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DFRECTORS' REPORT

The directors have pleasure in submitiing their reports and accounts for
the year ended 31st December 1986.

Activities

The company is an investment holding company and the main activities of
its principal subsidiaries and associate are the transaction of long-term
life assurance and pension business and the management of unit trusts and
the provision of mortgages to the public linked to pension plang and
endowment policies. The divectors foresee no material change in the
nature and scope of the company's activities.

Cn 31st October 1986 the company acquired from Target Group PLC a

shareholding in Target Home Loans Limited for a total consideration of
£950.

Group Propertizs

Information relating to changes in tangible fixed assets is given in notas
9 and 10.

Results

The directors do not recommend the payment of a fins\ dividend (1985 ~
£400,000). No interim dividend was paid.

The profit for the year retained in the group is £4,022, 200 (1985 -
£169,000). As noted in the accounting policies in note 1, the results of
Target Life Assurance Company Limited and its subsidiary, Target Annuities
Limited, ("the Target Life Group") have not been consolidated.

Separate abridged financial information for the Target Life Group is set
out in Notes 24 vo 29 on pages 21 to 26.

Directors

The directors and their interests are slown in note 23.

W
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DIRECTORS' REFORT (continued)

Disabled Persong

It is the policy of the company to offer equal opportunities to disabled
persons applying for employment having due regard to their aptitudes and
abilities in relation to the jobs available,

If any existing employee beccimes disabled, every effort is made to ensure
continuity of employment and that appropriate training is given.

The same opportunities are available to disabled persons as to other
employees within the limitations of each individual's abilities.

Employee consultation

The comparny places considerable value on the involvement of its employees
and has continued its previous practice of keeping them informed on
matters affecting them as employees of the company. This is achieved
through formal and informal meetings and the campany bulletin., Employee
representatives are consulted regularly on a wide range of matters
affecting tueir current and future interests.

Auditors

The auditors, KMG Thomson MzLintock, are merging with Peat Marwick
Mitchell & Co and are now practising under the name of Peat Marwick
McLintock. Accordingly they have signed the audit report in their new
name. A resolution concerning the appointment of Peat Marwick MclLintock
as auditors and their remmeration will be submitted to the annual general

meeting.

By order of thé Board

Ry Qus

Paul Roberts
Secratary
Target Housz '
Gatehouse Road 16th June 1987
Aylesbury
Buckingharshire

HP19 3EB
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CONSO! ZDATED PROFIT AND LOSS ACOOUNT

For the year ended 3lst December 1986

Tumover

Cost of sales

Gross profit
Administrative expenses

Trading profit

Dividend from life assurance subsidiary

Other operating income

Share of assoclate company profit

Other interest receivable

Interest payable

Profit on ordinary activities before

tax

Tax on profit on ordinary activities
Profit on ordinary activities after

tax
Dividends paid and proposed
Retained profit for the year

Page 3
1986 1985
Notes £000 £000
2 332,611 222,522
(325,692)  (217,55%)
6019 a0m
(6,045) (38,691)
3 e 1,280
3,469 -
184 198
7 -
6 1,374 143
5,98 1,621
7 (894) (837)
2 5,014 784
8 (994) (215)
4,020 569
- (400)
18 4,020

The accounting policies and notes on pages 6 to 26 form part of these

accounts.
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At 3ist Docember 1986 )
- Group Company
1986 1985 1980 1985
_ Notes £000 £000 £000 £000
FIXKED ASSETS
Tangible assets Y 1,711 1,498 1,340 1,350
Investments 10 55,171 40,228 58,143 43,200
56,882 41,726 59,483 44,550
CURRENT ASSETS
Stocks 11 2,851 1,992 - -
Debtors 12 2.3 449 14,887 11,099 4,930
Cash at bank and in hand 1,978 36 79 3
28,278 16,915 11,178 4,933
CREDITORS: Amounts fallding
due within cne year 13 (25,185)(16,781) (7,785) (5,116)
NET CURRENT ASSETS/(LIABILITIES) 3,093 134 3,393 (183)
TOTAY, ASSETS LESS CURRENT
LIABILITIES 59,975 41,860 62,876 44,367
CREDITORS: Amounts falling
due after more
than one year 14 (8,900) (6,900) (8,900) (6,900)
PROVISIONS FOR
LIABILITIES AND CHARGES 15 (72) (28) (44) -
NET ASSETS 51,003 34,932 53,932 37,467
CAPITAL AND RESERVES
Called up share capital 16 14,002 14,002 14,002 14,002
Revaluation reserve 17 32,306 20,255 325,281 23,230
Profit and loss account 18 4,695 675 4,649 235
SHAREHOLDERS ' FUNDS 51,003 34,932 53,932 37,467
PETER PARKER Chairman %M
JOEN STONE Managing Director

These accounts were approved by the Board of Directtrs on 16th June 1987.
The accounting policies and the notes on pages 6 to 26 form part of these

accounts.
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OOMSOLIDATED. STATEMENT OF SOURCE AND APPLICATION OF FUNDS

For the year ended 31yt December 1986

1986 1989
£000 £000
SCURCE, OF FUNDS
Profit on ordinary activitics
before tax 5,014 784
Adjustments for items not involving the
movement of funds:
Depeciation 93 73
(Profit)/Loss on sale of tanitle fixed assets g (5)
Loss on sale of fixed asset Investment - 4
Tax credit on dividend from life assurance
subsidiary (534) -
Provision for loss idn associate conpany 44 -
Profit from associate company (7) -
Total generated from opesrations 4,619 856
FUNDS FROM OTHER SOURCES
Medium-term bank loan 2,000 1,000
Proceeds of sale of tanglble fixed asgets 18 28
Proxeeds of sale of fixed asset
investmants - 21
2,018 1,049
6,637 1,905
APPLICATION QF FUNDS
Dividends paid (384) ( 80)
Tax and group relief paid (159) (435)
Purchase of tangible fixed ussets (333) 1,443)
Purchase of shares in life agsurance subsidiary (749) -
Purchase of shares in associate company (1) -
Purchase of other irwestments (2,142) -

(3,768) (1,958)

2,869 (53)
INCREASE/(FECREASE) IN WORKING CAPITAL
Incseass in stocks 859 130
Increase,/{Decrease; in debtors (excluding
tax) 8,609 (924)
(Increase)/Decrease in creditors (excluding tax
and proposed dividends) (11,370) 1,353
{1,902) 559
Movement in net liquid funds:
Increase/(decrease) in cash at bank and in
hand 1,942 (612}
Decreasa in bhank overdrafts 2,829 -
2,869 (53)

The accounting policies and the notes on pages 6 to 26 form part of these
accounts.
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NOTES 1O _THE ACCOUNTS

1« AQCOUMTING POLICIES

a)

o)

Basis of preparation and consolidation

The accounts bave been prepared under the historical cost
convention, as modified by the revaluation of certain assels of
Target Idfe Assurarnce Company Limited, and in accordance with s2%8
and s230 of, ard Schedule 4 to, the Companies Act 1985, A
consolidated profit and loss account has been presented for the
group only as provided by s228(7) of the Compenies Act 1985,

The group accounts cinsolidate the accounts of the company and all
Its subsidiaries with the exception of the Target Life Group,
( Ilmll ) .

TLG carries on long term life dssurance, pensions and annuity
business and the directors believe that this business is so
disgimilar from those of other companies within the group that
full consolidation of the TLG accounts would be misleading.
Accordingly, group accounts have been prepared in the form of
consolidated accounts for the company and its subsidiaries
excluding T%, together with separate abridged financial
information for TLG extracted from the audited consolidated
accounts of Target Life Assurance Company Limited for the year to
31st December 1986. ‘

The consolidated financial ststements include the appropriate
share of the associated company's results and retained reserves
based on audited accounts for the year.

Investment in Target Life Assurance Company Limited

Rach year the investment in TLA is revalued by the direclors,
based on an independent actuarial appraissl. This takes into
accounit the net assets of the company and the value of policies in
force at that time. Any increase in valuation is cowerted into a
tangibie sssel at the relevant date.

Investments

Investments are included at cost except for the investment in TLG
which is valued in accordance with the above accounting policy.

Investments held by TLG are valug:l at close of business on the
last dealing day of the year as follows:

Unit trust holdings - at published bid price
Listed investments - at middle market price
Unlisted investments -~ at directors' valuation

Investment properties are included at valuations made by
independent chartered surveyors on the basis of cpen maxket values
at the balance sheet date, less estimated selling expenses.
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NOTES _TO_THE ACCOUNTS {continued)

d)

e)

£)

)

Income

Turnover comprises amounts derived from the group's ordinary
activities consisting of trading in units and fees receivable for
the management of unit trusts.

Income from uniisted investments is brought into account when
recelved.

Inccme distributions from unit trust holdings and listed
investments are accounted for at the dates that such holdings are
tuoted ex-distribution.

Income recelved under deduction of tax is brought into account
after taking credit for such tax.

The income earncd from funding the initial commission payments
made by the compiwy's life assurance subsidlery in relation to
certain types cf nolicy, is included in Other Inccme so as to
provide a constant rate of return on the amounts outstanding.
Any amounts of principal or aincome that become lrrecoverzhie are
charged against that income,

Depreciation
Depreciation is provided so as to write off the cost of tangible

fixed assets by egual instalments over their esltimated useful
lives as follows:

Equipment - Five years
Motor vehicles - Four yesrs

Stosks

Stecks of units held at the balance sheet date ire valued at the
lower of cost and published hid value.

LCeferred tax

Deferred tax is provided on short term timing differences and on
the excess of capital allowances over depreciaticn if material,

only to the extent that it is probable that an actual liability
will crystallise.
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NOTES T0 THE ACOXUNTS (continued)

h)

i)

3)

k)

Group pengion scheme

Certain employees and directors are inclided in the group pension
scheme on the grounds of age or emoluments, No contributions were
made to the scheme during the year as it continues to be fully
funded. The scheme is financed through a separate
self-administered fund.

Camputer development expenditure

Al)l costs related to computer development expenditure have been
treated as revenue items and written off when incurred. The costs
of externally produced software packages are amortised over a
period not exceeding three years.

Leasing

Assets held under finance leases and the related lease obligations
are recorded in the balance sheet at the fair valus of the leased
assets at the inception of the leases. The excess of the lease
payments over the recorded obligations are treated as finance
charges which are amortised over each lease term ‘o give a
canstant rate of charge on the remaining balance of the
obligation.

Rental costs under operating l=ases are charged to the 1life fund
revenue account in equal annual amounts over the periods of the
leases.

Premiims
Premivms are shown net of reinsurance. Premiums received in

respect of proposals which were not accepted at the balance sheet
date are not included in the life fund.
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NOTES TO THE ACCOUNTS (eontinued)

1) Qlaims

Claims are brought into account when notified and are shown net of
reinsurance.

m) Commission

Commissicn is shown net of reinsurance.

n) TForeign currencies

Foreign currency balances have been converted into sterling at
rates ruling at the balance sheet date. Any differences arising
therefrom are taken to the consolidated profit and loss account
or, in the case of TLG, to the life fund revenue account.

2. TURNOVER AND PROFIT BEFORE TAX

Attrdimitable
Turnover pre~tax profit
1986 1985 1986 1985
£000 £000 £000 £000
Unit trust anu offshore
fuind management 332,611 222,407 1,023 1,623
Unit trust administration - Ep 7
Morbgage business '
~Profit/(Loss) of
associated company - - 7 (81)
Life assurance - - 3,469 -
Interest received/(paid) - - 515 (765)
332,611 222,522 5,014 784

Tumover includes sales of units to TLA of £141,974,000 (1985:
£109,189,000). )

Cost of sales includsz repurchases from TLA of £117,507,000 (1985:
£78,340,000)

All of the turnover arises in the UK with the exception of £14,539,000
relating to unit trust offshore fund management which arises in the
Isle of Man, Jersey and Luxemboury.
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NOTES TO THE ACCOUNTS (contdnued)

3.

TRADING PROFIT

Trading profit is stated after charging:
Depreciation of tangibie fixed assets
(Profit)/Loss disposal of tangible fixed

assets
Auditors' remmeration

GROUP EMPLOYEES (including TLG)
Average number of employees by activity:

Marketing
Administration

Wages and salaries
Social security costs

Fage 10

1986 1985
£000 £000
83 73
9 (5)

43 35
=31 ~‘:;'—".‘.‘.F-‘:Eﬂ:-"
1986 1985
NO. MI
150 138
545 459
695 537
£000 £000
8,057 5,828
788 505
8,845 6,333

The nunber of enployees whose remuneration fell into ‘the following

[ e
Q

]

bands wasg:

No. of employees
1986 1485

£30,001-£35,000 14
£35,001-£40,000 12
£40,001-£45, 000 9
£45,001-£50, 000 5
£50, 001~-£55, 000 2

HFNOao

£55, 001-£60, 000
£60, 001-£65,000
£65, 001-£70,000
£95, 001~£140, 000

HWH

No pension fund contributions were made by the Group during the year.
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NOTES TQ THE ACOOUNTS (continued)

1986 1985
£000 £000
5. DIRECTORS' EMOLUMENTS
Fees 20 20
Mansgement remmneration 373 238
393 258
I — REEEER R
Emoluments
1986 1985
£000 £000
of the chainnan 20 20
of the highest paid director 134 109

e

The emoluments of other directors fell within the following bands:

1986 1985

No. No.
£30,00L - £35,000 1 -
£40,001 - £45,000 1 -
£55,001 - £60,000 1 1
£105,001 - £110,000 1 1

=

No pension fund contributions were made by the Gymup during ths year.

6. OTHER INTEREST RECEIVABLE

1986 1985
£000 £000
Interest from comuission funding arrangement 1250 -
Interest receivable on loans and deposits 124 143
1374 143
=mmozams ¥ impmpmasenmn

7. Il EREST PAYABLE
1986 1988
£000 £000

Bank overdrafts and loans wivaliy repayable
within £ive years 894 837

o e e e i e gt Il k0 B0 s e
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NOTES TO THE ADCOUNTS (continued)

8.

TAX ON PROFIT ON ORDINARY ACTIVITIES

1986 1985
£000 £000
UK Colporation tax at an average rate
of 36.25% (41.25%) 350 79
Share of tax on associated company profits 7 (33)
Group relief receivable (15) 105
Tax credits attributable to franked investment
income 690 84
Prior year adjustments (44) {(20)

I v o s 0 . g s it

A e o .t e B st 1 o g
—_RaEEEE oo
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T e e

TANGIBLE PIXED ASSETS

GROUP
Cost

At lst Janumary 1986
Additiong
Disposals

At 3lst December 1986
Depreciation

At lst January 1986
Charge for the year
Disposals

At 31st December 1986
Net bock value

At 3lst December 1986
At 3lst December 1985
COMPANY

Cost

At legt January 1986
Miditions

Disposals

At; 31st December 1986
Depreciation

At lst January 1986
Charge for the year
Disposals

At 3lst December 1986
Net book value

At 3lst December 1986

At 31lst December 1985

tDINGS LIMITED AND SUBSIDIARY COMPANTES

{continued)

Freehnld

Investment Plant and  Motar
Prope; Fqulpment Vehicles Total
£000 £000 £000 £000
1,257 50 298 1,608
280 63 333
(12) - {25) (47)
1,245 330 316 1,891
- 27 89 107
- 12 81 93
- - (20) (20)
- 39 141 180
1,245 291 175 1711
i,557 218 1,495
1,257 - 15 1,372
5 39 44
(12) - (12) (24)
1,245 5 142 1392
- - 22 22
1 34 35
- - (5} (5)
- 1 51 52
1,245 4 91 1,340
1,257 - 93 1,350

et e e

Page 13
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MNOTES. O HiR AOOUMTS {continued)
10, FIZED ASSET INVESTVENTS
Ag at 1lst As at 3lst
January Recember
1986 Revaluation Additions 1586
£000 £000 £000 £000
Inveatment In life
assurance subsidiary 40, 200 12,051 749 53,000
Undts in authorised
unit trusts 28 ” ~ 28
Mortgage loans - - 2,142 2,142
Investment in associate
campany - - 1 1
40,228 12,051 2,892  §5,171

The invesiment in the insurance subsidlary, Target Life Assurance

Limited, was valued by ths directors at £53,000,000 at Slzt
Decenber 1986 in accordance with the procecure described in accounting
policy rote 1(b).

No provision has been made for any tax which might arise 1f the group
were to dispose of the investment at this value as it is not the
intention of the directors to maks such a digposal in the foreseeable
future; the maximum amount of such taxation is estimated to ke £11.1
miliion.

The investments in unit trusts, all of which are mansged by group
companies, have been deposited with the trustees of certain unit
trusts to secure provision for future management expenses. The market
values of the investments in unit trusts at 31st December 1986
amounted to £87,000 (1985 - £74,000).

QOMPANY

The campany's investments in other subsidiary compandes are showm at
their original costs and the directors consider that they are worth
rot less than these amounts.

Mortgage Insurance Cthex
Loang Subsidiary Subsidiaries Total

£000 £000 £000 £000
At 1st January 1986 - 40,200 3,000 43,200
Revaluation - 12,051 - 12,051
Additions 2,142 749 1 2,892
= 2Lst Decenbar 1986 2,142 53,000 3,001 58,143

On 3ist October 1986 Target Group PLC's holding in the unlisted
campeny, Target “ome Losns Limited, was acquired by Target Ho! dings
Limitad for a consideration of £950. Further information on Target
Ho 2 Loans Iimited is set out in note 22.
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NOTES THE THE ACCOUNTS {(continued)

1986 1)
11, STOCKS £000 0
GROUP
Units in authorised unit trusts 2,801 1,992
R RERRREE
12, DEBTORS
1986 1885
£000 £0Q0
GROUP
Due within ong year:
Amount due from associate company 468 -
Trade debtors 13,233 4,739
Amounts owed by group companies:
- TLA conmissions agreement 4,693 2,403
- TLA other - 6,14]
Other debtors 749 114
Tax 230 337
Prepayments and accrued inccme - 857
Proposed dividend 2,935 -
2Z,368 13,791
Due after cne year:
9T.A comnissions agreement 1,035 1,030
Other debtors 46 &b
23,449 14,887
OOMPANY
Due within one year:
Amounts owed by subsidiaries:
- TLA comissicns agreement 4,693 2,403
Group dividends receivable 4,179 800
Group relief receivable 389 580
Corporation tax receivable 273 114
Other debtors 530 3
10,064 3,900
Due after one year:
TI.A comussions agreement 1,035 1,030
11,099 4,930

The amounts recoverable from TLA include £5, M0 00 (1885 - £3,433,000)
which arises under an agreement whereby Targeu ' 3ldings Limdted makes
advances to ‘the subsidiary of amounts equivalent ¥ the initial comidssion
payable on certain types of policy. TLA repays these advances and charges
them to its liie fund revenue account when the premivms from the related
policies are recaived.
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NOTES TO THE ACOQUNTS (continuedd)

134

14.

CREDITORS: Amounts falling due within one year

GROUP

Bank uverdrafts

Trade creditors

Amounts owed to group corpanies
- TIA

- Holdirg company and fellow subsidiaries
-~ Agsociated corpanies

Other creditors

Group relief payable

Tax and socilal security
Accruals and deferred income
Preposed dividend

OOMPANY

Amounts owed to group companies:

~ Holding company and fellow subsidiaries
- Own subsidiaries

Related ccompany

- Accruals and deferred income

-~ Other creditors

— Proposed dividend

1

CREDITORS: Amounits falling due after nore than cne year.

1986
Group
£ 000
Unsecured bark loans
regayable betwsan two and
five years 8,900

Fmocomo

O o e v e

ot s

— e =

Page 16

e

Ty ——
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A Lt e 7
TESSmae

1985

Interest on the bank loans is repayable at a fixed margin above LIBOE.
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15. PROVISIONS FOR LIABILITIES AND CHARGES

16.

17.

18.

1986 1986

Provision for losses in assoclated company £000 £000
Provigion for future management 44 -
expenses (see note 10) 28 28
------- B RE

72 28

EEERSER A3 14

CALLED {77 SHARE CAPITAL

Authorised, allotted, issued and fully pald:

'A' Ordinary sharesg of lp each
'B' Ordinaxy shares of £1 each
'C!' Qrgiinery shares of £1 each
Deferred shares of £1 each

REVALUATICN RESERVE

At 1st January 1986 '
lew;tim during the vear (note 10)

At 31st December 1986

PROFIT AND LOSS ACCOUNT

Bzlance at lst January 1986
Retained profit for the yaar

Balance at 3lst December 1986

As at 3lst December 1986
ard 3lst December 1985

. £000

140,000 1

1,000 1

1 -

14,000, 000 14,000

14,002

Group Céanpany

£000 £000

20,255 23,230

12,051 12,051

32,306 35,5731
Group

£000 £000

675 235

4,020 4,414

e e e s N T )

bk 2 b 0 it



TARGEY._HOTDINGS LIMITED AND SUBSIDIARY COMPANIES

NOTES 10 TUE ACCOUNTS {eantinued)

9.

20,

FAPITAL, COMMITMENTS

Capital emxnditure

contrueted for but rot provided

PRINCIPAl: SUBSIDIARY COMPANIES

Company

Target Life Assurance
Conpany Limd.ted

Target Annuities
Limd red*

Taxrget Trust Managers
Limited

Target Investment
Management Limited¥

Target International
Management Limited

* Qwned indirectly

Registered
Office

Target House
Gatehouse Road
Aviesbury
Buckinghamshdre
HE19 3ER

As above

Ags above

As above

As above

Fage 148
1986 1988
60 -
Activity

Long~term life
ase rance and
prensions

Reassurance of
anmuity policies

Unit trust
management

Investment:
management and
advice

Holding company for
ffshove and
overseas coparations

On 25th March 1987 the company acquired Cariiol Unit Fund Managers
Limited's holding in Target Investment: Management Limited for a

consideration of £92,000.

All the above companies are incorporated and, except Target
International Management Limited, operate in Great Britain.

All the above comparies are wholly owned subsidiaries of Target
Holdings Limited except Target Life Assuwrance Company Limited and its

wholly owned subgidiary, Target Amuities Limited.

Target Holdings Limited owns all the share capital of Target Life
Assurance Company Limited except for 30% of the 5% Non-cumulative

Redeemable Participating and Preference shares.
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CROUP
As at let As at; sist
Jany ~ECeEmbayr
1986 Revatuation Addi tiong 1986
£000 £000 £005 000
Invesm&nt In life
ance subsidiary 40, 20¢ 12,051 749 53, 000
Units in authors
unit trygtg 28 - - 28
Mortgage loans - - 2,142 2,142
hvestment in asscolate
Yy - - 1 £
40, 228 12,051 2,802 55,171

T T T e o

The Investment in the insurance subsidiary, Target rife Assuranca

Limiteq, yaq valued by the directors at £33, 000, 000 at 3let
December 1986 in accordance with the procedyrs described in accounting
Policy note 1(b).

Mortgage Insurance Other
Subsidiary Subsidiarieg Total

£000 £000 £000 £000
At 1gt January 19gg - 40,200 3,000 43,200
Revaluation - 12,051 - 12,051
Additiong 2,142 749 1 2,892
At 3ist Decenber 1985 2,142 53, 000 3,001 58,143

= v
[ T,

Ut 31e~ Ootoboz, 1044 Target Group prorg holding in the unlisteq
COMparts ¥ origen 39 Loang Limited, ywag fAcquired by Target Holdingg
Limited #w 3 “onsideration of £850, Furthey Information on Target
Home Ioang Limited ig set out in nota 22,
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NOTES TO THE ACCOUNTS soontinued)

21,

22.

The comany's wltimate holding conpany is Target Group PLC phich is
incorporated in Great Britain and registered in England,

INVESTMENT IN ASSOCIATED OOMPANY

The associated company is Target Homs Loans Limited, a oanpany
ancorporated in Great Britain and registered in England which grants

-—

variable rate mortgages in Great Britain.

The issued share capital of Target Hame Loans Limited at 3lst Decerber
1986 and the company's interests are as follcws:

10 Ordinary Shares of £1 each 100%
40 Preferred Ordinary Shares of £1 each 100%
50 'A' Non-Cumulative Preference Shares of £1 each Nid,
930 'B' Non-Cumulative Preference Shares of £1 each 1C0%
Balance sheet summary at 3lst December
1986 1985
£000 £000
Mortgages on residential property
(repayable over next 20 years) 90, 754 5,004
Net current liabilities (1,947) (6,047)
88,807 (43)
Less: Mediur term bank loan (secured) {88, 850) -
(43) (43)
Share capital | 1 1
Profit and loss account
Loss at 1 January 1986 (44) -
Profit/(loss) for the year 7 (B1)
Tax paysiie (7) 37
(43) (43}

i —mmEmre

Under the terms of the benk loan, the group has underwritten up to 5%
of losses arising in the underlying portfolio cof mortgages. The
directors consider that no material losses will arise under this
limited recourse. The group has also indemified the lenders against
any deficiency arising in the net worth of Target Home loans Limited.
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NOTES TO THE ACCOUNTS (continued)

23. DIRECTORS AND THEIR INTERESTS
The directors during the yesr were:

Sir Peter Parker MVO

John Stone

Paul Taylor

John Rathbone (appointed 22nd May 1986)

David Scott (appointed 22nd May 1986 and resigned 1lth May 1987)
Brian Weston

The interest of tw directors (including the interests of their
families) in shares of Target Group PLC and in Target Directors
Limited (a company which owns approximately 4% of the share capital of
Target Holdings Limited) at the beginning of the ye=ar (or date of
appointment) and at the end of the year (or date of retirement) are
set out below:

Options on Ordinary

Ordinary 25p Ordinary 25p £1 shares

shares in shares in in Target

Target Group Target Group Directors

PLC PLC Limite:d
3lst Decenber 3lst December 31st Decembic

1986 and 1985 1986 and 1985 1986 and 1985

Sir Peter Parker - - -
Johnt Stone 208,754 191,000 534
Paul Taylor 608, 754 175,000 490
John Rathbone 81,250 U4,000 178
David Scott 238,750 75,000 211

Brian Weston 138,750 60,000 168



TARGET HOLDINGS LIMIYED AND SUBSIDIARY COMPANIES

NOTES TO 7925 ACCOUNTS (continued)

24. TARCET LIFE GROUP LIFE FUND REVENUE ACCOUNT
For the year ended 3lst Decenber 1926
Notes
INOOME

Premiums -~ Annual

- Single
Interest, dividends and rents
Appreciation in value of investments

OUTCGOINGS

Arnuities

Death claimg

Surrenders

Maturities

Comission 25
Management expenses 25
Establishment account transfer

Tax " 25
Transfer to profit and loss accounts 26

Incresse in fund for the year
Fund brought forward

Fund carried foryard

Page 21
1986 1985
£000 £000
82,4i6 67,064
194,383 71,334
20,071 16,319
98,376 29,693
295,246 184,410
70 108
3,543 2,548
65,729 54,621
8,357 11,213
28,388 14,033
17,351 14,172
- 3,000
543 -
2,957 -
126,938 99,745
268,308 84,665
357,348 272,683
25,656 357,348
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NOTES TQ THE ACCOUNTS (continued)
25. NOTES '1Q TARGET LIFE GROUP LIFE FUND REVENUE ACCOUNT
CRMISSION

ihe company received from its immediate parent company, Target
Holdings Limited, sums equlvalent to the initiel commission payable on
certain types of business, These sums are repziy as the comission
becomes eamed over the first two years of the relevant policies!
lives. Both the receipt of the sums fras Target Noldings Limited and
their subsequent repayment are reflected within conmissions payable,
Tho liability to make the repayments ig accounted for within the
actuarial wvaluation.

MANAGEMENT EXPENSES

Management expenses include: £0C0 £000
Auditors' remuneration 81 49
Interest payable ~ finance leases . A
hire purchase contracts 129 65
Hire of plant and machinery - operating leases 429 445
Hire of other assets -~ operating leases 697 553
1986 1985
TAX £000 £000
UK corporation tax at 2 rate of 29.25% 543 -

P —t ] ==cs=om=n

The UK Corporation Tax liability is calculated on the basis applicable
to companies transacting long—.amm life sssurance business.

The company had unrelieved management expenses for tax purposes &b
31lst December 1986 estimated to amount to £4.6m (21985 £16.6m).

OPERATING LEASE QOMTTNMENTS

The annual charge in respect of operating leas? rentals camprises the
following

Plant Other
& Machinery Agsets Total
£000 £000 £000
Lease expiring within 1 year 26 10 36
Lease expiring after
1 yvear but within 5 years 165 7 237
Leases expiring after 5 years - 7z 872

————— L s ot Bt g £ s

191 954 1,145
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NOTES TO THE ACCOUNTS (continued)

26. TARGET LIFE CROUP_PROFIT AND LOSS ACCUNT

¥or the year ended 3lst Decewber 1986

Jotes 1986 1935
E£000 £05C
Transfer from long texrm
assurance fund ' 2,957 -
Profit on ordinary activities
after tax 2,957 -
Dividends pald and proposed 27 2,957 -

Retained profit for the year - -



TARCET HOLDINGS LIMITED AND SUBSIDIARY OOMIANIES

NOEES TQ THE ACCOUNTS (continued)

27. NOTRES TO TARGET LIFE GROUP PROFIT AND LOSS ACOOUNT

DIVIDENDS PALD AriD PROPOSED

Proposed final dividend

10% Non-cumuls tive Participating and Prefexence
shares

7% Non~cumulative Redeemable Preference shares

5% Non-cumilative Redsemable Participating and
Preference shares

1% Non-curmulative Deferred shares

Ordinary shares

1986
£000

2,420
413

Paga 24

1985
£000
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NOTES 1O THE ACOOUNTS (continued)

28. TARGET LIFE GROUP BALANCE SHEET
Az at 3ist Decenber 1986

1986 1985
Noteg £000 £000

ASSETS EMPLOYED
INVESTMENES
Issued or guaranteed by the British
Coverrment or a local authority 12,575 28,098
Debentures and loan stock 56 1,915
Unit txust funds 306,460 185,145
Equity investments 158, 531 90,0546
Investment properties 56,837 13,935
Secured loans 23,578 15,334

559,037 345,573

Freehold property, equipment and

motor vehicles 3,202 1,272
Net current assets 29 76,527 20,733
Obligations under finance leases repayable

between two and five years inclusive (1,110) (220)

[P Bk B

636,656 367,348

FINANCED BY
Share capltal 29 11,000 1.0, 000
Life fund 625,656 357,348

636,656 367,348

—— i e T —
b _—mEmsnD
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NOTES, B0 THE A0UOUNES (otinuer)
NET CURKENT ASSETS
1986 1985
£000 £000
QURREXT ASSETS
prckers and agents 289 -
Reinsurers 708 666
Tax pacoverable 3,991 3,941
Fellos subsidiaries 10,086 5,438
Debtors 13,838 7,767
Short ‘texr Yoans and deposits 69,639 11,880
Cashi at bank and in hand 3,741 8,822
102,372 328,514
CURRENT LIABILITIES
vroposed diwvidend 2,957 -
Claims notified but not yet paid 1,192 749
Fellow subsidiaries - 6,14).
Brokers and agents - 178
Reinsurers - 39
Premiums received in wesp =t of proposals not
yet accepted 5,099 4,715
Creditors 16,167 5,542
Bankers - 266
Obligations under finance leases falling due
within one year 430 A37
25,845 17,781
NET CURRENT ASSETS 76,527 20,733
SHARE CAPITAL
Authorised, allotted, issued and fully paid:
31st December 1986 31st December 1985
No. £000 No. £000
10% Non~Cumulative
Participating and
Preference £1 shares 100,000 100 100,000 100
7% Non-cumulative
Participating and
Preference £1 5,899,500 5,809 3,8u9,600 5,899
5% Non-cumulative
Redeemable Participating
and Preference £1 shares 1,000,000 1,000 - -
1% Non-cumulative
peferred £1 shares 4,000,000 4,000 4,000,000 4,000
Ordinary 10p shares 4,000 1 4,000 L
11,000 10,0C0

et e e i 1 gk
mEsmmmns



AARCAY HOLDINGS MMETED AN suRsThTARY QMPANTLS Page 27

We have auditeg the finaneia) statements on pages 3 to 26 in accordance
with approved Auditing Standards,

In our opinion the financial statements give a true ang fair view of the
state of affairs of the campany and the group at Ilgst Decenber 198g and of
the profit ang source and applicalion of funds of the group for the year
then ended ang have been Properly prevared ir accordance with +ha

/ v 2/
“ ot Mg

PEAT MARWICK McLINTOCK
Chartereg Acsountants

Tondon
1gth June 1987
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B S

CERTIFICATE OF ACTUARY OF LIFE ASSURANCE SUBSIDIARTES

In my opinion, the agoregate smnmnt of the 1isbilities of Target Life
Assurance Compars’ Eimited in relation to its long-term business as at 3lst
Decembar 1986 did not excerd the aggregate amount of those liabllities
shown in its balance sheet.

——

( -
J.C.A. Rathbone

Fellow of the Institute of Actuaries
16th June 1987



