
The Bank's a ccounts 

T he operating profit of the Banking Department for the year 
cnded 29th February 1976 is £15·9 million, compared with .£13-0 
minion last year. The payment to the Treasury in lieu of dividend 
is unchanged at £6·0 million and after deduction of tax of £6·7 
million, re tained profit carried to reselVes is £3·2 million. 

The figures again include substantial provision for losses in 
connection wit h the Bank's involvement in support operations, 
offse t to some extent by a reduction in the provisions required for 
Brit ish government and ot her securities. 

During the year, fo llowing the fo rmal approval o f the Pension 
Fund by the Inland Revenue. it has been possible to transfer £25-6 
mill ion (£53'4 million gross) from the provision for re tirement 
benefits to the Fund . A recent actuarial revaluation of the Fund 
has shown that additional provision for re t irement benefits is not 
required in the current year. 

The Bank have noted the recommendations of the Sandibnds 
Report and the comments of the Consultative Committee o f 
Accountancy Bodies, and are developing records to meet the 
requ irements of current cos t accounting (CCA). For the present, 
and until the publication of a definitive accounting standard b y 
the accountancy bodies, the effect of in n at ion on the Bank 's 
accounts is shown in current purchasing power terms on pages 30 
and 31. T his statement shows an operating loss of £3 ·1 million. 
compared with the operating profit of £15·9 million in the 
conventional accounts. 

The Issue Department accounts are shown on page 32. The 
profits of the note issue payab le to the Treasury are £ 582·7 million 
compared with £700·1 million in the preced ing year. 



Report of the Auditors 

To the Governor and Company o f the Bank o f England 

We have cxamined the accounts of the Banking Departmcnt set 
out on pages 23 to 29 an d the statements of account of the Issue 
De partment set out on page 32. In our opinion 

1 The accounts of the Banking Department give a true and f<lir 
view of the state of affairs o f the Banking Department at 29th 
February 1976 and of the profit for the year ended on that 
date. 

2 The statements of account of the Issue Department present 
fairly the outcome of the transactions of the Department for 
the year ended 29th Feb ruary 1976 and its balances at that 
date. 

We have also exam ined the inflation adjusted accounts together 
with the explanatory notes set out on pages 30 and 3 1 which hal'e 
been prepared in accordance with the Provisional Statement of 
Standard Accounting Practice No. 7. In our opinion, they fairly 
restate, in summarised fo rm, the results for the period and the 
financ ial posit ion of the Bank ing Department expressed in terms 
of the general purchasing power of money at 29th February 

DELOITTE & CO. 

CharlerCl/ A"""". , 
London 
8th J uly 1976. 



Banking Department 

and loss account 

the year ended 29th February 1976 

1975 1976 

£000 £000 £000 £000 

13,040 Operating profit Note 1 15,912 

after charging: 

Addit ional provision for 

12.120J retirement benefits Nott: 2 

[14 '2 7~J 9,780 Provision fo r losses NQuJ 

Payment to lhe Treasury 
under Sect ion 1 (4) of the 

6.000 Bank of E.ngland Act 1946 NOle 4 6,000 

7,040 9,912 

3,595 Taxat ion Not e 5 6,72 1 

3,445 Pro fit transferred to reserves Nole 6 3.191 

notes on pages 26 to 29 for m part of lh(s( accounu. 

" 



Banking Department 

Balance shcet: 29 th February J976 

1975 
1976 

£000 
£000 .£000 

14,553 Capital 14,553 

103,582 Reserves Not~ 6 106,773 121,326 

26,816 Provisio n for retirement benefits Not~ 2 1,184 

Current liab ili t ies 

63,750 Pub lic deposits Not~ 7 84,855 

935,430 Special deposits 9 79,525 

217,229 Bankers' deposits 227,533 

253,262 Other accounts 26 1,725 

6,000 Payable 10 thc Trcasury Note 4 6,000 1 .559,6~ 

1,620,622 1,682,148 
~ 

The notes on pages 26 10 29 form pari or thcsc accounts. 



}975 1976 

£000 £000 £000 

Liquid assets 

19,852 Notes and coin 8,024 

57,878 Cheques in course o f collection Note 8 75,064 

887,618 Treasury and other bi lls Naif: 9 1,106,109 1,189,197 

Investments NQte 10 

Securities of, Of guaranteed by, 
128.643 lhe British Governm ent 136,632 

3,284 Local authorit y bonds 1,093 

34,441 Other secu rit ies 43,978 181,703 

Advances and other acco unts, 
451.683 less provisions 274,020 

37.223 Premises and equipment Nott 1/ 37,228 

1,620,622 1,682 ,148 

GaRDON RICHARDSON Govern or 

J. Q. 1I0LLOr-.1 Deputy GOUtrllOr 

NELSON OF STA F FORD Oirffclor 

P. A. S. TAYLOR Ch,!,! 0/ Adminislra/io', 



" 

No tes o n the Banking Department accounts 

Ao;o;ounting polides 

a Form o f p resen ta tion o f ao;coun ts 
Although thc Bank's constitution is not govcrned by thc Companies Acts 
1948 and 1967, the ao;count$ have been prcpared so as to comply with the 
requiremcnts of those Acts and the Statements of Standard Accounting 
Practi<;e in so far as they art material and appropriate. 

b JnveSlmenls 
Securiti<;s of, Or guarantco;d by, the British Government and other securitiel 
are stated in the balance sheet at cost lcss provision fo r losses; quoted 
sccurities arc valued at mid· market prices, unquotcd a t Directors' valuation. 

Profits and losses on realisation are taken to profit and loss account in the 
year in which th.,y arise. 

c Premisu and .,quipmc nt 
Thcse arc Slated at cost le$s accumulated depredation. Equipment fully 
dcpr.,ciated at 29th February 1976 has been eliminated. 

Dcpreo;iation. on a straight line basis, is o;hargcd as follows : 

F.~ehokl land 
Freehold bu;ldinGs 
L.cuchold premi«s 

Equipm~nl ("Ih~r 
Ihan computus) 

Compulers 

d Bad and doubt ful debl$ 

nil .. 
10/0, or over the period of Ihe 

leas~, whichev~r is Ihe 
grealer: Print ing Works 2% 

Over cSlim~ted usdullik 
20% 

Appropriate provision is made for bad and doubtful debts. 

e Commit ments on behalf of the Treasury 
Commitment s in foreign currendeli and gold, or on a gold basis, undertaken 
;n the name of the Bank for account of the Treasury in the course of 
operat ing the Exchange Equalisation Account arc not included in these 
accounts as the Bank arc concemed in such transactions only as agents. 

f Deferred tax 
Deferred lax has been accounted for in respect of certain materia l timing 
differences and has been calculated using the deferral method. 

I Operating profit 
The operating profit is arrived at after tak ing account of the following: 

1975 1916 
,£ fhous/mUJ £lh"" .... 1I 

Income 
Inte.esl: 

22.40 1 T.easury and otht r bill' J8.502 

14,723 
Securities o f, or gu:.ranln:d by, 

Ihe Briti.h Governmenl 16.~ 19 
1,588 Local authority bonds ,~ 

O\h~ •• ecurilies: 
63' Quoled 2,233 

1,136 Unquoled "Z 
16,503 Ad' .. nc('s 26.fU 
24.067 Ch~r",. fo • ..,rvic<$ 10 Ihe Govunmenl 33,193 

SO, Rc"" 625 

Ch .. gc. 
19.993 Inlcrest paid 10 depoS;I"'" 20,266 

271 Di.eelo ... · remun .. ralion (su Note 12) '" J9 Audito ... • 'emun('ra lion " 315 J lire of compule •• and "Iher e<luipme"t '" 2,549 Dq)rcejation of p'emi,,,s and eq"ipment 2,346 

In 1976 the method of charging for services to Ihe Government was 
changed from a cash to an accruals basis. The charge for 1975 induded 3 
rccovery in res]lect of the additional cost of pensions in that year. 



2 Re tirement benefits 
Following the formal approval of the Bank of England Pension Fund by the 
Inland Revenue, the sum of £25,600,000 (£53,400,000 gross) has been 
transferred from the provision for re tirement benefits to the Fund, being the 
full amount required to cover unfunded retirement benefits rda ting 10 past 
services. A recent actuarial revaluation of the Fund has shown that additional 
provision for ret irement benefi ts is no t required in the current year. The 
balance of the provision is being retained apinst any future deficiency. 

The profits of the year have borne the cos t o f providing pensions to s taff in 
respeet o f curren t serviees. 

3 Provis ion for losses 
£14,278,000 has been transferred to provision for losses in respeet of 
provis ions against advances made and guarantees entered in to in eonm:etion 
with the Bank's involvement in support operations, offscl by a reduetion in 
the provisions required for Brit ish government and other seeurities. 

4 Payment to the Treasury 

1975 
£ fhausa,od. 

3.000 
3,000 

5,000 

5 Taxation 

P.yabl~ 51h April 1976 
Payable 51h O~lob~r 1976 

1975 

.£ thousand. 

3.000 
3,000 

6.000 

The charge for taxation, which is based on the profits of the yea r. comprises: 

1975 
.£ IhOhSOntis 

4.223 
(628) 

3.595 

UK corpor-.I;<>l1 I~" at 52"­
DdeTTed tu 

1976 

J: !hou.~nd. 

(5.173) 
11.894 

6,721 

T he difference in timing in the recognit ion for tax and book purposes of 
cer tain income and expenditure of the Bank has resulted in the Uank having 
an assessable loss for tax purposes this year as comVared with a book vrofit. 
A claim has been made in accordance with the relevant legislation for 
repayment of tax paid in previous years (.£5. I 73,000), and the balance of the 
loss has been carried forward against future profits. 

T he overall tax charge, after accou nt ing for deferred taxation, i, high in 
re lation to the operating profit after dividend because of the rc~triction of the 
amount of the repayment which can immc:dia tely be claimed in respec t of 
this tax loss. 

In previous years it has !.>~en the B;mk 's pract ice to include within the 
current tax charge the ta"ation in respect of transfcrs from the provision for 
reti rement benefits to the Pension Fund. As the transfer referred to in Note 2 
is to be allowed for tax purposes over a period of years, the J~fcrred taxation 
effect has been taken into accoun t and the elemenu of the taxation charge 
for the year endcd 28t h February 1975 have been rectassified accordingly. 

6 Ruer"es 

Rala".,., al 1st March 1975 
PrQl'it of th~ \'ear r"la;,,~,1 

7 Public deposits 

.£ ",ou .. "ds 
103,582 

3, 191 

I06.71:i 

l'u!.>lie deposits arc the balances on government a(eounts. including 
Exchequer, National I.oans Fund, N:l\ional Debt CummissioneTS and dividend 
accounts. 

8 Cheques in course of collec tion 
These uncleared effects arc most ly in respect of pu!.Jlic dcvosi\s. 
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9 Treasury and other b il ls 

1975 1976 
.£ jhous~nds 

886,339 
1.279 

88 7. 618 

Briti 'h government Treasury bill. 
Other bills 

£ thousand. 
1,103,374 

2.73~ 

1,106,109 

10 Inves tments (at cost less provisions) 

1975 1976 
.£ Ihoustmds 

8<>01< Mu,ket 
£ th<>unn<h 

~aluc ~ulue 
Book Mark.t 
Hllle .alu< 

Securities of, or s;ar.mtecd 
128,643 13S,422 by, the Briti'h O"( rnm.nt 136,632 113,831 

3,284 3,534 local authori ty bond. 1.093 1,243 
Oth .. ...,curities: 

12,833 13,512 Quoted 17,961 

Direc ton ' 
valuation 

21,608 21.608 Unquoted 26,0 17 
166,368 174.076 181,703 

a The principal holdings of equity share capi tal of other companies includ'd 
in ' other securi t ies' are as fo llows: 

1975 
Perccntaze 
~eld 

" 
9J 

nil 

" " 

Agricultu .... l Mortgage Corporation 
Lld share. of £ 1 

Commonwealth Development Finance Company Ltd 
'8' ordinary .hare. o f £1 (50p paid) 

Commonwealth Development f'inance Company Ltd 
' A' ordinary sharc. of £1 (lOp paid) 

(Percentage of lotal CDFe Ltd equ ily held 41) 
Fina r>ec for Industry Ud sharel of £1 
Portall Hold ings Lld ordinary nod 

1976 
Per.:.nt", 

"''' 
" 
" 
nil 

" " 
All the above companies arc incorporated in Great Britain, As a maller of 
policy, the Bank do not seek to influence their commercial or financi al 
d ecis io ns. 

b The Bank a lso hold 50% o f the equity . hare capital of: 

London and Coun ly Sccurili(J Ltd (in liquidal ion) 
Overse ... financial Trult (lIolding,) 1.1d 

Thcse shares we rc acquired for a nominal consideration, and the DirectOr! 
considcr tha t it is not appropriate to incorpo rate the resul ts of these 
assoc iated companies in the Bank's accounts, 

c Also included in 'other ."curitics' is a subsidiary company whoHy owned 
by the Bank: 

Stcu.ilics Management Trust Ltd 
1,000 ordinary Ihare$ of'£l at cosl £1,000 

Consolidated accounts have not been prepared as, in the opinion of the 
Di rectol'$, Ihe amou nts involved are not material . 

11 Pr"misu a nd equipment 
Leaschold 
remises 

freehold .n ovcr 
£ lhouunds premisel 50 ycars) Equipment 

Cost ~I IsI March 1975 14,118 17,289 16,319 
Acquisitions 303 675 1,511 
Di .pos-is ~ (1,926) 

Cost at 29th February 19 76 14,289 17,964 15,904 
Accumulated de preciat ion (2,570) (2,855) (5,504) 

Net book ~a lue 11,719 1!>,I09 10,400 

Net book vulue 1975 11,703 14,908 /0,612 



During the year there have been transfers between premises and equipment 
arising from reclassification. The appropriate adjustmen ts have bee n made to 
the opening balances and to the accumulated depreciation. The resultant increase 
in the dep reciation provision of £89,000 has been charged to the profit and 
loss account . 

Contracts ro r capi tal expenditure authorised by the Directors and 
o u tstanding at 29th February 1976 totalled £2, 136,000 ( 19 75 £ 1,786,000), 
Further capi tal expenditure autho rised at that date, b u t n OI contracted fo r, is 
estimated at £ 1,49 1,000 (1975 £2,048,000), 

12 Directors' remunera tio n 
The aggrega te emoluments of the Governors and Direc tors were: 

1975 
£11,579 Fec. 

1976 
£1 1,401 

Other cmolumenu, including remuneration 
of Governors and EKeCUlive Directon 

'£259,821 
£32,000 

and payment! 10 Directo,,' Penlion fund. 
The emoluments of the Governor wcre 

.£2S9,557 
.£32,000 

Remuneration amounting to £6,000 ( 19 75 £4,000) was waived by the 
Governor; two other members of the Court of Directors also waived 
remunera tion amounting in aggregate 10 £9,610 (1975 £6,406), 

T he number of Directors other than the Governor receiving cmolumenu in 
each of the following rangcs was; 

1975 1916 
12 Up 10 £2,500 " (aU at .£500) , .£17 ,501 to .£20,000 
3 .£20,00 1 10 £22,500 , .£22,501 10 '£25,000 • 

13 Employces' re munera tion 
The following table shows the n umber of employees recei~' ing emoluments in 
"xcess of £10,000 for Ihe yur within Ihe bands s tate d, The table also shows 
the to tal amou n t of income tax applicable ror 19 75/76 at the higher e nd of 
each band and the corresponding take·home pay; i t has been auumed for this 
purposc tha t the recipient was a married man without dc pendent children and 
with no other source of income. 

1975 To< Take-home 1976 ,., , , 
43 '£10,001 to '£12,500 ~,475 1,02!. '" 22 '£12,501 to.£ 15,000 7,200 7,800 " 8 '£15,001 to .£17,500 9,025 8,475 " , £1 7,50 1 10.£20,000 10,900 9, 100 8 

'£20,001 to .£22,500 12,900 9,600 , , .£25,001 10 £27,500 17,Q50 10,450 

14 Char itable donatio ns 
Chari table donations d u ring the year amounted 10 £126, I 00 ( 1975 £54,300): 
no political contr ibutions were made. 

15 Con tingen t liab ili ties 
Outstanding exchange contractS for customers, together with irrevocable 
credits, amounted to £21,529,000 (1975 £49,823,000): thesc were covered 
by compensating contracts ror corresponding amounts, 

T here were further contingent liabilities, including uncalled capital on 
investments, of £38,776,000 (I975 .£43,628,000), 

T here is also a contingent liability for guaun tees in respect of loans to the 
Burmah Oil Company Ltd of '£277, 150,000 (1975 £248,263,000). 

16 Acco u nt ing for innation 
T he Bank have noted the recommendations of the Sandilllnds Repor t and the 
commcnts of the Consultative Committee of Accountancy Bodies (CCAR), 
and a rc develop ing records to mee t the requirements of current cost 
accoun ting (CCAl. 

Fo r the p resen t, and unt il the publication of a defin itive accounting 
stand ard by the accountancy bodies, the dfect of inflation on t he Bank's 
accoun ts is s hown in curren t p urchasi ng power tcrms on the follow ing pages, 



Ban king Departmen t 

Accounti ng for infl ation 

Su mmary o f operating profit for the year ended 29th February 197 6 
and fi nancial position at that date adjust ed for th e effects o f illflat ion 

Operating pro fit 

Historical basis 

1975 1976 

£000 .£000 

13,0-10 15,912 

6.000 6.000 

7,040 9.9! 2 

3.595 6,721 

3,445 3.191 

Financial positio n 

107,728 85,282 

37,223 37,228 

144,95 1 122,5 10 

26,816 1, 184 

118,135 121,326 

Operating profit / (loss) No te 3 

Paymen t to the Treasury 
under Sect ion 1 (4) of the 
Bank of En gland Act 1946 

Profit/{loss) before taxation 

T::txation Note 2 

Retained profit/(Ioss) 

Net c urrent asse ts 

Premises and eq uipment 
less depreciation 

less 

Provision fo r retirement benefits 

Capital and reserves 

Current purchasing 
power basis 

1976 1975 

£000 £000 

(3,140) 

6,000 7,380 

(9,140) (1 2.694) 

6,721 4.422 

(1 5,86 1) 

87 ,653 

91,624 

179,277 

1, 184 

178,093 193:2!! 



Notes on the Banking De partment accounts adj usted for in nation 

Basis 
'nlis statement has been prepared on the basis recomm ended in Provisional 
Slatement of Slandard Accounling Praclice No. 7. The figures in the current 
purchasing power basis columns were arrived a t by converting the 
corresponding figures in the historical bas is columns by reference to the 
changes in th e UK retai l price index between the dates of the original 
tramactions an d 291h FebrUltry 1976. The current purchasing power hasis 
figures for both this and last year are measured in pounds of purchasing 
power at 291h February 19 76. The relail price index used at 29th February 
1976 was 149 '8 and at 28th February 19 75 was 121'9; bOlh figures are based 
on 15th January 1971 " 100. 

2 Taxation 
The tax charge is calculated by Tderence to the profit on the h istorical basis 
and no adjustm .... nt therdore has been made to the tax charge in the current 
purchasing power basis column. 

3 Operating profit 
The difference between the operating profit stated on a historical basis and 
on a curren t purchasing power basis is made up as fo llows: 

1975 

£ fhousands 

JJ.040 

(1,438) 

(5,090) 

2,792 

(13,624) 

(4.320) 

(994) 

(5,314) 

Op"'~ling P'o(it ~ historical ba,i. 

AdjuSllIlrllll to convert to CrI' ba.is: 

a IlcprTc ialion 
Additional charge based on co.t of 
p,rmile. and equipment mc~.orcd ill 
poundl of current purcha,ing pow.',. 

b Olher ..,curi tie. 
Addilional provi.io" to redoce (OS\ of 
olh.·, srcu,;tin measured in poond. 
of co ...... nl p",cha,ing po,vcr 10 

, ... Iualion. 

c R .. naindu of incom<: and ~~p~nSC$ 
includ~d ill opualing profit bcfo'~ 
tant;oll. 

ThT$' a'~ illcrr3 s~d by the eh.nge in 
Ih~ index 011 averas. 0"''' the ye",. 
Th, adjustment inccu~~$ prolits a. 
income eXCTeds np~Mc" 

d Monetary items 
Net 10$1 in purchasing pow .. on net 

moneta'y ~<..,t •. 

Adju"mc1\l ,~quirrd '0 "p-d~h' 1975 pro(i l to 
1976 £'. 

1976 

£ ,hou ... nd. 

1 .... ,9 12 

(2,284) 

(3,780) 

1,354 

(14,842) 

(3,140) 

Opt·, .• linK 10$. _ Col'l' h~<i. (3,140) 



Issue Department 

Account for the year ended 29th February 1976 

1975 

£000 

539,618 

175.145 

9,083 

5.518 

111 

700,051 

Income and profits: 

Securities of, or guaranteed by, the 
Brit ish Governme nt 

Other securit ies 

Expenses: 

Cost of production of Bank notes 

Cost of issue. custody and payment of 
Bank notes 

Other expenses 

Payable to the Treasury 

Statement of balances: 29th February 1976 

1975 

£000 

Notes issued ; 

5,355,343 In circu lation 

In Banking 
19,657 Department 

5,375,000 

19 76 

£000 

6.042,259 

7.74l 

6,050,000 

1975 

£000 

11,015 

4,624,853 

739,132 

5,375,000 

£000 

443,279 

156.005 

10,648 

5,948 

13 

1976 

Government debt 

Other securities of, or 
guar;mteed by, the 
British Government 

Other securi ties 

£000 

599,28~ 

1976 

£000 

5,233,632 

Nott n,~ income and profiu and value of ,(curi tiel ,hown above include the df(cIS o f the quarterly revaluation of mQ,htabJc 'teu,itk, in 
3ccordancc with the rcqui,cm~nu of the National l.oan. Act 1968. The last .uch valuation was made at 26th F~bruary 1976. 

GORDON RICHARDSON GovernoT 

J. Q. HOLLO'I Deputy GOllcrlloT 

NELSON OF STAFFORD Director 

P. A. S. TA YLOR •• , /1<1_ Chief of A dmm'I fa 

" 
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