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MIDLAND BANK PLC
FINANCIAL CALENDAR 1992

Ordinay dividend payments

Interese payments

714% Sgb_g@irpauid U__nsc_c__:ggcg Loan Srovck 1?83;’_9_3 L

- 10%% Suhordinu;_cd gnsggglrcd Loan Stofk 1993/98

14% S}:_l?oi{iq:gtqd Erlsccu(qfl_Loatl Stock 2002/07
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Half-yearly resuls announced

Annual general meering

TAXATION
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Capital gains

For the informacion of sharcholders, the
adjusted marker value of each ordinary share
on 31 March 1982, after taking into acenunt
subsequent rights and capitalisation issues,
was £2 - 244, Further adjustments must be
made where a shareholder has chosen to
receive shares instead of cash for dividends.

Scrip dividend alternative

During 1991 the bank offered serip dividend
alternadives in respect of the 1990 second
interim dividend paid in May 1991 and the
1991 firstinterim dividend paid in October
1991. The amount of the dividend necessary to
give an entitlement to one new share was fixed
at 202p and 244 - 2p respectively, Those prices
did not differ by raore than 15% trom the

e me—— e - b —

22 Mayand 16 October

.30 une and 31 December
.. .30June anc 31 December
3 My and 30 November

30y

. 3 May

market value of one new share on the first day
ofdealing on The London Stock Exchange.
Accordingly the Inland Revenue will not seek
to substitute the first day of dealing values and
the values for caleulating the appropriate
amount in cash for inclusion on an
individual's tax return will be 202p per share
for the May dividend and 244 - 2p per share
for the October dividend. For capital gains rax
purposes the base costs, before indexation, to
be raken into account on any subsequent
disposal will also be 202p per share (May
1991) and 244+ 2p per share { October 1951),

Shareholders should contact their usual
professional advisers if they need further

inlormation,
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MIDLAND GROUP
FINANCIAL SUMMARY
’ o 1991 19%0
n o £m im
| RESULTS FOR THE YEAR
l Profit before exceptional items and taxation 57 63
Exceptional items (21) (32)
L u Prolit before taxation 36 11
; Loss attributable (39) (181)
ﬁ Deficit (65) (251)
AT YEAR-END
. ' ﬂ Total assets 59,408 59,636
Total weighted risk asscts 41,500 43,787
e & Sharcholders’ funds 2,350 2,422
ﬂ Total capital resources 4,496 4,419
- g PER ORDINARY SHARE
1 Loss — net basis {6:2)p (24-7)p
H Loss — nil distribution basis 5:6)p  (15-8)p
< Dividends 3:4p 9:0p
g Netasservalue 299p 309p
RATIOS
g l Return on average equity -~ profit before exceptional items and taxation 2+3% 2:2%
:‘;' profit before taxation 1-4% (-4%
“ ﬁ Return on average sharcholders’ funds ~— loss attributable {1-6)% {6:7)%

: Pre-tax return on average rotal assets — protit before exceptional items 0-09% 0:10%
A a profit before taxation 0+06% 0-02%
Capital ratios — total capital to total weighted risk assets 10-3% 9. 8%

tier  capital to total weighted risk assets 5+5% 544%
toral equity to total assets 4:2% 4+ 3%

The annual report on Form 20-F, which is filed with the Securities and Exchange Commission in
the US, contains additional statistical inforsnation and analyses of the Group's financial position
aad results of operations for 1991, Copics will be supplied on application to the secrerary,

Midland Group
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MIRLAND BANK PLC

BOARD OF DIRECTORS

*Sir Peter Walrers
Age 6l ~ appointed a direcor and vice chairman in
1991 and became chairman later that yeur, Heis
chairman of Blue Circle, deputy chaizman of Thorn
EM, director of SmithKline Beecham and a former
chairtnan of British Pecroleum,

*Sir Patrick Meaney
Age 66 = adirector since 1980 and a depury
chairman since 1984, heis chaizman of the Rank
Orpanisation and A Kershaw & Son and a director
of ICI, MEPC and Tarmac.

°Sir Peter Leslie
Age 61 — appointed a director and a deputy
chairman in 1991, heis chairman of the
Commonswealth Development Corporation and che
Export Guarantees Advisory Council,

*B H Asher
Age 56 — appointed a direccor in 1991, heiis
director of HSBC Holdings and The Hongkong and
Shanghat Banking Corporation and is chairman of
Jaunes Capel and Wardley.

*T ] Cunningham
Age 49 ~ adirector since 1988, heis presidentand
chief exccutive officer of The Fishkill National
Corporation and a director of Kissinger Associates,
R Delbridge
Age 49 — director group finance since December
1989,

=Sir Archibald Forster
Age 64 — adirector since 1986, he is chairman and
chief executive of Esso UK and a director of Lloyd’s
Register of Shipping and the American Chamber of
Commerce.

Executive directors commiteee

Gronp chref executive
B G Pearsc

Deputy growp chicf exeetive
B L Goldthorpe

Director group finance
R Delbridge

Bank plc

S

£

B L Goldthorpe

Age §8 = adirecror since 1983, he joined Midland
in 1949 and is deputy group chief execurive. Helsa
director of HSBC Holdings and The Hongkoag and
Shanghai Banking Corporation.

H E Lackbart

Age 42 - adirector since 1988, heis chief
executive, UK Banking and Group Operations,
and a director of M.stercard Internarional.

GE Loudon
Age 49 = adirector since 1988, heis chief
exceutive, Midland Montagu.

G Maitland Smith
Age 59 ~ adirector since 1986, heis chairman of
Sears and a direcror of Asprey and Hammerson,

*Gir Colin Marshal
Age 58 — ndirector since 1989, heis chief executive
of British Airways and a director of IBM {UK),
Grand Metropolitan and the British Tourist
Aurhority.

L)

“Baroness O'Cathain osr
Age 4 — adirector since 1984, she s managing
director of The Barbican Centre and a director of
Sears and Tesco,

B G Pearse
Ape 58 ~ appointed a director and group chief
executive in 1991,

*8ir Eric Pountainnt.
Age 58 — adirector since 1986, he is chairman of
Tarmac, James Beattie and IML

*W Purves cpt vso
Age 60 ~ adirector since 1987, he is chairman
of HISBC Holdings, The Hongkong and Shanghai
Bunking Corporation, The British Bank of the
Middle East and a dirccor of Marine Midiand
Banks. '

*non-executive directors

Chicf executive, UK Banking and
Groupp Oprerations
H E Lockhart

Chief executive, Midlamd Montagn
G L Loudon

Secretary
J R Skae
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CHAIRMAN’S STATEMENT |

i PO

Sir Peter Walters became vice chairman of Midland
Group ch 6 March 1991 and chalrman on 14 Juna.

HMe was born inMarch 1931 in Birminghamandisa
graduate of the clty's university.

After military service he joired BP in 1954, working
in various positions in the U and USA lor 19 years
belore becoming a managing directer in 1973, Sir Pater
was appointed a deputy chalrmar in 1980 and was
chairman from Novembaer 1981 until his retirementin
March 1990. He was nightad in 1984,

He has also been a director of Natlonal Westminster
Bank and currently holds a number of non-executive
positlons, He Is a director of SmithKline Beacham;
deputy chairman of Thorn EMI; and chairman of Blue
Clrcle Industries.

Sir Poter s also president of the Institute of
Direclors, a managing trustee of the Instilute of
Economic Affairs and vice-president of the Chartered
Institute of Bankers,

ITIS ALMOST A YEAR SINCE [ JOINED THE
Midland Group board and nine months since
became chairman, This eptire period has been
dominated by a recession which has adversely
affected virtually all business and many
personal customers throughout the UK, The
continuing rise in both inselvency and default
has had an obvious impact on all barks. e
Qur provisions — which are widely sprend
across all kinds and sizes of borrower — were
substanrially increased in 1921 compared with
the previous year. Thisis clearly a severe
financinl burden; there has also been the heavy
additional cost of time spent in helping
customers through this very difficult year,
However, the trend was foreseen in 1990
and the first half of 1991, so that a lower
charge proved appropriate in the second half
of the year. The effect of the recession was also
seen in fower loan volumes in the second half,
partially offset by a widening of margins, Qur
underlying profitability, evident in the record
level of trading profits in 1991, enabled the l
Group to withstand the unprecedented level of
bad debts and further strengthen its capital
position,
Midiand Group made a pre-ta,

ofitof
£36 miilion in 1991, compared with a profit of
£11 million in 1990. The bad debt charge of
£903 million renders unsazisfactory results
which atherwise show some very encouraging
trends, Trading profits before the charge for
bad and doubt{ul debts have increased by 29%
to £948 million. Non-interest income has
increased by $%. Our costs have been
centained, evidenced by 2 0 5% overall
reduction and a 4-8% improvement, to
71+ 5%, of our cost income ratio, The Group's
total capital ratio was 10+ 3%, against 9+ 7%
at the half year,

There have been a number of very positive
strands to the Group's improved trading
performance, We have gained from our
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CHAIRMAN’S STATEMENT connnueD

concentration on core business in the UK and
continental Europe, Costs have been
contained through continuing programmes
that streamline our back-office operations and
free up Iront-ine staff to improve our service
to customers,

There is still some way to go. Qur network,
in recent years, has become too complicated.
Segmentation has been carried too far. Whilst
our branches act, as they always have done, as
the principal delivery points 10 our personal
customers, our business customer
requirements are met through too many other
outlets. We are taking steps — progressively -
to adapt the structure to re-cmphasise the
importance of the branch manager in meeting
a broader range of both personal and business
customer needs.

This development will pr ve to be most
important in the way we make our lending
decisions, all banks in recent years having paid
too much attention to market share, We need
to be sure that support is given to customers,
of whatever size, that have a sound future, We
aim 1o build long-term relationships through
good local knowledge and a fair balance
between risk and reward.

There remains, however, a continuing
uncerrainty about the econnmic environment
and its likely effect on our future profitability.
In all the circumstances, the board has decided
that the prudent course of action is to conserve
capital and reserves in the best long-term
interests of the Group by maintatning the
second interim dividend of 1-7p at the same
level as the corresponding dividend in 1950
and the first interim dividend in 1991, making
3+4pforthe year.

Our service to customers

Throughout the year, we worked in
consultation with interested parties to draw up
guidelines which would povern relationships

with personal and business customers.

The Code of Banking Practice for personal
customers was published by the banks,
building societies and card issuers in
December, for implementation by March this
vear. We see the code as serting the minimum
standards to be achieved, an ~ope that we can
go beyond these wherever possiblein meeting
the expectations of our customers in all their
dealings with the bank,

In October, Midland led the way in
launching a business charter. A feature en
pages 18 to 21 of chis repore detatls our
concern ai the dissarisfaction expres.sind alout
banking for smaller companies, and our
response to it. We hope and expect that we
shall be able to live up to the pledges
underlying our commitment to service, which
is our key objective for 1992,

Midland’s initiative to establish 11 regional
enterprise funds covering England and Whales
represents a further move to increase the
support available to small and mediuvm-sized
businesses. These funds aim to bridge th »
equity gap by providing long-term finance
through the injection of share and loan
capital, augmented by support from local
professional advisory networks.

Ourrola in the coimmunity

The demand for the Code of Banking Practice
and the Business Banking Charter, to which [
have referred, emphasises that no financial
institution can stand aside from the
expectations of the communities whach it
serves,

There has been a sea change in the attitudes
and behaviour of customers, sharcholders and
staff. An increasing readiness to demand
choice, service quality and understanding in
the provision of banking services is also
manifest in a wider social context. Such
considerations as equality of opportunity, th

Midland Group

?
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CHA_;RMAN'S STATEMENT cournivrs

environment and education row have ro be
considered as an integral part of business
decision-making.

Our record of social concern is being
enhanced, demonstrated through such acdons
asimproving conditions for mothers wishing
to return to work, and charitable donations
and sponsorship aimed particularly ar young
people, many in disadvantaged circumstances.
We are strongly committed to long-term
community involvement, going hand-in-hand
with long-term personal and business
relationship management.

Qur business in Europe

Entering 1992, the continent is alrzady vital to
the UK economy, with more than half of all
exports now going to European Communicy
counrries. We regard ourselves as having che
strongest presence across continental Europe
of the UK banks, and have consolidated
furcher our businesses in wholesale and
merchant banking, We believe that Midland’s
nerwork is now well placed to meet the
¢ross-border financing and investment
requirements chat will increasingly arise.

Our board of directors

[ firmly believe that companies can only be
successful if they take full account of the
varied interests of shareholders, employces,
customers -nd the communities in which they
operate, It is for the non-executive directors to
ensure that the necessary checks and balanees
are effectivelv applied. With their diffecent
backgroua. < and experience, they should be
well placed to observe this interaction more
objecrively, They need firtl information ind a
healthy climare of debate in which decisions

Midland, where we have a board of five
executive and 11 non-executive directors, ]
and the other non-executives enjoy both total
access to the faces and full and frank
discussion with the execurive directors.

There have been several changesto the
board.

Sir Kit MoMahon resigned as group chiel
executive in March and as chairman in June.
His five years of leadership coincided with a
period of extreme turbulence and rapid
change both in the economic elimate in
general and in financial markets in particular,
during which he drove the Group forward in
rediness for better times ahead, Fe has our
very best wishes for a happy retirement.

Other board members leaving during the
year were Sir Alex Jarrate, Sir Kenneth
Corfield, Peter Wrangham and $ir Michae!
Palliser. Sir Michael remains with the Group in
his role of deputy chairman of Midland
Montagu and chairman of Samuel Montagu
& Co. Our thanks are due to them all.,

Two new non-executive directors were
appointed. Sir Peter Leslie, chairman of the
Commonwealth Development Corporation,
joined the board in July as a deputy chairman.
He became a member of the Group Audit
Committee, which oversees accounting policy
and practice, as well as regulatory and
statutory compliance; and of the Group
Remuneration Committee, responsible for
serting che level of compensation of the
chairman and senior exccutives, including the
executive directors. Bernard Asher, a director
of HSBC Holdings and HongkongBank and
the chairman of James Capel and Wardley,
became a board member in November.
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CHAIR MgN’S STATEMENT convinuep

people of high calibre and competence, Iam
extremely grateful for their continued
determination to strive for excellence and a
proper understanding of customer needs in the
face of the many difficulties created by the
adverse economic environment,

The strategy to increase decision-makiig
within the branch network re-emphasises our
commitment to the need for training and
petsonal deveiopment, as well as for essential
continuity.

The future

Writing in March, the UK economy looks set
for another difficult year, againsta
background of recession in most of the world’s
other leading economies,

The good news is that UK Government
policy is succeeding in its aim of controlling
inflation. But this is at the cost of reduced
growth, The tabour market holds the key to
the outlook, as the effects of the recession and
low inflation continue to be felt on wage
bargaining. The lack of consumer confidence
could well persist, affected by a weak housing
market, still rising unemployment, debt
overhang and uncertainty pending the general
election. The corporate sector will probably
remain depressed in 1992, with an emphasis
on reducing excessive debt rather than on
making new investment.

Midland has the enormous benefir of its
strong and diverse customer base, buth
historicalty in the UK and now in continental
Europe. In time of adverse circumstances, it is
important to remember our vital presence in
the British high street, in both the personal
and business markets. We have an impressive
array of successful businesses. In Firstdirect,
our relephone banking service, we have very
much the market leader in what could well be
one of the most significant growth areas of the
decade.

When the UK economy recovers, | am
confidert that the strength of our businesses
and our capital pesition, combined with the
activn being taken to increase income and 1o
reduce costs, will contribure their full value
towards our standing in the markets in which
we operate.

i
.

Sir Peter Walters
Chairmnan
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Bria.; Pearse became a director and group chiel
exectlive of Midland Group in March 1991,

He was previvusly a direntor and finance director of
Barclays, since 1987,

Mr Pearse was born in 1933 .0 Liverpool, where he
joined Martins Bank — now merged with Barclays — in
1950. He worked in degartments in Liverpool and
Leeds, and held manageriat appointments in Bradford,
Sheffield and Leicestar.

In 1972 Mr Pearse became district manager and
then alncal dirpctor at Barclays’ Bismingham local
headquarters.

He was aregional ganeral manager from 1977 lo
1979, when he became a general manage: and director
of Barclays Bank UK, In 1982 he became chie!
execulive officer of Barclays' North American
oparatior 3in New York.

Hels a director o tha British American Chamber of
Commorce and a rrember ol the Financial Reporting
Council. Hels on the Councif of | ing's Cellege, Loadon
University.
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GROUP CHIEF EXECUTIVE'® REVIEW OF OPERATIONS

UK BANKING

DFSPITE THE DEPRESSED ECONOMIC
environment, Midland's UK banking business
achieved a trading profit before bad debt
charges of £651 mullion during 1991, which
represented 2 46% improvement over 1990,
This substantial growth has been achieved

through improvements in fee and commission

income, cost containment, and efficiency

measures.
Costs reduced by £31 million compared
with 1990, Netinterest income rose by 6%

over 1990 and fee income by 13%. Deposit
balances and overall spreads were also up on
the previous year, Taken together, these
improvements led to a7+ 7% reduction in the
cost-to-income ratio.

Highlighting these figures is not to ignore
the continuing bad debr situation, but to set it
into perspective and give some reasons for
optimism.

The bad debt problem looks set to persist

for some time to come, There has also been an

increase in the levels of fraud thac all clearing

banks and building societies have witnessed in

recent years. Midland hias responded by

further steengthening credic and other

procedures at both regional and local levels.

This renewed emphasis on control is showing

positive results,

The chairman has refeired 1o the high level

of criticism aimed at che banking indusery
during the year, He has alse outlined

Midland's response to it, and in particular our

commitment t improving the quahty of

service to customers, We intend to maintain o

balance between further controlling costs and

improving service, to ensure that our

achievement of the former objective does not

impede our attainment of the latter.
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GRONP CHIEF EXECUTIVE'S REVIEW OF OPERATIONS CoNTWUED

e network

Qur branch nerwork 1s the key serviee point
for both personal and business cusiomers, It
represents vur largest capital and revenue
investment within the UK, in terms of both the
income itgencrates and the costs it incurs.

Our aim is to increase income and to reduce
costs through a mujor branch nerwork
overhaul ro reflect chanying demographics,
customer wealth patterns, operations
centralisation and theunpace of technology.
The changes already made have been
evidenced in the improvement in our key
cost-to-income ratio.

Nortable amongst the achievementsin
Group Operations *=re *he completion of the
£35 million, three-year programme for
District Service Centres which removed
cheque processing from the branch network;
the delivery of a Customer Information
System to assist in customer service and
relationship management; and a new sysiemn
automating all direct debits and standing
orders.

Credltanddebltcards
There was marked evolution of both the credit
and debit card markets in 1991

A more equitable pricing structure was
introduced for mass-market creditcard
products. Thisentailed a reduction in interest
rates, together with the introduction of fees i
reduce the cross subsidy that had hitherto been
made by credit card borrowers to users of the
service who repaid in full each month. The
account attrition rate from this initiative way
lower than we expected. During the year, a
combined account was launched offering both
Mastercard and Visa, attached to a single
account for one fee,

Flnanclal servicos

Investment and insurance products are the
tastest growing area of business wthin UK
Banking. Midland Financial Services {MFS),
formed it January 1991, brought together the
Group's life and genceal insurance achivities,
together with unit trusts, retail stockbroking,
global custodianship and investment advisory
services to high-net-worth individuals.

MFS had a successful year. Toral operating
income from its services grew by 17%.

Sales of general insurance products were up
15% compared wich 1990, Life assurance
income al<o showed encouraging growth. The
life assurance sales force, which works very
closely with the branch network, is planned to
crease from 350 to 500 by the end of 1992,

The number of Midland's Shareshaps,
situated within large branches, was also
extended in 1991, The hundredth opening, in
Worcester branch, was completed in
December, Further expansion is planned.

We continue our major systems investment
n these businesses with particular emphasis
on retail stockbroking, life assurance and
custodian services.

Firstdiroct

Firstdirect, Midland's telephone banking
service, celebrated its second anniversary. lcis
very much the market leader,

The total number of accounts, at 200,000,
comfortably exceeded targets. The proporticn
of customers — more than 70% — from
competitor organisations remains high. The
lateat atticude survey indicates that over 85%
of Firstdirect account holders feel the service is
better than they have received elsewhere,
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Business banking

Midland suppores small busiess through our
branch network, with Fnterprise Centres
located within selected branches, and serves
the muddle market through our Corpurate
Banking Centres. Atthe other end of the
spectrum, rolationships have been
strengthened with many major corporate
entities, which are maintained by
London-based teams, acting as a bridge
between the network and the treasury, capitl
markets and investment banking expertise
available from Midland Montagu.

The difficulties encountered by many of our
business customers during the year led us to
reaffirm our traditional commitment to the
business community, by increasing the
number of staff dedicared to helping
compaaies survive the shore-term problems
brought on them by the recession. When
economic recovery beging, we shall to o
significant degree have the capacity to meet
the loan demand of our business customers —
forthe rightopportunities on the right rerms
— thereby playing a full part in financing the

nation’s future economic growth.

MIDLAND MCNTAGU

Midland Montagu, our international and
investment banking arm, saw strong
performances in a number of its businesses,
achieving a pre-tax profic of £109 million in a
period durirg which both cconomie
conditions and markets were depressed.

The contnental European businesses
continue to be of major strategic importance
ta the Group. There were strong pecformances
from Guyerzeller Bank in Switzerland, from
Trinkaus & Burkharde in Germany, from our
Greek branches and from the Midland Bank
Trust Corporations, Business flows between
our various European operations are
increasing: 1991 saw an encouraging growth

of corporate fimance and the establishment of
new venture capital businesses in France,
Clermany and Spain,

We alzo achieved success in providing
financial advisory services to the emerging
democracies in central Europe. Samuel
Montagu’s activities there continued to
strengthen, culminaung in anumber of
recently mwarded mandates.

In the UK, Samuel Montagu had another
successful year, despite lower levels of market
activity and che requirement for some
provisioning against lending in the UK, which
reduced profitability compared with 1990, In
Corporate inance, advice to Scottish Power
on its L1+ 96 billion Aotation and im olvement
withmany of che leading rights issues,
including the raising of £396 million for
Argyll Group, were among the highlights of
the year. Specialised Financing, in parenership
with Citibank, areanged News International’s
USS8 billion financial restructuring. Both
Midland Montagu Ventures and Midland
Montagu Asset Management continue to
make steady progress,

Treasury and Capital Markets also focused
on Eucope, strengthening treasury sales
delivery capability and concenrrating marker
making and risk management in London,
Dusseldorf and Athens, Capical Markets
activity continued to grow across Europe, with
particular success in the lira and peseta bond
markers complementing existing strengths in
both sterling and the deutschmuark, as well as
in Greenwel] Montagu, our gile-edped market
maker.

There were strong performances in money
market trading and foreign exchange.
Currency options and swaps continue w be
ieading and profitable produets. Distribution
to a wider UK market is now being achieved
through our regional treasury scheme. This
had considerable sucecesses in providing

Michael Homs 1s managing diractor of Isla of Wigh! Glass, & fariy-tun

o y.

Group business ho ostabhished 20 years ago. The comparny croatos decorative
et plass artclos; 60% ol its ouiput Is exportod, (o 22 countrios worldwide.
12 Mrdiand has been tha company's bank sinca the first year of oporation.
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custamers outside London with direct loeal
access to expertise in risk management,

During the year, Group QOperations

PR implemented a major back-otfice money

2 market system to support these activities,

Ininternational banking, Correspondent

Banking consolidared its leading position in
London, whilst our trade finance activities
were most satisfuctory. The successful
integration of Midaval, our forfaiting
company, with mainstream trade finance,
allowed us to offer a more rounded service. We
also formed a new UK business development
team to promote and deliver the Group™s
comprehensive range of international rrade

and payments-related products and services to
the customers of the UK branch network.

T

We continued to take o proactive approach
to the management of the Group's Lesser
Developed Countries debt poritfolio. Its

»

quality was improved and the level of

provisicnable exposure reduced; overall, the
size of the portfolio fell by USS810 million
or 13%.

The success of the debt restructuring

agreements for Mexico and Venezuela gives

hope that the bank advisory committees will

reach seeclements this year with Brazil and

7 Argentina, These should result in lusting
economic improvement and a corresponding

: increase in the price of their debt on the

secondary market. This outcome can be
expected to have further positive implications

Ry for the quality of our carnings and the

underlying value of our portfolio.

FORWARD TRUST GROUP

Forwar I Trust Greup (FTG)'s pre-tax profit of
£43 million compared favourably wich che
resules of the finance-house industry generally,
Lending volumes were down as a direct
result of the recession, bu trevenues benefited

YL
PRI

fromimproved margins and the lowering of
UK interest rates. Costs were closely managed,
wich the overall increase being less than the
rate of inflation, Bad debts were at record
levels bue there was an improving trend in the
second half consistent with the emphasis
placed on lending quality and on managing
those customers with payment difficulries.

The steategy to establish discrete businesses
was pursued, building upon the organisational
structure introduced in 1990, In April, FTG
added ro its porttolio by acquiring
Bristol-based Crown Venicle Cantracts, which
provides vehicle contract hire services to
business customers.

The other constituent businesses —
Forward Asser Finance, Concord Group,
Griffin Factors, Forward Trust Personal
Finance and Forward Motor Finance - all
withstood the rigours of the recession,
although the joint venture company, Fiat
Finance, experienced 2 difficult year,

FTG is well placed to take advantage of
better trading conditions when they emerge.

THE THOMAS COQK GROUP

Profitability was eroded by a number of
facrors outsicde the Group's direct control:
publicreluctance to travel during and
following the Gulf War; deep recession in the
major markets of the UK, the US, Canada and
Australia; losses from the collapse of
important trading partners; the drop in the
travellers’ cheque float yield as interese rates
declined sharply. All had a sizeable impact.

On the positive side, Thomas Cook won
many new business travel and travellers®
cheque contracts throughout the world.
Particularly satisfying was the performance of
retail foreign exchange and, most notably, of
the business acquired from Deak International
in 1994,

Alwyn Bratteltheads a family businoss «— Alwyn Brottolt Windows —
that ha esrablished in Manstield in 1972, The firm makos windows for
local authorities and private homes. It has bankad with Mictand

for 14 yoars,
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' GROUP CHIEF EXECUTIVE’'S REVIEW OF OPERATIONS ¢ “omiciy

The generally very adverse conditions next year. We worked closely with The
demonstrated the tremendous loyaley and Employer's Forum on Disability, sponsoring
commitment from Thomas Cook staff, who the guide *Monitoring People with Disabilities

; accepted a pay reduction from Mareh to in the Workforce'
- September to help reduce costs. Our commitment 1o developing our people

The company used its 150th anniversary to has never been greater. A series of

I generate a large amount of publicity in each of programmes, with training focused on our
the 100-plus countries in which it operates, coreskills and a comprehensive approach 1o
culminating in a revival of a round-the-world career development, is being putin place to
luxury tour. ensure the Group's continuing strength,

Having joined Midland as group chief
STAFF executive in March 1991, I have now
completed my first year. During the past 12

Our remuneration straregy is 1o reward )
months [ have sought every oppertunity to

high-performing staff in a selective and
mect customers and staff throughout the

equitable manner so as to motivate and retain .

. ) Group, lam most forcibly impresied by two
. sality workforce, At the same time, we have

sought te balance this with the need o

o

manage overall pay at a level related o the

things: firstly, by the strong desire of our
customers to sce Midland successful again;

R and secondly, by the commitment of our staff,
Group's results, ) i . o
" , L. their professionalism and their wish to serve

In fulfilling the essential reductions in

. our customers. These strengths have been

headeount, we have made every effort to adopt .. ) .
) ) . maintained through a period of particular
asympathetic and professional approach in o .
o .. change and difficulty ror the Group.
whartis a difficultand sensitive task. . .
) This is by no means the first year that the
We have continued to demonsrrate our ) ) ) )
. . chief executive has commented with gratitude

e commitment to equal opportunity, We are

. on the resilience and loyalty of our staff over a
' strenuous proponents of Opportunity 2000, v . \

. . \ difficult period. Nevertheless, the sentiment
the campaign to improve and increase the ,
could not be more sincerely felt.

o quality and quantity of women's participation
: in the workforce, and have taken a range of

n initiatives to ensure all our employees have the
* right to succeed. Qur already extensive

neework of nurseries and play schemes for the ? v‘%
i children of our working mothers was )
f N

¢, anded.
Midland also continued its programme of
E active involvement in disability issues.
Awareness training for employees and work
‘ experience for drabled people were offered in Brian Pearse
1991 and the programmes will be expanded Group chief executive
H Gary Arntitage Is ona of threo partnars who setup GMA Enginoenng, a
sroup Barasloy-based hoavy angineering company, Mdlond was clasoly
: ivelvedin tho planning and financing of GMA €n ginearing's fermation,
S ' 1G and has boan the company's bankof sinca is ncoptionin 1950,
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MIDLAND GROUF

MIDLAND AND THE SMALL BUSINESS COMMUNIT\”

SMALLFIRMS PERFORM A VITAL FUNCTION IN
the process of national wealth creation. OFf all
businesses in chis country, 96% employ fewer
than 20 staff; provide 36% of total
employment opportunities; and contribute

21% of total GDP. The small firms of today are

potentially the big fiems | __ __
of tomorraw. i
Theyearwasa i
difficult one for the !
small business sector,
with 47,000 business
failures, resulting
largely from problems
brought about by the |
recession. There has
been much public

interestin the state of
this marker and the E
supportgiven toit by
the banking industry.
This started with
comment in the media
that banks were not
passing on the whale of

the Chancellor of the
Exchequer'sinterest
rate cuts. This charge
was ultimacely proved to
be unfounded. But the
concerns developed into
other areas of dissatisfaction, especi: 1I1v
criticism of the speed at which companies

were being forced into liquidation.

Such sentiments may be inevitable during a
period of recession, However, Midland was
prepared to accept that there were some
groumds for discontent. Sir Peter Walters,
Midland’s chairman and President of the
Inseitute of Directors, did so explicitly in the
January 1992 issue of *Director’ magazine,
while proposing improvements in future
biank/business relationships,

Midland's Business Banklng Charter
We promise to:

Publish terms and conditions setting ont our
obligations to you and your obligations to us.

Offerguidance on how to borrow money
durcluding v to present your case, and tefl
you how we calculate interest and when we

charge it to your account.

| Publish a price list of main business services and !
]
change our prices no more than once a year.

E Hold any prices negotiated with you individually
forene year unless otherwise agreed.

Glive you one month's notice of any changes
to our prices.

Discuss with you in advance the charges for
any additional services,

Explain the steps to folfow if you wish
to comment on or make a complaint abour !
OUT SErvices.

A chartor for business

During 1991, Midland worked closely wich
representative orgamsations of the smail
business sector, including the Smaller Firroe
Council of the Confederation of British
Industry and the Forum of Private Business:
the mission was to

understand better the
needs, problems and
frustrations of small
business owners and
thereby respond to
thoseneeds in amaore
constructive marner,
Feedback, both from
these organisations and
from independent
research, ensured thara
greater mvareness of
customers’ needs was
obrained.

Using this feedback,
Midland was already
well on the way to
introducing its
Business Banking
Charter when the
Chaneellor ealled upon
allthe clearing banks
to formulate a code of
practice. Midland —in

Ocrobu - was the ﬁrst bank to publish
its charter.

"The charter is written in straightforward
language, Nothing is hidden in small print.
The clear language and simple instructions
climinace any risk of misundersranding. This
was independently acknowledged in the
accolade of a Plain English Award.

To introduce and explain the charter, a
series of evening gatherings was held around
the country, pulling together the bank’s sinall
business managers and advisers with
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MIDLAND AND THE SMALL BUSINESS COMMURNITY conmivED

representauves from the protessional bodies.

T he purpose was to develop a closer working
relationship with the partnership network that
supports small firms.

Adedlcated network
The Midland Enterprise concept, launched in
1990, has continued to develop,

Service levels are being enhanced through a
network of dedicated outlets and staff, trained
to recognise the particular requirements of the
small business market. Midland now has 333
Enterprise Centres throughout the country,
employing over 500 Entecprise Managers.
They are backed up by 700 additional staff
with special product and sales knowledge.
Each centre works closely with the senior local
Midiand manager, who has special
responsibility for relations with civicand
business leaders in thelocality,

Tralning for staff

Midland considers it imperative that its staff
be better schooled in the needs of small
businesses.

Over 400 managers have now passed
through aspecial Manchester Business Schoal
enterprise course, This was designed by small
business owners, in conjunction with bank
advisers, and delivered by business people to
create a more vivid awareness of the market’s
requirernents. This one-week pregramme is
supported through a number of other visiting
business owners, who explain their particular
cxperiences with the banking industry. The
managers attending undertake a role-play
exercise, where they experience directly some
of the frustrations of business owners.

In November 1991, Midland announced a
link with the Doncaster Bus.aess Advisory
Centre, a focal enterprise agency, to provide
further training to 2,000 bank staff. They use
the same programme that business owners go
through in the process of setting up a business.

The objective is to ensure that scaff who have
an interface with small business customers
have exactly the same traiming as the
customners themselves.

In addition, there are areas of the country
that have a very strong ethnic minority
presence in the business community, Working
closely with the Echnic Minority Business
Development Team, a Home Office initiative,
atraining programme has been created 1o
ensure that Midland staff better understand
the needs of the people concerned.

Trainlng for entrepreneurs

Midland recognises the special training
requirements for the management of small
businesses in its sponsorship of the Midland
Bank Professor of Small Business Studies at
Kingston Polytechnic.

The bank is also a strong supporter of local
training and counselling activities. It cnrrently
sponsors over 200 local enterprise agencies in
England and Wales. In addition 20 bank
secondees, managers taken out of their
workplace and attached for periods of 12 1o 18
months to local enterprise agencies, offer help
and guidance to new businesses. Upon return,
these managers have a much greater sensitivity
towards the perspective of the marketplace,

In addition 10 its support for the enterprise
agency movement, Midland isin the top five
organisations backing the newly created
Training and Enterprise Councils (TECs).
This backing is achieved through participation
on their boards, through cash sponsorship and
through secondment, The bank recognises the
importance that these organisations have,
both in developing the new skills required in
cach communuty and in the support they
provide to new and existing small firms,

through advice and training.

An integral part of Midland’s Enterprise
package is a serics of baoklets for the first-time
entrepreneyr, entitled *First Steps in Setting up
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MIDLAND AND THE SMALL BUSINESS COMMUNITY 7CDNT]NUED

in Business', “The Business Plan, *Monitoring
and Conerol of Your Business and '‘Bereer
Business Management’, In addicdion, a
half-hour video film *Help for Small
Businesses' is available,

Encouragement for youth

The importance of the Enterprise culture
throughout the 1980s has primarily been
directed at the adult population. However, the
bank has recognised the need to bring that
culture into schools, to ensure that young
people have a greater awareness of the
workings and importance of industry and
comnterce.

Midland is the major sponsor for the
charity Young Enterprise. In 1991, this
initiative provided an opportunicy for over
25,000 young people to sec up 2,000
businesses which they operated outside school
hours, for periods of up to six months. The
pupils, acting as company direcrors, are
assisted by advisers drawn from local
businesses; over 300 of these at any one time
come from Midland. Flaving raised their own
capital through the issue of sha.es, the
enterprises develop and sell innovarive
products. Ultimately, each company is
liquidarted and, where possible, a dividend
paid to the sharcholders.

The commercial facets are not the only
benefits that accrue ro these young people.
They also gain a great deal in working
together as 1 ream, recognising the importance
of each other's role in achieving an overall
objective. Midland has a policy of looking
favourably on young people passing through
the Young Enterprise experience when they
apply for jobs withinthe l ank,

Co-operation with Government

For many years, the bank has worked closely
with the British Qversens Trade Board and the
Export Credits Guarantee Department to help

NEWComers to exportng to recognise the
opportunities and avoid the worst pitfalls
inherent in this hazardous experience.
Currently, entrepreneurs are being puided
through the maze of the Single European
Marketin the run-up to 31 December 1992,

In another initiative, discussions are well
advanced with the Department of Trade and
Indusrry on ways by which profitable
innovation — the successful ereation and
commercialisation of new products and
services — might be encouraged.

The bank also maintains a close dialogue
on small business marcters with the
Department of Employment and the Small
Firms Minister, the Department of the
Environmentand the Home Office. The bank
has been active in discussions with the
political parties” specialist committees and in
giving evidence to the Treasury Select
Committee.

Specialloans and funds

Midiand Bank continues to support & numiber
of Government initiatives which provide
special forins of finance to the small business
community, In particular, Midland is one of
the major participants in the Small Firms Loan
Guarantee Scheme,

Midiand has also provided special finance
in those difficult areas of coal and steel
closure, through the European Coal and Steel
Conumunity Global Loan Scheme, This help
has enabled some 300 businesses to expand
operations, through capital invesunent
projects wotalling over £196 million. This
investment has, in tuen, created an additional
4,000 jobs.

On a more local basis, Midland managers
have worked together with other members of
the business communiry to set up 20 loan
funds providing assistance, usuaily in Inner
City Taskforce areas, on special terms, These
provide for interest at rates starting below base
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MIDLAND AND THE SMALL BUSINESS COMMUNITY conmricgs
and inereasing as the business becomes more consult ints would be essential if the
successful. companies were to achieve high sustainable

The schemes depend heavily upon logal growth, The launch of the enterprise funds is
parmerships between the bank, other large designed to address these 1s5ues.
public companies and local aucharities. They It1s planned that, following completion of
also draw on the expertise and day-ro-day the regional fund-raising scage of the project,
involvement of the o .. the Midland Enterprise
TECs and local Funds will invest in
enrerprise agencies, Tt T T s T T unquoted companies
which provide advice, i R across a broad range of
guidanceandafrercare | EMRARIRS industry sectors. The
support. investment strategy is

Midtand isleading to identify and invest
an initianve to establish 2 ) _ e in businesses which
regional enterprise “ e ’ have sound
funds. The fundsaimto v management and
provide long-term L considerable growth
finance to small and © potential.
medium-sized . Irisintended chat
businesses through the funds will be launched
jection of share or by leading local
loan capital, combined stockbrokers, managed
with support fromlocal * = T by independent,
professionaladvisory . __ ... .. _ . ... .. regionally-based
nerworks. fund managers, and supported by a

The initiative follows a two-year professional advisory network in each
investigation by Business in the Community locality.
under a 1eam led by Sir David Scholey, The
team’s conclusion was that small businesses Vlital community service
often require capital for expansion, yet find it Midland, as a major clearing bank, is an
difficult to attract funding because the costs integral part of the British financial system
associated with verting and monitoring and of each of the local communities which it
investments are disproportionately high atthe serves, The importance of the s 1all business
small end of the market, with the result that market to the bank’s core UK business cannot
many fund managers have been unable to be over-emphasised. This position is
service this market profitabhv. This is the recognised in the extent of the resources
so-called ‘equity gap’ dedicated throughout the network — prime

The study also concluded that training and among them Midland's people - to this vital
aftercare by non-executive directors and community-based service,

Madiand Growp
21
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FINANCIAL REVIEW
GROUP SUMMARY

Profae ks
betore tax

Prolubeters bad debes
I .nd excepilonal items

¥ge 1990 1991
Figuresin tm . liﬂ?_ 1990 1991
UK Bankuag 176 fd6Y (147)
Midland Montagu 89 74 109
Developang Lounrnies
Group 29 2 86
ThomasCeok -..,,.N..z,%. .. 9
Prolit betore excepnonal
items and taxation blé 63 57
Excopnonaluems 870 s @
Growp profat loss
betore taxation (26l H 36
Taxation 37 nes {69
Group profit.loss
atier taxat on {204 7T 33
Groupilosss
attnbutable 219 {1815 139

Average sharcholders”
tunds dm

Pre-tixreturn betore
excepuonal charges
on merage sharcholders’
tunds.o

Resurnon average

sharcholdery tunds 7,

First interimip
Secondmtenm po
‘tntal dividend
pershare p
Lavs per share p
Ihividend cover

(1989 1990 199

J2I 26812386

218 2.3

244

T kel M
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18:0 9.0 34
P28 3¢ £24-70 {h23

Group profiti{less)

Ciroup trading profit before bad debt charges was £948m, £208m {28 % i better
thas in 1990, The Group recorded a profut before taxation of L36m, compared
with a profitof L1 1m in 1990, The profic before taxanon for the year reflecred a
loss of £71m in che first half of the vear, followed by a recovery 1o a profit of £107m
in the second half,

The significant improvement in rading profit befere bad debt charges was due
to the benefits of increased income levels and reduced costs. Despite a 4% decline
in the level of average interest earmng assets during 1991, net interest income
increased by 7% due to widening lending spreads. Other operating income
increased by 5% over 1990, Operating expenses fell by £11m.

The bad debt charge was £200m higher than in 1990, reflecting the effect of the
recession in the UK economy on the financial condition of many busimess and
personal customers. However, the second half bad deb charge of £373m was
L157m lower than the first half charge, due o a slower rate of increase in problem
loans in the UK, and £30m lower than the second half 1990 charge of £403m.

The exceptional items of L2Em include restructuring charges of £35m for costs
incurred in the reduction of the number of UK retail banking area offices, the
closure of marginal branches, headeouns reductions and the planned vacation of
certain City office buildings. This charge was partially offset by a £34m benefit
relating to the Group's share of provisions released by 3t Group, which has changed
the basis of provisioning agarnst its investments.

The Group loss after taxation of £33m compares with aloss of £177m in 1990,
The raxanon charge of £69m consists principally of taxation on the profits of
overseas subsidiaries and branches, and notional grossing up of the increase in the
embedded value of long-term assurance business. The taxation charge has been
computed assuming ne relief for the Group's net UK tax losses, At 31 December
1991, Midland Bank ple had accumulated tax losses and vnuulised Advance
Corporation Tax credits of approximately £700m,

Foturn on sharsholders’ funds and dividend poer share

Theloss ateribucable to shareholders in 1991 arose mainly due to the tax charge
payable on profitable overseas subsidianies, The 1990 loss attributable to
sharcholders was due to the significantly increased tax charpe as a result of wrining
off the deferred tax asset,

Theneganive retrn on average shareholders’ funds of 1+ 6% compares toa
negauve retorn of 6+ 7% 1 1990,

Thesecond interim dividend for 1991 was maintained at 1 + 7p, making a total
distribution of 3+ 4p for the y ear, a 62% reducuon on the level pud in 1990. The
cost of diidends was consequently reduced from £70m o £26m.

Thetowal distribution for 1991 of 3+ 4p 1s equivalent to 4+ $3p gross, compared
to 12pm 1990,

Theloss per share kas been caleulated on a nev distributzon basis, On anil
distribution basis {ie culculated by excluding the Advance Corporation Tax
written off during che year from the loss before extraordinary items) the loss per
share was %+ 6p.




)
f

T

s e L r . .
Sl e

- S D ; N

MIDLAND GROUP

FINANCIAL REVIEW
GROUP SUMMARY CONTINUED
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1989 1990 1991
Figusesas s 1989 1990 1991
Netinrerest margin
Domesuc 414 350 401
faternational 1-78 182 1-77
Group netinterescmargn 2-88  2-74 3038
Net interest spread
Domestic 212 1499 2-84
International 0-27 0«19 012
Group netinterestspread 1084 107 1-57
Yield
Demestic 4402 15-39 1331
International 10:32 9:58 8-58
Group yicld 1207 1260 11*17
Average interest-
earning asscts
Domestic{£bn) 9.9 31:6  31-7
Internanional (£bn} 33 28 259
Group average intercst
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Notinterost margins, spreads and ylelds

Domestic margins and spreads principally reflect the activities of UK Banking
sector and the Group's UK stecling rrensury operations {part of Midland Montagu
sector). International marging and spreads reflect the performance of Midiand
Montagu, Developing Countries Group, Thomas Cook and UK foreign currency
teeasury operations.

Net interest margin is a measure of net interest income as a percentage of
average interest earning assers. Net interese spread represents the difference
between the rate of interest carned on average interest earning assets and the rate of
interest paid on average interest bearing funds, Yield is caleulated as the average
interest rate earned on average interest earning assets,

Domestic

There was a significant improvement in UK Banking loan and overdraft spreads. A
review of corporate relarionships led to reduced levels of fine rate lending; the
spread on mortgage lending recovered rom the low levels of 1990; und the results
of the Group's structural sterling treasury book were substantially improved. The
improvement in loan spreads was held back by the increase in the level of loans and
overdrafts upon which interest is not being ncerued, from an average of £19Im in
1990, to £714m in 1991, The netinterest spread was reduced by 32 basis points due
to such loans {10 basis points in 1990). Loans and overdrafis on which interest was
acerued ) ut subsequently reserved in the bad debt charge, averaged £787m in 1991
(£344m in 1990), The interest on these loans and overdrafts accounted for 34 basis
points of the spread in 1991 (16 basis points in 1990).

The improved doinestic spread also reflected the change in the liabilicy mix
during 1991, The benefit of a reduced dependence on wholesale funding, due to
growth ininterest bearing current and savings accounts, was onfy partially offset
by a continued migration from low to high rate deposit accounts,

The improvement in the domestic net interest margin was less than che
improvement in the netinterest spread due 1o a lower contribution from net free
funds as a result of the continued, but slowing, decline in averare non-interest
bearing current accounts and the effect of the fall in sterlin, + . rrates,

Internacional
The decline in international netinterese spread and margin primarily  «  slower
levels of interest income in Developing Countries Group asa resultol ... debt
restructuring programume and lower US dollar incerest rates, In addition, the net
interest spread was reduced as a resule of the greater level of internadional loans and
overdrafts upon which interest is not being acerued, These reductions were
partially offsec by an improvement in continental Europe, where spreads nn
customer lending improved in the fulling interest rate environment,

There was a small decline in Thomas Cook netinterest spread and margin,
particularly in the second half of the vear, as a result of lower worldwide interest
FALES,

Midland Group
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im A Q]I'::‘.:'!ltlnuuunm: i gi;‘r!\llngupenkt Income and costs .
B e e _ Total Group income showed a £194m (6% ) increase over 1990, reversing the small
00 . o] oo, declineshown in 1990,
! | Nerinrerest income grew by £114m{7%), reflecting the benefit of the
2,500 _——t . improvementin Group net interest margin, partially offser by 2 4% decline in
t |—]. w‘| average interest earning assets, However, che cffect of non-accrual loans was o
2,000 - “"!: ] [ i' ™ reduce net interest income by approximately £126m in 1991, compared with £43m
500 .t ! !_ ____ in1990, The increase in net tnterest income came ;rom improved margins in UK
i l Banking und improved treasury results, partially offset by lower interest on
1000 .. | §___ .. developing country debt as a result of continued reduction and restructuring of
v ! that portfolio and lower interest rares.
o0 .. i | —_— — Orther operating income increased by £80m {§% ) over 1990, due to the benefirs
. i E {. of strong growth in UK retail and corporate branek commission; higher levels of
R 1990 1991 travel and foreign exchange income in Thomas Cook; and increased income from
Midland Financial Services. These improvements were partially offset by lower fees
 Costhometato — Conramometai and trading income in Midland Montagu.

® T ewclidig Thomas Conks 7 wneluding Thems Cuok Orther operating income constituted 47% of toral operating income, compared

—— with 48% in 1990 and 42% in 1989,

Operating expenses showed an £11m reduction over 1990, Excluding Thomas
Cook costs, which increased by £40m largely due to the effect of acquisitions in
1990, Group operating expenses fell by £51m (2%).

Sealf costs were reduced by £42m (3% ). The cost of annual pay awards was
|| more than offset by the benefits 0f 2 2,990 (5% ) reduction in headeount and o

| J——— reduced pension contribution race in the UK. Group headcount (excluding
! Thomas Cook) has been reduced by 4,916 (3% ) since 30 June 1990, This exceeds
5“"“ the rargeted headeount reduction of 4,000,

N I }_ - Premises and equipment costs increased by £55m {1 1% ) aver 1990, primarily
due to higher depreciation charges, increased rencal and uniform business rate
costs, and provisions in respecr of surplus office and branch space,

Orher costs were £24m (4% ) lower than 1990, due to the rationalisacion of
Frgureain (m 1989 1990 19 4 herarions and the tight control of overhead expenditure throughout the Group.
gf:\l’:‘:;:::‘:::::nm :;‘;g :g;; :':;; Tl:lc overall e.{fcc: of these cost :md.incomc trends was to reduce the Group
Tor opcrmpuncome 3053 138 3,992 cost/income ratio 1o 71+ 5% (76 + 3% in 1990), and to 68+6% excluding Thomas
Solfcons 1312 1392 1300 Cook (74+ 6% in 1990). Thomas Cook’s travel services have an inherently higher
Premisesandequipment 473 500 585 costscrucrure than the Group's banking operations,

Othercosts ____ 518 553 59 Headeount in the UK fell by 5% due to substantial savings resulting from the
Total uperapngexpenses 2,303 2,395 2,384 closure of 28 area offices and 138 branches, and the rationalisation and
Cost/mcomepano(Sh}  72-4  76:3 715 centralisation of cortain transaction processing activities, partially offset by
= exch Thomas Cook (%)70-4 746 @86 3 oroysed financial services sales staff, the staffing of the District Service Centres
and headeount growth in Firsidirecr.
Overseas staff numbers were reduced following the sale of businesses in
Australia and France and the continued rationalisation of activities. The growth in
Thomas Cook headeountin 1991 mainly represented consolidation of its Indian
travel operations, previously accounted for as an associxted undertaking,

65 e
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1939 1990 199
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Charge for bad and doubtful debts (bofore exceptional charges!

The increase in the Group bad debr charge to £903m resizhed from the wmpaier of
adverse UK ceoncmic conditions on business and persanat customers, This wus
most noticeable in the contnuing rise in corporate bad debts which mcreased
through 1990 and 1991, alchough there was a decline in the charge for the second
half of 1991, Provisions were increased on loans to all sectors of industry, Property
and construction was the most seriously affected, followed by distribution, service
and manufacturing, The South East has continued to be the worst affected area,
although the distribution of provisions was more widespread in 1991 than in 1990,
Higher provisions were also raised against the personal sector, including credit
cards, Pravisions required against mottgage loans were low, with accounts three
months or more in arrears representing 1-0% of total accouns,

The UK Banking bad debt charge of £798m was £288m (56%) higher than the
1990 charge, bur the second half charge of £333m was £132m {2825) lower chan
the first half charge, which included an increase in general provisions of £50m,

Within UK Banking, the Forward Trust Group bad debr charge of £58m
showed an increase of £23m (66%) over 1990, reflecting increased levels of
consumer and corporate default,

The Midland Montagu bad debt charge of £79m was £11m higher than 1990,
While the 1990 bad debt charge related primarily t0 a small number of UK
corporate borrowers, the 1991 provisions relare co both UK and contipental
European accounts,

The Developing Countrige CGroup bad debt charge of £21m was L101m lower
thann 1990, s reducnon was maunly due to the receipr of interest, and the sale
of rights to past due interest, on Brazilian and Argentinian debr,

Total Group specific provisions outstanding at the year end (excluding those
relating to developing counery loans) amounted to £1 +L1m,0r 3-22% of lending,
General provisions (excluding those relating to developing countrs loans)
amounted to £L236m, or 0+ 68%, of lending. Total domestic provisions amounted
10 5+ 60% of domestic lending, excluding mortgage lending,

Group assets

Porund-end balinges
Feguresin thin There wasa change in the mix of
Group assets during 1991, with
customer lending falling by £3 3bn as
a result of the recession in the UK and a
grearer focus on improving the Group
recurn onassets. Shore-term funds,
dealing assets and placings with banks
over 30 days increased by £2-6bnto a
level which represented 28% of total
assetsat theend of 1991, compared
with 239 arthe end o 1990, and 25%
artheend of 1989,

__1989 190 o0
w0 112

21
2.2

e

Cashand short-teem funds 904
Dealing assers 3.2
Incestments 16

Placings with banks
over 30 davs

Lendung tovistomers
Otherassers

2
2
502

Total assets
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V-2 Revatard woiporae funding

Lbn P 3 Whalewte funding | ) Capuraland other Group funding
N e i e v Penodeend Balaries
Pgarentba 1989 1950 1991
&0 ey Fes e e s e Retail and corporare
I-ﬁi: [ funding:
L, HE i Curretst dcuounts
s ——t g Pbemond i et e = imterest tree 68 5-3 544
P Yo Current agoounts
40 L T ) = wneerest beariny, 414 546 49
- e S B et T Savingsand deposic
accoumts . 17-6____32 ‘b Qf-Q
Bti] ———naiied b T bt e Total cesnl and
| i curporate funding 58 0.9 30-2
i ippeichioghetie BN, AL L A S LA
20 e Tt et T Wholesale funding:
V i UK money market 158 15-4 1§52
e ["“ e Queseaswoucymarke  8:2 48 46
i i Torl wholesale funding 24,0 20-2 198
n N ] “'__-—"_-"" TS XTSI TSNS M St M —
. T —— : 9. S 9
1989 1930 1991 Copitaland other 272 4
Total habiligies 62§ 9.6 594

Certain classification changes in the
UK Banking funding mix, as described
on page 28, are also reflected in the
Group funding mix,

Retail and corporate funding was
essentially unchanged. A lower level of
interest bearing current nccounts at

end-1991 is the result of the unusually
high balances of the Group’s
international customers atend-1990,
immediately prior to the Gulf War,
Savings and deposit accounts, which
include the high interest cheque
accounts of retail customers and the
time and notice deposits of retail and
corporate customers, maintained a
steady total balance throughout the
year, with growth in UK Banking being
offset by a slight decline in Midland
Montagu as the overall bunding
demands of the Group eased,

The propertion of loans funded
from retail and corporate sources
increased to 87% in 1991, compared
with 81% in 1990, Atthe same time
cash and short-term funds, dealing
assets and placings with banks have
increased from 69% to 84% of
wholesale funding.

“o 2 Tuleaptalrane +) Toer d ranu Group capital
T
l'crunl-nulluhr!trj 1989 1990 1991
— Capital ratios % 4 %
W e ey T P 4
; ' . Totalcapimalfoskassets 100 8 10}
__! i o FE Tier | capualfnskassers  §ed 5.4 55
|| S r._..* [ —— T SIS LS e e L e
i 4 | i E | Composition of eapinl Lin tm £m
| .
‘ oo | Tier Iz
— —: i _ Sharchulut.':rs'fimtfmnd
! - minontes el property
_: i revalwition reserved 2611 2,347 2,284
‘. X _ phadly : 22
. : Trer2:
¥ I . : Property revaluation
N ' ' i reserve 236 232 229
o i S —  Geneal provisieas 161 196 236
- P b Perperusl
o ol [ | ! suhnrdinatgd delie 96% 802 B28
- Term subordmared debe 1,132 7% 1,082
1989 1990 1991 Diseabfedtier Jeapes  —  — qo)
Torabquahiying ter 2
capiea T 2494 2,209 2,284
Uncensohdated
mestents - 240 (4T 28D
Toeal capatat 4,861 4,309 4,287
Weighted risk assets
t3n-balance sheer 39,625 17,360 35,134
()fl'-bgl.lgcc_:h_m:cﬁ:‘_u_ 2,124 6427 6,366
Tural weighted
risk assets 48,749 43,787 40,500
l Midland Group
26
‘! , L] ".' k. v v ‘. X » -
vt Y e
:" T }\"‘"‘.-",n ‘v".
Kl [ Fhy ]
3 N ]

As aresule of the deficit on rerentions,
the Group'stier | capital showed n
reduction of £63m (3% ) from the level
at 31 December 1990.

Qualifying tier 2 capital increased
by £75m (3%), largely due to the effect
of a weaker sterling on the translation
of predominantly US dollar
denominated subordinated debt and
additional general provisions, Capital
measurement for Bank of England
supervisory purposes does not permit
qualifying tier 2 capiral to exceed the
level of tier 1 capital. This results in the
disqualification of £91m of rier 2
eapital for purposes of the calculation
of the Group's capital razios at
31 December 1991,

The effece of the decline in total
qualifying capital of £22m was more
than offsec by a reduction of £2+ 3bn in
weighted risk assets, giving an
improvementin the total capital ratio
to 10+ 3%. Within this ratio, the ter 1
ratic improved from 5+ 4% to 5+ §%.
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1949 1990 1991
Figurerin £m 198% 199G 1991
Netintesest income L3o4 1,219 1,29
Other operating income 612 732 828
Toraluperatingincome 1,916 1,951 2,124
Operating expenses 11,399} (1,504, {1,473
Trading profic before
charge tor bad and
duubtiu! debrs 17 447 651
Charge for bad
and duubtiul debts [7R) (51 (798}
Shareuf profirsof
associated undertakings v —
Profité(less) before
exceptional iems
and taxanon 476 {16)  {147)
Evcepuonaliems —_ (22) 2n
v ahit/{loss) before
raxatiun Th 168} [168)
Petrodd-end balaages
Figuresin Lbn 1939 1990 1991
Overdeaftsand rerm loans 14+5 1544 136
Mortgage advances 57 47 443
Instalmeat finance/
finance leases 37 37 35
Othercustomerlending 206 -9 28
Toralgustomerlending 2548 26:7  24+2
Leszs provisions {0:3) {07} (11}
Neccustomer lending 252 260 23¢1
Other assers 38 36 35
Totalpenod-end assets 2940 2946 2676
Pesiod-end weighted
nikassets A0 26:5 234

UK Banking — profit/{(losz) befora taxation

UK Banking’s crading profit before bad debe charges and excepiional items was
£651m, which was £204m (46% ) betrer than in 1990. The strong imprevement
reflects he benefits of 0 £173m (9% ) growth in total operating income and a £31m
(2%0) reduction in operating expenses. UK Banking reporred an overall loss hefore
taxation of £168m compared with a loss of L68min 1990,

The profit before taxation in the second half of 1991 amounted to £4m
compared with i joss of £172m in the first half. The major cause of the
improvement was the £132m decline in the bad debrcharge, from £465m 1.2 the
first half to £333m in the second. Second half crading profiz before bad debe
charges was £17m (5% ) higher than the first half, and £96m (409%) better than the
second half of 1990,

Wer interest income increased in 1991 as a result of improved interest spreads,
despite an increase in non-performing loans, partially offset by « lower volume of
lending. The improvement in spreads reflected the henefits of a general widening of
lending spreads, an improvement in the liability mix through growth in retail
liabilities and a reduced dependence on wholesale market funds.

Other operating income grew by £96m (13% ) over 1990, This was mainly due
to increased retail and corporate branch commission, higher card fee income and
increased income from Midland Financial Services.

Total operating income in Midland Financial Services increased by 17%, from
£165m to £193m, reflecting strong growth in insurance product and pension
income. Theincrease in the total embedded value of life assurance business was
Lalm, compared with £18min 1990,

The £31m (2% ) reduction in UK Banking operaring expenses reflects the
benefits of a 6% headcount reduction, a lower pension contribution rate and a
reducrion in non-staff costs. Premises costs increased as a result of uniform
business rate and rental increases, and provisions made for surplus office and
branch space,

Firstdie <t continued to develop successfully in line with strategic targets and
achieved its planned growth in accounts,

Farward Trust Group rrading profit before bad debt charges was £101m, £20m
{25%) betrer than 1990. Net interest income grew by 14% as a result of improved
margins, despite new lending volumes being constrained by weak customer
demand and lower volumes of leasing, Other operating income improved by 229,
due ro incrensed factoring activity and an emphasis on fee generating business. The
growth in operating expenses was held to 3%. The charge for bad debts showed a
£23m (66% ) increase over 1990 and related to borh consumer and industrial
lending. Yorward Trust Group profit before taxation declined by 10% to £43m.

UK Banking — total assots and weightad risk nssots

The recession led to a fall in demand for suitable new lending opportunitics. Third
parcy assets fell by £3 -0bn {10%4) to £26 - 6bn ar 31 December 1991,

The review of corporate relationships, notably those involving fine rate lending,
which commenced in the second half of 1990, continued throughout 1991 and was
asignificant factor in the reduction in lending volumes.

All forms of personal lending remained flar, and the depressed housing market
contributed toa decline in the volume of mortgage lending, New mortgage lending
of approximately £400m was offset by mortgage redemptions of approximately
£800m.
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UK Banking — funalng mix .

Theanalysis of UK Banking funding mix s at 31 December 1991 sbows a number
of classification changes from that shown in previous reviews, Compararive figures
far the two previous year-ends have been correspondingly adjusted. The most
significant of the changes has been the transier of retail and corporate hiph interest
¢teque accounts from ‘current accounts — interest bearing’ to ‘savings and deposir
Jdecounts’,

Toral recast and corporate funding showed a small incrense during 1991, with
interest free current accounts stabilising at the 1990 level, halting the deelining
trer d ot previous yvears, Interest b raring current accounts, which are almost wholly
retail personal customer accounts, continued to increase, although much more
slowly than in previous vear, Savings and deposit accounts showed slighr but
steady growth in 1991, consolidaring the 14% increase of 1990,

Asa result of the decline in its asser funding requirements, UK Banking became
anet provider of funds to Midland Montagu towards the end of 1991 as ics ner
funding position improved from a £2 - 7bn deficit ar the starcof 199 toa £0- 6bn
surplus by the end of the year,

Midland Montagu (excluding DCG)-— profitbefore taxatlon

Midland Montagu’s trading profit before bad debrs of £187:m was 27% higher
than 1990, Profut before taxation increased by £60m, despite an £11m {16%)
increase in the bad debr charge,

The contribution from the teasury and capital markets business was
substantially higher in 1991, primarily arising in money marker trading and from
improvements in the Group's structural interest rate book. Within merchant
banking, improved corporate finance performance was more than offset by
inereased bad debe provisions in specialised financing ncrivities and lower venture
capital realisations, Corporate banking showed a significant recovery over 1990
through lower bad debt eharges and higher non-interest income, Correspondent
banking and trade finance continued to be significant contributors to profits, 'n
spite of reduced levels of economic activity and the lower interest rate environment,

Netinrerest income grew by £63m (28% ) over 1990, Iinproved treasury results,
and higher lending volumes in contineneal Europe, more thun offsetincome fost
due ro tne sale.and closure of businesses in 1990 and 1991, Reductions in
comdnental kurope and lower venture capital realisations, together with income
lost due to the restrucruring measures of 1991 and 1990, resulted in the level of
other operating income falling by £40m (8%).

Operating expenses were £17m (3% ) lower than 1999, reflecting the sale of
businesses and rarionalisation of activities during 1990 and 1991, and the
continued emphasis on cost conrrol,

Alowerlevel of bad debt recoveries and the recessionary cconomic environment
in the UK, together wirh problems affecting a small number of overseas accounts,
resulted in an increase in the net bad delst chargeof £1 Im,

Samuel Monragu & Co. group made a consolidared profit before taxation of
L34m, compared with £58min 1990, This decline was due to 2 higher level nf by
debe charges. Indifficult market conditions trading profit before bad debts
deelined by §74. The profit before raxation from Midland Montagu's continental
European activines declined from £67m in 1990 to £28m in 1991, duc to higher
bad debr charges, lower trtding income and restructuring costs.
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Peeiodrend balsnces

Fagaresin Lbn 1949 1990 199t
Cashand short-teran funds 86 9.1 1044
Deahing assers 22 0 FAP)
Lnvestmenis 1:2 17 1:9
Placings with banks

over JOdays 34 1.8 30
Customerterm loans 9:6 88 §+3
Onher cusiomer ndvances 2e4 2.2 243
Other asses 1.8 20 2+
Tural assets J0-2 276 304
Torl weighted

risk assets 20:2 151 16t
Tenod-end babances

Figures i £bn 1989 1990 1991
Rerail and corporate funding

Current accounts

~ Interese lree 14 07 0-8
Current acconnts

= mterest beanng 3-4 4-0 3+l
Savinps and deposit

aggounts 3.7 4] 3-8
Tod retnl and

carporate funding 85 88 77
Whetlesale fundung:

UK money market 3.7 137 ts-7
Overseas munev market B2 4.8 A6
Totdwholesale funding  21-9  18-5  18-3
InterGroup (3:7} (2:-6) 07
Capital and other 3.5 29 37
Taral habilines 302 27:6 304

Peofititloss) ., Prolit befure bal delns
(3 sctorerax L3 and exueptmial nerns

i "

S L S

1989 1991

9

Midiand Montagu {exciuding DCG) — total assets and welghted risk assets

The decline in customer lending primarily reflects the rattonalisation of operations
nutside continental Eutope over the past two years. This decline was more than
offset by a growth in short-term funds, dealing assets and placings with banks over
30 days, reflecting higher levels of money market and securities acrivity. Foreign
exchange rate movements had lietle overall effect on total asset and weighted risk
asset totals during 1991,

Midland Montagu {excluding DCG) -~ { ssrding mix

Total retail and corporate funding declined in 1891, There was asignificant
reduction in interest bearing currentaccounts and deposic accounts as customer
balances returned to more normal levels following the build up of balances at
end-1990 immediately prior to the Gulf War.

During 1991 UK Banking switched from having a need for wholesale funding
o having surplus rewail and corporate deposits available to fund Midland
Montagu assets. As a result Midland Moncagu reliance upon UK and overseas
money marker funding feil slighly, despite a significanr growth in money marke:
assets,

Doveloping Countries Greup — protit/{loss)befare taxation

Eigiresm £m __los9 1990 1991 Developing Countries Group net
Netimerest ncome M 125 102 interestincome was £23m lower than
Ohecaperaungmeome 18 11 % 01990 asaresultof a fall in US dollar
Tocal operanng meome 219 136 11 gorerage rates and the effects of the
QOperating expenses (21) {18) {15y . . .

et =" implementation of its debt
Trading profit before .
change fuir badand restructuring programme. The bad

s
i‘;l“‘l’“:"l(:'r‘;‘:“l 198 18 %6 4obe charge waslower than in either of
and doubtlul debis: the two previous years due ro lower US
= prucipal - 8 & dollarinterest cates and the recei
= reserved nterest {174) (L0 (27) . . . cipt of
Share ¥ profits of partial payments of Brazilian and
asoctedunderebngs. 5 4 11 Argentinian interest, amounting to

Drohit befoee excepuional
wems and wation 2 2 16

Exceptional nems
Profit/(loss)

Ld44m, and the sule of rights to past due
interest relating o these two countries,
amounting to L33m.

belore taxation (817) 2 86
Mudland Group
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Perind-end balastees

bgaressm 1989 1990 1991 Developing Countrles Group — provisionable exposura

3:;:,?“"“ ;:3;2 :'ggf ::;';: Provisionable exposure wasi duced by $810m (13% ) during 1991, following a
Mexico L1795 Lale 1,493 reduction of $554min 1990, Pt wisionable exposure fell by 10% (£324min

Restof Lann Ameniea 1,048 1,052 992 stecling terms.

Rest uf the world 1,286 1,022 1,140 . .

SRR R0 Lhes LI Debt sales and swaps, amount-ag to $578m, were achiceved during 1991 as part
Gross outstandings 7187 6619 6,370 . ) . - . I
Contingencies and of the policy to reduce exposure andimprove the ualiry of the portfolio. The

undwncommiments 421 415 640 balance of the reduction in provisionable exposure related principaily 1o negotiated

.‘n':‘;ilinlr:-‘lll;’;:?gcld'f:c%s t652)  (632) 1418  sertlements of trade facilities, wmounting 1o $403m, partially offser by new

Provisionable exposure provisionable exposurres.
(Sm) L96 6,101 5,592 Total provisionable exposure at 31 December 1991 includes unpaid and acerued
g::::::::ﬁ;z)‘p“,“,c 3450348 ki interest of $589m/L315m ($610m/£316m at 3 December 1990) and equity

) 322980 inyesunents, the resultof debt/equity swaps, of $456m/£244m.
le“mﬁgn%l—“——vé'-ll’}—lv'?-ﬁ 7. 67 The proporton of the debt portfolio on which inrerest was being serviced
},’iﬁ:{f}ﬁﬁ;ﬂ,‘:&‘[’,{“u,, s0-2  £3.3  S56-2  increased from 42% atthe end of 1990 to 60% atshe end of 1991,

Net paovistonable
expusure 1 L of

sharcholders' funds A3 63-8  $5-7
o D iederetn [ ondevr Tha Thomas ook Group — proflt hofore taxation
W rmme "'—"““'j-'h— 77T The Thomas Cook profic before taxation of £9m was £19m (68%) lower than the
2 7 | record profit earned in 1990, The reduction occurred in the first half of 1991 and
T [ T wascaused by the effects of the UK economic recession and the adverse impacrof
" -~ the Gulf War on the eravel industry, Trading performance recovered in the second
- ] YT halfand returned to 1990 levels, despite continuing recessionary pressure.
Net interestincome was L3m lower than 1990, Falling US dollar and sterling
15— Ty T =T 7 interestrates resulted in lower yields on invested funds, and this was only partially
| I offset by higher US dollar float volumes.
R remd Temreme] e Other operating income grew by £26m (10% ) during 1991, much of which
‘ | I | was due to the full year effect of acquisitions made in 1990, principally in North
§— —- - E i J- o= America, The bakance was accounted for by organic groweh, especially in the UK,
J i ' through additional foreign exchange implants in Midland Bank branches, asrd
0. - - ] —i-wm  expansion in continental Evrape,

1989 130 1991 Thomas Cook operating expenses were £40mt 13%) higher than 1990,

Fwretintm 1982 1970 1991 pringipally dueto the full year effecc of acquisitions made during 1990, expansion
Net mtesest incoms 070 67 in continental Europe, increased business volumes and peneral inflation, This cost

t 2 64 290 . . . y
‘E”L‘lﬁ"ﬂ‘{,'l!‘i‘!-ﬂ"ﬂl'i_,__;;i__m%‘; ~ e growth wis partially offset by cost containment measures undestaken in the first
Total aperaning income 2 3 halfof 1991,

Oiperanng expenses 27 oy () . . o c . ;
Tradmgprolt before The majority of the decine in profit in 1991 occurred in the UK, wherea

:.‘!hnrﬁzer "l'fi "g“ and 3 - 14 decline in travel business and the incurrence of restructuring costs was only
(._',’:n‘,c"m:b‘:lmd - partislly offset by improved foreign exchange carniisgs.
doubtfol debts €5 B S LR ¢ )]

Share of profus of
aswented undcrta_klnm_ | — —

Profit before taxation 22 28 9 .




MIDLAND BANK PLC

HEPORT OF THE DIRECTORS

Resules for the year

The results for the year and their effect on
reserves are seeout in the consolidated profic
andlossnccount on page 37 and in note 26 on
page 56, respectively.

A first interim dividend of 1-7p per ordinary
share was paid on I October 1991, The
directors have declared a second interim
dividend in respect of 1991 amounting to
1-7p per ordinary share payable on

22 May 1992 to those shareholders whose
names are on the register of members on

19 March 1992 instead of recommending a
final dividend acthe annual general meeting,
Theinterim dividends for 1991 total 3 - 4p per
share (9-0p for 1990).

Group activities

The bank and its subsidiary underrakings,
operating in the UK and in other parts of the
world, provide a comprehensive range of
banking, financial and related services.

The chairman'’s statement and accompanying
reviews report on the Group's business during
the year and on future developments.

Share capital

During the year the issued ordinary share
capital of the bank was increased from
783,631,314 shares to 784,909,379 shares as
follows:

542,689 shares issued under the Midlnd
Bank Group Savings-Related and Executive
Share Oprion Schemes at prices ranging from
£1-6130t0 £2- 5377 per share.

735,375 shares issued in licu of cash by way of
scrip dividend.

The effect of these increases on the capital of
the bank is detailed in note 24 on page 55,

At 26 February 1992 the bank had been
notified of the following interests of 3% or
maore of its issued ordinary share capital:

HSBC Holdings ple Group 14-6%
Kuwaic Investment Office 10-0%
UB3 (UK) Limited Group® 4-0%
“managed for clients on a discretionary basis

The close company provisions of the Income
and Corporation Taxes Act 1988 do not apply
to the bank.

Special business at the annual general meeting
Sharehelders will sce from the notice of the
annual general meeting on page 64 that they
are asked to consider and, if thought fit, pass a
number of resolutions as special business,
These are explained and set outin a separate
letrer dated 7 April 1992 enclosed with this
report.

Property valuation

The generally depressed state of the UK
property market, and of certain overseas
markets, has continued throughout 1991. The
market value for existing use of the Group’s
major, and & sample of smaller, frechold and
long ieaschold properties has been reviewed at
31 December 1991, using both external and
internal professional surveyors, Provisions
have been made in 1991 for exit costs expected
to be incurred for all properties for which the
Group has no future use. Itis not considered
that there is permanent impairment in the
vitlue of any freehold or long leasehold
properties which are being used, or are to be
used, for current or future business purposes,
Based on this review, it is estimated that, at

31 December 1991, there was an overall
shortfall between net book value and market
value for existing use of some £226 million.

Midland Bank ple

31




MIDLAND BANK PLC

REPOQRT OF THE DIRECTORS conmmaen

The Group's freehold and long leasehold
properties itre subject to comprehensive
valuation ona quinquennial basis, for the
purpose of updating thei: balance sheet value.
Thenextsuch valuation will be made at

31 December 1993,

Directors

The following dircctors lefr the board during
199i:

Mr J A Brooks in January, Sir Kit McMahon
in June, Sir Michael Palliser in July, Sir Kenneth
Corfield and Sir Alex Jarratt in September and
Mr P ] Weangham in November,

Appointments to the board during 1991 were
as follows:

Mr B G Pearse and Sir Peter Walcers in March,
Sir Peter Leslie in July and Mr B H Asher in
November. Mr Pearse and Sir Peter Walcers
were reappointed by sharcholters at the [991
annusl general meeting. In accordance with
the articles of association of the bank

Mr Asher and Sir Peter Leslie will retire ac the
forthcoming annual general meeting and,
being eligible, offer themselves for
reappointment,

Mr G E Loudon, Sir Colin Marshall and

Mr W Purves retire by rotation in accordance
with the articles of association of the bank
and, being eligible, offer themselves for
re-election.

Mr Loudon has service contracts with
subsidiarics of the bank which may be
terminazed by these subsidiaries upon 36
months’ notice,

Mr Asher, Sir Peter Leslie, Sir Colin Marshall
and Mr Purves have no service contracts with
the bank or any of its subsidiaries.

No director had a material intcrest at any time
during the year in any contract of significance,

other than a service contract, with the bank ar
any of its subsidiames.

The names of the present directors of the bank
and brief biographical notes are shown on
paged.

During the year, the bank has maintained
cover for its directors and officers under
directors and officers liability insurance
policies.

The interests of directors in shares of the bank
and its subsidiaries are shown in note 32 on
page §9.

Group audir commitree and

Group remuneration committee

At 31 December 1991 membership of these
commitrees was as follows:

Group audit commitree:

Mr G Maitland Smich {chairman),

Sir Archibald Forster, Sir Peter Leslie and
Baroness O’Cathain,

Group remuneration committee:
Sir Patrick Meaney (chairman), Sir Peter Leslie,
Sir Colin Marshall and Siz Peter Walters.

Group strucrure
Details of the principal subsidiary

underrakings of the Group are shown on page
49 of the accounts.

During 1991 the bank increased its interest in
theissued ordinary share capital of
Euromobiliare SpA, a subsidiary Italian
investment bank, from 49% to $5%. The
bank also entered into an agreement with
three directors of Euromaobiliare to acquire
500,000 Euromabiiare shares from them at
Lire$,500 per share for a total consideration
cquivalent to approximately £1+ 3 million,

In July 1991 the bank disposed of its 30%
interest in Signet Limited, a processor of eredit
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card cransactions, to First Dara Resources fora
total consideration of £37 million.

In May 1991 rhe Group disposed of its 1004,
interest in Midland Montagu Australia
(Holdings) Limited for a toral consideration of
A330+7 million. Former directors of
Midland’s Australian subsidiary undertakings
acquired 19% of the shares of Midland
Montagu Australia { Holdings) Limited,

Employees

The number of full-time equivalent staff
employed in the Group at 31 Dx cenaber 1991,
on a worldwide basis, was 5 7.640, of whom
51,197 were employed in the UK. The average
number of staft employed (ir 'uding
part-timers) each week by the Group,inthe
UK, was §7,802 and their annual aggregate
remuneration was £386 million.

Employee communication and involvement
The development of effective wo-way
communications with our seaff continues to be
acrucial aspect of our consultation policy.
Consultation arrangements, agreed in
conjunction with the recoghised unions within
the Group, are well established and have
proved to be effective in handling in a sensitive
and professional manner the redundancy
programmes conducted during 1991, The
substantial reduction i the number of
employees has been achieved during this
period without any industrial action, Every
effort continues to be taken to inform
employees on key issues,

Since 1979, emplogees have had the
Opportunity to participate in various employce
share schemes,

Employment of disabled persons
During 1991, Midland continued its
programme of promating equalicy of
opportunity for disabled people, Further

i

ol

detail 15 ser our an the group chief execurtjve's
review of operations on page 16,

Midland has supported Hereward College in
the establishment of a business parkin
Coventry for disabled entrepreneurs, Midland
hopes to continue its involvement in this
exciting project, which is the first ofits kind in
Europe, offeringa unique opportunity for
disabled men and women to set up and run
businesses in a purpose-builg business park,

Donations

During the year tie Group made donations in
the JK for charirable purposes amounting to
£488,397. Included in this sum isan amount
6{ £100,068 which relates 1o the £l for £1
staff charity scheme,

Additional community support was provided
through sponsorship projects and by means of
secondments aimed at improving the
performance of small businesses, particularly
in inner city areas,

No donations were made for political
purposes.

Auditors

Ernst & Young have expressed their
willingness to continue in office as auditors.

A resolution proposing cheir reappoinement ag
auditors and giving authority o the direcrors
to fix their remuneration will be submitted to
theannual general meeting,

By'q._ ftheboard
J RSkae. secreeary

Poultry, London
26 February 1992
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REPORT OF THE AUDITORS

To the members of Midland Bank ple

We have audited the accounts set out on pages 34 to 59 in accordance with Auditing Standards.

In our opinion the accounts give a true and fair view of the state of affairs of the company and
of the Group ac 31 December 1991 and of the loss and source and application of funds of the
Group for the year then ended and have been properly prepared in accordance with the

Companies Act 1985,

‘= o t"“
Ernst & Young
Chartered Accountants

Repistered Auditor

ACCOUNTING POLICIES

Accounting policies adopted by the Group are sec
out below and are consistent with those adopted in
1950.

{a) Accounting convention

The accounts are prepared in accordance with
applicable accounting standurds under the
historical cost convention maodified by the
revaluanion of frechold and long leaschold
properties, cerrain investments and dealing assets.

(b) Basis of consolidation

The Group accounts are prepared in accordance
with sections 255 and 255A of, and Schedule 9 1o,
the Companies Ace 1985 and deal with the state of
affairs and profits and losses of Midland Bank ple
and all its subsidiary - ~aertakings and the
attributableshareos,  “itsand reserves ofits
associated undertakings,

{¢) Bad and doubtful debts

Specificand general provisions for bad and
doubrful debrs are based on the year-cnd appraisal
of advances. The specific element relaws to
individual banking relationships; the general
element relates to other positions not separately
identificd but known from experience 1o exist in
any portfolio of banking relationships.

Interest on bad and doubtful loans continues to be
charged to customers* accounts and credired to
interest income where insolvency law permits,
although in mostinstances a corresponding specific
provisionis made, When it becomnes apparent that
tecovery is unlikely, interest ceases to be acerued.
When there is no prospeet of recovery, the
outstanding debt 15 written off,

London
26 February 1992

A ERT v A L — T — v

{d) Instalment finance

Income fram fixed rate instalment finance business,
after making a deduction for certain initial
expenses, is credited to profir and loss account in
proportion to the reducing balance outstanding.
These balances are stared in the balance sheet after
deduction of unearned charges and interes,

{¢) Equipment leased to custamers undec finance
leases

Amounts receivable under finance leases are
included in the balarce sheet under ‘Advances and
other accounts’ Income from leasing contracts,
other than those with major recourse or similar
agreements, is credited to profic and loss account
in proportion to the funds invested.

Where leasing contracts are covered by major
recourse or other siimilar agreements, income is
released to maintain the book amount of the asset
at a value consistent with the contractual
arrangements,

{f) Depreciation of premises and equipment
Frechold and long leaschold {50 years and over
unexpired) buildings are maintined roa high
standard and it is considered that, except for cerain
specialised properties, residual values of these are
such that depreciation is not significant, and it is
accordingly not currently applied. Any permanent
diminution in the valuc of these properties is
recopnised when it occurs, Specialised propertics
are depreciated on an individual basis having regard
to their anticipated useful lives, Other leaschold
land and buildings are written off on the
straight-line basis over ten years, or the period of
the lease whichever is the shorter, Furniture, firtings
and equipment are depreciated on the straight-line
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ACCOUNTING POLICIES conmiMUED

basis over their estimated useful lives at rates
ranging from 5% to 50% per annum,

(g) Pealing asseis

Where assets are acquired with che intention of
reselling them in the short term ava profic, they are
stated in the balance sheetr ar market value, Income
fram dealing assets is analysed between ‘[nterest
reccivable’ and ‘Other aperating income’,

{h) Investments (other than those included in
dealing assets)

Fwestments are included in the balance sheet arcost
luss provision for any permanent diminution in
value,

Where dated investrnenes have been purchased aca
premium or discount, these premiums and
discounts are amortised through the profitand loss
account over the period from date of purchase to
date of maturity. If the date of marturity is at the
borrower’s option within a specificd range of vears,
the maturity date which gives the more conservative
result is adopted. These investments are included in
the balance sheet ar cost adjuseed for the
amortisation of premiums and discounts arising on
acquisition. Any profit or loss on realisation of
these investments is recognised in the profit and loss
account as ir arises.

Investments in associated undertakingsand
subsidiary undertakings are stated at share of net
tangible assets and, where appropriare, embedded
value as explained in (j) below.

{i} Re* zement bencfits

Annual contributions are made to UK pension
schemes, on the advice of actuaries, for funding of
retirement benefits in order ro build up reserves for
cach scheme member during the employee's
working life to pay i the employee or dependanta
pension after retirernent. The custs of providing
these benefits are char - d to the profic and loss
account on a regular basis, Qverseas subsidiaries
make provisions for pensions in accordance with
local law and practice, The cost of providing other
post-retirement benefits is recognised asan expense
in the year in which the elaims are made,

{i) Embedded vilue

The surplus recained in Jong-term assurance fonds
and the nec present value of policiesin foree, which
form part of the embedded value of the long-term
assurance business, are determined on a post-tax
basis and included in delytors, Changesin this value
are recognised in the profit and loss accountand,

for the purpose of presentatton, are grossed up at
the prevailing rates of taxation. The remaining part
of embedded vilue, being the net angible assets of
Midland Life Limited, is consolidared in the Group
accounts,

{k) Deferred caxation

The provision for deferred taxation is calculared,
using the liability method, on all timing differences
to the extent that they arelikely to crystallise in the
future,

{I) Currency translation

Assets, liabilicies and resules of subsidiary and
associated undestakings denominated in foreipn
currencies are translated inco sterling a {he
exchange rates ruling ac the balance et dare,

Translation differences arising on the uppls s of
year-¢nd rates of exchange to opening net assets of
overseas subsidiary and associated undereukings
and to related foreign currency borrowings are
taken to reserves,

Orcher translation differences are recognised in the
profit and logs account,

(m) Premiums on acquisition of shares in

associated and subsidiary undertakings

Premiums on acquisition of shares in associated and
subsidiary undeetakings are writeen off to reserves
in the year of acquisition.

(n) Off-balance-sheet financial instruments
Accounting for off-balance-sheer financial
inscruments is based on whether contracts have
been undertaken to serve customers, for dealing, to
hedge risk, or as part of che management of the
Group's assets and liabilities.

Transactions to serve customers or for dealing are
marked to market and the results are recognised in
the profit and loss account as they arise,

In general, transactions designated as hedges are
required to sattsfy hedging criteriu, in default of
whuch they are classificd as dealing. Hedging
transactions are valued on an equivalent basis to the
assets, Habilities and positions which they are
hedging. Any profit or loss is recognised at the same
time as any profit or loss arising from the related
assets, liabilities or positions. Currency or interest
rate swap transactions undertaken as pare of the
management of the Group's asse.s and liabilitics are
separately identified and income or expense is
acerued as an adjustment to net interest income.

Midland Group
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ANALYSIS OF INTEREST RECEIVABLE, INTEREST PAYABLE,
OTHER OPERATING INCOME AND OPERATING EXPENSES
YEAR ENDED 31 DECEMBER 1991

1991 1550

£m £m
INTEREST RECEIVABGLE

ﬂ Short-term funds 897 1,044

Dealing sssets 187 239
British Government securities {listed) 68 41
Ortherinvestments — lised , e | [ 51
unlisted ! 55 51
122 102
Advances to customers 4.310 5,259
Placings with banks{over 30 days) 345 335
Lease financing and inscalment finance ] 502 520

6,431 7,546

INTEREST PAYABLE

Deposits 4,455 5,653
Perpetual subordinated loan capical, term subordinated loan capital
and long-term borrowings wholly repayable — within § years 28 19

othg e ) 7 191 2
4,674 5,903

¢ OTHER OPERATING INCOME

Service charges, fees and other banking income 1,218 1,109
Foreign exchange earnings 162 181 Ii

Travel income 174 164

Income from trade investments 1 2

Profit/(loss) on sale of investments — fixed interest - g ] (4)

other 8 31

17 27

Profit on dispesal of fixed assets ] 3 12

1,575 1,495

OPERATING EXPENSES

Scaff i .
Salaries and other seaff costs 1,209 1,232
Pension costs _ 91 110
ﬁ 1,300 1,342
Premises and equipment . _
Depreciation 182 I i45
ﬁ Hire of computers and other equipment 23 19
Rents payable 106 | 92
Other 274 ! 244 I
E 555 500
QOther® B ) 529 353
2,304 2,395

*ineluding audit fees of £3+8m (1990 £3+8m)

rAsdhe
M-
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CONSOLIDATED PROFIT AND LOSS ACCOUNT
YEAR ENDED 31 DECEMBER 1991

e v M8 1R
Notes £m £m
Interest receivable 6,431 7,546
Interest payable o fagTey (5,903
Netinterest income 1,757 1,643
Ocher aperating income o .. 1,495
Operating income 3,332 3,138
Operating exrenses . ' __(2,384) {2,395)
“Trading profit before charge for bad and doubtful debts 948 743
Charge for bad and doubtful debts T L) (703)
Trading profic 45 40
Share of profits of associated undertakings o3 12 23
Profit before exceptional items and 1axation 57 63
Exceptional items e 4 (21} {3 2)
Profit before taxarion 36 11
Taxation e 5 (69) ,_.,E 1 §§)
Loss after taxation {33) (177)
Minority interests . L (16)“ _ _('1_6)
Loss befare extraordinary items {49) (193}
Extraordinary items o . 10 12
Loss ateributable to members of Midland Bank ple (39 1181)
Dividends - . 7 _(28) __(‘7:'9]
Deficit (65) (251}
Loss per share — net basis 8 {6-2)p {24-7)p
nil distribution basis (5-6)p {15-8)p

Movements in reserves are set out in note 26,

Midland Group
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CONSOLIRATED BALANCE SHEET at DECEMB' 1193

e eS| 19

ASSETS Notes £m Lm
Cash and short-term funds 10 11,210 9,995
Items in course of collection 595 492
Dealing assets 11 2,221 1,969
Investments 12 2,353 2,174
Debtors 13 1,718 1,172
Advances and other accounts o 14 39,586 42,125
57,683 57,927

“Trade investments and investments in associated undestakings 15 217 201
Prentises and equipment 8 A 17 1,508 1,508

59,408 59,636

LIABILITIES AND SHAREHOLDERS’ FUNDS

Current, deposit and other customer accounts 18 51,337 52,881
QOther liabilities __ 19 2,994 1,675
54,331 54,556
Deferred taxation 20 174 207
Long-term borrowings 21 407 454
Term subordinated loan capital 22 1,129 1,012
Perpetual subordinated Joan capital 23 851 824
Minority interests 166 161
Shareholders’ funds
Share capital 24 785 | | 784
Share premium 25 1,047 1,066
Reserves 26 518 572
2,350 2,422

P —_—— RPN L AR s

59,408 59,636

4 ”
Peter Walters, chairman %@Ka\/ /W
Brian Pearse, group chief executive i y
Richard Delbridge, director group finance ALV N SN, N
John Skae, secretary . ! e
Ur /Mﬁﬂ-[ n .

26 February 1992 / ]
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MIDLAND BANK PLci o ]
BALANCE SHEET 31 DECEMBER 1991

L o wsst 190,
lotes
ASSETS Note £m £m
Cash and short-tesm funds 10 9,117 8,191
Items in course of collection 578 439
Dealing assets 11 405 192
Investments 12 1,036 1,106
Debrors 354 250
Advances and other accounts 14 29,387 31,902
Balances duc by subsidiary undertakings 3,497 3,178
44,344 45,258
Trade investments and investments in associated undertakings 15 166 165
Investments in subsidiary undertakings 16 1,622 1,373
Premises and equipment e 17 1,114 1,134
47,246 47,930
LEABILITIES AND SHAREHQLDERS' FUNDS
Current, deposit and other customer accounts 18 39,635 40,393
Other liabilities 19 700 467
Balances duc to subsidiary undertakings 3,344 3,460
43,679 44,320
Deferred taxation 20 3 -
Term subordinated loan capital 22 386 386
Perpetual subordinated lean capital 23 828 802
Sharcholders' funds e
Share capital 24 ¢ 785 | 784
Share premium 25« 1,047 1,066
Reserves 26 518 572
o ! e . L2350 2,422
47,246 47,930

Peter Waiters, chairman

Brian Pearse, group chief executive
Richard Delbridge, director group finance
John Skae, secretary

26 February 1992
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MlDLAND GROUP

STATEMENT OF SOURCE AND APPLICAT!ON OF FUNDS

YEAR ENDED 31 DECEMBER 1533

U . I .
£m £m
SQURCE OF FUNDS
Loss attributable to members of Midland Bank ple (39) (181)
ADJUSTMENTS FOR ITEMS NOT INVOLVING THE
MOVEMENT OF FUNDS
Depreciation of premises and equipment i52 145
Deferred taxation {(35) 171
Minority interests 5 (3)
Amount retained by associated undertakings (33} (2)
Profit on sale of trade investments {2) £)
Profit on sale of subsidiary and associated undertakings {10} {12)
Profit on disposal of premises and equipment (3) {12}
Otheritems . .. o e (8) __ __ 12
Funds generated from operations 7 111
FUNDS FRO.{ OTHER SOURCES
Proceeds from sale of trade investments 15 6
Proceeds from sale of subsidiary and associated undertakings 51 64
Proceeds from sale of premises and equipment 34 48
Increase in share capital 1 5
Increase in loan capital 148 -
252 234
APPLICATION OF FUNDS
Dividends paid 25 135
Purchase of trade invesrments and associated underrakings 22 15
Premiums paid on acquisition of subsidiary undertakings 2 19
Purchase of premises and equipment 185 242
Decrease in foan capital - 336
Decrease in long-term borrowings A7 97
281 844
E’orking g:_gpital . o . {29 {610)
252 234
WORKING CAPITAL
Advances and other customer accounts {2,490) (3,241)
Cash and short-term funds 1,215 681
Debtors and other assets 1,384 (53)
Current and deposit accounts and Et![c; li;nlpikliti‘gsﬁggl__u_c_ljgg dividends (138) 2,003
{29) (610)
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NOTES ON THE ACCOUNTS

TURNOVFR

The Group’s revenues result mainly from the
business of banking and relared activities.
Non-banking tirnover, which arises prirarily in
the UK, consists of commissions on t..' ¢l
arrangements and sales in respect of tour
operatiope amounting to L18m (1990 £3%4m}.

RETIREMENT BENEF!TS

The Midland Bank Penston Scheme, the assets of
which are held in » separtie trust tund, is the
principal pension scheme within the Group
covering 77 % of the Group's UK employees. The
Midland Bank Pens’on Scheme s a funded ‘defined
benefit scheme'.

Actuarial valuations of the assets and labilitics of
the scheme are carried out triennially by exrernal
professional actuaries, using rhe projected unic
method, to determuine the financial position of the
scheme and to enable the bank to determine the
level of contributions to be made te the scheme,

The latest valuution of the Midland Bank Pension
Scheme was made as at 31 December 1990. The
market value of the scheme's assets ar this date was
£2,295m and the actuarial value of the assets was
sufficient 1o cover 108% of the benefies which had
accrued to members, afterallowing for expected
future increasesin eacnings

On the basis of the actuaries’ recommendanions,
coatributions have been reduced to 14% of
penstonable salary for 1991, to temarn ae that
percentage at least until the next actuarial valuation
due to be carried out at 31 December 1993,
Changes in the valuation assumptions together

DIVIDENDS RECEIVARLE FROM ASSOCIATED UNDERTAKINGS

- o
W ) B X "r r N N I
[P L RO e d s
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Aggregate rentals from finance leases were £712m
11990 £772m). Aggregate hire purchase instalments
were £447m (1990 £441m),

with recognition of the surplustevealed in the
saluation hive reduced the pension cost for 1991 by
£27m compared to 1990,

The niain financial assumptions used in the larest
viluation were

Percentage per annum

Long-term investment return 10
General salary increases 75
Equity dividend increases 55
Pos:-rc:irementyfjsmn increases o 5

Other Group peasion schemes in the UK are
similarly constituted and funded as the Midland
Bank Pension Scheme,

The Group also provide; post-retirement health
care benefits for certain pensioners, employees and
dependent relatives, Anindspendenc acruarial
valuation as at | August 1991 esrimared the present

salue of the accumulated post=retirement benefit
obhgation at £99n1 for the Group and av £82m for
Midland Bank ple, for which no provision has been
made; these amounts are subject o material
uncertainties inherent both in future health care
costs and claims experience

Dividends reccivable during 1991 from assaciared undertakings, all of which are unlisted, wmounted to £9m
|4

(1920 £10m).
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NOTES ON THE ACCOUNTS s

_EXCEPTIQN-\L ITE_M_S, - o L S I V¢

) £m Lm
' Exceprional charge fc £ reSErNEIuring costs {55) (5§23
Share of release of provisions byassaciaujd_yndgf_:_;a_kigtg_W_u__ L ‘ .3 =

(21} {52)

The exceptional charge for Testructuring Losts
covered the cost of two major programmes initiated
inthe first half of the year. These were the closure of
g certainarat officesand branches,and ratiamdisation
ofoperations functions; and o programme to
telease space throuph rutionalisation of the
property portfolio in the City of London, including
ﬁ the disposal of a number of leasehold properties.

5 Relief fer oversens tax

Thesharcofreh.  sfprovissons by an associated
underaking relates to 3i Group ple, which has
changed irs accounting policies to those of an
investment company, and has also changed the
basis of provisioning against its investments,
Midland Group has retained the historical cost
basis 10 account for this inversment in 3 and has
tredted jis share of the releage relating to the change
in basis of provisioning as an excepricnal itetn,

5 TA.\'ATION‘ . - ) ) . 1951 ] 1990
£m fm
The chatge for taxation comprises

UK corparation tax including deferred axation credic of £L8m (1990 credit L£57m} (13} 33
i —_

{47) 53
Anticipated tax relief writwen off - {190}
Advance Corporation Tax written off {5) (69)
Adjustments in respecr of prior years 5 79
Corparation tax rite changes including deferred credit of Ldm (1990 nil} 3 {8} -
122) {127}
Oversensax Encludmg defesred charge of {4::1_(2991) gh._rrge LH m . (43) (30}
(70) (177}
e e e e T {11}
{69) {1881

The charge for UK corporation 1ax ASSUMES . Fare
0f33+ 25% forthe vear (1990 3§ %ol Inaccordance
with accounting pracuce gencrally accepted in the
UK, reliefis not being anticipated for nectax losses
of UK Group companies or Advence Corporation
Tax. Such relief will remain available to the Group
for set-off against future UK liabiljries,

E Associared undert.-rl_::_ngs

Lwdland Group

.

The UK cax charge includes Ll6m {1990 £10m}in
respeet of grossing up for notional tay on the
increase in value of long-term ..ssurance business
and on feanked investment income,
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MIDLAND GROUP

EXTRAORDIMARY ITEMS

NOTES ON THE ACCOUNTS CONTINUED

e S

Extracrding, v items comprise profits on sale of subsidiary and assocated undertakings.

DIVIDENDS

First interim
Second interim

Seken B al330

1991 w13 ~____1_9_30

ponce par penice per £m Lm
share share

1-7 73 13 57

i L7 LS

34 8.0 26 70

EOSS PER SHARE

Loss per share on the net basis has been calculated

on the foss before extraorainary iteias of £49m

(1990 1oss £193m) related to the weigheed average
of784m shares (1990 78! m shares)in issuc during

the year. Loss per share on the nil distribution

o e —— e m— i —— e o e s T Mo B TR Y e

basis has been etleulated in the same manner
except that the loss before extraordinary items nas
been adjusted to exclude Advance Corporation
Tax written off during the year.

Mudiand Group
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NOTEsS ON THE ACCOUNTS coﬁnuusn

SEGMENTAL RITORTING

R ) i e T ey o et 2

Other than for the Thomas Cook business
segment, in the analyses given below, because of the
fungibility of certain labilities within the Group,
net assees have been arrived at by allocating
sharcholders’ funds to business and geographical
segments in proportion to the weighred risk assets
booked in ench segment, The analyses of profit
before taxation reflect adjustments o remove the

beaefit of actual shareholders' funds i each
segntent and to allocate the benefit of Group
shareholders’ funds in proportion to the weighted
risk asseas employed in exch segment, Cenrral
assers, liabiliries, income and expenditure are
allocated to segments on the basis of the refevant
net assets, Analyses of oral assers, based upon the
sepment inwhich they are booked, arcalso provided.

- 1991 1991 e 1984 1390 1990 1590
TTem T em “Tem T Tgm im £m
Profit Profit
bofore  Sharcholdors' Total before  Sharcholders' Totl
taxatlon {unds nssotls trxation funds asscts
Business segiments
UK Banking {168) 1,281 26,555 (68) 1,420 29,619
Midland Montagu
(excluding DCG) 109 908 30,427 49 841 27,594
Developing Countries
Group (DCG) 86 74 1,310 2 82 1,400
Thomas Cook 9 63 1116 28 79 1,023
Group tcal 36 2,350 59,408 lL 2,422 59,636
Geographical scgments
UK (34) 1,981 48,178 {77) 2,076 49,270
Continental Evrope a7 267 8,139 74 243 7,100
United States 23 70 1,935 14 64 1,843
Restoftheworld 10~ 32 1,158 - 39 1,423
Group total 36 2,350 55,408 11 2,422 59,636

The Group's share of profits of assacated
undertakings, which arises in the UK geographical
segment in both yeais, includes L1 1m in DCG, £1m
in Midland Montagu (excluding DCG) and £34m
(see note 4) in UK Banking business segments

{1980 £L6min DCG and £17m in UK Banking
buriness segments), The Group's share of net assets
ol associated undertakings included is £190m
{1990 £181m}.

Group Midlind Bank ple

CASH AND SHORT-TERM FUNDS . em 1990 1991 1990
£m Lm tm Lm

Coin, bunk notes, balances with central
banksand gold 798 £09 523 598
Maney at call and short notice 6,786 6,774 5,020 5,334
Bills discounted 3,171 1,868 3,161 1,841
Certificates of deposit 458 484 413 418
11,210 9,995 9,117 8,191

Cormn, bank notes, batances with central banks and gold inc'udes gold bullion, amounting te £150m

{1990 £183m) at current market value,
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NOTES ON THE ACCOUNTS CONTIRLED

Group Mudland Bank ple
DEALING ASSETS . 1991 1B ) 1991 1990
) €m - Im £m £m
Builior: other than gold 41 68 -
Rills 245 426 62 59
Certificates of deposit 408 281 80 10
Investments
Listed —
Securitics of, or guaranteed by, B e PR
the British Government 322 | i 320 I I - I i -
Others listed in Great Briin 201 | ! 104 i | 10 i 27 |
Others histed elsewhere ; 935 ‘ 628 i F 196 I : 12 |
| 1458 1,052 | 206 I ! 39
Unlisted . e | ' a2 I s7 1| 84
’ 1,527 1,194 263 123
2,221 1,969 405 192

Listed investments are valued at middle market prices and unlisted investments at directors’ valuation.

INVESTMENTS - 1991 L 1990 1890
o - £m tm im im
Book Book
amount Valuation amoung Valuation
Group
Listed
Securitics of, or guaranteed by,
the British Covernment 346 asi 1,040 1,019
Others listed in Greatr Britain 80 84 98 96
Others listed elsewhere L 723 707 499 494
1,149 1,142 1,637 1.609
Unlisted
United States authorines and agencies 728 745 136 138
Other ) 478 520 401 422
2,353 2,407 2174 2,169
Midland Bank plc
Listed
Sccurities of, or guaranteed by,
the British Government 336 a41 1,030 1,009
Others listed in Great Britain 17 17 18 18
Others listed elscwhere } s “ . . 47
394 399 1,095 1 074
Unlisted
United States authorities and agencies 538 599 - -
Other R . N - S § N, b
1,006 1,022 1,106 1,085
Dated investments, which antount to £2,170m Listed investmients are valued ar middle market
(1990 £2,04im) for the Group and £987m (1990 prices and unlisted investments at direcrors’®
L1,10Im) for Midland Bank ple, are stated at cost valuanon,

adjusted for the amortisation of premiums and
discounss arising on acguisition,

Mudiand Group
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NOTES ON THE ACCOUNTS CONTINUED

DEBTORS AND I'.MBEDDEI) W\LUE

Debtorsincludes the surplus retained in long-term assurance funds and the net present value of policies in
force, which forms part of the embedded value as follows

1991 1990
- £m Im
Net tangible nssets of Midland Life Limited 21 11
Surplus retained in long-term assurance funds and net present value
of policies in force o . ms__ 18
Total embedded value 57 29
Thie net tangible assers and resuits of Midland Life Lalm (1990 £i8m)before tax and L28m (1990
Limited are consolidated in the Group accounts. £12m) after tax.
The net present value of policies in force is Debtors also includes securities trading assers
determined in cansultation with independent arising in the market-making subsiJiary
actuaries, using 1discouncrate of 15%. The t ndertakings; relared liabilides are included under
increase in the rotal embedded value included in the *Orther liabilities” — sec note 19,
consolidated profit and loss account amounts to
Group Midland Bank ple
ADVANCES AND OTHER ACCOUNTS 1991 1990 _ 1991 1990
m L fin Lm
Loans to customers
Advances 34,246 37,084 28,936 31,979
{nstalment finance ~ o 1,280 1,368 - -
35,526 38,452 28,936 31,979
Lease financing o 2,431 2,482 - -
Totalloans and lease financing 37,957 40,934 28,936 31,979
Less provisions - L 3,026 2,693 2,762 2,456
34,931 38,241 26,174 25,523
Placings with banks (over 30 days) 3,239 2,044 2,037 882
Accrued interest and other customer accounts __LMs 1,840 1,176 1,497
39,586 42,125 29,387 31,902
Of which
Sterling 27,451 31,727 22,352 26,169
Currency ) 12,135 10,398 o Teas 5,733
39,586 42,125 29,387 31,902
Advances are stazed after deduction of amounts The cost of assets acquired in 1991 for the purpose
refinanced with the Export Credits Guarantee of letting under lease financing and hire purchase
Department and the Deparement of Trade and contracts amounted to £682m (1990 £7451) and
Industry, £451m (1990 £549m), respectively.

Included in instalment finance above arc amounts
in respect of hire purchase contracts amounting to
£653m (1990 £745m).
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NOTES ON THE ACCOUNTS connnuen

ADVANCES AND OTHER A(.COUN'I'S _CONTINUED

Movements on provisions for bad and doubtful debts were as follows

Group
Provisions at 1 January

Currency translation and
other adjustments

Charge for the year

Amounts written off

Lessrecoveries of amounts
written off in previous years

Pravisions at 31 December

1991

1991 1991

£m
Spacitic

2,497

60
863

| (640)

(630)

2,790

Gaenaral

£m £m
Total

196 2,693

- 60
40 903

.

(640} |

10 a -—I[7107

- (630)
236 3,026

1990 1990 1990
im fm fm

Speafic General Total

2,598 224 2,822

(360) (11)
720 {17)

(371)

[ (476

15

(461) -

2,497 196

2,693

Midland Bank plc
Provisions ar 1 January

Currency transtation and
other adjustments

Charge for the year

Amounts written off

Less recoveries of amounts
written off in previous years

Provisions at 31 December

2,456

64
780

i (556)

O

- ,(,55‘_‘2_,-. -

2,762

2,405 165 2,570

(338) {17} (355)
656 (6) 650

(423) =) @z

14 - 14

e — 4

T (409)

2456

[ =
2,314 142

The Group makes specific provisions against loans
to and interest due from borrowers in developing
countries. The level of such provisions is reviewed
against exposure on a country by country basis and
adjusted when the economie, political or regional

circumstances of 4 country change, assessed by a
scoring system consistent with Bank of England
guidelines. In addition, interest is normally reserved
when it is more than 20 days overdue.
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NOTES ON THE ACCOUNTS CONTINUED

TRADE INVESTMENTS AND INVESTMENTS

IN ASSOCIATED UNDERTAKINGS _ 1891 1991 o 1%% 1990
- o B T ‘Em T ”“g“n‘;""-""— .Cl;! T zﬂl
Book Book
smount Valuztion amount Valuarion
Group
Trade investments
Listed elsewhere than in Great Britain 5 5 H 10
Unlisted o 22 as 11 18
27 40 20 28
Associated undertakings (unlisted)
Equity 184 185 156 183
Orther e ) & . . _3_5, ___w____?_.i
217 231 201 236
Midiand Bank ple
Trade investmenits {unlisted) 2 12 2 7
Associated undertakings (unlisted)
Equity 158 157 138 149
Other - ___..._*8 6 25 s
166 175 165 181

Listed investments are valued at middle market prices and unlisted invesements at direcwors’ valuation,

The principal associated underakings at 31 December 1991 were as follows

Dircet

Country of interest of

registration Accounts Midland

e i L o _andoperation made up to Bank: ple
3i Graup ple England and Wales 30.9.1991*

Issued share capital £236m 18%

UBAF Bank Lintited Englandand Wales  31.12.1521

USS share capital $174m 25%

Sterling share capiral £46m of which £15m 67% paid up 25%

Subordinated unsecured loan stock US$28-7m 25%

Subordinared loan srock L10m 12-5%

*interim accounts
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NOTES ON THE ACCOUNTS CONTINUIED

16 INVESTMELNTS IN SUBSIDIARY UNDERTAKINGS 1w 164
£m im
Midland Bank plc
Shares in subsidiary undertakings at bank's share of net tangible assets
and embedded value 1,158 957
Loansto subsidiary undertakungs N 484 416
1,622 1,373

The principal subsidiary undertakings at 31 December 1991 were as follows

Percentage
. of equity
Country of capital held by

registration/
Incorporation Mldl'md Bink pl_c_

and operation  Darect  Indireer

Encomabiliare SpA° ltaly 55%

Forward Trust Limired England and Wales 100%
Greenwell Montagy Gili-Edged Engtand and Wales 100%
Griffin Factors Limited England and Wak 100%
Guyerzeller Bank AG Switzerland 74%
Midland Bank SA® France 73%
Midland Bank Trust Company Limited Englandand Wales  100%

Midland Bank Trust Corporation {Jersey} Limited Jersey 100%
Samuel Montagu & Co. Limited England and Wales 100%
The Thomas Cook Group Limited Englandand Wales  100%

Trinkaus & Burkhardt KGaA®# Germany 71%

All the above subsidiary undertakings prepare
accountsto 31 December and are engaged in the
business of banking and financial services with the
exception of The Thomas Cook Group Limited,
which is engaged in the business of world travel,
tour operations, foreign exchange dealings and the
issue of rravellers cheques.

*minority shareholding listed
#limited partnership

Mudland Group
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NOTES ON THE ACCOUNTS conmnuep

Leaschold land
aud buildings
Frechold 50 years Under  Farniwre,
land and and over S50years fittings and
17  PREMISES AND EQUIPMENT buildings  unexpired  unexpired equipment Total
£m £m £m £m £m
Group
Cost or valuation
At 1 January 1991 842 156 209 B9D 2,087
Currency translation adjustments (2} - 1 1 -
Additiens 29 10 8 138 185
Disposals (6) - (7) (77) (90)
At 31 December 1991 863 166 211 952 2,192
Accumulated depreciation (12) (4) (115) (553) (684)
Net book amount
At 31 December 1991 851 162 96 399 1,508

At 31 December 1290

832 153 110 413 1,508

Midland Bank plc

Cost or valuation
At 1 January 1991 605 155 159 649 1,568
Addition= 21 11 5 86 123
Disposals (9 (8) {5} (36) (58)
At 31 December 1991 617 158 159 699 1,633
Accumulated depreciartion {8) (4) (88) (419) {519)
Net book amount
At 31 December 1991 609 154 71 280 1,114
At 31 December 1990 598 153 81 302 1,134

Midland
Group Bankple
. £m £mn

Cost or valuation of premises and equipment at 31 December 1951 comprises
Land and buildings — at valuation 1988 608 581
at cost 632 353

1,240 234
Furnituze, fittings and equipment, at cost 952 §99
2,192 1,633

For boch the Group and Midland Bank ple, the
gross depreciable amounts for frechold land and
buildings and leascholds over 50 years unexpired,
relating to specialise facilities, were £28m (1990
£27m) and £31m (1990 £30m), respecively.

The net book amount for furniture, fittings and
cequipment includes assets held under lease
financing of £41m (1990 £32m)and £37m

Midland Group

{1990 £32m) for the Group and Midland Bank ple
respectively on which the depreciation charges were
L16m (1990 £14m) and £15m {1990 L14m},
respectively.

During the year, provistons have been made for all
exit costs associated with premises for which the
Group has no further business use,
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CURRENT, DEPQOSIT AND Group Medland Bank ph
OTHER CUST_O_MER ACCOUNTS 1990 1991 1990

. £m Lm £m Lm
Sterling

Currentand demand aceounts 19,135 18,582 17,744 17,451
Depositand savings accounts 4,750 5,428 3,151 3,731
Money market and other time deposits 9,801 11,914 7,820 9,284
Accrued interest and other customer accounts £13 702 313 469
o 34,299 36,626 29,028 30,955
Currency
Current and demand accounts 4,588 4,684 2,660 2,353
Deposit and savings accounts 2,025 2,665 502 1,278
Moncy markerand other time deposits 9,536 7.832 7,348 5,651
Accrued interest and other customer accounts 892 1,074 87 156

17,038 16,255 10,607 9,438
51,337 52,881 39,635 40,393

Group Midland Bank ple
OTHER LIABILITIES ) 1990 . 1991 1990

tm £Lm £m Lm

Taxation 143 134 101 11!
Credirors and securities trading labilities 2,838 1,528 586 343
Dividend . 13 13 .13 13

2,984 1,675 700 467

Securities trading liabilities arise in the market-making subsidiary undertakings and reflect the level of
activity in the securities markets. The related assets are included under ‘Debtors’ — see note 13.

Obhgarions under lease financing included within ‘Creditors and securities trading liabilitics’ were as follows
Group Midland Bank ple
1901 1990 o1 1990

£m im £Em Lm

Payable within 1 year 28 25 23 21
1-5 years ) ) o a8 27 29 18

64 52 52 39
Less: fugqr_c ‘:lﬂﬂ[!_(({ChﬂfgCS ) i . . (6)
44 33

Midland Group
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NOTES ON THE ACCOUNTS conmmuen

Midland
DEFERRED TAXATION . o . i . Grovp _,__-,,l.i'l:fk ple
-------- v £m £m
Movements during the jear
Ar 1 January 1991 207 -
Exchange and other adjustments (15) -
(Crediffcharge o proficand lossaccoune - 0B 3
At 31 December 1991 174 3
o 19,91.. o 1_99”1 . 1990 19‘)9
T T T T T T T Y T Tem T tm m
Unprovided Unprovided
deferrad Providedin deferred Provided in
taxi{roliet} accounts rax/{rehief) agcounts
Group
Shoreterm timing differences {1 a3 {8} 42
Accelerated capital allowances (8) 4 (1) 3
Leasing transactions 88 220 94 257
Trading losses carried forward (224) (44) (186) {38)
Other items 3z 34 5 25
:\Elj.:‘l_nce Corporation Tax R (85) (83) (69) {82)
{198) 174 (165) 207
Midland Bank ple
Short-term diming differences 1 a {8) -
Accelerated capital allowances (8} - (1) -
Trading losses carried forward (207) - (166) -
Orther items 31 - 5 -
Advance Corporation Tax {39 - {2 3)‘ -
(224) 3 (191) -
It is also not considuered necessary to provide for disposal of premises as it is anticipated that 2ny
taxation on eapital gains which might arise on the linbiliry will be covered by capital losses or other
disposal of Group subsidiary or associated reliefs; or for any linbility to UK taxation en
undertakings at their balance sheeramounts; for averseas earnings which are notexpected to be
taxation on capital gains which mighe arise on the remitted,
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21  LONGITERM BORROWINGS 1991 uan
£m im
Subsidiary undercakings
§%a Debenture 198792 DM 9m - 3
Borrowmngs at fixed and variable rates between 8+ 54 and 10t-4%, repayable
19945987 Fries 1,400m {1990 FrFrs 1,842m; 144 187
6% Bonds repavable 1993 DM 75m 25 26
S%2% Bonds repayable 1993 DM 75m 26 26
4% Guaranteed Note 1986/1993 Ecu 9+ 4m 7 7
10% Bonds repayable 198621993 Lire 12+ 9bn 7 6
Mulucurrency toan facility 1993 USS 25m# 5 9
6% Bonds repayable 1996 DM 100m a5 35
Guaranieed Floaung Rate Notes 1997 FrErs 900m# 93 91
Floatng Rate Note 1999 $Kr 200m# 19 18
Guaranteed Floaung Rate Unsecured Loan Notes 1999 - 9
£52: 5m & *3% Deep Discount First Mortgage Bonds 20061 arz 37
Zero Coupon Deep Discount Loan Stock 1998 8 -
m 407 454
X Repayable within | year - 33
I-2years 71 3
2~ Syears 148 147
over 5 years 188 271
407 454

“repavable by instalments

#interest rates on floating rate borrowings are related o local market rates
tsecured on one of the Group’s frechold propernes

Mdiand Group
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NOTES ON THE ACCOUNTS CONTINUED

TERM SUBORDINATED LOAN CAPITAL Joat
LM SUDURINA L B IR . . . e
Midland Bank pic
7Y% Subordinated Unsecured Loan Stock 1983793 5
1034%, Subordinated Unsccured Loan Stock 1993798 21
Subordin.ucd Floating Rate Notes 2001#
Suhord:mu.d Un'secug.d Loan § ‘;tock ZO()"/ 07

Subsidiary undertakings

1Y% Guaranteed Bonds 1992 USS 150m”

6¥:% Guaranteed Bonds {986/96 DM 200m”
Guaranteed Floating Rate Notes 1986/98 DM 3C0m#*
7-55% Guaranteed Loan 1998 Yen 6+ 3bn*
9:25% Notes 1991/19%8 LuxFr 500m
Guaranteed Floarinyg Rate Notes 1999 USS 200mé#*
7+25% Guaranteed Loan 1999 Yen 3 - 1bn®
7 +41% Guaranteed Loan 1999 Yen 10+ Obn®
7349 Dual Currency Guaranteed Bonds 1999 Yen 5+ 0bn”
Guaranteed Floating Rare Notes 1989799 DM 200mi”
§+99% Guaranteed Loan 1999 Yen 5-Obn®

Bosrowings at fixed and variable rates repayable
200672004 DM 264m (1990 DM 20m)

Guaranteed Floatng Rate Ursceured Loan Stock 20014

Guaranteed Floating Rate Series A to C Unsecured Loan Stock 20014
1224% Guaranteed Notes 2003 USS 150m*

Repayable within 1 year
1=2years
25 years
over § years

Subordinated loan capital is repayable at par at
maturity but some is repayable prioe to macurity it
the option of the borrower, in certain cases aca
premium over par.

# interest rates on the floating rate loan capital are
related to relevant London Interbank Offered Rates

* issued by a subsidiary undertaking under the bank’s
subordinated guarantee and on-lent to the bank on
asuberdinated basis
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23 PERPETUAL SU_BORI)INATEU LOAN CAPITAL 199 1990
. tm im
Midland Bank ple
- Undated Floatng Rate Pamary Capital Notes USS 75tm 401 3R8
Undated Floatng Rate Pnmary Capinil Notes USS $00m 267 259
Undated Floaang Rate Pnmary Capstal Notes theries 3: US$ 300m 160 18%
828 52
l Subsidiary undertakings
Convernbl: Undated Floaung Rate Subordinated Notes brirs 221m 23 22
! 851 824
The Undated Floaung Rate Pomary Cagital Notes monthly bond rates for new tssues i the Pans
have eharacreristies which render them simular market,
Leran circumstanees o preferred shares., .
g crian crcumstinces to preferred shares The nght wo convert the Converuble Undated
The nterest rates on the Undured Ioanng Raze Eloatng Rate Subordinated Notee may e exercised
Primary Capital Notes are retased o London atany ame from | January 1992 until 31 December
s, Interbank Offered Rates, The annual imterest rate 2005 onthe basts of 36 ordinary shares of
o on the Convernible Undated Floatng Rate Midland Bank $A each with a nominal value of
Subordinated Notes 1s related to the average Erbrs 1M for each FrErs 1,000 note.
ﬁ 24+ SHARE CAPITAL
E Themovements i authorised and issued share captal were as follows
Non-cumutlative Non-cumulatisy
Peclecence Preference Ordinary
Shares of Shares of Shares of
ﬁ L1 cach UISS2S cach L1 each Total
£m £m £m £m
Authorised
s A1 January 1991 150 259 1,000 1,409
i Currency v anclation adjusiment - 8 - 8
At 31 December 1991 150 257 1,000 1,417
a Issued
At 1 January 1991 - - 784 784
“harres 1vsued under share optton schemes - - - -
a Shares issued in liew of dinsdends - - 1 1
At 31 December 1991 - - 785 7885
It 15 not possible 1o quantefy at this time the number dividend, Of the fiest interim dividend, L1m {5 - 1%}
E of shares which will beissued under the optron to was taken up in shares rather than in eash,

take shares in heu of cash for the secondintenm
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NOTES ON THE ACCOUNT‘? CONTINUED

25 SHARF PREMIUM L 1991 190
£m iny
At 1 January 1,666 1,060
Shares issued under share option schemus 1 2
Shares issued in lieu of cash dividends ] ) 200 4
At 31 December 1,047 1,066
As a result of legal advice, the trearment of shares premium. The above amountincludes £19m in
issued in lieu of dividends resulting {rom respece of such serip dividends for prior years,
e shareholders’ elections has been changed during the which has been reinstated in reserves together with
2 year. The Group now accounss for the shares issned the nmount relating to this year.

by capitalising the nominal value from share

Midland Bank ple
and subsidiary Associated Midland
" 26 RESERVES undertakings  undertakings _ Geowp D Bank ple
£m fm £m m
Ar 1 Januacy 1991 473 29 572 572
Curren v rransia on adjustments 2 (5) N -
E {Duncit) reeained profic (98} 33 (65) (13)
Shares issued in lieu of cash dividends 20 - 20 20
Premiums written off on acquisition of
o subsidiary undertalings (2 - (2) -
g M Net decrease i et tangible assers of
; subsuiary und assaciated undertakings ) - - - (61)
N At 31 December 1991 391 127 518 518
4 l Under the exemption provided by Section 230 of 7T he cumulative amount of premiums on
‘ the Companies Act 1985, Midland Bank plc's profit acquisition, net of discountson acquisition, writren
™ ared loss account has not been presented in these off in the Group’s reserves, 15 £161m {1990 L164m).
: accounts. .
ieeount Group reserves at 3} December 1991 include
surplus on revaluation of property of £229m,
The reserves of Midland Bank ple at 31 December 1991 ure analysed as follows Midiand
_ e L ] ) } Bank plc
£m
Distributable reserves 107
Property revaluation zeserves 185
Other non- dlsmb_unblc reserves o ] ) ) 226
518

'Imal reserves
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MIDLAND GROUP
NOTES ON THE ACCOUNTS conmnuen
CONTINGENT LIABILITIES 1991 1990
£m im
There were the following contingent hiabilities in respect of
Acceptances
Group 978 950
Midland Bank ple 831 877
Engagements
Group 5,246 3,660
Midland Bank ple 4,483 4,854

In addition there were outstanding financial
contracts, agreements and other financial
instruments entered into in the normal course ot
business. Midland Bank plc has guaranteed the

Midland Bank plc has guaranreed

performance of certain subsidiary undertakings in
respect of some of these items, and certain
exposures 1o bartks by a subsidiary undertaking.

Term subordinated loan capital and long- and short-term

borrowings of certain subsidiary undertakings

Loans to customers by certain subsidiary underrakings

. 1994, 1990
£m £m

808 866

910 894

Proceedings were commenced in 1988 against one
of the bank’s subsidiaries, Samuel Montagu 8 Co,
Limited, by British & Commonwealth Holdings
PLC(B&C) in connection with the proposed
purchase by Quadrex Holdings Inc. of the
Wholesale Broking Division of Mercantile House
from B&C. Samuel Montagu has been held liable
and has appealed against that judgement. A further
hearing, expecred to commence in April 1992, will
deal with the amount of any damages which may be
awarded, On the basis of the information and
advice currently available, the directors are of the

opinion that no provision is required against the
claim,

Proceedings have been issued against the bank by
the Secrerary of State fer Trade and Industry,
claiming as assignee of certain individuals who
were investors with Barlow Clowes. On 2 July 1951
the bank served a defence vo the claim, and intends
to defend the claim vigorously. On the basis of the
information and advice presently available, the
directors are of the opinion that no provision is
required against the claim.

CAPITAL COMMITMENTS ... . 991 1590
) . . . £m fm
Contracts for outstanding capital expenditure not provided for in these
accounts amounted 1o
Group 31 54
Midland Bank pic 29 a8
In addition, the board has autherised capital expenditure amounting to approximately £58m
(1990 £109m) for the Graup and £57m (1990 £103m} for Midland Bank ple.
P N T IO U N TR -f;:_,1 -:‘. o ,.'..f" WL e M “':.‘: - ) o
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NOTES ON THE ACCOUNTS CouTINUED

OPERATING LEASE COMMITMENTS

Annual commitments under non-cancellable operating leases were as follows

1991
Pramisos

1991 1990
Equipment Premises

1990
Equipment

gm

Group
Expiring within | year 12
15 years 10
over § years 70

£in £m

1 4
16 16
- 71

fm

21

92

17 9

21

Midland Bank plc

Expiring within 1 year
1-5 years
over § years

SHARE OPTIONS

Optiens outstanding to UK employees of the Group under the Midland Bank ple savinps-related and
executive share option schemes to subscribe for ordinary shares of the bank were as follows

Options

Perlad

Prico

32,986,227

1992/2004 £1-6130/3-3310

Options

Period

Price

26,376,478

1991 /2000 £1-6130/3:3310

DIRECTORS' AND QFFICERS' LOANS

The aggregate amounts outstanding ac 31 December 1991 from those who were directors {including
connected persons) or officers of the bank during the year, and the number of persons concerned, were as

follows

Apgregare
amount omtstanding

Number of
persons

Directors
Loans

Quasi-loans and guarantees

Officers
Laans
Quasi-loans and guaranices

£
1,203,306
63,512

49,995
913
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NOTES ON THE ACCOUNTS conrnuen

DIRECTORS’ INTERESTS

The disclosable mterests, all beneficial, of the directors a1 31 Pecember 1991, :n the ordinary shares of the

Options

the year

-

102,414

-

45,000

80,000

41,809

[ ITE A

bank were Shires
At January
1991 tor date of
At31December appointment)f At31Dscember Grantedduring

1991 later) 1991
T J Cunningham 13,755 13,548 -
R De]hridge 1,000 1,000 322,414
Sir Archibald Forster 3,168 3,121 -
B L Goldthorpe 14,922 14,699 235,056
Sir Peter Leshie 1,000 - -
HE Lockhart 1,816 1,789 266,588
GE Loudon 2,517 158 96,608
G Maitland Smith 1,400 1,400 -
Sir Colin Marshall 1,500 - -
Sir Patrick Meaney 1,007 993 -
Baroness O'Cathain 3,144 3,097 -
B G Pearse 10,154 - 300,000
Sir Eric Pountain 4,608 4,659 -
W Purves 1,044 1,044 -
Sir Pecer Walters 10,000 - -

At January
1991 for date of
appoinument af

later}

220,000

190,056

185,588
54,999

No director at 31 December 1991 L .d any
disclasable interests in the loan stocks of Midland
Bank ple or in the share or loan capital of jts
subsidiaries.

DIRECTORS EMOLUMENTS

Theaggregate emoluments of the directors of the
bank amounted to £2,520,644 (1990 £2,635,368)
and consisted of fees £112,500(1990 £150,000) and
other emoluments £2,408,144 (1950 £2,485,368).
In addirion, pensions in respect of past services of
£205,840(1990 £157,504) were paid.

The chairman's emoluments totalled £262,367
{£152,623 inrespect of Sir Kit McMahon up to

14 June 1951 and £109,744 in respect of Sir Peter
Walters from 15 June 1991 10 31 December 1951)
{1990 £295,703). The emoluments of the highest
paid director amounted to £398,128 (1990
£429,216), A sum of £489,187 was paid by Midland
Bank plein respect of the termination of the service
agreement of the former chairman and group chief
executive and £60,813 was paid as a contribution
on his behalf to the bank pension scheme.

Six directors waived fees accruing to them for their
services in 1991 rocalling £37,382 (1990 £36,635).

The adjacent table shows the number of directors
whose emoluments receivable from the bank and its
subsidiary undertakings fell within the bands stated.

No changes in any of the above interests occurred
between 31 December 1991 and 26 February 1992,

L
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10,001 - 15,000
15,001~ 20,000
20,001~ 25,000
35,001 - 40,000
45,001 -~ 50,000
50,001~ 55,000
95,001 - 100,000
100,001 - 105,000
110,001 ~115,000
120,001 - 125,000
150,001 - 155,000
165,001 - 170,000
190,001 -135,000
245,001 - 250,000
255,001 - 260,000
255,001 - 300,000
39C 001 - 395,000
395,001 -«00,000
420,001 - 425,000
425,001 -430,000
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MIDLAND BANK PLC

Category of sharcholder
Individuals

Teustee of Midland Bank Group
1979 Profit-Shoring Share Sche ne”

Assurance and insurance comr .nies

Charities, local authorities, hospitals
Nominee companies

Pension funds and pension tr.sts
Unit rrusts and investment trusts

Commercial and industrial co 1panies

Number of

shureholders

95,898

1

408
519
275
5,185
59
318

102,663

Percentage

of total

93-40

0-40
0-51
0-27
5-05
0-06
0-31

100 00

ANALYSIS OF ORDINARY SHAREHOLDERS AT 31 DECEMBER 190

Number of

shares held

109,675,206

7,918,817
58,410,435
117,845,079
6,378,088
447,320,141
20,967,357
16,394,255

Percentage

1

.
01
-81

15
¢

36-
2.

2.

oftocal

A3

98

01

44

99
67
09

784,909,378

100

00

“the Trustee of the Midland Bank Group 1979 Profit-Sharing Share Schemne holds ordinary shares

on behalf of 26,115 participants

Ordinary shares held

1-100

101-250

251-500
501-1,000
1,001-5,000
5,001-10,000
10,001-25,000
25,001-50,000
50,001-250,000
250,001 and over

N

Number of

SII lrr.huldt.n

16,774
10,820
15,603
22,058
33,452
2,383
682
232
370
289

Percents lpt.
of mn

16-34
1054
15-20
21-49
32-58
-32
~66
+23
36
0-28

SO O ko

Number of
slnru Iu.ld

102,663

100-00

Percentage
ol 1ot |I

541,660  0-07
1,874,485  0-24
5,852,527 0-75
16,268,994 207
67,760,157  8-63
16,037,657  2-04
10,092,544  1-29
8,544,477  1-09
47,657,329  6-07
610,279,548  77:75
784,909,378 10000

drdland Bank plc




MIDLAND GROUP

e — e e Tr=—n e

FIVE YEAR SUMMARY

Profit before exceptional items and raxarion
Exceptional items

Profit/(loss} before taxation

Taxatian (charge)/credit

{Loss}profit before extraordinary items
(Loss)/profit attriburable

L !991 )

£m

57
21)
36
(69)
(49)
(39)

e
im
63

{32)

11

(188}
(193)
(181

1988

am

693

693

(273)

412
412

1987
£m

511
{1,016
(505)
58
(456)
(393)

Shareholders® funds

Minarity interests

Perpetual subordinated loan capital
Term subordinated lown capital

2,350
166
851

1,129

2,422
16l
824

1,012

2,685
166
997

Total capiral resources

4,496

4,419

3,031

3,039
141
888

5,038

83 270

2,586
99
858
249

4,458

Current, deposit and other
CUSTOIMCT ACCOUnLS

Advances and other accouncs
Total assets

51,337
39,586
59,408

52,881
42,125
59,636

54,680
45,530
62,479

47,983
40,273
55,729

41,679
34,355
43,450

Capical ratios
~= total capitai ro total weighted risk assets
dier 1 capitsl to total weigheed risk assets
total equity to total assets

9-§%
5-4%
4+3%

10-0%
§4%
4:6%

5:5%

Return on averaige shareholders® funds
~— {loss)/profit attributable
Return on avernge equity
— profit before exceptional icems and taxation
profit/{loss} before taxation
Return on average toral assers
— profit before exceptional items and taxation
profit/{loss) before taxauon

{1-6)%

2:3%
1-4%

0-09%
0+06%

{6-7¥%

(20
4%

0:10%
0-02%

(18-9)%

23-6%
(23-3)%

0-94%
(0-93)%

Average shares in issue {miilions)
Net assets per share
(Loss)/earnings per share (net basis)
Dividends per share

Dividend cover

784
259p
(6-2)p
3+:4p

781
309p
{24-7)p
9:0p

PrL]
345p
(28-3)p
18:0p

395p
53-6p
16-4p
343

st
318p
{89.S)p
14:4p

Shareholders

102,663

109,236

109,379

106,361

106,387

Average buse rate

11:7%

14-8%

13.9%

10+ 1%

97%

a 1987 and 1988 adjusted for 1989 capitalisacion issue and firstintenm 1987 adjusted for 1987 rights issue

b divideid cover is caleulated by dividing carnings per share by dividends per share

¢ number of sharehalders registeced at year-end
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MIDLAND GROUP WORLDWIDE
PRINCIPAL ADDRESSES

UK

Midland Group provides a
comprehensive range of financial and
related services in England and Wales
through a network of regional
MANIFEMENL Contres, COrpoTait
banking centres, area offices,
enterprise centres, international
banking centres and some

1,830 branches.

Head Offize

Lhdland Bank ple
Poultry, London rczr2nx
Telephone: 071-260 8000

UK Banking

Watling Coure

47753 Cannon Strect
London Ecgs 350
Telephene; 071-260 8000

Firstdirect

Millshaw Park Lane
Leeds sz 0T
Telephone: 8345 10M00

Forward Trust Group Limited
145 City Road

London gC1v 1)y

Telephone: 071-251 9090

Griffin Cactors Limired

21 Farncombe Road
Worthing, Sussex N1 20W
Telephone: 0903 205181

Midland Moniagu

10 Lower Thames Streer
London ECIR 6aE
Teleplone: 071260 9933

Samuel Montagu & Co. Limited
10 Lower Thames Street

Londan EG3R 6AE

Telephone: 071-260 9000

Group Cperations
Midland Bank ple
Wathing Couct

47/53 Cannon Street
London EC4m 55¢
Telephone; 071-260 3000

The Thomas Coak Group Limited
Worldwide Headguarters

45 Berkeley Street

London wWrA 1EB

Telephone: 071-499 4000

Thomas Cook Group trivel and refuted
services are avadable from more than
1,600 offices 1n over 100 councries,

ASIA

CEHINA

Midland Group Representative Office
CITIC Building 1103

Beijing sooooy

Telephone: 1 500 4410

Exr. 13071131

HONG KONG

Midland Group Represearative Office
Hongkonghank Building

Level 36

1 Queen’s Road Ceneral

Hong Kang

Telephone: 8222288

{NDIA

Midland Bank Represenrative Office
152 Maker Chamber IV

t4th Floor

Nariman Peint

Bombuay 400 021

Telephone: 22 2024 973

JAPAN

Midiand Bank ple

Telephone: 3 3284 1861

Midland Montagu Securities Limited
Telephone: 33218 3700

AlU Building

1-3 Marunouchi L-chome
Chiyodua-ku, Tokyo 100

KORLA{REPUBLIC OI)

Midland Group Representative Office
éth Floor, Kyobo Building

I Chongro 1-Ka

Chongro-ku

Seout

Telephone: 2738 66%6

SINGAPORE

Midland Group Representative Office
21 Collyer Quay 06-00
HangkongBank Building,

Singapore otoy

Telephone: 225 2833

TAIAN

Midland Grovp Representative Office
19:th Floor

30 Chung King . Road

See.1, Taiper

Telephone: 23618 313

THAILAND

Midland Group Representative Office
6:zh Floor, HongkongBank Budding
64 Silom Road

Bangkok 1o5c0

Telephone; 22384092

LATIN AMLRICA

ARGENTINA

Midland Group Representative Cffice
25 de Mayo 195, Piso 6

100z Buenos Aires

Telephone: 13437192

BRAZIL

Midland Group

Avenida Brigadeiro Fana Lima 2028
4 andar

or4s2 Sie Paulo

Telephone: 11 817 281

CHILE

Midland Group Representative Office
Miraflores 222

Piso 24 North

Edificio Las Amencas

Santiago

Telephone: 2 392071

COLOMBIA

Representative Office for Midland
Bank and Midland Montagu in Bogaia

All enquries throvgh Midland
Maomtagn, 10 Lotwer Thantes Street,
London EC3R 6AE

MEXICO

Midland Bank ple

Samuel Montagu & Co. Limited
Representative Office

Edificio Omega

Campos Eliscos 345 Pso 12
Col. Chapultepuc Pulunco

11560 Mexico DF

Telephone: 55968133

VENEZUCLA

Midland Group Representative Office
Edificio Cavendes, Piso 7

Ofticina 701

Los Palos Grandes

Caracas oo

Telephone: 22850222
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MIDLAND GROUP WORLDWIDE

PRINCIPAL ADDRESSES contnUED

EURCPE

FINLAND

Midland Bark ple
Etelaesplanadi 22
PO Box 212

sf-00 130 Helsinki
Telephone: 0 60 1746

FRANCE
Midland Bank S.A.
Midland Bank ple

Midland Inteenational Trade Services
(France) S.A.

6 rue Piccini
$oen6 Paris
Telephone: | 4428 80 80

GERMANY

Trinkaus & Burkhaedt KGaA
POBox 1108

Konigsallee 21723

D-4000 Dusseldorf 1
Telephone: 211 9100

GREECE

Midland Bank ple

PO Box 17109-GRI0024
1a Scken Street
GR-10671 Athens
Telephone: 1 364 7410

IRFIAND

Midland Montagu International
Financial Services (kreland) Limited

13717 Dawson Sereet
Dublin2

Eire

Telephone: 717511

ITALY
EuromobiliareS.p.A.
¥iaTurati 9

1=20121 Milan
Telephone: 2 6204)

Midland Group Representative Office
Via Coladi Rienzo 162

1-00192 Rome

Telephone: 6 687 4105

JERSEY
Midland Bank Trust Corporarion
(Jersey) Limited

PO Box 26, 28/34 Hill Streer

St Helier, Jersey

‘Telephone: 0534 606000

{Offices also in Cayman Islands,
Gibralear, Guernsey, Isle of Man}

LUXEMBOURG

Trinkaus & Burkharde
{{ntecnational) S.A.

1-7 Rue Nina et Julien Lefevre
L-zo15 Luxembourg
Telephone: 471 847-)

NETHERLANDS

Samuel Montagu 8 Ce, BV,
Herengracht 475

1017 85 Amnsterdam
Telephone: 20 638 779y

NORWAY

Midland Montagu A.S
Sundal Collier Montagu A.S
PO Box 1943=Vika

N-otz4 Oslo 1

Telephone: 283 1420

PORTUGAL

Midland Montagu Fininter §.A.
Av, Eng. Duarte Paclicco

Torre 117, 524

1000 Lisbon

Telephone: 1 387 5782

RUSSIA

Midland Group Representative Office
Office 1305, 13th Floor

Entrance 3

Krasnopresnenskaya Nab., 12
Moscow 123610

Telzphone: 095 253 2144

SPAIN

Midland Bank ple

Jose Ortega y Gasses, 29.1°
28006 Madrid

Teiephone: 1431 0613

Midland Bank ple

Avenida Diagonal 427.4_9
of036 Barcelona
Telephone: 3 414 5203

SWEDEN

Midland Montagu Bank
Montagu Fondkommision AB
Box 7615

Breger Jarlsgatan 10

5-103 94 Stockhoim
‘Telephone: 8 614 $900

SWITZERLAND
Guyerzeller Bank AG
12 Rue Charles-Galland
cH-1211 Geneva 12
Telephone: 22473700

Guyerzeller Bank AG
Genferstrasse 6-8
¢H-8oz7 Zurich
Telephone: 12067111

Trinkaus 8 Burkhardt (Schweiz) AG
Florastrasse 7

cH-8034 Zurich

Telephone: 1 386 6565

TURKEY

Midland Bank A.S.,
Cumhuriyet Cad. No 8§
Elmadag Han

80200 Elmadag
Istanbul

Telephone; 1 231 5560

NORTH AMERICA

USA
Midlard Bank ple

Midland International Trade Services
{USA) Corporation

Samuel Montagu Inc
156 West 56th Strect
New York vy 10019
Telephone: 212969 7000

Midland Group QOffice
1221 Brickell Avenue
Suite 1080

Miami

Florida 33131

Telephone: 305 536 8820
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NOTICE OF MEETING

Notice is hereby given that the 156th annual
general mezting of Midland Bank ple will be held
at Merchan: Taylors' Hall, 30 Threadneedle Street,
London EC2, on Tuesday, § May 1992 at 2.30pm
for the following purposes:

ORDINARY BUSINESS

1 To receive the accounts and the reports of the
directors and of the auditors for the yearended
31 December 1991.

To reappoinc the following dircctors:
2 BH Asher
3 Sir Peter Leslie
4 GE Loudon
5 Sir Colin Marshail
6 W Purves

7 To reappoint Ernst & Young as auditors and to
authorise the directors to fix their remune acion,

SPECIAL BUSINESS

8-10 To consider and, if thought fit, co passthe
resolutions set out in the notice of special business
inthe circular letter ta shareholders dated 7 April
1992 accompanying the report and accounts of
which this notice forms a part, The resolutions are
numbered 8-10 inclusive on the proxy form.
Resolution 3 will be proposed as an ordinary
resulution and resolutions 9 and 10 us special
resolutions,

A member entitled to attend and vote at the
meeting is entitled to appoint one or more proxies
roattend and, on a poll, to voze instead of the
member. A proxy need nocbe a member. The
completion and return of the form of proxy will
not preclude a member from autending the meeting
and voting in person, b

' e
“Pagltry, London
7 April 1992

By order of the board
J RSkae, secretary

2

Notes

Only holders of ordinary shares are entitled to
attend or be represented at the meeting, A form of
proxy is enclosed with the annual report and, to be
cffective, the proxy must be completed an.!
returned so as to reach the bank’s registrar as soon
as possible but in any event not less than 48 hours
before the time for holding the meedi ne.

Copies of directors’ service contracts of more than
one year's duration or memoranda of the terms
thereof will be available for inspection at the
registered office of Midland Bank plc during usua)
business hours fram the date of this notice until the
date of the meeting and at the place and on the day
of the meeting for ac least 15 minures before che
meeting begins uniil the conclusion of the meeting,.

No change in any of the directors’ interests in the
shares of the bank as shown in note 32 on page 59
ofthe accounts for 1991 orin the particulars and
amount of an interest of any person who has
notified the bank of interests of 3% or more of the
issued ordinary shure capital of the bank as shown
in the direcrors’ report on page 31 of the accounts
for 1991 occurred between 26 February 1992 and
9 March 1992,

Registrars:

The Registrars

Bourne House, 34 Beckenliam Road
Beckenham, Kent 8r3 4TU
Telephone: 081-650 4866




