
The Bank's accounts 

The accourns of the Banking Department for the year ended 28th Februa ry 1978 show an operating 
profit of £20.6 million, compared with £[3.0 million in the previous year. This figure is arrived at 
having charged £10.2 million (compared with £16.2 million ) in respect of provision for losses arising 
from the Bank's involvemern in support operations offset in part by a reduction in the provision for 
British government securities. After payment to the Treasury in lieu of dividend of £5.5 million a nd a 
lax charge of £5.4 million, the profit transferred 10 reserves amountS to £9.8 million (compared with 
£6.3 million last year). 

Reflected in the accounts are three new wholly-owned subsidiary companies, of which Slater, Walker 
Ltd and EBS Investments Ltd have been acquired directly as a consequence of the Bank 's support 
operations. The third subsidiary, B.E. Services Ltd, is a service company currently responsible for 
providing catering for Bank staff in the City. 

The supplementary statement on inflation accounting follows the interim recommendation by the 
Accounting Standards Committee; after adjustment for depreciation and net monetary a,Ssels this 
statement shows an operating profit before lax of £16.5 million, some £4 . [ million less than the 
operating profit in the conventional accounts. 

The Issue Department accounts are shown on page 38. The profits of the nOte issue payable to the 
T reasury are £463.7 million compared with £914.1 million in the previous yea r: this is due to the lower 
levels of interest rates obtaining during the past year and to the effect ill the previous year of a sharp 
appreciation in the Issue Department holding of British Petroleum stock. 
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Report of the Auditors 

To the Governor and Company of the Bank of England 

We have examined the accounts of the Banking Oepanrnel\l set out on pages 29 to 36, which have 
been prepared on the basis of the accounting policies set out on page 32, and the statements of account 
of the Issue Department set out on page 38. 

In our opinion 

The accounts of the Banking Department, read in conjunction with the notes and in particular 
with note 3, give a true and fair view of the state of affairs of the Banking Department at 28th 
February 1978 and of the profit and source and application of funds 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 28th February 1978 and its balances at that date. 

We have also examined the supplementary Statement to the Banking Department's accounts prepared 
on the current cost basis of accounting, set out on page 37. In our opinion, the sta tement has been 
properly prepared in accordance with this basis. 

London 
13thJuly 1978. 

DELOITTE HASK INS & SELLS 



Banking Department 

ProSt and loss account 

For the year ended 28th February 1978 

1977 1978 

(f)()() (f)()() £(lOO £000 

13,023 Operating profit Nol.2 20,630 

l6,'5~ 
after charging: 

~0'22~ Provision for losses N.1t3 

Payment to the T reasury 
under Section I (4) of the 

3,000 Bank of England Act 1946 No/,4 5,500 

10.023 15,130 

3,714 T axation /1',.,,$ 5,374 

6,3fJ9 Profit transferred to reserves Nlll06 9,756 

The nOleJ (In pll.ge3 32 to 35 form par! of the se lI.CC<luntS. 



Banking Department 

Balance sheet: 28th February 1978 

1977 

(f)()() 

14,553 

172,837 

111,820 

711,575 

372,293 

361,647 

3,000 

1,747,725 

Capital 

Reserves 

Current liabilities 

Public deposits 

Special deposits 

Bankers' deposits 

Other accoun ts 

Payable to the Treasury 

The noles on pages 32 10 3S form pa<l of these acoounts. 

1978 

£(lOO 

14,553 

No/(6 182 ,593 

N~7 123,221 

1,229,300 

408,352 

519,798 

5,500 

£(lOO 

197,146 

2,286,171 

2,483,317 



1977 

I1XJO 

16,970 

106,796 

695,963 

137,127 

169 

52,194 

640,792 

97,714 

/,747,725 

Liquid asseu 

Notes a nd coin 

Cheques in course of collection 

T reasury and other bills 

Investmen ts 

Securities or, or guaranteed by, 
the British Government 

Local authority bonds 

Other securities 

Advances and other accounU, 
less provisions 

Subsidiary companies 

i nveS,tments 

Amoun ts owing 

P remises and equipment 

31 

1978 

£()()() 

24,535 

Nou8 11 9,993 

NQ't 9 1,753,298 

N~r 10 

149,34 1 

51 ,166 

No't 11 

N,'r 12 

16,983 

42,328 

Nrdt 13 

CORDO N RIC HARDSON 

J.Q. HO LLOM 

NELSO N OF STAFFORD D,,,,;/« 

P. A S. TAYLOR 

£()()() 

1,897,826 

200,507 

227,215 

59,3 11 

98,458 

2,483,317 



Notes on the Banking Department accounts 

AccountiD, polode. 

a Form of p~ntllltiOQ of accounts 
Although the Bank's ronnitution i. not gov"mffi b) It." Companies ,\el' HH8 and 1967, It." aCrounll have b«n p'''parffi 50 as 
looomply with the rcqui r"menlsoflhost:ACI.and Ih" SIalem~nlsofStandard Accounllng P",clice insofara. Ihe),ar( appropria.~, 

The accounts have b«n p'~pared on the historical COSt bas., of acreu",ing, mod,fied to include the revaluation of cenain fixed 
:>.iIStls, 

b T reuury and othe r b ills 
Trea.u')' and other bill. are stated al cost plus interest accrued. 

c Jnvestme nts 
Securities of, or guaranteed by, the British Gov"mmeru, and Other securities arc SI~ted in the bal~nce .heet al cost less pro',ision 
fOT loue.; li$led securities arc valued at mid-market prices, unlisted at Directors' valuation, 

Profil$ and loues On realisation arc taken 10 profit a nd loss account in the year ,n which they arise. 

d Pumi$CS and equipme ol 
Freehold and luschold land and buildings ar" sta ,ed a t a professional va luation on an open markel va lue for exi sting use basis as 
at 28th . 'ebruary 1977 plus the COst of addi,ion. d uri ng Ih" y"ar and less depreciation based on the reva lued amount . No account 
is taken of the liabil i,y 10 lax"tion wh ich could ari se if dle propert>cs we ,'e disposed of a! tbeir reva lued amounts, 

Equipment is Slated at cost le •• accumulaled deprecia tion. Fully depreciated items at 28th .·ebruary 1978 ha~e bttn written out 
of the ae<:ounts, 

Depreciation, On a .traight line basis, i. charged ... s follows: 

F",ehold land ni l 
Fr""hold build ings 
Lus~bold premi..,. 

o~er ellimated futur~ lif" 
over the period of the lu$C 
or estimated future life 

e aad aod doubtful debu 

E:q uipmcnt (otber than 
computers) 

Computers 

Appropriate provision i, made for bad and doubtful debts. 

f CoonmitmeoU 00 behalf of the Treasury 

over estimated useful life 
over live yurs 

Commitments in foreign currencies ar>d gold, or on a gold basis, u"d~rtaken in th~ name oftbe Bank for account of the Treasu r)', 
principally in the Course of operating the E~change Equal isation Account, are not included ,n the$C account. as the Bank art 
concerned in such transactions only as agents. 

g Defencd tax 
Deferred tax has been accounted for in re.pen of certain material timing dilTcrence, and has b""" calculated using the deferral 
metbod, 

b Retirement benefits 
The profit. of the year bear the cost of providing pen.ions to ",~lTin r •• pcct of current s.rvices. There is no unfunded liabilit)" in 
respect of past service •. 

, Operating p rofit 
The operating prof, t i. arrived at after laki ng accO unt of tile foll owing: 

1977 1978 

£ IM..,~nJJ £ tbou,and. 
Income 
Interest: 

13,911 Treasury ... nd other hill. 20,316 

17.108 
s..:uritiu of, or guarant~ by, 
,1'1" Brilish Go,<ernment 18,417 

" Loc.al ...... horil)' bond. 
Otber securities: 

1.174 List"d 2. 151 
,,197 Unlisted '. "'" 28PiS Advances 19.016 

32.8<6 Charges for se .. vices 10 the Governm~n t 32,964 

"" Rents '82 
Cbarges 

15,741 Interest paid to depositors 17,736 

'07 Dir~clors' emoluments (NOIt /'#) '" '" Auditors' r"muneration 36 
W6 Hire of compulers and otber equipment 50S 

1,154 
Depreciation of premi,.s and 
equipment (Nw /iJ) 3,1 49 



:I Provi. ion for l os~1 
Aner ma king a llowance for a reeh .. e.ion in th~ provision requirM for British gov~rnmcm Stturitics, (IO,228,OOO~;u ~n "."sferre<! 
to provi.ion for losKs in respec l of provisions against ad"aned made, and guarante<:s entaed imo, in oonneeuoo "".'lI> the Ban,k'. 
involvemen! in IUpport operations, .,illoN ooldy o' in association with the clearing banks. In some cascs, the se<:unly support"'g 
the advancn or s ua"' ''!ccl will only be rC<1liu.ble OVN a period of yea ... The evaluation cl the appropriate provision. h". been 
made on the 1»."$ ofth., Ix •• information prcKndy available. 

.. PaymcnllO the Treuury 

5 Taxation 

1977 

C tlwNs."dJ 

3!J«) 

3,000 

Payable .'),11 Apri l 1978 

J>3yabk 5,h October 1978 

Thr charge for tax at io n, which is based o n Ihe profits ofllle year, wmprises: 

1977 

C Ih.",anih 

(I.J/9) 

5.033 

3.714 

UK corporation tax at 52'" 

o"fnr~d tax 

Amount reccivable in rCSI>!:C t 
of group rdi~f 

1978 

[ thousands 

2,000 

3,500 

3,500 

1978 

( thou ~a"ds 

6.274 

(900) 

5,374 

Th~ d iff~r~nCt: in timing: in thf recogni tion for tax and book p"rpos~s of certain income and up"nditur~ ofth~ Ban k ha. resuhed 
In 'he Bank ha";ng an assess;tble losl for tu purposes th is ),ear as compared wi,h a book profit. This Ion, together ,,~ t h tU 10s$CS 
for pr"'iou! yea .... ha . I>«n carried forward against future profits. 

The charge for tuation, aft~r taking aCCOunt of d~f~rrM taxation, is low in rdation to thf """Tating pmlit after d,vidcnd bc:caus<: 
provisions no longer reqUired hav~ I>(:cn crMi,~d to profit and loss account withou, auracti ng a ,ax charge, These provisions Wfrf 
nOt aUowed for tax purposes when origin31ly Set up . which was prior 10 'he recogni tion of deferred tax in the Bank's accoun ts. 

6 Reserves 

7 Public deposits 

Balance at 1" March 1977 

Profit of thr yur retained 

( thousands 

172.837 

9,756 

182,593 

Public deposits are the balanCt:. on government accounts, including Exchequer, National Loan. Fund. Na tional Debt 
C<:>mmi .. ione ... and dividend aCCOuntS. 

8 Cheque, iD course of collection 
These uncleared effc<:ts are mostly in res(M'Ct of Public deposits_ 

9 Tnuury ... d other bill. 

/977 
C rMtuaMs 

693.724 

"" '''''' 

Bri tish government Treasury bills 

O ther bill.< 

33 

1978 

( thousands 

1,747,229 

6,069 

1.753,298 



10 Invntmcnu (a t cost less provi,iO"5) 

1977 

LIMlLtuds 
8oH. Ma,bl N'. ""/Ut 

137,127 ''';HR 
'" "" 

/8.561 22,21)3 
Di",;uwJ' 
",,/ .... riM 

",6311 "ft6I 

Securities of, or guanrueed 
by, the Briti&!> Govcmmcnl 

Local authority bonds 
Other S((uritie&: 

Listed 

Unlilted 

1978 

£ thous .. nds 
Book Market 
v:due value 

149,34 1 161,729 

]7,S36 25,0 ........ 
Oi=lol"$' 
valuation 

33,630 37,382 

189,490 2OJ,n5 200,507 224,166 

The principal holdings of equity share capital of other companies included in Other .t<:urities are a, follows: 

1977 

p." ... lacr 
kid 

" 
nil 
93 ., 
" " 

Agricultural Mortgage Corporation Lld 
sha res of£1 

Commonwealth Devdopment Finanee Company Lld: 
'A' ordinary . harelof£1 {lOp paid} 
'B' ordinary .hares of [I (~~id) 

Per.;cntage of total nominal equity held 
Finance for Industry Lld .harcs of £1 
Portals Holdings Lld ordinary stock 

1978 

Percentage 
held 

nil 
93 

" " " 
All the abovc COfI1j».nies arc incorporated in Greal Britain. As a maUer ofpoliey, IlIe Bank do IlOIl«k to influence thei r commercial 
or financial decisions. 

The Bank also held, ao the balance shcet dale, 50% of the equity sllare capita l of: 

London and Counly Securities Lld (in liquidation) 
Overseas Financial Trust (Holdings) Ltd 

Tllese sllares were acquired for a nominal con.ide .... tion, and the Dire<::IOf1 consider IlIal it is nOI appropriate 10 incorpo .... te IlIe 
results of thesc a$$Ociated companies in the Bank's accounts. These sllares were sold in Marcll 1978 al 0011. 

11 AdyuCft aad ochu .CCOUD I,f 
Included under tlli s heading i. a defefTed tax balance of (11,290,000 (1977 £17,~,000). 

It IDYHtrneol,f;D SU .... idiariH 
Subsidiary companies wholly owned by IlIe Bank are Slated in Ihe Bank' , balance . lIeel at cost (which i. no! in exCeSS of the nel 
tangible anets oflhe . ub. idiarie. ) and indude: 

B.E. Service. Ltd 
5,000 sha re. oHl 

EBS Investmen!s Ltd 
lOO.hares ofIl 

Slater, Walker Ltd 
100,000 o rdinary shares of £1 
10,000,000 defened sha res of£l 

which be<:ame subsid iary companies of the Bank during the year, and 

Securities Management Trust Ltd 
1,000 ordinary shares of [I 

The aecoun" ofESS Investments Lld and Slater, Walker Lld have DOl been conJOlida,ed with Iho,," mthe Bank because, in the 
opinion or the Di rectors, il would be misleading to conJOlidale their nel aSSet. with those of the Banting Depanmenl in view of the 
circumtlanees of the acquisition ofthcse companies by the Bank tllrough involvement in the support operations.The accounts of 
B.E.Services Ltd and Securities Management Trust Lld have nol been conJolidaled wilh tho .. of the Bank a. the amounts are 
considered to be not malerial. 

The net aggregale profits of the su bsidiary companies auributable to Ihe Bank in re.pe<:t or the yur ended 281h February 1978 
amoun t to £1,281 ,000; Ihe .. profits are not deal! with in the accounts or the Banking Department. 

Included within Cunent liabili ties i. a total of£3,214,000 due, in Ihe normal CDurse ofbusiness, to sub. idiary companies. 



13 P~m;su and equipmenl 

COSI or valuation 
at IS! March 1977 

Acquisiuon. 
Dis.-al. 

Cost or valuation at 
28th Februuy 1918 

Accumulated 
depreciation 

Net book value 

N,t b«lk un/ut 1977 

Freehold 
premises 

Si, l lf 
1,78S 

~5,899 

(941) 

Si,9~ 

SOH 

lA:asehold 
premises 
(all over 
50 years) 

33,77S 
290 

3f,06S 

(+3t ) 

33,.'i81 

11,775 

J; thOlJund. 

Equipment Total 

IS,lf8 103.031 
1,898 3,973 

(1,233) (1,233) 

IS,813 105,771 

(5,894) (7,319) 

9,919 98,4$8 

"" 97,714 

Comra.ls for capita l expenditure authorised by the Directors and outstanding at 28th February 1978 totall ed £4,733,000 
(1977 £5,148,(00) , Further capital .xpenditure authorised at that date, but not comraCted for, is es tima ted a t £1,412,000 
(1977 (2,258,000), 

14 Dir«IOU' e molume nll 
The aggregate .molumenu oflh. Govunors a nd Di'oxto," were: 

f977 

cfI,no Fm 

Other emolumenlS, including remuneration of 
Governors and Executive Directon and 
payments to Directors' Pension Funds 

Th~ emolument, of the Governor were 

1978 

£11,000 

£260,708 

£32,139 

Remuneration amounting 10 (6,000 (1977 (6,000) was waived by .he Governor; one other member of the Court ofDirec.ors waived 
remuneration amOlJn ling 10 £.'>,360 (1977 (5,360), 

The num ber of Direetors other than th. Governor receiving emolumenl$ in each of the following ranges wu: 

15 Employee.' emolumenll 

"" 12 

, 
Up to (2,500 
£'10,001 to £22,500 
(Z2,50[ to £25,000 

1918 

" , 
• 

Th. following table .hows the number of employe~:s rcaiving emoluments in exceu of £10,000 for the year within the bands 
sta ted, The table also show. Ihe tOlal amount of income tax applicable for [977/18 at the higher end of each ~nd and the 
corresponding take-home pay; it has been assumed for th is purpo'~ that lhe recipient was a married man "';thout dependent 
chi ldren and wilh no other source ofinoom.> 

1977 T" Take-home 1978 
po, , , 

'" £10,00 1 to £12,500 4575 7,925 '" " (12,501 to £15,000 6,150 8,850 " 36 (15,00110 £17,500 7,875 9,625 36 

" (]7,50lto(20,OOO 9,750 10,250 " , £20,00110 (22,500 11,625 10,875 6 
£25,001 10 (27.500 15,715 II,nS 
£27,501 1000,000 11,850 12.150 

" Cbaritable don. tiolU 
Charitable donalion$ during Ihe ynr amoumed to £61,000 (1977 £65,800); no politica l contribulions we.e made, 

17 Conting"nt liabilities 
Oulsta ndi ng exchange conlracts for eustomers, logether with irrevoc.;;obl~ credits, amount 10 £48,987,000 (1977 £52,2 14,(00): these 
are covered by rompen.ating contraCls for corresponding amOunt., 

The.e arc further conling.m liabi lities, including uncalled capital on invc.s' mcnts, of £42,806,000 ([911 £55,098,(00), 

Th • ..., it also a contingenl liabi lity for guarantees in respecl of loam to The Burmah Oil Company Lld of Co I,64ti,OOO 
(1977 £5.8,394,(00), against which the Bank hold securi ly, 



Banking Department 

Statement of source and application of funds for the year ended 28th February 1978 

1977 

[f){)() 

13,023 

2,/54 

15,177 

5,704 

16 

20,897 

6,000 

2,900 

8,2/5 

3,782 

20,897 

(369,897) 
376,/91 

6,294 
(2,512) 

3,782 

Source of funds 

Operating profit 

Adjustment for items not involving the movement of funds: 
Depreciation 

Funds generated by operations 
Funds from other sources: 

Repayment of tax 
Disposal of other securities 

Disposal of premises and equipment 

Application of funds 
Payment to the Treasury 

Purchase of premises and equipment 
Investment in other securi ties 

Purchase of subsidiary companies 
Increase in working capital (see below) 

Analysis of working capital 
Increase/(decrease) in: 

Current assets 

Advances and other accounts, excluding taxation 

Advances to subsid iary companies 

Current liabilities, excluding payment to the Treasury 

36 

1978 

woo 

20,630 

3,149 

23,779 

1,144 

1,028 

80 

26,031 

3,000 

3,973 

[6,983 

2,075 

26,031 

1,090,142 

(407,059) 

42,328 

725,411 

(723,336) 

2,075 



Banking Department 

Supplementary statement on inflation accounting 

For the year ended 28th February 1978 

/977 1978 

(f)()() (f)()() £000 £000 

Profit before tax as in 
13,023 his torical cost accounts 20,630 

{m 

{,659 Additional depreciation charge Ncl,} 887 
6,294 7,953 Net monetary assets adjustment N~I,2 3,223 4,110 

5,070 Adjusted profit before tax 16,520 

Notes on the supplementary statement on inflation accounting 

Basis 
This supplementary Itatement is based on the interim re<:ommendation by theAc(ount; ngStandard~Commitlce. The adjus tmen ts 
arc ~ku l ated a. foll ow" 

IHpreciatiOD 
The adjustment is the difference between depreciation based on CUHent replacement co", of premises and equipment and the 
deprecia tion charge in the his lOri~1 COSt aocounts. 

a Equipment 
Some 60% m the va lue of equ ipment (mainly oomputer a .. ets and printing machine~) wa~ ~lcu l a ted from ~upplkrs' curren t price 
li sts. The figures for the remainder of thc equipment were cakulated by using the price index numbers for current OOSI acoounting. 
produced by the Central Statistical Office. The undermentioned indice. were used: 

Capi tal expenditure on plant and machinery in paper, printing and publishing, and 

Price indiee. for specific types of office equipment. 

b Premisu 
The figur"" relating to property inter""" reflect a professional valuation m Bank freehold and kasehold premises by St Quintin 
Son &. Stante)', Chartered Surveyon, as al 28th February 1977, on an open market for e>:.isting usc basis, in aocordance with the 
R.I .C.S. d raft guidance nOteS on valuations for CUlTCnt O)5t aocounting purpose. under E.D. 18, updated as at 28th February 1978 
by means of the Central Statistical Office's indices for construction. 

t Nft _ecary HJets 

The adjustmen t ha, b«n ulculatcd by applying the change in th~ UK retail price index during th~ )'ur to the avenge or tile 
opening and dOling totals mnct monet.ary assets. At 1st March 1971 the index stood al 114. 1 and on 28th February 1978 at 190.6. 
British government stocks have b«n treated as monetary itenu and included at bnok val ue in thil ulcula tion . No adjustment has 
been made to the hillorica l ooot profit in respect m the increased market value or Briti sll government Stoc"'. 



Issue Department 

Accoun t for the year e nded 28th Febr uar y 1978 

1977 

613,976 

320,535 

83 

13,()62 

7,432 

9/4,100 

I ncorne and profi ts: 

Securities of, or guaranteed by. the 
British Government 

Other securities 

Other receipts 

Expenses: 

COSt of production of Bank notes 

Cost of issue, cuslody and payment 
of Bank notes 

Payable to the T reasury 

Statemen t of balances: 28th Febr uary 1978 

1977 1978 

(f)()() £000 

Notes issued: 

6,758;257 In ci rculation 7,775.646 
In Ban king 

16,743 Department 24,354 

6,775,000 7,800,000 

1977 

(f)()() 

IIPJ5 

5,540,349 
1,223,636 

6,775,000 

1978 

£000 

419,861 
66,806 

130 

15,192 

7,935 

Government debt 

O ther secu rit ies of, 
or guaranteed by, 
the British Governmen t 

Other securities 

£000 

486 ,797 

23,127 

463,670 

1978 

£000 

11,0 15 

6,814,210 

974,775 

7,800 ,000 

NOl<J The ",oom~ llnd proll'sllnd v~lueofsc<:urili~. Indude 'he elf«,s of'ht: quanfdy revaluation ofmuk~la ble securi,ies, 
HI ~a:ordllncc wi l h Ih~ requ .. ~mcnu of 'he N;>.'ional Loans ACl 1968. Th~ 1;1.$1 such v"lua lion was m;>.d~ a' 
27,h Februllry 1918. 

:2 lu OCI"""'r 1976. T he Burmah O il Comp;iny L,d served a wri l on Ihe Bank cia,monlf,'.It'QI .. , Ihe rnli lu ,ion of'he 
77.817,S07 Bri , i,h Pelrokum ordinary .lock uni" which hlld been purchSed from .6urmah in 197!i fora conSlderalion 
of some (119 m,lIion. A defence ha. been entered 10 Ihis ciaim. 

CORDON RICH ARDSON GOIlt'IIO' 

j . Q . HOLLOM 

NELSON OF STAFFORD 

P. A. S. TAYLOR C~itf DJ AdmilliJl,Q/,m 
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