


ABBEY NATIONAL AMERICAN INVESTMENTS LIMITED

DIRECTORS’ REPORT

The directors present their report and accounts of Abbey National American Investments Limited
for the year ended 31 December 1996.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

Since incorporation the company has acted as an investment company. The directors foresee no
change in its activities.

RESULTS FOR THE YEAR

The profit for the year on ordinary activities after taxation amounted to £15,177,036 {1995:
£5,319,837)and has been transferred to reserves. The directors do not recommend the payment
of a dividend.,

DIRECTORS AND THEIR INTERESTS

The directors who held office during the period were:

D G Jones Chairman

G M Batchelor

| Harley

S A Zins Name changed from Hutchison on 1 April 1997; resigned 6 June 1997
G S Long Appointed 6 June 1997

J C Nicholls Resigned 30 April 1996

In accordance with the Articles of Association of the company, the directors afé no longer required
to apply for re-election.

I Harley and D G Jones were also directors of Abbey National plc, the ultimate parent undertaking,
at 31 December 1996 and their interests in the shares and share options of that company are
disclosed in the accounts of that company.

G M Batchelor and S A Zins were also directors of Abbey National Treasury Services plc, the
immediate parent undertaking, at 31 December 1996. Their interests in the shares and share
options of the ultimate parent undertaking are disclosed in the accounts of Abbey National
Treasury Services plc.

The directors did not have any interest in the shares and debentures of the company or any other
subsidiaries of Abbey National plc.

AUDITORS

In accordance with Section 386 of the Companies Act 1985, the company has elected to dispense
with the obligation to appoint auditors annually.

Coopers & Lybrand, the company’s auditors, are therefore deemed to be reappointed as the
company’s auditors for each succeeding financial year, so long as such election remains in force.




ABBEY NATIONAL AMERICAN INVESTMENTS LIMITED

DIRECTORS’ REPORT (continued)
STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors of Abbey National American Investments Limited are required by UK company law
to prepare accounts which give a true and fair view of the state of affairs of the company as at
the end of the financial year and of the profit or loss of the company for the year. They are also
responsible for ensuring that proper and adequate accounting records have been maintained, and
that reasonable procedures have been followed for safeguarding the assets of the company and
for preventing and detecting fraud and other irregularities. In respect of the accounts, the
directors are required to:

L ensure that appropriate accounting policies, which follow generally accepted accounting
practice, have been applied consistently;

. ensure that reasonable and prudent judgements and estimates have been used in the
preparation of the accounts;

L] prepare the accounts on the going concern basis, unless it is inappropriate to presume that
the group will continue in business; and

L state whether applicable accounting standards have been followed and to disclose and
explain any material departures in the accounts.

By Order of the Board

- \)c/fﬂ“j — =R (M -

For and on behalf of
Abbey National Secretariat Services Limited
Company Secretary




REPORT OF THE AUDITORS TO THE MEMBERS OF
ABBEY NATIONAL AMERICAN INVESTMENTS LIMITED

We have audited the accounts on pages 4 to 10.
RESPECTIVE RESPONSIBILTIES OF DIRECTORS AND AUDITORS

As described on page 2, the company’s directors are responsible for the preparation of accounts.
It is our responsibility to form an independent opinion, based on our audit, on those accounts 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 accounts. It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the accounts, and of whether the
accounting policies are appropriate to the company’s circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so 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 accounts 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 accounts, '

OPINION

In our opinion the accounts give a true and fair view of the state of the company’s affairs at 31
December 1996 and of its profit for the year then ended and have been fifoperly prepared in
accordance with the Companies Act 1985.
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Coopers & Lybrand
Chartered Accountants and Registered Auditors
London . (4 Hu.d gy




ABBEY NATIONAL AMERICAN INVESTMENTS LIMITED

PROFIT AND LOSS ACCOUNT
For the year ended 31 December 1996

5 May 1985 to

Notes 1996 31 December 1995
£ £

Investment income 2 23,396,199 8,202,127
Interest payable {(12,613) (4,514)
Administrative expenses (2,500} (32,401}
Profit on ordinary activities
before tax 3 23,381,086 8,165,212
Tax on profit on ordinary activities 4 (8,204,050} {2,845,375)
Profit for the financial year . 10 15,177,036 5,319,837

All activities of the company are regarded as continuing. The company has no recognised
gains and losses other than those included in the profit above and therefore no separate
statement of total recognised gains and losses has been presented.

The company’s results as reported are on an historical cost basis. Accordingly, no note of
historical cost profits and losses has been presented.
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ABBEY NATIONAL AMERICAN INVESTMENTS LIMITED

BALANCE SHEET
At 31 December 1296

Notes
Fixed assets
Investments 5
Current assets
Debtors 6
Creditors: amounts falling due
within one year 7
Net current assets
Total assets less current liabilities
Provision for liabilities
and charges 8
Capital and reserves
Called up share capital 9
Profit and loss account 10
Equity shareholders” funds 11

The accounts on pages 4 to 10 were approved
by the Board of Directorson (R [ % (477
and signed on its behalf by:

6 ................. Director

1996

252,967,748

20,796,928

(262,803)

20,634,125

273,501,873

273,501,873

253,005,000
20,496,873

273,501,873

-

1995

252,980,361

5,395,988

(40,966)

5,355,022

258,335,383

(10,546}

258,324,837

253,005,000
5,319,837

258,324,837




ABBEY NATIONAL AMERICAN INVESTMENTS LIMITED

NOTES TO THE ACCOUNTS

1.

ACCOUNTING POLICIES

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance
with applicable accounting standards.

Investment income

Dividends from fixed rate preference share investments and interest income is recognised
on an accruals basis. Other dividend income is recognised on a receipts basis.

Deferred taxation

Deferred taxation is provided only where it is probable that a taxation asset or liability will
arise. Provision is made at rates expected to be applicable when the asset or liability
crystallises.

Fixed asset investments

Securities held for investment purposes are stated at cost adjusted for any amortisation of
premium or discount on an appropriate basis over their estimated lives. Provision is made
for any permanent diminution in value.

Cash flow statement

-

The company is a wholly-owned subsidiary of Abbey National plc, a company registered in
England and Wales.

Accordingly, the company is not required to produce a cash flow statement as prescribed
in paragraph 8(c) of Financial Reporting Standard 1, Cash Flow Statements.

INVESTMENT INCOME
5 May 1995 to

1996 31 December 1985

£ £
Dividend income ' 209,354 88,352
Interest income 22,516,889 8,084,901
Interest receivable from parent company 669,958 28,874
23,396,199 8,202,127

Dividend income represents income on investment in equity shares and other variable vyield
securities.

Interest income includes dividends on other unlisted investments of £22,425,622 (1995:
£8,053,363).




ABBEY NATIONAL AMERICAN INVESTMENTS LIMITED

NOTES TO THE ACCOUNTS

3.

PROFIT ON ORDINARY ACTIVITIES BEFORE TAX

Profit on ordinary activities before tax is stated after charging:

’ 5 May 1995 to

1996 31 December 1995

£ £

Auditors' remuneration 2,500 2,500

No emoluments were paid to the directors by the company during the year and no
apportionment of directors’' remuneration has been made by the ultimate parent undertaking
to the company. However, | Harley and D G Jones received emoluments in respect of their
services as directors of Abbey National plc, details of which can be found in the accounts of
Abbey National plc.

G M Batchelor, S A Zins and J C Nicholls received emoluments in respect of their services
as directors of Abbey National Treasury Services plc, details of which can been found in the
accounts of that company.

The company had no directly employed staff during the year (1995: nil).

TAX ON PROFIT ON ORDINARY ACTIVITIES
5 May 1995 to

1996 31 December 1995

£ £

Group relief at 33% 257,803 8,565
UK corporation tax at 33% 7,510,351 2,625,397
Double tax relief (7,510,351) (2,625,397)
Qverseas taxation payable 7,956,793 2,826,264
Deferred tax (10,546) 10,546
8,204,050 2,845,375



NOTES TO THE ACCOUNTS

FIXED ASSET INVESTMENTS

Listed
£

Cost
As at 1 January 1996 890,000
Additions -
Disposals -
As at 31 December 1996 820,000
Unamortised premium
As at 1 January 1996 90,361
Additions -
Profit and loss charge
for the vyear (12,613)
As at 31 December 1996 77,748
Net book value at
31 December 1986 267,748
Market value at
31 December 1996 929,945

ABBEY NATIONAL AMERICAN INVESTMENTS LIMITED

Unlisted Total
Equity shares
and other Other
variable yield unlisted
securities investments
£ £ £
3,000,000 249,000,000 252,890,000
3,000,000 249,000,000 252,890,000
- - 90,361
— - {12,613)
- - 77,748
3,000,000 249,000,000 252,967,748
3,000,000 249,000,000 252,999,945

Market values are based on market prices of investments where available. Where market
prices are not available, the directors’ valuation has been used.

As at 31 December 1996 the company owned 100% of the preference share capital in
Sherwood Managed Investment Corporation, a company which is registered in the USA.,

DEBTORS

Amounts due from parent undertaking

Amounts due from group undertakings

Income tax recoverable
Accrued interest
Accrued dividend income

1996
£

20,679,202
28,504
18,771
69,451

20,796,928

1995
£

5,242,540
2,828

149,370
1,250

5,395,088




ABBEY NATIONAL AMERICAN INVESTMENTS LIMITED

NOTES TO THE ACCOUNTS

7. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

1996 19495
£ £
Amounts due to fellow subsidiaries in . ,
respect of group relief 257,803 8,565
Amounts due to parent undertaking - 29,901
Other 5,000 2,500
262,803 40,966

8. PROVISION FOR LIABILITIES AND CHARGES

Deferred Tax

Deferred taxation provided in the accounts and the total potential liability including the
amounts for which provision has been made, are as follows:

Amount provided Total potential
liability
1896 1985 1996 1995
£ £ £ £
Tax effect of short term
timing differences - 10,5646 - 10,546
The movement for deferred -
taxation is as follows: £
Provision at 1 January 1996 10,546
Transfer to profit and loss account (10,546}
Provision at 31 December 1996 -
9. CALLED UP SHARE CAPITAL
: 1296 1995
f £
Authorised
253,005,0000rdinary
shares of £1 each 253,005,000 253,005,000
Allotted, called up and fully paid
253,005,0000rdinary
shares of £1 each 253,005,000 253,005,000




ABBEY NATIONAL AMERICAN INVESTMENTS LIMITED

NOTES TO THE ACCOUNTS

10.

11.

12.

13.

PROFIT AND LOSS ACCOUNT

1996 1995

£ £

As at 1 January 5,319,837 -
Profit for the year 15,177,036 5,319,837
At 31 December 20,496,873 5,319,837

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS® FUNDS

1996 1995

£ £

As at 1 January 258,324,837 -
Profit for the year 15,177,036 5,319,837
Issue of share capital - 253,005,000
Shareholders’ funds at 31 December 273,501,873 258,324,837

RELATED PARTY DISCLOSURES

The company has taken advantage of the exemption allowed by paragraph 3(c) of the
Financial Reporting Standard 8 "Related Party Disclasures”, not to disclose transactions
with entities that are part of the Abbey National Group.

ULTIMATE PARENT UNDERTAKING

The company’s immediate parent undertaking is Abbey National Treasury Services plc
which is registered in England and Wales. According to the register kept by the company,
Abbey National Treasury Services plc has a 100% interest in the equity capital of Abbey
National American Investments Limited at 31 December 19986.

The company’s ultimate parent undertaking is Abbey National plc which is registered in
England and Wales. Abbey National plc has a 100% interest in the equity capital of Abbey
National Treasury Services plc, according to the register kept by the latter company at 31
December 1996.

Consolidated accounts for Abbey National plc and Abbey National Treasury Services plc are
available from Abbey House, Baker Street, London, NW1 6XL.
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