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FORWARD LOOKING STATEMENTS

This announcement contains forward looking statements with respect to the
business, strategy and plans of the Lloyds TSB Group, its current goals and
expectations relating to its future financial condition and performance. By
their nature, forward looking statements involve risk and uncertainty because
they relate to events and depend on circumstances that will occur in the future.
The Group's actual future results may differ materially from the results
expressed or implied in these forward looking statements as a result of a
variety of factors, including UK domestic and global economic and business
conditions, risks concerning borrower credit quality, market related risks such
as interest rate risk and exchange rate risk in its banking business and equity
risk in its insurance businesses, changing demographic trends, unexpected
changes to regulation, the policies and actions of governmental and regulatory
authorities in the UK or jurisdictions outside the UK, including other European
countries and the US, exposure to legal proceedings or complaints, changes in

customer preferences, competition and other factors. Please refer to the latest
Annual Report on Form 20-F filed with the US Securities and Exchange Commission
for a discussion of such factors. The forward looking statements contained in

this announcement are made as at the date of this announcement, and the Group
undertakes no obligation to update any of its forward looking statements.

KEY HIGHLIGHTS

Unless otherwise stated the analysis throughout this document compares the year
to 31 December 2007 with the year to 31 December 2006 and excludes the impact of
insurance related volatility, profit on disposal of businesses, settlement of
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overdraft claims in 2007 and the pension schemes related credit in 2006 (page
36, note 2).

"I am delighted to report that the Group has continued to deliver a strong
trading performance, notwithstanding the significant recent turbulence in global
financial markets. Our higher quality, lower risk, business model has been
clearly demonstrated in the resilience of our earnings stream.

The Board remains confident in the Group's earnings outlook and, as a result,
has decided to increase the final dividend by 5 per cent to 24.7 pence per
share."

Sir Victor Blank
Chairman

Strong financial performance with statutory earnings per share

increased by 17 per cent to 58.3p. Economic profit increased by 21 per cent.
Statutory profit before tax was 6 per cent lower at GBP4,000 million, largely
reflecting adverse policyholder interests volatility.

- Strong underlying profit momentum. Profit before tax up 6 per cent to GBP3,919
million notwithstanding impact of global financial markets turbulence. Excluding
the impact of GBP280 million market dislocation, profit before tax increased by
13 per cent to GBP4,199 million.

— High returns maintained, with return on equity of 25.2 per cent.
Improved return on risk-weighted assets, and return on Embedded Value increased
to 9.9 per cent.

— Good income growth. TIncome growth of 5 per cent, reflecting the
strength and resilience of the Group's revenue base. Excluding the impact of
market dislocation and insurance grossing, income increased by 6 per cent.

— Excellent cost management. Cost growth of only 1 per cent, delivering wide
positive jaws. Cost:income ratio improved by 1.8 percentage points to 49.0 per
cent. Groupwide productivity programme exceeded 2007 expectations, and remains

on track to deliver benefits of GBP250 million in 2008.

- Satisfactory credit quality. Retail impairment charge lower than in

2006. Based on current trends, we do not expect a significant change in the
retail impairment charge in the first half of 2008, compared to the first half
of 2007. Corporate asset quality remains good.

- Strong liquidity and funding position maintained throughout the
recent global financial markets turbulence.

— Excellent capital management. Robust capital ratios maintained.
Satisfactory transition to Basel II, with tier 1 capital ratio increasing to 9.5
per cent. Over GBP3.6 billion of capital repatriated from Scottish Widows over

the last 3 years.
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SUMMARY OF RESULTS

Results - statutory

Total income, net of insurance claims

Operating expenses

Trading surplus

Impairment

Profit before tax

Profit attributable to equity shareholders
Economic profit (page 48, note 17)

Earnings per share (page 48, note 18)

Post-tax return on average shareholders' equity

Results - excluding volatility, profit on sale of businesses,
settlement of overdraft claims in 2007 and the pension schemes
related credit in 2006

Total income, net of insurance claims

Operating expenses

Trading surplus

Impairment

Profit before tax

Profit attributable to equity shareholders

Economic profit

Earnings per share

Post-tax return on average shareholders' equity

Post-tax return on average risk-weighted assets

Shareholder value

Closing market price per share (year end)
Total market value of shareholders' equity
Total shareholder return

Proposed dividend per share (page 57, note 24)

Balance sheet

Shareholders' equity

Net assets per share

Total assets

Risk-weighted assets (Basel I basis)

Loans and advances to customers
Customer deposits

Risk asset ratios
Total capital (Basel I basis)

Tier 1 capital (Basel I basis)

Page 2 of 58

PROFIT ANALYSIS BY DIVISION

2007
GBPm

10,706
5,567
5,139
1,796
4,000
3,289
2,238
58.3p
28.2%

11,206
5,491
5,715
1,796
3,919
2,863
1,842
50.8p
25.2%
1.76%

472p
GBP26.7bn
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35.9p
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UK Retail Banking (page 14) 1,808

Insurance and Investments (page 18) 1,056

Wholesale and International Banking (page 25)

- Before impact of market dislocation 1,717
— Impact of market dislocation (280)
1,437
Central group items (382)
Profit before tax* 3,919
Volatility (page 36, note 2)
- Insurance (267)
— Policyholder interests (page 37, note 2) (233)
Profit on sale of businesses 657
Settlement of overdraft claims (76)
Pension schemes related credit -
Profit before tax 4,000
Taxation (page 56, note 23) (679)
Profit for the year 3,321
Profit attributable to minority interests 32
Profit attributable to equity shareholders 3,289
Profit for the year 3,321
Earnings per share (page 48, note 18) 58.3p

*Excluding volatility, profit on sale of businesses, settlement of overdraft
claims and pension schemes related credit.
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GROUP CHIEF EXECUTIVE'S STATEMENT

2007 was another good year for Lloyds TSB. We delivered strong results, despite
the more challenging operating environment that we saw in the second half of the
year. Our business performance, excluding the impact of the market dislocation,
continued its strong momentum as our relationship-based strategy serves us well.
We believe this momentum will carry through to 2008, given we have a high
quality, sustainable earnings stream, driven by the deep relationships we have
with our customers, coupled with the significant growth potential we have both
within our own franchise and in the UK market as a whole. As a result, we
remain confident as to the Group's future outlook.

Given this strong performance and confidence in our future earnings capacity,
the Board has decided to increase the final dividend by 5 per cent to 24.7 pence
per share. This brings the full year dividend to 35.9 pence per share, an
increase of 5 per cent over that paid for 2006. Going forward, the Board

1,549

973

1,640
1,640

(452)
3,710
84

326

128
4,248

(1,341)
2,907

104
2,803
2,907

49.9p
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expects to grow the dividend over time, whilst continuing to build dividend
cover.

Strong momentum

On an underlying Dbasis, the Group increased profit before tax by 6 per cent to
GBP3,919 million. Excluding the GBP280 million charge arising from the market
dislocation, the Group grew profits by 13 per cent from GBP3,710 million to
GBP4,199 million. Whilst we cannot overlook the impact of the dislocation on our
results, these numbers are more reflective of the ongoing performance of the
Group.

Our lower risk strategy limited the impact of the abrupt change in the markets
and, consequently, our charge was relatively modest in comparison to our balance
sheet size, our earnings, and the charges taken by many other organisations.
This is in large part due to the conscious choice to focus the Group's strategy
on building deep, long-lasting relationships with our customers in order to
deliver high quality, sustainable results over time.

Over the last few years, the successful execution of our strategy has delivered
increasing levels of customer recruitment and enhanced sales volumes, and in
2007 we saw further progress on these leading indicators of future profit.

In the Retail Bank, we attracted over one million new current accounts and we
delivered strong flows of new business, with sales volumes rising 17 per cent.
We are now the number one provider of current accounts, cards and personal
loans. In Insurance and Investments, we have seen good progress in the sale of
bancassurance products to our franchise customers and sales volumes rose by 20
per cent, with particular success in the sale of protection products through the
branch network.

In Wholesale and International Banking, we saw similar strong progress. Our
Corporate Markets business is attracting growing numbers of new customers and
recorded a further 46 per cent improvement in cross-sales. Our Commercial
Banking business attracted good levels of the more valuable switcher accounts
and we remain the leader in terms of the share of the start-up market, at 21 per
cent.

Key to supporting our relationship-focused strategy is the efficient management
of costs and capital, allowing us to continue to invest in the franchise and
drive future growth. Once again we have delivered a strong performance in these
areas.
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Costs rose by only 1 per cent, as we continue to embed our efficiency
programmes, and our cost:income ratio improved to 49.0 per cent, from 50.8 per



Edgar Filing: LLOYDS TSB GROUP PLC - Form 6-K

cent in 2006. The extension of our lean manufacturing and sigma efficiency
programmes, the improvement of our procurement processes and the adoption of
end-to-end processing led to improvements in efficiency as well as better levels
of service quality.

Our capital position is strong. We manage our capital to support efficient
growth, directing capital to our higher growth and higher return business lines.
We continued the capital efficiency programmes in Scottish Widows, with a
further GBP1.9 billion repatriated to the Group during the year.

High quality sustainable business

Key to sustaining our strong momentum in future years are the relationships we
are building with our customers, understanding their needs and developing the
products and services to meet those needs.

As our results in recent periods show, this strategy has served us well and has
a number of benefits. A high percentage of our income is recurring customer
revenue, which is by nature more stable and sustainable. By building deep
relationships, meeting more of our customers' needs, we also benefit in that we
have a lower cost of acquiring new sales. Additionally, because we understand
our customers well, we tend to have lower impairments and thus require less
capital. Perhaps as important as the decision to pursue the relationship
strategy, was the decision not to pursue a product-led strategy which, as we
have seen of late, results in more volatile revenues and carries a significantly
higher risk profile.

Significant growth potential

The UK market represents the second largest economic profit pool for financial
services, with high levels of household financial wealth. It enjoys the lowest
level of unemployment in the G7 economies and despite a likely slow down in
2008, we are projecting good medium-term economic performance and strong
long-term savings growth.

We estimate that we currently only have a 10 per cent share of the economic
profit pool, and so we have significant potential within our existing franchise
to grow by meeting more of our customers' needs as well as through adding new
customers to our franchise.

To support this growth potential we are investing in developing the supporting
infrastructure in areas such as customer data management and account planning
tools. We continue to enhance our risk and financial systems and, together,
these areas will ensure we have the necessary platform to safely support our
future growth.

Outlook
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As we look forward to 2008, we do so against a backdrop of turbulent markets and
slowing global economic growth. Despite these challenges, we are well
positioned to deliver further growth and to take advantage of the opportunities
that the current environment offers.
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Our relationship-focused strategy is delivering good results for all our
stakeholders. The events of the last year show that it is effective in
generating sustainable, high quality results through the cycle. Our prudent
approach to risk ensured we experienced minimal impact from the US sub-prime
fall-out. We have a strong capital position and this will support the future
growth of the business.

This has been a year of significant progress across the Group and let me express
my thanks to all our staff for their wonderful contribution to our success.
Relationship businesses thrive on great staff that understand customers and work
towards meeting their needs. In this last year, the performance of our staff
has been terrific.

J Eric Daniels
Group Chief Executive
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GROUP FINANCE DIRECTOR'S REVIEW OF FINANCIAL PERFORMANCE

In 2007 the Group delivered a strong performance against the backdrop of
significant turbulence in global financial markets. Statutory profit
attributable to equity shareholders increased by GBP486 million, or 17 per cent,
to GBP3,289 million and earnings per share increased by 17 per cent to 58.3p.
Economic profit increased by 21 per cent to GBP2,238 million, and the post-tax
return on equity improved from 26.6 per cent to 28.2 per cent. Profit before
tax fell by 6 per cent to GBP4,000 million, largely as a result of significant
adverse policyholder interests volatility.

To enable meaningful comparisons to be made with 2006, the income statement
commentaries below exclude insurance related volatility, the profit on sale of
businesses, settlement of overdraft claims in 2007 and the pension schemes
related credit in 2006.
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Building strong customer relationships

Lloyds TSB's strategy to build strong customer franchises and grow our business
by realising the considerable potential within those franchises continues to
deliver strong results. We have continued to extend the reach and depth of our
customer relationships, achieving good sales growth, whilst also improving
productivity and efficiency. The underlying performance of the business remains
strong with revenue growth remaining well ahead of cost growth.

Like many other financial institutions, the Group has been affected by the
recent market dislocation; however, the relationship focus of our strategy has
meant that the impact on the Group's profit before tax was limited to GBP280
million in 2007 (GBP188 million reduction in income; GBP92 million increase in
impairment) .

Continued momentum throughout the business

Profit Dbefore tax increased by GBP209 million, or 6 per cent, to GBP3,919
million, underpinned by good relationship banking momentum, notwithstanding the
impact of the GBP280 million market dislocation in Corporate Markets. Revenue
growth of 5 per cent exceeded cost growth of 1 per cent, with each division
delivering stronger revenue growth than cost growth. Earnings per share
increased by 8 per cent to 50.8p and economic profit increased by 9 per cent to
GBP1,842 million. Excluding the impact of market dislocation, Group profit
before tax increased by 13 per cent to GBP4,199 million.

Good income growth

Overall, income growth of 5 per cent reflects good progress in delivering our
divisional strategies. We have increased income from both new and existing
customers, with strong growth in both assets and liabilities, as well as a
significant increase in fee-related income. Excluding the impact of market
dislocation and insurance grossing, income increased by 6 per cent.

Group net interest income, excluding insurance grossing, increased by GBP349
million, or 7 per cent, to GBP5,631 million. Customer deposits increased by 12
per cent to GBP157 Dbillion, supported by strong growth in savings balances in
the retail bank, where Dbank savings 1increased by 15 per cent and wealth
management balances by 12 per cent. Customer deposits in our Corporate Markets,
Commercial and International businesses increased by 18 per cent.
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Strong levels of customer lending growth in Commercial Banking and Corporate
Markets, and good growth in mortgages and retail deposits, more than offset the
marketwide experience of lower unsecured personal lending balances. Total assets



Edgar Filing: LLOYDS TSB GROUP PLC - Form 6-K

increased by 3 per cent to GBP353 billion, with an 11 per cent increase in loans
and advances to customers.

The net interest margin from our banking businesses (page 39, note 4) decreased
by 9 basis points, to 2.79 per cent, with broadly stable product margins but an
adverse mix effect. Stronger growth in finer margin mortgages and flat wider
margin unsecured consumer lending contributed to the negative mix effect which
accounted for 9 basis points of margin decline. Overall product margins were 2
basis points lower, reflecting competitive pressures in the mortgage and asset
finance businesses and a move to finer margin secured lending in Commercial
Banking. Funding costs improved the margin by 2 basis points. During the
second half of 2007, product margins have started to show signs of improving,
with increased new business margins becoming evident in mortgages and corporate
lending reflecting a marketwide trend towards more appropriate pricing for risk.

Other income, net of insurance claims and excluding insurance grossing,
increased by GBP133 million, or 2 per cent, to GBP5,530 million. This reflected
higher fees and commissions receivable as a result of strong growth in added
value current accounts and higher insurance commissions in the retail bank. 1In
addition, good levels of growth were achieved in fee based product sales to
corporate and commercial banking customers.

Excellent cost management

The Group continues to invest in improving processing efficiency, resulting in
continued tight control over costs. During 2007, operating expenses increased
by only 1 per cent to GBP5,491 million. Over the last 12 months, staff numbers
have fallen by 4,552 (7 per cent) to 58,078, largely as a result of the disposal
of Lloyds TSB Registrars and Dutton-Forshaw and further efficiency improvements
in back-office processing centres. These improvements in operational
effectiveness have resulted in a further reduction in the Group cost:income
ratio from 50.8 per cent to 49.0 per cent.

The Group's programme of productivity initiatives has continued to deliver
significant benefits, improving underlying cost efficiency and creating greater
headroom for further investment 1in the Dbusiness. During 2007 the programme
delivered net cost reductions of GBP145 million, exceeding the previously
indicated net benefits of approximately GBP125 million, with gross benefits of
GBP248 million and reinvestment 1in further programme initiatives of GBP103
million. The Group remains on track to deliver net Dbenefits of approximately
GBP250 million in 2008.

Along with a number of other UK banks, during the year the Group has received a
number of customer claims for the repayment of overdraft fees. On 27 July 2007,
several banks, together with the Office of Fair Trading, asked the High Court of
England and Wales to clarify the legal position regarding personal current
account fees. The 2007 results include a charge of GBP76 million relating to the
settlement of claims during the year, together with related costs.

10
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Overall credit quality remains satisfactory

Impairment losses increased by 15 per cent to GBP1l,796 million. Our impairment
charge on loans and advances expressed as a percentage of average lending was
0.82 per cent, excluding the impact of market dislocation and the 2007 Finance
Act, compared to 0.83 per cent in 2006 (page 42, note 9). Impaired assets
increased by 8 per cent to GBP5,311 million, less than the rate of lending
growth, and now represent 2.5 per cent of total lending, down from 2.6 per cent
at 31 December 2006.

In UK Retail Banking, impairment losses decreased by GBP14 million, or 1 per
cent, to GBP1,224 million. During 2007, we have seen a reduction in the level of
customer insolvencies, improvements in the Group's collections procedures and
better than assumed recoveries. The quality of new unsecured lending has
continued to be strong and our arrears and delinquency trends have improved
during the year. In addition, the asset quality of our mortgage portfolio has
remained excellent. Whilst the wuncertain UK macroeconomic environment and
customer insolvency trends remain key factors in the outlook for retail
impairment, our current lead indicators are good, we are continuing to enhance
our underwriting and collections procedures and the quality of new business
remains strong. As a result, based on current trends, we do not expect a
significant change in the retail impairment charge in the first half of 2008,
compared to the first half of 2007.

The Wholesale and International Banking charge for impairment losses increased
by GBP264 million to GBP572 million, including a GBP92 million impairment charge
relating to the impact of market dislocation in the second half of 2007, and a
one-off charge of GBP28 million relating to the impact of the 2007 Finance Act
on the Group's 1leasing business. The increase in the impairment charge also
reflects a lower level of releases and recoveries in Corporate Markets and the
impact of recent double-digit growth rates in Corporate lending.

Limited exposure to assets affected by current capital markets uncertainties

Whilst no bank has been immune to the impact of the turbulence in global
financial markets in the second half of 2007, Lloyds TSB's high quality business
model means that the Group has relatively limited exposure to assets affected by
current capital markets uncertainties (page 46, note 15).

US sub-prime Asset Backed Securities (ABS) and ABS Collateralised Debt
Obligations (CDOs)

Lloyds TSB has no direct exposure to US sub-prime ABS and limited indirect
exposure through ABS CDOs. During the second half of 2007, the market value of
our holdings in ABS CDOs reduced and, as a result, the Group has taken an income
statement charge of GBP114 million, leaving a residual investment of GBP130
million, net of hedges. The write-down largely reflects junior tranches of CDOs
which have been written down to the expected interest payments to be received
within the next 12 months. The Group has no exposure to mezzanine ABS CDOs. The

11
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Group's residual investment of GBP130 million is stated net of credit default
swap (CDS) protection totalling GBP470 million purchased from a 'triple A' rated
monoline Financial Guarantor. At 31 December 2007, the underlying assets
supported by this protection had fallen in value, leaving a reliance on the CDS
protection totalling GBP155 million. In addition, we have GBP1,861 million of
ABS CDOs which are fully cash collateralised by major global financial
institutions.
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Structured Investment Vehicle (SIV) Capital Notes

At 30 June 2007 the Group's exposure to SIV Capital ©Notes totalled GBP100
million. During the second half of 2007 the Group wrote down the value of these
assets by GBP22 million, leaving a residual exposure at 31 December 2007 of
GBP78 million. Additionally, at 31 December 2007 the Group had commercial paper
back up liquidity facilities totalling GBP370 million, of which GBP98 million
had been drawn. All of these liquidity lines are senior facilities. Since the
year end, these facilities have been reduced to GBP208 million, of which GBP115
million has been drawn. The Group has no SIV-Lite exposure.

Trading portfolio

In the second half of 2007, Corporate Markets also saw a reduction in profit
before tax of approximately GBP144 million as a result of the impact of
mark-to-market adjustments 1in the Group's trading portfolio, to reflect the
marketwide repricing of liquidity and credit. At 31 December 2007 the trading
portfolio contained GBP181 million of indirect exposure to US sub-prime
mortgages and ABS CDOs. This super senior exposure 1s protected by note
subordination.

Available-for-sale assets

At 31 December 2007, the Group's portfolio of available-for-sale assets totalled

GBP20,196 million (31 December 2006: GBP19,178 million). A significant
proportion of these assets (GBP8.3 billion) related to the ABS in Cancara. The
residual assets included GBP3.2 billion Student Loan ABS, predominantly

guaranteed by the US Government, GBP4.6 billion Government bond and short-dated
bank commercial paper and certificates of deposit and GBP4.1 billion major bank
senior paper and high quality ABS. These available-for-sale assets are intended
to be held to maturity however, under IFRS, they are marked-to-market through
reserves. During 2007, a net GBP413 million reserves adjustment, which has no
impact on the Group's capital ratios, has been made to reflect a reduction in
the value of these assets. These assets are not impaired and we expect to obtain
full value for them upon maturity.

The Group's investment in Cancara, our hybrid Asset Backed Commercial Paper
conduit, was GBP12.0 billion at 31 December 2007, comprising GBP8.3 billion ABS
and GBP3.7 Dbillion client receivables transactions. Cancara, which is fully
consolidated in the Group's accounts, 1is managed in a very conservative manner,
which is demonstrated by the quality and ratings stability of its underlying

12
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asset portfolio. At 31 December 2007, the ABS bonds in Cancara were 100 per cent
Aaa/AAA rated by Moody's and Standard & Poor's respectively, and there was no
exposure either directly or indirectly to sub-prime US mortgages within the ABS
portfolio. Since the year end, ABS totalling GBP67 million have been downgraded.
At 31 December 2007 the client receivables portfolio included GBP115 million of
US sub-prime mortgage exposure.

Scottish Widows has no exposure to US sub-prime ABS either directly or
indirectly through CDOs. The Group holds GBP25 million of short-dated SIV
commercial paper through Scottish Widows.

Strong capital management disciplines

Capital efficiency continued to improve throughout the Group, resulting in an
increase in post-tax return on average shareholders' equity to 25.2 per cent,
and in the post-tax return on average risk-weighted assets to 1.76 per cent,
from 1.72 per cent. 1In our life assurance and investment businesses, the
post-tax return on embedded value, on a European Embedded Value (EEV) basis,
increased to 9.9 per cent, from 9.3 per cent.
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At the end of December 2007, the total capital ratio on a Basel I basis was 11.0
per cent and the tier 1 ratio was 8.1 per cent. During the year, risk-weighted
assets increased by 10 per cent to GBP172.0 billion, reflecting growth in our
mortgage and Corporate Markets businesses. Going forward, we expect high
single-digit or low double-digit annual growth in risk-weighted assets,
reflecting increased opportunities to continue to grow our customer lending.

The Group has successfully managed the transition to Basel II and the Group's
opening capital ratios on a Basel II basis were 11.0 per cent for total capital
and 9.5 per cent for tier 1 capital (page 43, note 11).

Scottish Widows remains strongly capitalised and, at the end of December 2007,
the working capital ratio of the Scottish Widows Long Term Fund was an estimated
19.2 per cent (page 49, note 19). During 2007, further capital repatriation
totalling GBP1.9 billion was made to the Group, bringing the total capital
repatriation since the beginning of 2005 to over GBP3.6 billion. On 5 December
2007 Standard & Poor's announced that it had re-affirmed its Scottish Widows
'AA-"' debt rating and placed it on positive outlook.

Maintaining a strong liquidity and funding position

Throughout the recent marketwide liquidity turbulence, Lloyds TSB has maintained
a strong liquidity position for both the Group's funding requirements, which are
supported by our strong and stable retail and corporate deposit base, and those
of its sponsored conduit, Cancara. Retail and corporate deposit inflows have
been strong and the Group continues to benefit from its strong credit ratings
and diversity of funding sources. This has resulted in the Group continuing to
fund well over the last few months. In January 2008, Moody's announced that it

13
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had re-affirmed its 'Aaa' long-term debt rating for Lloyds TSB Bank plc.

Significant reduction in the Group pension schemes' deficit

The Group's defined benefit pension schemes' gross deficit at 31 December 2007
improved by GBP1l,416 million to GBP683 million, comprising net recognised
liabilities of GBP2,033 million partly offset by unrecognised actuarial gains of
GBP1,350 million (page 42, note 10). This improvement reflects an increase in
the real discount rate wused to wvalue the schemes' 1liabilities and Group
contributions to the schemes, which exceeded the cost of accruing benefits.

Substantial profit on sale of non-core businesses

During 2007 the Group sold a number of non-core businesses realising profits on
the disposal totalling GBP657 million (page 47, note 16). This has further
strengthened the Group's capital ratios and improved capital flexibility.

In May 2007, Lloyds TSB Group agreed the sale of the business and assets of
Lloyds TSB Registrars to Advent International, subject to completion and other
adjustments. The transaction was completed on 30 September 2007, following
regulatory approval, and the Group has reported a profit before tax on the sale
of this business of GBP407 million (tax: nil).

In July 2007, the Group announced an agreement to sell Abbey Life Assurance
Company Limited (Abbey Life) to Deutsche Bank AG. This transaction was also
completed at the end of September 2007 and the Group has reported a profit
before tax on the sale of this business of GBP272 million (tax: nil). 1In
addition, a pre-sale dividend of GBP175 million was paid to Group in June 2007.
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Taxation charge

The Group's tax charge for 2007 was GBP679 million, which was an effective rate
of 17.0 per cent (2006: 31.6 per cent). The effective tax rate is below the
standard UK corporation tax rate as a result of the gains on disposals being
either exempt from tax or covered by capital losses arising in earlier years, a
deferred income tax credit following the reduction in the corporation tax rate
announced 1in the 2007 Finance Act, and credits arising on policyholder
interests. Under IFRS, the income statement includes a corresponding charge for
policyholder interests within the Group's profit before tax. 