubtful debtcharge 703 20 676
Gommeesial Banking UX olficer
3 Uerparaicbad debrcharge
[ Pecsonalbad debecharge
B i T ks
f:"‘t
-1
s I Im T
TS
R —— - e
]
N E_
4 {m __1 Py l_.w..-,_ o ==
' [ l
1993 1991 1992
Cammercial Banking
Figutrtin fm 1930 199 l?'_)-z
Speafic proviions
UKollices corporate 373 S31 494
- persanal 112 179 148
Ovencasoffices 3] 2% 17
Lessdevelopedcountnies 180 2 (87}
Totzlspearficpeovinony 6A3 772 570
Genecalprovisions 9 36 (1
Toral Commereial
Bankingbad debtcharge 635 408 §%7

fmm e o mo

[ speaficpronnans U1 Genesslpsamnmnns
amemiarr ] p = —— i e
T T Y

Financial Review

[

Charge for bad ond doubtful debts
The total bad debt charge boas Lallen iy
£227m 1235%, to £6TGm. The muerall
level of charge remams fugh due 1 the
recession mn the Umted Kingdoa and
tewer rates of growth o wnircntal
Europe. Thers has beery a net releaw ]
£39m from provsns agamst b due
fromn LICs, reliccting an unprovement m
the qualiy of this deht pastiole,
Wilnn  Commeraal Banking,  bad
debt  chacges the
corparare sl

aparmt  Joans  to
I

sector  remained
parucularly agunst foans o the property
and construction idustries, hotels aml
catering, aad other seevice mdustnes,
The South East, i particttlar the Losudon
area, contnues 1o be che warnt affected,
The personal sector charge, whilst aall
high, has fallen feam £17%m n 1991 ta
L£148m in 1992, Pravisiony required
apatnst maortgage lsans remsamed tow,
with ascounts three months or more
hul

totat accounts. OF the tal ehaege of

arecars szl reoresenting less than

L642m for UK loans 1o corporate aind
pessonal customers, the second half
charge of £336m way L30m higher than
the [iest hall charge.

An mcreased dharge o woaunental
Luewpean obfimes was partly ofiset by
receveries of previvus years' bad debts i
Australasia resulting n 3 net decrease of
L4m n the kad Jebt charpe n overscas
uif:i.'cs

The net release ol [8%m from LDC
prnpions vchuded £10Im 11991 £3m}
fur a4 release of provisions aganst
ponupal, A L74m (1991 £103m) charge
fur eeserved interest was offset by recopt
ti parbal mterest payments of £i%m
{1997 L44m} and a sale af rights to past
due intezest from Branl and Argenuna of
£42m (1991 L33Im}

The inerease in the bad debi charge i
Merchant Banking, from £32min 1991 w0

27m 1992, was duc to problems
expertenced with a small number ol major
ACCAMNLS.

The Torward Trust Group charge of
L4 mwas £17mower than 1991, and the'
seennd half charge of £18m was Lim
lower than the fiest half, This downward
trend refleces active measures taken to
reduer the rare of default i the personal,
motar aod fixed assed finance businesses.

£ wr M o e M P £ ok R

Bod debt provisfons (exefuding LDC provhilont} as o porcentage of total

{ending {exciuding LDC foans)

Figures 31 % ! 1990 1991 192
Spearfic provisians

Domesti b XYt ER S SR LT+
I_I:isf:lil"lﬂﬂ‘ [ER RN - B R )
Total speurfic

provisong IR EE S LY 2 164
General provisions

Domemc o f6 ey 06
International e300 Gedit 0042
Total general

peoviviens U-52 0epx D0- i)
Tcral provising Led? 190 4029
MEDLANG 21 BANY B

Tutal specific provisions {excluding those
relanng to LDCs) amounzed to £1,343m,
or 3:69% of lending (excluding LDC
loams). General provisions amounted to
£219m, or 0+ 60% of lending. I mortgage
lending 18 excluded, total domaestic provi
wons amounted to $+40% of Jomestic
lending.
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Non-performing foans

Year eedls 2w rocerg 6 e At borm past of the
bopnea tt 60 g Rl el v “ " 1

| Al CELaEt sk Eaments published 11
3RE AL OUE wr o
o o heneacraathars sdloed’s Apaual Repart an borm 20-F
Mueerieses ey 1ade LA s defanties established by the
[nteen ttennal ] kil 1310

secinies amd Exchiange Cammssion e
Tistal fnans dcuited 1t

r Dhmed Tk 1 8
AR T p 1021 L W tryeed Seatgs Those wvreoit nsk
Loams on whiclmtcrnt Coments aho nddude mber toans which
:"":“"‘:’!":l?;::.'.?‘m"' are wntractually 90 days or more
PR KX 1atE 10 amvendue ds regards prindepal or interest
Intetnatwmal payments, sl scroubied debe resi
- fesssTeveduiped o . o
antrIc, AT RETR AL tnemps, which are not shown in the
« uther - 1w 1y adpaent tibled lic aounts set out i the
lnml!u_;il\i‘lln\lmll . vable du not refleet aher seesriy 1aken
INECTCL Y et Ak Lt .
but peuveded Jg‘.,:“ Sagm nam AT for the loans or any related provisions,
Provinicat as % of Net pravivonable Lets developed counsries = provisloncble exposure
provmonable ,—il“:i\!n‘:ﬂ‘r i uIJ
CXPOLAIC w1 shazehulden® funds Yeatetud alimes [ ’ ; E
- e Liv3n R L Venerncka with 4 v valge of $947m
" e e S - b yy; 11133 . .
. Argerina L p0 LI (oer sSLantmd gsc  bonds  are
0 i} . L Pranl 130 LS L6 wllaterabined by Ub wreasury 1870 -COUPON
N e v e T .
I jemqem o i Mexicn Pase 1Ay L ceunneswhich apmatunty Letween 2017
P - il R B " et of Lo Anungy  F082 wmy iR {1020 swill bave Jen !
T ‘:‘“- ‘u i F:L § : ot of the weekd Py L wig MM ;' - . il have & r‘[‘ ‘F;"mdvn ue
y o N b G substambgs el AT S0 vipal 1o the {ave value af the bonds,
40 e ] b ! N
ey Yoy Vot - ; Corampeinics 4 . D bt sales amounstag to SRSSm were
‘ ; ; a8 0 H .
i [ | ?i ¥ E by undran sy sunneots 1 v 22 seved durmg 1992 2 past ol the poliey
i - N S I Loand . Yafuutary shanpicem :
o 1 e l } amb fully soused aos 4012 [, 18 EL08T 1o diee exposure and improve the
I » " =
0 _j [ k [ Provanalile oo auality o the purtfolio, Other reductions
B R 1 2 G T T pAl WL LIS
| : L ﬁs‘ bl Prasvsns (501} VAt LIl 24N arse prunanly because s168m of the debe
i . . - Ll d
10 ._L.-‘!' { i,,m ‘% i ty_‘,{‘ 5 i(- e 'E‘Etm;um.\b!e capraUy \ . , uf ertan countaes 1 no longer
Loy oh "o} g {m; AL puww 2w .
3 ¢ Al '] ay-
o ‘ _i Pt E i Prous ss (Lo} Crar w60 Len provisonable, o Jd from SE7m repay
- 53179961‘1 ,LT:;QT ke S ;T:—Tm—"‘lul’ meaits af prisupal,
wiv RIS B a
= revnnndble e 8303 Ahe} S Pravivonable exposure at 31 Decem-
previb IRy - P
et prevnamsble pee 1992 ancheled unpmd and acerued
expaauee 31 Te 0 -
ShEebotdens” fumds Al-R §8e7 gper Terest of  $449m/L297m  (S$89m/

L1 5m at 31 December 1991) and cquity
Provisunable exposure sy roduced by mmestments, the result of debefequity
SEITTm L2 4D dupg, 1992, followtng 4 swdps, of §362m/L239m ($456/ £244m
pedaatrne of 53w b (COVITON L) M 1 December 1999,

Prossonablic uspestre {211 fy anly Lo¥m ‘T he ahsulute level of debt not being
£22,3 10 srerhng e ms ol 1992 due to the wiviced has decreased from $2+2bn o0
weakenig of stertop at e ond ol the  $2-0bn, but as & proparven of the debe
yeas. purtfoha has wcreased from 40% at the

[Fegvissnnable  expuwre medrded e of 199010 46% ai the end of 1992,
tonds 1ssued by Mo, Plahippines andd

Aoh e A e 21 w A
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Total assets

Bear e g

frpvienen bla it HLAEN| frapd
oo mdshart o tmeedy 30 0 b7 3 e g
Beatmgasuts gt y L)
levevmenty 22 24 It
Mg wath hapka

ot Widays 2l L 1-2
Lormdnig ta wusion W2 WY e
ilier awvab (351 L LI
Tota] dancis LA U Y S OF |
Rask woglued i JI-% 4 € q1em

APPSR a8 S Bl B ne s e e copmer s o
L LA ERT T Y SV P NAuTe B R 1 e PN
Puried 3

Total assers mueeased by Leahin durang
1992, ur £2+7Dn after taking aveonnt of
the daspastd of Thoemas ook e cifoa
of the weabemig of steehing oo halwaes
deavmmated s foragn arionues e
creased total assets by L1 Shy,

Cash and shortaterm fwnls, deabling
asters and placings with haoks over W0
days rmereaned by L1000 10 4 I w Ineh
represented 2PN of toral assen at ke cad
ol 1992, compated ta 28% ag the oned of
1990, and 230 g the wnd ot 1990,

The meeease oy deabing v ol
£2+1bn refieas the eliect of caduange rare

Funding

Yoarend i

| egurcs 1 Ll 9% 1991 1342
Retail and urrporate

fundimg

Current accounts

= ierest free LR § e $*K
= terest bearmp L} L) q9
Sy amd depovg

AcLununes Hia M) 21
Fatal retand aml

corpartate iy, LY IR Y RN T 2. pID]

Whinlesale fondimg

PR ey riather 159 140 Jug
Overons by ookt 407 d b L]
lotal wholtaale b, 61 j4en (841
Capunas and viber XK L. S 1
latal hialulrtics L I & A ST I

SRR T Ledlaires B bmann oM steed e s Tl My
v "6 apital anad ket Bkt ool @l by e oot
Sectiad Lals Damieaesd aand Lot o 0o snaley sreaws o gx 16
LR T B I T T Ry ORI PR TP MO
B cetin it 20w e ozt Vipmian oo i ¢

My ANy 23 v oA,

srakesaatie s 4ogeihor woth tupher levels of
ity b gnenes and forergn ene
witke srickets towards the end of the
e r

“Ihe deerease o invostments i+ manly
anbwtatle 1o the disposal of Thomas
[ETIT1N

Tending to castomters mereased by
L1Ebrd ST e L1607 ha, The weakening
o storhing, apanst the magor foragn
vereiies rosiited e an tncrease an
sterhing, terms of £1-5hn. [endimg te cuss
tosters inreased by £003bn Jue 1o inere-
avtel diorragem loans o magor corporare
aml wstitoteonal counterpartics, which
mre than offset a4 redvction i lending to
personl amd othee business customers
praroctlacly i the United Kingdom,

e gromthom risk wosghted assets of
L0edbin {2 was less than the £ 6bn
P W) o th i sl asets as g result of
the Jaepe moasset ik mil and Jower-
wuphted ok asets, wmchding foans o
and collatensed
s, ncreased during 1942,

wtral  ginermment

Reeul amd worporate funding has increased
by L1 Yha (60} Caeing the year, due i part
to the effe of 2 weakenng of sterling
oxchange rates e foeeign currency balances.
Savngs and depost aceounts, which include
the high interest cheque aceounts of retail
cnvmers awd the nme and notice deposis
ol rewnl corporate customers, mantained
stenly growth duning the year,

Lhe proportan of lending to customers
fandud from sesnl and corporate sources
srcasal o Y0% ar 3 December 1992,
vompared with 59% o the end of 1991 and
Bt the eod of 1999, Ar the same ume
vansh and shoretenn funds, deabing assets
and placengs sl banks ancreased as a
praposin ol whelesale fundmy o 96% at
3 Docombee 1992 from 87% at the end of
8L Al frem TO%G at the end of 1990,
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Copltal Ratles

Year erd b’ HEET | EREM
Capnal ranos o ta s
Rask asset rafw P SR [T T 1 A
Trer b capiabionh

w’e_mh»:r asecis $-4 LR (L
Componuon af capital im L Live
Trer b )

Sharekulders fundsand

musoedies texduding

preauses mvaleanon

surplus) 2T LR 1,198
Trerd

Peemases res luation

surplus 2 229 -
CGencral pravvasions 194 2 Y
Perpetual

subordimareddebs E1M K38 168
Term saburhinaed debe g LGS LISy

(}I‘tqug!!jﬂﬂ:(.}g\plui: - AL H

2,284

Tosal qualdysng tree 2
bt e

2,9

e

Uransolidated

ety 24 (2810 4R
Totalcaputal 4,009 4287 4470
Rk weighted assels

Qa:balanesheet I W0 35,1 14,829
(_}_fj}-.\lnnu-shcct AT 6300 7.108
Taal ruk

weiphted assets 43,787 41,500 41,90

»

Tiee 1 capital ingredscd by LiHim (3% m
1992, manly due w prednt rerentions of
£102m; a writchak of goodwill of £56m
Couk other
dispasals; and Lodm for shares essued under
share opuan schemes and son dividends;

related 1w Thomas and

partly offser by & promses revaluation

defien of £99m  wahuled m resenes

i AN oMot

24

I thow syt e rovaluatios o freckud and
oy Te mche'd pronioacs 14992, the pre-
VAL PICRNYES TOYABANNG FO3ENE has been
chatmated from nee 2, and the Current
defiat on revaluanon has been deducted
fromieer 1 capital “The bases of revaluation
werevpers market value foz exssunguse and,
for ceerun speaiahsed premises, deprecisted
replaccment Cost.

Qualfving ner 2 capual also wncreased
by £111m. The cfiect of che cluminanion of
the premises revaluanon fescrve was more
than offset by the effect of the weaker
stethng eadhange cate wsed in translating
predommantiy  US  dollar denonnnated
subordinated debr.

Bank of
Popland  supervisory  purposes does not

Captal  measurement  for
peenmt quabfying rer 2 capital to exceed tier
¥ capital. This resulis i the disquabification
of £8m {£91m sn 1991) of nier 2 capital
calcutating the consohdated capital ratids at
31 December 1992,

Unconsolilated nvestments wncreased
Juzring she year due o profits retamed in the
companies conderned.

Tlie yprovenient in capital ratos at the
eoud of 1992 which resulred from an increase
m towal capital of £190m was pactly offset
by an merease of L437m in risk weighted
1ssets, The =5k asset ravo and the tier 1
faio wtproved to 10-7% and §-7%
respectively.
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Trading profu before

charge for bad and

doubiful ebts 580 767
Ch:rr,c forbad
and doubtlul debrs
Share ul profits less
Tosierof assosated

(655) (308j

g!:ilﬁl‘!i‘:iggl o 20 12

e i

Profitf{loss} befote

exceptional nemy

and taxation AN {29
Excepuonalsems s
Profit/{luss) befuie

taxanon 4107 [

L16) 1,308
‘..".6 50 676
Operatimgexperses (19291 (1383) 11,889

IR o el spoeta bt aeab v
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1990 wat o 1992
Frgarenia U 1990 V99)
Net)nierest income 1,404 1,457
Other operatingancome 1,105
Tirtal operaung income 1,509

2y s

Year-gnd balaoked
Fegutestn Lba

529

Tatal astets
e s

Tosad risk
weighted assens

g3 1671
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Commercial Banking - proftii(loss) before taxation

Crmerrerunal Bankang w1mpasey HYSETRF
Bashing, Carporaw s Tostsponan <
Barkmg, seatore  capitd FEILYITEN
Mudland inanual hersees, 3 aeandiresty
aadland  Global  Matha, RS UET
furapean subsdsincy, awdses rran-
hes, amd Doveluping Lunntrcs .18 TR

Commeraial Baakang tndang prodit,
hefore bad debis Al exaepraenalems, wl
LT95m was L24m {3 lagler st
1991, Uhe mpron e st agas {roms jreom eby
i toral OpeTAlmE e of L20m i1 a0,
whlat opezatng expepses urcand Iy
auly £2m Profu hefure exavpiunal nems
and taxation wis £25 hmup LIBImanar
the doss of L2900 1921

UK bascd opetations prohe before
exceptional wems and tasanon for 1992
was £259m, an umproresineit ol L326man
the Joss of E67nun 1L

Overseas Commerial Banking upeea
tions rewngded a les hedure exauproal
1y
comipared wuh a peodit wl L3Kni 1l

wems and taxanan of Lam o

Total netinterest icome ui L8487 Imn
Lom (M)
lower than 1991 Wiilst averagy LIy (08

Commenital Banknp was

carmnyg wssety dechned and nun-aceual
loans wereased, Liabality prvads e
provest and spaeahy inefeased on ooy
market assels.

Othee operaunp, mesue wmareased by
£42m o £1,208m, leoame an Mudband
Glabal Markets rove agmfivantly, and
hagher Jevels of mome were reenrded by
Mudland Fmanuial Serviees amd e the
cards busmesses Tiranch comtnsion yind
free icomie ceduced as a result of lowee
actvity Tesels. Provisions PIEAVINETET
venture capital nvessenb have been
charged to uther operaling MCHITE,

Qperatiny CXpentes, whih melude @
£ charge fur permanent disnntian s
the value of premings, werc 2 agher
than 1991 s eellects the contaumg
foem conirol of costs, pagtly offut by the
impact of the 1951 snnndl pay wwardts

The bad debt charge devreasal by
£251n tu LSSTmm 199 2, e dedmg a4 mai
releass of LR nl provising relatg
Tess develaped countrcs, 1 e mverall lesed
of provisieas reaans Tugh as @ resuht of
recgssion e Umred  Kispdom and
ower growth pies mosume wontimental

TR Wt 25 nwaAN? A

T onrerye MR A TTROTRIES

fatad apch g DA of the UK
paswdope ratsoanoof Commeraal Barking,
eadading  Metland I'spansial Services
and Desclopmg Counines aCIvines, me-
wreased Dy LESm 1450 frosy £2.02Iman
ICOTRTE RN LN 1992

In Brandch Bankig and Corporue and
statuasonal Basking, nenintesest incame
dectimed due w Tower fending fevels and
i peaned naeperfosming foans, parly
pifsel Iy an mlpm\ud tilerest sprcad on
deposis, Braneh fece aml commission
nne b reduced, following a lower
volume uf 1ransacons. fngonte from the
card panance and merchant ACCUETING
aukovities mereased, with card ssuIng
Denehiumny, from a {ull year's lee income.
Inwnie {rom venture capual actvities fell
sharply Jue 1o subiss ranial provisions.

Uiestdirest wantanued to develup suc-
wessfully 1y e wath strategic wargzis; the
toral number of cusinmer accounts at the
end af 1992 was 350,000, 3 75% increase
wver yoar emd 1900

lacome gencrsted by Madland olobal
Marhets rne sharply particularly
the sevond hall of the yeas, with tugher
wuenover following the MCrgmg of the
stuilanct and HISBC reasury activities.

lagal uperating ingome in Midland
}inanuiad bervices mereased by £15m{8%)
from £193m 10 L208m. Lifc insurance
product mcome gree by 30%, including
an nerease 1 the toal embiedded value
£55m,
compared with an ancrease of L4lm in
1991, Neginterest income deelmed in line
withangerest faes.

of hfe assuranee business of

Apast 3 hackground of weakening
conmomues the results overall from the
merseas aflices were disappointing. Total
uperating nceme fell by L45m (14%)
feom L322 1991 1 £277m m 1992,
Goud  performances fram Trnkaus &
furkhardt w Germang, Guyerzeller
swirzerland and the hianches in Greece,
were offset by losses sustained in France,
Haly, and Swandinavia,

lutal aperating wmcome from Deve-
fopig, Conntries activiies dechned by
L32ay £2R% ) o L8 2w m 1992, reflecting
Mie reducnon m lendung and lower US
dusthar anrerest rates.
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Financial Reviaw

®

Merchant Banklng = profit:{ioss; before taxation

Merdbant Basking’s tadg poabis o
bad debis and exerptoanl alems W
L51m, whigh was £15m tower than 1541
These results uiedude Samoed hMunisg,
Greeawedt Montags  Sockbrohers aned
Muliand Montage Asset Managemcnt
The latter 1w businesses are i the conrs
of being integrared with othee ITISTITRSYEN
m the HSBC Group
Croup's tr g profir, hefore Dok slelns,
of £48m wompares with £6 S m 1191

Samucl Montage

Net rerest o meeeased by L7,
rellecung an merease of 1% n tital
A5aets,

Ocher uperating  iaome direasal
by wolmy as o result of redueed Tends uf
fec oume. Autity sn the mergers and
ACQUISILION Ared has renvuned low, bt

woros . Ak 24 w0

»oa

3

Y o] Bhontigat s been abie mrenhande

iy wirhet shate, and Speainsed
I onanaeg Jumand for advisery services,
van el s the area of debt restructuring
and tay Basad Binanging, has been 5tm'w
Operaunyg vxpenses were L9m {11%
My,

coneenteanon on reduang the level af

lower  than reflecting cumu)ucd
merbeards 1 a pensod af lower business
sty amd diffreult marker condibions.
Lhe wontemnng deep recesnn the
taned Empgdom kas adiensely affected
Merchant Ted

silsstantl bad debit provissons aganst a

Bankng  and  has 0

amall number of sucoungs i the Umited
Kungdon, Asa result, the bad debt charge
af L77m was L35m above 1990,
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Forword Trust Geoup = poofit before toxaticn
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asets A4y -7 LA

(A grinaes ywae sdsnisons o 0 B Dyrt ok ot 2 vl
acouns of Tiewand trus Gnmp, dolbmaig o ahaige m
sawutiag polry e proit vt Thee junitin dutivr
Lanatrn frprted by Tuewand lone Bor 19490 o (W0 the
sestated winwsonuy bt 1990 aee LAl aundfse e Ll es
adpumment Lt berndedigted HUm uirenL CaF el E0ET
st an the 1992 rrsutiend Ml aied Gormrpd

Thomas Cook = prafit before toxation

Feprotny o (ma D b 1

. L K paemibind
Net wrgrest anceme R\l 67 s

Qthee uperanng iwscone 2 290 ot

Total opatanng imcome Vi 17 k11
Opesa g eapomes Wy (Y {285)
Teastie produ befuse

charge for bad and

doutrfut deban i 1 11

Charpe fot bad

and doulful Jebas (v [41] D]
Prufit helore jaxonon " 9 W0
o SRA B 27 wthA

furw 17 drass Germap's reported trading
meobet Tk

PR L

we b debres dicaned by LSm
A MNet
ne with adsances wh el

(11 Riereyl  sncome

robineeed 1
due to the cheet i ihe recessian., Tetal
asorsdechmed in £0 b {30 £4.0bn,

Ot e aperating LHCeRc conuaved to
paera, aml v £8m [36%; pgher than
19491, pnsapally as a result af ncreased
Operating  eXpenses
were held a the same Jesed as 1991

fLagiorig nenme

e oI vege for boad delss leld by £17m
290, hopmpared with 1934, in respanse 10
4 pradual dedine i hatapees i default.

The share m pefits of sssovated
trading
results fromt Laar Fanance Limssed. This

nudestahings  reflected  poor
sstrness lias Been restrustered o address
the problem.

Varward Trust Group's reported profie
be fure tavating of £53m has moreased by
Ly £ 2270]

(AN

A TAGT TELT AL S

I he sale ot Thomas Cook was completed
win 30 September 1992, Thomas Cook's
cewlts for 1992 are for che nine months
10 the date of sale. The profit before
cavation of £38m was £21m higher than
1991 as 4 result of more normal levels
of proficatulay being achicved in 1952,
fullowing the adverse impact ol the Gulf
War on the travel mdustey m 1991,
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Board of Directors

Sir Peter Waltei:
Age 62 — appuwnted ehmrman i 1991, he
chairman of Blue Cirele, deputy chairman of
HSBC Holdings and Thorn EMI, a director of
SmithKline Beecham and a former charman uf
British Petroleum,

G Maitland Smith

Apge 60 — a director since 1986 and deputy
chairman since October 1992, he i chnirman
of Sears and a direcror of HSBC Holdings and
Hammerson.

B H Asher

Age §7 — appointed a dircctor i 1991, heds a
director of HSBC Holdings and is chairman of
James Capel and Wardley.

J R H Bond

Age Sl - appointed a dicector in January 1993,
he is a director and group chiel eavcutive
officer, HSBC Holdings and a director of
The Shanghai
Corporation, and Marine Midland Banks.

Hongkong nd Banking

R Delbridge
Age 50 - appomted a director an 1989, heis
group (inance director, HSEC Hoidings.

Sir Archibald Forster

Agc6s - a director since 1986, heisa dirccror
of Trafalgar House, Lloyds ~wmister of
Shipping and United Newspapers. e retred
recently from his position as chazman and
chief executive of Esso UK.

C D Mackay
Age 52 ~ appointed a directarn Novenber

1992, he 1y chicf execurive of Incheape and 4
divector of HSBC Haoldings.

Str Colin Marshell

Ape §Y ~ adireitarsinee 19488 he 1 chaimman
of Bl Arways and 4 director of HHBC
Potdngs, IBKTELKE, Grand Metropelitan and
'S A

Sir Wiifrld Newton CBE

Ape fid = appouted @ directur i December
1992, he s chairman and chief exceutive of
fondon Regronal Tranaport, chairman of
London Undeeground and a director of HSBC
Iloldngs.

Baroness O'Cothaln OBE
Age 5§ = adirector since 1984, she1s managing
directar of T he Barbican Centre and a director

of Sears and Tesco.

*B G Peors2

Ape 59 - appomted A directar and chicf
execttive m 1991, he v a dircctor of HSBC
FHaldmgs.

Sir Witliam Purves CBE DSO
Age 61 ~ a director sinee 1987, heis chairman
of 1158C Holkdings and The British Bank

of the M. dle East and a  director of
The Hongkong and Shanghai  Banking

Corporation, and Marine Midland Banks.

J E Strickland
Ape 53 - appointed a dircctor in January
1993, he iv a director of HSBC Heldings,
The

Corporation, and Marne Midland Banks,

Hongkong  and Shanghai  Banking

*K R Whitson
Ape S0 = appomted A dizector i July 1992, he

in depuly chief execuuve.

soyecunive direatoss
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Report of the Durectors

Results for the year
The consohdated profit of the bank and its
subsidiary and assvciated undertakings s
shown on page 35, togethes with paraeniars of
the appropriations therefrom.

No dividend hasheen paid or s proposed i
respect of 1992 13 -4p for 1991).

Prinelpot activities ond business revicw
The bank and its subsidiary undertakings,
operating in the UK and in other parts of the
world, provide a comprehensive range of
banking, financial and related services.

tn March 1992 the bank purchased 500,000
chares in Luromubiliare SpA from three

Euromobiliare  directors  hor 2

total
cor:s deratien of "appreximartely £1-3 million,
which increased the bank’s holding to 56+ 6%.
The purchase folfowed exercise by the Jdirecrors
of an option granted te chem tn December 1991,
In June 1992, as part of the arrangenents for
«  Vitale, the managisy sector  of
Zuromobiliare SpA, to lem e its employment, at
was agreed thac Euromobiliare SpA would
purchase for approximatety £0-35 millien his
91, sharcholding in its 99% owned subsidiary
undercaking, Banca Euromobiliare,

In May 1992 the stockbroking business and
related assets of Sundal Collier Montagu AS, a
wholly owned subsidinry of Midland Montagu
AS, tsell a
undertaking of the bank, were sold ta a
Sundal and

J P Col'ter, whe were directors of Midland

wholly owned  subsidiry

company owned by D F
Montagu  AS, for 2 consideration  of
approximately £33 mitlion,

In September 1992, Midland dispused of s
100% nterest  in Thomas  Cook 10
Westdeutsche Landesbank and the LTU Group
far £209-6 mllien,

The

accompanying, reviews report on the business

chairman's starement and

pini gt
during the year and on futnre developments.

[CRLN O S T L

Share capital
turing the year the merted endinary share
ncieased  from
TH4,909,378 shares 1o 786,502,954 shares
as foliows;
= 10,281,514
Lhdland Bank Group Savings-Related and

canttal of the bank was

shares sssued unider rae
Exceutive Share Option Schemes at prices
ranging, from L1+ 6130 c0 £3- 3310 per share.
— 1,782,062 sharesissued 1n hew of cash by
vay af senp dividend.
The effect of these inereases on the capital

of the bank 1s detailed i note 23 on page 53,
During the year Midland Bank plc vecame

a whoily owned subsidiary of HSEC Holdir s

ple,

Premises vaoluation

Madland Group's frechold and long leaschold
premises were formerly subjeet to valuation on
A quinquennial basis, for the } wpose of
updating their balance sheet value. Following
the acquisition of Midiand by HSBC Holdings
ple, such waiuations will an future be held
tricnmally, commencing with 1992,

The fieehold and long teasehold premises of
Midland Group were revalued at the end of
1992, As a result of the gencerally depressed
state of the UK property market, and of certain
oversens markets, a substantial deficit on
revaluation arose, The value of each of the
premises has been reviewed (o identify those
where a permanent diminution in value has
aceurred, and a charge of £31 miltion has been
mecluded in the profic and loss account as a
cesult. Aftes chiminanng the surplus arising on
previcus revaluatons of £212 million, and after
deducting the net surplus auributable 1o
winarity terests, Jhe remaming deficit on
revaluation of £99 nulhan, which is considered
temporary, is included in reserves.

Further details are meluded i note 16 on
page 18,

WA MNEL DL
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Repart of the Directors

Dircctors

The names of the directars of tie bank servind
at the date of this report ard briel Brapray bual
notes ate set out on page 28,

Duning the year C I Mackay, Sir Wiifrd
Newton and K R Whitson were appuinted
direcrors. J AL H vend and J E Striekland were
sppointzd  duectors in January 1993, In
aceordance with the articles of assoctation of
the bank, these fie divectors will retire at the
forthcoming annual general meeting and, baing
cligible. nffer themsclves for re-appointment,

R Delbridge and Baroness O'Cathain rotire
by rotation in accordance with the arucles of
asszciation of the bank and, bewng clipible,
offer themselves for rcelection at the
forthcoming annuaal gencral meeting.

G Maitland Smuth, who was appeinted o
.ne board i September 1986, was appointed
depa | vhnoaanoithe b 1k in Qctober 1992,

Durirg the wvear T ] Cunmnphaui,
Sir Peter Loslie, G F Loudun, 1 E Lockhar anid
Sir Eric Pocntam cosigned from the buanl,
B L Goldthorpe also resigned during the year
but sadly he dicd in November 1992.

Regretfully Sir Patrick Meaney, a deputy
chairman, dizd in july 1992,

Directors’ interest in contracts

No director had a material interest at any time
during the year in any contract of significance
with the bank, its subsidiarics or nts holding
company, other than a service contract.

Directors® and officers’ Hability Insurance
During the year, the bank maintained lialnlity
insurance for its dircctors and officers.

Audit Committee

The Audit Committee mects regularly with
Midland’s senior financial, nrernal control
and complianee management to consider the
nture and scope of audit reviews and the

ctieataenees of  ateenal contr and
YLHATREENS

The members of the Awdit Commitiee are
¢ Moaathad Smath Cchasrmant, bir Archabald
Farster and Bareness €Catham — a1 non-

EXCLItrIN G et

Employces

At 31 Deccmber 1992 there were 46,008
nersoas employed by sidland, on a worldwide
basis, of whom 43,564 were employed in the
UK. The average number of staff employed each
week, inthe UK, was 53,588 {48,102 excluding
Thomas Cook) and their annual aggregate
remunceation was £837 aullion {£790 nulbion
excluding Thomas Cook}

Employee communication and Involvement
A wide variety of comniunication methods is
wed to keep employees 1 touch with
developments withm Mudland, These methods
1re also used to find out the views and opinions
of cur employees. We hiwe carried out a large-
seale employee survey on a proposed new staff
apprasal vyseem. This is now being piloted in
selected  arcas. 1992 has also seen  the
publication of career guides and a earcer
development diary — to provide the bank with
a  framework wuhin  which managerial
cmployces may be trained and developed in a
consistent and professional way.

Regular discusvons and consultations take
place with the Banking Insurance and Finance
Union and good industeial relations exist
throughout the areas covered by collective

bargaining agreetents.

Employment of disabled persons

Midland plays a Teading tore i the Employers’
Forum on Disability amd  supports the
Seerztariat to the European Parliament’s All
Party  Disablement Group, The bank has
conumned its Dnabihty  Equality Trammng

PR S P | (L3N
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Report ef the Diregtors

and established o Diability Action Group
comprising employees with disalulines who
meet to consider issues affeeting employment
and development,

Midland has developed and implemented a
rehabilitation poliey. The pohicy imoives
consultation and professional employmens
assessment  and  allows  newly  dJisabled
employces the opportunity to explore 4 return

to work.

Donations
During the ysar Midland and its subsidiury
undertakings made dunations in the UK for
charitable purposes amounting 10 L468,899,
In¢luded 1n this sum is an amount of £106,543
which relates to the L1 for £1 staff charity
scheme,

Additional support  wa.
provided through sponsorship projects and by

commanity

means of secondments aimed at improving the
performance of small businesses, particularly
in inner city areas

No donutions were made for political
purposes,

'

Auditors

A resolubon appocitmg KPMO Pear Marwack
amnltars of the bank for the year ending
31 December 1994, m place of Erost & Young,
will be praposed o the annual general meetng,
which wdl alsoauthorine the directars o iix the
renunenttnns of the auditors {special notice
having been recenved).

Lrast & Young have coafirmed that there
are no muarers concerned with their retirement
as audizars which should be brought to the
attention of shareholders and have sndicated
their willimgness not to seek re-appointment at
the fortheaming annual genceral meeting,

The directors would iske to place on record
their appreciation of the services rendered to
the bank by Eenst & Young over many years.

D

By ofder of the boward Poultry
London gczp 2nx

| R Skae, sceretary 2 March 1993

Report of the Auditors

To the members of Midland Bank ple

We have audred che accounts set out on pages 32w 89w accordance with Auditing Siandards,

In our opinion (ke accounts give 4 true and fair view of the state of affairs of the compuny and

of the Midiang Group ar 31 December 1992 and of the profiv and eash flow of the NMidland Group

or the year then ended and have been properly prepated i accordance with the Companies
¢

Act 1985, S
S
Ernst & Young )

Chartered Accountan,
Regestered Auditor

London
2 March 1993
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Principal Accounting Policies

Accouating polives adupred by Blsdlamd Bank phe ook
s subsahiary and assaciated umk*rm'»nw.‘.‘he'Mu'! a1l
CGrroup, are set out heluw atd Are LefsIniern W sthe shiosy
adopted in V9L,

(o) Accounting conventien

The aceounts are prepared i accordance with apphuable
accounting  standards under  the linstoencal  wont
convention modifted by the revaluataon of frecholl .ad
long teaschold premises and certam mvestsients.

(b) Basis of consolidation
The consolidated accounts are prepared i acerdune
with sections 255 and 255A of, and Schedule ¢ 10, the
Companics Act 1985 and deal with the state of sffnes
and profus and losses of Mudland Bank plie aml 1t
subsidiary undertakings and the share of profits and oot
asscts of its rssocated undertakings.

Under the exempuon provided by secuon 230 0f the
Companies Act 1985, Madland Bank ple's pruficand loss
account 15 NOE pregcmcd.

{c) Bad and doubtful debits

Specific and general pravinions for bad and doubalul
debis are based on the year-end appratsal of advances.
The speatfic clement relates to individual danking
relanonclups; the general clement relatet o uther
postuons not separely wentfied but hnown from
expericnde o cXist R any portioho of bankutg
relationsheps,

tiezrest an bad and doubtiul luans cantinugs 10 be
charged 1o customers’ accounts and creditald to et
income where insolvency law persuits, although in nwst
instances a coeresponding specific provision 1S made.
When 1t becomes apparent thal recovery IS undikely,
interest ceases 1o be acerued,

Spcalic provisiens are made apamst loans w aml
interestdue fromborsowers ndevelopig countses The
level of such provisions s reviewed aganst expusire on
4 countey by country basis amd adpsted whea the
cconomic, pohucal or cepronal cieunistances of a4
countey change, assessed by 4 sLoring systent vonusien
with Bank o f England gusdelines. In addman, mterestan
these inans 1 normally provided for whenatys more than
9 days everdue,

When chere 15 ne  prospest of reunery, the
cutstanung debt 1s writtea ofl.

H oy, A M

() tnsta‘ment finence

AR Y L S L) Wele peder oustaament fimnanee
AL ety B e bl moder Tadeanees and otker
BT IR LTI LG LT fisedd £ote apspalmest fiman
Fusttze e AEe e dradtac i o LLrtushl EEEAT CRPEINIL, 13
crediedd 1o e profet amd loss aceonnt proporgon e

ey uratst anedig rudbuniagt I danee

(e) Equipment leased tv customess under [inance
jeases

Amuonnts reveivable ander fnance leases are ngtuded
wnader Salyanices and other asounts’

1 easiig balanwos are stated o the batance sheet after
Jdeduction of vpcarsed Wharges, provision for reduced
futnre temsals, tan wredt cqaalisation and prant
oqu bt

Lt - xpenne Freanns e sning cOTRACEs, other than those with
AL LU v ar stmalar apreerients, 3% credbted o the
{ rufan gind Jnss aegnunt o as 30 Ve a constant rate of
cctarn un (e net cash nnestad over cach penod, alter
Lakiny, gcuannt ai the effects of laxauon.

Where leavng wontracis are csvered by major
cecmrse ur uther sulac agrecwents, meomens rebeased
o onaatam the hook amount of the wsset aL a value
wansstent with the contractual areangements.

{f} Premltes ond cquipment
Certun specaialised  premuscs are depreciated on an
i rdinal b has g regard 1o thesr anticipated useful
Ines. Othee than these, ne depreciation 18 provided on
frechold ur tuag leaschohd premases (50 years and over
nncapiredd, These premases Jre mamtaned to a high
wranmdard amd i s considered that their residual values,
hased o prves prevahag at the tume of the larest
vatuatioi, are such that depreaation s not sigmficant,
Any perntanent dinnition it the valuc of these premises
s charged o the profit and loss account when it occurs.
Any teparary chidnge i walue 18 recognised at segular
poriudic revalinations anel sncduded an the sevaluation
reserve, UOther leasehold lind and buldings are wnitten
ol o the stranghiduse basis ever ten years, oF the period
of the tease, whicheser o the shorer Provision 15 made
fore eosts assanated wath the dispasal of premises for
whieh theze s no further husiness use,

Farmture, btangs aml equipnient are depreciated on
the straghtsdine hasis over ther cstmiaced useful hves at
fates canping from 8% o A% pee annuii,

{pj Dealing airets
Wi ere assets are auquinnd vt the intentwn of ceselhing
hen i thie Aot e at s profit, they are stated 1 the
fal. e sheet at market sabue tncome from deshng
asaers 1s analysuad Buseen hntesest cgome’ end *Other

IR AL Mo



Principal Accounting kalidres

{(h) Investments (other than those mcluded In dealing
assets)

Invesrments aze ep tuded wn the balagae sheeratcont bow
provision lor any permanent Jinanuton i waltee

Where dated mvestments have been purclased at o
premiam or discount, thes: premiums and dissounts are
amortised through the peefit and loss account wer the
period from date of purchase to Jdate uf moawruy 1 the
date of marunity 15 ar the horrower’s opaun witlan o
speaified range of years, the matunsy date which goes
the more conserranve result 15 adopred. These
investments are mcluded an the balance sheet at cost
adjusted for the amortisanan of premiims and diseounts
aristng o0 acquisition. Any profit or less on realisaton
of these investments 15 recogaised 1 che profin and low
account as it arises.

Investments 10 subsidiary and assoanued uedere
takings are stared at share of et tan uble assets and,
where appropriate, cmbedded value as explamed i {1
below.

() Embedded vah:e

Theembedded value of the lapgstcrm assurance hiainess
mcludes the surplus retaned 0 long-tern asairasee
funds and the net present value of pohicies in foree, which
are determined on 3 josttax basis and included
debtors. The remaiming pars of embedded value, being
the net tangible assers of Midland bife Lanmned,
ncluding policylielders’ funds, are cunsohdated  the
Midland Group accounts, Changes m embedded value
arc recogmsed an the profit and loss accouat and, {or the
purpose uf presentation, are gresssed up atche prevaling
raies of taxanon.

(/) Retirement benefits
Annual contributions are made to UK penuon suhemes,
on the advice uf actuanes, for funding of renrenieal
beachits s order 1o build up reserves for each scheme
member during the employee™s working hife in veder to
pay 1o the employee ur deperdant 4 pension after
renrement. The costs of providmg thetw benelts are
charged to the profit and Joss accounton 4 regular basis.
Overseas subsidianes make provisions for pensions
accordance with local faw and pracice.

The cast of providimg pther post-retirenent benefins

15 recogmised 35 an expense a the year which the
clasms are made,

(k) Deferced taxatton
§he pros s Ine deduerrad taisatas s wolvulated, using
e b Baliny mubad, on ad pomoyy diflerences 10 the
entent that this e Ihely s wnystafinge o she future.
{!) Currency translation
Asects, Mabilites and  teamin nb subsihary  and
swoenated  indeetakings denomnared n foragn
UPTEHTITS v pranslared ynto sterinig ab the exsuange
ates rahing at the batance sheet date

apamslatsn differences anmmng o the applicanen of
yeat-gmd eates of oachange o opeming net assets of
averseas sibrsadiazy amd assaciated andertakings and to
el foreign warsency  borovangs are taken o
ACFLES,

Oher translanun ditfesences are recognised 1o the
profe asd Tuss docsunt.

{m) Premfumsand discounts on aequisitron of sharesin
subsidiary and assocloted undertokings
Peemmms amd dISCaunes on suisinoen of shaces
subsidi iy and assouated undurtakings are taken to
resenves i the year of acquisiaon,

On dispasal, spch  prenmuins . or discounts are
mcdided o dorernng the gain or loss to be reported
m the profic and loss aveennt.

(n) Off-bolance-sheet financlal Instruments
Accounting lor off-halance-sheer finanwial instruments
i based on whether contraces have been undertaken to
serve customurs, fur deating, to hedge nsk, or as pan uf
the wanagemsnt of assct and haluhty portiohos.

Tramvachions 0 seeve evstomers or for dealing are
marked to market and the resulis are recogmsed m the
profiz and Toss aecount as ey anse

In g, cetal, transacoons designated as hedges are
requisel 1o satnly hedping crnerna, an defauluof which
they are dassbied as deabog, Hedpang transactions
are valued on oan equivalent basis to the assets,
Labilins wr posmons which they are hedging.
Any profit o Joss s recogmsed at the same tme oS
any profi or lose anmng from the relaed assets,
Laludities o postams, Currency oF intgrest rate swap
teansactions andertaken as pant ol the management
al wsset and Tatubaty pottivlios are separately wentified
and sneomie o espense seaceried as an adjustinent o net
miLIesl N,
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Analysis of Interest income, Interest Expense,
Other Operating Income and Operating Expenses

e

1992 |EaH
fm Lm
INTEREST INCOME
Shorr-term funds {excluding placings with banks 455 494
Dealing assets 195 187
British Govecrnment seeurities {histedd 21 68
Other investments — listed 47 67
uniisted 55 55
Advances 1o custumers 3,549 4,310
Placings with banks 623 748
Lc::sc l'in;ncing and insE.lI*.ncnt_{igr.}):‘.cc 418 .§02
5,383 6,431
INTEREST EXPENSE
Deposits 3,462 4,455
Perperual subordinated foan capital, trrm subordinated loan captal
and long-term borrowings wholly repayable — within § years 55 28
. B other s }_g}_
. 3,671 4,674
OTHER OPERATING INCOME
Service charges, fees and other banking income 1,205 1,218
Foreign exchange income 223 162
Travel income 149 174
Incame from trade investments 1 1
Profit/(loss) on sale, and diminution in value, of
investments — fixed nterest 34 9
other (44) 8
{LossMprofit on disposal of fixed assets B .
1,567 1,578
OPERATING EXPENSES
Seaff , iy g s e
Salaries and other staff costs i 1,202 1,209
Pension custs as Ni - 91 -
1,298 1,300
Premises and equipment P
Depreciation 148 | [ 152
Hire of computers and other cquipment 19 ! 23
Rents payable 95 | i 106
Orther | 267 | ) 274 _
529 555
Other* o 491 529
1,319 2,334

L]

including auditfees of £3 1m (19
in respece of worldwide non
of worldwide non-audic se

LRI SN ¥ | e s

MW LI-Bmland L2-6m paid to the andiarn of the parent company
it services; 1 further payment of L0-4m to the auditors in respect
resees s ancluded in P seeaordinary ems,
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Consolidated Profi, and Loss Acceunt

-

o 1992 1991
T £m Lo

Interest income 5,383 6,431
In, .estexpense (3.671) 14,674
Net interest income 1,712 1,787
Other operating income 1,567 1,575
Qperating income 3,279 3,232
Operating expenses {2,319) 12,384
Trading profit before chargc f'or bad and doubtful debts 960 948§
_(:‘il‘ligf_for bad : ‘md doub:fu dchts (676) ___,_(?9,3.)
Trading profit 204 45
Share of profits l‘crsdsig_s_sc_sﬂof‘.\;\socu;m:d anderrakings 3 e 12
Profit before exceptional items and taxauon 300 57
Exceptional itew . 4 L LY
Profit before taxation 178 36"
Taxation charge L 8 s {69)
Profiti{loss} after taxation 91 {33)
Profit atcributable to minority interests . {1 — L {16}
Profit/(loss) before extraordinary items 76 (43
Extraordinary items i : 6 % 1
Profiti(loss) attributable io sharcholdcrs 102 {39}
Dividends . T T -
Retained proﬂtl{loss} 102 {65)
Earningsi(loss) per share — net distribution basis b 9+6p (6-2)p

Movements in reseryves are ser out in note 25,

Mook AN 35 Ak
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Consolidated Balance Sheet

R R

= 1992 e
ASSETS Miises £m L
Cash and short-term funds 24 {0,137 11,2i0
ltems in course of collection 888 595
Dealing assets 1it 4,338 2,221
Investments 11 1,612 2,353
Debtors i2 1,706 2,106
Advances and other accounts 13 41,044 39,586
Balances duc from fellow subsidiary undt.rt-\km;,s }I')‘ -
60.041 58,071
Trade invesuments and investments in associated undertakings 4 234 17
Premiscs and equipment 7 o 16 078 _}HS%
61,354 59,796
LIABILITIES AND SHAREHOLDERS’ FUNDS
Current, depdsic and other customer aceounts 17 51,977 51,337
Other liabilities i8 3,965 3,382
Balances due to parent company 12 -
Balances duc to fellow subsidiary undertakings . o 134 =
56,088 54,719
Deferred taxation 19 155 174
Long-term borrowings 20 507 407
Term subordinated loan capital 21 1,183 1,129
Perpetual suberdinated loan capital 22 i,026 851
Minority interests 171 166
Shareholders’ funds - T
Share capital 23 ‘ 797 785
Share premium 24 3 h063 ! 1,047
Rescrves 2§ :‘t M,Liﬁﬁ‘__‘ T 5}.&
e Cooanms | 2330
- 61,354 59,796
Brian Pearse, chicf executive and dircetor ‘(""'—"A"'-" Cn
K R Whitson, deputy chief cwccuuvc and director . K / ";* 24U \“.,w

Richard Delbridge, director L
John Skee, sccretary

2 March 1993

MiHELAND 34 nanr ¥
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Balance Sheet

PNPIEEY

AT LA TR
— e , 1992 991
XISETS tSutes tm Lm
Cash and short-term funds 7,605 9,117
Items in course of collection . 864 78
Dealing assets 10 1,928 305
Investments 11 594 1,006
Debrors 526 3354
Advances and other accounts 13 30,852 29,387
Balances duc from fellow subsidiary undertakings 260 -
Balances due from subsidiary undertakings ] o ,3"1163._ .3 49}'
46,415 44,344
Trade investments and investments in associated undertakings 14 129 166
Investments in subsidiary undertakings 15 1,642 1,622
Premises and equipmant o 16 826 1,114
49,212 <7,246
LIABILITIES AND $HAREHOLDERS® FUNDS
Current, deposit and other customer accounts 17 40,963 39,635
Othee liabilities i8 £, 149 700
Bajances duc to pareat company 12 -
Balances due to fellow subsidiary undertakings 132 -
Balances due to subsidiary undcrt:fki_ngs‘ _ o 3.”3 . 3,.3_-14
45,374 43,679
Deferred taxation 19 2 k
Term subordinated loan capital 21 k1. 386
Perpetual subordinated loan capital 22 1,026 828
Sharchalders’ funds . S
Share capital 23 %7 ‘ 785
Share premium 24 1,063 1,047
Reserves 25 .. .364 L 518
e e ‘ oo 2,350
49,012 47,246

Brian Pearse, chief execunive and director )\/\J\J’

K & Whitson, deputy chief executive and director / )
If

Richard Delbrldge, directog—" , n iy E/ }\/-!J' /{n VA

John Skae, sceretary J“G ™ OJ’ YA

2 March 1993
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Consolidated Cash Flow Statement

T A

e oot 2 b F TS —- =

Net cash Loutflow)/inflow from operating activines

Returns on Investments ond servicing of finance

Dividends recewved [rom assuciated undertakings, net ol
tax credits

Ordinary dividends paid

Dividends paid 10 minority sharehelders in subsudinary
undertakings

lnterest paid on loan capital

Net cash outflow [rom returns on fnvestmenis and
servicing of finance

Taxation

U¥ corparation tax paud

Overseas 2% paid
e R

Total tax paid

Investing activitles

purchase of wade investments

Sale of trade investments

Investment in associated undertakings

Sale of investments in associnted undertakings
Purchase of premises and equpment

Sale of premises and equipment

Net cash (outflow)/ mflow fram dispusal of subisadiacy
undertakings .

P

Net cash outflow from investing activities
Net cas O s

Net cash {outflow*/inflow before financing

Fingncing

Increase 1n share capital and share premium

1ssue of loan capital and long-term borrowings
Redemgption of ionlqu;iu}ﬂi_;ﬂﬁﬁlﬂﬂggﬂgny barrowiigs

Net cash (outﬂow)linﬂo\'{ from financing

= SRR

(Dccrcnsc)lincrcasc in cash and cash cquivalents

Moap LA 3B T

1992 poql
NS £m L
b (65?.) 2,332
7 7
(8) (233
# 5
@09) (222)
212) {245)
7 (19}
@e@n .. (46}
(23) (65)
3 (22}
1 15
(3 -
4 39
(135) (185)
30 34
16 (7.30} . H ?}_
(335) o (1_0:?‘)
(1.272) 1,918
26 28 1
26 51 102
28 iy 18D
B .
16 (1,304) 1,056

A

P



Notes on the Aceounts

TUANOYER

- P =

Revenues cesult mandy from abic business of hanking ad
related actwinies. Nog-banking qure.aven whnh arses
primanly 1n the UK, cousists 0f commistuns na trave”
arrangements and sales wn respect of 1Jur speratiins
selating o Thumas G 3k, amountieg o L6 £194]
£418m). Thomas Cook was o' vin 36 Seprenber 1992
{sce now 6}

RETIREMENT EENEFITS

e AT T ST prestlt

Within Midland Group, the principal peasian whemen
the Midland Bank Pension Scheme, the assets of whih
ate held in 4 separate trust fund, whih covers 8% al
UK emplayees. The Midland Bank Pensinn Schemiers a
funded ‘defined benein scheme’s

Actuanal valuanons of the assers and habilaies of
the scheme are carned out monntally by cxtezed
proscssianal actuafies, using the projected anit mehaod,
10 determine the hnancial positon of the scheme dad o
enable the bank to deteenisic the level af cuntrihutins
10 be made to the scheme.

The latest valuauen of the Mudland Bank Penson
Scheme was made ax 5t 3 December 1990, The market
valur of the scheme’s assetsat that date was £2 3955 and
the actuinial value of the assets was wifieie v o coner
1069, of tr e byacfus which had agerues (o uk mbers,
after allowsng .urvnpe vd fUATE IETEE O3 0 THELS,

n the base of < ¢ a Gartns’ - Chpnamernl sans,
contnbutions wers reduced v f 15, o prasanible
salary i 1991, to rening & thot por iteev dt oast upnl
the next actuaral valuat Ju-to g oo nue At
o e mber 1983,

T e main fnancia ASSUTIRUUIS bt m the 1iest
valuamion werc
i‘c:cclfs;:c pee ananum

s i S T TS T e R T e

Long-torm mavestment reien 18
General sulary mncreascs 7.8
Equity dividemd mereases AEN]

§

Post=relirement PensIoN INCIEASEs

mze ST E o

DIVIDENDS RECEIVAGLE fROM ASSOCIATED UNDERTAKINGE

ApRrepae 8 At i MRS feanes wEre Lafilm
ML T2 gy, e hire purchiase mstalme s were
L5mm 99 k4T

Otber pensims wchemes v the UK arc constiured and
funded wmilarly o the sidland Rank Peasion Scheme.

Mtidland Grsup also prevides pust-retrement health
care benefis {ar certain penssencrs and approsumately
1400 employees, together with  their dependent
relatzeen A padependent actuanial saluaton as at
A Precember 1992 esymared the present value of the
acuinubated  pristerenzement henelit  oblpation at
L124m (August 1991 L9901 (or Midtand Group and at
L2 (Anpust 1991 L6Im) for Midland Bank ple, for
whek no provisen has been made; thess amounts are
wibygaot to material unceriuntes yaherent oo both future
Neadth cate vnts b clums geperenes When paid, the
wosty of meetng ths libiliy are expee cd (o attract 1ax
rerof at the then prevaling rates of tazauon,

Operaang expames wdude Lim (1991 L2m) in
tespect of Liamms wde duriag 1992 1o ostimated that
o i as uals hasiso acounnng had been adopted, then
s g wonld hawe \ncreased by L15m {1994 L15m).

Dividends recnivable from sockated widertakmgs, af ull whiedy aee asted amanmted 10 L7m {1991 tYm

orie X AR b
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Notes on the Accounts

ot

EXC%PTIONAL ITEMS 1952 1951
&m im

Excepuional ems comprise

Charge for restructuning costs (:22) rg85y
Share of releasc of provisions by assograted undertakmg - M
(122 2
The exceptional charge of £122m relates 1o those cous numsher uf feaschuld presuses, relocatons in the
to be incurred within Midland Group as parc of the City of London and overseas, and redundancy payments
overall cost aof achicving the synergy beneflus of arsng from ehe ratanalisabon of support fanctions
the merger with the HSBT Group {sce note 6). It aad wertam busiess funcoeons in the United Kiagdom
comiy. 525 costs associated with the disposal of a and overseas.
TAXATION CHARGE 7 o 7 L
£ £m
The ¢k -z for taxation comprises
UK corpozation tax including deferzed tax condit of £20m {1995 =redur L8} (58) 18}
Rettef for overscas tax ) ] ) 17 1
{46} (17
Advance Corporauon Tax written off - {5)
Adjustments in respeet of pniar years ~ 8§
Corparation tax rate changes ) ) = (6)
{46} (X
Overseas tax including deferred charge of £3m {1991 charge Lamd ] {39) (48}
(85) {70}
Associated undestakings ) {2} 4 1
{87) 169)
The UK tax ch_rge assumies A rate of 3)% {or the year eelates primanly to grosving ugt for notional tax on the
{1971 33-25%). erease v value of longsterm assurance busines: and on

The UK taxcharge mcludes £28m (1991 £16m) which franked wvectinent incame,

At pD L AND 40 AN PV
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Notes on the Accounts

EXTRAOPDINARY 11EMS

.

1952 ) }1‘39_1
tm i

Exteaordinsry 1tems compriss
Gain on sale of Thomas Couk 66 -
{Loss}/profit on sale and wiosure of subsudary and assosiated sndertthmgps (xn 1%
Costs incurred in ceancenon wih the chan re of owiersiop {18} -
246 10

On +0 September 1992, The Thomas Couk Gremp and
Thomas Cook Inc, {Thomas Cook) were sohl 10
Westdeutsche Landesbank and the LTU Group for
£210m. The disposal resulied 1n 2 g of Lutm, alter

DIVIDENDS

e

No dividend has been pasd or 18 praposed 1 respee’ of
1992 {§991 first penum dividend 1T, L3 scwund
intenim dividend 1-7p, £13ms 3-4p, L26m wotal}

EARNINGSHLOSS) PER SHARE
AN G o e s

Earmings/(loss) per share on the net distnbut hasis
has been valeulated on the profit before extranrdinary
stems of L76m {1991 tuss LA9m) related 1 the werghted
average of 791m shares (1991 7R4m shares) 10 e
during the year.

kg G dsCOURL PRI S 08 AuAaantien wIen il

uf L6,

Nuging the year Mrdla
anred aubsudary of 1198C Hakdsigs ples

S R IR
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Notes on th

TR

9 iEGMENTAL REPORTING B

As past of the rationalisation of business followeg the
acquisition of Mdland Group by HISBE Haldings ples
the former UK Banking, Mudland  Montagy and
Developing Countties Group business sepments hae
been reorganised o three new business SERMCMS,
Commeraral Banking, Merchant Banking and Forward

Trust Group.

In the analysis of g::or,rap\uc.'.l sepments belaw, net

e Accounats

. ’ N

saacts mstmle an appropnae armoant of shagehotders’
bunids, Lased un the proparn of rish werghted assces
w1 eanh sejcot sntarly, probit Before taxanon has
hcen adpsted o relleet the value nf sharchidders’ funds
acduded m cah segment. The UK scgment wncludes the
Channed Ishauds, » hh were reporied under continental
Curape w the 19491 awcounty, the Camparanye analysis
B heen restartad accnahinply.

I B 1992 199 19%1 | l:ijl . Iz‘il
Lm £m Lm fin im L
Prafic befora Ret Total T b befure fafs Tatal
(JKI“OI\ asvels FYIT18} ragatnnt asvets assens
Buslness segments
Commercial Ranking 138 1,160 £5,1237 150 1,791 52,461
Merchant Banking (33} 18% 2,084 14 02 1,860
Forward Trust Group 4 275 4,033 41 24 4,352
Thomas Cook 30 - - 9 'Sli '_Ll Li.l('
Madland Group total 118 2,134 51,254 Ao 2,350 55,796
Geographleal segments
United Kingdom 162 1,904 50,707 (25} 1,987 48,566
Continental Europe 5 115 8,457 18 a7 8,139
United States 13 11 1,709 n 65 1,915
Rest of the world 8 11 481 1 26 1,156
Disiddilloditat el em. = - W
Midland Group ol 178 2,224 81,354 1! 250 $9.796
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Nates on the Accodwnts

W e [N R AR
ﬂEALJNf.: ASK?ETS 1992 iy 1992 qury
Lim fon n i
Bulhicr, other than gold 55 41 - -
Bitls 449 244 200 [
Certihicates of depusit 315 AL 10 ]
Investments
Listed
Securities of, or guaranteed by, the \ .
Brinsh Government ©oo1,084 2 ; 428 . -
Gthers bisted 1 Geeat Bt : 197 20§ 44 ' 1t
Others histed ebsewhere , 1159 AT 153 L9
1,540 rasy o sas) Yo
Unlisted 959 Oy ) 893 57
. . 1,497 1,827 1,718 263
4,318 222 1.928 4013
Listed mvestments are valued ae munddie marker peices Al wnlinted myestmens av dereators” valuanen.
[]
INVESTMENTS o ) 1952 1991 1491 . 1991
im {m Lm Lm
Book amount Vatuatlon Bonk amoant Valuaticn
Midland Group
Listed
Securtties of, or guarantecd by, the
British Government 243 159 346 3
Others listed in Great Britan 59 &7 80 84
Others listed elsewhere 147 7514 72} 707
1.049 §,06%9 1,149 1,142
Unlisted
Unated States authonties and agencies 154 154 7216 745
Qther ) 409 451 478 $20
1,62 1,674 2,183 2,407
Midland Bank plc
Liited
Secursties of, or guaranteed by, the
British Government 114 234 116 341
Odhers hsted in Great Btom 4l 41 17 17
Onbers lm_c_d elsewhere 63 b4 4 4l
llo 139 194 My
Unlisted
Unuted States authonnies and ageoacs 152 152 S8 599
Orther 1" 14 14 24
594 602 1,006 1,022

Dated ivestments, which amount o LA Im (199
£2170m} for Midland Geoup aned £565dm (1991 LYETmy

for Midiand Bank ple, are stated at eont adjusted for the
p i

amurtssatton of preauuns and dicounts seeang as

Auepu sEOn

R

43

1 nted s st s are vihuad st middie market prices
il entosted By estments At Gureors’ valuation,
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Nectes an the Accounts

BEBTORL AND EMBEDOED YALUE

s I i v IeaEE oo — = — — =

Debeors sncludes the surp us retaned i longeterct assurance Bendy and e et prosunt yolue st poiacs it foree, whih

form part of the embedded value as folfuws

Net rangible assets of Midland Life Limated

Sueplus retaned n long-term assurance funds and net present vadue of palicws

in force

Tiral embedded value 7

32 i ) 15’9!
£m Lm
4 21
53 36_
94 57

The nee tangible assets, including pohieyholdars® funds,
and results of Midland Life Limueed, are consoldated sn
the Midland Group 2ecounts. The peheyholders' fun 'y
of Midland Life Limited amounting 1o L541m (191
£388m) have been mcluded in the consolidated batane:
sheet for 1992, which represents a change [0 previnue
vears. Prior year figures have been restated accondgly.

The nect presese value of pohces o lorce s
determened i cansultauon with indepondent actuarie s,

»

usinp o discount rase of 159, The snerease i the total
embedded valae included i dhe consolidared profitand
lots aceaunt amouns to LSSm {1991 £4im) before ax
and L37m 991 £28m) alrer tax,

Debtory also mcdudes se. urties trading assets azising
m machet-naking subahan undertakmgs; related
Lalnhites are sodduded wnder "Orher habwhiones’ {see
nate 1K),

Stadbamd Croup Aidland Nank pl

ADVANCES AND OTHER ACCOUNTS 1192 149y 1} 1991
im [ 1) im Lm

Loans 1o customers
Advances 34,418 14,240 30,622 28,936
Instalment finance ‘ o 1,271 1,280 -
17,69% 15,526 30,622 28,936
Leasc financing L 2,199 2,431 - -
Total loans and lease linanang 312,078 ¥r,u87 10,622 28,936
Less provisions o B 3,165 306 2,851 'ml.762
36,7133 34,90 27,71 26,174
Placings with banks {over 30 days) 3.160 3.2 1,159 2,037
Accrued interess and ol_h'.r CUstUIMEr AcLounts 1,151 Lalo ) 32.2, — I'LZE,
41,044 30,586 30,852 29,387

Of which

Seerling 26,604 27,451 21,878 22,352
Curreacy 14,440 12,118 8,974 7038
41,044 19,586 30,852 29 387

Advances are stated after deducnon sf amuants
refinapeed  with the Expurt Credit Guarastee
Depariment and the Depastment of Trade and Induseey.

Included in instalment finance above arc amouni.n
respect of hire purchase conteacts amuounung te L603m
{199% £L653m).

ML ANnb

The cout ol assets saguwed m 1992 for the purpose
of tetnmp wnder fease fmaneng and e purchase
wintescts amaunted o £480m (991 L8 2m) and £352m
§199M LA5Im3, raapeanely

d4 B ANy b
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Notes on the Avgounts

A_D‘(AI'_JCES_ AND Q_IHER ACCOUNTS (.~ r.r

Movements on provistans bos bad

and daabnfal detas were a foateran

. ) B 1591 14 V991 jual gl 71*5‘4‘1
£m Lm im Lest 131 L
Specilic General Total « oatbn Larnesal Tertal
Midlend Group
Provisions at 1 January 1,770 236 3,026 a7 196 2,693
Effcce of foreign exchange 1ate
MOVEmEnts 110 {2) 3 Gt - 60
Charge/{releasc) for the yaar 871 {15) 676 F63 40 403
- y 3 q . o4 j o T
Amounts written off Il (878) | | - '; (874} L‘ b bady o - i jAed0) i
Less recoverics of amounts : *‘ i v " : '1 ] i
written off in previous yeass l k1N I‘ - LI 1w - ]
7 {855) - (855) $630% - (630°
Provisions at 31 December 1,946 219 3,165 27 236 3.026
Midiand Bank plc
Provistons at | January 2,586 17¢ 1,781 144 142 2,456
Effect of foraign exchange raie
movements ' hd ) l 379 fid - [
Charge/{retease) for the year 51% {9 500 746 34 790
H 1 ¥ i
Amounts whten off IR - gssy b s L - L1 sse ‘
Less tecoveries of amounts f ! : ‘ - P ]
wnitten ofl in previous years i 15 - 15 Roi - ii 8 J
{740) - {749 {598} - {548
Provisions at 31 December 2,693 158 2,851 2,886 176 2,762
ey A A4S wA iy
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Neotes on the Accounts
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TRADE INYESTMENTS ANDINVESTMENTS

LNASSOCIA‘I‘ED UMNDERTAKINGS 1992 159 HESH i
Lm £m [l im
Book amount va'Lation frow et Vatnanen

Midlend Graup
Trade uwestments

Listed elsewhere than in Great Britasn 7 7 8 3
Ualisted ] 26 3¢ =t 3
13 41 R 40
Associated undertakings (unlisted)
Equity 195 213 154 185
Other i ) & L ho 3
214 2561 217 231
Midland Bank ple
Trade investments {unlisted) 2 11 1 12
Associated underrakings (unlisted)
Equity ] 130 158 157
Ozher 6 K 6 6
) 129 147 166 175
Listed investments are valucd at middle macket prices and wnhisted vestments at directors’ valuation,
The principal associated undertakings at 31 Decamber 1792 were
. Interest of
Country of !
repratItin Agounts . A'l',l "ﬂ'.“ﬂi“:iﬂiw
) 7 and neratian N made up 1o _pnrcﬂ ndweect
3i Gioup plc# Eagland and Wales 30.9,1992°
issued share capital £236m 12% 6%
LGBAF Bank Limited Coglond and Wales  31.12.1992
US$ sharc capital $174m 5%
Sterling share capital £46m of which L1Sm 1 67%
paid up 5%
Subordinated unsecured foan swock US$28+7m 25%
Subordinated toan stock £10m 12%

¥3i Greoup plc is owned by a censortium of UK cleacirg hanks amd the Bank of Copland and, accordingly, is treated

as an associated undenaking

‘jpterim accounts

ML E AT 46 BANNE G
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ﬁiﬂ_ﬁm_@_ﬂg&sugguymv unoﬂgummucs 1992 1991
£m fm
Midland Bank plc
Shares in subsidiary undertakings at banh's share of net tangable dwsets
and cmbedded value 1,163 1,138
E‘_ﬁ'}fﬁj},’.‘“iéfrx UT}E_‘-‘*TF.{ ) 41% 64
1,642 1,622
The privapal subsudiacy undertakongs at 31 Dewerber 1992 were
Tercentaye
ot ol i bd b
ot Mdand Pk e
e | oo Duce bt
Euromobiliare SpA* Lraly 57%
Forward Truse Limised Logland and Wales 100%
Greenwell Montagu Gilt-Edped Eogland and Wales 106%
Griffia Tactors Limited Eogland and Wales 100%
Guyerzeller Bank AG Swiczerland 75%
Midland Bank SA* France 99%%
Midland Bank “Trusz Compaay Limated England and Wales 100%
Midiand Bank Trust Corporation (Jersey) Limited Jeor ¥ 100%
Samuel Montagu & Co. Linuted England and Wales 100%
Trinkaus 8 Burkhardt KGaA'# Germany 70%
Midland Life Linuted — Cogland and Wales
L1 ordinary A shares 10%
£1 ordinary B shares 0%
£1 grdinary C shares 100%
£1 ordinary D shares Yo"

All the above subsidiazy undertakings prepare acuew

s minonty sharcholding listed

#pattnership Timited by shares

Mrp LAl

cd 16 the business of basRing

A7 BaAaNy PLE

and hizaneal sepvices.

ntsto 3 December, with the eneepnur 71 dland Lyie Lamsted,
which prepares sccounts L0 31 August, and atc COEAR
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Notes on the Acconnrts

e anebn P8 Taed

el B e g

i yeats

§rertyn’el Podes  Turmuere,
LA L LIERLN eTyears  firearps ard
Pﬂf_@_&l'S'ES APID 50U{PMEN T_ IRFSTTRLITA A S epxgured maexgred T et if!!a!
£m £m £m £m m
Midland Group
Cost or valuation
At 1 Januaey 1992 8563 [E6 211 752 1,192
Eflect of [oraign exchange rite and ptbor smosements {3} 1 b 1 12
Additions 1 s 17 95 138
Disposals — Thomas Conk {30) - {18) {110} (158)
ather 0] {n {10) {15) #5)
Deficit on revaluarion (27%) (75} - - *(3_21)
At 3! December 1992 555 104 208 8463 1,732
Acer aulated depreciation o - - (114 (540)  (854)
Net book amount
At 31 December 1992 555 106 94 31 1,078
At 31 December 1991 851 162 % 399 1,508
Midlend Bank ple
C- st or valuation .
At 1 January 1992 (154 158 §59 699 1,633 ¢
additions 8 i 19 &6 94
Disposals {10) () {7 {53} n
Deficit on revaluation o ~ 19 {63y - - (282)
At 31 December 1952 34 95 171 712 1,374
Accumulated depreciation - - A (454) 1548)
Net book amount
At 31 December 1992 396 75 17 258 B1s
At 31 December 1991 il 154 71 280 1,114

Mull:tnii Group rMu_I!:md Bank ple

Cost or valuation of premises and equipment ot 3 December 19%2 comprises

Land and buildings — ar valuatnion 1992
at cost

s maca — TR LA ST ST LM So¥ s oS - -

Furniture, fitings and eqmpment, at cost

i 2

Lm im

661 491

] B 208 (k|
849 662

) . 8637 ) 712

1,732 1,374

Ac the end of 1992, the frechold and long [easchold £30
years and over unexpered premises of Mudland Group
were revalued by professional external nd internal
valuers, all of whom 1re members of the Royal
Institution of Chartered Sueveyors, The haws of
valuation was open market value for existing use, exeemt
for cervamn spearalised prenuses alnch were valuwd on it
rasis of depreciated replacement cost

The dicectonrs have seviened the results of the 1992
premises revaluation to wlentilv premises where a per-
manent diminunen in value has occurred, This review
ook into account the expected future business nse and
the hikely amescales for recovery of values ovgr the Jonger
teem, based on the advice of externai valuers The net
defliue on revaluaton, alter alowang for wriebash wf

48

accumulated deprecation, amounted o L335m, of
which permanent diminntions i value amounuing to
£V m have been wdentified and charged to the profic and
loss acwnunt, Alier chmnating the surplus arising on
previous resaluanons of £212m, and after allowing for
e net surplus atersbutable to minory interests of L7m,
the remnimg defict on revatuation of £99m for
Sudlaml Group, which s considered temporary, s
smicdnded w reseeves,

The net book ameunt lor fuernure, fitungs and
cquipment mcludes assets held under lease financing of
£26m (1991 L lm} and £26m (199 £37m) for Midland
toroop and Mhdiand Bank ple respeetnely, on whuhthe
deprecianon drrges were Lhim 1991 Liem) and Ll4m
PEOaL L15m aespetineds



Notes on the Accounts

ERYALEAN l
CURRENT, DEPOSIT AND s sl Capoa Mzdland Bank plc
OTHER CUSTOMER ACCOUNTS . 19927 [ L l?_‘?l_ o 19‘?}
Lm o im Lem
Steching
Currens and demand aicounis 20,419 14,418 18,528 17,744
Deposit and savings aciounts 5,030 4774 3,134 3,151
Money market and other nme Jeposits 7,836 4,01 §,457 7,528
Acerued interest and uther custmer aceounts L 754 NELEE o3 313
] o ~ 13,54 34,299 ) _28,357 29,0?:3
Currency
Cursrent and demand accounts 4,994 4,588 4,083 2,660
Deposit and LAVINgs accounts 3,888 2025 1,485 502
Money market and othes ume deposits 9,100 9,536 4,973 7,348
Accrued interest and other customer accounts _Ads ) go2 _ Bs 97
] 18,420 17,038 17,606 10,607
1,977 §3.337 40,863 39,635
Muliwnd Group Midland Dark ple
OTHKER LIABILITIES ,,, o ) 1152 14913 o 1991 1991
tm £m m &m
Taxation ‘ 180 143 8 101
Creditors and securines 1rading fiabnlicses 3,78% 1,224 1,086 586
Divadend . ) - L - 13
3,965 3,382 1,149 700

Sccurities trading habilities anse market-makmny subsudiagy wodereakangs and reltect the level of activity in the

sccurities markets. The related assnis ae nclutnd undee Pebtass’ {see note 12).

Obligat:ons under lease financing wcluded wihn Ceeditors and secunties trading halshties' were as follows

Lidland Geoup Mudland Bank plc
) . . i !991 i 1yn ) 1992 1994
em Lm fm L
Payable within } year &4 28 14 23
1--5 years m _ 36 24 29
236 64 18 j2
Less. future fuance charges e () I L B I L A {n
187 30 P2 41

wip L ANE 49 hANY P



e T

o —y
e

Notes o1 the Accounts

PN
DEFERRED TAXATION ) i M- Fand Govp M_tdf.:r}d Bank Pl
£m Lm
Movements dunng the year were a3 follows
At ! fanuary 1992 174 3
Effect of foreign exchange rate movements 1 -
Credit 1o profit nd loss account - . _m 4]
At 31 December 1932 155 2
] ) 7 1991 1992 e 1991
[4) im iz im
Unprovided Urprnvafed
delerred Provided In Jdederred Provided in
ta{rellef accounts tax/{rchelf acEoUms
Midland Group
Short-teem timing differences (i0) 17 {1} 43
Aceclerated capital allowances {&) {1 {8 4
Leasing transactions a8 204 83 210
Trading losses carricd forward {228} (22} 224) (44)
Advance Corporation Tax {55) (18) {85) (83)
Ocher items ' 28 £3 z A4
(183) 155 (198) 174
Midlend Bunk ple
Short-term timing differences (10} 2 {1} 3
Acceleratcd capital allowances (&) - {33 -
Teading losses carried forward {218) - £207} -
Advance Corpuration Tax {4} - {39 -
Other items ) ) 3 ) - k) -
(214 1 {224) 3

Jt is not considered necessary to provide for taxation
on capiral gains which migit arisc an the Wpusal of
subndiary or associated undertaks .gs at their balance
sheet an.cunts, of for taxauon on capitar gains whih

might arise on the disposal of

remeted,
prenses, as it s

MipLannb 590 pANE T

antcipated that any habiley will e covered hy capital
lusses ot weher relicls, oz for any hability 10 UK taxation
on overseas carninps which are not expected to be
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Notes o= the Accounts

LONG-TERM BORROWINGS 1992 Lo
fm n
Subsidiery urdertakings

Borrowings at fixed and vanable rates betweer 8- 1% and 1ot repayable
1994798 TeFrs 1,400m* 168 144
6% Bonds repayable 1993 DM 75m 3 26
$12% Bonds repayable 1993 DM 75m n 26
495 Guaranteed Note 198671993 Eeu 8-Tm (1991 Ewu 4edmj 7 ?
10 Bonds repayable 198671993 Lare 13+ 9bn & "
Multicurrency loan facility 1993 USS 25m*A p 5
o2, Bonds repayable 1996 DM 100m 4l i5
Guaranteed Floating Rate Notes 1097 Vel Y00mA 108 943
Floating Rate MNote 1999 SKr 200mM 19 19
£52+5m $54% Deep Discount First Morlgage Basiuls 200614 38 a7
£15+33m Deep Discourn Loan Stock 1998 8 8
DAX-Yinked cernfizate 1997 DM 89m 36 -
Mertgage loan 1998 Lare 2-4bn’ 1 -
Adjustable loan facility ZI)OLCiulcnnnl‘esm 6 That 1 -
507 497
Repayable within 1 year 77 -
1 -2 years * 48 71
2§ yrars 256% 148
.35 s : 1 LR
507 407

*repayable by instalments

Fimterest so1es on floating rare borrowsngs are related 1o lnea

rsecurcd on frechold pramses

M by AN

51

! market rates

At

F

i
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Nozes oa the Acconnts

IEHRMSVQEOF?KPEP‘{AT‘E_D LOAM CAPITAL 1992 48]
&m ira
Midland Bank ple
71425 Subordinated Unsecuzed fuan deck 1985094 5 g
1014%% Subordinated Unsecured Loan Stock 1993:98 31 3
Subordinated Unsecured Floating Rate Notes 201014 250 250
L!_“t% Suberdinated Unsccurftl Luan iuz_c.'k 20024097 100 109
3486 3%
Subzidiary undertokings e N
L1%4% Guaranteed Bonds 1992 USS 150m> O T
6% Cuaranteed Bonds 1986796 DM 200m* (o8| 70
Guaranteed Floating Rate Notes 1986798 DM J00m#* E i1l 106
7+§5% Guarantced Loan 1998 Yen 6+ 3bw° i 34 27
9.25% Notes 1991/199% LuxFr 500m [ 10 8
Guaranrzed Floating Rate Notes 1999 USS 200m#* ‘ 132 107
7:25% Guaranteed Loan 1999 Yen 3+ 1bn® ; T 13
7+41% Guaranteed Loan 1999 Yen 10-0bn® 1 53 I 43
7% Dual Currency Guaranteed Dends 1999 Yen 5 -Gbn’ g‘ 26 21
Guacanteed Floating Rate Notes 1989499 DM 200m»° l a2 70
6+999% Guaranteed Loan 1959 Yen 5+0bn® i 26 21
Borrowings at fixed and variable rates repayable 1
200072004 DM 266m (1991 DM 264m) ! 109 g2
Guaranteed Floatng Rate Unsecured Loan Stock 20014 % 5 )
12%4% Guarantced Notes 2003 USS 150m* ‘ 9LJ 80
N ) ) . mi?'n’___ﬂn 743
1,183 1,129
Repayable within 1 year § 50
1-2 years - §
2-5 years 82 70
aver § yoars . . - o W_j_,‘g?impr _‘9‘?':1
1,183 1,129

Subordinated Joan capitalis epayable atpar at mwuney
but some s repayable prior to maturity at the opuon of
the borrower, in crrtan €ases at a premium over pat.

Pihe interest rates on the Aoanng rate loan capital are
related to London Imerbank Offered Rates

*issued by a subsidiary undertaking under the bank's
suburdinated guarantee and on-lent ta the bank on a
subordinated basis

MabDLAND 52 dARE PTHE
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Notes on the Accounts

PGRPETUAL SUBORD!NI.TED LQAN CAPITAL

E7 19r2 Vi
im e

Midiond BanF plc

Jadaced Floaurg Rate Prunary Capatal Notes LSS TStim 437 ast

Undated Foating Rate Prunan Cagtal Nots ih$ Sttt 133} hrry

Undated ll-):uuuE Ra: Teemairy ‘C.:pm! Nates thorses 37 USS Mt 198 Rlst
t,026 81K

Subsidiary uadertakings

Converzil ie Undated Floatry, Rasz Subusdimated Nates ek

(1994 IrFrs 22imj ) - 23
1,026 851

- e o

The Lndated Floavng Rate Primary Capital Netes have
vharaceeristics whinh render thein sumlbar an Ceqtam
circumstances to pecfertes <hares.

SH.lﬂ.r “APITAL

e

The mmteress rares or the Undated Boatng Rate
Pemry Capual Notes wre relaet Lemidon Iati thash
Offered Kotes

The movements 11 autkonsed and 1ssunl cha-: vapitl were oy follon:

Wi Non
] stve st e
prefeccine praferonee Ondinary
shores of awres uf viestes el
! ) ) o Lt enh LY T each toeah N Total
im £m im m
Authorised
At ] Januac, 1992 150 157 1,003 1,417
Eifect of farope « cxchangc £ate_EAVELNTS B - 61 - 63
At 31 December 1997 150 330 1,000 1,480
fxsued
At 1 Januagy 2992 - - 785 785
Shares issucd under snare ophon schenies - - 1o I
Shares lssucd in hrew qf dw:dcnds ] - - bi ) 2
At 31 Dc-.cmb:r 19021 - - 797 oy

LT I P e
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Note: an the Accounts

LRSS

SHARE PREMIUM 1992 99
£m £oa
At § January 5,047 R
Shares 1ssuecd under share optan schemes 18 1
§E|3rcs igsued in heu of cash dividends {2 L 120
Ar 31 December 1,063 1,047
Aluli and tank ph
el sud ey Avarazted Mudnd ahdland
RESEAVES undcrs kel B wnereakingy Liwp _Iln/nk_ple
{m tm tm Em
At January 1992 391 127 5i8 512
Effect of foreign exchange rale and ather
movaments ¢ {18} (%] -
Rerained profic 97 5 102 92
Delirit on tevaluauon of premiscs (34 - By {209}
Shares issued m jicy of cash dividends 5 - 5 5
Discount s acqusition of subssdiary
undertakings 3 - ;! -
Disposal of subsidiary undertakings 56 - 56 -
Net decrease in ntt tangible assets of
subsidiary and ;ssnemg:d }:m_lcrmkmp,s - - - ) (42)
At 31 December 1992 150 114 384 64
“The cumulative amount of premums on acgausition, A 3 Desember 1942, & deha of [99m on Tae
net of discounts n acquiskion, written of f i RMdland revaluation of pretts €813 moided i the reseryes of
Group's reserves, £t02m (1991 L161m). NMrdtand Croup, and o defiennof £25m s ineluded in the
The reserves of sidland  Bank wdnde reserves of Midiand Bank ple.

distriburable rescrves of £244m (1991 LI07m).

-4 ARy K

n
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Notes on the Accounts

NOTES TO THE CONSOLIDATED CASH FLOW STATIAENT

{n Rc;oncdiauon of trading profit 1o net cash inflow from opefoung @. tevitees

1992 oy
m LN
Trading profit 284 43
Decrease in accrucd mmterest recenable 9 11!
Decrease 1B accrued mterest pavable {114) 17
Charge far bad and doubtiul debrs u71h 503
Net advances wrtten off {855) {630
tnetease 1 value of 1INE-teriu assurane fnnds At net prosen valo of prbicgs e foree (34} g
Jnterest on loan capiral 109 219
Depreciation 143 152
Charge for permanent Juninotion sn value of premise 3% -
Profiz on sale of trade wvestments m o
hoﬁf{ﬂgﬁlj:mygﬂl_c_ c‘s‘i_;arf_l_ui:.cs;irnd_ equipment ! i3
Net cash flow {rom trading activities 354 593
(Incrcase}fdc:rcasc iri loans to cnstnmers {108} 1,456
Decreasc in deposiis [1,170) 11.476)
Net deccease m lease fimanaing recovables 231 51
Decrease/{inerease] 1, placmps with hanks 555 {469}
fncrease in net balance duc from parent and fellow suhssdiany undettahngs (171} -
Inceease tn dealing assets {2,076} 181u}
Decreasef(increase} m nvestments 512 f1ad)
Decreascl/{increase) o acerued income and v 2o Sebar babees Al9 {s50)
Ingrear. tn acceued expenses and other ceedun .+ ™ 1,040 1,607
Amounts pad out on exceprional provisions ek} 134)
Amaunts pad out on extranedinary nrovisions (18) -
Increase 1n short-teon funds balances with anpmial matusly s three months {101} {145y
Other non-cash movaments - .. ! LY
Nzt cash (ouiflow;/inflaw from operating acovitees {652} 2,332
{{}(_énal‘ﬁy_ﬂ_: of changes In cash andncash equivalents dunag the year 1991 1991
£m m
Balance at 1 January 12,630 10,3018
Effect of faesign exchabpe Late movements T21 173
Nltlf.‘_._zsh {gut!lg«j{lgﬂqw {1.304) 1,956
Balapee at 31 Decomber 12,053 12.610
(3} Analysis of cosh and short-term funds, os shown in the balance sheet,
ond rceenciliction with cash and cash equivolents 1852 19U Change In yoar
tm L [
Giotd bulhon 42 150 (10%)
Cenn, hank notes and haianees with waseal Irinks 499 iR (149
Mo e at call and shart noted 4,353 6,780 (433)
M etable Inlis of exdianye 2,544 1,17 {617
Certitigaites of deposst 699 443 244
“Total cash and shorteterr funds 19,437 I FRRLY {1.073)
{eys halances ineluded i casly and shogter2rm funds wath
otiginal matunty over theee manths {1,237} 11,067 {170}
Add batances nut iciuded m cash and Jhoreterm funds with
arigan. | maunty under three montlhs 1153 2ARY 466
Taral ¢ ch and gash equivatenes 12,083 12,030 5.1
en e e A5 S S
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Netes on the Accousts

J:J_O_TE:S TO THE C_ONSO!JDA? ED CASH FLOW STATEMENT

Shue vt

fyoabidting shane pagma Leanpeal
({)‘ Analysls of chonges in financlng duning the year 1992 (UFF 1991 R
tm e {m Lo
Balance at 1 January 1,832 LA 1387 2,29
Elfecr of foraign exchange rate movemenis - - 38 §7
lssuc of loan capital - - LY 12
Redemption of loan ¢apital - - (L 162}
Other non-cash movements - (1 - -
Sharc oprions ) 18 i - -
Balance at 31 December 1,860 1,532 1,766 2,187
(5} Dispasol of subsldiary undertakings 1991 1491
£m Lm
Het assets dispesed of durlng the perlod
Cash znd cash equivalents 387 -
Short-term funds with oniginal masunty wver theee manihy 43 -
Net inter-group balances scttled on disposal 106 -
Dealing assets - 277
Envesiments ) 547 3s
Debtors 207 v
Ads.ances and other accounts 7 49
Placings with banks 157 -
Premises and cquipment 89 2
Associated undertakings | -
Deposits (¢£3) (1356)
Other liabsiities (1.358) (177
Deferred taxation {4 2
Minority interests - o -
104 12
Premiums on acquisiton previously writien off tn reserves 45 -
Extraordinary gain on sale of Thomas Cook 86 -
Extraord, sary loss on salc of other subsiduiry sndertakings @y -
Proceeds of disposal 193 12
Analysls of net cosh (oulﬂpw}flnﬂow from disposal 1992 L
im m
Proceeds of disposal 193 12
Cach and cash equivalents {367) -
Net i_ntcr-g-,roﬁqp_bnflnnccs sertled on disposal (108 ) -
Met cash Loutflow)snflow from disposal (280) 12

—t
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Notes on the Accounts

PSRN O
Aed e v g Midland Hank fls

CONTINGEN}T l!AﬂHﬂ:ﬂ'ES i99e . 199 1552 B 7‘-?9!

£Lm Em £m fra
There were the following contingent habvihtics
in respeat of
Acceprances 321 97Th 328 931
Engagements 5,091 5,240 4,344 4,483

In addition there were outstanding financial contraces,
agreements and other finanaial msteuments entered o
i the nnemal course of business. Midiand Bank ple

has guarantecd the peefuimance of cerram subsidiary
undertabang, e tespect «f sume of these 1tems, and
certaimn expusures i banks by 2 subsidiary undertaking.

) 1592 . _ liql
tm Em
Midland Bank plc has guaranteed
“T.rm subordinated loan capital and long-term and shortoteem
borrowings of certain subsidiary undertakings 786 808
Loans to customers by certain subsidiary underakings 1,063 910

Procecdings were commenced in 1988 against one of the
bank's subsidiaries, Samue] Montzge & Co. Lanzed, by
British & Commonwealth Haoldings PLC (B&C)H m
connection with the proposed purchase by Quadrex
Holdings Inc. of tic Wholesale Broking Diviston of
Mercantile House from CXC. Samuel Montagu has
been held lable and has appealed aganst the
Judgement. A fuscher hearing dealing with the amount
of any damages which may be awarded  which
commenced wn June 1992, is drawing to a close and
judgement is expected later this year. Taking into

account all relevant circumstances, the dhizectors are of
the opimon that B0 provision 15 required,

Midland conzinues vigorously to defend the claim
brought agamst it by the Secretary of Stare for Trade and
Industry elamung as assignec of certam mdividuals who
were tavestors with Barlow Clowes, The {urther
particalars of the chaim which were sceved in late 1992
donot change Midland's view of the claim's legal meris,
On the basis of the information and adviee cusrently
avarlable, the directors remain of the opimon that no
specific provision against this clant is required.

Muland Group Mulland Bank ple

CAPITAL COMMITMENTS L ] ) e 199'! o 1992 1991
&m I im Im
Contracts for outstanding capital expenditure
not provided for in these accounts amounted 1o
Comnutted 13 k3| 13 29
Authorised by the board, but not cammutted 16 58 35 57
My AN 8T BAw AT
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Hotes on the Ageounts

OPERAT!PJG LEQSE COMMITMENTS

Annual commatments ander non-cancellable ppcratng oawes wee

bk s Madland Pari ple
L 1992 b8 1992 o tem
£m tm {m {m
Premises
Expiring within | year ! 2 l 9
1~§ ycars 7 HE [ 3
) over § years 3 50 i 55 e
1] ur 62 9
Equipment
Lapiring wulun 1 year I 1 ! ¢
1=5 years o h] th ] 15
14 = 14 HA

DIRECTORS AND OFFICERS' LOANS

AT, S AW T YR S e a3 TETE IS - S oo omwm o~ =T

Theaggregatcamotnts outstanding ar 31 December 1992 from those wha were dhrectors {nclading ano accted persons)
or officers of the bank durning the year, and the sumber of persons concerned, were

Apgrepue
TR Number of
vugstanding perstng
£
Directors
Loans 223,%3) [
Quasi-loans and guarantees 542014 12
Officers
Loans T61L A7 10
Quasi-loans and guarantees 16,770 10

oy sy At §E Ay b



JEp—
o

thkr

3

32

1

Motes on the Accounts

DIRECTORS' INTERES™S

The disclosable ingerests, all beneficial, of thase prwwns w Br were e ters s 31 Doccaber (992 ‘eaciuding thuse
who were also directars of HSEO Haldings pict vy the share and Toan wapiat ul HSBC Group omiparies weee

& e T m e M M ATTROTTS £TT U ZTE

Cipdwary s
o Tip enh

At M December 1992
HSEC Elatdimgs 7l

At } January 1992
Andiand Back plo

Qizdinary shares
w! £ cach

Seomantiavod
fravirds ey L @i

R Delbridge 2,298 3,960 1.060
Sir Archibald Forsier 3.ETY 2072 3068
G Matland Smuh 1,702 o 1,40y
Sir Cotin Macshall 1,800 97 s 1,500
Baroness O'Cathain 047 24156 3,144

K R Whisen held 1,456 HSBC Holdigs ple
ordinary shares of HKSIO each on the uate of his
appointment during the year, At 3 December 1992 he
held 1,475 such shares,

R Delbridye held optians ovee 322,414 Midland Ban\
ple ordinary L1 shares av | January 1992, Durmg

DIRECTORS® EMOLUMENTS

B

The aggregate emoluments of the directon of the bank
amounted to £2,175.115 (1991 £2,520,644) amd ans
sisted of fees L84,115 (1991 L£112,500) and other
emoluments £2,091,000 (1993 £2,408,144), In adthuion,
penstons in respect of past services of L2310 (199
£205,840) were pard.

The chaicman's em_sluments tosalled £200,600 {1991
£262,367} Theemoluments of the highest pasd director
amounted to £342,393 (1991 L198,128),

In addition, sums of L715,658 {uncluding £265,87)
as a contribation ta a bank penston scheme) and
£720,000 were pad an respect of the eeminaton of
the service agreements of two executhe dircctors of
the back.

Two discctors have waived fees necenng to them for
their services in 1992 toralling £30,000 (1991 £37,382).

‘The adjacent table kows the number of directors
whose cmoluments receivable (rom the bank and us
ubsidiary undertakings, fell withn the basds stated.

ULTIMATE LHOILD!PVJG,CQfHPA NY

The ultimate hslding vompany af Madlamd Bank plo
HORCHnkhags ple whichas eorperated mehe UK and
repistered 1 Loghaid and Wales,

the year he everased 120,000 f the optaons, leaving a
balance of 2414, 1hese were eechunged for oprions over
3,312 1455C Holdings pie ordmary shares of 75p which
he cunumued w huld ag 3 Decendier 1992,

Na changes 1 oany of the above wtorests vcgurred
between 31 December 1592 and 2 March 1993,

L ‘ 1992 RLLL
0w 5,000 4 4
HLO0E = 15,000 2 3
15,000 - 20400 1 3
2405~ 25,000 1 2
30,008 = 35,000 1 -
35,008 ~ 40,800 - 1
ADL0Y - 45,000 H -
45,001 - S0,000 - |
$0,00: ~ S$5,000 - 1
120,001 - 125,000 - }
150,001 - 155,000 - i
160,004 - 165,000 1 -
168,001 = 170,000 | -
140,001 = 195,000 - 1
195,001 = 200,000 1 -
218,001 = 220,000 | -
255,004 ~ 260,000 - i
295,001 - 300,000 1 1
325,00 = 330,000 | -
340,001 - 345,000 | -
390,601 = 308,000 - 1
194 001 = 300,000 - 1

Copres of the Repart asd dannts uf HSBC Hold-
s phe van be vbramed, whon s, from s repstered
alfsee ot T Dower Thanes Stacet, Tondon 1eAn Gay



Five Year Summary

R 1592 Yo 1943 R 3988

m dm o In £
Prafic before cxcepuional wems atl taxanos 300 & ] 616 693
Exveptional nems (12 2t £52 T -
Profi/{loss) before taxanan 178 ih i} 4261} £93
Taxation {chargeMeredit (87} TR {YBE) 5" £27Y)
Prafu/{loss) before extraordinary uems T4 LAy 119, 12193 a2
Profic/(loss) artributable 10 sharcholders 102 LN (181 {219 412
Sharcholders' funds 1,124 2,50 2,422 2,685 3,009
Mino gy 1nterests 1T fnh 161 166 141
Perpetaal sybordinated tnan caputal 1,024 351 824 097 £88
Term subordinated Joan capital 1,183 1,129 1.2 483 970
Total capieal resousees 4,604 4,496 4,419 5,031 5,038
Current, deposit and other customer accounts 51,977 51,837 §2.8581 £4,680 47,983
Advances and other accounts 41,044 39,686 4% 25 45,530 40,273
Total assets 61,3584 59,796 59,869 62,619 55,741
Capital ratios .

— risk asset rale 10+7% 10 3% G-R% 10-0% 11:8%
ner 1 capital to total risk weighted asscts 5+7% 5-5% 54t §-4% 6 5%
total equity 0 total assets 1-9% 4= 2% 4+3% 4+6% 5+7%

Return on average sharcholdees' funds
—_ proﬁ:l(loss) attriburable de1% (146} (6+71% (7+71% 15:0%
Retun on averdge equity

— profit Lefore exceptional nems and taxation i1:4% 24 3% 202%  20-7% 24+3%

proﬁ:l{loss) beflore taxanon 6 7% 1+4% pan (B-8i% 24+2%
Retuep on average rotal assets

— profit before excepnional items and taxanon 0-50% 0 09% ¢ 1 6 90% 1+27%

pmﬁtl(]oss) before taxation p-310% 0-06% 0-02% (0-38)% 1-27%
Avcrage shares 1 1ssue {mithons) a 791 7H4 781 774 768
Neg assets per share a 179 299p 309p J4Sp 395p
Bacmngs/ (loss) per share = nct basis a 9:bp (6-2ip {29 Typ (283 53-6p
Average base rate 9.6% 117 14-8%  13-9% 10:1%
a 1988 adpusted for 1989 capitahisateon 1ssuc

L P

40
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List of Asscciated Companies of Midland Bank Plc Directly Owned as at 29/01/93

ST B ¥

- ERTTOOrZE=s ZISEI[ITTE nooR
b
Company Equity % Owned
Access Brand Limfted 30.00
Carbridge Telephones Limited 30.00
Carrycroft Limited 50.00
1CCH Limited 20.00
international Investment Company of Chile SA 25.00
Jacques Marisa Limited 37.50
LEntA Propertics Limited 25,00
Mastercard/Europay Limited 26.70
didland-Hellenobretanniki Hutal funds Management Comoany SA 50.00
vatiorwide Cellular Fit (1990) Limited 25.00
Pen Holdings Limited 30.00
Switch Card Services Limited 33.33
The Chile Investment Company SA 25.00
UBAF dank Limited 26.77

westminster Scaffolding Grouwp Plc 24.80
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