
REPORT OF 
THE AUDITORS 

LONDON 15 MAY 1996 

To the Governor and Company of the Bank of England 

We h:we audited the financial statement~ of thoc Bankmg Depar1 ment on page~ -18 to 67, and 

the ~talements of account of Ihe Issue Depar1nlC nl on page' 68 and 69_ 

Respective responsibi lities of directors and auditors 

As described on page -14. the B:"lk '~ COllr1 of Direelon. h re'!"IOlhlbl.: for the preparatIon 01 

the financial staternems ,Ind Ihe Slatement., of aCl·ount. It I' our rc'pon' lbrllly 10 form an 

independenl opinion. ba~ed on our audit. on the financial '1,lleme l11 ' and Ihe <'Wlerncm~ of 

account :lIld 10 report our opinion to you. 

Basis of opinion 

Wc conducted our audit in a<xordance with Auditing Sla<ldard, "wcd by the Aud rt ing 

Practices Board. An audil include., exmninalion. on a l e~ t ba~ i ,. 01 C\ idcnce reie' anI to Ihe 

amounts and disclosures in th("" financial qmemenh. It alw rnclude~ an iI'M:"menr of rhe 

significant estimates and judgements made by the Directon. III the pre parallon of the 

financial statements. and of whether the accounting pohc le~ arc appropnatc 10 rhe Banl', 

circumstances. consistently applied and adequately dl~ losed 

We planned and performed our audit so a~ 10 obtain all the mfomlallon and explanal<on, 

which we considered neeessary in ordcr 10 provide 1,1, " nh , uffic lelH e\ u.lcnce to s"e 

reasonable- a~surance that the finmlC"ial ~tate ll1enl ' arc free from malCfl al n"'<1atcnlC"nt. 

whether caused by fraud Of olh(""f irregularity or error. (n fOflmng our 0plIl lon. "e al,o 

evaluated the o ' ·erall adequacy of Ihe prc~entalion of information III the fi nancial , latemcnh. 

the bas i~ of which is described in note l (~). 

Opinion 

The financial sta!emelHS of the Banking Department ha,·c Ix:cn prepared on (he b~", 'C( o U! 

in nOle I(a) to comply with (he requiremel1l ~ of Schedule 9 10 the Cornp~ nl e ' Act 1985 ~nd 

applicable Accounting St~ndard s in the Unitcr.! Kinj!r.!OIl1 111 '0 far:l ' the) arc approprratc 10 

a central bank. 

In our opinion 

I The financial sIateme111S on pages 48 to 67 prc' cnt f:l irly. on rhc ha~ i, ref(."rTed 10 abo, c. 

Ihe state of affairs of Ihe Banking Department ~ t 29 Februal) 1996 and the profi!. 10131 

rccogniscd gains and cash flow, for Ihc year then ended. 

2 The statements of account on pages 68 and 69 prc>cm fmrl y. on lhe ba", dc,cribcd on 

page 69. Ihe outcome of Ihe tr.lII ~actions of Ih<.: I ~suc Depar1 mcl11 for the )e:lr endl-d 

29 February 19% and ils balanee ~ atlhal datc. 

o 
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BANKIN G DEPARTMENT 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 29 FEBRUARY 1996 

Profi t ,Ifter provisions ,LIld before lax 

PayrnCnll0 HM Treasury under Section 1(4) 

of Ihe Bank of England Act 1946 

Tax on profit on ordinary activit ies 

Retained profit for the year 

All activities arc regarded as cont inuing. There is no material 

diffe rence between the re tained pro fi t fo r Ihe year disclosed 

above, and its historical cost equivale nt. 

STATEMENT OF TOTAL RECOGNISED GAINS AND 
LOSSES FOR THE YEAR ENDED 29 FEBRUARY 1996 

Profit transferred 10 rescrves 

Unrcaliscd (dcficit )lsurplus on revaluation of property 

Total recognised gains and losses fo r the year 

REPO RT t A CCO UNT S 

Notes 

2 

5 

6 

19 

1996 
£ m 

214.4 

(88.0) 

(38.1) 

88.3 

1996 

£111 

88.3 

( 12.0) 

76.3 

/995 
£111 

225.9 

( 102.2) 

(32.7) 

9/ .0 

/ 995 

£m 

9/.0 

4.2 

95.2 



BANKING DEPARTMENT 

l ALANCE SHEET AS AT 29 FEBRUARY 1996 

Notc.~ I ')~M 1995 
re~'/(lle(J 

(m £111 

\ sscts 

' ash 12.2 4.1 

terns in course o f collection 27·tg .IR7.2 
rcasury and other eligible bills 8 J~.Y 347. 7 

,oon$ and advances \0 banks. the money marke t and customers 9 4.152 .0 5.J.U.I 

)ebl securities 10 1. 137.7 /.{)6fJ.1 

qui lY shares and participating interests 11 76.2 93.8 

hares in subsidiary undCr1akings 12 59.6 59.6 

Jngible fi xed assets 13 379. 1 389.2 

'repayments. accrued income nod other assels !l5A IUS 
olal assets (. , 195.') 7.8 16,3 

--- ---

iabililies 

'eposils by central banks 14 1,082.9 1.407.6 
'cposits by banks 15 L72g.-l 1,709.8 
USlomer accounts 16 2.000.3 1.3965 

(l lhe r liabi lit ies 17 300.9 295.3 

5, 11 2.5 6,809.2 
---

( api tal 18 1~ .6 N .6 
J. evaluation reserves 19 2 15.8 227.8 
I rofil and loss account 19 853.0 764.7 ---

!areholder 's fu nds 20 I , 083.~ 1.007.1 
------

1 )talliabilities 6, 195.9 7,816,3 ------

EA J GEORGE Go\ cmor 

11 J nAVI ES [)cput) Go\emor 

DAVID SCI-IOLEY Director 

G l\H DGtEY Finance Director 



BANKING DEPARTMENT 

CASH FLOW STATEMENT FOR THE YEAR 
ENDED 29 FEBRUARY 1996 

O,lcraling acli\'itics 

Nct c,\~h olllnow from operating activities 

" aynH.'llts to 1-1 1\., Treasury under SectiOIl 1(4) 

of the Hank of England Act 1946 

Taxation 

UK corporat ion tax rcceivcdl(paid) 

IIIVest;ng ac!;\'ities 

Di~po~,d of inves tment ~ccuritic s 

Inves tmcl11 in Europcltn Monetary Institlllc 

I'urcha ~c of prcmi~cs and cquipment 

S,Lic' of premi ses and C(luipmcnt 

Dccreasc in cash uno c<I!>h equi vulcnls 

REPORT ~ ACCOUNTS 

Notes 

21 

21 

1996 

'm 
( 1.3 17.2) 

( 102.2) 

9.0 

(I ,41O.4) 

136.0 

(26.6) 

0 .5 

109.9 

( 1.300.5) 

1995 
£111 

(1,841.6) 

(48.4) 

(27.1) 

(1,917.1) 

125.7 

(74.7) 

(32.0) 

0.6 ---
19.6 

---
---

(1,897.5) 



\lOTES TO THE BANKING 
) EPARTMENT FINANCIAL 
STATEMENTS 

1 Accounting policies 

a Jo'o rm of presenla lio n of lin:l llci;d sl ;l ltll1tnL~ 

8MS 

H "" 

Allhough Ihe Bank's financial ~lmelllelllS arc nOl 'UbJ~'C1 10 Ihe rcqum:mcm, o f Ihe 

Companies ACIS, Ihey have becn prcpared so a~ 10 prc<.ent fairly Ihe <laiC 01 affair. of lhe 

Banking Depanmem and ib profit, C:l~ h now" :lnd 100al n....::O~III-cd gmn, and lo,-,c, 'lIld In 

accordance wilh Seclion 255 of, allll Part I o f, Schedule 9 10 Ihc Comp;ullc, ACI 1985 :lIId 

applicable Accounting Slandard, IIllhe Unilcd KingdOIll ,n " ) far;l' Ihe} arc appropriate 10 

a cenlral b'lnk: Ihal is wilh Ihe limilmions cxplained below. 

In exceplional cireulIIstance~. as pan of ih eelllral b;lIIk lllg l"\:'Il< lJ)"bdit le'. the Bank lIlay 

aCI as "lender orlasl resort"' 10 flnandal in'titution ~ in difficulty in order [0 prclcnl J 10" of 

confidence spreading Ihrough Ihe financi,,1 ~Y~I"m"~:1 whole, In ,oml: ca.,,,, confl{kncc 

can best be suslained iflhe Ban~', ~upport i, di'clo~l:d onl y "hen cond,llon, glllng n .... · 10 

potcntially syslemic diswrbance Iml'e irnprOI·ed. Accordingly, although Ill(." iin:lIlt"Jal cHeel, 

of sueh opcralions wil! be included in Ihc finmlCml ~Ialcnlt:nb IIl lhc )car on I\hlch lhe) 

occor, Ihese financial Slah:ments may JIOI e.~phc nl)' iden!!fy Ihe e~I'leoce of ,uch ,upport 

Howel'er. Ihc cxislCocc of MK~h support will be d,;;clo<.<:d 111 the Annual Report" he'n thc 

IlCCd for secrecy or confidentiality Ila~ cC;L~cd. 

As a result. Ihe Bank'S finaocial 'latemCIl1S dl"ClO"C le,s dclalllh:1I1 would be rt.'qUlred urodcr 

lhe Companies Acts of Ihe comtilucnl clemcnt- of Ihe profit and 10'0~ acCOUIl1. p.lrt1cularl) 01 

intercM income and expense arod any pml'I."Olh for b~d aud doutJ.ful debt,. 1000cthcr \I nh 

consequcnlial rcstricl ions in delailed di<elosurc, In the balallCC ~hC('t. ca,h Ilo" \tatCJ11ent 

and Ihe JIOIes 10 lne fiuanc ial Slatcment,'. 

The fin ancial statemcnts hal'e been prepared on Ihe hl'loncal CO,I b~,,, of a("counllnj;. 

modified 10 include Ihc rel'aluation of certain fi,ed a,..ch. TIlt: accountlllg pohcic, -Cl OUI 

below hal'e been applied consi,tcrnly. 

TIle acco un ts inco'1Xlrale all a~,eIS and li"bil itie\. income and exp.:ndllure of the Pnnllng 

Works. This is a change from prel'iou~ prac licc undcr which only ccnalllm"Jor a"~h and 

liabililies of Ihe Printillg Works and pan of Ihe inmnw and cxpellditurc <lri"ng Ilu:rc. thc 

majority of which is charged 10 the b,uc IXpanmel1l a, CO,I, of I"lie, \\l'Ti.· rct1cck-d onlhc 

aceounlS of the B'lnking DcpartrnclIl. TIlel"\: i, no m;ncri :11 effect on Ih~ b:tl:mce ,IWCI or 

re,"1t for Ihe year. The com(XIratiw figure, for Ihe pT<!1 IOU. YC<lT hal c been re'laled. 

The DireclOrs consider Ihallh.: Banking Dcpartmcnll'on,I'lule,., 'l11glc bo'IIlC" all 

conducted in lhe Uni led Kingdom. Tile Bank of Engbnd ha' n.o br~nche, or opcr.u lo n, 

abroad. Accordingly_ no further :mal)',i~ inlO businc" or g<'Ogr..lpJIIC ..cgmcnt' " appropnalC 

in the fin:lIlcial stalcnlt:ll1S. 

b Treasury a nd olher eligibll.' bills 

Treasury and other eligible bills arc ,13Icd at CO\I pJu~ accru.-d IIlterc,1 

(" l)(obl Sl'("o r it ies. equi l)' shares and Imrl icipa ting in tercslS 

Brilish gOl'crnmenl securilies arc he ld a, ,n\c,t nlCI11 '<'Cunlle, and arc ,HUOO 31 co,t adJU-Ied 

for lhe amortis3Iion of premium, or discounh on a ,tr:tight hili! ba", m'cr tne IX'nod to 

rnalUrily: iuoome iocludc, Ihc amortis.alion of premium, or d,\C"OUnt, . 

Equily shares and participating imere,,, ar.' Ill'ld a~ allllll'C ,lnlCnt alld are ~t:ltcd Illlhe 

balance sheet :11 cos!. 



REPORT & ACCOU NT S 

Profit~ and lo~ses on reali'ation are taken into (he profit and loss account in !he year in 

which the), ari~e. 

d Tanj;ible fixed as..wts 

The Bank's propenie~. wi th tit.: exception of onc lea!iChold property classified as an 

invcstmem propeny. an: s1:Ited at valuation made by the Directors as at 28 February 1994 

plus the COSt of subscquem addi tions and less dcprccimion. No account is taken of any 

li ability to ta~alion which could ari,c if the premises were disposed of at their revalued 

amounts . Onc Ica~ehold property i. classitkd :IS an investment property and in accordance 

with SSAP 19 i. revahled annua lly as at cnd· February :lIld stated at a professional valuation 

on an o[X:n-market basi~. The ~urplu s or ddicit on rcv:lluation is tnlnsferre() to a 

revalu<ltion rese rve. No dcpreci:ltion is charge() on thi s propeny. The requirement of lhe 

Comp,lIlies ACI 1985 is 10 dcp!\.'C i<ll c <Ill pro[X:rties, but this reqoirement conflicts with the 

gene rall y accepted accounting principle se t ou t in SSA P 19. The Directors consider tha! to 

depreciate the investmcnt propeny woold nOl presen t a fair view and that it is ncressary to 

ooopt SSAP 19 in ()fdcr to presem a fai r view. If this policy had nOI been adopted . the 

profit for the year would hal'e been ~uccd by dcpra:iation on th is property of £5.6 

million (1995 [ 5.1 milliQll j. 

Freehold land is not depreciated. 

Equipmem is Slated al CO~t less depreciation. 

Dcprc.:iation. on a str.lighl liTlC basis. i ~ charged as follows: 

Freehold bui ldings Ol"er toc eSlimmed foture lil"es which mnge from ten to 
lhiny years 

Leasehold land and buildings ol'er the peri od of lease Of estimated future HI'es whkh 
range from ten to th iny years 

Plant within buildings over periods ranging from five to twenty years 

Computers over periods ranging from three to five years 

Other ~-quipmc llt over periods mnging fro m three to twenty ye:U"S 

c Hmi a nd douhtful dl'hts 

Provision for bad nnd doubtful ()ebb i" made liS conside~ nece;;sary having regard to both 

specific an() general factors . The genera l element arises in re l~ltion to ex isting losses which. 

although nOl separ.ue!y identified. arc known from ex[X:riencc to be present in any port folio 

of bank a<.Ivances. Prol'i~ion rnn()e (Ic~~ amounts re leascd) during lhe year is charged 

against profits. 

r Foreign corrency t ra nslatio n 

Monetary assel!> an() liabilit ies deoollllllmed in foreign cum:neies are translated into slerl ing 

at the exchange roues ru ling at the balaoce sheet date. Other assets dcoominated in foreign 

com:ncy arc ~tated at CQSt , being the ~terhng eqolvalent of the foreign curreocy at the dale 

of acqu isition of the a-set. Foreign eurreocy lillbilities intended to hedge assets 

deoominated in foreign eurreocy fo llow the policy :tdopted for the hedged asset. Income 

and e~penditure are tmnslated into sterling m the e~change rate rul ing at the time of the 

transaction. 

g COlllmitme nts on be ha lf of 111\1 Treasury 

Commitments in foreign currencies :lIId gold. or on 0 gold basis. principally arising in the 

coorse of operat ing the Exchange EquallSUlion Account, ;Ire not inc luded in these accounts 

as the Bank is concerned in such transactions only as agent. 



h Deferred tax 

[kfcm:d lax is provided, 31 Ihe eSllln3l~..J miC" al \\hich fUlure laX3UOI1 \\ III become 

payable, OIl all malerialliming difference" wht're il " probable Ih31 a li .. billly 10 laAauOIl 

will cryslallise in Ihe fo=able fultlre. 

j Subsidiary undertakings 

Shares in ,ubsidiary undertaking, arc .1;lled;n Ihe b:II;III(.'e ,heel al c(~'llc" pmll~,on fOf 

pennanem Jiminmion in I'alue. DiviJen(], from wb,iJi:lfy unJert:'klng, :Ife IncluJ~d a, 

income when declared. 

k Lensing 

Opefaling 11'11,1' renlals arc chargeJ!O the prolil and 10', act'oun! a, incllrred. 

I Retirement benefi ls 

The COSI of pensions is asSt'SM'd in ,lCcordance with lhe ad" ice of ,"l lOocpenden! aClu~ 

and accoun!eJ for on the basi, of charging Iht' co" 10 Iltc pmfn and 10-., account. on a 

syslematic basis. over the employcc,' '<1'1"1 ice li,'c , ""'ng the proJccted unit mClhod 

Varialions from Ihe regular COSI are spread o,'cr IIle rcmain ing 0,('1"1 icc III c, of Iht' n'l<'rnber

of lne scheme. 

, 

Other posl-reli remenl bellefils. pnncipall)' hcallhcare for ccrtam pen"oncr-. afe accounled 

for on a basis similar 10 Ih31 used 10 acCOUnl for pen'lon obllgallon,. A deferred 13.' a"el ha, 

been recognised in futl in m.pecl of thi, liabilily under UITF6 

2 Profit after provisions and before tax 

Profil after provisions and before lax is ,tatI'd afler: 

(i) Profil arising on Ihe nOlalion and subsequcnt ,:.Ic of ,hare, 

in 3i Group plc: 

- special dividend 

- profil on sale- of shares 

On IS July 1994. lhe shares or" 3i Group plc "cre noateJ onlhe 

London Stock E~change . The Bank ~ld "ppro~imalcly -IS'1- of 11, 

oolding in the Ilo[;ltion and ils remaining ,hare, In J lIl~ I<J9S. 

(ii) Slaff C~IS (inc. Go,'emors and Ex<--culil"c DircclO1"\): 

- wages and salaries 

- social secori ly costs 

- other pension COSIS and posl-reliremenl bcrlCfit~ 

- COSt of scl"ercnce sehemes 

(iii) [ocome: 

. charges for sc""'ices to HM Government. incloding charge, 

10 Ihe IsslIe [kpanmcnt in respecI of lhe NOI" h~o<' 

- rents 

(iv) Charges: 

- operating lease rc nlals 

- dcprcci;llion of premises and ~'quiprnrl11 

1996 1995 
fl'stoud 

(111 {m 

118.-1 

~ 

97.3 

81 
20.5 

19.2 

83.5 

12.5 

L7 

22.-1 

52.7 

66.8 
11 9.5 

97.5 

8.1 

20.1 

11.5 

87.3 

10.9 

1.7 

15.7 



REPORl 8. ACCOUNTS 

lbo!: audi tors ' remunl'ration was [1 35.000 (1995 £140.000 ('S Il'swll'dJ 

l1le auditors' remuneration for non·audit wor1< was £250.000 (1995 l347.000J 

As explained in note I (a) the above figures illClude expenditu re and illComc ari,ing m the 

Printing Works. 

More details of the Bank's op<rat ions during the ycar are givcn in the Directors' Repon and 

the Oper.ltional Reviews. 

3 Emoluments of Directors 

1996 1995 
£ £ 

Fees 11.136 

Remuneration of Governors and Executive Directors 931.940 

PaymelH in rc,pect of notional benefits of travel on Ban!.;: business 3.728 
---

946.804 

Pension comributions 186.106 

Pellsiolls to fonner Diret:IOfS aoo widows of former Direetors 100.744 

11.500 

975.282 

'.060 
988.842 

318.174 

103.996 

1.233.654 1,421.011 

All 31l3lysis of emoluments is j!il'cn below. 

Go\'Crnors 

GoI'emor 

Mr E A J Gcorge 

Deputy Govcrnor 

Mr R L Pcnnant-Rea (nole 1') 

Mr H J Davics 

(w.c.f. 11 Septembel 1995) 

E~ccuti \'C Oi~ctors 

Mr B Quinn 

MrMAKing 

MrP H Kent 

Mr I Plcndcrlcith 

Non-ExeculiH' Oin>c\ors 

(oote vi) 

Salary 
&f~ 

(Note i) 
--.: 

227.000 

56.544 

86.053 

145.500 

137.167 

131.500 
126.667 

6.000 

916.431 

Bonuses Benefits 

(Note ii) (NOIe ii i) --, --, 

5.423 

562 

413 

15.000 2.380 

2 17 

2.()42 

4.336 

15.000 15,)73 

Total 

, 

232,423 

57. 106 

86.466 

162.880 

137.384 

133.542 

131.003 

6.000 

946.80-1 

Prior 
fror 
Towl 
-~£ 

229-415 

189.091 

152.437 

140.765 

137.380 

/33.754 

6.000 

988,841 
~ 

(i) The Ban!.;: ·~ Charter of 1946 provides for the payment of fees at the rate of £2.000 per 

annum to the Governor. £1.500 per annum to the Deputy Governor. and [500 per annum to 

the other Diret:tOl'S. l1le Charter abo providcs for the paYllIent of "special remoncratioll" 

la the Executive members of Court· Ihe Go\'~rnors and Executive Directors. The amounts 

of special remuneration are dClcmlincd by lhe Non-Executive members of Court on the 

advice of the Remuneration Committee. the llIembership of which is set 001 on page 44. 

The Govemor's salary and fees are fixed for the current tenn of his office from 1 July 1993 

to 30 June 1998 . 

• 



The Corn mince seets to eslabli\h le\'el\ of pay for the 8 an t ·, !nlbt ...:mor offlCtal- "hu:h 

adequately reflccllheir qualificatioo <, expt'ncnce, re'pc!lt)lbllllle~ and pt'rfonnance. "hilI' 

also tating accoont of the Bank 's posillOlt "ithlll the public <;t'(:tor It tal..('~ InIO accoont, 

with the benefit of professional ad\'ice a~ appropriate, the level- of pay alld hell('fih In 

comparable institulioflS. 

(ii) In addition to recomlncn(./ing ~al:lI)' I c\'cI~. the RCillun('rmlon CommUlce lOa} 

recommen(./ the paymem of OOnu~e, a~ a rnean~ of re"'arding ,pt'cial performance I'or the 

year en(./ed 29 February 1996. a non-pen'ionablc OOnu, of £ 15.000 I'a, pm(./ to ,\Ir QUlnn III 

recognition of his services a~ Acting Deputy GOI'cmor from 27 March 1995!O 

10 September 1995. In the year to 28 Feb(ll,u), 1995. non-pelhlOll<lblc 00111,1,1" tolalilllg 

£25J)(X>. in aggregate. were pai('/ 10 tht Deputy GOI'enwr :1Il(./ E~ccull le Dlrec!Or' . 

(i ii) The Committee also keeps un(./cr rcview other benc!it, al';,ilabk to D"·eclo,,. IIlclu(./,ng 

medical insur.mee an(./ loans fnr ho u ~ in!! ,111(./ olher purpo~c, . The laller are ala!labk 10 

Governors an(./ E~eelHi\'e Directors on Ihe ~amc ba~ i, 3' for Banl.. ,wIT. ,ubJect to any 

limitations tha! woold apply to a banking company incOrpllr..le(./ umkr the Comp;mle, ACh 

The priocipal benefits received during the year were benefielal lo.ln, and me(./Ical ,n,ur.ln,e. 

I~ether with the not ional benefit of tf'.II·el on Ban~ bu~ 'I1C'~ . The tOlal of alJ benefih "a~ 

(15.373. 

Payments in respect of not ional benefit~ of tra\"l'l 011 B:.n~ bu"ne" an...: bccau", of the 

Inlalld Rel<enuc 's pmctice of treating tra\'eI b) '[1'00"':' accomp;mytn); a Go'emor or 

Director on official business as a taxable benefit. 'Ine pre...:nce of the 'pou", 011 cenaln 

official business is regardc('/ by the Ban~ a.-. nece~,al') :tnt.! ac."Ofd tngl} tho.' Bal)~ n>cet- an) 

ta~ liability thal may ari se ;n respect of such oc.'a,iOlt,. 

The Commiue<: is also resp(msiblc for rel'lewing the p<!.hIOI1 arrangement- for cum'm and 

former E~ecuti\'e members of Coun. which are );enerally prol Ided through the Coun 

pension .'Ic he'l)<!. The contributions to the ,cheme are a'~"t'd annual1) In Jccord:mcc "ilh 

actuarial a(./I'icc in onleT to fu nd. Ol'er a number of )'ea ..... the bendit, p:'l'able to membe .... 

The B,III~ ·s contribution for the year to 29 Febn,,,I')' 1996 wa' 19'i\- (1995 25'l-) of 

pensionable salaries Jnd this is include(./ in the fj"t I<Ible «hol'c. 

In eenain circumstances Court. on Ihe advice of the Rem Uller..tion Cormnlltcc. 11\a} gram 

additional pensions or pension entillc11\cnl ~ 10 Directo .... . fonner D,recto .... or the \' ,do", 01 

fomleT Direc tors. These an: unfunded. but prol"'iol1 . ba...:d on :Ictu:.rial ad, Ice. " made for 

them in the Bank's accounts. The tOlal pro,i~;on ;n the balanc,· ,ho,:CI tor ,uch unfundc(./ 

pensions at 29 February 1996 was (I 1..\5.000. of "hid (103.000 reb.c, to t"l,Ul\:m 

members of Coon. 

(iv) No Go\'ernor or Exe<:ul,,"e Director ha~ a 'Cr. ice COnir:N;t "uh lhe Hanl.., .InoJ the lenm 

of their employment contain 110 pro\';5ion for compen'auoo on ear l} tennmatlOll of 

employment. GoI'Cmors and Directol'< are reqUIn.--d to pro, Ide <.er. 11'1." onl) 10 the Ban~ 

With Coon's approval OIher direclor..hip, relevant to the Bank '~ "or~ ma} be accepted, hut 

any fccs must be paid to the Bank. A snni lar policy applte, to an) other mcomc n.'ttl\ed b) 

Execut"'e members of Coon arising from Bank-rel:llt'd "or\(. for e\ample fl. .... ·, from 

speaking engagements. 

(I') Mr Pennant -Rea res;gn~--d on 22 Man:h 1995. H" ,alal') eonunuL--d for thre,· month, 

from Ihe (./ate of his resignation. He abo maintatlled hi' acCT\led pen"on nghl' for Ih(' ,arne 

period. with no enhancements. The va lue of the unfulldcd pt'n'lon hcl1l:fit, annb,nab1c I() 

Mr Pennant-Rea in respect of hb total ,cr.'ice wa, (6S,!XlO. 
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(vi) A total of 12 Non·Exccutive Directors se rved during the year ended 29 February 1996 

(199511).10 :l<Xordaoce "ith the Bllnk"s Chaner of 1946. a fee of £500 (/995 l500) was 

paid to each Director. 

4 Pension costs and other post-retirement benefits 

llk: S,mk opcrJte, defined benefit pen~ion schemes providing bencfits bOlsed on final 

pen~ionab l e p:ly for employees o f the Bank and it s sub~ idi:U)' BE Services Ltd. The asselS 

of tile s<:llc rnes arc Ileld separately by the Bank in indcpcndcnttfllstee-administered funds. 

Tile Bank also provides other po,t -fetirctlk:nt benefits. prineip:.ll y he:llthcare. for cert~in 

pens ioners. 

The m:.in pcn,ion ,chemc. the Bank of EngJ:md Pension Fund. is valued every three years 

by an independent qualified actu Hry. The Imest actuarial va lu:ll ion. which was as at 

28 February 1993. u-ed the proj~'C t ed unit method and showed tllal the actuaria l I'a lue of 

the Fund·s as"' t~ repre:.cnted 108% of the benefits that had accrued to members at thm 

date. after allowing for fuwre increases in e:lmings and pensions in payment. The market 

value of the Fund"s asset~ al that time was £ 1.010 mill ion and the required contribution rate 

" 'as 19.5'1-. The surplus will continue 10 be u~ to reduce lhe Bank's contribution rale . 

l1le principal assumption, ..... ere thm. over the 10l1g teml . the return on new inl'estments 

would exceed the mtc of increase in salaries by 2.5% and the rate of increase in pensioos 

by 4.5%. It was al so assumed thalthe equ ity dil·idend growth would equal the rate of 

futurt"" pensioo increase~. 

l1le other post·reti re ment berocfits are unfundt'd and provision. based on actuarial ad\'ke. is 

made for the liability in the accounts. The principal assumption used in dctcnnining the 

requ ired provisio ns was that Ihe mIc of increase in medica l costs would exceed the rate of 

inflat ion by 3%. 

The lotal COl. t of;tll po~t·reti rcment benefi ts for the year was £20.5 million (1995 

£20.1 million) of which £1.5 million (1995 £1.7 millirm ) w~s recharged to the Issue 

Depanment. £20.4 million (/995124.0millilm). represc llting the excess of the pension 

:Imount, funded over the cost. is included in other ~ ssets. £87.4 mil lion (1995 

lSI.O milli"/I) rcpre ,ent;ng tile provision in respect of olher post -ret irement bencfits is 

included in other li abi lities. 

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

' 9% 
'm 

Payable 5 April 47.0 

Payable 5 OclObcr 41.0 

88.' 

/995 
{m 

5/.8 

50.4 

101.1 



6 Tax on profit on ordinary activities 

United Kingdom corporation tax at 33'h 

Tax credit on franked ilwe~tJl1cnt incomc 

Prior year - corporJtion tax 

. deferred tax 

Deferred taxation 

1996 
[ m 

44.0 

0.4 

11 .2) 

0.1 
(5.2) 

311.1 

1995 
[11/ 

19.5 

IUt 

(32-1) 

14.7 
((! 9 ) 

.11.7 

The charge for taxation is computed on the re~idll<ll profit on ordina ry :Kti l'ille, after 

deduction of the paymenl to HM Treasury. The ch<lrge i. lo " 'ef lIwn 111<11 e"k"ulatcd U' II1/:, 

the UK corporation tax rate of 33% a~ Ihc profit on the .ale o f ,har .. " In 31 Group plc I' 

subject to tax computed accord lllg to Capital G:,in. Tax rule, . "llIch produce :1 lower 

effectil'e rate of tax. 

The deferred tax liability of 1:1 1.2 million. included in other habilllle,. (19Y5 f16.3 I/III/IOII ) 

is comprised as follows: 

Shon-term timing differences 

Accelerated capital allowances 

Other timing differences 

The mOI'emem on the provision for defelT<'d taxation i, a, follo ll ' : 

At I Mareh 1995 

Profit and loss account 

1'196 
(m 

1" 

2.0 

12.21 

IU 

19'16 ,,, 
16, .1 

/5. 1 ) 

11.2 

1995 
(", 

/0.9 

1.0 

3.' 
/6.3 

Tax of £6 million (1995 {fO mil/ioll) ha.; 1101 been prol'idcd in re,pc" of funlu.·r arcder.lt cd 

capital allowances as the provision at 29 Febnlul)' 1996 i, con,idat:d adequ:lle 

7 Assets and liabilities 

Sterlingfnon-stcrl ing analysis of assets and liabil ities: 

A~" 

Deflominated in sterl ing 

Denominated in curreflCies other than ,terling 

Liabilities 

Denominated in sterling 

Denominated in currencies other than sterling 

19% 

[m 

5.072.9 

1.1 23.0 

~ 

5.0 76 .6 

1.11 9.3 

6.1'J5.'J 

/995 
rtS/O(td 

[Ill 

6.49-/ ,0 

1.112.3 

7.816.3 

6.·N7,6 

1.318.7 

7.8/ 6.3 



8 Treasury and other el igible bills 

1996 1995 

'm 'm 
British govemm.:m Tre'lsury bills 18.9 J 47.7 -
9 Loans and advances to banks, 

the money market and customers 

1\196 1995 

'm £111 
Rcmaining maturit y: 

· over 5 ycar~ 5.5 9.9 
· 5 years or less bUl over I year 6 .5 7.8 
- I ycar Of less but over 3 111011lh, 221.7 53.4 
· J U1onth ~ Of less 3.258.1 4.985.2 

· Rep;.yabl<: on de mand 660.2 287.8 

·U S2.0 5.J·/.I./ 

Of whieh the gross amount due from subsidiary undcnakings. 

hefon- provisions (note 12) 2..w.2 l4!12 

10 Debt securities 

19% / 995 
Balan~e Market B{,/imcl' M(lrke, 

sheel value s/'u, nil", .. 

'm {m {Ill (m 

Investment sccurili e.: 

· British governmenl securities. 

li slcJ on a recognised UK c~changc 1. 137.7 1,296.8 1,066.1 / , 194.2 

Due within onc year 35.0 35.0 63.6 62.7 

Due onc yc~r anJ over 1.102.7 1.261.8 1.002.5 /./3/ .5 

1.137.7 1.296JI ~ 1.194.2 

.£111 .£111 

Unamonised discounts all(! premiums 85.9 99.' 
,\ Iovcmcm in debl securi lic.~: 

C~. Discounts Carrying 

"d value 
premiums 

£rn 'm 'm 
At I March 1995 985.6 SO.5 1.<)66.1 

Amonis.1lioll of discou llls anJ prcrniutn~ 11.7 11.7 

Purchases 88.6 0.1 88.7 

ReJcmplions (25.2) (3.6) (28.8) 

Al 29 Fcbru.U)' 1996 1,049.0 88.7 1.137.7 
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I I Equity shares and participating interests 

'99' 1995 
Balance Ba/tma 

Shccl -cQ<.1 Vah.mllon ,1!t'{>/-ctJ.I/lilirwI/UI' 
£m £m {Ill {m 

Investmem :.ecuri ties - UK lisled cquily ~h,lrc, 17.6 112 . ./ 

- unlisled equity ~h~Lre, J.5 62.7 1.5 57.2 

P;u1ic ipating imere ,1S - un listed 74.7 81.1 7-1.7 76.6 

76.2 14.1.11 '1J.8 J66.J 

Valualion represcnts middlo:-markct \'al u ~.~ for li'lcd iTll,c ,tmcnt' imd DireClor, 'l'alualion for 

unli sted investments ,md p,,,' ic i p~ting i nt erc'l~. 

(a) Equily sh,LI1!s 

MOl'cments in equity share~ were as follow,: 

At I March 1995 

Sales du ring the year 

At 29 February 1996 

£m 

19. 1 

(17.6) 

1.5 

The principal holdings of equily ,hares included In lI'ICd and unllqed ,cruntoe, arc a, 

follo" 's: 

LiSled: 

3i Group plc share.s of £ I (lncorporaled in Gre" t Britain) 

The shnres in 3i Group plc we re sold du ring the year. 

Unlisled: 

Bank for International Senlemcnts shares of 2.500 Swi,~ gold fr~nn 

(25% paid) (Incorporated in Swit1.erland) 

(b) Part icipating interests 

1'('r«'nl:Lg(' hdd 
1996 1995 

6.6 

10.1 10.1 

This is Ihe COSt in sterling of .he Bank', conlrlbutiOIl of EeU 94.5 I1l1lhOI1 '0 tile financial 

resources of the European Monelary I n~liluIC. a body c,mbll,hed b) European Treal} The...:' 

n-sources. of \\hieh me Bank 's share is IS .3S'k. arc in"e'led b) tile European ,\ loJll':taf) 

InSlimle 10 prol'ide il wi.h tile iocoone nl .... d;.'{! 10 finance Lb opcr~lion~. The (,'()IltnbulLon_ 

arc repayable on the dissolulion of IIle EI\ II and ha"e occorctl11gl) been accounted for a, an 

in,·ecStmenl. The majority of the Bank 's eomribulIon l~ hedged aSam<;1 mo'cmcnh 111 

exchange r.l1CS by a deposit. also denominaled in ECU (!lOte 16), The \ alOalLtln of lhe 

intereSI diselosed abol'e represents the Bank's ~hare of IIle EM,., net a,,,,,h tr"Jn,laled 31 the 

exchange r.l1C ru ling al 29 February 1996. 
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12 Shores in subsid iary undertakings 

Co~t 

In a()()itiol\. gro.,s adv,lnc~~ [0 sum.idiaries. before provisions. 

inclu()e() under 10,111' ,lI1d udvunco:, t{) banks. the money market 

ami cu~tom~rs (note 9) "moulll to 

1996 1995 
! m fm 

59.6 59.6 

240.2 180.1 

Th~ aCCOlllllS of tile , ubsidiarics dcwile() in (a). (b) and (e) below h" ve not been 

consolid"tcd with IIM'e of the llanking Depl1l1mcnl becau.~e. in the opinion of the 

Directors. the cff~'(;t of including their a,sets. liabililies an() results with those of the 

Banking Dcp,1I1nlClll would not be mmcri .. 1. CRESTCo Lld h .. s not becn eonsolid31c() .. s 

the Bank 's control is intended 10 be tcmporary. 

(a) The N:ltiOlml J\lortg,lgc )i,lnk I' LC 

Throughoutthc year en()ed 29 Fcbruary 1996. the Bank he ld the emire issued share capital 

of 7S million £1 ordinary , hares of lbc National MOr1gage Bank PLC (NM B). which is 

incorporated in Great Britain. 

Nr.·IB was onc o f So!"cral institlltion~ supported by the Bank in 1991192. in an oper.llion 

designc() to pr""ent liqu idity problems faci ng a few small banks from spreading more 

widely through the banking sY'le m. The acqu i~ition of NMB by the Sank in 

September 1994 changed the fonn of the Bank's suppon. but not the. substance. 

10C pro"ision in relation 10 support opemtions has been reduced by £10 million 10 

t:95 .0 million at 29 February 1996. of which £92 .S mi ll ion relates to NMB. This follows a 

previous reduction from £ li S million as at 28 February 1993 to £ 105 million at 

28 February 199-'. 

Included on the Bank's ba lance sheet within " loans and advances to banks" is £24Q million 

lent to NMB which is the NMB group', principal funding. In addition. the Bank has given 

an indem nity against lo~scs on NMB's asset portfolio. After taking ,"ccount of thi s 

indemnity. the NM B group's acc()unt.~ .~how net assets of ni l and the res ull for the year is 

similarly nil. .. s any ch'lIlge in the underlying position of NMB is ref1ccted in a movement 

in provisions. 

The consolidated account, of NMB and its subsidiaries 3S at 29 February 1996. which bear 

an unqualifie() audit report show: 

Loans and ad vances to banks 

Loans an() advances to eustom"rs 

Other assets 

Creditors: 

Bank of England 

Debt .sccurities 

Other liabilities 

Equity Share Capiwl 

AccumulMcd dencit 

1996 ,,, 
6.4 

187.2 

54.8 

248.4 

(240.0) 

(0.2) 

(8.2) 

(248.4) 

Ii"lI 

75.0 

(75.0) 

Ii"lI 

1995 
fill 

7.' 
/97.7 

94.' 
100.5 

(280.0) 

(/2.9) 

(7.6) 

(100.5) 

1Ii1 

75.0 

(75.0) 

/li/ -



3A jl' .. 

(b ) i\ linories Fina nct Lld 

ThroughouI lhe year ended 29 February 1996, lhe Bank he ld Ihe enure I"ucd ,hare capilal 

of 31.5 millioo {I ordinary shares o f 1\·l iooOc, Finance Lld (M I'L), "hlch I~ I"corpor.lled III 

Grem Brimi n. The in" e~lme lll in thi ~ company" ino:; ludi:d In Ihc I~ank', 1xo13no:;e ~hect al 

[)7.5 mill ion. In ~ddit ion. a~ a condit ion of;1 capital n:ducuon which took place III June 

19&7, the Bank gavc an indemnily whereby ;IIIY future defic lI 1II 1\ IFL\ ,harcholdc"'" fund, 

would be made good by the Bank up 10 a nla~ inlUIII of £31.5 mi llion, 

MFL's account., as al 3 1 December 19<) 5 bear lIIl unqualifted audit report . 'n le cornpan} 

II a~ conl inued ils principa l activity of rcali.,mion of loan , and Olher llon, li qUl d a,wt, "hich. 

wilh income generat ing moncl;lry a,sct" compri,c ie- rermllning a"Ch . MFL wi ll eon llllue 

10 pU rlme repay ment of its remai ning out , tanding 10;"" and ad \'a nce,. A dividend of 

{3A million has been declared and rcnecled in the Bank ', aCCOlllll'. 

The accounts of MFL show: 

Profit for lhe year 10 31 December 1995 [).4 nnllion 

Accumulated reserves as at 31 Occcmber 1995 after pro\ l' IOn for dll ldend, (6.1 nnlhon 

Net asse ts at 3 1 December 1995 after prov i"on for d l\ idend, £'w.2 milhon 

(c) Subsid iaries in liqu ida t ion 

A wholly owned subsidiary, Slater. Walker Ltd. " hich Ihl' Bank acqUired through suppon 

oper.uioos has been in membc", ' volunlary liquidat ioo Ihrougllou l Ihc }'CM 10 29 FdlfUaf)o 

1996. The company is inCOfPOrak'd in G real Bntain. 

n.e inveSlnlt'nt in th is company is inclU(k d mlhe Bank', OOl311CC , hC('1 al (11 rllllllOfl 

(d ) CREST Co Lld 

CRESTCo Ltd. a complny incorpor.n~'d in G real BntaHl, ha, I,,:.:n c~t ahll ,hed h} the Bank 

10 develop and subsequently own ;lnd run the CREST ..... lIl c l11e l11 ,y~lcm, lllc compan)', 

capital comprises 100 ( I tempor.ll)' controlling share , o wned by the Ihn~ and £6 nl1 ll1on of 

redec ma ble non- \'ot ing ~hares held by financial in' litlltion, . The temporary cont roll ing 

Sh:lrcS will be held by Ihe Bank during the de l'<:!opmc nt prtll.·c" in order 1]1 ;11 th c' Bank can 

oversee Ihe developmenl . The~c ,h arc~ will io,e their vOling riglu, . and thc' company \\ ill 

Ihereforc cease to be a ~uhsid i:lr)' of the Bank on the d<ltc on \\ hk h CREST ,Ian , 

operat ions, which i, e~pc<:ted to be 15 J uly 1996, 

TIle accou nts of C RESTCo Ltd 10 3 1 Dt.-cernhcr 19<)5 , ho\\ : 

Net assets 

Share Capi lal 

Share Premium 

Accumulated reserves 

of which profit for the year 

(e) Other subsidia ries 

( 12.3 nlllhon 

(6.0 mrlllon 

(6.01111Ihon 

(0.3 nll lhon 

(O.~ nnlhoo 

Investmcnts in other subsid iary compal1les. all of \\ hich an:: "boil) owned and mcorpor.!led 

in Great Britain, arc stated in the Bank 's OOlancr ,heel (11 an aggreg~ tc OO>t of CU 1I111hon 

and include: 

B.E. Propen y Holdings Lld 

BE Scrvicrs Ltd 

B,E. Museum Ltd 

The Securi ties Management Trusl Ltd 

Ocbdcn Sl'l:: lIrit y Printing Lld 

5,000,000 ,hare, of £1 
5.000 ~hare, of (I 

10,000 ,hare, of (I 

1.000 , han', of (I 

100.000 , hare, of { \ 
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Th.: net aggn!gal': profih of these subsidiary comp<tnies attributable 10 the Bank. which 

hal'e not becn dealt wi th in thc accounb of the Banking DeIX'r1ment. and which are stated 

by reference 10 audi ted accounls are 3S follows: 

'm 
For It..: year ended 29 February 1996 0 .2 
Since formation 1.7 

The aggregate net assets of these subsidiary companics are £6,8 million. 

13 Tangible fixed assets 

£111 
Leases of Leases of 

Freehold 50 years less than 

1:l11d and or more 50 years 
buil!lings une~pired unexpired Equipment Total 

Cost or I'alualio n 

At I March 1995 18 1.6 165.1 2.2 112.0 460.9 
Additions 16.3 0.2 8.2 24.7 
Oisposals (7.9) (7.9) 
Deficit on n!I'alumion (12.0) (12.0) 

At 29 February 1996 197.9 153. 1 2.4 112.3 465.7 

Accumolated de pR'dat ion 

AI I l\'larch 1995 5.9 OA 0.1 65.3 71.7 
Charge for Ihe )'ear 12. 1 05 0.1 9.7 22.-1 
On disposals (7.5) (7.5) 

At 29 February 1996 11'1.0 0.9 0.2 67.5 86.6 

Nd book va lue 

AI 29 . 'cbrua ry 1\196 179.9 152.2 2.2 44.8 379. ' 

Net h{>ok I'O/W' 

AI 28 Feb,."llr}' 1995 175.7 164.7 1.1 46. 7 389.1 

CO~t or valuation at 

29 February 1996 comprised: 

AI 1996 valuation 145.0 145.0 
AI 1994 valuation 162.4 8.1 2.1 172.6 
At cost 35.5 0.3 112.3 148.1 

J2l2 153. ' lA 112.3 465.7 

Included in leasehold premises (50 years and ol'cr) is an invcstment propert}' Ileld at open

market I'alue of £ 145.0 million (/995 £157.0 millimlJ which was valued by SI QUintin. 

Chartered Sun·eyors. as at 29 February 1996. The figures relating to other propeny 

interests reflect a Directors' I'aluation. based on professiOllal advice. of Bank freehold 3/ld 

leasehold premi,o;es as at 28 February 1994. OIl an open-market value for ex isting use Ixlsis. 

plus the cost of additions since that date. 

The Bank occupies a small propol'tiOll of Ihe investment propcny for its own purposes. 

The Bank occupies its OIhocr propenies for its own purposes wilh thoc exception of an 

immaterial proponion. 

COlltr.u:ts for capiwl expenditure ;llIthorised by the Directors and outstan!ling at 

29 February 1996 tornlled £5.2 million (/995 {M,O milliotl}. Funher capital expenditure 

aut horised <It that !late totalled £7.8 million (1995 {11 .6 millioll}. 



14 Deposits by central banks 
19% 

'm 
Remaining malUrity: 

• I year or less bul ol'er 3 momhs 218.1 

· 3 months or less butllOt repa )'abJe on de mand 524.8 

Repayable on demand 340,0 

l .mu.'J 
~ 

15 Deposits by banks 
1'J9n 
~m 

Cash ratio deposits 1.681SA 

Other deposit s repayable on demand 40,0 

1.728.4 -

BAN k' OF 
F vL '.iD 

1995 
{Ill 

50.2 

909.9 

·U?S 

1.407.6 

1995 
{Ill 

/ ,496.2 

2/ 3.6 

1.709.8 

lrocludcd in cash rmio depos it~ a~ m 29 February 1996 b a depo'lt of CO.9 11111110n ( / 1195 

£/. / million) by a subsidiary. The National Mortgage Ban]" PLC. 

Cash ratio deposits are computed on the 00$15 of banks ' e ligible lI abll1ue\ . An) challge III 

lhe amount due. as a result or either the gaill or los~ of authon,atlo n under lhe BanJ"mJ:! Act 

1987. tlle twice yearly ..... 'Cakulmion of depos it, or a cha llge III the pcreelllage u-ed for 

calculatioll. is payable immediately. 

16 Customer accounts 

Remaining malUoty: 

5 years or less but over I year: 

• Public deposits 

I year or less bul Ol'er 3 mOllllis: 

- Olher deposi ts 

3 monlhs or less but nOI repayable on demand: 

- Public deposi ts 

• Other deposits 

Repayable on demand: 

• Public deposits 

• Deposit by Issue Departme nt 

• Other deposits 

"'" 1995 
u l '/aud 

(111 {m 

72.6 72.6 

07 O. J 

24 .... 220 

"!37.2 207.3 

339.6 ~2:.i 

1.016.3 2.352,6 

309.5 31~.0 

2.000J ~ 
Public deposits arc the oolallCcs 011 government accounts. ul( lud mg Exchequer. Nauonal 

Loans Fund. National Debt Commi~s ione" and dll idmd acCOU nt , and IIIdu.1.- a depo'lI. 

denominated in ECU. from the Exchange Equali,atlon Account. 

17 Other liabilities 

IlIClude: 

Payable 10 HM Treasury 

Due to subsidiaries 

Provis ion for post·rctircmen( benefi ts 

1'196 
(m 

88.0 

27.8 

87.4 

1995 
Cm 

/01.2 

28.3 

81.0 
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18 Capitol 

The entire capital comprising (l..\ .55l000 o f Ban k Stock is held by the Treasury Sol icitor 

on bo:hnlf of Her r-,·j.tiesty·s Trea~ury. 

19 Reserves 

'm 
Profit and Reva luation Investment Total 

loss accOllnt reserve property 

Balance m I r"l;lrch 1995 764.7 108.0 

Retained profit for the year 8SJ 
Deficit on revaluation of property 

Balance at 29 FebnJary 1996 1:153.0 108.0 

revaluation 
reserve 

119.8 

(l2.Q) 
107.1:1 

992.5 
88.3 

(1 2.0) 

1.068.8 

20 Statement of reconciliation of shareholder's funds 

Shareholder's fundS:1I I March 

Retai ned profit for the year 

(Dcfici t)lsurplus on reval umion of pfOpen y 

Shareholdcr·s funds at 29 F~bruary 

21 Cash flow statement 

199. 

'm 
UlO7.l 

88.3 

( 12.0) 

1.083.4 

/995 
£m 

91l .9 

9/.0 

4.2 

/ ,007. 1 

(i) H: ('(onciliat ion of operntin!; I)Tofillo net (ash outflow from opernting acli,'ilies 

Prufit after pruvisions and before tux 

Dccrease/(increase) in imerest receivable .Illd prepaid expemes 

Increase/(dcrreasc) ;n inlCrcst payable and .tccrucd expenses 

Depr.x:iution 

Profit on sale of investment sceurities 

Special dividend received on notmion of 3i Group plc 

Profit on sale of tangibl~ fixed u.<osets 

1996 1995 
£m £m 

214.4 

2.' 
3.7 

22.4 

( 11 SA) 

(0.1 ) 

225.9 

(0.6) 

(5.4) 

/5.7 

(69,5) 

(52.7) 

Effect of provisions. defermls and accrual, on operating activity cash flow ( 1.7) (0.6) 

Net cash in!low front trading activities 

Net decrease in foreign currency deposi ts 

Net decrease in OIher deposits 

Net decrease in foreign cum:!lCY accounts with banks 

Net decrease: in advances to banks and customers 

Net (increase)ldccrease in Other as.~ts 

Increase in securities held 

DecreaseJ(increase) in items in cours.! of collection 

Net cash outflow from operating activities 

122.7 1l2.8 

(199.4) (/68.4) 

(1.511.9) (/.979.8) 

199.2 168.4 

23.1 106.0 

(3.2) 2.7 

(60.2) (55,9) 

112.5 (27.4) 

(1,317.2) (1,841.6) 
~~ 



(ii) Analysis of changes in cash and cash cquin dcn ts during the ye:lr 
19% 

81<'\1):' Of 
fJ\i(, lAND 

1995 
£m £111 

U31.5 6.119.0 Balance at I March 

Net cash OOtnow 

Balance at 29 Fcbruary 

( 1.300.5) (UM.S) 

(iii) Analysis of the bal,lIlces of cas h and {ash e(luh ',lfl'nts 

Cash 

Advances 10 money market and certain bank~ 

Treasury and other eligible bills 

1996 

t rn 

12.2 
2.899.9 

1f!.9 
2.93 1.0 

2.'13 1.0 

Ch:lnge 
in year 

t:m 
8.1 

(979.8) 
(328.8) 

(I .300.S) 

·UJ/.5 

1995 

{m 

4.1 

3.879.7 

3-17.7 

-1.13 1.5 

Advances to money market and certain bank~ and Trea~ury and other eligible bdl, are 

treated as cash equivaknts as they represcm the Bank\ prinCipal liquidllY. The alloc311oo of 

this liquidity between advaroccs aoo bills depends on prcl'aihng rnarlet conditlon~. 

22 Related parlje~ 

(a) HM GOI'ernmcnt 

1bc Bank provides sc\'eral ser.·k es to ib shareholder. BM Trea~uf)' aoo to other 

Government departments and bodies. 

The main ser.·iccs are:-

- provision of banking scr.·kes. irocluding holding the principal accounts of 

HM Government 

- debt management. including management of the is,uc on belwlf of IiM GOI'emment of 

short and long- tenn debt and provision of regiqf'~lion ~crviec~ in rc_pect o f gi l t-edg~d 

stocks 

- management of the Exchange Equali$<Ilion Account 

- manasement of the Note Issuc. including priming of Bank n()le~ 

. operation of sanctions against .'pecific coumrie~. 

The aggresate balaroccs on HI\'I Trea~ury and other public :.ecIOt acCOunt~ an- dl'-Clo..ed m 

note 16 as public deposits. The tOlal charges made to !;ol"emment are dl"Clo .... -d m nOlI' 2. 

(b ) Su bsidiary rompanies 

All material transactions and balances between the Bank and Its ~u~ldlane) are di""lo"ro In 

noIe 12. 

(d The Deposit Protection Hoard 

The Bank provides. and eharges for. the Secretariat for the- Dcposu Protcrllon Board, a 

separa te legal entity established under the Banking Act 19117. The GOlemor. DePUt) 

Ciol'emor and Chief Cashier arc ex-officio membcrs of the Bo.1rd. The remammg memhcr; 

of the Board are appointed by the Governor and include the E.l.:cculll c Director respon>lble 

fOT Supervision and Surveillance. The Bank al so providc.~ b.lnking facllitic~ to the Bo.'U"d. 

illcluding advallces within limits agr...--ed with 1-11\1 Tren,ury. The balance due from the Board 

at 29 February 1996 was£I I.9 million. 
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(d) l>in'c1ors a nd O fficers 

11Jc following p;.rticlllars relate to 10011' gi\en Of ~Lrnlllgcd b)' the Bank of England 10 

DiR-.;:tors and Officc.." of the Bank and persons conntttcd wi th tocm: 

1995 
Total amoun t Number Towl (''''OUlII Number 

oll1'tnnding 
(000 

OIl/S/CIn(ljn8 

WOO 

Oi .... -.;:to.-" 

OfficcTS 

213 

907 

4 

IS 

219 

1.032 

4 

18 

There wcre no other tran~actio!l~ th;Lt would be ~quircd to be ~hown under the provisions 

of llH: Companies Act 1985. None of thc DirectofS Of Officers had a materi~1 intere,l. 

direcll~ or illdil'<.'(;tl),. at .m)' limc durillg the )'em in .111)' other significanttnlnsaction or 

arrangement ,,·;th the Bank or an)' of its sub~idi .. ries. 

11Jc abow infonltation concemi!lg OfficCTh is prcsented onl)' in respect of those employees 

of the Bank who would be t'on~idcn:d a~ managers. either within tile me;Lning of the 

Banking Act 1987 or as defin~-d under Financial RCl)Orting Stand~rd 8. 

tl.') T he Bank 's pension schemes 

The Bank pro.'idc~ the S<.'{;ret:lriat, the Investmcnt management and some custodial services 

to the Bank'~ pension schemes. Thc~ aetivitie~ are undertaken on behalf of. and under the 

~upervision of. the tru<lees of the schem('~. Ap.m from the ~'()ntributions p;:iid to the 

scllemcs, which are de:.cribed in llOIe 4, tllen: were no material trnnsactions between the 

B,mk aoo the Pcn~ion Funds during the year \0 29 February 1996. 

(0 Other entities ,,~ th links to the 1l:l1lk 

In the normal course of il, activities a< a cc mr.11 bank, tile B,lI1k has relationships, involving 

some representation at managcmcnt lev.::l :md participation in funding, with international 

and dome,tic in~titution s. With tile exception of the European Monetary In~titu te, in which 

it has a participating imcrcM .. , discio.>cJ in nOle 11, the Bank Joes !lot cOllsiJcr these 

in,titulions to be relaled panics. There were no mmcriallransactions with the European 

Monetary In.lilule during the year, 

23 General 

(i) Openltiro/; lease commilments 

At the year crod, annual commitments 

" .. 
Land arod Compuler 
builJings anJ other 

equipment 
{m {m 

under nOlH:ancel1ablc opcmllng leases were: 

expiring: 

_ within one year 0.1 

_ bc:twccn onc anJ five years 0.5 03 

. in fi"e years or more 0.7 
1.3 0.3 -

/99, 
Ltmd tmd Computer 
blt;ldiugs and Oilier 

eq"jpmrm 
[m lm 

0.8 

0.7 
0.7 0.8 



(ii) An'rage nu rnl)(' r o f em,)'oyec:s 

The u,'ernge number of person~ employe<.l by thc Bal1~ dunng the year "a~ mad<: up a, 

folio\\'s: 

1'196 /995 
reslated 

Governors an<.l Exccurive Director. 6 6 

Managers an<.l analysts '" m 
Cle rical 2.001 2,119 

Technical/Other I,J~(J 1,0178 

,um .J. JOfi 

O n I April 1995, Bank s taff working on the CREST proJCCt were tran,fcIT(,,<.I to CRESTCo 

Lr<.l , An uvef'Jge of 17 staff worked on Ihi, projcl:l <.luring 1994/95 an<.l 10 ,11<.1 compamon 

havc ~n exclude<.l from the abovc table_ 

24 Contingent liabilities 

Contingent liabi l itic.~ al1<.1 commilment., '<01111' of "hldl arc 0((""1 b) cOlTe,pon<.lln~ 

obligations of third panics. arise in Ihe oonnal COllI'>C of bu"nc". IIlcludll1,g conungent 

liabili ties in respect of guarantc.:~ an<.l inocnmillcs III COIHII."Cllon "Ith liquldlt} ,uptXlf1 

operations. lbere are also forward oontrJrts for the purcha,c: and ,ale of foreIgn CUrn: OCIC:' 

Provision is mooe for any esti mated irreco\"Cr~ble liabrlll), th:u ma) an'><'" from Ih(',><," 

transartions. 

As part of it, nonnal bu~ine~s. the Bank act~ a~ CU,IOOlall of 11, CINOm(',...' av,eb an() tulfil, 

an agcncy rok. No significant irn:co"erdblc liablll1y an"" fmmllre", tr~n,acuon' 

In 1993 an<.l 1994. wrib wcre i~ sut'(l agarnst the Bank by ccl1a", ()elxhltor.. Inlh(" Banl of 

Credit and Commerce International SA claiming ,ub,tantml bur unqu,ulllfied damage, . TIre 

Bank's Directors are oflhe o pinion th at the Ihnk lw, a 'lfOng ddcnce a);allhl rhe claim an<.l 

will defend the action \·igorously. Accordingly no pro,i'IOIl I.' Ill;rdc III lh.:'" account- . 

Since 1930 tllere has a lso been ~,contingent linbility. <.Icnominmcd in SI\ '" gold tranc-. In 

respecl of un ca lie <.I capital on lhe B~nk 's in"e,llllell\ In lhe Ihn~ tor IIlICmalJonal 

Selllcrncnis. The slerling equi vale nt of lhi~ liabilil y tx,,~'(I on lhe gol<.l llIarkel prk'c at th<' 

balance sheet dale was £2! 9 million (1995 (/99 mil/''''I). 

25 Date of approval 

The COllrt of Di reclors appro'·e<.l the financial 't~'lemcnh on p;lge, ~8 to 67 o n 

15 May 1996. 



ISSUE DEPARTMENT 

ACCOUNT FOR THE YEAR ENDED 29 FEBRUARY 1996 

Notes 

Income ;l1ld profits: 

Securities of. or guaranteed by. the British Government 

Other $CClIrilics 

Other income 

E;(ptnscs: 2 

Cost of production of Bank notes 

Cost of issue, custody lino payment of Bank notes 

Olher expenses 

Payable 10 HM Trca~ury 

STATEMENT OF BALANCES: 29 FEBRUARY 1996 

Notes 

Assd s 

Securities o f. or guar;Ullccd by. the British Government 3 

Other sec urities and assels including those acquired under 

rcpufcha.~c agreements 4 

Total assels 

Lia bilities 

Notes issued: 

In circulation 5 

In Banking Dcpanl11Clll 

Tota l Lia bilities 

REPORT t ACCOUNTS 

1996 1995 
£111 in> 

1.012.9 593.2 

336.5 434.1 

0.4 J. J 

1.349.8 1,028.4 

32.6 37.7 

19.2 20.1 

3.6 2.8 

55.4 6/.2 

1.294.4 967.2 

1996 1995 

'm £/11 

9,633.2 10,910.2 

10,026.8 7.149.8 

19,660.0 18,060.0 

19.648.0 /8,056.1 

12.0 3.9 

19,660.0 18,060.0 

E A J GEQRGE Governor 

H J DAVIES Deputy Governor 

DAVID SCHQLEY Director 

G MIOGLEY Finance Director 



NOTES TO THE 
ISSUE DEPARTMENT 
STATEMENTS OF ACCOUNT 

1 Accounting policies 

l1le statements of account arc prepared in acCOf'dilllce wuh the rcqu,rc!1)i,'llts of the CUrrCI1C) 

alld Bank Notes Act 1928 and [ho:: National LO;II1 ' Act 1968. A ll profib of the nOle ,,<,uc .m: 

p~yable 10 the National Loans Funll. 

a The statements of account are prc~,re<J Or) the b;""j , of alll()Ullh receIved and p:lId a, 

modified by Ihe effect.; of the rCl'alo~ltion of lol:cunlic_. 

b All securities arc rcl'aloc() "oll arc Slated in Ihe bi, lancc ,heel ill 1111' '3.IU3.1I011. Longer

dated ~Iocks arc valued at Il1jd·ll1ar~ c l price, . Bill, arc v;tiued i,1 :In ;,,·crag<· price 

approxima ting to market price. The la,1 VU llll,liol l 11'11' ma(ie '" 28 Fcbm'lrY 1996. 

c tflhe revaluation o r' .securities ~holl" a nel ga in Ihi~" included 111 income. A d('fici( i, nOI 

taken ag<linst income but i~ M:lt lcd by a Imn,fcr from Ihe N,lIlona! Loan, I' und 

2 Expenses 

The expenses shown here rcprcsem char£e~ from lilt: Bankm£ ()ep;lnnk:nI for c~t, Ulcl1rred 

in relation 10 IOC NOIe Issue. 

3 Securities of, or guoranteed by, the British Government 

TIlese ioclude parlly paid stoch. Trcasul')' blfh and any Wa}, and /o.kan, :l(haoce 10 toc 

Nalional Loons Fund. 

4 Other securities and assets including those acquired under 
repurchase agreements 

1996 1995 
(m (m 

Commercial bills 3.663.2 J.OO5.2 
Promissory IlOICS 5 13.2 38-1.0 
Depos it with Banking Dcpafllnelll 1.016.3 1,351.6 
Other assets 4.83~ . 1 1.-108.0 

IO.016.K 7.1-19.8 

5 Notes in circulation 
1996 1995 

(Ill (/11 

£1 (a) 56. 1 56.6 
£5 1.067.5 1.071.1 
(10 5.687.6 5.3-176 
£20 8.579. 1 7. 713.-1 
£50 3. 10.l7 2.852.3 
Olher notes (b) 1.1 SOW I.()().J./ 

19.6--18.0 18.056.1 
~ ~ , No £1 notes have oc-en issued since 198~ . 

b Inc ludes higher value 1lOIC< used internall y Ul Ihe Ban!. . for ,·.,ample a, ooler for the llOIe 

issues of banks in Scotland and Nonhern Ireland Ul cxcc" of lhelr pcnnlll<-d I"ue, . 

6 Date of approval 

nle Coun of Directors approved the Slatemcn\l, of :lCcounl on page, 68 and 69 on 

15 May 1996. 



ADDRESSES AND TElEPHONE NUMBERS 

LONDON Head Office 

Print ing WOfk ~ 

GLOUCESTER Rcghlr~r 's Department 

BRANCHES Birmingham 

B ri ~lo l 

r.'lanche~lcr 

Ncwca~l lc 

AGENCIES Easl Ang li a and SOllth Easl 

Glasgow 

Liverpool 

Southampton Area 

Thrcadnccdlc Stree t 

Lundon EC2R SA H 

Lung'lon Road 

LoughlOn 

E~.-cx IGIO H N 

Southga lc Hou,c 

Soulhg:'lc Slree t 

GIUlIcc'lcr CL I I UW 

PO Box 3 

55 Temple R.ow 

Binningtmrn 6 2 5EY 

PO Bo,\ 10 

\Vi m: SIreN 

Bri~ l ol BS99 7AH 

King SII1.":[ 

Leeds LS I 1 HT 

PO Box 301 

Faulkncr SlfCCI 

Manchc'lcr /0.'160 21-11' 

PO Box l BE 
Pilgrim Slreet 

Newcas tl e upon Ty ll e NE99 2BE 

Munetary Analys i ~ 

Bank o f England 

Thrcadnccdk Slreet 

London EelR 8M '[ 

25 SI Vincent Plal'c 

GI:l~gow G r l EB 

Lanca,tc"r Hoo ..... 

Mercury Coun 

Ti theoom StI"(Xt 

Lil'crpool L2 2QP 

PO BOK 15 

Caniqer BOtJ~e 

27 le" '!)' Street 

WinchcS1e r 

Barnp~ h irc S0 23 8LP 

0171 -60 1 +444. 

0181·508 6221 

0 1452 398000 

O J 21 -~3 8571 

0 1l 7927725! 

OI U-2oW 17 11 

0161 -228 177 1 

0191 -261 ]·HI 

0171 -60 1 ~335 

0 1': 1-221 7971 

015 1·227 2553 

0 1962840161 

• Enq uiri es re lating to (he lJank may be rn~de 011 0 171·601 4878 or through it s World Wide Web page, 31 hlll' :lfll II 1I . I>~n"oreng l and .co.u" 
Enquiries re lat ing 10 Ihe /JIII,k of ElI/o!lmul QlIIlI'/cdy !J"II('/;'I and 11Ij1I11;oll R(,/IO I"I Ill~ y be mad,' on 0 17] ·60 1 ~O.lO 
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