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fidlang Bank Group

e \NCIAL SUMMARY

Profit before taxation

Profit attributable

Amounts in £ millions

Sllarclloldcz_x;s'_fy_r_lgs

Total capital resources

1986 1985
434 351
242 122

2,021 1,847
4,287 3972

Total assets

53,169 58,074

Free capital ratio

Loan capital ratio

7.2% 5.9%
48.1% 41.8%

Earninys per share

Dividends per share

Dividend cover

104.2p 53.0p
27.0p 25.5p
3.9 2.1

Year-end full-time equivalent staff numbers

UK 61,508 61,268
Overscas 6,026 5,495
67,534 66,763
Crocker - — 11,827
67534 78590

I"INANCIAL CALENDAR

Dividend payments

Aopril and October

Interest paysnents

74% Subordinated Unsecured Loan
Stock 1983/93

30 June and 31 December

103% Subordinated Unseeured Loan
Stock 1993/98 i

30 June and 31 December

14% Subordinaied Unsecured Loan
Stock 2002/07

31 May and 30 Novewher

Half-yecarly results announced

August

Annual General Mecting 1987

30 April
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Sir Donald Barron DL

for 1986 mclude £22m in respect of Crockers uet
contribution up to thar date, while our profits for the
remainder of the year benefited from the redeployment of
the sales proceeds. Those pants of the business which we
vetamed — Crocker's international division and the bond
dualing operations, including the valuable US primary
government bond dealership - have been merged with
Midland's own activitics,

The real benefit of the sle, however, is to be seen less in
immediate profit improvement than in the greater frecdom
we now have to concentrate our financiat and muanagerial
resources on our core business strategies - on meeting the
changing needs of onr personal and corporate custoniers, on
developing our investment banking activities and on the
growth of areas of specialism and expertise in international
banking.

THE ECONOMIC & BUSINESS

ENVIRONMENT

RESULTS

Profit before tax of the Midland Bank Group showed a
further improvement in 1986, rising from [351m to
L434m. This increase reflected an improvement in trading
performance in most parts of the Group. The domestic and
international operations of Midland  Bank ple and the
continental European subsidiarics did particularly well in
very competitive conditions. The Investment  Banking
Sector made a significnt contribution 10 profit, despite
heavy start-up costs particularly in the market-making aren,

The profit is struck after provisions for bad and doubtful
debts of £357m, maintaining the prident approach which
we think appropriate in the present global environment. We
have set up addional specific pravisions ob £160m againyt
lending 10 rescheduling countries - L60m of new
provistons and £100m tramslerred from general provasions.

The Group tax charge has been abnormally high i rerent
years a3 a result of unceheved overseas lowes and non-
allowable geteral provisions. With both of these factors
dechnming i importance there has been a reduction m the
overall tax rate from 59% to 40%. Earmngs improved from
£122m to [242m and the post1ax return on cquity
mereased from 689 in 1985 o 125% m 1986.

A fugh level of retentions 1 evsential in order o help provide
the wapital support on which the development of the business
depends. Your directors feel, however, that the considerable
progress we have made towards the substantial improvement
m returt on ceuty, wich is one of our major oljectives, and
the resultant mcrease 1 eariings per share, justifics an increase
in dwidend from 25.5pto 27p for the -2ar, covered 3.9times.

“The Group's free capital ratio, which relates the capital base
less tnfrastructural asscts 1o ous public labifitics, stood at
7.2% at the year-cnd, up from 5.9 at the end of 1985.

The sle of Crocker to Wells Fargo was completed rather
carhier than expected on 30 May 1986, Our pre-tax profits

“I'he cconomic environment in which the Group operated
last year was characterised by the sharp fall in the price of oil,
the relative weakness of both srerling and the US dollar and
the maintenance of high domestic interest rates, The most
important developments on the business front were,
predictably, the major changes which ook place in the
regulation and operation of the UK capital markets.

At the start of the year the price of crude oil was $26a barrel.
{1 fell g fow a5 $9 before ending the year at $18. On balance
there can be Jittle doubt that the reduction in the oil price
will have done lasting good both to the majority of UK
companies and to most Third World borrowers. It should
also, in time, be reflected in a higher level of economic
growth in the UK and other  developed  cconomies.
flowever, the speed of the fall has had some less vwwleome
cconemic consequences, Thus its adverse eff~ct on oil-
producing debtor nations {such as Mexico) and on oil-
dependent areas of the UK economy (sucly as the Aberdeen
region) have probably been more marked than the beneficial
impact it has had elsewhere, and its net effec in the short
term may indeed have been mildly deflationary for the
world cconomy as a whole.

The Tlurd World debt problem continues to catse anxiety
in the global banking industry and underlines the need for
resolute co-operative action, The case by case approach
which has successfully surmounted the problem since 1982
was again brought imte phy in the Mexican  debt
negotiations during, 1986 and restored some stability ~ aTbeit
at some cost to the lenders, We expect that this mechanism
will continue to be used but there is a need for imaginative
thonght to be given to new solutions awhich reduce the
disadvantages which the present mechanisms carry tor both
the lenders and the borrowers,

Sterling’s relative weakness on the international currency
markets Tast year, reflecting political uncertainty and a
deteriorating trade balanee, topether with official uncase
about the pace of domestic credit expansion, combined to
ensure that UK interest rates remained high in both nominal
and real terms: Mudland's own base rate averaged 109% for
the year as a whole, While the profitabiility of our current
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account business benefited accordingly, the net impact of
developments in the UK and world cconomy as a whole on
the Group’s profits was closer to neatral.

The oil secter apart, UK company profitability showed a
welcome improvement, and the specialist facilitics of our
Lending Seevices Department experienced a reduction in
demand. Continued progress was made on ‘working out’ the
portfolio of former Crocker assets now in the Bracton
workout subsidiary; with the additional provisions made in
1986, these loans and investrents are fully provided for.

As I have already indicated, among the most important
features of the Group's operating environment last year were
the twin processes of liberalisation and regulation as they
affected the financial services industry as a whole and the UK
capital markets in particular, On 27 Octeber, the City
experienced the culmination of a series of changes in the
workings of the sccurities markets known collectively as ‘Big
Bang’. In line with these and other changes, the Midland
Bank Group is, through its Midlnd Montagu and
Greenwell  Montagn  subsidiarics, now a prominent
participant in the rapidly changing and highly competitive
UK and imernational capital markets.

‘Big Bang' was far from being the only development to affect
the Group's business environment. On the domestic front, the
Building Socicties Act significantly widened the range of
financial services that the socictics could provide while the
flotation of the Trustee Savings Bank greatly increased the
capital resources available 1o them in their challenge to the
established high street banks. On the international front, the
trend towards greater liberalisation of financial markets was
apparent in other leading centres in which we operate such as
New York and, more slowly, in Tokyo.

RATIOS OF COSTS TO INCOME

TOTAL COSTS
\\.\ !
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Success in controlling expenditure throughout the Group has
Sirrther improved onr ratio of costs to income,

In certain respects, however, the counterpart of Jiberahsation
has been more intenstve and more explicit forms of
regulation. For instance, in the UK, virwally every major part
of the Group’s operations will be affected by the new
structure of self-regulatory organisations established under
the statutory umbrella of the Finaneial Services Act. The
Group is devoting comsiderable resources o ensuring
effective complianee with both the spirit and the letter of the
regulations to which our various activities will be subjeet,

The Group strongly supports the concept and operation of
the UK Tuke-over Panel which has proved itself both
effictive and efficient during its 20-year life, It has shown
enge again recently its ability to react quickly and flexibly to
new developments in the marketplece and there is no
evidence to suggest that a wholly statutory system — which
wold certainly be slower to respond to change — would be
more cffeetive.

MIDLAND IN THE COMMUNITY

Midland has long recognised that as a major company it has
responsibilities not enly to its sharcholders, customers and
employces but also more generally o the community in
which it operates. Qur community invelvement takes three
main forms: donations 1o charitable and similar bodies;
the sponsorship of cducational, culwral and sporting
activities; and the secondment of staff 1o community-based
organisations of various kinds. Last year marked our 150th
anniversary and the launching of several new schemes
designed 1o reinforee this involveinent.

In the area of donations, we introduced a£1 for £1"scheme
under which we match money raised by our employees for
charities of their choice, I should like 1o pay tribute to the
enterprise and enthusiasm with which so many of our
employces have responded to this initiative.

In: the areas of sponsorship and secondment, where Midland
is among the most prominent corporate supporters of
community-based activities, two major ventures were
lumnehed last year in Birmingham, the city of Midland's birth
150 years previously: a Development Team was established
under the aegis of the city's Economic Development Unit o
help local companies adapt to changing cconomic and
merket cireumstances; and a Prince of Wales Community
Venture was launched 1o enable a cros-section of young,
mainly unemployed, people to develop their personal skills
from an experience of community service, We continued
our support for the succesful Enterprise Agency scheme
network throughout the UK by significantly increasing the
zumber of secondments,

Your Board is in no doubt that a well-planned and well-
spread community affairs programme is in the interests of all
those with a stake in Midland's long-term  commereial
suceess.

THE BOARD, EXECUTIVE & START

As foreshadowed in my report last year, Sir Kit MeMahon
Joined the Group in Apritasa Deputy Chatrnian, succeeding
Geoffrey Thaylor as Group Chief Exceutive five montlis later:
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The improvement in pre-fax profit was Furnings growth has permitted an increase The recovery from the effects of the Crocker
reflected i an even sharper increase in from 25.5p 10 27.0p in the year's dividend. losses has had a bengficial impact on our
attributable profit. seturn on average equily.
he will become Charmanand Group Chief Executive whenl problems associated with Crocker and as one of the
retira ot the conclusion of my five-year term office negotiators of the sale. John Greenwell retired afier 43 years'
April. service, latterly as Chief Executive (UK Business), in which

capacity he did much to preparc the ground for the new
approach to our retail and corporate markets: | would like to
thank fum for his valuable contribution to the Group over
many years.

Sir Jack Callard, who jomned the Board in 1971, reres at the
ACGM. 1 1e brought to our deliberations all the wisdom of 2
distinguished carcer m industry and commierce and | would
hike to thank lim both corporately and personally for his
valuable contribution. in February this year Geoffrey Taylor retired from the
Group on reaching the executive retirement age of 60, Since
handing over to Sir Kit McMahon as Group Chief Executive
kst year he had served as Vice-Chairman of the Board.
M Taylor joined the Group in 1943 and, in his long and
dunngu:shul creer, 1 would single out for particular
mendon the leading role he played in the 19705 in
otablishing our laternational Division. Although his term as
Group Chief Exccutive was inevitably affected by the
need to solve the problems of Crocker, he Jid much to
develop the new strategy and organisational structere which
1s now n place and o Tecruit new talent to our senior
mamagement team. It particularly pleasing  that Ins

“Three exccutive directors left the Group durmg 1986, and |
would fike to pay tribute to the distinetive contribution that
cach of them made to our fortuncs in cecent years. Frank
¢:shouet was mstrumental in helping o restore Crocker to
profitability, thereby faalitatng 16 sle to Wells fargo: his
former colleagues all wish fum well 1 his new position as
Peesident and Chiel’ Qperatng Officer of the US Federal
Mortgage Corporation. Michael Julien, as the first externally
recrunted finance  director of 1 clearng bank, made a
considerable contribution, particularly to the solution of the

% PROVISIONS TO LENDINGS RATIOS knowledge and experence have been recognised in his
+0 appomtment as one of three members of the Banking Law
B SVECIFIC Review Commutiee recently st up by the Government.
33 TR GENERAL He carnes the very best wishes of ali his former
301 colleagucs.
K1), :

1am also glad to report the yppointment to the Board of four
sew non-cxecutive directors who have had distingished
carcers 1 the business world: Archibald Forster, lan Hay
1avison, Geolfrey Maitland Smtith and Sir Eric Pountain. In
addinion, we welcome fan Tegner who Lias been appointed as
irector, Group Finance in suceession to Michacel Julien, and
three other senior executives of the Group have become
directors:  Ernst Brutsche, Hervé de Carmoy and lan
Pateron, who are Chief Exccutives of our Investment
Banking, International Banking, and Retail Banking Sectons
respectively. Biographical information about these and all
other members of the Board and of Group Exccutive
i s o Commuttee can be found on pages 62 and 63 of this report,
1982 1943 198 4 ‘)H% 1986 from which 1t wall be seen that we will have, after the

A Fygh level of provestons is prsdent for our ban portfalins, both changes detadled above, a well-balaneed Board of’ 11 non-
domestre aid msernational, exceutive and eight execunve directors.
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CAPITAL RESOURCES

FREE CAPITAL & FREE ZQUITY RATIOS

Higher retentions and successful capital issises have helped 1o
increase the Group's capital resources.

Last year's welcome improvement in profitability is, of
course, a reflection of the hard work and commitment of all
the executives, managers and staff of the Group. They have
carned my personal gratitude, that of the Board and, I am
sure, of sharcholders for al the efforts that they have put into
the restoration of the fortunes and morale of the Group over
a relatively short period.

THEFUTURE

The last five years have been a demanding period of change
and challenge. Changes (n structure, organisation, style and
culture were necessary to enable the Group to make progress
in highly competitive global markets. That these changes had
to take place while at the same time the repercussions of the
purchase of Crocker were dealt with, was an added
complication.

Change will undoubtedly remain a dominant factor in the
financial services industry, We shall ply our part in these
developments, and the diversity of resources and skills of
Midland people around the world will continue to serve the
peeds of our customers. That basic objective will not change.

*Lhe Group now has the structure and the people to carry out
tsstrategys in Sir Kit McMahon it will havea Chairnzan and
Group Chief Exceutive of distinction and experience.{ retire
from the Board confident that stronger (oundations are in
place and that a rewarding futore lies shead for Midland.

16 March 1987 Ponald Barron

"T'he Crotker <ale helped improve the relationship benween the free
capital and free equity of the Group and its public liabilities.

SIR DONALD BARRON

Sir Donald Barron will be retiring from the Board
on 30 April 1987, having served as a dircctor for the
past fifteen years and Chairman for the past five.
He took over as Chairman at Midland after fifteen
years’ distinguished service as Chairman of
Rowntree Mackintosh, and might reasonably have
expected, in his last period of active business life, to
preside over a calm and steady enhancement of the
fortunes of Midland.

In the event the problems of Crocker
overshadowed much of his period in the Chairn
Whatever the sctbacks, however, he met then
with a courage and steadfastness that cnabled him
to rally the Board, the Executive and the Staffand
lead them finally to the satisfactory outcome of the
sale of Crocker Jast May.

But though Sir Domald’s most obvious
contribution has been this essentially defensive
one, history may decide that it was not the most
fundamental. A longer perspective will reveal the
extent of his achievements in modernising the
Group and helping to mould it into a shape and
structure appropriate to tackling the business of
today and tomorrow.

Sir Donald dislikes the amateur approach and the
burcaucratic mind. As befits a  distinguished
member of the Scottish Institute of Chartered
Accouutants, a Pro-Chancellor of York University
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DERATIONS BY THE GROUP CRIEF EXFCUTIVE
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ir Kit McMahou, (lefy Deputy Chairman and Group
Chief Exeotive, with jJohn Brooks, Deputy Group

Chief Lxeeutive.

and a Governor of the London and the Scottish
Business Schools, he believes passionately in the
professional approach and in the cduction,
training and dedication that underlie it. In manv
ways, large and small, he has worked to inculca.c
these values into the Group and he is entitled to
much pride and gratification at what he has been
able to achicve.

The Midland Group today is patently a very
different institution from that of five ycars ago:
much less traditional, hierarchical and inward-
looking; much more flexible, open to ideas,
oriented towards markets, and ready for change:
much better adapted, in short, to compete
successfully in the complex, rapidly changing
environment in which we have to operate.

A professional approach is sometimes thought of
as the antithesis of a humane one. No-one who has
witnessed Sir Donald’s happy touch with his
Board, or visiting a branch, or speaking at
retiremtent functic s, or welcoming guests with
Lady Barron at their home could ever make that
mistake.

Midland owes a great debt to Siv Donald and Lady
Barron. We hope that an awarencss both of their
own achicvements and of the way they have been
appreciated throughout. the Group will add to the
rany other happinesses we wish them in a long

refirement.
K. M.

In my fint review as Group Chief Executive 1 am ghd to
record that the progress made in 3985 has continued
throughout 1986 with pre-tax profits rising, from £351mto
La34m,

This improvement i the result of good performances
across the Group, although the pattern of the contribution
has been uneven, A good year's trading by Midland Bank ple
itself was the main reason for the growth in the profits of the
Group's UK operations. A strong performance by the
International Banking Scctor can be seen as the reward of
more focussed strategies, improved productivity and the
suceess of our subsidiaries in continental Burope. Good profits
were made in the treasury, corporate finance and venture
capital areas, although total investment banking profits were
affecied by start-up costs and low returns in the market-
making arca. ‘This is to be expected initially in a market
whicl is undergoing radical restructuring and experiencing a
severe intensification of competition.

Last year represented a watershed for the Group with the
completion of the sale of Crocker National Corporation to
Wells Fargo and the implementation of a new Group
organisation based on four business sectors: Retail, Corporate,
International and Investment Banking,

Before describing the four sectors and considering how
their component parts performed last year, 1 belicve it
would be worth setting out some of my first impressions
of the Group, gained during my initial period as Group
Chicf Exccutive. | have been delighted to find, at all levels,
a tremendous enthusiasm and commitment to the Group;
in a business that has sometimes been criticised for its
institutionalism, 1 have been encouraged by the e*husiasm
for marketing, the customer orientation and the
commitment to make the business perform better which 1
have found. 1 have been impresed by the richnes and
diversity of the Group, and the obvious promise that these
qualitics hold in a marketplace that is becoming more
attuned to, and demanding of, well integrated financial
service organisations. In this respect the Group has some
unigue advantages. For example it hasa branch network that
spans the United Kingdom, a combined merchant bank and
treastiry operation, and a travel industry company, which has
significant expertise in travel fimance and a global branch
network.

During the past few years a number of long-standing
weaknesses have been identified. Qur costfincome ratio is toa
bigh. Midland has suffered in recent years from low
retentions and inadequate investment, This means that thez
is much to be done to make up lost ground, particularly in
branch premises and in our systems. Qur core businesses are
still too heavily centred on relatively slow-growing markets.
As with many other international banks, our Latin American
lending remains o source of concern,

We are vigorously tackling these varions weaknesses. Weare
climinating duplications between the sectors; we are ainving,
1o slim our central functions and to rationalise our City
premises; and we aim radically to improve our systems and
the nature of our branch network.

We are committed to major investment in technology to
achieve our strategic ohjectives over the next three to four
years. The benefits of such an investment will be enormous,



itdsey Watker of Clydrsdale Banle with Dennis Paterson,

{forcgroundy and Robin Currie, (right) of Banfl & Buchan
Nurseries examining pouny Elite Sitka spruce trees which have been
developed Dy ihe Forestry Commission to generaie a sigmificant
increase in timber yield,

Four years ago Clydesdale Bank ity helped these customers in 4
wmanagement biey-out of the nursery, The compaiy has prospered and
groion iuto one of the leading operations in the UK.

Following on_frou this and other successfil management buy-onts 3
Clydesdale has becone involved i a new joind venture conipany cafled
“The Bup-Out Syndicate, Vhis et company, faensched in conjunction
with fvestment bankers Quayle Munro and stockbrokers Bell
Lawgie, offers the complete range of fiancial scrvices required 1o

Sacilitate management biy-outs.

“The elimination of paper flows and the general enhancement
of onr systems will not only reduce our processing costs but
also help us to improve the quality of our preducts and our
services, and to provide us with higher quality management
information, all of which are crucial to the achievement ofa
strong competitive position. In improving our costfincome
ratio it will be just as important to enbance our mcome a5 Lo
reduce our costs.

In surm, a robust strategy has been developed, and s buing
implemented by a strong and experienced management
wearm. Issues in need of resolution arc being tackled forcibly
and entsiastically. The  foundations are  now well
established for steady progeess in a rapidly changing and
imensely competitive marketplace.

I will now review ecach of the sectors in more detail, and
tighhght the main events of 1986.

RETAIL BANKING SECTOR

“The Retail Banking Scetor, fed by lan Paterson, has been
formed to provide a comprehensive range of financial
products and serviees to individuals and small to medium-
aized businesses throughout the United Kingdom. "The sector
will mtegrate and build on the cxistng steenpths of
Clydesdale Bank, Forward “Trust Group, Midland Bank,
Northern Bauk and ‘Thomas Cook. The growing area of
related financial services will be emphasised by re-steucturing

the Group's Insurance Services, Trust Company, Unit Trust
Managers and Stock Exchange Services into a single, highly
fornssed unit.

Our understanding of the needs of this marketplace has been
demonstrated by the response of our customers to product
developments during the past year.

The innovative packaging of HaomeQOwner Plus saw
Midland recognised as one of the principal, and most
competitive, providers of home mortgage finance, and
resulted in a doubling of our outstanding mongage lending
to £27bn. The CarOwner Plus product, using newly
developed methods of reaching key customer groups, also
proved highly successful. Similarly, the development of the
55+ package for this key customer group and the
repackaging of the gold MasterCard product all represented
stages in building a comprehensive range of tarpeted
products and services to mecet the distinctive needs of our
CUSLONETS,

We are continuing to tationalise, improve and enhance our
branch network. On the basis of detailed research into the
spreadd and needs of our customers weare introducing a range
of different types of branch. We are replacng where
appropriate the traditional full «crvice branch by partly or
fully automated brauches, relying primarily on machines to
provide facilitizs for cash withdrawal, depusiting cheques and
obtaining satements, This will altlow staff to devote more
time to customer {inancial counselling,

In 1986 Northern Bank sponsored the Nosthern Ireland xport
Awards i conjunction with the Indistrial Development Board,
Locad Fsterprise Development Unit, Nonthesn Ireland Chamther of
Commerce and Industry, and British Midland Ainvays. '

Northerie Bank’s enstomer, Ulster Carpet Mills, was successful in
winniog not onfy the ‘A* Category Award, for mamufacaring
comparies employing moie dhan 50 people, but also the Premict

Export Award, Jor the best performance of all the prize winzers of the
competition, ’

Seen in the foreground disaissing one of the quality conrol checks a?
the faciory are (left to righty Walter Wilsan, Chuinman and Joint
Managing Diector of Ulster Carpet Mills; Edward Wilson, Joint
Managing Dircctor of Ulster Carpet Malls; and Bitl Kennedy,
Marager, Northerr Bank, Portadoun,
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We are taking advantage of this propresive rationalisation of
the network to improve the way we present and sell our
services to the customer on the one hand, and to reduce 3hc
cost of providing those services on the other. In conjunction
with design comultants Fitch & Co. we are c_ngugcd’m
introducing a new design concept for branch bankmg:, which
is well m advance of anything our competitors are doing, and
has been very well received by both customers n}1d
commentators. The aimt is to make our branches more h.kc
smiart shops in appearance, and to encourage closer and casier
communication between customers and staff,

At the same time much effort is belng concentrated on
improving productivity and reducing costs throughout the
network by major improvements and modernssation of our
bock-office and front-office systems; a programme 10
streamline branch operations; and the completion of a work
measurement programme in all brasnches.

We now have 1300 automated teller machines installed in
branches and m sites such as Tesco’s, Sainsbury’s and
moterway service sations. In addition, we have announced
plans to link our network with that of the TSI Group. This,
when added ro the established link with Nationul
Westrinster, will provide our customers with the most
extensive ATM network in the United Kingdom.,

Midland Bank will play a full part in helping to develop a
national scheme for Electronic Funds Transfer at Point of Sale
(EFT-PoS). In the meantime Clydesdale Bank is now
operating a successful electronic funds transfer fink with a
number of retailers, while Midland Bank is also operating a
sinnilar ‘Speedline’ pilot at Milton Keynes.

In our Access credit card operation, there has been a
grautying 17% inerease in wrnover while the number of
retailer outlets inereased by 6% to 260,000.

Drespite the renio alot !uax sear capital alb ea e m Mareh,
Forward ‘Trast Group’s leasmyg basanes, dd o li mo1use,
with large deals conducted sath Bumsh Airwavs and e,
amd wath the provion of hnance tor the Ara phase of
Misans factory project i Wearade Other part, of FTGY
business have abo prospered, notably i rthe dealer vehyele
finance market and m the personat finance arca

Goffin Factors onee agan diwounted zecord solumes of
Business in 1986, continung to grow taster than all st mapor
clearing bank-owned competitors

Themas Cook addd the Spansh peseta to sty range of
currency travellers cheques; formed 4 jomt senture called
loteltech which provides o worldwide hote] rewervation
system; launched Asrfare Warehowe, which speealises
discounted arr fres; and developed Thonias Cook Premium
erviees, a card-based service offering travel-related benefis
to the holder.

The indivdual components of the new finanoal services
division ail didd well in 1986, Mudland Bank Group Unxt
Trust Managers increased the number ot umtholder accounts
from 45,500 to 65,500, and doubled 1ts profits, The Madland
Bank Trust Company achieved sts aiglith succewave vear of
increased profits, Midland Bank Insurance Services not only
extended the product runge avatlable through the branch
network but, by providing the snvirance element of the
Homewner Plus package, contributed to the great success
and profitabilic of thr product

The fornaton of the Retal Banking Sector retlects the way
the Midland Bank Group s beconing & progresive, market
orientated organisation. It 15 the Retnl Banking Sector’s aim
to be as good as the best of the high steeer retnlers m
providing well-developed products where and when the
customer wants them, with the Inghest quality service.

R
L'!i ;‘%&‘;'-"”EX !‘gj Humpdm Howeeare is the lergest reailer of
A DY and house improvenient prodicts tn
orthern Ireland. Iy rerails a whde range of produts
and tades as “Texas Homeeare' undvr o franchise

% __{éﬁ granted by Howe Care Group, Al stages of
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Trelund,

Raiuey, Comtracts Manager of CGulhert-Ash, main contractors.

The discurssions comtiried il a yiset to the Baltynrena store b y tie Northern Bank

aitd heee they are seen talleiveg vivith "Tien Woright, the Store Afua
Hughes (2 menther of styff).

e r—— s = -

sl Hampden's frauchising  operation have been
" Sinanced by Northern Bank,

oy, Hampden Homesare has opened several stores sinee
g 1977, The latest, at Ballymena, was opered i
Jumey 1986, However, with the help of Northern
Bauk, builitng has aleady conmenced on an even
fager siore at Cpper Gaheally, Belfist, and when
completed it will be the bugest siore of its type in

) Seer disewssig the plans of this store at an carly staye

i the development o the site are Chir SpcmrAu!'
architecis Robinson  Mellwaine; David Russrl'l,
Hampden's Finanee Divetor; Sam McConnell,
e dssistant - General - Masager,

Finasie Diwvisson, Northern Banle; David Fawry, one of Northern's graduate trinees; and John

1ger, {stamding on the fefty and jeanerse

Corporate

mandeenent team,




Fummni “Trast das significant experiente i providing setaiters and

other suppliers of constmer durables with a weide range of

services, backed up by fastad refiable weehuotopy, particuburly on-five
credit sanctioning faediics,

Floreat, Britain’s biggest firniture bupy.g group representing over 1 0o
indepemdent yetailess, was one of e first companies to e Forvard
Teust's special Rewsiter Operanans Unity whiich offers imredtate on-
te credit jucilities Jor cistomers asing the scrvice,

Here o safesman in Floreats safesroom in Notiughan iy seen
sequesting athorisation from Gillian Rankin, o mansgenient traje
with ¥ aand Trust, Anthorisation affows the customer to ke the
prirchiase and Floreat to receive value for the tramacttoin on the sanie

ey
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C ORPORATE BANKING SECIOR

The newly established Corporate Banking Sector s led by
Brin Goldehorpe. The decision to place the management of
wur corporate busiess into a separate secror was the outcome
P two related perceptions. The first was that the needs of the
retail market are divergent from those of the mcreasingly
complex corporate market. Secondly, and wicpating Yirure
developments, it was foreseen that the desnands of the muddle
market would tend to emulare those of the larger corporates
through the growth of greater management sophstication.
The traditzonal one-stop nniversal branch 1s no longer equal
to the tisk of providing the diversity of products which
COrporate CUSTOMICES NOW eXpect.

in establishing the Corporate Banking Sector we recognis
the need for improved training of our account officers,
Training in sales skills and product knowledpge has not
received due attention in banking. We intend to change that
quickly, with particular emphasis on new  business
development and international and investment management
products,

The aim of the new sector is to market and sel} the many
investment and commerenl banking products and services
produced by other parts of the Group. The sector will attach
particular importance to providing, 1apid credit decisions
within the context of a pre-determined assessment of risk.

The scetor las three operating divisions which reflect the
diversity of the market, Global Corporate Hanking Division
manages our relationships with the largest companies
worldwide. The emphasis is on relationship building and co-
ordin-ted delivery of the full range of Midland Group
products in many locations. Investment banking and trading
products will be the sales focus.

Global Specialised  Industries  Division  mamages  our
relationships with key companies in the acrospace, shipping,
energy and financial industries. Advanced technical and
mdustry shills are being mobilised in order to develop
profitable corpetate relationships. Again the sales focus will
be on investment banking and trading products,

The UK Corporate Banking Division will manage our
accomts with the middle market in the United Kingdom.
The strategy of Tocussed management and sales attention here
is unique amongst our key competitors. We have adopted it
because we believe 1t offers the bet opportunities for
profitable business with this segment of the market. The
division will have small local offices (the first 40 of winch
will be cuablished in 1987) throughout the United
Kingdom. The initial sales focus will be on credit, deposits,
operational  products and  foreign - exchange,  with
progressively  more emphasis on  wvestment  banking
products. Management contral of the business and tight cost
control will be the keys to succes.






hise Keunedy, Uefty Mamaging Divector of Conard Steans-Ship
Company, shaeing Houward Marchans, Corporate Banking
Director of Midtand's Shipping Group, she funniry cruise brochure of
the Sea Goless Liners, which nows forn part of the Cunard erise
Meer.

Midland's Shipping Growp responded quickly and positively to a
reguest from Crmwd Jar an mpovative loanflease package to enable
thens to addd 1o faxury cruise vessels 1o ticir flect in Auguse 1986
The transacrion enabled Comard 1o guin the o hivury vessels i the
Jne of coustderable competition: from other crvise operaiors,

Aben Kenedy Inad reeently fofnad Cuntard from Uhomas Cook and
the financial package underlying the transaction sorved to strengthen
the rekfonship bewveen his new coamnpany wad the Grou,

INVESTMENT BANKING SECTOR

Our Investment Banking Sector includes our treasury
operations (Midlnd Bank Group Treasury), merchant
banking (Samuel Montagu & Co.) and stockbroking and
market-making  activities {the Greenwell Montagu
companies), In the course of the year, we developed a single
management structure, under the leadership of Ernst
Brutsche, to control the various business activities. We are
now able to deliver u broad range of connected services
and products to meer the varied needs of the Group's
customers.

In addition toa new management structure, i tew corporate
strueture has recently been unveiled using Midland Meontagu
as an ‘umbrell2’” name and including a distinctive corporate
identity. While Samuel Montagu, Greenwell Montagu and
other mames will continue to be used where appropriate, it
will be clear that they are part of'a larger investment banking
ancl securities organisation, which is i tumn parct of the
Midland Bank Group. However, our Group Treasvry will
continue to use the Midland name when operating on behalf
of Mudland Bank ple. Apart from equity market-making,
from which we have now withdrawn, the different clements
that make up Midlind Montagu have had 2 generally
suceessful year, despite some significant costs which we have
had to bear. These costs includs the consolidation of most of
our activities into one extensively re-fitted building at
Billngsgate, as well as the initial costs of establishing a
presence in the restructured gilts and equities markets after
*Big Bang),

Group Treasury has maintained a 5% share in the highly
compatitve London foreign exchange  market, where
twrnover averages USS90bn daily. Our volume of futures
business increased by some 300% - with our position
mainrained as one of the top five participants in LIFFE - with
4 similar rate of growth in options. Our reputation for
innewvation wasenhanced by the launch of 1 ‘thitd generation’
ot treasury products, such as the ‘break-forward' and the
‘scout’,

Under the new Midland Monragu structure, our operations
in the fixed-income  securities  markets  have  been
consolidtted into one business area, This includes Samuel
Mo 1pu's commercial paper unit, now trading as Midland
Montagu Conunercial Paper which has been successful
m cstablshing aself a5 4 leading  participant in  this
murketploce,

Greenwell Montagn Gilt-Edged has also established jtselfas a
leadig fixed-income se~urities trader. Appointed by the
Bank of England as one of the 27 recognised marker-makers,
it operates & a4 separately capitalised company nuaking a
continuous market in all giltedged stocks, together with
some 50 ‘bulldogs” and corporate bonds, It has also established
a money market operation dealing in bills and certificate, of
deposit, for which discount house status will be sought,
Having been a leader in the gilts market as a broker we have
become one of the top players in the newly structured and far
more competitive market environment,

In the market for equities, Greenwell Mortagu Securities was
sumilarly set up as @ separately capitalised subsidiary. Since
‘Big Bang', compention i equity market-making has been
extremely fierce, and in March this year we took the decision
to withdraw from this activity and concentrate instead on
providing comprehensive research and distribution services
& an ageney broker, or broker-dealer. In this capacity we
believe that our overseas distribution network will be a
source of real competitive advantage.

[n the precious metals market, Samuel Montagu’s bullion
teamn had o satisfuctory year, [n April 1986, an agreement way
signed to finance and supply gold coins to commemorate the
1988 Seoul Olympigs,

In the area of capital markers, which covers the origination of
debt securities and specialist credit busmess, we have
maintamed our leading pesition and strength in sterling
syndicated  loans and  curobonids, Many  substannal
transactions have been completed, titrther underlining the
reputation of otir capital markets team for innovaton and
pracuct development,

Santuel Montagu’s corporate finance division had g record
year m 1986, adviing on 75 wgnificant transactions. Among
the more notable of these were Norton Opax’s succestil
ttkeaver of McCorquodale, ard Argylls bande with
Gumness for control of Distillers, Samuel Montagu is als
advamg the Department of Trade and Indusey on the
privatsation of Rollk Royee am! the Brinsh Steel
Corporation. In the ficd of public finance, the division
continued to provide financtl advice to governments,
cenitral banks and other pubhc sector institutions,

“The Giroup has been commited to develaping its prevence m
the mvestment management market, buhng on the







o July 1956 sine Teaduny Bammghaon soikbeoker, Swath Keen

Cutler, epened st hare shop ny Mudlaeds Soene Aove bramdy,

Brmnghan Snuth Keen Cudder v part of the Crong's Jivestient
Bankrg decter, Javing beenr apuered i Apnl 1436

Hhe Jutre shop s detgired 10 brny thee wide oy fadties of o
stokbroker's office to members of the public wond the ventine i st ds o
sigttitcant step forward Jor wendr share cnership.

The shop has ativacted o great deal of medua finierest aned Duend
Lowdon, Geatedy Divector of Srith Keen Cutler aid s seaff e
been kept extremely busy sinee ihe shap epened.

St

resources retamed following the sale of Montagu Investment
Management i 1985, A new holding company has been
formed under the mame of Midlind  Montagu Awet
Management. It will operate through three subwsidiries =
Midland Montagu Fund  Managers (institutional tund
management), Greenwell Montago Steckinokers (private
chient mvestment managenent aud agency stockbroking)
and the Samuel Montagu (Jersey) Group (atfshore trust
services). ‘Tliese companies already manage over Ledbn of
funds and serve some 20000 chents, meludmg Midland
Bank’s own range of ut trust funds, for whieh the
sstiutional fund manae ment eam has achieved mpresive
results,

Greenwell  Montagu  Stackbrokers  acquired — the
Birmingham-based stockbroker Smith Keen Cutler (SKC)
m Apnl 1986 which, combned with healthy  business
growth m its own operations, hay macle 1t one of the five
leading private chent srockbroking operations n the country
moterms of awets under management. New service
Covelopments have meluded the lameh of a share-dealing
wrviee via the Mudland Bank gold MasterCard, and the
establshment of & share shop by SKC m Mudlod Bank's
Birmungham New Stecet branch.

i the arca of venture and development capital, Midland
Montagu Ventures (previously Midland  Bank ey
¢iroupy) hada record tradig performance. T was Lirgely as

asesult of capital gains from the flotation or sale of companies
n which mvestments were held. Dunng the year 29 new
mvestments were made. Midland Montagu Ventures now
ranks mn the top five venture capital compatiies by value of
mvestments and has a total of 166 wvestments with a
combined cost of £53m.

Overseas, we moved a step closer to achieving 3 global
presence m the intermational securities markets when we
received an indegrated securities heence in Japan. This wall
enable us to capture an increasing share of capital flows
berween the UK, Far East, United States and Europe. The
wcurities branch will be in full operation by nud-1987. In
Auwstralia, Dominguez Barry Samuel Montagu Ltd. and
Midland International Australia Ltd. have been integrated
into 4 combined operation and have acquired a seat on the
Sydney Futures Exchange while in Hong Kong, Greenwell
Montagy (Far East) Ltd. — the stockbroking operation
established  to cover South-East Asia — commenced
operations,

15

INTERNATIONAL BANKING SECTOR

The International Banking Sector continues to operate under
the leadership of Hervé de Carmoy. It is made up of four
business units — credit and risk, finanee and support,
greographic regions and fines of business. Within the Jast of
these, there are two specialised units which deal with private
banking and with trade and export finance. Overseas
activities are conducted in three primary ways: through the
Group's correspondent banking netwerk, one of the larpest
in the world, which enables us to offer a highly cflficient
rapge of international payment and trade finance servicess
through direct representation via our network of branches
oversens: and through sharchokdings in overseas compasies,
notably our subsidiaries in Australia, Canada, France, West
Sernmany, Hong Kong, Singapore, Switzerlind and the
United States,

The -ector contmued in 1986 the impressive growth in
operating profits recorded over the past few years, This was
particularly gratifying in the light of a number of unhelpful
external factors, particularly the continuing  problems
associated with rescheduling comntries” debt.

The sticcess of the International Banking Sector, despite these
developments, reflects a number of factors. Most importam
perliaps has been a heavy investment in people, while the
atienoon which has been focussed on eredit policies has
meant 4 much tighter approach to lending, with a consequent
enlanced quafity of the loan portfolio and 2 better
monitoring  of day-to-dlay  business  rishs. Substantial
investient in information technology has also allowed us to
achieve comsiderable improvements in productivity.

In the electronic banking sphere, Midland is now the
dominant force in the importait Londen CHAPS marker,
with its share of overall business now over 50%. It =
bunlding on this expertise, in providing highly sophisticated
payment systems and cash muanagement services to the
COrperate secter.

In its mternational trade and export finance department,
which now inelndes trade finance activities formerly carried
ot in Samuel Montagn, Midland Tas probably one of the
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ictured on the floor of the Disseldogl Stock Lchange are Flerbent

1L Jaobi, (right) Chainman of tie Managing Partners of

Trinkans & Burkhandt, and e Nagel, Divecior of the Bank's

liguidity maagesent service for corparate customers, whide wwas
suieensfifly lannied in 1956,

Trnkeaies & Burkhardt is a meter o) the Group, aind w German
private banking howe with a 200-yorr history. It s capacty as Five-
President of the Stock Lxchange, Mr_fawhi v ontimaning the Bak's
nnbroken tradition of membership of the Iainge’s board, whuch
extends back more than 100 years,

Trinkars & Burklundts assocation with the Exchange has yained @
sew duncuston thronght teo inpertant transactions of ¥ e, A1 the
end of 1985 came the hughly succesyfial flonanon of some 0% of the
Bande’s equeiry, foltorwed int Deccnber 1986 by an equity-lireked homl
isstre ehich weas abso well received in the market,

pasiets
QiR
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M tllarsed Bank 54, headynartered w Parns, b made sceowsjul
antry e the ughly competetare howe wortgage ket m

{rame

Heee aaspmer noves peranal wdone Jomr Mme ¢ eale du

Hlganet, ot wienthior of MBS AN feasie baws e at 1y offies 1y o
wodient whbmh of Pares

srongest operations of s npe The gies the Group
conaderable advantages i serviong the needs of waporing
and esporey costeners the world ever This operaton i
mutched by the contmumg, development of MudAval, the
seetors Forfaitng operatin.

Fmally, the perfornunce of vverseas subsidunes improved
conderably: all of them  meressed  ther  earmings
substantally, with Innkaus & Burkhardr i West Germany
and Midland Bank 5A i France bemng worthv of speeial
mention., The overseas branches had a good year, with New
York branch Jdomg parncularly well,

INORTH AMERICAN STRATEGY

We have recauned some specialised elements of the Crocker
operations to asist both 1 our aternational and 1 our
capital markets strategy. We now have some very good
branches and offices m the Asia-Pacific area and we are
fortemate in also having a US government primary securities
dealerslup, bemg one of only two Brinsh banks to be in such
a1 position,

The segregation of some of Crocker’s poor quality lending
inte Bracton Corporation, w'iich was set up speaifically to
muanage these problem assets, has proved a constructive
move, We have a competert work-out team and we consider
that the levels of prosvmsions are realistic,

“The disposal of Crocker has enabled us to develop our North
Amencan strategy tn 1986 on lines which we behieve to be
conststent with the opportumities available i the market and
with the emerging shape of the Group. In addstion it wll
help to integrate a widely diverse set o businesses currently
operating largely independendy, ranging trom Midland
International Trade Services to Thomas Cook. In particular,
the Crocker entities have been combined with Midiand's
New York branch treasury and foreign exchange dealing
operatioms and with the activities of Samuel Montagu, New
York, to torm a fully megrated myestment banking unit.
This wall rrade under the name of Midland Montagu Capital
Markets,

The mtegratton of all Anancial  marker trading  and
mvesenient bankmg activites m the US provides a significant
nuclews of talent and eritical mass from which ro lameh
progressve mivestment: banking etfort m thiy important
market. It will also complenient and support the orgination,
dealing and distribution strengtly of the Group throughout
the world,

GROUP FINANCE

The finnce finction throughout  the OFgANIIton 1S
responsible for ensurmg that we have effective financial
controly and information systers, and for capial structore
and taxation, ws well as playmgz an wmaportant role m the
development and eritical asessment of' strategic objectives.

At the begmmng of 1987, Lin Tegner jomed uws from
Bowater Industeres as | drector, CGiroup Finance, in sticcesion
o Michael Julen. e ko g responsiluhity for our
relationshps with the wnestment Lommunity, ;
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F in 1986, the Group stfl has a

Midlawd has aver SO0 people o1 the COmINTY fu dnvesiment banleing,
trade fivnaice, “Thowas ook peratrons and commerciad imernational
banking. Theee represent a grotwing wndre of stoney and apital marker
capabilities, banking wnd corporate_finace professionals amd trade
specialists apable  of  pranng  together fomplex: cross-border
franisactions. Midland s professional resonrces in personnied, finanee,
systemts, eredit and kitfed aperating support staflable te ensure thet an
ever-grewing level of both paper aad electronic-hased transecsion are
processed in an efhuient amd acivare manner,

In the phowgraph, Dong 18 erlmich, {eenire) Regfomal Direcror
North Awmenca, b seen revewing o sompie proposal with Dick
Peterson,  Senfor Uie-President, ¢ orparate, and Nan Logan,
“lsvstant Une-Prewdont, Crabit The proposed fed wlinarely 1o
substantral ivieme Jor the New York bramh,

office and back-oflice areas of Midhind Montagu and oue
Corporate Banking Sector,

We are building on the advantages offered o us by the
MIDNET commumicanons network. This provides data
communcation facthues for Midland Bank and  Thomas
Cook s well a5 Jmks to all othe Group compames
throughout the Urited Kingdom The network  the tirst of
sts kind amongst the elearmg banks. It wall provide the basis
for the rmgranon from our exating Burroughs computer
system to new [BM systens., In 1986,a Head Olee network,
HONET, was mtroduced, ensurng that an evolutionary
path 1o 4 new peneration of telecommunications networkimng
could be achieved throagh the we of the latest mtegrated
digital technology.

In summuary, we are focussing our techrology inareas where
value to our shareholders can be wignificantly mereased.

C OMPLIANCE

The new financal and regulatory environment has greatly
inereased the risks of conflict of interest arising within large
groups such us ours, 1 believe we have a duty to do
everything in our power to ensure, and be seen to ensure, that
nvestors and all others who deal with us are fully protected;
and that we ourselves scrupulowsly obey, both in letter and
spiric, all relevant laws and regulations, To this end we have
devoted  considerable  resources to ensuring - effective
compliance with the provisions of the Finaneal Services Act
and with the standards expected of 2 major clearing bank.
Very good progress has been made: a Group com,tunce
committee and officer are in place, as are compliance
committees and officers for each of the sectors. Com pliance
machinery is also in place for each of the legal entities.

We make no apology for the extra costs that this will entail as
we strongly  believe that practitioners throughont the
finncial services area must do everything in their power to
maintain public and political confidence i the new
arrangements.,

PresoNNED

INFORMA’I‘ION TECHNOLOGY

In my mtroducton, I tonched upon the cructl role that
information technolory plays and  will play in the
competittve market position of the Crroup. It s with that
recognitton, and an agprectation that the Group has some
ground to make up, tha we appomted Gene Lockbart as
Chiel Execut.ve, Inforn won Technology, for the Group.
We are making progress v a number of areas.

A muyor myestment i our reta! banking systems allowing
us both to restructure our branel netwerk and to adopt an
inerered level of customer orentation for marketing, sales
and operations efforts m the  Retal Bankmg  Sector.
Investment - our mnternational and domestic payment
EFAMMMESIN SWAIets 1 PROSOrving oy position s a
recognised market leader. Stratepre mvestments n
technology are bemg made to support the improved front

To my mind, nothing will srove more mportant to the
ultimate success of the Midlmd Group than imaginative and
professional management, training and developmient of the
people who work in it

A number of initiatives are in hand across the sectors to
improve management education and training, to recruit hiph
calibre individuals and to enable all staff to realise their full
potental. At Group level, we lave introduced 4
compreliensive education training strategy which has
mvalved London and Manchester Business Schoods in the
development of general management prograimmes. We have
also developed 2 umified Group graduate recruitment and
development programme and mtroduced a svstematie
approach to the identification and development of high
potennal stail,

The withdrawal from the Federation of Londen Clearing
Bank Employers m December 1985 has created the
opportumty for the Bank to act with 4 new freedom to
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radates wha join the Group paricpate m aceleated trammg
G shemes wlnch sivolve them s w wide vangty of werke Dhvect
contect wnlle cortean v takes phaie at the rarlicr oppariumty as part of
o hallemginy posal dovedapnt progravene
Rebecca Soams, thiee weod  Ivermanendd Bankmg Sitor
Sepresaber 1985 atter graduateng m hne 3t Cambridge She 1s wen
bete cuide e o the by itenzanonal brandes ar Fleathrow
Awport wyth a cudemr and " Meer and € srect gutde prom Thoma
Chovk. Rebead b aleady workied nn o wsanber of difflerent lozartons.
Carvently, e v cigtied on sy ot war of duty m Aetrahia,
A rachidt -he wiil reweor o the Unneed Kingdom ta sake i nene
dsniment
Carcer develepmeant s e et o plamned m comaltation with cad
wdiesditl moamber ot saff and perenal oy ey aeed T
pon™s progress v bawd e ot and woneond agaunt ther
ohseatives “Eyand st wanagenzoat devclaposens Jueess the €omp
Claner Pogninal € ey sedd! forec it attention on e b ondrsdiats
grotestival, swetubd cmevraging thesr wltudevelopment through porondd
counselliny € adiates will anend s centre wntn B it e
years wn te Lroup
The € swoug. rearinted 280 praduates ur 1986 and oner fanget for 19587 1
125
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The Team v A by Baend Ml cond roviicha. anovponen of

adconntut teony the Bl efine of Arfimr Ander:on & s,
and Derek Stoker, an epont Bndtie speaaitd trom Mdland's
Iternatenal Banking Sector thackoround:

Here we see the Toam mechony with Ken Prowd, Manaqung Dirccior
of James Cooke & Nong at one it the company s preses They are
J;J;p g export production of a speedenseter dial beig rroducd por
the Ford Motor Company

Over B0 companes have been vestted by the Tean sonde of 1 Jormed.
The Team's mitual role has been expanded and pt new offers belp 10
sompanics with their business plans, smanagement huy-onts, startup
praposals and probles selimg

deternme pay and condions for ity staf relevant o 11
market needs, Qur 1086 pay settlement, agreed wiih our
umons, ASTMS and BIFU, addresed the problem of low
pay tor jumior clerscal staff, ehimmated age-related seales and
brought certan managerai salanies more mto lme with 4
competiive market postion,

I would Ike to add my personal endorement o our
establishizd comnutinent to equal opportumties, which 1
believe to be vial m emuring that the Group wes all 1
talents to 1y greatest posible benetit,

There have been a substantial number of statf changes during
1986 a5 4 comsequence of the introduetion of the new secroral
structure, I addinion, however, there Fa e been 4 few
sigmificant movements mio and out of the sroup other than
thee mentoned by the Churman.

Pam pleased to welcome Stewart Gager as ¢ iroup Risk
Management Darector and Peter Axten as Chief’ Executive,
Mudland Montgu Awet Mamagement. A number of
members of our senior execunye management team have
either renred or revgned to ke up new opportunities
durmg 1986, These were: David Harber, John Bennett, John
Boreham, Ernc Crawford, George  CGalhespy, Peter
Hargreaves, Robert Logan and Peter Nicholson. T would like
trthank them all for their contrbuttons to the ¢ sroup which,
N most cses, spanned their entire working lves,

Iwould like to record my pervomal thanks to all sttt
throughout the Group for ther efforss, enthusiasm and
eomniment m .k vear that has entailed a great deal ot change,
axl y granude Sor the warmth of their welcome and

ANISLIICE gIven to me u.lurmg ny first months withm the
Crroup,

Needles to say 1987 will continge to bring much change,
mternal and exte.nal, but the emphasiy e are patting on the
development of oue st witt enable s, L surre, ta respond
siveesstutly o these challenges,

kar /LK VM,L Ot,(z%

It March 1987 Kit MM lahon
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ANALYSIS OF SHAREHOLIDERS

At 31 December 1986

Class of Sharcholder

Women

Joint accounts

Commercial and industrial companies

Charities, local authorities, hospitals, colleges, ertc,

e s o o e s

Pension funds and pension t1 ustees

Investment trusts and funds

Shares held

1-100

101-250

251-500

e O i T QT

1001-5,000

500110000

10001-25000

25,001-50,000
20001-250000 .

25930701 :1‘11({ over

Number of  Percentage Number of  Percentage
Shareholders of total Shares held of total
46,701 44.69 28,367,522 1223
37,350 35.74 22,036,679 2.50
16,134 1544 23,278,425 10,04

613 0.59 28,267,748 12,19

570 0.54 1,879,671 0.81

480 0.46 6,138,130 2,65

2,180 209 99,420,340 42.88

145 0.14 12,931,659 5.58
R0 9570 an
104,494 100.00 231,859,884 100,00
Number of  Perceatage Number of  Percentage
Sharcholders of total Shares held of total
12,757 12.21 719,125 0.31
19,759 18.91 3,508,655 1.51
26,822 25.67 10,176,575 4.39
27,005 25.84 19,877,106 8.57
16,559 15.85 29,758,521 12,83

667 0.64 4,795,526 2,07

321 0.31 5,430,180 2.34

198 0.19 7,596,717 328

278 0.26 33,775,222 14.57
LB ez usamas s
104,494 100.00 231,859,884 100.00
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Midiand Bank plc

DOARD OF DIRECTORS

Chairman

Deputy Chairman and
Group Chief Executive

Deputy Chairmen

Directors

Secretary

Sir Donald Barron, Dt

*Sir Kit McMahon

Sir Alex Jarrate, s
Sir Patrick Meaney

*}. A, Brooks
*E, W. Brutsche
Sir Jack Callard
Sir Kenneth Corfield
Sir John Cuckney
l. F. Hay Davison
*H. P. de Carmoy
A. W. Forster
*B. L. Goldthorpe
*]. G. Hariis
Sir Derrick Holden-Brown
Sir Trevor Holdsworth
G. Maitland Smith
3. Q'Cathain
*], Paterson
Sir Eric Pountain, pr
*L N. Tegner

J. R. Skae

*Execurive Directors

\JROUP EXECUTIVE COMMITTEE

Group Chief Executive
Deputy Group Chief Executive

Director, Central Resources
Management and Administration

Director, Group Finunce

Sector Chief Executives

Chief Exccutive, Information
Technology

Group Personnel Director

Secretary

Sir Kit McMahon
J. A. Brocks

J. G. Harris

L. N. Tegner

E.W. Brutsche - Investment Banking
H. P. de Carmoy - International Banking
B. L. Goldthorpe - Corporate Banking

I. Paterson = Retil Banking

H, E. Lockhart

J. Thackway

I R. Stkae
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LRECTORS INTERESTS

Directors’ interests in the shares of Midland Bank plc

Beneficial interests Shares at Shares at
31 December 1986 1 January 1986

{or date of

appointment

if later)

Sir Donald Barron 3,124 3,124
J. A. Brooks 4,546 1,781
E. W. Brutsche 500 500
Sir Jack Callard 701 701
Sir Kenueth Corfield 1,250 1,250
Sir John Cuckney 312 312
L. F. Hay Davison Nil Nil
H. P. de Carmoy 100 Nil
A. W. Forster 1,000 1,000
B. L. Go]dthorpc 2,496 2,142
J. G. Harris 4,361 7,181
Sir Derrick Holden-Brown 2,000 2,000
Sir Trevor Holdsworth 312 312
Sir Alex Jarratt 1,812 1,812
G. Maitland Smith 500 5¢0
Sir Kit McMahon 1,180 680
Sir Parrick Meaney 312 312
D, O'Cathain 1,000 1,000
I. Paterson 1,407 1,407
Sir Eric Pountain 1,500 1,500
G. W. Taylor 5078 2,446

Shares for which directors have oplions to subseribe under share option
schemes

Shares at Shares at

31 December 1986 1 January 1986

{or date of

appointment

if later)

J- A, Brooks 29,228 15,081
H. P. de Carmoy 1,997 1,997
B. L. Goldthorpe 22,706 8,706
J. G. Harris 24,632 10,632
I, Paterson 22,546 22,546
G. 'W. Taylor 79,989 22,091

At 31 December 1986 no director had any non-beneficial interest in the
shares of Midland Bank ple or any interest in the shares of subsidiaries and no
director had any interest in the loan stocks of Midland Bank ple or its
subsidiarigs,

No changes in any of the above interests oceurred between 31 December
1986 and 2 March 1987.

Mr L N. Tegner has at all times since his appointment as a dircctor in
January 1987 held a beneficial interest in 500 shares of Midland Bank ple,
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Midland Bank plc

HEPORT OF THE DIRECTORS

PROFITS AND APPROPRIATIONS

“Fhe profit of the Group att 1butable to members of Midland
Bank ple for the year ended 31 December 1986 amounted to
L242m and has been dealt with as shown in the ronsolidated
profit and loss account on poge 27.

A fisst interim divader d of 11.5p per share was paid on 2
Qctober 1986. The directors have declared a second interim
dividend aniounting to 15.5p per share payable on 3 April
1987 in respeet of 1986 instead of recommending a final
dividend at the annual general meeting,. The interim
dividends total 27.0p per share, (25.5p per sinare in 1955).

(GROUP ACTIVITIES

The Bank and its subsidiaries, operating in the United
Kingdom and in other parts of the world, provide a
comprehensive range of banking, financial and related
services.

—SHARE CAPITAL

During 1986, 1,182,488 shares were issued in respect of the
exercise of options under the share option schemes at prices
ranging from £26752 1o £3.94 per share.

‘The resolution to be proposed as resolution number 13 at the
forthcoming annual general meeting seeks to increase the
authorised share capital of the Bank from £315,000,000 to
£400,000,000 by the creation of 85,000,000 shares " £1
cach. The proposed increase is to maintain a reasonable
margin of unissued capital. Assurning the resolution is passed,
42% of the Bank's authorised share capiral will be unissued,

The resolution to be proposed as number 14 seeks to roll
forward for a further peried of five years the authority that
was granted to the directors by shareholders at the annual
general meeting held in 1986, The resolution, if passed,
would empower the directors to allot shares of a nominal
value up to £77,286,628 at any vime within the next five
years.

Resolution number 15 proposes that in certain specified cases
the directors be authorised to allot shares for cash witiiout
first having to offer such shares to sharcholders in proportion
ta their existing holdings, Paragraph (i) of the resolution
would permit directors, in the event of a rights issue, to make
appropriste exclusions or arrangements to deal with
difficulties where, for example, there sre legal, regulatory or
practical reasons why it may not be posstble to issue new
shares 1o some sharcholders, particularly those resident
overseas, This part of the resoludon, if passed, will last for five
years, ‘The directors currently propose 1o roll forward this
atthority fora further five yearsat each future annual general
mecting. Paragraph (i1} of the resolution would permit the
directors to allot shares up to the limited amount shown 1n
the resolution for cash other than by way of rights ssue (for
example, where the directors wish to raise additional capital
1 an overeds country by the issue of Midland Bank shares),
[ his part of the resolution, i€ passed, will Tt until the nexe
anaad generad meeting when renewal will be wwght.

Paragraph (i) ot the resolution pernits the authorsations m
paragraphs (1) and (u) of the resolutton to contiaue beyond
their expiry dates i relation to allotments under an offer or
agreement to 1ssue shares which was made prior to the expiry
date, The Banks conunuing obliganons o The Stock
Exchange no longer require it to obtan shareholders’ prioy
approval of any actual isue tor cash which 15 within the
terms of this resolution,

The directors believe that these authorities, which are similar
to those given in previous years, would provide the Board
with a prudent measure of Rexibility for them to act in the
Bank’s interests, There is no present intention te issue any of
the unssued authorised capital except for the purposes of the
existing employee share schemes. No issue will be made so as
to change centrol of the Bank without prior approval of the
sharcholders.

The directors are not aware of any person having a beneficial
interest in 5% or mere of the Bank’s issued share capital.

T OAN CAPITAL

During the year the Bank made the undermentioned Joan
capital 1ssues:

£250m Subordinated Foiing Rate Notes 2001
US8$300m Undated Floating Rate Primary Capital Notes.

The net proceed of both issues are beiig employed in the
conduer of the business of the Midlana Bank Group.

DIRECTORATE

Mr . I, Greenwell and Mr M. F, Julien retired from the
Board in September 1986, Mr F. V. Cahouet in October
1986 and Mr G, W, Taylor in February 1987,

Mr J. A. Brooks and Sir Trevor Holdsworth retire by
rotation and, being eligible, offer themseives fu
reappointiniznt,

Sir Jack Callard also retires by roration but does nor seck
reappointiuent. Sir Donmald Barron will retire from the
Board at the conclusion of the forthcoming annual general
meeting and will be succeeded as Chairan by Sir Kit
McMahon who becomes Chairman and Group  Chief
Exccutive, Sir Kit was appointed to the Board in April 1986

and was re-elected at the annual general meeting in the same
munth

Appeintments to the Board have been made as tollows:
Mr A, W Forster in July 1988; Mr E. W, Brutschie, Mr { P,
fic Carmoy, Mr G. Maitland Smith and Mr [, Paterson
in September 1986; Mr 1. R, Hay Davison in October 1986;
Sir Eric Pountain in November 1986 and Mr 1. N, Tegnez in
January 1987. In accordance with the Articles of Association
these directors wall retire at the fortheomiug annuat general

meeting and, being eligible, offer themselves for
reappointment.

Mr Brooks, Mr de Carmoy and Mr Paterson have service
cantractswhichare subject to termination on two years' notice,
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Mr Brutsche has service contracts which cun be terminated
on 31 December 1988, Sir Trevor Holdsworth, Mr Forster,
Mr Maitlind Smith, Mr Fay Davison and Sir Erie Pountain
have no service contracts with the Bank or any of its
subsidiaries. Mr Tegner has a service contrace which is subject
to termination on three years” notice,

The names of the present directors of the Bank ure shown on
Page 20 and brief biographical notes on pages 62 and 63,

The directors’ interests {as defined in the Companies Act
1985) in the shares and loan stocks of the Bank and s
subsicliarics are shown on page 21,

BOARD COMMITTEES

The Audit Committee consists of the following non-
executive directors: Sir Derrick Holden-Brown (Chairmany),
Sir John Cuckney, Mr L F. Hay Davison and Mr G. Maitland
Smith.

The Remuneration Committee, which deals with the terms
of service of directors and senjor executives of the Group,
consists of the following non-cxecutive direcrors: Sir Patrick
Meaney (Chairman), Sir Alex Jarratt and Sir Kenneth
Corfield.

The Group increased 1o 10095 ity investment in the London
stockbroking firm formerly known at W. Greenwell & Co,

The Group has disposed of its 75% interest in the Markt
Group of European import distobution companies to certain
directors of those companies, Midland’s suditors have
confirmed that the consideration of L170,000 cash and
A£639,000 Duch Guilder denominated 8.5% participating
loan stock 1993 was fair and reasonzble so far as
Midland's sharcholders were concerned, Midland advanced
L170000 1o the Marke Group directors to finance their
equity stakes,

EMPLOYEES

The weekly average number of employees in the Group,
excluding those who worked wholly or mainly outside the
United Kingdom, and their aggregate remuneration for the
year were as follows:

employees £ millions

1986 1985 1986 1985

Midland Bank ple - 47804 47901 483 449
C)tl}cr_ Group Companie 19,568 18,522 198 177
61372 66423 681 626

ACCOUNTING FOR THE EFFECTS OF

EMPLOYEE COMMUNICATION &

INFLATION

INVOLVEMENT IN THE UNITED KINGDOM

The following information concerning the effects of
inflation gives the key profit and los dccount elements
prepared on the basis of Statement of Standard Accounting
Practice 16, Current Cost Accounting, consistent with
previcus years.

1986 1985

4 L

millions  millions

Current cost profic before taxation 382 276

Current cost profit afier tayation 210 69
Current cost profit anributable o

members, of Midland Bank ple 191 58

Current cost earnings per slre 82.4p 25.4p

Dividends 27.0p 25.5p

SUBSIDIARY COMPANIES

At an extraordinary general meeting on 23 April 1986
Midland Bank sharcholders approved the sale of Crocker
Natiomal Corporation to Wells Fargo & Company. On 36
May 1986 the sale was completed for a cash consicleration of
USS11I7 million,

With the establishment of the Groups four new business
Sectors, migor attention was given to effective two-way
communication  berween tmanagement and  employees
within the Midland Bank Group. Each of the sector chicf
exeeutives was engaged mgjor communieation exercises
during 1986 to explain the organisational and strategic
significance of the new structure to all stafl.

In addition, 2 new mternal publication, Midland Group
Bulietin, was launclied, 1 purpose is to deseribe major
business and strategic developments of interest to actug] and
potential managerial staff, As such it complements the Group
tewspaper, with its more general appeal to all groups of staff,

Established communications exerciscs, such as the regular use
of video programmes, the hait-yearly Management-Staff
Communication meetings and the Staff Suggestion Scheme
continued 10 play their important roles,

During the year there continued to pe considerable staf
involvement in the various employee share schenas and
more than 10,000 Group staff chose 1o take their profit
sharing allocations in shares, To enst,re that the limit was not
exceeded on the number of new shares which ~ould be
issued, the shares required were purchased on the Stock
Market, A further 3200 staff exercised options granted
under the Savings-Related Share Option Schenie and sone
8,600 staft and former staff, who had previously received
shares  through the Profit Sharing Scheme, became
sharcholders in their own right,
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Negotiations and consultations continue to take place on a
range of issues between management and representatives of
recognised unions within the Midland Group. The principal
umons involved are the Banking, Insurance and Finance
Union and the Association of Scientific, Technical and
Managerial Sraffs.

Following withdrawal from industry-wide negedations
at the end of 1985, Midland Bank negotiated its own
pay agreement in 1986 and discussions started for the
introduction of a new system of job evaluation for clerical
staff,

EMPLOYMENT OF DISABLED PERSONS

It is the policy of the Bank to promote equality of
employmen:  opportunities by giving full and fair
consideration to applications from disabled people for
vacancies where particular job requirements are considered
to be within their ability, When existing employees become
disibled, every effort is made to retin them within the
workforce wherever reasonable and practicable, The Baplk
also endeavours to provide equal opportunities in the
training, promotion and peneral career development of
disabled employees.

EMPLOYEES’ SHARE OPTION SCHEME

Following the Finance Act 1986, savings-related share option
schemes may now allow a right of exercise by option holders
whose employment with the Group ceases on the sale of the
subsidiary or busttess in which they are employed. The
directors propaose to incorporate this pravision in the rules of
the Bank’s scheme and so bring it into line with modern
practice. Sharcholders will be asked to authorise this change
at the forthcoming annual general meeting when the rules of
the scheme will be available for inspection.

TIONATIONS

During the year the Group made donanions wn the Umited
Kingdom for charitable purposes amounting w0 £1,093,3t.
Included in thns sum 1s an amount of £315,0(4. which relates
to the ' L1 for £1 Staff Charity Scheme Jaunched i 1986 to
celebrate the Bank’s 150th anmversary, The Bank also made
larper charitable donations dusring 1986 as a special
acknowledgement of its 150th yesr. No donations for
political purposs were made,

As evidence ot its commitment to a plinned community
affairs  programme, which includes sponsorship and
secondments as well as donations, the Bank has joined the
recently-launched Per Cent Club of companies which agree
to expend §% of pre-tax profits in cash, or kind, on
charitable or community activitics.

{_LOSE COMPANY PROVISIONS

Midland Bank ple is not a close company as defined in the
Income and Corporaticn Taxes Act 1970,

AUDITORS

Ernst & Whinney have informed the Bank of their
willingness to continue in office as auditors. In accordance
with Section 384 of the Companies Act 1985 a resolution
proposing their reappointment as auditors and giving
thority to the direct. .z to fix their remuneration will be
*sublyitted to the annual general meeting.

—-‘-"-_,-—- ?

Poultry, London
4 March 1987

by ordpr of the Board
J-\R. SKae, Secretary

K EPORT OF THE AUDITORS

To the members of Midland Bank ple

We have audited the accounts ser out on pages 25 1o 47 in
accordance with approved auditing standards. The accounts
have been prepared under the historical cost convention as
explained in accounting polcy (a).

In outr opinion the accounts give a true and fair view of the
state of affhirs of the compiny and of the Group at 31
Derember 1986 and of the profie and sotirce and application
of funds of the Group for the year then ended and comply
with the Companies Act 1985,

Emst & Whinney
Chartered Accountants

London
4 March 1987



Midiand Bank Group

AACCOUNTING POLICIES

The principal accouniing policize adopted by the Group are
sct out below and are conststent with those adopted in 1985,

Accounting convention

‘the accounts are Ercparcd under the historical cost
convention modiJed by the revaluation of frechiold and Jong
leasehold properties,

Basis of consolidation

The Group accounts are prepared in accordance with Sections
258 and 259 of, and Schedule 9 o, the Companies Act 1985
and deal with the state of affawrs and profits ot Midland Bank
ple and all its subsidiaries and the attributable share of profits
and reserves of its associated conparues.

The accounts of certain subsidiaries are made up to 30
Seprember or 31 October in arder to avoid delay in the
presentation of the Group accounts. For certain of the market-
making subsidiarics, the accounting reference date is the
nearcst London siack exchange market settlement dare prior
to 31 December.

Bad and doubtful debts

Specific and general provisions for bad and doubtful debts are
baszd on the year-end appraisal of sdvances. The specific
clement relates to idenntied risk advances; the general
clement relates to other advances where possible risks are
anticipated. The charge in the profit and loss account
cceordingly represents the net increase 1 provisions less
recoveries for the year.

Interest on bad and doubtful loans continues to be charged to
the customier’s account and eredited tu interest income where
insolvency law permits, aithongh in most instances a
corresponding specific provision is made. When it becomes
aprarent that recovery is unlikely, interest ceases to beacerued
and the outstanding debt is written off,

Instalment finance

Income feom fixed rate instalment finance business, after
making a deduction for certain initial expenses, is credited to
profit and loss account in proportion to the reducing balance
outstanding. These balances are stated in the balanice sheet
after deduction of unearned charges and interest.

Equipment lcased to customers

Incume from leasing contracts, other than those with major
recourse or similar agreements, is credited to profit and loss
account in proportion to the funds invested. The great
majerity of sveh leases relaes to finance leases since
substantially all the risks and rewards ateaching to the assets
leased are transferred to the Jessee.

Where leasing contracts are covarcd by majer recourse or
other simular agreements, income 15 released to mantain the
ook amount of the asct at a value coy sistent with the
contractual arratigements,

Sinree UK lease rates reflect the tax benefits which will accrue
to the Group from future reduction: in corporation tax rates
and which lave been taken into account i arriving at the UK
tax: charge, a provision, in the form of tax credit equalisation,
has beer made to reduce leasing balinees to amounts which
would eguate with the principal element of the future res tals.

f Depreciation of premises znd equipment

‘he directars have reviewed the lives of frechold and long
leaschold buildings (50 years and over unexpired), and
consider that, exeept for certain specialised propertivs, residual
values are such that 3 nil rate of depreciation should be
applied: therefore, from | January 1986, such propertics are
no jonger deprecisted.

Previously, such freehold and long leaschold properties were
depreciated at rates ranging from 15% to 5%. Specialised

-

L

properties contmue to be depreciated ¢n an individual basis
having regard to their antcpan & weful lives,

Other Jeaschold Jand and by 1.5 are written off on the
straight-}ine basis over ten years, or ihe period of the lease
whichever 1s the shorter, O solescence of buildings is charged
to profic as it arises.

Furniture, fittings and equipment are depreciated on the
straight-line basts over their estumated useful lives at rates
ranging from 5% to 50%.

Dealing assets

W here assets are acquired with Jie intention of reselling them
in the short term at 3 profir, they are stated in the balance sheet
at market value.

Income from dealing assets arises in two ways, interest income
and desling income. Income from dealing assets is now
analysed hetween ‘intercst receivable’ and other operating
income’, as appropriate, rather than being reported in ‘other
operating income’, and 1985 figures have been restated on a
compzrable basis.

%ixed interest investments

Where fixed interest investments with fixed redemption
dates have been purchased for the long term ata premium or
discount, these premiums and discounts are amortised
through the profit and loss acceunt over the period from date
of purchase to dute of maturity. If the date of maturity is.u the
borrower's option within a specified range of years, the
maturity date which gives the more conservative result is
adopted. These investrents are included in the balance shees
at amortised cost,

Profits and losses on the realisation of these investiments are
dealt with in the profit and loss account as they arise.

Retirerent benefits

Aunual contributions are made to pension schemes on the
advice of actuaries for funding of retirement benzfits and
these are charged to profit and loss account as incurred. In the
case of certain overseas subsidiaries, retirement benefits are
funded so as to conform with local law and practice.

Deferred taxation

Deferred taxation is caleulated, using the liability methed, on
all timing differences to the extent that they are likely to
erystallise in the future.

Currency translation

Assets and Habilities of UK resident companies maintained in
foreign currencics, including investments in  associared
companics and trade investments financed by loans in fo:eign
currencies and conmitments for future purchases or sales, are
transhated inro sterling at the eschange rates ruling at the
balance sheet dates of those companies and any differcnce is
taken to profit and loss accouat.

On consolidation, the accounts of oveneas sub.idiaries and
associated companies are translated into sterling at the
exchange rates ruling at their balance sheet dates and the
consequential adjustmients to the opening balances are dealt
with through reserves.

Premium on acquisition of shares in associated and
subsidiary companics

Premiums on acquisition of shares inassor fated and subsidiary
companics are written off 1o reserves in the year of
acquisition.

Investments in associated and subsidiary companies

Midland Bank plc's investments in associated and subsidiary
companies are stated at its share of their net tangible asscts.

L e e e i — et
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Midtand Bank Group

.ANALYSIS OF INTEREST RECEIVABLE, INTEREST PAYABLE,

OTHER OPERATING INCOME & OPERATING EXPENSES

Year ended 31 December 1986

Interest receivable
Short-term funds
Dealing, assets . N
British Government securities (Jisted)
Otjwr ipvesnpgnts ~ listed

_uniisted

Advarices to custoiners

Placings with banks (over 30 days)
Instalment finance
Finance leascs )
Interest payable

Deposits

Perpetual floating rate notes, subordinated loan capital
and long-term borrowings (sec note 5) o

Other operating income

Service charges, fees and other banking income

Foreign exchange earnings

Travel income

Income from trade investments (listed)

Profit on sale of investments -~ fixed interest

uther

Profit on sale of interests in subsidiaries and
associated companies

Profit on disposal of fixed assets

Operating cxpenses

Seaff

Pension costs

Premises and equipment
Depreciation and antortisation

Hire of computers and other equipment
Rents payable
Other

Crcher

47
66

48

1,053
151

20

80
176

1986

571
200
65

113
3,700
522
121
136

5.428

3,559

198

3757

816
110
87

51

1,099

1,204

358
445

2,007
e ]

Amounts in £ millions

45
64

16

1,073
127

99
25
89
192

1985

700
175
84

109
4,180
626

1] i—n
1= fec

178

. L

806
80
82

20

13
47

1049

1,200

405
468
2073

-
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CONS OLIDATED PROFIT AND LOSS ACCOUNT

Year ended 31 December 1986

Interest receivable

Interest payable

Net interest income

Other operating income

Operating income

Operating expenses

Trading profit before charge for bad and doubtful debts

Chuarge for bad and doubtful debts

Trading profit

Share of profits of associated companies 6

Profit before taxation

Taxation 7

Profit after taxation

Minority interests

Profit attributable to members of Midland Bank plc

Dividends 8

Retainied _groﬁt

Earnings per share 9

Movements in reserves are set out in note 26

1985 includes the results of Crocker National Corporation for 12
months, 1986 includes its results for five months; more information
is given in note 32.

Amounts in £ millions

1986
5,428
1,671
1,099

2,770

179

104.2p

1985
6,124

434

1,783

1,049

2,832
2073

759
431

328

23

351

207

144

532.0p
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(_ONSOLIDATED BALANCE SHEET

31 December 1986

ASSETS Notes

Liguﬁd assets ) 10

Items in course of collection

B A P —— 1 e T SR

Certificates of deposit

Dealing assets o 11
Investments 12
Debtors ) 13
Advances and other accounts 14
Trade investments 15_
Investments in associated companies 16
Premises and equipment 18
LIABILITIES

Current, deposit and other customer accounts 19

Notes in circulation

Other liabilities 20
Deferred taxation 21
Long-term borrowings 22
Subordinated loan capital 23
Perpetual floating rate notes 24

Minority intcrests

Sharchoelders’ funds

Share capital 25
Share premium 25
Reserves ) 26

Nonald Barron, Chairman

Kit McMahon, Deputy Chairman and Group Chief Excecutive
J. A. Brooks, Deputy Group Chief Executive

. R. Skae, Sccretary

4 March 1987

Amounts 1n £ millions

1986 1985
7,975 8,728

579 1,307

527 361

2,622 2492
2,385 2105
1,388 408
26641 __414n
52,117 56,874

24 26

128 115

w o
5316 s
46,082 52,461
277 267
___L3n .5
48,329 53,541
280 263

273 268

1,094 498
1,082 892

90 235

232 231

276 275

1,513 1,341
L2021 L1847
53,169  ssom
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=
DALANCE SHEET
31 December 1986 Amounts in £ mulliens
ASSETS Notes 1986 1985
Liquidassets R 5,184 4,211
lems in course of collcton_ o 437 M
Certificates of depaosit T 272 157
Dealing assets 1 411 1,123
Investments . ;2. 1,214 751
Debtors 13 72 68
Advances and other accounts 14 25,265 22,321
Balances due by sgbsidiaries __1.’782 '_Fl 358
34,637 30,380
Trade investments 15 13 19
Investments in associated companies 16 86 76
Investments in subsidiary companies _11 2,197 20N
Premises and equipment 1% s __621 572
37,540 zr.'—%:‘—.l'.s
LIABILITIES
Current, deposit and other customer accounts 19 31,035 28,140
Other liabilities o o _22 272 275
Balances due to subsidiaries _ ~ 2,775 _ -_1“&:«2
34,082 30,264
Deferred taxation A o 21 — 6
iu_liordinated loan capital o _2__:1 186 136
Perpetual floating rate notes . 1,051 865
Shareholders’ funds
Share ¢ capirtal . W‘ES_ 232 231
§_h.fl:.cf_rff,tm"n - _ _ 25_> 276 275
Reserves. ) _ 2 1,513 1,341
T _ 2 _ s
3k 338

Donald Barron, Chairman ) .
K:t McMahon, Deputy Chairran and Group Chief Executive

} A, Brooks, Deputy Group Chief Exceutive
J R, Skae, Secretary ' M
4 March 1987 , m— "M/L %\m
%*l meg? - P AR
\}‘N— -

25 s
«zmw ¥ N =
fn(\ﬁ/ ' \)@W"E‘u" -
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Midiand Bank Group

STATEMENT OF SOURCE AND APPLICATION OF FUNDS

Year ended 31 December 1986

Source of funds
Profit atributable to mermbers of Midland Bank ple

Adjustments for items not involving the use of funds

Loss on disposal of Crocker National Corporation

Depreciation of premises and equipment

Deferred taxation

Minority interests

Amount retained by associated companies

Orther items

Funds generated from operations

Funds from other sources

Net proceeds from disposal of Crocker National Corporation

Disposal of trade investmer .. i associated companies

Disposal of premises and eq L.aent

Increase in share and loan capital

Minority interests

Application of funds
Dividends paid

Purchase of trade investments and associated companies

Purchase of interest in subsidiaries

Purchase of premises and equipment

Minority interests

Working capital

Working capital

Advances and other customer accounts

Liquid asscts

Debtors and other assets

Current and deposit accounts and other liabilities excluding
dividends

Bunds movements for 1986 exclude the effects of the disposal of
Crocker National Corporation.

Amornts in £ aidhows

1986 1985

242 122

8 ——

90 99

(13) 23

13 2
(12) ™
2 N ..
326 195

738 —

25 68

9 139

397 586
L -
1,512 988

61 58

21 23

20 67

155 161
= S
257 352

1,255 636
1,512 988
4,081 (3,385)
1,417 (1,106)
2,730 1,198

.. . 16,573) __ 202
1,255 636



Kitgland Bank Group

~ INOTESONTHE ACCOUNTS

Amounts in £ millions

I TURNOVER

"The trnover of the Group as 2 whole 1 not shown as 1t results
mainly from the business of banking. Non-banking turneyer
consists of commissions on travel arrangements and sales in
respect of tour operations amounting te  £259m (1985
A235m). The aggregate Jeasng rentals were £373m (1985
AL300m) the mgjority of which related to Hnance leases.

Aggregate hire purchase instalments were

£273m (1985

(]

L)

A£299m).

RETIREMENT BENEFITS

Pensions for employees of Midland Bank ple and certain
wholly-owned UK subsidiartes are paid from a separate Trust
Fund set up under the Midland Bank Pension Scheme. The
annual charge to income represents payments by participating
companies to the Trust Fund, determined on an actuarial basis,
designed to build up reserves for each full-ume employee
during the employe’s working life to pay to the employee or
dependant a pension after retirement. Such pansions are based on
pensionable salary (i, excluding overtime, bonuges, ete) and
are determined by the length of service of the employee and his
{inat salary upon retirement, Pensions payable are limited to a
waximum of twe-thirds of final salary for employees with 40
years service or more, Staff do not make contributions for basic
pensions bur may make voluntary contributions 1o purchase
additional benefits,

Anactuarial valuation is carried out on the Midland Bank Trust
Fund tricunially to determine the payments to be made to the
pension fund. In determining these payments, account is taken
of estimated increases in salaries and pensions as well as
anticipated increases in the income of the pension fund. At 31
December $984, the date of the last actuarial valuation, the
actuaries confirmed that the lizbilities of the Midland Bank
Pension Scheme based on current salary levels and service to
date were fully funded.

The pension funds of Clydesdale Bank PLC and Northern Bank
Limited and cerain other UK subsidiaries are similarly
comstituted, Overseas subsidiaries make provisions for pensions
in accordance with local law or practice.

EMOLUMENTS

The number of directors of Midland Bank ple and their
dggregate emoluntents were as follows
19856

Number £000
of directors

1985
Number L0000
of directors

For duries discharged
wholly or mainly wittun
th Uniited Kingdom

Fees 81 62
Other 1,67! 7?4
23 1,752 17 846

For duties discharged
wholly or mainly outside
the United Kingdom

Fees 7 7
Other 1,032 848
1 1,039 2 855

24 2,791 19 1,701

In addition, sums paid or paysble by subsidiaries to
Mr F, V. Cahouet in respect of the termumation of his office as
Chatrman and Chief Exeeutive Officer of Crocker National
Corporation aggregared 53,929,600, including £897,200 in
respeet of estimated future pension obligations,

Pensions of 168,000 (1985 £147,000) in respect of past
services were paidi to tormer directors or their dependants.
L125851 (1985

The Clairman’s  emoliments  totlled

L106,990),

The emolunzents of the highest paid director who discharged his
duties wholly or mamly in the United Kingdom amounted to
L 188,840 (1985 £119.965).

Some of the directors served on the Board for part of the year
anly

The tables show the number of directors and employees of
Midland Bank ple, other than directors and employees who
drscharged their duties wholly or mainly outside the United
Kingdom, whose emoluments receivable from the Bank and its
subsicliaries fell within the bands stated,

4L 1986 1985
Dircctors

I~ 5000 4 1
5,001- 10,000 2 6
10,001~ 15,000 3 i
30,001= 35,000 3 2
40,001~ 45,000 —_ 1
45,001- 50,000 1 —_
75,001~ 80,000 —_ 1
85,001- 90,000 2 i
90,001- 95000 —_— 2
105,001-110,000 — !
110,001-1 15,000 1 —_
115,001-120,000 —_ 1
120,001-125,000 1 —
125001130000 1 —_
130,001-135,000 1 —_
140,001-145000 1 —
155,001-160,00" 1 —
180,001-185,000 1 —
185.001-190,000 1 —

Eniployees
30,000~ 35000 469 416
35,001~ 40,000 300 230
40,001~ 45,000 153 158
45,001~ 50,000 100 0
50,001~ 55,000 11 11
55,001- 60,000 10 5
60,001~ 65,000 6 b
65,001- 70,000 2 5
70001~ 75000 10 1
75001~ 80,000 1 —
80,001~ 85,000 1 —
90,001-- 95,000 —_ 1
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INOTES ON THE ACCOUNTS CONTINUED

4 AUDITORS REMUNERATION

1986 1985
Midland Bank ple o 0.5 03
Subwidiaries B 25 . ,2"5
3.0 30
5 INTEREST ON PERPETUAL FLOATING RATE NOTES,
SUBORDINATED LOAN CAPITAL AND LONG-TERM
BORROWINGS 1986 1985
[uterest on
_ Perpetual floating rate notes o . 68 32
__ Subordinated loan capital R 105 119
Long-term borrowings L o ‘25 -l
198 I X
OF which
Meerest on Joans wholly repayable within five yars 18 15
. Other e O .o 16
198 - 178
6 SHARE OF PRCFITS OF ASSOCIATED COMPANIES 1986 1985
Unlisted ) o 28 23
Dividends receivable from associated companics during 1986
amounted to L6m (1985 L6m).
7 TAXATION 1986 1985
The charge for txation is made up as follows
United Kingdom corporation tax
Current at 36.25% (1985 41.25%) 93 88
Beterred 24 17
Transfer to tax credit equalisation ) 15 2
Nortional tax charge on tx eredit equalisation release 21 23
105 149
Less relief in respect of overseas taxation 29 18
Overseas taxation 7 131
Current o o 77 66
L]r)cf"crrcd . L 11 1
164 T1o8
Associated companies 8 o
72 w7
Hadd full provision been made for deferred taxation on all -
timing differences, the charge for taxation would have been
mereased by .

,.6
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Amounts i £, mithons

—

8 DIVIDENDS

pence per shate 1986 1985 1986 1985

First mterim 1.5 11.0 27 25
Second mrerim 15.5 145 36 34
V‘Z'}.ﬂ . 255 - 63 o ~ _?f_’

10

9 EARNINGS PER SHARE
Earnings per share have been caleulated on profit attributable to
members of Midland Bank ple of £242m (1985 £122m)
related to the weighted average of 231m (1985 230m) shares in
iswie during the year.
¥ LIQUID ASSETS 1986 1985
Group
Si_c-ni_t]llzank‘ |}9tyu's;.“b_;|”|._1_|l(:_c_s_§\’|vt’|1 gc‘ntrnl‘hni}i:§_n_|:r:|‘ggtilti'“_‘_'_ 1,022 1,263
qu}gx a ;9@_.1|1cl sl(mrt nm\igc u.._-.,..‘ ~ ‘L-‘ i ':”___‘ 06,762 7.155
Bills discounted 7
British Treasury bills e e 17 1
, Other bills. e e e NTA L
- - M L3
7,975 8728
Midland Bank plc T
Coin, E:»A-nlf nores and bﬂlgl_lfq.i with | :_I]E_gau?k 9_!' E"Sl:‘f}?! o 405 N
Money at calland shortwotes 4686 3,598
Bills discounred 7 7
Bridish Tressury lls e - 4 3
Other bulls o . B oo
B Ve e e % o
5,184 4211

Comn, bank notes, bakances with central banks and gold includes
gold bull:on, amounting to £213m (1985 £286m) at current
market value, held to meet customers’ unallecated gold demand
deposits.
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INOTES ON THE ACCOUNTS conTINUED

11 DEALING ASSETS
Group

Bullion other than gold
British Teeasury bills
Qther bills e

Certificates of deposit ] o
Investments
Listed = Securities of, or guaranteed by, the British
Government

O

Others listed clsewhere

» listed in Great Britain

Unlisted = United States authorities and agencies

Other

Propertics

Midland Bank ple

Ceruficates of depoe
Other bills T
Im'cs'tmcms

Listed = Securities of, or guaranteed by, the Brirish
Government

_ Others listed i Great Britain

Others listed alsewhere

Unlisted ~ Unmited States authorities and agencies

Other

Listed investments are valued at middle market prices and
unlsted investmems at directors' valuation., Bullion is held
sabstantially to meet customers’ unallocated bullion depasits.

i8

55

_w

190
12
31

1986

200

211
203

147
31

233

411

664

=12

437
55

1985

220

3

123

458
138
136
592
866
793

1,659

2

a0

368
137
43
B2
263
472

735

1123
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Amounts i £ millior

12

13

INVESTMENTS Book  Valuation Book Valuation
amount amount
Group 1986 1985
Listed ~ Securittes of, or guaranteed by, the British
Government L 1,057 £,010 611 o6
Othcg !istcg in Gr_eat Britain 243 249 77 a3
o V(‘)rrht.‘!‘s |l:|[l.‘d elsewhere 291 292 394 253
1,591 1,551 1,072 1042
Unlisted - United States anthorities and agencies 273 284 704 689
Other 521 L - Y
2.385 2,387 2105 2080
Midland Bank plc
Listed — Securities of, or guaranteed by, the British
Government - _ 887 839 484 478
_.Others listed in Great Britain 149 149 —— —
__Others hsted elsewhere B 120 130 155 158
1,156 1,118 642 636
Unlisted - United States autherities and agencies 52 55 — —
e Ot - _ W5 6 g 0
1,214 1,179 781746
Where fixed interest investments with a fixed redemption date
are held for the long term, they are stated ar umortised cost
amounting to £2.027m {1985 £1.927m) for the Group and
L941m (1985 £642m) for Midland Bank ple.
All other investiments are stated at cost fess provision.
Listed investments are valued at nnddle marker prices and
unlisted invesiments at directors’ valuation.
DEBTORS Group Midland Group Midland
Bank plc Bank ple
1986 1985
Sundry debtors and securities trading assets 1,388 72 408 68

Securities trading assats arise it the new market-making
subsidianies and reflect the level of activity in the securities
markets. The related habilites are included under *Other
liabilities” = se¢ note 20,
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INOTES ONTHE ACCOUNTS coninuep

14 ADVANCES AND OTHER ACCOUNTS

Lendings to customers
Ad\ancu

Instalment ﬁmncc

Finnnce Imses

Total lcndmgs

Less Pl‘OVlSlOt]S

Placings with banks {over 30 days)

Accrucd mtcust md other customer accounts

Of which
Sterling

Currency

Adv.uces are stated after deduction of amounts refinanced with
the Export Credats Guarantee Department and the Department
of Trade and Industry.

Included in instalment finance above are amounts in respect of
hire purchase contracts amounting to £395m (1985 £340m).

Movements on provisions for bad and doubrful debts were as
pA
follows

Group Midland Group Midlang
Bank plc Bauk ple

1985 1985

30,496 22,481 35,162 19,995

718 - 873 _
T3iam4 22481 6035 19995
1,466 = 13—
TTazes0 22481 37,370 19995
933 609 989 493

3697 2872 3638t 19502
3431 2,151 3,614 1,787

1513 1242 1478 1032
CTaee aspes a4y mal
20,215 14,206 17,044 11769
16426 11,059 24,429 10,552
_seeat 35265 41473

The cost of assets acquired in 1986 for the purpoce of letting
wnder finance leasea and hire purchase contracts amounted

to L629m (1985 [527m) and £423m (1985 L344m)
respectively.

1986 1985
Specific General Total Speeific General Taotal
Group
Provisions at | January ) 561 428 989 426 423 849
Currency translation and other
adjustments ) 24 - 24 (13) (80) 93
Charge | fur the e year 413 (56) 357 346 §5 431
i\_:ﬂp_lwis_ written _oﬁ (216) — (236) (215} s {215)
Less recoveries of amounts written off
n previous years N 16 — 16 17 —_ 17
(220) — (220) (198) — {198)
Less provisions relating 1o Crocker 22 145 167 - —— —
]’rowswus at 31 l)cccmbv.r 756 227 7 983 x 7 561 -;28 o "8‘)
Midland Bank plc
Provisions at 1 January ) 299 194 493 204 1o 34
Currency mnshnon and otlur
1d_]usm1cms e B 18 —_ 18 (19 {16) (35)
Charge for the year L 280 (75) 205 143 38 181
Adjustnient m respeet of Joans
purchased from Crocker — — -— 44 62 110
Amounts writtea off {116) — (116) (89) . (89}
ox mm—z 2 +
Less recoveries of amounts wrm;n uﬂ'
in previous years 9 - 9 12 — 12
o - (107) o —_ o
Provisions at 31 December 490 119 609 29 144

"The overali level of provision has been assessed on the sane basis
as 1N previous years.

4
In 1986 the charge 1 profit and loss account for speaitic
provisions includes £160m for sovereign debt of which
L£100m was trasterred from the peneral provision,
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Amounts m £, nillians

15 TRADE INVESTMEMTS Book

Valuation Book Valvation
amouns AMOURT

. 1986 1985

At cost less provisions

Group

Listed elsewhere than in Great Brivaiy 4 22 1 4
Unbied 20 27 26 4
24 49 o __2? . _4_3
Midland Bunk ple S o
Unlisd 13 14 19 29

Listed investments are valued at middle marker prices and
unlisted investments at directors valvation.

The principal trade investnients ar 31 December 1986 were as

follows
Interest of
Country of Midland EBank plc
incorporation Direct  Indirect
The Agricultural Mortgage Corparation PLC Great Dritain
Issued share capital £8.5m ~ ] 13%
The Bankers' Clearing House Limited Grext Britain
Issued share capital 51.5m 17%
_Loans S4m ) ] 20%
European American Bancorp usa
Tssued share capital US $75.9m i 5%
Banque Internationale de Placement France

lssued share capital FrFrs 140m 10%

o r A A st A T —————
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16 INVESTMENTS IN ASSOCIATED £ OMPANIES

Share of net tangble assets
Group

Listed elsewhere chan o Grear Britun
Untisted

Equny

Other

Midland Bank plc

Unlisted
_Equity

Other

Luster nvestinents are valued at middle market prices and
unlisted nvestments at directors’ valuarion.

The prmgipal associated companies at 31 December 1986
were as follows

Bankers' Automated Clearing Services Limited
Issued share capital £3m

_Jomm caprral .354“"

[nvestors in Industry Group ple ) ‘ )
Issuedl share capital £ 115m B o
The Joine Credit Card Company [imited
Isstied share capital £400 ) o
Loan capital £27.9m

International Commodities Cle.lri:{g House H-ohiings
Issued share capital £8.3m ] )
Moracrest Investments Limited
Iswed share capital
Ordinary ~hares L7.5m
Cumulanve peeference shares £3m
UDAF Bank Limired
Issued share capital £46m, of which £15m 67% paid up

Subordinated unsecured loan stock US S11.7m

Subordmated loan stock £10m

*llll.llldll(‘d INteTImM accounts

INOTES ON THE ACCOUNTS contivuep

Book Valuation
amount

1986

4 4

110 127

14 14

128 145

74 82

12 !2

86 94
Country of Accounts
incorporation made up to

and operation

Great Britain

(Great Brstamn

Grest Britain

Great Brétain

Grear Dritain

Creat Britain

30.11.1986

30.9,1086*

RIASIALE TS

31121986

30.9.1986

31.12a986

Buook
amows

&

94
1%
115

63
13
76

Valuwaton

1983

20

19

Interest of

Midland Bank ple

Direct

16%

R
30%

Indireet

2%

1%
kx
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17 INVESTMENT IN SUDSIDIARIES

Midland Bank plc

Shares w subsicharies at Bank's share of net tangible assets

Leans o sulswdiaries

‘The principal subsiduzies at 31 December 1986, all of whose
accounts were made up to 311 e ember 1986 unless otherwise
indicated, were as follows

Clydesdale Bank PLC*
Forward Trust lem.d )
Grc.cnwell Momagu Clit Ed;,cdf

(‘rcumcll Monmgu Slockbrokg}j‘ (19 Dc:cmbcri T
Grlﬂ'n Factors Limted e e
H'm(lul ﬂn.mz Mldland Bnnk
Mnll and Amcnca (orponnon i \7
M!dlmd Bank (‘.muh 31 ()uto"l;;r)v .

Mldhnd B;mk Group International “Trade Services Limited
(30 ﬁ:‘ptcmbcr) )

Mull.md llanl. ]mur"mce bvrvm.s Lm:m.d

M}dlmd Bml lnu,rn muml Fmancnl Sun(;cs Lm}i_tu.l
Midlind Bank SA® i
Mulland Bmk (Smg'l];:)n.) L1nutc1i _'_ R !
le!lll_u_l_ Bﬂ.mk Trust Company | l imited ;

M:dlaml Finance (HK) lem. l e

Mull:md lmc.rn.moml Austrain Lmulcd

Mull.md Ilmru.moml hmncnl Scrnc:.s BV
Midlind-Montagu Government Securities, Inc,

Midlind Montagu Leasing Limitcd

Mullnr;d Montagy Mumc;p.:l Smlrmes. Inc.
Mulhncl Montagu Ventures Lmuted (30 bcpmnber)

Norrlu.ru B mk Lmnu.d

Nnn'lu.rn H.mk (Lre I;md) Lumu'd
Samuel Montagu & Co. leltcd
The Thomas C ook (:rmlp lem'd (31 Ol.mln.r)m
'I‘rml..lus & Burklx ardt KGaf #*

* registered m Scothamd

+ unlimited company

* minority sharchalding listed
# limted parenershup

All the above subsidiaries are t,npl.,gd i the business of banking
and related or ancillary services wich the exception of The
Thomas Cook Group Limited which 1s enggaged in the business
of world travel, tanr operations, foreign exchinge dealings and
the 1ssue of ravellers cheques.

Country af
incorporation
and gperation

Great Brirain
Great Britaia
Great Britain
Great Britain
Great Britzin
Great Britain
Switzerland
USA

Canada

Great Britain

Great Britain
Great Britain
France
Stngapore
Great Britain
Hong Kong
Australia
The Netherlands
USA

Great Briwin
USA

Great Britain

1986

956
1,241
2,197

Northern Ircland

Republic of Irela
Great Dritain
Great Britain

West Germany

nd

1985

852
1219
2071

Equity interest

of Midland Bank ple

Direct

100%

100%

100%

100%
100%

100%

Indircct

100%
100%
100%
100%
100%

85%
100%
100%
100%

100%

76%
100%

100%
100%
100%
100%
100%
100%
100%

100%

-3
=
bS]
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INOTES ON TLHE ACCOUMTS conmisuen

. I o 1d Leaschold Jand Furniture, Total
18 PREMISES AND EQUIPMENT Frecho ot buildings fittings &
buildings equipment,
50 years under
and over 3 years
unesprred  unexpired
Group
Cost or valvatson
At 1 fanuary 1986 L 650 45 154 47 13%
C‘urrcm,y rmnsl.ltum .\djustmem'i L 8 -_— - 2 10
Addirions 12 4 14 124 155
_—'Iiisp;;ﬁs r&)thc‘;w“” D o ] N ¢y ) (43} (53)
C T Ceocker a®) - U8 (09 8
At 31 Decomber 1986 o 537 98 118 2t 1223
Atculm!lucd dupre;;it_:giz‘____ e (s 8 42 (262) (313
Net book amount
At 31 December 1986 e 522 43 76 259 900
A3l December 1985 L6 4 owm m 3
Midland Bank plc
Cost or valuation
At 1 January 1986 _ 351 32 94 282 759
Additions . e 11 2 7 71 9
Disposls S © SR C SN BN L TR -
At 3t December 1986 358 33 99 334 824
Accmmﬂ.ucd depreciation W o . “(,8) L, __(37) 170) (217)
Ner book amount
At 3 ’Dv.cr.mbcr 1986 } 350 3 62 164 607
j}‘_ﬁl December 1985 L 345 29 83 135 . m
Cost or valuation of premises and equipment at .
31 December 1986 comprises Group }I;::g:a;:lli
Land an+ hutldm;,s at vuluanon 1983 461 336
—— At _cost 241 154
702 450
Fnrmmn.. ﬁttln[:s and equipnient, at cost 521 334
1,223 824

The depreciable amounts for leaschelds under 50 years
unexpired for the Group and for Midland Bank ple were
L118m (1985 L154m)and £9%m (1985 £94m) respectively,
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Amounts i £ milion

PCURRES L, DEAORNT AN T HER w s Jontp e

AL Group  Midland Group Midtand
Bank plc Bank plc
1986 1985
Stecling
Current and demand accounss B 12,092 9,930 9,594 7,696
Deposte and savings accounts 3,457 2,553 3,501 2635
_ Maoney market and other rime deposits ] 8,107 4,141 7119 4,053
_Accrued interest B ' 283 198 216 144
Jrems in transie and other customer accounts B 348 242 159
24,287 17,064 20589 1459
Currency
_*_E:un;c{:r_:!nfiﬂ flc_n]nnwc}’ accounts 3,924 1,448 9,920 1,592
Deposic ﬂn_d_"ﬁ:!dvings accounts ' 2,951 2,338 3.641 2,164
~ Money market and other rime dc_pqsits 15,890 9,734 17,286 9,403
Accrued interest 3o8 296 527 350
lrems in transit and otl{{r clistomer accounts 632 155 498 41
21,795 13,971 31,872 13,550
46,082 31,035 52461 28,140
Included in the Group figures above are secured bank overdrafis
of subsidiaries amounting to £197m {1983 ,£20m).
20 OTHER LIABILITIES Group  Midland Group Midland
Bauk ple Bank ple
1986 1985
Taxation 7 136 40 55 27
Creditors and securities trading liabilities e 1,798 196 724 214
Dividend L e 36 36 34 3
1,970 272 813 27

Securities trading liabilities arise in the new market-making
subsidiarjes and reflect the level of activity in the securities

. . ,
markets. The rclated assets are included under ‘Debtors’ — see
note 13,
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NOTES ON THE ACCOUNTS conmivuep -

21 DEFERRED TAXATION Sl ol ceours delered s st
Group 1586 1985
Short-ternt timing differences - - - & @
Accelerated capital allowances - 3 i 7 37
Leasing transactions _— 352 259 360 269
Fcn;iscs revaluation I 74 2 7 2
Dliue s j 12 3 13 2
Advance corporation tax recoverable - (15) . {s) . (1,4) S _,_@_f)

54 280 466 293

Midland Bank ple
Short-term timing differcnces (12) (12) {11} {1
Accelerated capital allowances 21 2 25 25
Premises revaluation 60 - 60 -
Other items - - 6 6
Advance corporation tax recoverable (15) (15) (14} (4
54 6)* 66 6

*included in debtors

22 LONG-TERM BORROWINGS 1986 1985
Subsidiaries
9.9% Morigage repayable 1987/97% 3 3
Borrowings at fixed rates between 83% and 83%
repayable 1987/2002 (1985 US $140m) —_ 97
Borrowings at fixed and variable rates between 639 and 16%
repayable 1987)96* FrFrs 1,912m (1985 FrFrs 1,480m) 202 136
33% Bonds repayable 1991/92 SwFrs 20m 8 7
6% Bonds repayable 1996 DM 100m+t 5 —
134% Note repayable 1997 25 25

T —

Repayable within 1 year — 3
2 years —_ 4

3 years 3 7

_ 4 years 17 22

S years 74 118

- e, 6w10ycars 152 47
thereafter 27 67

*repayatle by instalments
fwith warrants attached exercisable into bearer shares each of
DM 50 par value in Trinkaus & Burkbarde KGaA.,
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Amounts in £, millions

23 SUBORDINATEL LOAN CAPITAL 1986 1985
Midiaad Bank pic
74% Subordinated Unsecused Loan Stock 1983/93 5 5
103% Subordinated Unsecu.ed Loan Stock li993/98M k)| 3
iubc;rdimtcd Floating Rate Notes 200? T 250 —_
!_i?ﬁﬁgft&iﬁa_l}:ﬁl_l;insccurcd Loan Stoc;‘EO-(');;a?“mq” 100 100
T s 136
Subsidiaries
Guaranteed Floating Rate Notes 1989 (1985 US §125m) _ 86
4.6% Capital Notes 1989 (1985 US S6in) o - 4
auarnntccd [Eloating Rate Notes 1990 US S15m 10 11
84% Guaranteed Bonds 1980/90 (1985 DM 180m) —_ 51
Guaranteed Floating Rate Notes 1991 US $45m 30 31
Guaranteed Floating Rate Notes 1991 (1985 US $150im) - 104
83% Guaranteed Bonds 1992* US $50m (1985 US $52m) 34 36
114% Guacanteed Bonds 1992 US §150m - 102 104
Guaranteed Floating Rate Notes 1992 US $150m 102 104
Guaranteed Floating Rate Notes 1993 (1985 US §125m) —_ 86
53% Convertible Subordinated Debentures 1996
{1985 US $4m} -_— 3
6%% Guaranteed Bonds 1986/96 DM 200m 70 —
Guaranteed Floating Rate Notes 1986/98 DM 300m 105 —
Guaranteed Floating Rate Notes 1999 US $200m 135 138
Guaranteed Floating Rate Unsccured Loan Stock 2001 17 —
Guaranteed Floating Rate Series A to C Unsecured Loan
Ssock 2001 1 —
123% G‘_larn_:lsgcd Notes 2003 US 5150m ] 102. -___"i(!i
_ 708 862
1,094 ___m?_?
Repayable within L year 3 -
T R ; -
o o 3 years l e 5 1
) 4 y-c;rs e 15 %0
_Syers 3 o
e SwMOyews 250 470
. R 376
1,094 998

*repayable by instalments

Subordinated loan capital is repayable at par at maturity but
some i repayable prior te maturity at the option of the
borrower, i certain cases at a premium over par,

‘The interest rates on the floating rate notes are related to
London interbank rates and at 31 December 1986 ranged from
5.4375% 1o 11.5375%.

On 9 February 1987 notice was given by a subsidiary of its
intention to repay the Guaranteed Floating Rate Notes 1990and
the Guaranteed Floating Rate Notes 1991 during March 1987,
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24 PERPETUAL FLOATING RATE NOTES

Midland Bank plc 1986 1985
Undated Floating Rate Primary Capital Notes US §750m 509 519
Hndated Floating Rate Primary Capil Notes US $300m, 249 346
Undated Floating Rate Primary Capital Notes (Series 3)
LS $300m. R T
1,051 H65
Subsidiaries
Convertible Undated Floating Rate Subordinated Notes
FrFrs 300m o i SN2 m__2_7
1,082 B9

The Undated Floating Rare Primary Capital Notes have
characteristics which render them similar in  certain
circumstances to prefeered shares. They rank as primary capial
for Dank of England capital adequacy purposes and they may be
recteemed at the option of the Bank, only with the prior consent
of the Bank of England, on any interest payment date falling in
or after the month specified in the terms and conditions of the
notes. In no case is the specified month less than five years from
the month of issue.

The Convertible Undated Floating Rate Subordinated Notes do
not qualify as primary capital but form part of total capital for
Bank of England capital adequacy purposes.

The interest rates on the Undated Floating Rate Primary Capital
Notes are related 1o London Interbank Offered Rates and at
31 December 1986 were 6.5625% in respect of the US $750m
issue, 6.3125% in respect of the US 8500n isstie and 6.225% in
respect of the US $300m issue. The annual interest rate on the
Converrible Undated Floating Rate Subordinated Notes is
related to the average monthly bond rates for new issues in the
Paris market. The fiest interest payment covering the period
from 19 December 1985 to 31 December 1986 was determined
at FrFrs 65.48 for cach FrFrs 1,000 note,

The right to convert the Convertible Undared Floaring Rate
Subordinated Notes may be exercised at any time from
1 January 1990 until 31 December 2005 on the basis of three
ordinary shares of Midland Bank SA each with a nominal value
of FrFrs 100 for each FrFrs 1,000 note.

SHARE CAPITAL AND SHARE PREMIUM

18]
(A1)

“The authorised share capital of Midland Bank ple is £315m.

The movements in issucd share capital and share premium were
as follows

Share capital Share premium

1986 1985 1986 1985

At lJanwary 2N 230 275 277
Shares issued under share qgtioprschc}:ncs ] i 1 1 2 1
Sharc and loan capital issue expenses —_ - (1) ]

Xt.’i_] December 232 ST e T

[ k. T e B . P—— Pt T R .




Amounts in /£, milhons

26 RESERVES Midland

Associated Group Midland
Bank plc and companies Bank
subsidiaries ple
At 1 January 1986 . 1,209 42 1,341 1,341
Currency translation adjustments 15 —_— 15 @
Retained profic for the year B 167 12 179 101
Premium written off on acquisition of subsidiary and assoc}.:t-tc;
companices (22 —- 22) —
Increase in net tangible assets of subsidiary and associated
companies — - - 74
At X1 December 1986 1,459 54 1,513 1,513
27 CONTINGENT LIABILITIES 1986 1985
There were the following contingent liabilities in respect of
Acceptances
Group ~ 1,933 1,449
Midland Bank ple 1,471 895
Engagements
Group 4,792 6,810
Midland Bank ple 3,412 4,107
In addition there were ousstanding financial futures contracts,
contracts for the sale and purchase of foreign currencies and
bullion, currency option contracts, forward rate and interest
FATe SWap agrecments.
Midland Bank ple has guaranteed
Subordinated loan capital and short-term borrowings of
certain subsidiaries 695 813
Lendings to customers by certain subsidiaries 210 283
28 CAPITAL AND OTHER COMMITMENTS 1986 1985
Contracts for outstanding capital expenditure not provided for
in these accounts amounted to
Group 59 27
Midland Bank ple 34 20

In addition, the Board has authoiised capital expenditure
amounting approximarely to £78m (1985 £72m) for the
Group and £64m (1985 £56m) for Midland Bank ple.
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PROFIT SHARING

There is a profit sharing plan based upon the profits of the
Group. All employees of the Bank, including exccutive
directors and UK staff seconided to overseas operations, and
most of its subsidiary companies in the United Kingdom are
eligible o participare in this plan, Employees normally have the
option of taking their entitlement by way of an allocation of the
Bank's shares (within certain restrictions) or in cash. In 1?86 in
respect of 1985 profit sharing, shares were purchased in the
market for employees who elected fo take up shares. No new

shiares were 1ssued. It 15 ot yet possble to quantify the numbe
of shares which will be issued 1 1987 1 respect of 1956 profit

sharing.

When the employee elects to sake up shares, the vhares allocated
are held by Trustees for a nunimum period of twa years after
which: the shares may be transferred to the beneficlary, aliough
if the employee wishes to abtain fall tax advantage these shares
should be heid for five years.

SHARE OPTIONS

Options outsranding to UK employees of the Group under the

Midland Bank ple savings-related and executives’ share option
schemes were as follows

Options Period Price
1986

7,183,867 1987/96  £2.6752/4.7520
1985

8.586,454 1986/95  £2.6757:3.9400

DIRECTORS' AND OFFICERS' LOANS

In accordance with the requirements of Sections 233 and 234 of
the Companies Act 1985, the pgregate amounts outstanag at
31 December 1986 from persons who were directers {or
connceted with directorsy or officers during the yeat, and the
number of persons concerned, were as follows

Directors

Loans

Quasi-loans

Credit transactions

Offtcers

Loais

Quasi-loans

Credit transactions

*ggregate amount outstanding was 11,807 (1985 58,233;

Aggregate amount Number of

outstanding persons

1986 1985 1986 1985
Lm Lm

0.7 0.6 18 14

* * n 19

—_ 08 —_ 2

CROCKER NATIONAL CORPORATION

Following Midland sharcholder approval in April 1986, the sale
of Crocker was complered on 30 May 1986 for a cash
consideration which has now been established ar USS1,117m.,
The contribution to Graup profit before taxation for 1986 in
respect of Crocker, after a profit on disposal of £10m offset by
sale expenses of £18m, amounted ro [22m (1985 £34m). In
connection with the disposal, Midland Bank plc has given
indemnities which could apply if certain representations and
warsantics were found to be inaccurate or in the event of a
breach of certain covenants given by Midland Bank ple under
the stock purchase agreement for Wells Fargo & Company to
acquire the Group's 100% interest in Crocker.
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Amounts in £ millions

32 CROCKER NATIONAL CORPORATION - CONIINUED

Sumnuarised below are the consehdared balance sheets of the
Group at 31 Lcember 1986 and 1985 together with a pro
forma consolidated balance sheet at 31 December 1985
stibstituting liqquid assets for the netassets consolidated in respect
of Crocker.

Pro forma
Group
excluding
A Group Crocker Group
ssets 1986 1985 1985
Liquid and other short-term assets 15,476 12,070 15,401
Advauces and other accounts 36,641 32,560 41,473
52,117 44,630 56,874
Premises and equuipment and other assets 1,052 976 1,200
53,169 45,606 58,074
Liabilitics
Current, deposit and other customer accounts 46,082 40,383 52,461
Other short-term liabilities 2,247 971 1,080
Deferred taxation 280 271 293
Long-term borrowings, subordinated loan capital and
perpetual foating rate notes 2,449 2,054 2,158
Minority interests 90 60 235
Sharcholders' funds 2,021 1,847 1,847
53,169 45,606 58,074

The results of Crocker to date of sale, 30 May 1986, have been
consolidated in the Group figures on a line-by-line basis. The
1986 Group profit and loss account, restated to show the net
Crocker contribution on a one line basis, is as follows

Interest receivable 4,948
Interest payable 3,449
MNet interest income 1,499
Other operating ncome
Service charges, fees and other banking income 756
Foreigh exchange carnings 109
Travel income 87
Income from trade investments (listed) _ 2
Profit on sale of investments 42
Profit on sale of interests in subsidiaries and associated
companies 16
__Profiz on disposal of fixed assets o 5
- o Y
Operaung income - 2516
Operating expenscs
__Stfl (exchding penions) 952
L Dension cOsts e 148
- Prewises and equipment —_ 310
Other j . 402
: 1812
f['r:u-ling pro-ﬁ:Ich;: ch;gchfor bud and doubtful debts 704
Charge for bad and doubtfuel debts b
Treading profit o e g4
Share of profits of associated companies 28
Cracker Natiomal Corporation R ..
Profit before taxation —
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Midiznd Bank Group
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TIVE YEAR SUMMARY

T Ty . TEr—

Historieal cost convention

Amounts in J, millions

1986 1985 1984 1983 1982

Profit befere taxation e 434 351 135 225 2
Taxation ) 172 207 160 100 &1
Profit attributable ] e . f2!4'2 O 1 22, 4,5. - “i,_.h I‘E
T Amounts in £ millions
Sharcholders’ funds o 2,021 1,847 1,685 1,899 1,562
Minority interests - 90 235 486 485 460
Perpetual floating rate notes L 1,082 892 — -~ —
Subordinated loan capital O 1,094 998 1,204 971 861
Total capital resources ) 4,287 3972 3465 3,355 2,883
Current, deposit and other customer accounts 46,082 52461 56,598 48,207 44,231
igl_yaxtces and other accounts 36,641 41473 44,858 29,106 35962
Total assets 3 53,189 58074 61483 52613 47,999
Return on average shareholders’ funds

- before taxation B 21.2% 17.5% 120% 125%  145%
Return on average equity

- profit before taxation 208% 164% 590% 103% 132%
_ = profit attributable 12.5% 6.8% 25% 6.6% 95%
Free capital ratio 7.2% 5.9% 4.4% 4.6% 40%
Loan capital ratio . . 481%  418%  33.3%  268%  288%
Average shares in issue {miltions) 23 230 229 195 177
Earnings per share . & 104.2p  330p  27.ip  606p  824p
Dividends per share o0 27.0p  255p  255p  285p  255p
Dividend cover @39 2 L1 24 34
ROl S 104494 110331 98750 90813 86367
Average baserate L 109%  122% 99%  98%  119%

Notes

a 1982 adjusted for 1983 rights issue

b Dividend cover is caleulated by dividing adjusted
earnings per share by adjmied dividends

¢ Number of sharchelders registered at year-end
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DUPFPLEMENTARY FINANCIAL INFORMATION

Amounts in £ mllions

Analysis of Group profit before taxation by
operating sector

1986 1985
UK Operanans
UK Banking 305 246
Forward Trwse # 40
Tilﬂn;;; Cook o 13 19
Investment Banking, " 68 5t
Ioternational Banking 54 30
Crockee/Bructon u o
P befors wasion " 3k

@)

(i)

Pro forma effect of sale of Crocker on 1986 and
1985 Group profit before taxation

Compurison of 1986 and 1985 Group performance js dritorted
by the disposal of Crocker, which was consolidated for 12
months in 1985, restructured in Sepember 1985, and
consolidated for the first five months of 1686, To ptovide a
meaningful comparison, the 1986 results can be restated on to 2
consistent pro forma basis.in Ine with the 1985 figures included
in the cireular to shareholders dated 7 April 1986,

1986 1985
Trading profit before charge for
bod and doubtful debes 724 662
gim:gc for_ l_ninnd doubtful debrs (320) (319
Share of profits of associated
companies 28 23
Profit before taxation 432 36

The pro forma figures for 1985 were compiled on the basis that
the restructuring and the disposal of Crocker were effected on
1 January 1985 and thosc for 1986 on the basis that the disposal
of Crocker was effected on | January 1986,

In addition, it has been assumed that the net proceeds of sale,
taken as being £741m {US81,072m) for 1985 and £738m for
1986, were invested for the 12 months of 1985 and the 5 months
of 1986 prior to the disposal at 8% and 6.5% respectively,

In the foilowing supplementary financial information, the
-nalysis by principal geographical arcas of the Midland Bank
Group is between Domestic and International operations, The
geographic distribution of asscts, liabilities, revenues and
earnings is based upon the location of the lending office but
mcludes allocations of loan capital interest, certain centralised
ipeome and expense, and taxation. These allocations are
necessarily subjective, However, the businesses domiciled in
the United Kingdom are allocated between Domestic and
International sectors reflecting whether the majority of the
business is recorded in sterling or another currency, and certain
internal management responsibilitics.

The fluctuations in the value of sterling relative 1o other
currencies have a significant effecr upon the sterling amounts of
assets, labilities, income and expenditure in such currencies and
consequently on the overall allecation to Domestic and
International business.

Asset and profit before tax contributions

The asset and profit before tax contributions of the Group's
Domestic and International operations over the past five years
are set out in the following table

Average interest carning assets
[omestic

International

Average non-interest parning assets

Profit (loss) before taxation
Domestic

International

Year-end US 8/ [ exchange rate

Intercst on perperaal floating rate notes and subordinated loan
capital is allocated between the Domestic and International
sectors on the basis of the net assets employed in these sectors,
excepe for the subordinated loan capital of certain subsidiaries
which has been atiributed to the sectors relating to those
subsidiaries.

As set out in the accounting policies, income from Jealing assets
is now analysed between ‘interest receivable and ‘other
operating income', as appropriate, rather than being reported in
‘other income’, Average dealing assets are therfore now
included under interest carning assets (and no longer under
average non-interest earning assetsy and 1985 and 1984 figures
have been restated on & comparable basis, Earlier years have not
been restuted.

1986 1985 1984 1983 1982
20,844 17794 15845 14860 14159
30,256 34060 38300 31610 26666
51,100 51,854 54145 46470 40825
SN7 56 6286 6363 5439
57017 57430 €431 52833 46,264

3 308 281 258 186

60 SO G SN . S .

34 351 135 22 251

14750 14455 LISGD 14502 16135
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Average consolidated balance sheet and siet interest income
1986 1983
Average Average Average Average
Balan%e Interest Raie Balence Interest Rate &,
Liabilities and shareholders’ funds
!nterg:" ‘l:lc:s:t'::;g current accounts 3,042 286 0.4 1,987 212 107
—‘i;;rnational ] — — 2372 _,lﬁ,g 67 _H384 m__,,,__g‘é%_ 78
T 5414 446 g2 &5 SN0 87
; - overnizht and call deposits =T T -
Mongor::l:rsl:it;l overnight and call dep 2072 216 104 1674 184 110
lnternational o _..Besm 22 69 284 2w 9.0
n 5,125 428 84 4515 439 9.7
Deposit and savings accounts T T
Lpois';:)r::?csriszw e 3,454 242 7.0 3,620 313 86
International 3,743 262 7.0 3478 317 9.4
7,197 504 70 __ 7098 630 8.9
M marker — ether deposits T
ongonlcstic p 7,022 726 10-3 5,695 658 11.6
[mgmz-ltional . 17,410 — 1,455 8.4 19,382 1,866 9.6
24432 2,181 89 __ 25078 2,524 104
Long-term borrowings il
International 252 25 2.9 253 27 10.7
Subordinated loan capital (i)
Domestic 831 58 10.9 522 58 1.1
International 474 47 2.9 616 61 9.9
1,005 105 10.4 1,138 119 10.5
Perpetua! flosting rate notes (ii)
Dorﬂgti‘ 280 23 8.2 157 15 926
International 613 45 7.3 225 17 16
893 68 7.6 382 32 S4
Total interest bearing liabilities 44,318 3,757 8.5 45,035 4,341 9.6
Mon-interest bearing current accounts
Domestic 5,041 4,551
International 1,691 2664
6,732 7.2
Customers' deposits of bullion — ey
Internanional 506 545
Other liabilities
Domuestic . 1,561 1412
International 1,818 1082
— 3,379 2,394
Minority interests . -
Domestic 1 1
Internatienal 143 342
144 T aa4)
Shareholders' funds SR ..
Domestic . 956 1,004
_ Internatioa.} 982 704
— 1938 1,798
Total average liabilities and s
gJE?rclloldcrs' funds and interest payable 57.017 3,757 66 57430 4,341 76
Percentage applicable to ’ o
!ntcrnational opcerations 58.0% $4.1%
Net interest income ,,. 1,671 - 1,783
Net interest margin T
[nterest receivable as a percentage of
average interest carning assets 10.6 11.8
Interest payable a5 a percentage of
average interest earning dssots 7.3 B4
Net inlcﬁ:resta_l]:__a_rig:i{l_u T a3 TR

e vem———
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Amounts in £, millions

1986 1985
Average Average Average Avetage
Assets Balance  Interest Rate %o Balance Interest Rate %
Short-term funds (jii}
Domestic - ) 1,875 210 11.2 1816 202 114
International 5083 361 74 4,999 498 10.0
6,958
Investments 51 8.2 6,815 700 10.3
Domestic 965 99 10.3 1,036 118 14
International 1,044 79 7.6 838 75 89
2,009 178 A 3 H
Lendings to customers and placings with * 8.9 1874 12 03
banks (iv}
Domcsubc 16,333 2,i71 13.3 13,638 2002 14,7
internationai L. 22,086 2,172 9.8 26,854 2936 109
. 38,419 4,343 113 40,492 4938 12.2
Dealing assets (v)
Domesn_c 408 44 10.8 292 29 9.9
International 1,957 156 8.0 1,287 146 113
. 2,365 200 85 1,579 175 11.1
Equipment leased to customers
Domestic 1,263 130 10.3 1012 116 11.5
International {vi) 8% 6 7.0 B2 2 140
1,349 136 10.3 1,094 §18 11.5
Total inierest earning assets 51,140 5,428 10.6 51,854 6,124 11.8
Coin, bank notes, balances with
central banks and gold
Domestic 554 498
Insernational 480 715
1,034 1213
Ttems in course of collection from other
banks
Domestic 792 641
International 244 536
1,036 _am
Accrued interest and other accounts
Daoinestic 493 523
International 2252 1426
Investments in associated companics
and trade investments
Domestic 81 72
International 68 97
149 — 169
Premises and equipment
Domestic 713 694
Iuternational ,___..ﬂ.q ——-——aﬁ
953 1068
Total average asscts and interest
receivable 57,017 5,428 9.5 57430 _ 6,124 10.7
Percentage applicable to
International operations 58.8% _-_—__—__w-g’-i-_g%
(i) Subordinated loan capital is that part of the Midiznd Bank Group's loan (v} Interest carning dealing assets are now included in interest carning assets

capital which is fully subordinaced to depositors and all other viaditors,

(it} Perperual floating rate notes have charactenstics which rendez them
similar in certain circumstances to preferred shares,

(i) Short-term funds comprise money at ¢afl and short notice, shost-term
cestificates of deposit and British Treasury bills and other bills
discounted.,

(W) Interest carning placings with banks repayable within 30 days
(£5.229m for 1986 and £4,804m for 1985) are included with shore
term funds and those repayable beyond 30 days {£6.:282m for 1986 and
£6091m for 1985) with lendings to customers,

and the income thereon is allocated between interest and other income,
as appropriate. Comparative amounts for 1985 have been restated to
correspond with the 1986 presentation.

{vi)

{vii} Interseg
International ope
Domestic scgment
and for 1985 was

Lease fiancing yields for Crocker National Corporation for 1985 were
catculated on balances net of deferred taxation liability,

ment balances 2+ transactions berween the Domaestic and

rations are excluded. The average balance due to the
1, om the International segment for {986 was £482m
£400m, Interest paid by International for those

periods was S17m and £36m respectively,
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Change in interest receivable and payable-volume and rate analysis

1986 and 1985
Increase {decrease) due to changes in

1985 and 1984
Increase (decrease) due to changes in

Average  Average Net Average Average Ner
Volume Rate Change Yolume Rate Change
Short-term funds, investments and
dealing assets
Domestic 12 8 4 54 (s) 49
Inrernational 97 {220) (123) (58) (69 (127
Advances and other accounts
Domestic 426 (243) 183 187 252 439
International (520) (240) (760) (452) (340) (792)
Interest receivable 15 (711) {696) {269) {162) {431)
Deposits
Domestic 275 (172) 103 128 253 381
International (342) (365) (707 (477) {411) (888)
Long-term borrowings
International -—_ {2) (2) {1) (1) 2
Subordinated loan capital
Domestic 1 ) - {10 (4) (14
International (14) — (14) 8 ®) -
Parpetual floating rate notes
Domestic 12 ) 8 15 — 15
International 29 (1) 28 17 _ 17
Interest payable (39) (545} (584) (320) (171) (491)
Net interest income )
Domestic 150 (74) 76 108 @ 106
International 96y __92) (188) {57) i1 (46)
54 (166) RIP)) 51 9 60
Volume changes are caused by differences in the level of interest
cacning assets and of interest bearing deposits and borrowings.
Rate changes result from differences in yields earned on assets
and rates paid on liabilities. Changes auributable to a
combination of both volume and rates have been allocated to
rates.
Average current, deposit and other customer accounts by geographical area
Domestic 1986 1985 1984 1583 1982
Current and demand accounts 10,155 8,212 6219 5,036 4,608
Deproat .m’d* avings accounss 3,454 3,620 3,862 4,158 4,009
Money nmk_cg_md ot‘.s_ir e deposits 7,022 5,695 5511 5,458 5271
20,631 17,527 15,592 14,652 13,888
luternativaal
United ¥ingdum 16,173 16,453 17,454 15,964 13,194
United States 5.798 12,075 15,668 12,134 10,425
Europe 4,5M 3192 2,773 2,504 2,450
Rest of the World _ 2,233 1,775 2,711 2,452 1,917
28,775 33,495 38,606 33,054 27,986
QA0 5102 84198 47705 417




Amounts in £ milhons

Average interest carning assets and net interest income

The following table shows the levels of average interest earning
assets and net interest mcome of the Domestic and International
operations with the relared gross and net returns obtained

Average interest carning assets
Domestic
Lnternational

‘ ...9'9“E

Net interest income
Domestic
International

(;}Eollp N

Gross yield (i)

7 Domustic
Internarional

Growp L

[ —p———

Net interest margin (i)

Domestic
International

Group

Re———— — —

Interest spread (iii)

[omestic

International )

{1} Gross yield represents the average interest rate on average
interest carning assees.

(i) Net interest margin represents net interest income, divided by
average inkerest earning assets.

{ii} Intercst spread represents the difference between the rates of
interest carned and paid on average intcrest earning assets and
average interest beasing funds respectively.

(iv) The percentages above have been restated for 1985 and 1984
because income on dealing assets is now allocated between
interest receivable and other income, as appropriate. Earher
years have not been restated.

1986 1985 1984 1983 1982
20,844 17,794 15,845 14,860 14,159
Cwass  m0s Wan 30 2666
a0 SR S 46404083
1,103 1,027 921 871 840
s s _se 55 4
en g a1
% % % % %
12.7 139 125 12.4 14,3
2.2 10,7 120 10.6 138
10.6 11.8 12,1 1.2 140
5.3 5.8 58 59 59
1.9 22 2.1 1.8 19
3.3 3.4 3z 31 33
33 3.3 37 38 33
1.3 1.5 1.3 1.6 1.6
21 22 20 2.3 2.1

{v) Interest carncd on certain assets of US operating companies is
exempt from US federal taxation. If adjistments had been made
to bring income on to a taxable equivalent basis, the increases
for 1986, 1985, 1984, 1983 and 1982 would have been L6m,
£10m, £18m, S19m and £23m respectively.

Average interest rates

Midland Bank ple base rate

London mterbank offered rate
Three months sterling

Six months curodollar

United States prime rate

1986 1985 1984 1983 1982
% % % % %
10.9 12.2 9.7 9.3 119
10.% 12.3 10.0 101 124
6.7 8.7 1.2 9.9 13.6
8.3 9.9 11.9 10.8 145
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Lendings to customers by geographical area and by type of customer

Domestic

Customers domiciled in the United Kingdom
Loans guaranteed by government agencies

Local and national government and government-owned
utilities

Agriculture, forestry and fishing

Manufacturing, construction and other production

Financial and services

Property companies

Individuals

Qvarseas residents

International-United Kingdom

Customers domiciled in the Unired Kingdom
Loans guaranteed by govermment agencies

Local and national government and government-owned
utilities

Agriculture, forestry and fishing

Manufacturing, construction and other production

Financial and services

Property companies

Individuals

Overseas residents

International-United States

Commercial, financial and industrial

Property construction

Property mortgage

Consumer instalment

Non-United States lendings

International-Europe

International-Rest of the World

International=Total

Lendings to customers co nprises advances and instalment
finance to customers - se¢ note 14 on the accounts,

=

(1) The omalyses by type of customer are based mainly on the

requirements of the regulatory authorities in each country and,
as such tequirements are not wholly comparable from one
countey to another, a onsolidated analysis eannot be presented.

At 31 December

1986 1985 1984 1983 1982
26 47 56 59 7

7 69 130 130 112
1,313 1,264 1,190 1,107 1,021
3,091 2,825 2,968 2,645 2,743
4,183 3923 3566 3,328 3436
632 498 416 372 3
6,718 4978 4323 3.802 3,246
16,036 13604 12,649 11,443 10941
123 415 375 380 354
16,159 14019 13024 11,823 11293
1,285 1,236 1,224 1,162 1,132
75 35 10 59 13

3 2 2 2 2

336 628 627 669 650
1,995 1214 1,769 1,157 750
118 94 58 29 18
68 39 42 62 26
3,880 3248 3732 3,140 2611
5,780 6,194 5329 4109 3512
9,660 9442 9061 7,249 6,123
855 3,957 4866 4,061 4,164
167 437 581 781 902
—_ 1,961 2492 1,966 1770

— 2,439 2,788 1,684 1,260
155 267 1,004 582 301
1,177 9061 11731 9074 8,397
2957 2249 2255 1769 1643
1,261 1264 1453 1,580 1048
L5055 22016 24538 19672 17211
3214 36035 37562 3149 28,506
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Amounts in £ millions

Lendings to customers by maturity and by interest sensitivity

At 31 Decembar

1986
Intervational-  Interpational-
] Domestic United Kingdom  Rest of World
By maturity
_Lessthanoneyear oo 100596) 6,686 2,393
__One year to five years ) 3,469 2,015 1,505
_ Over five years . _ 2,631 959 1,497
6,100 2,974 3.002
16,159 9,660 5,395
By intercst sensitivity (over one year)
Fixed rate 858 208 1,471
__Variablc rate 5,242 2,766 1,531
6,100 2,974 3,002
(1) includes overdrafis
Placings with banks (over 30 days)
1986 1985 1984 1983 1982
Domestic 285 329 236 201 345
International
United Kingdom 1,666 1,728 2,221 2,703 2,328
United States 254 689 2235 1816 1,855
Europe 850 516 661 492 500
Rest of the World 376 352 470 840 984
3,146 3,285 5,587 5,851 5,667
3431 3614 5823 6052 6012
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SUPPLEMENTARY FINANCIAL INFORMATION cONTINUED

Provisions for bad and doubtful debts

Movements in provisions

Provisions at 1 January

Currency translation and other ndjusumnts

Charge for the year

Amounts w l"llkl'l Oﬁ-

Less recoveries of amounts written oif in prcvmus years

Less pravisions relating to Crocker

Provisions at 31 December

Comprising
Speelfic e

C cncrll
Tulal

Year-cend provisions as a percentage of year-end total
lendings

Specific

Gencnl

Tot al

Charge for the year by geographical area

Specific provisions
Domestic B 7
International
United Kingdom
Unilcd States
Eumpc

Rtsi’ of th; World

General provisions

Total charge for the year

Charge for the year as a percentage oltaveragc Iendings

The overall level of provision bas been assessed on the same basis
S N PreVIOus years.

In 1986 the charge to profic and loss account for speatic
provistons mncludes £160m for sovercign debi of which
L100m was transferred from the general provision,

1986 1985
989 849
24 ©3)
a7 4m
: (236)i (215)'!
16 17
@200 {198)
167 -
983 989
756 561
227 428
Y 989
% %
2.31 150
0.70 Li5
301263
S S
224 47
7 150
21 6
@ 1 l
E
a3 346
{56) 85
357 a3
% %o
1.07 21

Amounts i £ milhons

1984 1983
673 a84

87 3
Y

) (534)1. (165)|
A E
(2 (160)
89 en
426 429
423 248
o
% %

.10 1.3
L0 075
220 206
858
59 18

306 13

s —_

6 4
36 145
Tan 28
LLoEs W
616 318

% %

169 103

PR |
f-

1982
378
20
Bt
{130
20
(l 10}

el

376
108

484

162

196

%
074

fem s



Risk clements

The Securities and Exchange Commission requires the
dischosure of four risk categories of loans - (i) non-accrual, past
due and restructured loans, (ii) potential problem loans, (iii)
foreign outstandings and (iv) loan concentrations. The Group's
loan control and review procedures do mot include the
categorisation of toans by these risk elements. It makes provision
for bad and doubtful debts in accordance with the accounting
policy for bad and doubtful debts ser out on page 25.

(i) Non-accrual, past due and restructured loans and
(iiy potential problem losns

Fer the purposes of atempting to comply with the
requiresnents of the Comraission, the management of the Bank
has estimated the amount of loans which, had the Commission’s
chassifications been followed, would have been classified as non-
acerual, post due and restructured loans and as potential problem
loans, These amounts at 31 December 1986 were £0.6 bn (1985
£1.4 bn) and £3.8 bn (1985 £0.7 ba), respectively, During
1986 specific provisions for bad and doubtful debts of £160m
were made against lendings to certain rescheduling countrics
and, as a result, the total lendings to such countries have been
included in the amount shown for poteatial problem loans at
3t December 1986,

No adjustment has been made to reflect the fact that a substantial
proportion of such lendings is secured.

Management believes tht the provision for bad and doubtful
debis adequately covers anticipated losses.

(i3i) Forcign outstandings

The table below shows the geographical distribution of Group
outstandings (amounting to £53 bnat31 December 1986 and
£57 bn at 31 December 1985) comprising lendings to
customes, market placings, acceprances and certain other
monetity assets.

"Fhe breakdown of Group outstandings is based on the country
of damicile of the borrower or guarantar of ultimate risk.

Percentage of
Group Outstandings

1988 1985

% %

United Kingdom 54 46
Europe 20 14
United States 6 22
ftest of the World . %_0 _ "H’i
100 100

erk—— LTI

Some #0% (1985 82%) of total Group outstandings are in
respect of customers in the United Kingdom, Western
Lurapean  countrits and North  Amwrica. Including the
developed cconomies of Japan and Australia, this proportion
rises 10 some 85% (1985 87%).

As shown m the above rable, the Group’s business is
predominantly with countrie, with developed cconamiesy
outstandings to Lutin American and Comecon countries
account for % (1985 8%) and under 1% (1985 under 1 %) of
\ota] outstandings sespectively.

At 31 December 1986 cross-border outstandings to certain
rescheduling countries wheeh individually represented in excess
of 1% of total Group assets (including acceptances) were limited
to the following

Cross-Border Percentage of Total

Qutstandings Group £ssets

1986 1985 1486 1985

Lbn Lbn % %

Brazil 1.4 14 25 24
Mexico 1.3 1.3 2.3 21
Argentina 0.7 0.6 1.3 1.1

Outstandings to the above three countrics are virtuily 2l in
US dollars, with no significant anicunts denominated in local
cusrencies. In 1985, no material amounts were included in the
amounts shown above for non-accrual, past due and
restructured loans and potential problem loans.

In addition, cross-burder outstandings to the following
countries exceeded 0.75% of total Group assets (including
acceptances)

Cross-Border Percentage of Total

Qutstandings Group Asscts

1986 1985 1986 1985

Lbhn  fbn % %

Japan 1.5 1.9 28 kA1
France 1.5 1.2 27 20
United States 14 3.2 2.6 5.4
lialy 0.9 09 1.6 1.5
West Germany 0.6 12 1.0 20
Switzerland 0.5 0.4 1.0 07
Australia 0.4 0.3 0.8 0.5

Cross-border outstandings comprise loans {including accrued
fterest), acceptances, interest bearing deposits with othes banks,
other interest bearing investments and any other monetary
assets which are denominated in non-local currency.

(iv) Loan concentrations

Loan concentrations, as defined by the Comnission, are
considered to exist when there arc amounts loaned to 3 multipic
number of borrowers engaged in similar activities which would
canse them to be similarly mpacted by economic or other
conditions. There was no loan concentration at 31 December
1986 which exceeded 10% of total lendings.
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wildiand Bank Group

“MIBLAND BANK GROUP IN THE BRITISTLISLES papamar appressis

HEAD OFFICE

Midland Bank ple

Poultry, London EC2P 2BX
Cet: 01-260 8000

Telex: 8811822

RIETAIL BANKING SECTOR

120 Cannon Street
London ECAN 6AD
Tel: 01-260 6000

1. Paterson: Chiel Exccutive

A. R. Cole-Hamilton: Chief Execntive
Clydesdzle Bank PLC

M. J. Fuller: UK Operations Director
J. A. Harryman: Personnel Director
1), C. Long? Delivery Systems Director

. G. McLachlan: Risk Management Director -

B. R. Norman: Chiel’ Executive
The Thomas Cook. Group Limired

_ T D. Price: Finance Dizector '
T, &. Roberts: Chief Executive
Naortiretn Baitk Limited
A.-L. Robinson: Financiat Services Dircctor
J. €. Wathen: Card Products Director

© R. L. Wyan: Chicf Executive

- Forward Trust Group Limited

REGIONAL MANAGEMENT
CENTRES

City and West End
Regional Dircctor: R, E, Challinor

122 Old Broad Strcet, London EC2N 1AE
Telz 01-260 8000

London Noxth

Regional Director: J. 1. Massey

33 George Street, London W1H 6BH
Tel: 01-486 6696

London South

Repional Director: P. S, Grainger

Blick Swan House, Kennet Wharf Lane
London EC4V 3BT

Tel: 01-248 8842

East Anglin

Regional Director: C, T Thom
Castle House, Casthe Meadow
MNorwich NR2 1PL

Tel; 0603 628163

East Midlands

Regiona) Dircetor: D, W. Daker
Beauwmont House, 135{141 Granby Streat
Lewcester LEL 6FF

“Tel; 0533 554222

Home Counties

Regonal Director: 5. H, Torrens

33 Giearge Street, London W1H 6BH
Tel, 01-486 6696

Nosth East

Regromal Director: K. W. Righy
Midland Bank House, Bond Court
Leeds LS1 1LL

Tel: 0532 438591

North West

Regional Directors S. P, Campbell

56 Spring Gardens, Manchestex M60 2RX
Fel: 061 832 9011

South East

Regromat Director: 13, ). Mitls
Concorde House, 10 London Road
Maidstonie, Kent MEL6 BQG

Tel: 0622 611915

South West

Regional Dircctor: E. N, Atkinson
Cote House, The Promenade
Clifton, Bristo* D599 7DF

Telr 0272 730060

West, Midlands

Regional Direetor: C. O'Drien
Exchange Buildings, 8 Stephenson Place
New Street, Birmingham B2 4NH
Tei: 021 643 9241

Wales

Regioml Dircctor: W, E. Roberts
Churchill House, Churchill Way
CardifT CF1 3AX

‘Tel: 0222 443516

Sibsidiaries

CLYDESDALE BANK PLC

Mead Office: 30 St Vincent Place
Glasgow G1 2L
Tel; 041 248 7070

Chief Office: 30 Lombard Street
fonden EC3IV 9BB
Telz 01-626 4545

NORTHERN BANK LIMITED

Head Office: Donegall Square Woest
Belfast BT1 6JS
Tel: 0232 245277

NORTHERN BANK (IRELAND)
LIMITED

Llead Office: Griflin 1House
718 Wilten Terrace, Dublin 2
Tel: 5001 601044

FORWARD TRUST GROUP
LIMITED

Registered Office: 145 City Road
Lomdon ECIV 1Y
Tel; 01-231 9090

Porward Trust House

12 Calthorpe Road, Edgbaston
Birmingham 815 1QZ

Tel: 021 454 6141

"SERVICES LIMITED.

2 Poultry, London ‘EC2P2BX  ~ ~
"Fel: 01-260 8000 - R

. Corporate Brt')kip'g‘lljt_t_it . o

MIDLAND BANK TRUST-
* . b Threadneedle Strect ™% " .7

Tel: 01-260 8000 ©

Griffin Factors Limited

Grflin House, 21 Farmncombe Road
Worthing, Susex BN11 2BW
Tel- 0903 205181

THE TrJOMAS COOK GROUP
LIMITED

Registered Lfice: 45 Berkeley Street
Piceadilly, London WA 1EB
Tel: 01-499 4000

Administrative Headguarters: T
“Thorpe Wood, Peterborough -PE3-65B- -
Tel: 0733 63200 -

MIDLAND BANK INSURANCE --

32 Poultry, London EC2P 2BX - -
Tel: 01-260 8000, - . D -7

COMPANY LIMITED -

London EC2R §BB- --

Corporate Services Branch™
11 Old Jewry. R

London EC2R 8DL™. 7 770
Tel; 31260 8000 - -

Midland Tank Group~ "~ ..o .
Unit Trust Managers Limited -
6 ThreadneedleStreet -2 = =
London EC2R 33D

Tel: 01-260 8000

C ORPORATE BANKING

U

SECTOR

47 Cannon Street, London EC4M SSQ,
Tel: 01-260 8000 s

B. L. Goldthorpe: Cluef Excoutive =~ =
R. 1'. Baker-Bates: h
UK Corporate Banking [irector
N, C. Barrest: Personnel Director
N. G. Blair: S
UK Corporate Credit & Risk Ditector™ -
I. C. Cotterill:

Business Resources Director

G. A. Freestone: Credit 8 Risk 1lrector
A. [, Mutlen:

Global Specialised Indunstries Director
LR, W, Ponters

Global Corporate Banking Director

Jo B Willett:

Divisional UK Corporate Banking Director
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REGIONAL CORPORATE
CENTRES

City & West End
Corporate Banking Director: G, Cairns

London North
- Corporate Hanking Dhrector: B, Seymour

" Lovdon South
ﬁorpomc Banking Disector: L, J. Hazacl

zst- Angliz
rporate. Banking Director: 8. A, Goss

Bast.‘ ‘Midlands
¥Corpnm!c Bcnkmg, Birector: P. G. Reid

ame.Counties
*Corporate Banking Director: J. W. Burton

- _T .v:_zwsouth<53$t‘
Lo

==Southr Weat -
. mtm&xmntcﬁankmb Dmctor' A. R. Barber

- prme

== 10, i.owcn Tiumcs Street

- o Tondon ECIR 6AE
““-'h‘:l “)1-2609000

‘w"U‘nﬁ ciid of April 1987:
4°Qld Broad Street

T London EG2P 2HY

Tcl-QI-588 6464

. Brutsche: Chief Executive

= Mitkind Montagu (Holdings) Limited

» G Axben: Investment Managenient &
merc (.apml

: E, Beale: Prcc:ous hetals

(,;l). H. Bryam.

Chief Administrative, Officer

L. I Clyde: North America

U E.F. Cole; UK Capital Markets

.7 M. G. Gordon: Tnformation Techuology
D. J. Hughes: Japan & Asia-Pacific
B. M, Jolles:
International Capital Markets
R. H. Lawson: Audit & Complance
1. . Lind: Fixed Income
T. . A. Lockett:

FX ‘I'rading 8 ‘T'reasury Sales

L A N. Mclntosh: Corporare Finance
G. T, Pepper: Senior Adviser

C.. | Sheridan: Chief Executive

Samuel Montagy & Co. Lunited

R. K. Sumimons: Funding & Liquidity
R. Tickner: Capital Markets - Syndicate
& Cross Markets

L.J. P. Trevellyan: Finance

A.J. Wadsworth: Company Secretary
J- R. Young: Personnel

MIDLAND MONTAGU
(HOLDINGS) LIMITED

10 Lower Thames Street
London EC3R 6AE
Tel: 01-260 9000

Until end of April 1987:
114 Old Broad Strecet
London EC2P 2HY
Tet: 01588 6464

Principal UK Subsidiaries:

Samuel Montagu & Co Limited
Midland Montagu Asset Management
Midtand Montagu Ventuies Limited
Greenwell Montagu Gili-Edged
Greenwell Montagu Securitics
Greenwell Montage Stockbrokers
Smith Keen Cutler Limited

Gaibraith Montagu Limited

Galbraiths Limited

Samuel Montagu & Ca. (Ius:.y) Limited

MIDLAND BANK PLC
GROUP TREASURY

10 Lower Thames Strect
London EC3R 6AL
“Fel: 01-260 0600

Until end of August 1987;
Suffolk House

5 Laurence Pountney Hill
London EC4R DEU

"Tef: 01-260 0600

TNTERNATIONAL BANKING

SECTOR

110 Canvon Street
London EC4MN 6AA
Telz (1-260 6000
Telex: 888401

H. P. de Carmoy: Chief Exceutive
R Bogni: Finance & Support Director

J. de Mandat-Grancey:

Bankitg Network Director

1. A, Thornham: Credit & Risk Dircctor
S "I'oker: Business Developmen Dicector

INTERNATIONAL
SERVICE BRANCHES

Birmingham
128 New Street, Birmingham B2 4]B
Tel: 021 632 4261

Bradford
39/43 Bank Street, Bradford BD1 1LP
Tel: 0224 307249

Bristol
44 Baldwin Street, Bristol BS99 7PR
Tel: 0272 294538

Bromley
1 Elmfield Park, Bromley BR1 I'TJ
Tel: 01-290 0500

Liverpool
36 Castle Street, Liverpoot L69 28D
“Tel: 051 236 Y955

London
17 Hanover Sauare, London 'W1A 2ZDB
Tei: 01-629 8884 -

‘Luton

Midland House, 41 King Street
Luton LU1 2TX
Tel: 0582 45 3344

Manchester

St Andrew's House, Pouhnd Strect -
Manchester M60 1PX

Teb: 061 236 9741

G- -

INTERNATICNAL PRIVATE
BANKING UNIY

Westwood House, 13 btanhopc Gate
Mayfair, London W1Y SLB
Tel: 01-493 1288

Midland Bank Trust Corporation
(Guernscy} Limited

22 Smith Street, St. Peter Port
Guernsey Cll

Tel: 0481 23765

Midland Bank Trust Corporation
(Isle of Man) Limited ‘

40 Victoria Sreet, Doublns

Isle of Man

Tel: 0624 231189

Midland Bank Trust Corporation
{(Jersey) Limited

2834 Hill Street, St. Helier

Jersey CL

Tel; 0534 72156

MIDLAND BANK GROUP
INTERNATIONAL
TRAYE SERVICES

Walker House, 87 Queen Victoria Street
London EC4V 4AP
Tel: 01-260 6000

Midland Bank Aval Limited

135/141 Cannon Street, London EC4N SAY

Tel- 01-623 8866
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Ficiand Banh Group

AP it~ £ e -
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IViH)LAND BANK GROUP WORLDWIDE prixcizal ADORE 5525

THE THOMAS COOK

GROUP LIMITED

Thomas Cook Group travel and related
servicesure available from more than 1600
offices in over 145 countries.

ﬂSlA, & AUSTRALASIA

:‘AUSTRALIA

_ --Ghicf Exceutive: D. W. King
" Midland House, 171175 Clarence Street
Sydncy NSW 2000

T :']‘el: 2 290 8888

M}dland B:mk Group chrcsmtauvc Offiee
egional Disector_ {Australasia): D. W, King
Group Representatives 1, ITandover
'Mldhnd Homc, 171{! 75 Clarence Street

. tprc-v.mauou alsn mcludcs

“Assuciated Midland = Tel: 2 2 024'5
I)ommgucz HarrySamuct Momagu

wroup chrcscntanvc*j l. B Brownc
{1th fleor, CITIC Building, .
119 Jianguomenivai Pajie, Belling (Peking)

=~ Telr}-500 4410 Exe. 1130f1131

' "'HONG KONG~

“M:dlan 1 Benk p!c ~ Branch

* Grotip’ Country Munager: W, L. Rutherford
_35th-Floor, Two Exchange Square

78 Connauglt Place, Hong Kong

Tc.l‘ 5 844 2000

" Representation le.\)() includes:

- Midland France (HK) - Tel: 5 844 2000
Samuel Montagu {HEK) - Tel: 5 844 2848
Guulwdl Montagu — Tel: 5 844 2888

INDIA

Midland Bank Representative Office

- Representative for Indwt and South

. Asiaz N. L. Rands

7152 Maker Chamber 1V, 14th Floor
222 tdariman Pomt, Bombay 400 021
Tol: 32 240303

INDONESIA

Midland Bank Group Representative Chilice
Group Representative: B, 8" egar

Skyline Building, 7th Floor

Jalan M 11, Thamen No. 9, Jakarts

Tels 21 324 907

JAPAN

Midland Bank ple - Lranch
Group Country Munagee: R, [ Soudah
AU DBunlding, il Floot
1-3 Marunocuch: 1-chome
Chryoda-ku, Tokyo 100
‘Telz 3 284 186t

RLPI’L‘SEI\!&!IOH ain mncludes:

Sarruc! Montagu =~ T'el: 3 502 38671
Samuel Montagu Secunties
(Opening mid-1987)

Tel: 3 502 4544

KJREA (REPUBLIC OF)

Midland Bank ple - Brineh

Group Country Muanager: Ho Yaig
Room 1408, 14th Floor

Samsung Main Building

250, 2-Ka, Tacpyung-Ro, Chung-ku, Scoul
Tel: 2 757 2561

PHILIPPINES

Midland Bank ple ~ Offshore Banking Unic

Viee President & Country Manage::
J. §. Ropers

9th .Floor Metrobank Plaza Building
Sen. Gil ] Payat Avenue, Makati
Metro Mantla 3117

Tel: 2 818 8391

SINGAPCORE Lo

Midtand Bank ple - Branch

Group Country Manager® G, R. Ellerton
65 Chulia St. 48-01, OCBC Centre
Smpapore 0104

Tel: 535 H188

Representation aiso mcduedes:
Trade Finance - "Fel: 532 22114
Midland Bank Singapore -

Telr 535 6188

Samuel Montagu - Tel: 535 0311

TAIWAN

Midlind Bank Group Repraentative Office
Grap Represeneative: Maiss L, Y. F, Fu
19th Floor, 30 Chung King 8. Road

See. 1, Tuipet

Telr 2 3618 333

THAILAND

Madland Bank Representanve Otfice
Representative: S, Eumegdool

That Military Bank Bustding

8th Floor, 34 Phaya Tha Road
Bangkok 10400

‘Tel: 2 246 4609

(CENTRAL& SOUTH AMERICA

" Edificio l"n.mut.m 3rd Floor:

COLOMBIA

ARGENTINA

whdland Bank Group Representative Office
Group Representaniver A. § Lleed

25 de Mayo 140, Piso 5

02 Buenos Aires

Teb: 1 30 2730

BRAZIL

Midland Montagu Admmmmcﬂp [N
Participagdes vymitada . -
President & Senior (.rmup chrt.ﬂ.nlatwe
12, . Praarson

Avemda Bngadeiro fam Lm::r. 202(}
4 Andar, 01452 Sio Paulo - .. -
Tel: 11 814 4472 o

CHILE R

Mudiand Bank Group chrcsnmtwf‘)ﬁt
Group Representatives A, P ﬁacdu

La Bolsaz 81, Sanmage = -«
Tel: 2 723 r"155 .

4Ru prw-nl'ain}c' ﬁ)r Midland “-13.1'[1]5." ;
and Midiand Montagu ins Bogma

P 14, _]armmllu

All enquiries threugh Mrdl'm:d Hame ple
Interuaiional Banking Secor
1O Caunon Streer, London FC‘J'\' 6/!}1 -

MEXICO
Midland Bank Group Reprcsunmuvcﬂﬁ‘
Group Deprosentative: I, Dbrq.,on e

Lchficis Omega b
Camjas Eliseos 315-12 Piso . -2 7
Col, Pol.mr.u Chapultepee )
11560 Mexico City DY B
Fel: 5 596 8133 Fo-

VENEZUELA

}ro\:p chrumt ativer P R W.lll!h
Edtficto Cavendes, Pieo 7

Qvficings 701

Avenida Fratciseo de Mirdiida

Los Palos Grandes, Caracas 1062
Tel: 2 261 6488
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EUROPE

AUSTRIA

Midland Exgort — Creditbank AG
Exeentive Chairman:
H. Bohunowsky
Kirntner Ring 5 (P.O. Box 643)
© A-10H) Vienm
. Tel: 222 514110

FINLAND

" Midland Montagu Osekepankki
Et. Esplanadi 22 A
00 130 Helsinki
Tel: 3580 601766

FRANCE

Midland Bank SA
Executive Chairman: L. Bressler
6 Rue Piceini, B, 4416
E75116 Paris, Cedex 16

- Tel: 1 4502 80 80

- Representation alse includes:

Midland Bank ple - Branch Tel: 1 4502 80 80
WEST GERMANY

Trinkaus & Burkhardt KGaA

Churman of Managing Parters: H. H. Jacobi
P. O. Box 1108, Kunigsailee 2123

D-4000 Dilsseldorf 1

Tel: 211 831-1

Representation also includes:

. Trade Finance w Hamburg
Tel: 46 33 7383
GREECE

Midland Bank ple - Branch

- Country Mznager: L. Hiliadakis

| Sckeri $treer, GI2-106 71 Athens
Tel: 1 364 7410

- Midland Bank ple — Branch

Assistant Country Manage: : N. Pilavachi
- 93 Akn Miaculi, GR-185 38 Piracus

Tel: 1 413 6403

ITALY

Midland Bank ple - Branch
Chief Munager: M, Cagliani
Via Bigli 1-3, 120121 Milan
Telz 2 790641

Midland Bank Group Representative Office
Graup Representative: F, Mastro

Via Cola di Rienzo 162, 100192 Rome
Tel: 6 687 4105

LUXEMBOURG

‘Trinkaus & Burkhards {Internatonal) SA
14 Boulevani Emmanyel Servars

. Q. Box 579, L2015 Luxembourg
Tel: 26351

NETHERLANDS

Midland Bank Representative Office
Kepresentative: H. Ester

Rokin 4-13, 3rd Floor

1012 KK Amsterdam

Tel: 20 26 22 35

NORWAY

Samuel Montagu AS
Karl Johansgate 45
N-0162 Oslo 1

Tel: 2 416350

SPAIN

Midland Iank ple -- Branch

Chief Manager: F. Gonzalez-Robatto
Calle Jost Ortega y Gasset, 29-1°
28006 Madrid

Tel: 1 431 06 13

Representation also includes:
Midland Servicios Financieros SA
Tel: 1 431 00 10

SWEDEN

Montagu & Co. AB :
Box 7615, Birger Jarlsgaian 10
5103 94 Stockholm

Tel: 8 145900

| SWITZERLAND

Handelsfinanz Midl 1d Bank
Chief Manager: G. Persico

3 bis, Place de la Fusterie
CH-1204 Geneva

Tel: 22 28 54 44

Representation also includes:

Guyerzeller Bank AG - Tel: 22 47 37 00
Samucel Montagn (Suisse) SA

Tel: 22 28 32 83

Trinkaus & Durkharde (Schweiz) ~ Zurich
Tel: | 69 2100

USSR

Milland Bank Group Representative Office
Group Representative: J. W. Burgess
Leninsky Prospekt 148 Flar 21.22

117571 Moscow

Tel: 95 230 2003

—_MibhiEEAsT S

EASTERN MEDITERRANEAN

BAHRAIN

Midiand Bank ple — Offthore Branch
Manager and Group Representative:

S. N. C. Borcham

Entrance No. 2, 4th Floor, Manama Centre
Government Avenue, Manama

‘Tl 287 100

TURKEY

Midland Bank
Group Adviser; C. 8. Okray

Al enquiries throngh Midland Bank: pie
International Banking Sector
110 Canon Street, London ECAN 6AA4

INGRTH AMERICA & ,

CARIBBEAN

. Teli 416 3621550, . -

- Midland Bank Trus;‘C;rP:O‘?hr;O; -
X (C3y1nn|\). Limited

Samuel Montapu - Tel; 97755

CANADA . 0o

Midland Bank Canadz = . T
President & Chief Executive Officery
JoH. B Nederpele- -~ . -
P. O, Bor #11,"Exchange Tower'™
2 FirstCanadian Place; Toronto,_ =
Ontario M5X 1E3- - ST

CAYMANTSLANDS . -

P, O, Box 2192, Transnational House' -
West B?ly Rmd, GCOTQClQ\Vn_ AR

Tel: 74063 . T

Representation also ineludes:

UNITED STATES

Midlend Bank ple - Brancly T
Regional Director: D, S, Werlinich

520 Madison Avenue, New York

NY 10022 ' L e
Tet: 212 759 gang ] me

’

Repre, wtation aksa includes:
Trade Finance - Tel: 212 758 2100
Clydesdale Bank ~ ‘Tel: 212 715 5830
Midland Montagu Capital Markets Inc.
Tel: 212 715 5800
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HAIRMAN & DNONE 2D

SIR JACKR CATLARD
Age M, a Duweator sune
1971, prevwinty Cleonwman
of 1CH and Brinsdr Home
Stores, Sir § koo die 10
retire wt c farilconing
anmndd gene " meetng

SIR KENNETH
CORMELD
Age 63, a Direclor sinee
1978, S Kenneth 15 an §
experienied imdustrrahse, and
ar present ¢ Director of
Britoi!

O30l Bk mle

Y v . i

.-
SIRTXONAID

BARRON, 1!
Age 66, o0 Director s
1972, fe qas CCluennan of
Raoueatree Maskengodt from
166 ra 1931 He b hoen
Charan of the Bank wme
1982 and Clnman of the
Centmrtee of Hondon b
Sotinh Banker, 1985
987 Th v a0 Duoeer of
Investars e dndistry and
Camada - Dife Avaurarse
Company Sir Donald will
retree at the wonedon of ithe
forthiommug annreal general
mechng

SIR JOHIN CUCKNEY
Age 61, o Direasr since
1978, Sir_fohn is Chatrman
of The Thomes  Cook B
Gronp, u  whelly-owned
subsedrary of Midland. He i
also Chatrman of Ropal §
Insarance and  Wostland, §
Deputy  Chanan 7 T
Group, o Dwresor of 8
fuveviors my Industry Group
' amd Brixtou Estate

1 FIAY DAVISON
Aee 55, a Director sinee
1986, fan Hay Daruson avas

N

SHE ALLX JARRATT, ¢
Age o3, o Dieaor and
Bepiry Clrnan s
1980, S Alex i Charan
o) Sonrhe fidustires amd 2
Duecror of 1CT amd the
Pridential Corpor mion

Deputy  Charsan aud
Chief Exeaitve of Lloyd's
of London, w5 u Dirccter
of Newspitner Publihiing,
and adereer e Clursered
Avconntants Arthur
Awdersen & Co

A W FORSTER
dee §%, o Duedor sune
1986, Anlue forser n
Charrman amd — Cluet |
Iscepee of Foo UK, ot
Iirectar of Rover amd the
Augernan Clnber o}
¢ eonmeree (UK

MEANEY

Tge olo a Parector s
tasa and a Depnty
Chanmam une 1984, M
Prestind v Cliatnar o1 ta
Ranke € gsmearn and

£l
i N

P fisuriame

SIR DLRRICK
HOLDEN BROWN
Age 64, a Duetor suue
19%4, Sa Derk w
Cloteemian and el
aewnye of Alhed 1 yons,
and Depaty Claieman of
Sun Athame & ondon

SIRIREVOR
BOLDSWORTH
Age %9, a Direitor since
1979, S0 Trevor i3
Chairman of  GRN,
Charrman of Allied Colloids
Group and a Director of the
Pradenial Corporation and

Thorn EML

G. MAITLANI 5MFTH
Age 54, a Director sie
1986, Geoffiey Mauland
Swmitl s Charman and
Cheef Ixecetive of Srars,
and a Direstor of Asprey,
Courtanids and Mallew.

MISS 1), CYCATHAIN

Age 49, a0 Duetor sinee
1984, Detta ('Cathain 15
Managug  Direor, Milk
Aarkenng, of the Mnlk
Marketing  Board, and 2
Direcror of Tesco

Ioonaer ot IO T ol VT 1%

SIR LRIC POUNT AINL DL
Age 53, @ Director stine
[986, Sar e s Claartan
of ‘Faria and o Dhrcotor of
Glymeod Imternanont and
Jemex Beatne
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] A BROORS
Age 58, Joln Brovks began |
Tus bankmg  dareer unth
Midland 1949, beeame
4 Dwedor t February B
80, und was appoinied §
vepity  Growp  Chief
Eaeaenive in _June 1981, §
He §s alse « Director
of The Thowas Cook
Group, Furo  Travellers
Cheque  International and |58
Mastercard Intternanional.

| ¢+ HARRIS
Age 52, a Dircdor wmr
1981, jehn Harens paned
Mudland m 1958, and 1
respansible  Jor  Central
Rewouries Management and
Admingstration

SIR KIT McMAHON
Age 5% a Dwrettor and
Deputy  Charrmtan e
Aprd 1986 amd appomnted
Gronp Chief Ixecntive bater the same pear S Kt jamed Mudfand from the Bank of
England, where he had beew a Direcaor from 1970 10 1950 and Deputy CGovernor Jrom
1980 w0 1985
When Sor Dorald resres from the Beard at the concluswn of the anmeal gencral meeting
o Mt Apnl 19587, Sie Kir il become Clrarrman and Group Clnef Eveesitoe

L PATERMON D1 GOLDTHORPE

Age 50, a Duetor since 1986, fan Paterson joined
Alidland i 1953, and 15 Chief Executve, Retand
Banking.

' 1% de CARMOY
Age 50, a Divector e 1986, Hervé de Carmoy
teas riginafly umth Chase Manhaivan Bank, e
Joined Mudland in 1978 and is Clie) Execative,
Ieternationat Banbing

H E 1OCKIHART

Age 37, Gene Lockhan
is Chref Ixeeutsie,
Information 'I ¢ hnology and
@ member  of  Gronp
Faewitivg Conmmiter,
He jomed Afwdlund  Jrom
Frrst Masthorsan Consulting
Group, awhere he was o
Manageng Paviner

| N l[(-Nl R

e T apponted w Direanr
w198 han Loguer ponned
Afodl ad o Thpcator, Corvipi
Famame, P Bowator
T teees, avhere e Ja fheen
Fimanee Durechr sl
i1

Age 53, a Dircctor singe 1983, Brian Goldthorpe
jomed Afudland in 1949, and 15 Chicf
Enceutive, Corporase Banking,

E. W, BRUTSCHE
Age 49, Emst Bursdie ponted  Trinkans &
Burkhardt in 1981 as a DPanner and Clie}
Operating Offuer, grom Citicorp in New York, A
Director of Midland sinvce 1986, he is Cluef
Bixecutive, Investment Banking,

J THACKWAY
Age S0, Joln Thackeay
Group Periongel Phrectoy,
amd o member of Group
Expontive Conntice
He joimd Mridlard from
Britsh Rad, where he wmas
Director of Peronme] Policy
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INOTICE OF MEETING

Notice is hereby given that the 1515t annual general meeting
of Midland Bank plc will be held at the Head Office, Pouktey,
London EC2, on Thursday, 30 April 1987 at 12.00 noon for
the following purposes:

ORDINARY BUSINESS

1 To reccive the report of the directors and audited accounts
for the year ended 3t December 1986,

To reappoint the following directors:
2 ]. A. Brooks.
3 E. W. Brutsche.
4 L F, Hay Davison,
5 H. P. de Cannoy.
6 A. W. Forster,
7 Sir Trevor Holdsworth,
8 G. Maitlind Smith.
9 L. Paterson,
10 Sir Erc Pountain.
11 L N. Tegner.

12 To reappeint Ernst & Whinney as auditors and to autherise
the directors to fix their remuneration,

SPECIAL BUSINESS

13 To consider and, if thought fit, to pass the following
resolution which will be proposed as an ordinary resolution:

‘That the autherised share capitl of the Compmny be
increased from  £315,000000 to £400,000000 by the
creation of 85,000,000 shares of £i cach,

14 To consider and, if thought fit, to pass the following
resolution which will be proposed as an ordinary resolution:

“That the directors be and they arc hereby generally and
unconditionally authorised in accordance with Section 80 of
the Companics Act 1985 to allot relevant securities within
the terms of the cestrictions and provisions following,
namely:

(i) this authorisation shall {unless previously revoked or
varied) expire five years from the date of the passing of this
resolution but shall allow Midland Bank plc to make before
such expiry, offtrs or agreements which would or might
require the making of allotments after such expiry; and

(i) this authorisation shall be limited to the allotment of
relevant securitics up to an aggregate nominal amount of

L77.286,628;

arl the authority granted to the directors by resolution 9
passed at the annual general mecting held on 23 April, 1986
be and is hereby revoked.

For the purposes of this resolution, words and expressions
definied in, or for the purposes of Part BV of the Companics
Act 1985 skall bear the same meaning herein

15 To consider and, if thoughr fit, to pass the following
resolution which will be proposed as a special resolution:

"That the directors be and they arc hereby generally
authorised in accordance with Section 95 of the Companies
Act 1985 to allor equity seeurities wholly for casl, pursuant
to the authority confersed by the foregeing resolution as if
sub-seetion {1} of Seetion 89 of the said Act did not apply to
such allstment provided that:

16

6i) this authorsation shali (unless previowsly revoked or
varicd) expire five years from the date of the passing of the
resolution and shall be limnted to the allotment of equity
secunities in connection with a nghts issue In favour of
holders of relevant shares aud relevent employee shares in
propertion {as nearly as may be} to their holdings of such
shares or, in the case of securities convertible into shares, to
the holding of shares which would fall to beallotted uponthe
exercise in full of the conversion rights, subject only to such
exclusions or other arrangenents as the directors may deem
necessary or expedient to deal with fracticnal entitlements
that would otherwise arisc or with legal or practical
problems arising under the laws of, ur arising under the
requirements of any recognised regulatory body in, any
territory;

(i1) this authorisation shall be limited to the allotment
(otherwise than pursuant to paragraph (i) above) of equity
securitics up to an  aggregate nominal amount of
£15,457,325 and shall (unless previously revoked or varied)
expire at the end of the next annual general meceting of
Midland Bank ple; and

(iii) such authorisation shall allow Midlind Bank ple to
make before such expiry, offers or agreements which would
or might require the making of allotiments after such expiry:

and the authority granted to the directors by resolution 10
passed at the annual general meeting, held on 23 April, 1986
be and is hereby revoked,

For the purposes of this resolution, words and expressions
detined in, or for the purposes of, Part 1V of the Companies
Act 1985 shall bear the same mecaning herein,

To consider and, if' thought fit, to pass the following
resofution which will be proposed as an erdinary resolution:

“That the dircctors be herchy authorised, subject to the
approval of the Inland Revenue, to alter the Rules of the
Midland Bank Group 1981 Savings-Related Share Option
Scheme to permit carly exercises of options by persons who
cease to be in employment with the Group following any
disposal of 2 Group subsidiary or the whole or part of 2
business carricd on by a Group company.’

A member entitled to attend and vote at the meeting is
entitled to appoint one or more proxies to attend and, on a
poll, to vote instead of him. A proxy necd not be a member.
The completion and return of the form of proxy will not
clude a member from attending the niecting and voting

-~

Poultry, London

. Skae, Secretary 31 March 1987

Notes

1 Only holders of shares are entitled to attend or be
representedd at the meeting, A form of proxy is enclosed,
2 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 Midhand
Bank ple during usual business hours from the date of this
notice until the conclusion of the meeting,

DISPLAY OF THE GROUP'S SERVICES TO ITS
CUSTOMERS

A display illustrating services which the Midland
Bank Group offers to its customers will be open from
11.15am on the day of the annual general meceting on

the ground floor, Head Office, Poultry. Light
refreshments will be available.
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