
Report of the Auditors 

To fhe Governor and CompallY of 'he Bank oJ EI/glalld 

We have audited th e financial sta te me nt s of th e 
Ban kin g Department on pages 32 10 52. and the 
state ment s of account o f the Issue Department o n 
pages 53 to 55. 

Respective responsibilities of directors and auditors 

As described on page 29 the Bank's Coun of Directors 
is re spo nsib le for Ihe preparat ion of the financial 
statements and the statements of account. [ t is our 
responsibility to form an independent opi nion, based 
o n ou r audit, on the fin ancial state ment s and the 
statements of accoun! and to repon our opinion \0 you. 

Basis of opinion 

We conducted our audit in accord,mce with Auditing 
Standards issued by the Auditing Practices Board. An 
audit includes examination. o n a test basis, of evidence 
relevant to the amounts and di sclosures in the financial 
statements . It also include s an assess ment of the 
significant estimates and judgements made by the 
Directors in the preparation of the financial statements. 
and of whether the accounting policies are appropriate 
to the Bank's circumstances, consistently applied and 
adequately d isclosed. 

We planned and performed our audit so as to obtain all 
the infonnation and explanations which we considered 
necessary in order to provide us with sufficient 
ev idence to give reasonable assurance tha t the 
fina ncia l s tatemen ts are free from m ate ri al 
mi sst atement. whether caused by fraud or othe r 
irregularity or error. In fomling our opinion. we also 
evaluated the overall adequacy of the presentation of 
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information in the financial statement s. the basis of 
which is described in note I (a). 

Opi nion 

The financial statements of the Banking Department 
have been prepared on the basis set out in note I (a) 10 

compl y with the requirement s of Schedule 9 10 the 
Companies Act 1985 and applic:lble Accounting 
Standards in the United Kingdom in so far as they are 
appropriate to a central bank. 

In our opinion 

The financ ial statements on pages 32 10 52 pre!'>cnt 
fairly. on the basis referred to above. the state of 
<lffairs of the Banking Department at 28 February 
1995 and the profit. total recognised gains and cash 
Oows for the year then ended. 

2 The statements of account on puges 53 10 55 present 
fairly, on the basi s de scr ibed on page 54. the 
outcome of the transactions of the Issue Department 
for th e yea r ended 28 February 1995 and its 
balances at that date. 

London 
17 May 1995 

COOPERS & LYBRAND 

Clwrrel'n/ Accolll1tal1ts 

and Regis/erNI AIUJilOrs 



Banking Department 

Prolit and loss account for the year ended 28 Februarv 1995 

Proti ( after provisions and before tax 

Payment \0 HM Treasury under Section \ (4) 
of the Bank of England Act 1946 

Tax on profit on ordinary activities 

Retained profit for the year 

Notes 

2 

5 

6 

19 

1995 /994 
as restatell 

fm £111 

225.9 1/4.2 

( 102.2) (48.4) 

(32.7) (22.4) 

All act ivi ties aTC regarded as continuing. There is no material difference between lhe retained profit 
for the year di:.c1osed above. and ils historical cost equivalent. 

Statement of total recognised gains and losses for the year ended 28 February 1995 

Notes 

Profit transferred to reserves 

Unrc:llised surplus/(deficit) on revaluation of propcny 

Tota l recognised gains and losses for the year 

Prior year adjustmcnI 19 

Total gains and losses recogn ised since the last annual report 
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1995 /994 
as restated 

fm £111 

91.0 43.4 

4.2 (19.2) 

95.2 24.2 

(50.2) 

45.0 24.2 



Banking Department 

Balance Sheet as at 28 February 1995 

Assets 
Cash 
Items in course of collection 
Treasury and other e lig ible bills 
Loans and advances 10 banks. the money 
market and customers 
Debt securities 
Equ ity shares and participating interests 
Shares in subsidiary undertakings 
Tangible fixed assets 
Prepaymcnts. accrued income and other assets 

Tota l assets 

Liabilities 
Deposits by central banks 
Deposits by banks 
Customer accounts 
Other liabil ities 

Capital 
Revaluation reserves 
Profit and loss account 
Shareholder's Fu nds 

Tota l liabilities 
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Notes 

8 

9 
10 
11 
12 
13 

14 
15 
16 
17 

18 
19 
19 
20 

EA J GEORGE 
8 QUINN 

DAVIO SCHOLEY 
G MIDGLEY 

1995 1994 
(IS I"es/(Ifed 

f ill (Ill 

4.1 67 
387.2 359.8 
347.7 797.3 

5,344. 1 7063.8 
1.066. 1 998.2 

93.8 33.2 
59.6 59.6 

389.2 369.6 
122.3 102.6 

7.81 .. U 9.790.8 

1.407.6 1.530.4 
1.709.8 1.731.8 
3.394.9 5,';02.3 

294.7 214.4 

6,807.0 8.878.9 

14.6 /';.6 
227.8 223.7 
764.7 673.6 

1,007.1 9/1.9 

7.814.1 9.790.8 

Corer//O/" 

Acting DC/)II!)" GOI'emor 
Director 
Fillllnce Director 



Banking Department 

Cash 110\\ statement ror the year ended 28 February 1995 

Notes 1995 1994 
im [ /11 

Operating activities 

Nel cash (oultlow)li ntlow from operating activities 21 (1.84 1.6) 2,558.9 

I)ay menls to HM Treasury under Section 1(4) 
of the Bank of England Act 1946 (48.4) (38.1) 

Tasat ion 

U K corporation tax paid (27. 1) (34.8) 

(1.917.1) 2.486.0 

Inl'csting activities: 
Disposal of investment securities 125.7 
Investment in European Monetary Institute (74.7) 
Repayment of loan by subsidiary company 14.0 

Purchase of premises and equipment (32.0) (35.6) 

Salcs of premises and equipment 0.6 0.5 
19.6 ~) 

(Dccrease)lincrease in cash and cash eq ui valents 21 (1.897.5) 2.464.9 
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Notes to the Banking Department firmncial statement .. 

Accounting Policies 

a Form of presentat ion of fin ancial st:ltc rnents 

Although the Bank 's financial Slatcments are not subject to thc requirements of 
the Companies Acts, they have been prepared ~o a~ to present fairly the state of 
affairs of the Banki ng Department and it s pro fi t, cas h (Jows and total 
recognised gains and losses and in accordance with Section 255 of. and Part I 
of, Schedule 9 to the Companies Act 1985 and applicab le Accounting 
Standards in the United Kingdom in so far as thcy arc appropriate to a ccntral 
bank: that is with the limitations explai ned below. 

In exceptional circumstances. as part of its central banking re~pons ibilities. thc 
Bank may act as "Iender of last rc~ort" to financial in~titution~ in difficulty in 
order to prevent a loss of confidence spreading through the financial ~ystem as 
a whole. In some cases confidence can best be su~tained if the Bank'~ suppon 
is disclosed only when conditions giving rise to potemially sys temic 
disturbance have improved. Accordingly. although the financial effects of such 
operations will be included in the financial statements in the year in which they 
occur, these financial statements may not explicitly idemify the existence of 
such support. However. the existence of such ~upport will be disclosed in the 
Annual Report when the need for secrecy or confident iality has ceased. 

As a result. the Bank's fi nancial statements disc lose less detaillhan \\ould be 
required under the Companies Acts of the constituent element~ of the profit and 
loss account. particularly of intere~t income and expense and any provi~ion~ for 
bad and doubtful debts. together with consequemial restrictions in detailed 
disclosures in the balance sheet. cash flow statemcnt and the notes w thc 
financial statements. 

The financial statcmcnts have been prepared on the hi'lOrical COSt blsis of 
accounting. modified to include the revaluation of certain fixed a ~.,et~_ The 
accounting policies set out below have been applied conshtcntly with the 
exception of the change in method of accounting for pO~I - relirement benefib 
described in policy I. 

The Directors consider that the Bankin g Department cons t i lll\ C~ a singlc 
business all conducted in the United Kingdom. The Bank of Engllllld ha~ no 
branches or operations abroad. Accordingly. no (unher analy~is inlO busine~s 
or geographic segments is appropriate. 

b Treasury and other eligible bills 

Treasury and other eligible bi lls arc stated at cost plus accrued interest. 

c Debt securities, equity sha res and participating interests 

British govemment securities are held a.~ in\'eStmenl securities and are Slated at 
COSI adjusted for the amortisation of premiums or discounts on a straight line 
basis over the period to maturity; income includes the amortisation of 
premiums or discounts. 

Equity shares and participating interests are held a~ an investment and are 
stated in the balance sheet at cos!. 

Profits and losses on realisation arc taken into the profit and loss account in the 
year in whieh they arise. 
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d Tangible fixed assets 

The Banl..:s properties. with the exception of one leasehold property classified 
as an investment property. are 5t;\ted at valuation made by the Directors as at 
28 Fcbruary 199-1 plus the co:.t of subsequent additions and less depreciat ion. 
No account is taken of any liability to taxation which could arise if the premises 
were disposed of at their revalued amounts. One leasehold property is 
classified a~ an investment property and in accordance with SSA P 19 is 
revalued annually as at 28 February and stated at a professional valuation on an 
open~market basis. The surplus or deficit on revaluation is transferred to a 
revaluation reserve. No depreciation is charged on this property. The 
requirement of thc Companies Act 1985 is to depreciate all properties. but this 
requirement connicts with the generally accepted accounting principle set out 
in SSAP 19. The Directors consider that to depreciate the investment property 
would not present a fair view and that it is necessary to adopt SSAP 19 in order 
to present a fair view. If this policy had not been adopted. the profit would have 
been reduced by depreciatio n on this property of £5.3 million (/994 
£4.9 million). 

Freehold land is no! depreciated 

Equipment is stated at cost less depreciation. 

Depreciation. on a stmightline basis. is charged as follows: 

Freehold building~ 
Leasehold land 
and buildings 

Computers 
Other equipment 

over the estimated finure life 

o\'er the period of lease or estimated future life 
over periods ranging from three to fi\'e years 
over periods ranging from three to twenty years 

e Bad and doubtful debts 

Provision for bad and doubtful debts is made as considered necessary having 
regard to both specific and general factors. The general element arises in 
relation to c;<; isting losses which. although not separately identified. arc known 
from experience to be present in any portfolio of bank advances. Provision 
made (less amounts released) during the year is charged against profits. 

f Foreign currency Ir!lnsh.lion 

Monetary assets and liabilities denominated in foreign currencies are translated 
into sterling at the exchange rates ruling at the balance sheet date. Other assets 
denominated in foreign currency are stated at cost, being the sterling equivalent 
of thc foreign currency at the date of acquisit ion of the asset. Foreign currency 
liabilities intended to hedge assets denominated in foreign currency follow the 
policy adopted for the hedged asset. Income and expenditure are translated into 
sterling at the exchange rate ruling at the time of the transaction. 

g CommilmenLS on behalf of HM Treasury 

Commitments in foreign currencies and gold. or on a gold basis. principally in 
the course of operating the Exchange Equalisation Account. are not included in 
these accounts as the Bank is concerned in such transactions only as agent. 

h Dererred tax 

Deferred tax is provided. at the estimated rates at which future taxation wi ll 
become payable. on all material timing di fferences where it is probable that a 
liability to taxation will crystallise in the foreseeable futu re. 
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j Subsidiary undertakings 

Shares in subsidiary undenakings are stated in the balance sheet at cost less 
provision for permanent diminution in value. Di vidends from subsidiaries 
undenakings are included as income when declared. 

k Leasing 

Operating lease rentals are charged to the profi t and loss account as incurred. 

Retirement benefits 

The cost of pens ions is asse ssed in accordance with the advice of an 
independent actuary and accounted for on the basi~ of charging the cost 10 the 
profit and loss account. on a systematic basis. ovcr thc employees' service live .. 
using the projected unit method. Variations from the regular cost are spread 
over the remaining service li ves of the members of the scheme. 

With effect from I March 1994. the Ballk changed thc method of accounting 
for other post-retirement benefits. principally hcahhcare for cel1ain pensioner~. 
to a basis similar to thal used to account for pension obligations. Previously 
such benefits were treated on the ba~i~ of the annual premium payable and 
other costs. This change of policy is to comply with Urgent Issues Task Forcc 
Abstract 6 on Accounting for Post-retirement Benefits. Following the change 
in policy. a deferred tal( asse t has been recognised in fu ll in respect of this 
liability. The effects of thi s change are described in note 19. All comparative 
figures have been restated to renectlhe new policy. 

2 Profit after provisions and before tax 

Profit after provisions and before tal( is stated after: 

(i) Profit arising on the flotation of 3i Group plc:
. special dividend 
- profit on sale of shares 

1995 199~ 

{m 

52.7 
66.8 

119.5 -

a,f res/atell 
[m 

On 18 July 1994. the shares of 3i Group plc were Iloated on the London Stock 
El\change. The Bank sold approximately 45% of its holding in the flotation. 

(ii) Staff Costs: 
-wages and salaries 
-social security costs 
-other pension costs and post-retirement benefits 
-cost of severance schemes 

(i il) Income: 
-income from unlisted investments 
-income from listed in\'estments 
-charges for services to HM government 
-rents 

(iv) Charges: 
-hire of computers and e(]uipment 
-other operating lease rentll ls 
-depreciation of premises llnd equipment 
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80.3 
66 

20. 1 
I 1.5 

10.6 
J.3 

50.1 
10.9 

1.0 
0.7 

15.7 

79.6 
6.6 

20.1 
2.9 

/0.7 

-19.5 
'.6 

U 
1.9 

16.3 



The audilOrs' remuneration wa~ £ 129.000 (1994 £124,(00). 
The auditors' remuneration for non-:lUdit work was £347.000 (1994 £37 J .(00). 

r-,'Iorc details of the Bank's opcrat ion~ during the year are given in the Directors' 
Report. 

3 Emoluments of Directors 

Under the BlInk 's Charter. fees are payable at the rate of £2.000 to the 
Governor. £1.500 to the Deputy Governor. and £500 per annum 10 the other 
Directors. Additional remuneration for the Executive members of Court - the 
Governors and the four Executive Directors - is determi ned by the Non
Executive Directors on the advice of the Remuneration Commin ee. the 
membership of which is set out on page 29. The Committee seeks to establish 
levels of pay for the Bank's most senior staff which renect their quali ficat ions, 
experience and responsibilities whi le taking account of the Bank's relationship 
within the public sector. In line with the practice for Bank staff, the Committee 
may from time to time recommend the payment of non-pensionable bonuses as 
a means of rewarding individual perform,mce. 

1995 1994 
£ £ 

Fees 11.500 11.500 
Remuneration of Governors and Executive Dif"C(;lors 975.282 952.223 
Payments in respect of notional benefits of travel 
on Bank business 2'<'60 9,456 
Pension contributions 328.174 244.707 
Pens ion~ to former Directors and 
widows of former Directors 103.996 87.547 

1,421,012 1.305,433 

Included above are non-pensionable bonuses paid to the Deputy Governor and 
Executive Directors. amounting in aggregate to £25,000 (1994 Nil). 

Payments in respect of notional benefits of travel on Bank business ar ise 
because of the Inland Revenue's practice of treati ng tTlIve] by spouses 
accompllnying a Governor or Director on official business as a taxable benefi t. 
Thc presence of the spouse on certain official business is regarded by the Bank 
as necessary and accordingly the Bank meets any tax liability that may arise in 
respect of such occasions. 

Governors and Executive Directors afe members of the Court pension scheme. 
contribUlions to which are assessed annually in accordance with actuarial 
advice. This is the main means of securing pensions for Governors. EXe<:utive 
Directors and their dependants. The Bank's contribution was 25% (/994 30%) 
of pensionable salary. The Rcmuneration Commitlee kceps under review Ihe 
pension arrangements for present and former Executive members of Coun. In 
certain circumstances Court. on the advice of the Committee. may grant 
additional pensions to Directors, former DireclOrs and the widows of former 
Directors and these lire unfunded. The amount of such pensions paid during the 
year is given in the above table. A proviSion of £ 1.1 35.000 based on actuarial 
advice has been made for these unfunded benefits in this year's accounts for the 
first time. The amount in respect of pensions in payment is included with other 
provisions. The amount of the charge which rela ted to current Directors is 
included in pension contribut ions shown above and amounted to £ 135,000 of 
which £85,000 rela ted to previous years. The Bank provides no pension in 
respect of Non·Executi ve Directors. 
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The Governor's emoluments were: 

1995 

Mr George 

Fees 
Remuncration 

[ 

2.000 
225.000 
227.()(X) -

1994 

MrGeorge 

(S('n,jc(, 

from 1 illly 
1993) 

[ 

1.333 
150.000 

~ 

LOrfl 
Kingsdo"lI 
(Sen'ia Ill' 
/030 ill/le 

1993) 
[ 

667 
75.000 
75.667 

The Governor's remuneration is fi xed for the current tcrm of hi . ., office from 
1 July 1993 to 30 June 1998. 

Mr George received other benefits of £2.415 (1994 aggfl'g(l/(' for Mr George 
(IIld wrd KillgsdoU'1l £5.845). In the year to 28 Fcbruary 1994. Mr George al,o 
received. in respect of his service~ as Deputy Governor from 1 March to 
30 June 1993. £500 in fees and £65.842 as remuneration, The Governor is a 
member of the Coun pe nsion ~cheme and hOiS no unfunded pen,ion 
arrangement. 

The fo llowing table shows for the year ended 28 February the number of 
Governors and Directors receiving remunef'.Ition. mcluding paymelll~ in respect 
of not ional benefits of travel on Bank busine~~. within the bands ~t:lted. 

EmoJumenl~ 

( 

0·5.000 
20.00 [·25,000 
75.00 [·80.000 

1 15.00 1-120.000 
120.00 1-125.000 
125.00 1-130.000 
130.00 1-135.000 
135.00 1· 140.000 
140.00I-J45,000 
150.001-155.000 
[85.00 I - I 90.000 
220.00 I -225.000 
225.00 1-230.000 

* These members served for only pari of the year. 

DirectOfl> 
1995 

" 
/994 
/2 
/ " 
/ " 
/' 

/ ' 
/ 

/ 

/ 

Mr Pennant-Rea resigned on 22 March. Under the tenns of his departure. his 
salary continues for three months from the date of his rc~ignation or. if earlier. 
until. with the Governor's agreement. he accept~ full-time employment. He 
also maintains his accrued pension rights as at the cnd of the period de~cribed 
above wi th no enhancement. 

4 Pension costs and other post-retirement benefits 

The Bank operates defined benefit pension schemes providing benefits based 
on fina l pensionable pay for employees of the Bank and its subsidiary BE 
Services Ltd . The assets of the schemes arc held scparate[y by the Bank in 
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independent trustee-administered funds. The Bank also provides other post
retirement benefits. principally healtheare. for eenain pensioners. 

The main pension scheme. the Bank of England Pension Fund. is valued every 
three years by an independent qualified actuary. The latest actuarial valuation 
was 28 February 1993. used the projected unit method and showed that the 
actuarial value of the Fund'S as~e ts represented 108% of the benefits Ihat had 
accrued to lllembeN a1 that date. after allowing for fU lure increases in earnings 
and pensions in payment. The market value of the Fund's assets at that time 
was £1.010 million and the required contribul ion rate was 19.5%. The surplus 
will continue 10 be used to reduce the Bank's contribution mle. The principal 
assumptions were that. over the long term. the return on new investments 
would ellcecd the ra te of increase in s[l laries by 2.5% and the rate of increase in 
pensions by 4.5%. It was also assumed th:!t the equity dividend growth would 
equ;llthc ru te of futu re pension increases, 

Thc ot hcr post-retirement benefits are unfunded and provi sion. based on 
3ctuarial advice. i~ m3de for Ihe liability in Ihe accounts. The princip[ll 
assumption used in determining the required provisions was thal the rate of 
increase in medical cost~ would exceed the r[lle of inflation by 3%. 

The lotal cOSt of all post-reliremenl benefits for the year was £20. I million 
(1994 ao. / millioll) of which £ 1.7 million (1994 lJ.6 million) was recharged 
to the Issue Department. £24.0 million (/994 £27.4 million). representing the 
excess of the pension amounts funded over the cost. is included in other assels. 
£81.0 million (/994 (75.0 million) represenling Ihe provision in respecI of 
other posl-relirement benefils is included in other liabililies. 

5 Payment 10 HM Treasury under Section 1(4) 
of the Bank of England Act 1946 

Payable 5 April 
Payable 5 October 

6 Tax on profit on ordinary activities 

United Kingdom corpor'Jt ion tax at 33% 
Tax credit on franked investment income 
Prior year - corporation tax 

- deferred lax 
Deferred taxation 

1995 1994 
£m £/11 

51.8 
50.4 

22.4 
26.0 

102.2 jJj,j, 

1995 1994 
as restated 

£on £m 

19.5 18.4 
11.8 1.1 

(32.4) 0.1 
34.7 
(0.9) 2.8 
32.7 22.4 -

Thc charge for taxation is computed on the residual profil on ordinary activit ies 
afler deduction of the payment 10 HM Treasury. The charge is lower than that 
caicul[l ted using the UK corporation tax rate of 33% as part of the proceeds of 
the sale of 3i Group plc is nOl subjecI to corporation tax and also because tax on 
the remainder is computed according 10 Capital Gains Tax rules. which produce 
a lower effective rate of tall . 
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The deferred tax liability of £16.3 million, included in other liabilit ies. (199.J as 

restaled. (1551'10/[17.5 lI1i/Jifm ) is comprised as follows: 

1995 

Cm 

Short-tenn timing differences 10.9 

Accelerated capital allowances 2.0 
Other timing differences 3.4 

16.3 

The movement on the provi~ ion for deferred taxation b a, fo llows: 

At I March 1994 
Prior year adjustment 
As restated 
Profit and loss account 

1995 
(m 

7.3 
(24 .8) 
( 17.5) 
33.8 
16.3 

1994 
(IS restaTe,1 

[m 

10.6 
2.0 

(30.1 ) 

(,!ll) 

Tax of £10 mi llion (/994 £10 millioll} has not been provided in respect of 
furt her accelerated capital allowances as the pro\'i~ion at 28 February 1995 h 
considered adequate. 

7 Assets and Liabilities 

Sterling/non-ste rling analysis of assets und liabilities: 
Assets: 
Denominated in sterling 
Denominated in currencies other than sterling 

Liabilities: 
Denominated in sterl ing 
Denominated in currencies other than sterling 

8 Treasury bills and other eligible bills 

British govemment Treasury bi lls 
Other eligible bills 
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1995 /994 

£m 

6.49 1.8 
1.322.3 

lllil 

6.495.4 
1.318 .7 

~ 

1995 
{Ill 

347.7 

.llZl 

liS ,.estaTed 
fm 

8.374.ll 
/.4/6 0 

2l2£l 

8.376.3 
1..JJ4.5 

~ 

1994 
[m 

6l7.6 
1.J9.7 

Z2L!. 



9 Loans and advances to banks, the money market and 
customers 

Repayable on demand 

Remaining maturity : 
- over 5 years 
- 5 years or less but over I year 
- I year or less but over 3 months 
- 3 months or less 

Of which the gro~s amount due from subsidiary 
undertakings. before provisions' unsubordinuted 
(note 12) 

Sterling accounts: 
- money market and banks 
- other 

Foreign currency accounts: 
- banks 

10 Debt Securities 

1995 1994 
£m [/11 

287.8 391.5 

9.9 64.7 
7.' 11.2 

53.4 201.9 
4,985.2 6,392.5 
5,344.1 7,063.8 

280.2 0.2 

4.060.2 5,550.8 
37.8 98.5 

1.246.1 1.414.5 

~ L!!2L§. 

1995 1994 

Investment securities: 
- British government securities. listed 

on a recognised UK exch<lnge 

Due within onc year 
Due onc year and over 

Balance 
sheet 

£m 

~ 

63.6 
1.002.5 

~ 

£m 

Unamortised discounts and premiums ~ 

Market Balallce 
value sheet 

£m [II! 

62.7 
1.1 31.5 
1, 194.2 
~ 

~ 

30.9 
967.3 

~ 

£m 

110.0 
~ 

Market 
I'll/Ill' 

£m 

J22ll 
32.5 

1.230.8 

Jd222 

COSt Discounts Carrying 

At 1 March 1994 
Amortisation of discounts and premiums 
Purchases 
Sales 
Redemptions 
At 28 February 1995 
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£m 

929.1 

86.0 
(24.9) 

(4.6) 

~ 

,"d value 
premiums 

£m £m 

69.1 998.2 
12.6 12.6 
0.2 86.2 

( 1.0) (25.9) 
(0.4) ~) 
80.5 1222l 



11 Equity shares and parti ci pating interests 

1995 1994 

Balance Balallce 

~hee t-cost Valuation sheel-£'OJI V(liEllIliQI1 

£m £m {Ill {Ill 

Investment securi ties: 
- UK listed equity shares 17.6 132.4 
_ unlisted equity shares 1.5 57.2 33.2 146.6 

Participating interests - unlisted 74.7 76.6 
93.8 266.2 33.2 /46.6 - ~ - ~ 

Valuation represents middle-market v;\ lue . ., for li~ted investments and Directors' 
valuation for unlisted investment~ and part icipming in terest~. 

(3) Equity shares 

Movements in equity share~ were as follows: 

At I March 1994 
Sales during the year 
At 28 February 1995 

£m 

33.2 
(J..:.:.!.) 

.lll 
The principal holdings of equity share~ included in li!'>ted and unli!'>ted securities 
are as follows: 

Listed:-

3i Group plc share~ of £ I 
(Registered in England) 

Unlisted:-

Bank for International Settlements 
shares of 2.500 Swiss gold francs (25% paid) 
(Ineo'l'Orated in Switzerland) 

Percentage held 

1995 J99.J 

6.6 1-1.5 

10.1 10./ 

As c ;t; plained in note 2. the shares of 3i Group plc were floated during the year 
on the London Stock E;t;change. The Bank sold appro;t;imatcly 45% of its 
holding. At the time of the flotation furt her shares were issued to new in\"eslO'" 
and consequently the Bank's proportionate holding was further reduced 10 the 
percentage given above. As the shares are now listed on the London Stock 
E;t;change. the Bank's remaining holdi ng is now classified as a listed holding. 

(b) Participating interests 

This is the cost in sterling of the Bank's contribution of EeU 9-1.5 million to the 
financial resources of the European Monetary I n~ti l ute. These resources. of 
which the Bank's share is 15.35%. are inve~ted by the European ~'l one[ary 

Institute to provide it with the income needed to finance its operations. The 
contributions are repayable on the dissolUlion of the EM! and have accordingly 
been accounted for as an investment. The majori ty of the Bank's contribution is 
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hedged against movements in exchange rates by a deposit, also denominated in 
ECU. The valuation of this interest disclosed above represents the contribution 
lranslated at the exchange rate ruling at 28 February 1995. 

12 Shares in subsidiary undertakings 

Cost at I March 1994 and 28 February 1995 

In addition. gross advances to subsidiaries. 
before provisions. included under loans and 
advances to banks. the money market and 
customers (note 9) amount to 

£m 

1995 1994 
£m [/11 

0.2 

The accounts of the subsidiaries detailed in (a). (b) and (e) below have nOl been 
consolidated with those of the Banking Department becausc. in the opinion of 
the Directors. the effect of including their assets. liabilities and profits with 
those of the Banking Department would not be material. CRESTCo Lld has 
not been consolidated as the Bank's control is intended to be temporary. 

(a) National 1\'lorlgage Bank PLC 

The National Mortgage Bank PLC (NMB) was one of several institutions 
supported by the Bank in 199 1192, in an operation designed to prevent liquidity 
problems faci ng a few small banks from spreading more widely through the 
banking system. Provisions in relation to this operation. the major part of 
which related to NMB. amounted to £115.0 million al 28 February 1993 and 
£105.0 million at 28 February 1 99~ and were reported in the Bank'S Report and 
Accounts for those years. The provision in re lation to support operations 
remains at £105.0 million. of which £102.5 million relates to NMB. 

On 29 Scptcmber 1994. the Bank purchased NMB and its subsidiaries from 
National Home Loans Holdings plc. for a nominal consideration of £1. The 
Bank owns NMS's entire share capital of 75 million £1 ordinary shares. 

The acquisition of NMB by the Bank changes the form of the Bank's support , 
but not the substance. NMB has continued its principal activity of real ising its 
loans and other non· liquid assets and will continue to do so. Included on the 
Bank's balance sheet within '"loans and advances to banks'" is £280 million lent 
to NMB which is the NMB group's principal funding. In addilion. Ihe Bank 
has given an indemnity against losses on the NMB's asset ponfolio. After 
mking account of th is indemnity, the NMB group's accounts show net assets of 
nil and the result for the year is similarly nil. as any change in the underlying 
position ofNMB is reflected in a movement in provisions. 
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The consolidated accounts of NM B and its subsidiaries as at 28 February 1995 
show: 

Loans and advances to banks 
Loans and advances to customers 
Other assets 

Creditors 
Bank of England 
Debt securities 
Other liabili ties 

Equity Share Capital 
Accumulated deficit 

(b) M..inories Finance Lld 

(m 

7.9 
197.7 
94.9 

300.5 

(280.0) 
( 12.9) 

(7.6) 
(300.5) 

nil 

75.0 
(75.0) 

Throughout the year ended 28 February 1995, the Bank held the emire i~sued 
share capital of 37.5 million £ 1 ordinary shares of Minories Finance Lld 
(M FL). which is registered in England. The investment in this company is 
incl uded in the Bank's balance sheet at £37.5 million . [n addition. as a 
condition of a capital reduction which took place in June 1987. the Bank gave 
an indemnity whereby any fUlUre deficit in MFL' s shareholders· funds would 
be made good by the Bank up 10 a maximum of £37.5 million. 

MFL's accounls as at 31 December 1994 bear an unqualified audit repon. The 
company has continued its principal activity of realisation of loans and other 
non- liquid assets which. with income generating monetary assets. comprise its 
remaining assets. MFL wil l continue to pursue repayment of its remaining 
outstanding loans and advances. 

The accounts of MFL show: 

Loss for the year to 31 December 1994 (£ lA million) 

Accumulated reserves as at 31 December 1994 £6.7 million 

Net assets at 31 December 1994 £44.2 million 

(c) Subsidiaries in liquidation 

A wholly owned subsidiary, Slater. Walker Ltd_ which the Bank acquired 
through support operations has been in members' voluntary liquidation 
throughout the year to 28 February 1995. The company is registered in 
England. 

The investment in this company is included in the Bank 's balance sheet at 
£17 mill ion. 
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(d) CRESTCo Lld 

CRESTCo Ltd has been established by the Bank to develop and subsequently 
own and run the CREST settlement systcm. The company's capital comprises 
lOO £ 1 temporary controlling shares owned by the Bank and £6 million of 
redeemable non-voting shares held by financial insti tututions. The temporary 
controlling sharcs will be held by the Bank during the de\'e1opment process in 
order that the Bank can oversee Ihe developmcnl. These shares will lose their 
voting rights, and the company wi ll therefore cease to be a subsidiary of the 
Bank on the date on which CREST slans operations. which is expected to be 

during 1996. 

The accounts of CRESTCo Lld 10 31 December 1994 show: 

Net assets 
Share Capital 
Share Premium 
Profit and loss 

(e) Other subsidiaries 

£ 12. 1 million 
£ 6.0 million 
£ 6.0 million 
£ 0.1 million 

Investments in other subsidiary companies. all of which are wholly owned and 
registered in England. arc stated in the Bank's balance sheet at an aggregate 
cost of £5.1 mill ion and include: 

B.E. Propeny Holdings Lld 
BE Services Lld 
BE Museum Ltd 
The Securities Management Trusl Lld 
Debden Security Printing Lld 

5,000.000 shares of £ 1 
5,000 shares of £ 1 
10,000 shares of £ 1 
1.000 shares of £1 
100,000 shares of £1 

The net aggregate profits of thesc subsidiary companies attributable to the 
Bank. which have not been dealt wi th in the accoun ts of the Banking 
Department, and which are stated by reference to audi ted accounts are as 
follows: 

For the year ended 28 February 1995 
Since fonnation 
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13 Tangible fixed assets 

£m 

Leases of Lea~es of 
Freehold 50 yc:t rs less than 

land and or more 50 years 
bui ldings unexpired unexpired Equipment Total 

Cosl or valuation 
At 1 March 1994 162.4 161.1 2. 1 107.2 .t32.8 

Addi tions 19,6 0. 1 12. 1 31.8 
Disposals (OA) (0.2) (7.3) (7.9) 

Surplus on revaluation 4.2 4. 2 

At 28 February 1995 ~ l2ll .u 11 2.0 ~ 

Accumulated depreciation 
At I March [994 63.2 63.2 
Charge for the year 5.9 0.4 0 . 1 9.3 15.7 
On disposals 0.2) (7.2) 

AI 28 February 1995 .....ll --0:4 !Lt 65.3 71.7 
~ 

Net book \-a lue 
AI 28 February 1995 175.7 ~ 2.1 ~ 389.2 - -
Net book \'01111' 
AI 28 Febru(lry /994 162.4 J!L1. Lt. 44.0 369.6 -
Cost or valuat ion at 
28 February 1995 comprised: 
AI 1995 valua tion 157.0 157.0 
At 1994 valuation 162.4 8. 1 2. 1 172.6 

At cOSt 19.2 0. 1 112.0 i3U 
181 .6 ~ 11 .!.!.12 460.9 -

Included in leasehold premises (50 years and over) is :m inves tment propcn)' 
held at open~market value of £ 157.0 mi ll ion (1994 £/53.0 millioll) which wa~ 
valued by St Quintin, Ch artered Surveyors, as at 28 Fe bruary 1995. Th, 
fi gures relating to other propcny interests renect a Directors ' valuation, based 
on profess iona l advice. of Bank freehol d and lea~eho l d pre mi ses as at 
28 Fe bruary 1994, on an open market value for e xi ~ting use ba\ is, plus Ihe cOSt 
of additions since th3t d3 te. 

The Bank occupies a small propon ion of Ihe in vestment propcny for its own 
purposes. The Bank occupies its OIhe r propcnies fo r ils own purposes with Ihe 
exception of an immaterial proponion. 

Contracts for capi ta l expenditure authorised by the Directors and outstanding at 
28 February 1995 tota lled £16.0 mi ll ion ( 1994 £2.J.8 millioll}. Funhcr capital 
expendilUre authori sed at tha t da te. but no t contrac ted for. is es timated at 
£ 11.6 mi ll ion (1994 £/6.9 millioll ). 
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14 Deposits by central banks 

Remai ning maturity: 
- 1 year or less but over 3 months 
- 3 months or less but not repayable 011 demand 

Repayable on demand 

15 Deposits by banks 

Cash ratio deposits 
Other deposits repayable on demand 

1995 1994 
£01 £/11 

50.2 130.7 
909.9 1,050.2 

447.5 349.5 
1.407.6 - 1,530.4 

1995 1994 
£m [/11 

1.496.2 
2 13.6 

1.709.8 

1.420.7 
3 /1 .1 

~ 

Included in c as h ra tio depos its as at 28 Februa ry 1995 is a d e posi t of 
£1. 1 mil lion by a subsidiary, N:ltional Mortgage Bank PLC. 

Cash rat io deposits are computed on the basis of banks' el igible liabili ties. Any 
change in the amount due, as 11 rcsult of ei ther the gain or loss o f authorisation 
under the Banking Act 1987. the twice yearly recalculation o f deposi ts or a 
change in the percentage used for calculation. is payable immediately. 

16 Customer accounts 

1995 1994 
£m £111 

Remai ning maturity: 
5 years or less but over I year: 
- Public deposits 72.6 

I year Of less but over 3 months: 
. Other deposi ts 0.3 67.5 

3 months or less but not repayable o n demand: 
- Public deposits 22.0 27.9 
- Other deposits 207.3 72.9 

Repayable on demand: 
- Public deposits 427.7 1.522.4 
_ Deposit by Issue Department 2.352.6 3.500.0 
- Other deposits 31 2.4 2/1.6 

3,394.9 5,402.3 - -
Public deposits arc the balances o n government accoums. including Exchequer. 
Nat iunal Loans Fund, National Debt Commissioners and dividend accounts and 
incl ude a deposit. denominated in ECU, from the Exchange Equalisation 

Account. 
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17 Other liabilities 

Include: 
Payable to HM Treasury 
Due to subsidiaries 
Provision for post-retirement benefits 

18 Capital 

1995 /994 

£m 

102.2 
28.3 
81.0 

lU reSl(Jtel/ 

£111 

-l8.4 
27.8 
75.0 

The entire capital com prising £14,553.000 of Bank Stock is held by the 
Trcasury Solicitor on behalf of Her Majesty's Treasury . 

19 Reserves 

(m 
Profi t and Revaluation [nl"c.,tlllem Totat 

loss account 

Balance at 1 March 1994 723.8 
Prior year adjustment (50.2) 
As re~tated 673.6 
Resen'e reatised on disposal of premises 0.1 
Retained profit for the year 91.0 
Surplus on revaluation of property 
Balance at 28 February 1995 76..\.7 

108.1 

108.1 
(G.I) 

.l2!2 

property 
revaluat ion 

resene 

t 15.6 

115.6 

4.2 
119.8 

~7.5 

(SO.2) 

897.3 

91.0 
..\.2 

~ 

The Bank provides unfunded post-retirement bcnefit~. principally healthcare. to 
certain pensioners. In the current year .• md in accordance with Urgent [ ssuc~ 

Task Force Abstract 6. the method of accounting for these obligations ha~ been 
changed from being based on the annual premi um puyuble or other cos\. 10 a 
basis similar 10 that used 10 account for pension Obligations. The value of this 
obli gation in respect of service up to the beginning of the year amounted 10 

£75.0 mi ll ion. In addition. as permitted by UITF 6. a defcrred tax asset ha~ 
been established 3t I March 1994 of£24.8 million. resulting in a net prior year 
adjustment for post-retirement benefits of £50.2 million. The accrued liabili ty 
is included within "other liabili ties". The effect of thi~ change in accounting 
policy is 10 reduce the current year's profi t by £6.0 mill ion (199-l £6.0 milliOIl). 

20 Statement of reconciliation of shareholder 'S funds 

Shareholder's funds at I March (as restated) 
Retained profit for the year 
SurplusJ(deficil) on revaluat ion of property 
Shareholder'S fund s at 28 February 
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1995 199-l 

£m 

911.9 
91.0 
4.2 

1221l 

(IS reslllled 

[m 

887.7 
43A 

( /9.2) 

2.!.L2. 



21 Cash now statement 

(i) Reconciliation of oper:lt ing profit to net cash (outnow)Jinflow from 
operat.ing activit ies 

Profit after provisions :md before tax 
(Increase)ldecrease in interest receivable 
and prepaid expenses 
Decrease in interest payable and accrued expenses 
Depreciation 
Profit on sale of investments securities 
Special dividend received on flotation of 3i Group plc 
Effect of provisions. deferrals and accruals on 
operating activity cash flow 
Net cash infl ow from trading activitie~ 

Net decrease in foreign currency deposits 
Net (decrease)lincrease in other deposi ts 
Net decrease in forei gn currency accounts with banks 
Net decreasef( increase) in advances to banks 
and customers 
Net decrease/(increase) in other assets 
(Increase)ldecrease in securities held 
(Increase)fdecrease in items in course of collection 
Net cash (outflow)linflow from operating activities 

1995 1994 
as reslaled 

fm [/1/ 

225.9 

(0.6) 
(5.4) 
15.7 

(69.5) 
(52.7) 

~) 
11 2.8 

(168.4) 
( 1.979.8) 

168.4 

106.0 
2.7 

(55.9) 
(27.4) 

~) 

/14.2 

/ 7.8 
(7.2) 
/6.3 

( 18.9) 
/22.2 

(894.6) 
2]55.9 

894.9 

(329.1) 
(2.0) 
4.3 
7.3 

2.558.9 -
(ii) Analysis of cimnges in cash and cash equivalents during the year 

1995 /994 
£m £m 

Balance at 1 March 6. 129.0 3.664.1 
Net cash (outflow)fi nflow (1.897.5) 2.464.9 
Balance at 28 February 4.231.5 6.129.0 

(iii) Analysis of the balances of cash and cash equivalents 

1995 Change 1994 
in year 

£m £m £m 

Cash 4.1 (2.6) 6.7 
Advances to money market and cenain banks 3.879.7 ( 1,445.3) 5,325.0 
Treasury and other eligible bins 347.7 (449.6) 797.3 

~ (~) 6.129.0 

Advances to money market and cenain banks and Treasury and other eligible 
bills are treated as cash equi valent s as they represent the Bank's principal 
liquidity. The allocation of this liquidity between advances and bills depends 
on prevailing market conditions. 
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(iv) Purchase of su bs idiary 

The Bank acquired The Nationa l Mortgage Bank PLC on 29 September 1994 
for £ I . The net assets acqui red. but not conso lidated as explai ned in note 12(a). 

were as follow s: 

Lo.'UIS and advances to banks 
Loans and advances to customers 
Other assets 

Creditors: 
Bank of Eng land 
Debt securit ies 
Other liabilities 

Net assets 

22 Transactions with Directors and Officers 

£m 

3.8 
198.3 
117,6 
319.7 

(295,0) 
( 17.7) 

(7.0 ) 
(3 19.7) 

The fo llowing particulars are gi\'cn relating to loans givcn or arranged by the 
Bank of England to Directors and Officers of the B:mk and persons connected 

with them: 

Directors 
Officers 

Total amount 
outstanding at 

28 February 1995 
£()OO 

219 
1.032 

Number 

4 
IS 

There were no other transactions that would be requi red to be shown under the 
provisions of the Companies Act 1985. No ne of the Directors or Officers had a 
material interest. directly or indirectly. at any time during the year in any other 
significanttfUnSaction or arrangeme nt with the Bank or any of its ~ llbs id i aries. 

The above information concerning Officers is presented only in respect of those 
e mployees of the Bank who would be cons idered as ma nagcr~ within the 
meaning of the Banking Act 1987. 

23 General 

( i) Operating lease comm itments 

"95 
und and 
buildings 

(m 

At the year end. annual commitments under 
nOIl-canceHabte operating leases were: 
expiring: 
- within one year 
. between one and five years 
- in five years or more 
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0.7 
0.7 -

Computer 
and other 

equIpment 
fm 

0.8 

0.8 -

199./ 
J.J1"d Ulld 
Imildmg5 

(m 

0.7 
0.7 

Compllfer 
and OIlIer 

eqlllpmem 
(m 

0.1 
0.9 

1.0 



(ii) A "crage number or empIOY«$ 

The average number of persons employed by the Bank (excluding those at the 
Printing Works who are shown separately in the Issue Depanment accounts) 
during the year was made up as fo llows: 

1995 1994 

Governors and Executive Directors 6 6 
Managers 278 279 
Clerical Stuff 2.346 2.439 
Others 564 597 

3.194 lJ1!. ~ 

24 Contingent liabilities 

Contingent liabilities and commi tments, some of whic h are offset by 
corresponding obligations of th ird partie s. arise in the normal course of 
busi ness. including contingent liabilities in respect of guarantees and 
indemnities in connect ion with liquidity support operations. There are also 
forward contracts for the purchase and sale of foreign currencies. Provision is 
made fo r any esti mated irrecoverable liability that may arise from these 
transactions. 

As part o f its nomml business, the Bank acts as custodian of its custome rs' 
assets and fulfils an agency ro le. No significant irreco\'erable liability arises 
from these transactions. 

In 1993 and 1994, wri ts were issued against the Bank. by certain depositors in 
the Bank of Credit and Commerce International SA claiming substantial but 
unquamified damages. The Bank's Directors are of the opinion that the Bank 
has a strong defence against the claim and will defend the action vigorously. 
Accordingly no provision is made in these accounts. 

Since 1930 there has a lso been a contingent liability. denominated in Swiss 
gold francs. in respect of uncalled capital on the Bank 's investment in the Bank 
for International Settlements. The sterling equivalent of this liability based on 
the gold market pri ce at the balance sheet dale was £199 millioll (1994 
£214 million). 

25 Date of approval 

The Court o f Directors approved the financial statements on pages 32 to 52 on 

17 May 1995. 
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Issue Department 

Account for the year ended 28 February 1995 

1994 1995 
[ 11/ £m {m 

Income and profits: 
354.9 Securities of. or guaranteed by. the British government 593.2 

824.5 Other securities 434.1 

Other income 1.1 

/,179.4 1.028A 

Expenses: (note 2) 

38.8 Cost of production of Bank notes 37.7 

10.7 Cost of issue, custody and payment of Bank notes 20.7 

2.9 Other expenses 2.' 

~ 61.2 

1.1 17.0 Payable to HM Treasury %7.2 

Statement of balances: 28 February 1995 

/994 1995 
£111 Note fm 

Notes issued: 

17.163.5 In circulation ] 18,056. 1 

6.5 In Banking Department ].9 

17.170.0 18.060.0 

1994 1995 
£/11 Note {m 

11.0 Governmen! debt 4 

/,036.2 Other securities of. or 5 10.9 10.2 
guaranteed by. the 
British government 

/6.122.8 Other securities and 6 7.149.8 
assets including those 
acquired under 
repurchase agreements 

17.1 70.0 18.060.0 
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Notes to the Issue Department accounts 

I Accounting policies 

The statements of account are prepared in accordance with the requirements of 
the Currency and Bank Notes Act 1928 and the National Loans Act 1968. All 
profits of the note issue are payable to the National Loans Fund. 

a The statements of account are prepared on the basis of amounts received 
and paid as modified by the effects of the revaluation of securities. 

b All securities are revalued and are stated in the balance sheet at this 
valuation. Longer-dated stocks are valued at mid-market prices. Bills are 
valued at an average price approximating to market price. The last 
valuation WlIS made at 27 February 1995. 

c If the revaluation of securities shows a net gain this is included in 
income. A defic it is not taken agllinst income but is offset against 
payments of profit to the National Loans Fund. 

2 Staff costs 

Included within the expenses of note issue is the cost of staff at the Printing 
Works: 

1994 1995 

£111 £m 

18.5 Wages and salaries 17.9 

1.5 Social security costs 1.5 

~ Other pension costs 1.7 

~ 21.1 

The average number of persons employed lI\ the Printing Works during the year 
was 929 (1994972). 

3 Notes in circulation 

1994 
£/11 

57.3 
1.135.1 
5.245.3 
6.817.8 
2,883.9 
1,024.1 

17.163.5 

£\(a) 
£5 
£10 
£20 
£50 
Other notes (b) 

a No £1 notes have been issued since \984. 

1995 
£m 

56.6 
1.072.1 
5.347.6 
7.723.4 
2.852.3 
1.004.1 

18,056.1 

b Includes higher value notes used internally in the Bank. for example as 
cover for the note issues of banks in Scotland and Northern Ireland in 
excess of their pcnniued issues. 
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4 Government debt 

This item represents the debt incurred by the Government to the Bank up to 
1834. The balance had remained unchanged since then until it was repaid in 
full on 27 July 1994, the 300th anniversary of the Bank's fou ndation. 

5 Other securities of, or guaranteed by, the British 
government 

These include partly paid stocks, Treasury bills and any Ways and Means 
advance to the National Loans Fund. 

6 Other securities and assets including those acquired 
under repurchase agreements 

1994 
fm 

8./64.6 
807.8 

3,500.0 
3,650.4 

16.122.8 

Commercial bills 
Promissory notes 
Deposit with Banking Department 
Other assets 

7 Date of approval 

1995 
£m 

3.005.2 
384.0 

2,352.6 
10408.0 

~ 

The Court of Directors approved the statements of account on pages 53 to 55 
on 17 May 1995. 
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Addresses and telephone numbers 

Londo, Head Office 

Clearing Centre 

Printing Works 

GIouccst.::r Registrar'S Depanmenl 

Br3nchc~ Birmingham 

Bristol 

Leeds 

Manchester 

Newcastle 

Agcncics East Anglia and South East 

Southampton Area 

Threadnecdle Street 
Loodoo 
EC2R 8AH 

161 City Road 
London 
ECIV IPA 

Langston Road 
Loughton 
Esse)l. 
IGIO lTN 

Southgate House 
Southgate Street 
Gloucester 
GLIIUW 

POBo)l. 3 
55 Temple Row 
Birmingham 
B25EY 

PO Bo)l. 10 
Wine Street 
BristOl 
BS99 7A.H 

King Street 

Lo." 
LSII HT 

PO Bo)l. 301 
Fal,llkner Street 
Manchester 
M602HP 

PO Bo)l. 2BE 
Pilgrim Street 
Newcastle upon Tyne 
NE992BE 

Industria l Finance Division 
Bank of England 
Threadneedle Street 
London 
EC2R 8AH 

25 St Vincent Place 
Glasgow 
GI2EB 

Lancaster House 
Mereury COI,IJ'l 
Tithebam Street 
Liverpool 
L22QP 

PO Bo)l. IS 
Canister House 
27 Jewry Street 
Winchester 
Hampshire 
5023 SLP 

017/·60/4444 

0181·5086221 

01452398000 

0/21·6438571 

01179277251 

01J324417JJ 

0161·2281771 

0191·2611411 

0/7/ -60/4335 

0141-221 7972 

0151·2272553 

01962840161 

( I) Enquiries relating to this Report may be made on 0171-601 487S. 
Enquiries relating to the B(I1lk of Eng/alld Qrwrterly Brlllelill and illf/Mioll Report may be made on 0171-601 4030. 
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