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' * Directors’ report

Results and dividends
The consolidated profit and loss account on page 11 shows a profit attributable to shareholders
ameounting to £797 million.

An interim dividend of 7.5p per ordinary share was paid on 13 October 1994 and a final dividend
of 18.3p per share will be paid on 3 May 1995, making a total distribution for 1994 of 25.8p
(1993: 22.1p). With the related tax credit, this is equivalent to 32.3p per share (1993: 27.6p). The
dividends for 1994 will absorb £334 million, leaving a profit of £463 million retained.

Principal activities
The Bank and its subsidiaries provide a comprehensive range of banking and financial services
through branches and offices in the UK and overseas.

Business review and future developments
A review of the business during the vear and an indication of likely future developments are
contained within the financial review on pages 3 to 10 and the short report for shareholders.

Premises

The directors have reviewed the current value of premises and are of the opinion that, compared
with the balance sheet amount, there is a shortfall of £114 million (71993: £162 million), of which
£109 million (1993: £155 million) relates to UK premises and £5 million (1993: £7 million} to
overseas premises. The directors are of the opinion that this shortfall, an average of some 10 per
cent (1993: 13 per cent), will not prove to be permanent and no adjustment has been made in the
balance sheet.

Directors
Brief biographical details of directors are shown on page 18 of the short report for shareholders.

Sir David Walker left the board on 18 November 1994. Lord Plumb and Mr M H R Thompson
will retire from the board at the annual general meeting. The Earl of Selborne joined the board
in July 1994 and Dr Bridget M Ogilvie has been appointed from 1 March 1995. Under the articles
of association, both offer themselves for election as directors at the annual general meeting.
Sir Simon Hornby, Mr D B Pirrie and Sir Brian Pitman, none of whom has a service contract
which is required to be open to inspection, retire by rotation at the annual general meeting and
offer themselves for re-election.

No director had a material interest at any time during the year in any contract of significance
with the Bank or its subsidiaries.

The interests of directors in shares in the Bank and its subsidiaries are shown on page 28 in
note 36.

Employees

The Bank is committed to employment policies which follow best practice, based on equal
opportunities for all employees irrespective of sex, race, religion, colour, disability or marital
status.

In the UK the Bank supports Opportunity 2000, the campaign to improve employment
opportunities for women. In addition, if serving employees become disabled the Bank continues
employment wherever possible and arranges retraining.

Employees are involved in the Bank's performance through consultation, the provision of
information through normal management channels, internal publications and communication
meetings. The Bank also has regular dialogue with staff unions.
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A profit sharing scheme and a savings-related share option scheme enable eligible employees
in the UK, the Channel Islands and the Isle of Man to become shareholders, encouraging their
involvement in the progress of the Bank. There are some 28,000 participants in the staff profit
sharing scheme, over 32,000 in the staff savings-related share option scheme and 280 in the
senior executives’ share option schemes. More information about the employees’ share schemes
is given on pages 27 and 28 in notes 34 and 36.

Community programme

During 1994, the Bank and its subsidiaries contributed £5,287,000 in support of the community
programme within the UK, encompassing donations, sponsorships, secondments and other
community-related activities. Included in that figure, £1,327,000 was given to charitable
organisations, No payments were made to political parties,

Close company provisions
The Bank is not a close company, according to the definition in the Income and Corporation Taxes
Act 1988, as amended.

Auditors

Price Waterhouse have indicated their willingness to continue in office and a resolution
concerning their re-appointment as auditors will be submitted to the annual general meeting.

On behalf of the hoard

A J Michie
Secretary

9 February 1995
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Summary of results

In 1994, profit before tax rose by £273 million, or 26 per cent, to £1,304 million from £1,031 millien in 1993 and
earnings per share increased by 30 per cent to 61.7p per share. Total income declined by £89 million, or 2 per cent,
mazinly as a result of a reduction of £113 million in past due interest receipts. Costs were again tightly controlled and
were virtually unchanged from 1993. The total charge for bad and doubtfui debts fell to £135 million from
£503 million. Post-tax return on average shareholders’ equity improved to 23.7 per cent from 21.0 per cent and post-
tax return on average assets increased to 1.20 per cent from 1.03 per cent. The dividend was increased by 17 per
cent to 25.8p per share.

Profit before tax by main businesses 1993 1994

Lm Em
UK Retail Banking and Insurance 319 437
Corporate Banking and Treasury 280 302
Private Banking and Financial Services 98 96
International Banking 153 112
Problem Country Debt 260 328
Central group items {79) 29
Total 1,031 1,304

UK Retail Banking and Insurance

(comprises the UK refail network, providing personal and commercial banking and financial services, and the businesses
of Lioyds Abbey Life)

Pre-tax profit from UK Retail Banking and Insurance improved to £437 million from £319 million.

Net interest income was flat. Gross new mortgage lending was £1.7 billion, 21 per cent higher than in 1993; and
loans to personal customers and small businesses began to pick up during the year. Average current account credit
balances grew by 8 per cent, but pressures on deposit margins continued.

Other income held up well, despite a deduction of £60 million, bringing the total provision to £80 million, for
possible redress to purchasers of pension policies. Revenue grew steadily in the factoring businesses and card
services, and there was an increase in arrangement fees as a result of growing loan commitments. There were also
increased gains on the realisation of venture capital investments. Income from insurance broking grew strongly, but
sales and profits in the life assurance businesses were adversely affected by lower consumer confidence and the
widespread criticism of the industry as a whole.

Costs were again lower; the fourth consecutive year in which a reduction has been achieved. Bad debt provisions
continued their downward trend and fell by £99 million, or 23 per cent, from a year ago.

Corporate Banking and Treasury

(banking, treasury and other reloled services for major UK and multingtional companies, banks and institutions)
Corporate Banking and Treasury pre-tax profit improved to £302 million from £280 million. Total income rose by
7 per cent and outweighed small increases in costs and provisions. Treasury performed particularly well, with fully

maintained earnings in adverse market conditions; each of the other businesses achieved good results.

Private Banking and Financial Services

(private banking, tax and investment services in the UK and 16 countries overseas)

Pre-tax profit was down slightly at £96 million. Lloyds Private Banking in the UK increased its pre-tax profit by
32 per cent, but overseas the results were adversely affected by declining bond and equity prices. At the end of 1994,
assets held for private clients totalled £18 billion, of which £8 hillion is under discretionary management.

International Banking

{(banking and financial services in Australasia, Europe and Latin America)

Pre-tax profit feli to £112 million from £153 million. Total income increased by 2 per cent, despite a decrease in
other income arising from lower dealing profits. Banco Multiplic, the Brazilian associate, made a loss on a

government securities portfolio which has now been liquidated.
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Problem Country Debt

(cross-border lending to countries experiencing payment difficulties)

After a net release of provisions of £240 million, following the completion of rescheduling agreements with Brazil
and Poland, the problem country debt (PCD) portfolio contributed £328 million before tax. This compared with a net
release of provisions of £46 million and a pre-tax contribution of £260 million in 1993.

Central group items

{central costs and other unallocated items)

There was 2 net surplus on central group items of £29 million, which included the profit of £30 million on the sale
of part of the Bank’s shareholding in 3i. This compared with a net deficit of £79 million in 1993, which included a
general provision of £70 million. A further general provision in 1994 was not necessary.

Profit before tax by company 1993 1994

£m Em
Lleyds Bank Pl 404 716
Lloyds Abbey Life 324 316
The National Bank of New Zealand Group 80 68
Lloyds Leasing 31 33
Lloyds Private Banking 2z 29
Lloyds Bank Factors 19 28
The Agricultural Mortgage Corporation iz 17
Other subsidiaries 113 99
Associates 26 (2)

Total 1,031 1,304

Lloyds Bank Plc, the parent bank, increased its pre-tax profit (before dividends from subsidiaries and associates) to
£716 million from £404 million. Owing to a reduction of £115 million in past due interest receipts, the trading
surplus fell by £35 million to £796 million, but this was more than offset by a drop of £317 million in provisions and
a profit of £30 million from the sale of part of the Bank’s shareholding in 3i.

Lloyds Abbey Life’s pre-tax profit declined to £316 million from £324 million. Profits from The National Bank of
New Zealand Group were down owing to lower dealing profits. Lloyds Leasing’s profits were up from a year ago;
and Lloyds Private Banking, Lloyds Bank Factors and The Agricultural Mortgage Corporation all produced
substantial increases.

Other subsidiaries comprise a large number of separate operating companies around the world. Overall their
profits were down 12 per cent, mainly as a result of lower dealing profits.

Associates made a net loss of £2 million. This included the Bank’s share of profits in 3i for the first half of the
year only (see page 23, note 19), offset by a loss in Banco Multiplic, the Brazilian associate, on a government
securities portfolic which has now been liquidated.

Net interest income

Group net interest income increased by £37 million te £2,150 million. A 9 per cent increase in average interest-
earning assets was partly offset by a decline of 22 basis points in the net interest margin. This was caused by a lower
interest spread and a reduction of £113 million to £93 million from £206 million in interest received relating to
previous years, mainly on the PCD portfolio. Excluding past due interest receipts, there was an underlying increase
of 2150 million in net interest income.

Domestic net interest income increased by £75 million, or 5 per cent, to £1,666 million. Average interest-earning
assets increased by 1 per cent. Strong growth in mortgages and an increase in debt securities, mainly certificates
of deposit, were partly offset by a reduction in advances caused by the netting of certain advances which were
grossed-up in 1993. Excluding the grossing-up there was an 8 per cent increase in average interest-earning assets.
The net interest margin improved by 13 basis points, An increase in the interest spread was partly offset by a decline
in the contribution from interest-free liabilities; the benefit of an increase in free equity and current account credit
balances was offset by lower interest rates.
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Net interest income from international operations fell by £38 million, or 7 per cent, to £484 million. Average
interest-carning assets grew by 25 per cent, mainly reflecting increases in lending to banks and in debt securities,
chiefly in Brazil and New Zealand and from international activities of Treasury in London. This was offset by a
reduction of 73 basis points in the nct interest margin, owing to a lower interest spread and lower past due interest
receipts. [n 1994, international net interest income included £76 million past due interest received from Brazil and
Poland and in 1993 included £177 million past due interest from Argentina.

1993 1994
Group:
Net interest income £m 2113 2,150
fAverage interest-earning assets £m 58,613 64,706
Gross yield on interest-earning assets % 773 7.70
Interest spread % 2.64 2.56
Net interest margin % 3.54 3.32
Domestic:
Net interest income £m 1,591 1,666
Average interest-earning assets £m 41,154 41,608
Gross yicld on interest-earning assets % 8.02 7.52
Interest spread % 317 3.29
Net interest margin % 3.87 4.00
International:
Net interest income £m 522 434
Average interest-earning assets £m 18,459 23,048
Gross yield on interest-earning assets % 7.09 8.04
Interest spread % 1.64 1.48
Net interest margin % 2.83 2.10

y Other income

Other income was hit by losses in the bond markets and by a further provision against pension policies. Fees and
commissions receivable, which relate to a wide range of services provided across the Group, increased by
£68 million, or 5 per cent. This included an 18 per cent improvement from insurance broking and an 11 per cent
increase in international fees and commissions. Dealing profits {(before expenses) were down £141 million, largely
overseas. Foreign exchange trading income held up well, but there was a net loss on securities (before taking
account of related net interest income — see below), reflecting weakness in bond markets in most countries where
the Group operates. The lower increasc in the value of long-term assurance business reflected a lower level of sales

—Sgpsl . . - ..

in a difficult market and an additional provision of £60 million for possible redress to purchasers of pension policies,

bringing the total provision to £80 million.

d.1 sl

Dividend income from equity shares
Fees and commissions receivable:
UK current account fees

Other UK fees and commissions
Insurance broking

Credit cards

Estate agency

Internationai fees and commissions

Fees and commissions payable
Dealing profits (beforc expenses):
Foreign exchange trading income
Securities and other gains (losses)®

Other operating income:

Increase in value of long-term assurance business

Other

Total

1993
£m

6

335

524

98

| 7
! 69

261

1,364
{42)

116
a9

207

225
101

326

L1861

include net interest inceme of £103 million (1993: £37 million) derived from dealing assets.

1994
£m

12

167
114

281

1,735

*The description ‘dealing profits (before expenses)’ is a statutory requirement and the income included under this heading does not

Group interest-carning
assets £bn

1993 1994

Other income £m

1993 1994
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Operating expenses

Costs were tightly controlled. Staff expenses were virtually unchanged. Premises and equipment costs were

down £41 million and other expenses were up £3 million. Staff profit sharing increased by £7 million as a

consequence of the improved results and depreciation increased by £38 mllion, largely reflecting the accelerated

write-down of equipment as we continue to invest in new technology. The number of employees fell by 1,818, or

3 per cent. The reduction in past due interest receipts, mainly PCD, adversely affected the costiincome ratio.

In 1994, the ratio declined to 63.6 per cent, compared with 62.1 per cent in 1993.

Administrative expenses
Staff:

Salaries

National insurance
Pensions

Staff benefits
Restructuring

Other

Premises and equipment:
Rent and rates

Hire of equipment
Repairs and maintenance
Other

Other expenses;

Communications and external data processing

Advertising and promotion
Professional fees
Other

Total administrative expenses
Staff profif sharing
Depreciation

Total operating expenses

Cost ! income ratio

Number of employees at year-end {full-time equivalent)

Provisions for bad and doubtful debts

1993
Em

1,066
94
12
37
51
46

1994
£

1,306

1,078
97
19
28
25
58

168
41
72

113

1,305

394

163
42
59
89

183
62

292

353

582

2,282

37
47

2,466

62.1%
61,710

187
70
51

277

585
2,243
44
185
2,472

63.6%
59,892

The total charge for bad and doubtful debts was £135 million, or 0.3 per cent of lending, compared with £503 miltion,

or 1.2 per cent of lending, in 1993.

Provisions charge

Specific provisions: credit risks

UK Retail Banking and Insurance
Corporate Banking and Treasury
Private Banking and Financial Services
International Banking (excluding PCTH

General provisions: credit risks

Total provisions: credit risks
Specific provisions: country risks

Total

1993

£m

424

30

504

45

549
(46}

503

1994
£m

325
25
(1
26

375

375
(240)

135
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The charge for credit risks (non-PCD) was £174 million lower at £375 miliion, or 0.9 per cent of lending, compared
with £549 million, or 1.4 per cent of lending, a year ago. The charge arose mainly in UK Retail Banking, whose bad
debts were down £99 million at £325 million. The charge on personal and small business accounts has reduced
substantially. For Corporate Banking there was a charge of £25 million, compared with a specific charge of
£44 millien in 1993 of which £25 million was transferred from the general provision. The charge for International
Banking was £4 million lower at £26 million. For country risks (PCD) there was a net release of provisions of
£240 million, compared with a net release of £46 million a year ago.

Total provisions held at the end of 1994 to meet future loan losses were £2,345 million, representing 5.6 per cent
of lending, compared with £2,926 million, or 6.8 per cent of lending, at the end of 1993, If unapplied interest is
included, the cover ratio was 6.2 per cent, compared with 7.8 per cent a year ago. (Movements in provisions during
the vear are shown on page 20 in note 13.)

Total provisions for bad and doubiful debts 1593 1994
as % of lending (year-end) £ £m
Specific: credit risks
Domestic 691 (2.2%) 620 (2.0%)
International 124 (1.5%) 125 (1.5%)
815 (2.0%) 745 {1.9%
General: credit risks 288 (0.7%) 275 {0.7%)
Total: credit risks 1,103 (2.8%) 1,020 {2.6%)
Specific: country risks 1,823  (64.5%) 1,325 (51.8%)
Total 2,926 (6.8%) 2,345 (5.6%)
Ratios have been calculated on lending excluding unapplied interest.
Non-performing lending 1993 1994
Em £
Movements
At 1 January 5,082 4,295
Lending returning to performing status (524) {1,067}
Write-offs (733) (644)
Additions less repayments 470 170
At 31 December 4,295 2,724
Bualance at end of year
Excluding problem country debt:
Doubtful loans and advances 1,328 914
Debt recovery 1,370 1,242
2,698 2,156
Problem country debt not fully serviced 1,597 568
Total non-performing lending 4,295 2,724

Credit quality continued to improve in 199¢. Total non-performing lending (including PCD) was reduced by
£1,571 million, or 37 pcr cent, to £2,724 million from £4,295 million at the end of 1993. This reduction was the result
of lending of £1,097 million, largely PCD, rcturning to performing status, and write-offs of £644 million. Additions
less repayments were £170 million, down from £470 million a vear ago.

Total non-performing lending {excluding PCD) was reduced by £542 million to £2,156 million, representing
5.5 per cent of total Jending {excluding PCD), compared with £2,608 million, or 6.7 per cent, at the end of 1993.
Provisions held against principal lending and unapplied interest represented 33 per cent of total non-performing
lending {excluding PCD), compared with 30 per cent a year ago. If iending and provisions are adjusted for cumulative
amounts written off, the cover ratio was 53 per cent, compared with 47 per cent.

At the end of 1994, £568 million, or 21 per cent of the problem country debt portfolio included in loans and
advances was non-performing, down from £1,597 million, or 51 per cent, at the end of 1993. This includes lending
which is being partially serviced.

~1

Total provisions as %
of lending

1993 1994

Non-performing
lending £m

1993 1994
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Problem country debt 1993 1994
£m £m
Brazil 825 430
Venezuela 450 436
Rest of Latin America 586 574
Rest of the World 707 712
Total loans and advances* 2,578 2,152
Unapplied interest (301 178)
Provisionable exposure 2277 1,974
Provisions for bad and doubtful debts (1,823) (1,325)
Unprovided exposure 454 649
Provisions as % of provisionable exposure 80% 67%

*Total loans and advances exclude £584 million (1993: £54% million) voluntary short-term trade and interbank facilities, which are
fully serviced and not affected by restrictions on payment.

In 1994, there was a net reduction of £303 million in the amount of provisionable exposure included in loans and
advances, following rescheduling agreements with Brazil and Poland. As part of the arrangements, in exchange for
advances the Bank received par bonds with a face value of US$512 million. These bonds are collateralised by US
Treasury zero-coupon securities, which at maturity in 2024 will have a redemption value equal to the face value of
the bonds. The bonds have been transferred to investment securities at market value less 10 per cent at the date
of transfer. The difference between the value at the date of transfer and maturity value will be taken into profits in
equal annual instaiments over the life of the bonds.

Completion of the rescheduling agreements and a further reduction in non-performing PCD lending enabled us
to release provisions of £240 million and to reduce total cover for provisionable exposure of £1,974 million included
in advances to 67 per cent at the end of 1994, After the release of provisions and a decline in secondary market
prices during the year, at the end of 1994 the surplus of market value over net bock value of the total PCD portfolio
{including advances, collateralised bonds and unapplied interest} was about £400 million.

Tax
The tax charge for 1994 of £425 million represented ar effective tax ratc of 33 per cent (1993: 33 per cent), the same
as the UK corporation tax rate. The rate of tax is influenced by the geographic and business mix of profits.

Capital expenditure

In 1994, £150 million was invested in premises and equiprnent, compared with £170 million in 1993, Capital
expenditure over the past five years has totalled £1,044 million. This investment has been mainly in support of UK
activities, in the branch network and in new technology to enhance future profitability. It has been wholly financed
by a combination of internally generated funds and disposals. At the end of 1994, there were further capital
expenditure commitments of £31 million in respect of premises and equipiment.
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Capital ratios

The international standard for measuring capital adequacy is the risk asset ratio, which relates capital to balance
sheet assets and off-balance sheet exposures weighted according to broad categories of risk. In 1994, total capital
increased by £1,202 million, or 24 per cent. Tier 1 capital rose by £691 million, largely from retained profits, and
tier 2 capital increased by £500 million from the issue of £800 million dated loan capital less repayments on the
maturity of previous issues. Total risk weighted assets increased by £1.1 billion. As a result, the risk asset ratio

improved to 12.8 per cent from 10.6 per cent for total capital and to 7.8 per cent from 6.6 per cent for tier 1 capital.

1993 1994

Ln £m

Capital: tier 1 3,160 3,851
;tier 2 2,721 3,221
5.6881 7.072

Unconsolidated investments (866) {795)
‘Total capital 5,075 6,277
Risk weighted asscts: on-balance sheet 41,560 42,500
: off-balance sheet 6,600 8,700

Total risk weighted assets 48,100 49,200
Risk asset ratios: total capital 10.6% 12.8%
s tier 1 £.6% 7.8%

Liquidity

The Group's liquidity policy is based on ensuring that funding requirements can be met, both to replace existing
deposits as they mature and to satisfy demands for additional borrowing. To provide ready access to funds, the
source and maturity of deposits are managed to avoid any undue concentration of funding requirements at any one
time or from any one source.

A substantial proportion of the Group’s deposits are made up of current and savings accounts which, although
repayable on demand or at short notice, have traditionally formed a stable deposit base. The spread by number and
type of depositor helps to ensure against any unusually large withdrawal of these deposits. In addition, a large part
of sterling hquidity is held in high quality liquid assets such as discount house deposits, eligible bank bills, treasury
bills and gilt-cdged stocks.

In the wholesale markets, the Group has z significant involvement in the London money market and other major
financial centres around the world. This involvement and the strength of the Group’s earnings and balance sheet

arc important factors in assuring the continued availability of wholesale deposits at competitive market rates.

Interest rate and exchange rate exposure
The main objective of the Group’s management of its structural interest rate exposure is to limit the adverse effect
of interest rate movements on profits and to enhance earnings within defined risk parameters. A substantial
proportion of customer deposits and lending is at variabie interest rates, principally related to published rates
(including base and money market rates} or at ‘managed’ rates adjusted at the option of the Bank. Fixed rate assets
and liabilitis arc largely matched and any mismatches are managed through the use of interest rate swaps and other
derivatives. Foreign currency assets are matched with deposits in the same currency wherever possible.

The Group’s interest rate and exchange rate exposure on its trading portfolio is subject to strict controls in cach
dealing centre to allow trading to take place with other bank and corporate counterparties. All open positions are

closely monitored to control the Group’s exposure within prudential limits.

Risk asset ratio %

1993 1994

I Tolc! capital
I 7 ]
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Derivatives

Derivatives are contracts or agreements whose price is ‘derived’ from the value of underlying assets such as
currencies, equities, or commodities; from indicators like interest rates or exchange rates; or from a stock market
or other index. Typically, the derivative instruments that result comprise futures, forwards, swaps and option
contracts in a variety of forms. The Group uses derivatives to meet the financial needs of customers, as part of the
Group’s trading activities and to reduce its own exposure to fluctuation in interest and exchange rates.

As shown in the table below, the underlying total principal armount of exchange rate contracts was £182.3 billion
at the end of 1994, compared with £140.2 billion at the end of 1993, and interest rate contracts increased to
£556.3 billion from £327.3 billion. However, this does not represent the Group’s real exposure to credit risk which
is limited to the current cost of replacing contracts at current market rates should the counterparties default. Based
on market prices at the end of 1994, the total gross amount of such potential loss on exchange rate contracts was
£2.6 billiory, or 1.4 per cent of the underlying principal amcunt, and on interest rate contracts was £2.3 billion, or
0.4 per cent of the underlying principal amount. No account is taken of master netting agreements which reduce the
$T0OSS exposure.

Under 1to Over “Total Total
1 year 5 years 5 years 1994 1993
Remaining maturity Lon £bn £bn £bn Lbn
Exchange rate contracts:
Underlying principal ameunt 179.3 2.8 0.2 182.3 140.2
Replacement cost 2.5 0.1 —_ 2.6 1.6
Interest rate contracts:
Underlying principal amount 329.6 222.3 4.4 556.3 327.3
Replacement cost 0.9 i1 0.3 23 20

All derivatives activity is subject to the same credit approvals, limits and monitoring procedures used for other
credit transactions, all of which are aggregated to measure total counterparty risk. Derivatives exposure to
individual counterparties is calculated daily as the sum of mark-to-market values and conservative add-ons for
potential future exposure. Of the total gross replacement costs of £4.9 billion at the end of 1994, £4.4 billion, or
90 per cent, related to banks incorporated in OECD countries.

The overwhelming majority of derivatives activity consists of cash substitutes such as forward foreign exchange,
interest rate swaps and forward rate agreements. At the end of 1994, gross replacement costs related to over-the-
counter options activity, including purchased currency, interest rate and equity options, were £9 million, or 0.2 per
cent of total gross replacement costs.

The underlying principal amounts are not included in the balance sheet. Derivatives entered into for dealing
purposes are marked to market and the mark-to-market amount included in ‘other assets’ and ‘other liabilities'.
Unrealised gains and losses on these contracts are taken to the profit and loss account as dealing profits or losses.

Contracts entered into as hedges are accounted for in the same way as the underlying items being hedged.
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Consolidated profit and loss account

Note

Interest receivable:
Interest receivable and similar income
arising from debt securities
Other interest receivable and similar income
Interest payable

Net interest income

Other income

Dividend income from equity shares
Fees and commissions receivable
Fees and commissions payable
Dealing profits (hefore expenses)
Other operating income

Total income

Qperating expenses
Administrative expenses
Staff profit sharing
Depreciation

Trading surplus

Provisions for bad and doubtful debts
Specific
General

Amounts written off fixed asset investments
Operating profit

Income from associated undertakings

Profit on sale of shares in associated undertaking
Profit on ordinary activities before tax

Tax on profit on ordinary activities

Profit on ordinary activities after tax
Minority interests (equity)

Profit for the financial year attributable
to shareholders

Dividends
Retained profit

Earnings per share

21

13

19

35

Jor the year ended 31 December 1994

1994 1993

£ million £ million
h64 414
4,508 4,369
2,922 2670
2,150 2,113
12 6
1,432 1,364
(56) (42)

66 207

i 281 326
1,735 1,861
3,885 3,974
2,243 2,282
44 37

185 147
2472 2,466
1,413 1,508

| 135 458
| — 45
135 503

2 _

1,276 1,005
(2) 26

30 —
1,304 1031
425 337
879 694

82 89

797 605
334 284
463 321
61.7p 47.4p
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Balance sheets

at 31 December 1994
Group Bank
1994 1993 1994 1993
Note £ million £ million £ million £ million
Assets
Cash and balances at central banks 439 431 348 306
Items in course of collection
from banks 1,554 1,995 1,541 1,953
Treasury bills and other eligible bills 10 3,131 2,950 2,663 2,610
Loans and advances to banks 11 12,426 13,089 13,332 14,021
Loans and advances to customers 12 39,020 39287 30,717 31,929
Debt securities 16 7,459 85,539 5,622 4,443
Equity shares 17 249 173 162 50
Interests in associated undertakings 19 108 190 7 118
Shares in group undertakings 20 — — 2,220 2,284
Tangible fixed assets 21 1,731 1,783 1,426 1,499
Other assets 24 4,635 4013 4,143 3,540
Prepayments and accrued income 1,397 1,189 1,027 870
Long-term assurance business
attributable to shareholders 25 1,051 997 — —
73,200 71,636 63,208 63,623
Long-term assurance assets
attributable to policyholders 25 8,157 8121 — —
Total assets 81,357 79,757 63,208 63,623

The directors approved the accounts on 9 February 1995.
J R Ibbs (Chatrmayy B 1 Pitman (Chief Executive) M K Atkinso

J// B 1. Fan




LLOYDS BANK Plc

Balance sheets

Liabilities
Deposits by banks
Customer accounts
Items in course of transmission
to banks
Debt securities in issue
Other liabilities
Accruals and deferred income
Provisions for liabilities and charges:
Deferred tax
Other provisions for liabilities
and charges
Subordinated liahilities:
Undated loan capital
Dated loan capital
Other subordinated liabilities
Minority interests (equity)
Called-up share capital
Share premium account
Revaluation reserve
Profit and loss account

Shareholders’ funds

Long-term assurance liabilities
to policyholders

Total liabilities

Memorandum items

Contingent liabilities:
Acceptances and endorsements
Guarantees and assets pledged

as collateral security
Other contingent liabilities

Commitments:
Commitments arising out of sale
and option to resell transactions
Other commitments

at 31 December 1994
Group Bank

1994 1993 1994 1993

Noie £ million £ million £ million £ million
27 12,794 12,646 13,632 13,808
28 37,909 38,357 31,828 34,349
736 762 718 738

29 7,334 7,282 5,052 4,469
30 5,349 4,626 4,463 3,786
1,534 1,631 1,049 1177
31 195 100 {184) (272)
32 162 190 112 144

33 1,182 1,251 1,182 1,251
33 1,771 1,166 1,689 1,090
33 6 20 6 20
567 542 — —

34 1,297 1,284 1,207 || 1,284
35 53 32 53 32
35 59 — 1,092 1,036
35 2,252 1,747 1,219 711
3,661 3,063 3,661 3,063

73,200 71,636 63,208 63,623

8,157 8,121 — —_—

81,357 79,757 63,208 63,623

39

594 650 437 516

1,762 1,686 2,805 2832

1,360 1,353 864 936

3,716 3,689 4,106 4,284

6 10 6 10

15,820 14,833 13,623 12,481

15,826 14,843 13,629 12,491
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Statement of total recognised gains and losses
Jor the yeay ended 31 December 1994

1994 1993
£ million £ million
Profit attributable to shareholders 797 605
Currency translation differences on foreign currency net
investments 78 20
Total recognised gains and losses relating to the year 875 625
Prior vear adjustment for post-retirement benefits
other than pensions (34)
Total gains and losses recognised during the year 591

Historical cost profits and losses
for the year ended 31 December 1994

There is no material difference between the results as reported and the results that would have
been reported on an unmodified historical cost basis. Accordingly, no note of historical cost profits
and losses has been included in these accounts.

Reconciliation of movements in shareholders’ funds
for the year ended 31 December 1994

1994 1993

£ million £ million

Profit attributabie to shareholders 797 605
Dividends (334) (284)
463 321

Other recognised net gains and losses relating to the vear 78 20
Issue of shares 51 47
Premium on acquisition — (38)
Discount on acquisition 6 17
Net increase in shareholders’ funds 598 367
Shareholders’ funds at beginning of year 3,063 2,696

Shareholders’ funds at end of year 3,661 3,063




LLOYDS BANK Plc

Consolidated cash flow statement
for the year ended 31 December 1994

1994 1893
£ million £ million
Net cash inflow from operating activities (note 40a) 730 3,861
Returns on investments and servicing of finance:
Dividends received from associated undertzkings 10 14
Dividends paid {(280) (224)
Dividends paid to minority shareholders in group undertaking (51) (47)
Interest paid on subordinated liabilities (loan capital) (145) {(122)
Interest element of finance lease rental payments (2) (6)|
Net cash outflow from returns on investments and
servicing of finance (468) (385}
Tax:
UK corporation tax (105) 2}
Overseas tax {62) (46)
Total tax (167) (48)
Investing activities:
Net additions to investment securities (978) (226)
Sale of shares In associated undertaking 65 —
Addition to interests in associated undertakings (35) —
Acquisition of group undertaking (note 40f) — (27)
Additions to tangibie fixed assets (150) (176)
Disposals of tangible fixed assets 30 35
Capital injections to life fund (12) —
Purchase of shares from minority shareholders — (74)
Net cash outflow from investing activities (1,080) (462)
Net cash (outflow) inflow before financing (985) 2,966
Financing:
Issue of subordinated liabilities (Joan capital) 794 200
Issue of ordinary share capital 34 28
Repayments of subordinated liabilities (loan capital) (191) (105)
Capital element of finance lease rental payments (43) (41)
Net cash inflow from financing 594 82
{(Decrease) increase in cash and cash equivalents (note 4{c) (391) 3,048

Consolidated cash flow attributable to shareholders
for the vear ended 31 December 1994

Net cash infiow attributable to:

Shareholders and minorities® 140 576
(Other balance sheet movements (531) 2,472
(Decrease) increase in cash and cash equivalents (391} 3.048

*The net cash inflow attributable to shareholders and minorities represents the net cash flow
from trading activities (note 40a on page 30) adjusted for the items set out in note 40g.

15
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Notes to the accounts

1 Accounting policies
Accounting policies are unchanged from those of 1993,

a Accounting convention

The accounts are prepared under the historical cost convention as modified by
the revaluation of shares in group undertakings and interests in associated
undertakings, debt securitics and equity shares held for dealing purposes, and
premises (see e, f, g and h) in compliance with Sections 255 and 2554, Schedule
9 and other requirements of the Companies Act 1985 and in accordance with
applicable accounting standards.

b Basis of consolidation

Assets, liabilities and results of group undertakings and the share of results of
associated undertakings are included in the consolidated accounts on the basis
of the accounts made up to 31 December. In order to reflect the different nature
of the shareholders’ and policyholders’ interests in the long-term assurance
business, the value of long-term assurance business attributable to
shareholders and the assets and liabilities attributable to policyholders are
classified under separate headings in the consolidated balance sheet.

¢ Premiums and discounts on acquisitions

Premiums and discounts arising on acquisitions of or by group and associated
undertakings are taken direct to profit and loss account reserves in the year of
acquisition.

d Provisions for bad and doubtful debts and interest in suspense
Provisions for bad and doubtful debts are based on the year-end appraisal of
advances. The specific element relates to identified risk advances, whereas the
general element relates to latent bad and doubtful debts which are present in
any portfolic of bank advances but have not been specifically identified.
Advances are written down to estimated realisable value when the normal
banking relationship with the customer has ceased; where it is doubtful that
interest earned on loans and advances will be collectable, it is credited to an
interest in suspense account and is only released to the profit and loss account
when its collectability is no longer subject to significant doubt.

e Debt securities and equity shares

Premmiums and discounts on debt securities, apart from those held for dealing
purposes, are amortised from purchase to maturity in equal annual instalments.
Debt securities acquired in exchange for advances to couatries experiencing
payment difficulties, either collateralised or due to be collateralised by
US Treasury securitics, are included in the Bank's portfolic of investment
securities at an amount based on the market value at the date of exchange as
adjusted for the amortisation of discount on acquisition, Equity shares are stated
at cost less amounts wriften off or at directors’ valuation. Debt securities and
cquity shares held for dealing purposes are included at market value.
Investments held within the long-term assurance fund are included on the
following basis: stocks, shares, fixed interest securities and unit trusts held for
unit linked funds are valued in accordance with policy conditions at market
prices; other stocks and shares and fixed interest securities are valued at middle
market price and other unit trusts at bid price; investment properties are
included at valuation by independent valuers at oper market value for existing
use at 31 December 1994, and mortgages and loans are at cost less amounts
written off.

f Shares in group undertakings

Shares in group undertakings are stated in the halance sheet of the Bank at its
share of net tangible assets, with the exception of the life assurance group
undertakings which are stated on the basis described in m.

g Interests in associated undertakings
Interests in associated undertakings are stated at the Group or Bank share of
the net tangible assets of the relevant undertakings.

1  Accounting policies (continued)

h Tangible fixed assets

Freeholds and long leaseholds are included at the last valuation on the basis of
open market value for existing use or depreciated replacement cost as
appropriate. Short leaseholds (50 years or less) and equipment are included at
cost less depreciation.

Land is not depreciated. Leaschold premises with unexpired lease terms of 50
years ot less are depreciated by equal annual instalments over the remaining
period of the lease. Frechold and long leasehold buildings are maintained in a
state of good repair and it is considered that residual values, based on prices
prevailing at the time of acquisition or subsequent valuation, are such that
depreciation is not significant. The costs of adapting premises for the use of the
Group are separately identified and depreciated over 10 years, or over the term
of the lease if less; such ¢osts are included within premises in the balance sheet
total of tangible fixed assets. Equipment is depreciated by equal annual
instalments over the estimated useful lives of the assets, which for fixtures and
furnishings are 10-20 vears and for computers, motor vehicles and other
equipment are 3-6 vears.

i Leasing and instalment credit transactions

Lesasing income is credited to the profit and loss account in proportion to the net
cash invested so as to give a constant rate of return over each period after taking
aceount of tax.

Income from instalment credit transactions is calculated by the sum of the digits
method.

Operating lease costs are charged to the profit and loss account in equal annual
instalments cver the life of the lease.

The interest element of finance lease obligations 1s charged to the profit and loss
account over the life of the lease at a constant proportion of the balance of capital
repayments outstanding.

j Deferred tax

Deferred tax i1s provided at the appropriate rates of tax where there is a
reasonable probability that a liability or asset will crystallise in the foreseeable
future.

k Pensions and other post-retirement benefits

Contributicns to the Group’s pension schemes are charged to the profit and loss
account so as to spread the expected cost of pensions, calculated in accordance
with actuarial advice, on a systematic basis over employees’ working lives.
Pension arrangements for staff in the UK and for the majority of those overseas
are operated through defined benefit schemes funded by the Bank. The pension
cost relating to these schemes 1s asscssed in accordance with the advice of
qualified actuaries, using the projected unit methed. Variations from the regular
cost are allocated by equal annual instalments over the average remaining
service lives of current employees. Arrangements for pensions of certain staff
employed overseas who are not included in funded schemes are made in
accordance with local regulations and custom.

The cost of providing post-retirement benefits other than pensions is
charged to the profit and loss account on z systematic basis over employees’
working lives. The unfunded liability is included in provisions in the halance
sheet.

1 Foreign currency translation

Assets, liabilitics and results in foreign currencies are expressed in sterling at
the rates of exchange ruling on the dates of the respective balance sheets. For
countries experiencing hyper-inflation, a charge is made against profits as
interest expense to the extent that local inflation ercdes the value of the
working capital employed duning the year. Other exchange adjustments on
translation of working capital held abroad and in the UK on account of foreign
currency operations and exchange adjustments arising on trade investments,
premises and equipment, offset by those on any related currency loan capital,
are taken direct to reserves.
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Notes to the accounts

1 Accourtting policies (continued)

m Long-term assurance business

The value placed on the Group's long-term assurance business attributable to
sharcholders represents a prudent valuation of future earnings of policies in
force, together with the net worth of the business, being the net tangible assets
and the surplus retained within the long-term assurance funds. This value is
determined annually in consultation with independent actuaries and is included
separately in the balance sheet.

Changes in the value placed on long-term assurance business attributable
to shareholders, which are determined on a post-tax basis, are included in
the profit and loss account. For the purpose of presentation, the change in this
value is grossed-up at the underlying rates of tax in the long-term assurance
funds.

n Off-halance sheet instruments
Off-balance sheet instruments used in trading activitics are carried at market
value. Profits and losses on instruments which arc being used to hedge
exposures are recognised in a manner that reflects the accounting treatment of
the assets or liabilities being hedged.

2 Administrative expenses 1994 1993
fm Em
Wages ard salarics 1,188 1,200
Social security costs 97 94
Other pension costs 19 12
Staff costs 1,305 1306
Other administrative expenses 938 G76
2,243 2282
The average number of persons on a headcount basis 1694 1993
employed by the Group during the year was as follows:
Lioyds Abbey Life 10,513 10,479
Rest of Lloyds Bank Group: UK 42,758 48,115
: gverseas 8,849 8,588
62,120 67152

The auditors’ remuneration was £2,951,000 (1993: £2,936,000), of which
£935,000 (1993: £923.000) related to Lloyds Bank Ple. Fees paid to Price
Waterhouse in respect of non-audit services were £2,374,000 (1993:
£2 571 600, of which £1,322,000 (1993: £1,721,000) related to UK companies.

The total pension cost for the Group in 1994 was £19 million (1993: £12 millfon),
which included a charge of 4 million (1993: £4 million credit} relating to the
main pension scheme.

Full actuarial vaiuations of the main scheme are carried out every three years
with interim reviews in the intervening years. At 30 June 1993, the date of the
latest full actuarial valuation, the principal actuarial assumptions adopted were
that, over the long term, the annual rate of return on new investraents would be
2.5 per cent higher than the annual increase in pensionable remuneration and
5 per cent higher than the annual increase in present and future pensions in
payment, and 4.5 per cent higher than the annual increase in dividends
receivable. The market value of the assets of the main scheme at this date was
£4,021 million. The actuarial value of the assets represented 117 per cent of the
accrued liabilities allowing for future increases in pensions and pensionable
remuneration.

2 Administrative expenses (continued)

For funding purposes, the surplus of the main scheme is being eliminated by a
reduction in the Bank's contribution rate to the average ratc of normal
contributions paid by members to the scheme. It is anticipated that
contributions on this basis will be required from the Bank for the foreseeable
future. Contribution rates to other schemes have been adjusted to take account
of surpluses and deficiencies. The pensions prepayment of £158 million {1993:
£137 million) for the Group and £158 million (1993: £136 muilion) for the Bank
is included in prepayments and accrued income.

“The Group operates a number of schemes which provide post-retirement health
care benefits to certain employees, retired employees and their dependent
relatives. The total cost for the Group in 1994 was £4 million (1993: £4 nuliion).
The latest full actuarial valuation of the liability was carried out at 31 December
1994. The principal actuarial assumptions adepted were that, over the long
term, the valuation discount rate and the rate of increase in medical costs would
be 4.5 per cent and 6.5 per cent respectively higher than annual price inflation.

3 Amounts written off fixed asset investments 1994 1953
m £m
Debt securities 2 -
Equity shares - -
2 _
4 Profit on ordinary activities before tax 1994 1993
£in Lm
Profit on ordinary activities before tax is stated
after taking account of:
Income from:
Equipment leased to customers and banks and hire
purchase contracts: aggregate amounts receivable 1,405 1,379
[ncrease in value of long-term assurance business 167 225
Listed securities 434 284
Profit tess losses from securities trading (44) 63
Profit less losses on disposal of investment securities 14 7
Charges:
Rental of premises 121 121
Hire of equipment 42 41
Interest on subordinated liabilitics (loan capital) 178 133
Finance leascs: charges 2 6
: depreciation 46 19



18

LLOYDS BANK Plc

Notes to the accounts

5 Segment analysis

Class of business:

UK Retail Banking and [nsurance
Corporate Banking and Treasury
Private Banking and Financial Services
International Banking

Problem Country Debt

Central group items™

*1993 includes a general provision of £70 million.

Geographical area:

Interest receivable

Dividend income from equity shares
Fees and commissions receivable
Dealing profits (before expenses)
Other operating income

Total gross income

Profit on ordinary activities
before tax

Interest receivable

Dividend income from equity shares
Fees and commissions receivable
Dealing profits (before expenses)
Other operating income

Total gross income

Profit on ordinary activities
before tax

Class of business:

UK Retail Banking and Insurance
Corporate Banking and Treasury
Private Banking and Financizal Services
[nternational Banking

Problem Country Debt

Geographical area:
Domestic
International

Problem Country Debt

Profit on ordinary
activities before tax
1994 1993%*
£m m
437 319
302 280
96 98
112 153
328 260
29 (79)
1,304 1,031
Problem
Inter-  country
Domestic  national debt Total
1994 1994 1994 1994
£m gm £m Em
3,135 1,759 178 5,072
7 3 - 12
1,134 294 & 1,432
14 52 - 66
234 45 2 281
4,524 2,155 id4 6,863
791 185 328 1,304
Problem
Inter-  country
Damestic  national debt Total
1993 1993 1993 1993
Lm Lm Em £m
3,305 1,148 330 4,783
4 2 - 6
1,098 263 3 1,364
59 146 2 207
275 30 27 326
4,741 1,589 356 6,686
535 236 260 1,031
Net assetst Assetsi
1994 I1993%* 1994 1993**
£m £m fm Lm
3,517 3,260 27,737 27208
1,507 1,355 30811 31823
85 80 2,624 2,147
588 434 9,991 8,713
(L469 (1,524 2,037 1745
4,228 3,605 73,200 71,636
4,811 4,451 49,422 48,745
886 678 21,741 21,146
(1,469 (1,52¢) 2037 1745
4,228 3,605 73,200 71,636

3 Segment analysis (continued)

*++1993 figures have been restated to reflect the combination of the results of UK
Retail Banking and Lloyds Abbey Life under UK Retail Banking and Insurance
and the allocation of earnings on centrally held funds to the appropriate business
units based upon the capital supporting risk weighted assets. Previousiy
earnings on centrally held funds were included in central group items.

¥Net assets represent shareholders’ funds plus minority interests. Disclosure of
information on net assets is an accounting standard requirement (SSAP25);itis
not appropriate to relate it directly to the segmental profits above because the
business is not managed by the allocation of net assets to business units.

TAssets exclude long-term assurance assets attributable to policyholders.

The geographical distribution of gross income sources, profit on ordinary
activities before tax and assets by domestic and international operations is
based primarily upon the location of the office recording the transaction. The
operations of the Group which are domiciled in the UK, however, are allocated
between domestic and international depending on the location of the main
source of their business.

As the business of the Group is mainly that of banking and insurance, no
segment analysis of turnover is given.

6 Tax on profit on ordinary activities 1994 1993
£m L1

UK corporation tax 295 227
Relief for overseas tax (42) (34)
Qverseas tax 53 82
Deferred tax 105 82
411 337

Associated undertakings 14 -
425 337

The charge for tax on the profit for the year is based on a UK corporation tax
rate of 33% (1993: 33%). Deferred tax includes a charge of £83 million (71993
£16 million) in respect of the release of problem country debt provisions for
which deferred tax relief was previously assumed (note 31).

The UK corperation tax charge includes £37 million (1993 £43 million) in
respect of notional tax on franked investment income and on the shareholders’
interest in the increase in the value of the long-term assurance business.

7 Profit for the financial year attributable to shareholders

The profit attributable to shareholders includes a profit of £711 million (1593:
£449 million) deait with in the accounts of the parent company, for which no
profit and loss account is shown as permitted by Section 230(4) of the Companies
Act 1985.

8§ Dividends 1994 1993 1994 1993
DENce per  pexnce per

share share Em Lm

Interim 7.5 6.6 97 84

Final 13.3 15.5 237 200

25.8 22.1 334 284

During 1994, £17 million (1993: £19 million) was transferred to reserves in
respect of shares issued instead of cash, representing £12 million in respect of
the 1993 final dividend and £5 million in respect of the 1994 interim dividend.
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Notes to the accounts

9  Earnings per share

Profit attributable to shareholders

Weighted average number of shares in issue

dunng the year
Earnings per share

1994 1993
£797m  £605m
1,291m L277m

61.7p 47.4p

The figures for fully diluted earnings per share are not materially different.

10 Treasury bills and other
eligible bills

Group

Investment securities:

Treasury bills and similar securitics
Other eligible bills

Other securities:
Treasury bills and similar securities
Other eligible bills

Included above:
Unamortised discounts
net of premiums on
investment securities

Maovements In investment
securities comprise:

At 1 January 1994
Additions
Bills sold or matured

Amortisation of premiums and discounts -

At 31 December 1994

Bank

Investment securities:

Treasury bills and similar securities
Other eligible bills

Cther securities:
Treasury bills and similar securities
Other eligible bills

Included above:
Unamortised discounts
net of premiums on
investment securities

10 Treasury bills ané other
eligible bills {continued)

Movements in investment
securitics comprise:

At 1 January 1994
Additions

Bills sold or matured

Amortisation of premiums and discounts

At 31 December 1994

Cost
£m

2,488
16,623

(17,209)

1,902

Premiums
and

discounts Total

_&m £m

11 2,499

- 16,623

(121) (17,330)
120 120
10 1,912

Investment securities are those intended for use on a continuing basis in the
activities of the Group and not for dealing purposes.

The difference between the cost of other securities and market value, where the
market value is higher than the cost, is not disclosed as its determination is not

practicable.

1994 1964 19493 1993
Balance Balance
sheet Valuation sheet  Valuation
£m £m B Em Lm
92 92 41 41
1,848 1,847 2,460 2,460
1,940 1,939 2,601 2,501
—
1,175 418 |
16 31t
|
1,191 449
3,131 2,950
15 7
Premiums
and
Cost discounts Total
N £m £m &m
2,490 11 2,501
16,649 - 16,649
(17,209) (121) (17,330}
120 120
1,930 10 1,940
1994 1994 1993 1993
Balance Baiance
sheet  Valuation sheet  Valuation
o &m £m £m £m
64 64 39 39
1,848 1,847 2,460 2,460
1,912 1,911 2,499 2,499
735 | 82
16 | 29
751 111
2,663 2,610
15 7

11  Loans and advances
to banks

Lending to banks
Deposits placed with banks

Equipment leased to banks

Total loans and advances to banks
Provisians for bad and

doubtful debts

Interest held in suspense

Repayable on demand

Other loans and advances

by residual maturity repayable:
3 months or less

1 year or less but over 3 months
5 years or less but over 1 year
Over 5 years

Provisions for bad and

doubtful debts

Interest held in suspense

included above:

Duc from group undertakings

- all unsubordinated

Due from associated undertakings
- all unsubordinated

Group o _Bank
1984 1993 1994 1993
B £m L £m Em
836 1,367 2,949 3,331
11,920 12541 10,711 11,496
12,756 13908 13,660 14,827
1 I - -
12,757 13,909 13660 14,827
(262) (711) (260} (698)
(69} (163) (68} (108)
12,426 13,089 13332 14,021
1,906 1,235 1,982 1,405
7,892 8122 8,945 8,590
2,362 3,497 2,127 3,747
288 318 301 J60
309 737 305 725
(262) (711) (260) (698)
®9y (169 68  (108)
12,426 13,089 13,332 14,021
2,159 2027
- 92 - 92
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12 Loans and advances to
customers

Lending to customers
Hire purchase debtors
Equipment leased to customers

Total loans and advances to
customers

Provisions for bad and
doubtful debts

Interest held in suspense

Loans and advances

by residual maturity repayable:
3 months or less

1 year or less but over 3 months
5 years or less but over 1 year
Over 5 years

Provisions for bad and

doubtful debts

Interest held in suspense

Of which repayable on
demand or at short notice

Included above:

Due from group undertakings

- all unsubordinated

Due from associated undertakings
- al} unsubordinated

Group Bank

1994 1993 1994 1993
£m Em £m Em
37,524 38039 32,745 34188
1,035 922 - -
2,762 2,872 - -
41,321 41,833 32,745 34,188
(2,083) (2215 (1,81) (1,975)
(218) (331) 77 (284)
39,020 39287 30,717 31929
14,447 17101 13,611 15420
3,946 3,709 2,964 2821
7,092 6,539 4,847 4,322
15,836 14484 11,323 11625
(2,083) (22150 (1,81 (1,975)
(218 (33D amn (284)
39,020 39287 30,717 31929
8,462 10,395 7,514 8533
3,745 4,715

33 26 - -

The cost of assets acquired during the year for letting to customers under
finance leases and hire purchase contracts amounted to £1,111 million (1993:

£1,326 million).

13 Provisions for bad and
doubtful debts

Group

At 1 January

Exchange adjustments
Adjustments on acquisition
Advances written off
Reclassification of provision

for collateralised bonds
Recoveries of advances

written off in previous years
Charge to profit and loss account

At 31 December

In respect of:
Loans and advances to banks
Loans and advances to customers

Bank

At 1 January

Exchange adjustments
Advances written off
Reclassification of provision

for collateralised bonds
Recoveries of advances

written off in previous years
Charge to profit and loss account

At 31 December

In respect of:
Loans and advances to banks
Loans and advances to customers

1984 1994 1993 1993
Specific  General  Spectfic  General
£m fm Em £m
2,638 288 2,960 237
(39) (13) & 5
- - 1 1
(492) - (604) -
217 - (220) -
45 - 51 -
135 - 458 45
2,070 275 2,638 288

2,345 2,926

262 711

2,083 2215

2,345 2,926
2,454 219 2,773 174
(37 (14} (7} -
(438) - {508) -
(217) - {220} -
34 - 34 -
110 - 382 45
1,906 205 2,454 219

2,111 2,673

260 698

1,851 1,975

2,111 2,673
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11 Interest held in suspense 1994 19032 15 Concentrations of exposure Group Bank
fmo fm 1994 1993 1994 1993
Group £m Lm &m Lm
At 1 January 440 580 ' o
Exchange adjustments [E:3] 2} Loans and advances to
Interest written off (158) {133} customers and banks
Interest taken to income (87) (175} Domestic:
Interest suspended during the year 100 170 Agriculture, forestry and fishing 1,734 1,719 620 660
Manufacturing 2639 3219 2311 2905
At 31 December 287 40 | Construction 1.067 1187 1055  L177
Transport, distribution and hotels 2,784 2 846 2,358 2,484
In respect of: Property companies 1,895 2334 1,895 2333
Loans and advances to banks 69 109 Financial, business and other
Loans and advances to customers 218 331 services 7,063 6,783 6,807 6,605
Personal: customer mortgages 8,490 7.796 7,678 6,855
287 440 : other 4598 4498 4389 4334
Leasc financing 2,723 2820 - -
[.oans and advances on which interest is held Hire purchase 1,022 922 - -
In suspense: Due from group undertakings - - 4,979 4,445
Before provisions and interest held in suspense 1,482 2825 Other 1,940 2777 1,921 2,715
Provisions (643) (1,460)
[nterest held in suspense (287) (440) 35,975 37,001 34,013 34513
. ) ) Problem country debt¥ 2,736 3127 2564 2942
After provisions and interest held in suspense 552 1025 Other international 15,367 15614 9828 11,560
Bank Total 54,078 55742 46405 49015
At 1 January 392 530
Exchange adjustments {8) (5)
Interest written off {137y (106) | TProblem country debt comprises:
Interest taken to income (79} (169) Brazil 430 825 429 778
Interest suspended during the year 77 142 Venezucla 436 450 436 450
Rest of Latin America 574 596 540 596
At 31 December 245 392 | Rest of the World 712 07 691
In respect of: Total loans and advances® 2,152 2.578 2,106 2,515
Loans and advances to banks 68 108 Interest held in suspense (178) (301) (155} (275)
Loans and advances to customers 177 284 o -
Provisionable exposure 1,974 2277 1,951 2,240
245 392 Provisions for bad and doubtful
debts (1,329 (1,823 (1302) (1,790)
Loans and advances on which interest is held
in suspense: Unprovided cxposure 649 454 649 450
Before provisions and interest held in suspense 1,213 2,650
Provisions (572) (1,411) | *Total loans and advances exclude voluntary short-term trade and nterbank
[nterest held in suspense (245) (392) facilities of £584 million for the Group and £458 million for the Bank (1993:
o ) ) Group £549 million; Bank £427 million), which are fully serviced and not
After provisions and interest held in suspense 396 847

affected by restrictions on payment.
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16 Debt securities

Group

Tnvestment securities:
Government securities

Other public sector securities
Bank and building society
certificates of deposit

Other debt securities

Cther securities:

Government securities
Other public sector securities
Bank and building society
certificates of deposit

Other debt securities

Included above:
Due from associated undertakings
—all unsubordinated

Due within 1 year
Due 1 year and over

Unamortised discounts
net of premiums on
investment securitics

Listed on a recognised UK exchange

Listed elsewhere: collateralised bonds

: other
Unlisted

Movements in investment
securities comprise:

At 1 January 1994
Exchange adjustments
Additions

Securities sold or matured
Charge for the year
Amortisation of premiums
and discounts

At 31 December 1994

1994 1994 1993 1993
Balance Balance
sheet  Valuation sheet  Valuation
m £m Lm £m
2,457 2,316 Lo76 1,356
42 42 61 67
1,204 1,218 890 Loe1
434 435 421 418
4,137 4,011 2,548 2.842
1,322 1,322 1,497 1,497
109 109 104 104
435 435 134 134
1,456 1,456 1,256 1,256
7,459 7,333 5,539 5833
- 12
1,994 1,423
b,465 4,116
7,459 5,539
905 727
2,140 2,136 1,756 1,800
804 37 742 974
2,602 2,433 1,510 1,508
2,013 2,027 1,531 1551
7.459 7,333 5,539 5,833
Premiums
and
Cost discounts Provisions Total
m £m £m £m
2,611 51 14 2,648
67) - 2 (69)
8,210 - - 8,210
{6,600) - (i)  (6,589)
- - 2 (2
- 39 - 39
4,054 90 7 4,137

16 Debt securities (continued)

1954 1994 1993 1593
Balance Balance
sheet Valuation sheet  Vialuation
&m £m £m £m
Bank
Investment securittes:
Government securitics 1,413 1,341 1067 1,346
Other public sector securities 38 38 52 52
Bank and building society
certificates of deposit 1,204 1,218 989 1,001
Other debt securities 183 183 110 106
2,838 2,780 2218 2,505
Other securities:
Government securities 1,180 1,180 1,056 1,056
Other public sector securities - - 10 10
Bank and building society
certificates of deposit 379 379 121 121
Other debt securities 1,225 1,225 L038  L038
5,622 5564 4443 4,730
Included above:
Due from group undertakings
- all unsubordinated 45 43
Due from associated undertakings
- all unsubordinated - 12
Due within 1 year 1,525 1,066
Due 1 year and over 4,097 3,377
5,622 4,443
Unamortised discounts
net of premiums on
investment securities 719 487
Listed on a recognised UK exchange 2,185 2,180 1756  L800
Listed elsewhere: collateralised bonds 804 737 733 964
: other 924 924 725 722
Unlisted 1,709 1,723 1,229 1,244
5622 5,564 4443 4730
Movements in investient Premiums
securities comprise: ~ and
Cost  discounts Total
£m &m £m
At 1 January 1994 2,202 16 2,218
Exchange adjustments (68) - 68)
Additions 7,154 - 7,154
Securities sold or matured (6,488) - (6,488)
Amortisation of premiums and discounts - 22 22
At 31 December 1994 2,800 38 2,838

[nvestment securities are those intended for use on a continuing basis in the

activities of the Group and not for dealing purposes.

The difference between the cost of other securities and market value, where the
market value is higher than the cost, is not disclosed as its determination is not

practicable.
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17 Equity shares

Group

Investment securities:

Listed on a recognised UK exchange
Listed elsewhere

Unlisted

Other securities:

Listed on a recognised UK exchange
Listed elsewhere

Unlisted

Movements in investment
securities comprise;

At 1 January 1994
Additions

Transfer from intcrests in associated undertakings

Disposals

At 31 December 1994

Bank

Investment securities:

Listed on a recognised UK exchange
Listed elsewhere

Unlisted

Movements in investment
securities comprise:

At 1 January 1994
Additions

Transfer from interests in associated undertakings

Disposals

At 31 December 1994

1994 1994 1993 1993
Balance Balance
sheet Valuation sheet  Valuation
£m £m £m £m
128 315 47 138
36 34 21 25
68 83 69 87
232 432 137 250
11 31
3 2
3 3
17 36
249 173
Cost Provisions Total
£m £m £m
176 39 137
56 - 56
75 - 75
(38) 2 (36)
269 37 232
1994 1994 1993 1993
Ralance Balence
sheet Valuation sheet  Viluation
. £m £m £m £m
119 293 44 135
33 30 1 I}
10 10 5 5
162 333 50 145
Cost Provisions Total
£m £m £m
80 30 50
40 - 40
75 - 705
3) - 3
192 30 162

Investment securities are those intended for use on a continuing basis in the
activities of the Group and not for dealing purposes.

The difference between the cost of other sceurities and market value, where the
market value is higher than the cost, is not disclosed as its determination i3 not

practicable.

18 Assets transferred under sale Group Bank
and repurchase transactions T 1984 J993 T 1994 1993
£m m £m Lm
Treasury bills and other
eligible bills 720 690 406 429
Debt securities 66 96 29 -

786 786 435 429

19  Interests in associated Group Bank
undertakings £m £m
At 1 Januvary 1994 190 118
Exchange adjustments 19 -
Additions 35 -
Transfer to equity shares (79) (75)
Disposals (35) (35)
Retained profits (26) (1)
At 31 December 1994 108 7
Group Bank
1994 1593 1994 1993
fm Em £m £m
Interests in banks 101 72 - -
Interests in other associated
undertakings 7 118 7 118
Total - all unlisted 108 190 7 118
On a histerical cost basis, interests in associated
undertakings would have been inciuded as follows: 10 29

In July 1994, the Bank’s investment in 3i Group Pl¢ was reduced to 9 per cent
from 13 per cent as part of the public flotation of the company. This resulted in
a profit of £30 million (tax: nil). Before the flotation, 3i Group Plc was owned by
a consortium of the UK clearing banks and the Bank of England; the investment
was trcated as an associated undertzking and the profit and loss account
included the Bank’s share of the company's profits. Since the flotation, it is no
longer appropriate to treat the investment as an associated undertaking and it
is now included in equity shares; the profit and loss account only inciudes
dividends received from the company.

Issued share and  Interest

loan capital of

Principal associated {based on latest audited Lloyds
undertaking accounts) Bank Pl Nature of business

Banco Multiplic SA
Year end: 31 December

Ordinary NCz$474m
Preferred NCz$474m

*33% Banking and
*67% financial services

*Indirect interest.
Banco Multiplic SA is incorporated in Brazil which is also its principal area of
operation. The accounts of Banco Multiplic SA are audited by a firm other than
Price Waterhouse.
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20 Shares in group undertakings Bank
£m
At 1 January 1994 2,284
Exchange adjustments @)
Acquisitions -
Liquidation (200)
Repayment of capital (5)
Revaluations 145
At 31 December 1994 2,220
1994 1953
£m £Em
Listed on a recognised UK exchange 933 887
Unlisted 1,287 1,397
2,220 2,284
Market value of listed securities included above 1,438 1,856
Shares in banks 1,042 991
Shares in other group undertakings 1,178 1,293
2220 2284
On a historical cost basis, shares in group undertakings
would have been included as follows: 1,182 1,336

The principal group undertakings, all of which prepare accounts to
31 December and whose results are included in the consolidated accounts of
Lioyds Bank Plc, are:
Percentage
of equity
share
Country of capital
registration/  and voting
incorporation rights held Nature of business

*Lloyds Abbey Life Plc England 62% Life assurance and

other financial services

Lloyds Bank (BLSA) Limited England 100% Banking and financial
services

Lloyds Bank Factors Limited England 100% Credit factoring
Lloyds Leasing Limited England 106% Financial leasing
Lloyds Private Banking England 100% Private banking
Limited

$Schrider Miinchmeyer Germany 791% Commercial and
Hengst & Co investment banking
The Agricultural Mortgage England 100% Long-term agricultural
Corporation Plc finance
The National Bank of New  7100% Banking and financial
New Zealand Limited Zealand services

*Lloyds Abbey Life Group includes undertakings audited by a firm other than
Price Waterhouse.

7Indirect interest.

$Partnership.

The country of registration/incorporation is also the principal area of operation
for each of the above group undertakings except as follows:

Lloyds Bank (BLSA) Limited operates in Spain, Argentina, Ecuador and
Uruguay. The National Bank of New Zealand Limited also operates through
representative offices in the UK, USA, Hong Kong and Japan.

21 Tangible fixed assets Group Bank

Premises Equipment Premises Equipment

2m £m m £m
Cost or valuation:
At 1 January 1994 1,258 1,155 1,070 944
Exchange adjustments 8 16 2 8
Additions 32 118 27 71
Disposals (21} {70) (12) 37
At 31 December 1994 1,277 1,219 1,087 986
Depreciation:
At 1 January 1994 61 569 51 464
Charge for the year 29 156 26 130
Exchange adjustments - 9 - 6
Disposals 2) (57) - (30}
At 31 December 1994 88 677 77 570
Balance sheet amount at
31 December 1994 1,189 542 1,010 416
1,731 1,426
Balance sheet amount at
31 December 1993 1,197 586  L019 480
1,783 1,499

Equipment includes assets held under finance leases which at 31 December
1994 amounted to £25 million, net of accumulated depreciation of £82 million
(1993: £71 million, net of accumulated depreciation of £36 million).

Group Bank
1954 1992 1994 1993
&m LEm om Em
Balance sheet amount of
premises comprises:
Freeholds 933 931 780 780
Leaseholds 50 years and over unexpired 157 161 146 151
Leascholds less than 50 years unexpired 99 1095 84 88
1,189 1,197 1,010  L019
Balance sheet amount of
premises comprises:
Valued in 1990 781 790 773 782
Valued in 1992 174 174 51 54
At cost 234 233 186 183
1,189 197 1,010 Loig

On a historical cost basis, premises

would have been included as follows:

Cost 1,035 L0068 898 870
Accumulated depreciation (114) (88) (99) {78)

921 920 799 795

Land and buildings cccupied

for own activities 1,077 1,081 203 918
The valuations carried out in 1990 and 1992 as shown above related to UK
premises and overseas premises respectively. The accounting policy for

valuations is set out on page 16 in accounting policy h.
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22 Lease commitments
At 31 December, commitments under non-cancellable operating leases, in
respect of payments due to be made in the following year, were:

1994 1994 1993 1993
Premises Equipment  Premises Equiprent

m Em Em £m
Group
Leases on which the commitment
is due to expire in:
1 year or less 1 3 2 8
5 years or less but over 1 year 15 17 10 30
Over 5 years 102 - 102 -
118 20 114 38
Bank
Leases on which the commitment
is due to expire in:
1 year or less - 1 1 &
5 vears or less but over 1 year 7 3 5 23
Qver b years 76 - 77 -
a3 9 83 29

At 31 December, obligations under finance leases were:

1994 1993
Equipment Equipment
£m £m
Group
Amounts payable in:
1 year or less - 42
5 years or less but over 1 year 1 2
1 44
Bank
Amounts payzble in:
1 year or less - 42
- 42
23 Capital commitments Group Bank
1994 1893 1994 1993
gm Lm £m Em
Capital expenditure not provided
for n these accounts comprises:
Contracts 19 15 10 9
Authorised by directors but not
contracted 12 37 1 [}

In addition, under the terms of a framework agreement dated 15 July 1994 (as
amended} Chambers & Remington Limited (subsequently re-registered as
Chambers & Remington Plc), a whoily owned subsidiary of the Bank, offered
to acquire the business of Cheltenham & Gloucester Building Society (“the
society”) for an aggregate consideration payable by the Lloyds Bank Group of
£1.8 billien. The Lloyds Bank Group will provide sufficient additional cash
resources of up to £25 million to fund a cash payment to qualifying widows
and other bereaved joint account holders if proposed legislation is enacted prior
to the vesting date — expected to be 1 August 1995. The offer {which the
society has indicated its intention to accept) is subject to the completion of a
number of conditions, including the approval of the society’s members being
obtained at a special general meeting proposcd to be held on 31 March 1995
and the approval of the Bank’s sharcholders bemng obtained at an
extracrdinary general meeting to be held on 30 March 1995. The offer can be
accepted by the society at any time prior to 31 March 1995 and cannot be
revoked before that date.

21 (ther assets Group Bank
1994 1983 1994 1992
fm £m m Lm
Foreign exchange and interest - T
rate contracts 4,358 3,619 3,972 3,331
Other 277 394 171 209
4,630 4,013 4,143 3,540
25 Long-term assurance business 1994 1993
£ Lm
The value of long-term assurance business
attributable to shareholders inciuded in the
consolidated balance sheet comprises:
Net tangible assets of life companies 71 74
Surplus retained within the long-term assurance funds 189 169
Net worth of life companics 260 243
Value of policies in force 791 754
1,051 997
The long-term assurance assets attributable
to policyholders are:
[nvestments 8,442 8,401
Value of policies in force 791 754
Premises and equipment 23 26
Net current liabilities {48) (63)
9,208 9118
Long-term assurance business attributable to shareholders  (1,051) (997)
8,157 8121
Investments shown zbove comprise:
Fixed interest sccurities 1,556 1,440
Stocks, shares and unit trusts 5,278 5,569
[nvestment propertics 514 423
Other properties 23 22
Mortgages and loans 78 93
Deposits 993 854
8,442 8,401

The increase in the value of the long-term assurance business included in the
consolidated profit and loss account for the year ended 31 December 1994
amounted to £167 million before tax; £113 million after tax (1993: £225 million
before tax; £152 million afler lax).

In determining the value of long-term assurance business in force, assumptions
relating to future mortality, persistence and levcls of expenscs are based on
experience of the type of business concerncd. (ross investment returns
assumed vary depending upon the type of asset to which they relate. Profits
expected to arise in the future from business currently in force are discounted
at 12.5 per cent per annum after provision has been made for tax.

26 Assets and liabilities Group Bank
denominated in foreign T loo4 1963 1594 1992
currencies . £m £m £m £m

Assets: denominated in sterling 47,515 47,668 45,977 45718

: denominated in currencies
other than sterling 25,680 23,968 17231 17,905
73,200 71,636 63,208 63,623
Liabilities: denominated in sterling 47,581 47,724 46,030 45717
: denominated in currencics
other than sterling 25619 23912 17,178 17806

73200 71,636 63208 63,623
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27 Deposits by banks Group Bank
1994 1993 1964 1983
&m £m £m m
Repayable on demand 2,586 2142 2,693 2,373
Other deposits by banks with agreed
maturity dates or periods of notice
by residual maturity repayable:
3 months or less 8,941 8,558 9,603 9,645
1 year or less but over 3 months 1,104 1,713 1,261 1,678
5 years or less but over 1 year 157 216 74 107
QOver 5 years 6 17 1 5
12,794 12,646 13632 13808
Included above:
Due to group undertakings 2,784 2758
28 Customer accounts Group Bank
1994 1993 1694 15893
£m Lm £m  m
Repayable on demand 22,527 23,328 20,358 21,289
Other customer accounts with agreed
maturity dates or periods of notice
by restdual maturity repayable:
3 months or less 13,756 13,678 10,039 10,794
1 year or less but over 3 months 1,170 1,107 799 487
5 years or less but over 1 year 432 219 614 523
Over 5 years 24 25 18 1,256
37,909 38357 31,828 34349
Included above:
Due to group undertakings 978 2,530
29 Debt sccurities in issue - Group Bank
1994 1992 1994 1993
£m £m £m £m
Bonds and medium-term notes by
residual maturity repayable:
1 vear or less 51 303 - -
2 years or less but over 1 year 165 63 - -
5 years or less but over 2 years 75 216 - -
Over 5 years - 51 - -
291 632 - -
Other debt securities by residual
maturity repayable:
3 months or less 5,194 4226 || 3387 || 2223
1 year or less but over 3 months 1,627 2,132 1,444 1,961
5 years or less but over 1 year 222 291 221 285
7,043 6,649 5,052 4,469
7.334 7,282 5052 4,469
30 Other liabilities Group Bank
1994 1593 1594 1993
- &m Em £m £m
Foreign cxchange and
interest rate contracts 4294 3491 3906 3207
Current tax 335 232 225 146
Dividends 237 200 237 200
Other liabilities 483 703 95 233
5,349 4,626 4,463 3,786

31 Deferred tax Group Bank
1594 1993 1994 1993
£m _ £m £m m
Short-term timing differences (67} (82) (40 (56}
Pensions prepayment 53 45 53 45
Provision for problem country exposure  (156) (220) {154) 219)
Accelerated depreciation allowances 411 396 - (6)
Advance corporation tax recoverable (46) 39 {43) (36}
1985 100 (184) 272)

Of the £64 million movement in the deferred tax balance relating to provisions
for problem country exposure, £83 million relates to provisions released to
profit and loss account {note 6) and £19 million to changes in tax allowable

provision levels.

Group Bank
£m £m
At 1 January 1994 100 (272)
Exchange adjustments 4) -
Tax provided 105 96
Other movements 6) 8)
At 31 December 1994 195 (184)
Group Bank
1994 1993 1994 1993
fm £m B £m L
Potential tax for which no provision
has been made relating to
accelerated depreciation allowances on:
Equipment used in the business 42 42 42 42
Equipment leased to customers 72 72 - -
114 114 42 42

Provision has been made for the liability to tax on overseas earnings which are
expected to be remitted to the UK. No provision has been made for the liability
to tax which could arise if premises or group undertakings were disposed of at
their balance sheet amounts or investments in associated undertakings and
trade investments at their valuation. It is expected that the majority of these
assets will be retained in the business and that, in view of the substantial
number of properties involved and the law relating to rollover relief, the
likelihood of any such material tax liability arising is remote; no uscful purpose

would be served by attempting to quantify it.

32 Other provisions for Pension Other Total
liabilities and charges obligations

£m £m £m
Group
At 1 January 1994 41 149 190
Exchange adjustments 1 %) 4)
Provisions applied 1) (34) (35)
Other movements 2 - 2
Charge to profit and loss account - 9 9
At 31 December 1994 43 119 162
Bank
At 1 January 1994 - 144 144
Exchange adjustments - (5) (5
Provisions applied - (34} (34)
Charge to profit and loss account - 7 7
At 31 December 1994 - 112 112
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33 Subordinated liabilities 1994 1993
2m Im
Undated loan capiial:
*+Primary Capital Undated Floating Rate Notes:
Series 1 (US$750 million) 479 507
Series 2 (US$500 mullion) 320 238
Series 3 (US$600 million) 383 406
Group and Bank 1,182 1,251
Dated loan capital
£11:% Guaranteed Bonds 1994 - 14
*$Guaranteed Floating Rate Notes 1996 {minimum rate 5%} 80 120
*Guaranteed Floating Rate Notes 1997 (US$168 million) 107 151
101% Subordinated Bonds 1998 150 150
*Variable Rate Subordinated Notes 1998 160 200
*tGuaranteed Iloating Rate Notes 1998 (US$184 million) 118 155
11:% Subordinated Serial Bonds 1998 80 190
93% Subordinated Bonds 2023 200 200
¥7§% Subordinated Bonds 2004 397 -
=0%% Subordinated Bonds 2009 99 -
*F+Subordinated Floating Rate Notes 1999 298 -
Bank 1689 1,090
§Subordinated Fixed Rate Bonds 2003 (NZ$200 million} 82 76
Group 1,771 1,166
Other subordinated liabilities:
119:% Subordinated Notes 1995 (US$10 million) 6 20
Total subordinated liabilities : Group 2,959 2437
: Bank 2,877 2,361

These liabilities wil, in the event of the winding-up of the issucr be
subordinated to the claims of depositors and all other creditors of the issucr.

*Subject to the minimum rate stated, these notes bear interest at rates fixed
periodically in advance based on London Interbank rates.

TIn certain circumstances, these notes would acquire the characteristics of
preference share capital.

tlssued by a group undertaking under the Bank’s subordinated guarantee and on-
lent to the Bank on a subordinated basis.

Fssued by the Bank during 1994 to finance the general business of the Group
including the maintenance of prudent capital ratios in the event of the proposed
acquisition of the business of Cheltenham & Gloucester Building Society
proceeding.

§These bonds bear interest, to be resct in 1998, at a fixed margin over New
Zealand Government stocks.

Ylssued by the Bank through its Brazilian branch on a subordinated basis. These
notes do not qualify as dated loan capital under Bank of England definitions.

*Exchangeable at the election of the Bank for Subordinated Floating Rate Notes
2009,

The total dated subordinated liabilities of the Group are repayable as follows:

1994 1693

2m Lm

1 year or less 172 195
2 years or less but over 1 year 166 176
5 years or less but over 2 years 661 615
Over 5 years 778 200
1,777 1,186

34 Called-up share capital 1994 1993
- gm Im
Authorised: ordinary shares of £1 each* 1,650 1,650
[ssued and fully paid: ordinary shares of £1 each
At 1 January 1,284 L270
[ssued under employees” share schemes 10 10
[ssued instead of cash dividends 3 4
At 31 December 1,297 1,284

*Includes one cumulative floating rate preference share of £1.

Under the staff savings-related share option scheme and the senior executives'
share option schemes, options may be granted enabling members of staff to
subscribe for ordinary shares. At 31 Dccember 1994, options cxercisable
between 1995 and 2004 at prices ranging from 192p to 545p per share were
outstanding in respect of 50 million shares.

35 Reserves Associated

Group Bank undertakings
&m Em Im

Share premium account:

At 1 January 1994 32 32 -

Premium arising on issue of shares 24 24 -

Shares issued instead of cash dividends 3 3 -

At 31 December 1994 53 53 -

Revaluation reserve:

At 1 January 1994 - 1,036 -

Increase in net tangible assets of

subsidiary and associated undertakings - 145 -

Transfer from (o) profit and loss account 59 (89) -

At 31 December 1994 59 1,002 -

Profit and ioss account:

At 1 January 1994 1,747 711 137

Exchange adjustments 78 25 19
Discount on acquisition 6 - -
Shares issued instead of cash dividends 17 17 -
Sale of shares in associated undertaking - - (32)
Transfer {to} from revaluation reserve (59) 89 59

Transfer from (to} profit and loss account 463 377 (26)

At 31 December 1994 2,252 1,219 39

The Group profit and loss account reserves at 31 December include
£298 million (1993: £261 muillion) not presently available for distribution
representing the Group's share of the value of long-term assurance business in
force and the surpius rctained within the long-term assurance funds.

The cumulative amount of premiums on acquisitions written off against profit
and loss account reserves during the current and previous years amounted to
£156 million of which £81 million has been written off over the last 10 years.
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36 Directors’ interests
The interests, all beneficial, of those who were directors at 31 December 1994 in shares in the Bank and its subsidiaries were:

Shares: Lloyds Bank Plc Lloyds Abbey Life Plc Lloyds Bank Plc Lioyds Abbey Life Pk

At At At At

1 january 1 January 1 January I fanuary

1894 1994 1994 1994

At 31 ar later At 31 or later At 31 or later At 31 ar later

December date of December date of December date of December date of

1994 appointment 1994 appointment 1994 appointment 1994  appointment
P G Brown 35,357 32,696 Sir Brian Pitman 490,435 487,523
J T Davies 92,103 89,833 Lord Plumb 1,893 1,822
Sir Richard Greenbury 262 252 Sir [an Prosser 1,573 1,573
Sir Simon Hornby 1,500 L1500 1,000 1,000 Sir Michael Quinlan 1,076 L036
Sir Robin Ibbs 7,508 6,174 J M Raisman 10,218 10,082
S A Maran 34,266 34,266 4,334 1,500 The Earl of Selborne 1,000 1,600
A E Moore 131,928 130,594 C R Smith 13,820 13,820
P C Nicholson 1,000 1,000 Eric Swainson 1,128 1,088
D B Pirrie 27,557 25213 M H R Thompson 252,977 251,551

Sir Simon Hornby also had a non-heneficial interest in 7,000 shares in the Bank at the beginning and end of the year,

Options to subscribe for shares: Weighted
average

subscription

At Subscription Subscription price for

1 January price for price for Market options

1994 options options price outstanding

or later Granted Exercised At3l granted exercised at date at 31

date of during the during the December during the during the of December

appoinbment year year 1994 year year exercise 1994

Lloyds Bank Plc:

P G Brown 170,926 451 191,377 458p 391p
20,000 545p

] T Davies 205,518 837 204,681 215p 566p 323p

A E Moore 197,611 451 249,862 458p 387p
51,800 545p

D B Pirrie 225,030 451 245,481 458p 340p
20,000 545p

Sir Brian Pitman 385,739 451 443,645 458p 392p
57,455 545p

M H R Thompson 1,953 1,953 215p

Options outstanding are exercisable between 1995 and 2004.
The market price for a share in the Bank at the end of the year was 552p and the range during the year was 519p to 660p.

Lloyds Abbey Life Plc:
S A Maran 255,279 2,262 2,834 134,523 305p 254p 365p 291p
120,184* 397p

#The subscription prices for these options to subscribe for shares in Lloyds Abbey Life Plc were above the market price at the end of the year.

Options outstanding are exercisable between 1995 and 2003.
The market price for a share in Lloyds Abbey Life Plc at the end of the year was 330p and the range during the year was 313p to 471p.

None of the other directors at 31 December 1994 had options to subscribe for shares in the Bank or its subsidiaries and no dircctor had an interest in the loan capital
of the Bank or its subsidiaries.

The register of directors” interests, which is open to inspection, contains full particulars of directors’ shareholdings and options to subscribe for shares in Lloyds Bank
Plc and Lloyds Abbey Life Ple,

There were no changes in these interests between 31 December 1994 and 9 February 1995.
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37 Directors’ emoluments 1954 1993
£000 £600

Fees 312 266
Performance-related payments 446 340
Other emoluments 2,289 1,788
Employer's pension scheme contributions 197 118
3,244 2512

Pensions paid to past directors and their dependants 98 100
3,342 2,612

One director {1993: one) waived rights to receive emoluments of £3,750 in 1994
(1993: £7,500).

Performance-related payments, based on improvement in earnings per crdinary
share and the achievement of other predetermined targets, were made by the
Bank in March 1994 and related to the performance of the Bank and the
directors concerned during 1993 (amounts paid tn 1993 related lo 1992
performance). At the date of approval of the accounts, it was not possible to
determine the extent to which targets for 1994 had been achieved by these
directors. Any amounts to be paid by the Bank for 1994 performance will,
therefore, be disclosed in the next accounts.

The emoluments of the Chairman were £292,934 (1993: from 5 February,
£223,326: previous Chairman until 5 February, £30,666, excluding employer's
pension scheme contributions of £22,967) and did not include any employer’s
pension scheme contributions or performance-related payment.

The emoluments, excluding employer’s pension scheme contributions of
£19,500 (1993: £15,000), of the highest paid director were £571,383 (1993:
£446,513). These included a performance-related payment of £150,000 (1995:
£125,000).

The following table shows the number of directors whose cmoluments,
excluding employer's pension scheme contributions, fell within the bands stated:

Emoluments Ne. of directors Emoluments Ne. of dircctors

£ 1994 1593 £ 1994 1993

Up to 5,000 - 1 175,001 to 180,000 1 -
10,001 to 15,000 - 1 190,001 to 195,000 - 1
15,001 to 20,000 - 2 200,001 to 205,000 - 1
20,001 to 25,000 3 3 225,001 to 230,000 1 -
25,001 to 30,000 3 1 230,001 to 235,000 - 1
30,001 to 35,000 1 1 235,001 to 240,000 - 1
35,001 to 40,000 - 1 245,001 to 250,000 - 1
40,041 to 45,000 1 - 260,001 to 265,000 1 -
65,001 to 70,000 - 1 290,001 to 295,000 2 )
75,001 to 80,000 1 - 295,001 to 300,000 1 -
95,001 to 100,000 - 1 340,001 to 345,000 1 -
110,001 to 115,000 1 - 445,001 to 450,000 - i
150,001 to 155,000 1 570,001 to 575,000 1 -

—_

170,001 to 175,000

38 Transactions, arrangements and agreements involving directors
and others

At 31 December 1994, transactions, arrangements and agreements entered into
by the Bank or its subsidiaries with directors and connected persons and with
officers of the Bank included:

Number of Total
persons £000

Loans and credit card transactions:
Directors and connected persons 22 342
Officers 21 1,173

39  Off-balance sheet instruments and other commitments and
contingent liabilities

Lloyds Bank enters into various transactions during the course of its business
involving acceptances, endorsements, guarantees, performance bonds and
similar arrangements. [n addition various transactions are undertaken involving
off-balance sheet financial instruments. The amounts shown below are intended
to provide an indication of the volume of business transacted and do not
necessarily represent the underiying credit or other risks.

Group Bank
%) 1993 1964 1993
&m Em m £m
Contingent liabilities: T ’
Acceptances and endorsements 594 650 437 516
Guarantees 1,762 1,686 2,805 2832
Other:
Other items serving as direct |
credit substitutes 535 316 162 | 140
Performance bonds and other :
transaction-related contingencies 653 877 540 643
Other contingent liabilities 172 160 162 153
1,360 1,353 864 936
3,716 3,689 4,106 4,284
Commitinents:
Documentary credits and other
short-term trade-related transactions 441 385 363 300
Forward asset purchases and forward
forward deposits placed 800 586 409 335
Undrawn note issuing and revolving
underwriting facilities 78 81 12 40
Undrawn formal standby facilities, credit
lines and other commitments to lend:
Less than 1 year maturity 10,555 10,256 9,054 8515
1 year or over maturity 3,821 3401 3,660 3177
Other commitments 131 124 131 124
15,826 14,843 13,629 12481
Incurved on behalf of group undertakings:
Contingent liabilities 1,493 1,259
Commitments 128 221
1,621 1480

The underlying principal amount of forward exchange rate and interest rate
contracts, the risk weighted amount calculated according to Bank of England
principles and the replacement cost obtained by marking to market contracts
and aggregating those with a positive value where counterparty failure would
result in a loss are:

Group Bank
1901 1993 1994 1993
2m £m £m £m
Exchange rate contracts:™ o '
Underlying principal amount 182,291 146,233 171,185 126,148
Risk weighted amount 1,025 754 889 635
Replacement cost 2,615 1,632 2,367 1,500
Interest rate conlracts:*
Underlying principal amount 556,301 327272 547,992 321,954
Risk weighted amount 687 569 647 523
Replacement cost 2,307 1,989 2,228 1,934

*[neluding exchange traded contracts.

Exchange rate and interest rate contracts are entered into for hedging and
dealing purposcs.
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Notes to the accounts

40 Consolidated cash flow statement

a Reconciliation of operating profit to net cash 1994 1993
inflow from operating activities £m £m
Operating profit 1,276 1,005
(Increase) decrease in prepayments and accrued income (161) 122
(Decrease) increase in accruals and deferred income {119} 24
Provisions for bad and doubtful debts 135 503
Net advances written off (447) (553)
Amounts written off fixed asset investments 2 -
Increase in value of long-term assurance business (167) (225)
Transfer from life fund 60 74
Interest on subordinated liabilities (loan capital) 178 133
Loss on disposal of tangible fixed assets 2 7
Interest element of finance lease rental payments 2 6
Depreciation 185 147
Other non-cash movements (65) 21)
Net cash flow from trading activities 881 1,222
Net decrease (increase) in loans and advances 2016 (2.856)
Net increase in investments other than investment
securities (1,657) (1,935}
Net {increase) decrcase in other assets (552) 1,100
Net (decrease) incrcase in deposits by banks 03 6149
Net (decrease) increase in customer accounts (714) 28
Net (decrease) increase in debt securities in issue 84 1,865
Net increase (decrease) in other lizbilities 459 (1,192)
Net decrease (increase) in items in course of
collection/transmission 523 (446)
Other non-cash movements (49 (74)
Net cash inflow from operating activities 730 3861
b Analysis of cash and cash equivalents 1994 1993
as shown in the balance sheet £m £m
Cash and balances with central banks 439 431
Treasury and other eligibie bills 1,820 2512
Loans and advances to banks 7.241 6874
Debt securities 747 753
10,247 10,570

The Group is required to maintain balances with the Bank of England which, at
31 December 1994, amounted to £106 million (1993: £104 miilion).

¢ Analysis of changes in cash and cash 1994 1993
equivalents during the year fm  Em
At 1 January 10,570 7,565
Net cash (outflow) inflow before adjustments for the effect
of foreign exchange rate changes 391) 3048
Effect of foreign exchange rate changes 68 (43)
At 31 December 10,247 10,570
d Anailysis of changes in financing during Share capital
the year {including premium)
1994 1993
£m Lm
At 1 January 1,316 1,288
Cash inflow from financing 34 28
At 31 December 1,350 1,316

Subordinated liahilities
and finance leases

d Analysis of changes in financing during
the year (continued)

16994 1993
£m Lm
At 1 January 2,430 2379
Effect of foreign exchange rate changes (80) 47
Cash inflow from financing 603 95
Additions of finance leases - - -
Capital repayments (43) 41)
At 31 December 2,960 2480
e Analysis of the net outflow of cash and cash 1994 1993
equivalents in respect of the acquisition of a im £m
group undertaking
Cash consideration paid - 27)
Cash and cash equivalents acquired - -
Net outflow of cash and cash equivalents - (27)
f Acquisition of group undertaking 1954 1993
£m £m
Net assets acquired:
Cash and cash equivalents - -
Loans and advances - (984)
Other monetary assets - {37)

Tangibie fixed assets - (7}

Deposits by banks, customer accounts and other lizbilities - 984
- (44)
Discount arising on consolidation - 17
- 27}
Satisfied by:
Cash: deferred - -
: paid - 27)
- 27)
g Net cash flow attributable to sharcholders 1994 1993
and minorities __Em i
Net cash inflow (outflow) from:
Trading activities (note 40a) 881 1222
Returns on investments and servicing of finance (468) (385)
Total tax (167 (48}
Investing activities® 97 200}
Issue of ordinary share capital 34 28
Capital element of finance lease rental payments {43) (41)
146 576

*Net cash outflow attributable to shareholders from investing activities excludes
that relating to net interest-earning assets in respect of the acquisition of a
group undertaking and to the addition of investment securities.
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Auditors’ report

Corporate governance

The board has reviewed the code of best practice published in December 1992
by the Committee on the Financial Aspects of Corporate Governance (the
Cadbury Committee). The Bank has complied with the relevant provisions of
the code throughout the year,

Statement of directors’ responsihilities

The directors are required by the Companies Act 1985 to prepare financial
statements for each financial year which give a true and fair view of the
state of affairs of the Bank and the Group as at the end of the year and of
the profit or loss for the year Following discussions with the zuditors, the
directors consider that in preparing the financial statements on pages 11 to 30,
the Bank has used appropriate accounting policies, consistently applied and
supported by reasonable and prudent judgements and cstimates, and that all
accounting standards which they consider applicable have been followed.

The directors have responsibility for ensuring that the Bank keeps accounting
records which disclose with reasonable accuracy the financial position of the
Bank and which enable them to ensure that the financial statements comply
with the Companies Act 1985. They have general responsibility for taking such
steps as are reasonably open to them to safeguard the assets of the Group and
to prevent and detect fraud and other irregularities.

Statement of going concern

The directors are satisfied that the Bank and the Group have adequate
resources to continue to operate for the foreseeable future and are financially
sound. For this reason, they continue to adopt the going concern basis in
preparing the accounts,

Auditors’ report
To the members of Lloyds Bank Plc.

We have audited the financial statements on pages 11 to 30 which have been
prepared under the historical cost convention as modified by the revaluation
of investments and premiscs and the accounting policies set out on pages
16 and 17,

Respective responsibilities of directors and auditors

As described on this page the Company's directors are responsible for the
preparation of the financial statements. It is our responsibility to form an
independent opinion, based on our audit, on those statements and to report our
opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial statements. It
also includes an assessment of the significant estimates and judgements made
by the directors in the preparation of the financial statements, and of whether
the accounting policies are appropriate to the Company and the Group’s
circumstances, consistently applicd and adequately disclosed.

We planned and performed our audit s¢ as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the state of
affairs of the Company and the Group as at 31 December 1994 and of the profit
and cash flows of the Group for the year then ended and have been properly
prepared in accordance with the Companies Act 1985,

Price Waterhouse Pn.'(b \'\)QIQ(&W
Chartered Accountants and Registered Auditors /

London

9 February 1995
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Ten year financial summary

1985 1986 1987 1988 1989 1990

Results £m
Profit {loss) on ordinary activities before tax 668 732 (248) 952 (715) 722
Profit (loss) on ordinary activities after tax 411 501 (224) 618 (499) 497
Profit {loss) attributable to shareholders 410 497 (227) 615 (586) 410
Profit retained (loss) 335 400 (334) 478 (749) 220
Share information
Earnings (loss) per share 34.3% 41.5p (18.7b} 50.5p (47.8p) 33.2p
Dividends per share:

Net 6.2p 8.0p 8.8 11.2p 13.3p 15.3p

Gross equivalent 8.9 11.3p 119 4.9 177 20.4p
Dividend cover (times) 55 5.1 - 4.5 - 2.2
Market price (year-end) 145p 198p 163p 216p 303p 2969
Net assets per share 193p 227 197p 236p 192p 183
Shareholders 75,666 78,947 93,040 96,966 97,388 100252
Average shares in issue (m) 1,195 1,199 1,211 1,217 1,227 1,236
Performance measures
Post-tax return on average shareholders’ equity 18.8% 19.7% (87%) 235%  (204%) 17.7%
Post-tax return on average assets™ 0.96% 1.08% (0.48%) 1.27% (0.87%) 0.88%
Balance sheet £m
Shareholders’ equity 2,302 2,746 2,391 2875 2,365 2,271
Minority interests 16 9 2 367 422 456
Subordinated liabilities {loan capital) 1,611 1,745 1,459 2,090 2233 1,915
Total capital resources 3,923 4,463 3,826 5,301 5012 4,642
Assets™ 43,808 47,829 44,910 51,834 57,542 55,202
Capital ratios
Shareholders’ equity to assets™ 5.3% 5.7% 5.3% 5.6% 4.1% 4.1%
Risk asset ratios:

Total capital w* 10.7% 91% 10.1% 7.4% 8.5%

Tier 1 capital o 57% 4.8% 5.6% 4.4% 58.2%
Other statistics
US doliar exchange rate (year-end} 1.4390 1.4743 1.8850 1.8105 1.6135 1.9285
Average UK basc rate 12.2% 10.9% 9.7% 10.1% 13.9% 14.8%
Average UK rate of inflation 6.1% 3.4% 41% 4.9% 7.8% 2.5%

*Assets exclude long-term assurance assets attributable to policyholders.

**Risk gsset ratios not calculated before 1986

Notes
1 Share information has been restated for capitalisation issues.

1991 1992 1993 1594
670 801 1,031 1,304
474 521 694 879
390 a1 605 797
181 208 321 463
213 S50p  474p  6LTp
1670  184p  221p  258p
223 235 276 323p

1.9 19 21 24
392p 533p 659 552p
197 212p 239p 282p

102412 108390 114950 122,657
1247 1261 1277 1291
164%  17.1%  2L0%  237%
0.88%  0.87%  103%  120%
2476 2696 3063  3.661
498 535 542 567
1946 2295 2437 2,959
4920 5526 6042 T187

51,306 62937 7L63 73200

4.8% 4.3% 4.3% 5.0%

9.7% 9.8%  10.6%  12.8%

6.2% 6.0% 6.6% 7.8%

18670 15150 14795 15645
11.7% 96% 6.0% 55%

5.9% 3.7% 1.6% 2.5%

2 From 1992, certain assefs and liabilities which were previously nefted in the balance sheet are included as separate assets and liabilities. Prior years have not been

restated as the information is not available.




