
REPORT OF THE AUDITORS 

To the Governor and Company of the Bank of England 

We have audited the financial statements 01 the Banking Department 00 pages 76-97. ar.d the statements of 

account ol lhe Issue Daparlment on pages ge-99. 

Respective responsibilities of directors and auditors 

As described on page 72. the Bank's Court 01 Directors is responsible lor the preparation 01 the financia l 

statements and the statements 01 account. It is DUI responsibi lity to form an Independent opinion, based on our 

audit. on the financial statements and the statements of account and 10 repon our opinion 10 you. 

Basis of opinion 

We oonducled our audit in accordance with Auditing Standards issued by !he Auditing P.aClices Bo.a,d. An audit 

IncIucIes examination. on a test basis. 01 evidence relevalll !O the amounts and disclosures in the financial 

statemenl$. It also includes an assessment of the signdicant estimates and judgments made by the o,rectQl's in 

!he preparation at the financial statements, and 01 whether the aceounting roIiCieS are appropriate to 1he Bank's 

circumstances. consistently applied and adequately disclosed. 

We planned and performed our audit so as 10 obtain all the information and explanatIons which we conSidered 

necessary 11'1 Ofoe, 10 provide us with sufficient eviOenee to give reasonable a$$l)f81'lCe ttlat the finallCial 

statemel'lts are tree trom material misstatement, whether caused by fraud Of other irregularity Of erlOl. 11'1 Iormillg 

our opirllon, we also evalualed the overall adequacy 01 the presentation 01 inlOfmation In the "I'IallCial statements, 

the basis ot which Is described in note 1{a), 

O p inion 

The finanCial statements of Ihe Ban~ing Department have been prepared on the bas is set out in note I (a) to 

comply with lile re<;uiramanlS 01 Schedule 9 to the Companies Act 1985 and epplicalje Accounting Standards in 

tha United Kingdom in so tar as they are appropriate to a central bank, 

In our opinIOn 

The tlnallClal statements on pages 76-97 present fairly, OIl the basis relerred to above, the state 01 alfalrs 

01 the Banking Department at 28 February 1998 aM the proll1.tolal recognised gains and cash nows tor 

the year then ended. 

2 The statements at account OIl pages 98·99 present fairly, OIl the baSIS described OIl p"ge 99, the outcome 

ot the transactions 01 the Issue Oeparlmentlor the year ended 28 February 1998 and its balances at ttl;at 

date. 

London 
t3 May 1998 

COOPERS & LVBRANO 

Chartered Accountants 
and Registered A!Jditors 
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BANKING DEPARTMENT 

PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED 28 FE8RUARY 1998 

Notes 1998 1997 
£m fm 

Profit after provisions and before tal<. 2 179 121 

Payable to HM Treasury under Section 1(4) 

01 the Bank of Englalld Act 1946 5 (70) (49) 

TaJ: on profit on ordinary activities 6 (39) (23) 

Retained profit lor the year 
" 

7D 4. 

There is no material difference between the retained profit 

tor the year disclosed above and its historical cost equivalent. 

STATEMENT OF TOTAL RECOGNIS ED 
GAINS AND LOSSES FOR TH E YEAR 
ENDED 28 FEBRUARY 1998 

1998 1997 
£m f m 

Profit transferred 10 reserves 70 4' 

Unrealised surplus on revaluation 01 property 10 10 

Total recognised gains and losses for !he year 
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BANKING DEPARTMENT 

BALANCE SHEET AS AT 
2B FEBRUARY 1998 

Assets 

Cash 

Items in course of collection 

Treasury and other eligible bills 

Notes 1998 1997 

tm £m 

Loans and advances to banks, the money market and customers 

Debt securities 

8 

9 

10 

11 

12 

13 

2 

278 

4 

11 ,336 

1.363 

64 

18 

368 

158 

9 

298 

3 

4, 173 

1.275 

7' .. Equity shares and participating interest 

Shares in group undertakings 

Tangible liKed assets 

Prepaymenls, accrued Income and other assets 

Total assets 

liabilities 

Oeposits by central banks 

Deposits by banks 

Customer accounts 

Other liabil ities 

Capital 

Revaluation reserves 

Proti1 and lOSS account 

Shareholder's funds 

Total liabililies 

14 

15 

16 

17 

1.060 

2,797 

8,2 11 

301 

367 

88 

6.307 

1,082 

1.936 

1,883 

26< 

12.369 5.165 

18 

19 

19 

20 

15 

235 

972 

1.222 

EA J GEORGE Goverl'"l()r 

" 225 

902 

1. 142 

6.307 

DC CLEMENT! Oeputy Governor 

SHEILA MASTERS Director 

G MIDGLEY Deputy Director 
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BANKING DEPARTMENT 

CASH FLOW STATEMENT FOR THE 
YEAR ENDED 28 FE8RUARY 1998 

Net cash inflowf(outflow) from operating activities 

Corporation tax paid 

Capital expenditure and financial investment 

Payment to HM Treasury under Section 1(4) 

01 the Bank ot England Act 1946 

Increasef(decrease) in cash 

Notes 

21 

21 

1996 1997 
reSfated 

£m Cm 

373 (378) 

(46) (23) 

(9) " 
316 (390) 

(49) (88) 

267 (478) 

The cash flow statement has been prepared under the revised FRS 1 and is therefore presented on a 

different basis from previous years. The comparat ive figures have been restated on the same basis. 
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NOTES TO THE BANKING DEPARTMENT 
FINANC IAL STATEMENTS 

Accounting policies 

(a) Form of presenta1ion 01 the financial statements 

AlthOllgh the Bank's financial statements are nol subjec1 to the requ irements 01 the Companies Acts, they have 

been prepared so as to present fairly the state of affairs of the Banking DepaJ1ment and its prOfit, cash flows aM 

lota l rec::ognlsed ga ins end losses and in accordance with Section 255 01, and Part 1 of. Schedule 9 to the 

Companies Act 1985 and applicable Accounting Standards in the United Kingdom in so far as they are appropriate 

to a cen tral bank: that Is with the limitations explained below. 

In exceptional circumstances, as part of ~s central banking respons ibilities, the Bank may act as 'lender ot last 

resorl' to financial institutions In difficulty in order to prevent a loss 01 confidence spreading through the financial 

system as a whole. In some cases confidence can best be sustained ~ the Bank·s support is dl$ClOsed only when 

conditions giving rise to polentlally systemic disturbance have imprO'o'ed . Accordingly. although the linaoaal ellects 

01 such operations wiI be included in the financial statements in tile ~ar In which they OCC\II, these hnaneial 

statements may not explicitly Identity the exislence 01 such support. However, the exi$lence 01 si.lCh svpporl will 

be disclosed in the Mooal Repon. when the need for secrecy or confidentiality has ceased 

As a resuR. the Bank"s financial statements di$ClOse less detail 01 the eonstrtuent elements 01 the prol~ and loss 

account. par1icularty 01 interest income and expel1se and any provisions tor bad and doubllul debts. I090lher with 

consequential restrictions in det~ disclosures in the balance sheet. castl llow statement and the noIes to the 

financial statements than would be requiled under the COmpanies Acts and applicable Accounting Standards. 

The tlnancia.1 statements have been prepared on the historical cost basis 01 accounting. rnodiIied to ineiude the 

revaluation 01 cenaln Ilxed assets. The accounting policies set out below tlave been applied consiste<1tly. 

The Directors consider that the Banking Depao1ment constitutes a single bus iness all conducted In tile United 

Kingdom. The Bank 01 England has no bra rlChes or operations abroad. Accordingly. no lurlher anatysls into 

business or geograph;o SEl\lments is appropriate in the linarlCial statements. 

Changes to the reg ime tor preparing the Bank·s linarlCial statements under the Bank 01 England Act t 998 are 

described on page 67 01 the Annual Aepoo1. 

(b) Treasury and other eligible bills 

Treasury and other eligible bills are stated at cost plus accrued interest 

(c) Debt seCUrities. equity Shares and participating Interest 

Blitish government securilles are held as investment securities and are stated at cost adjusted for the amorllsatlOrl 

01 premiums or discounts on a snight line basis oYer the period to maturity: income includes tile amonisa\ion 01 

premiums Of discounts. 

Reverse repurchase agreements (repos) are accoonted Ior as advances. 

Equity shares are held as investments and are stated in the balance sheet al cost. The parTK;;patlng interesl is 

stated in the balance Sheet al its original cost in Ioreign currency, translated at the exchange rate ruling at the 

balance shEHlI date. 

Prolits and lOSSes on rea lisation are taken into the prom and k>ss account in the year in which they arise. 
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(d ) Tangible filled assets 

The 8anl(s propertieS are stated at a professional valuation as al 28 February 1997 plus !he COSl 01 subsequent 

a(k;lilions and less depreoatlon. No account is taken 01 any liability 10 taJcallOfl -M1ictI could arise ~ the premises 

ware 6sposed 01 al lhaI •• evalued amounls. Ono leasellold property is classll ied as an investment property and 

111 aceo.oance with SSAP 1915 revalued annually as at end· February and sta led at a profesSional valuation on an 

open market basis. The surplus or delicit on revaluation is translan8d to a revaluallOfl reserve. No depreciation is 

charged on thIS property. The requirement 01 IIle Companies Ac1 1985 Is to depreciale all properties. but this 

requ lfemenl conflicts with the generat ly accepted aceounttng principle set out In SSAP 19. The Directors consider 

mat it is necessary to adopl SSAP 19 in order to present a lair view and accordin91y Ihe inveSlment property has 

been reva lued and nol deprecialed. I1 this policy had not been adopted. the prolit lcrthe year would have been 

reduced by depreciation on Ih lS property 01 ES million ( 1997 £5 million). 

Freehold land is not depreciated. 

Equipment is staled al cost ~ss depreciatIon. 

Dapreoation. on a straogl'ltline baSIS. is charged as tcllows: 

Freellold buildIngs 

Leasehold land and buildings 

Plant """00 buildings 

CompulelS 

Other equtprTlent 

OYer lhe esllmated luture lives which range lrom ten to thirty )'BalS 

over the period oIiease or esllmated future ~ves whictI range lrom ten 10 thIrty 

""" 
CHer periods ranging lrom live 10 twanty )'Bars 

0Yef penods rangong Irom three to li~ years 

OYer penods ranging Irom three to twenty years 

l e) Bad and doubtful debts 

Provision lor bad and doubT1ul debts is made as considered necessary haVIng regard to both spacilic and general 

lactors. The general element arises in relation to el<.isting losses which. although not separately identilied. are 

known Irom experience to be present in any portlolio 01 bank advances. Provision made (less afT1()\JnlS released) 

du tlng lhe year is charged against protits. 

( I) Foreign currency translation 

Monelary assets and li abi lities denominated in Ioreign currencies are translated Into sterling at the exchange rates 

ruling al the ba lance sheet date. Other assets denominated In toreign currency when held for the long lerm are 

sta led al cost, beIng the sterling equivalent 01 the Ioreign currency at the date ot acquiSition ot the asset. TIle 

partICipatIng interest is translated into sterhng at the exchange rate ruling at the balance sheet date. Income and 

expenditure are translated into sterling at the e~change .ale ruling at the tome of the transactIon Fore;gn currency 

swaps IJSed in operabons are earned at market value. 

(g ) Commitments on behaH 01 HM Treasury 

Commitments on beha" 01 HM Treasury in Ioreogn eurreflCles and gold. Of on a gold baSiS, ariSIng in the course 

01 opera~ng the Exchange Equalisation AcOOIJnt. are not incI\Ided in these accounts as the Bank is concerned in 

SlJ(:h transactions only as agent. 

(h) Deferred lal( 

Deterred tax Is provided. at the estimaled rates at which luture taxation will become payable. on all material l imlng 

diNerences where It Is probable that a liability to taxation or asset will crysta ll ise In Ihe Ioreseeable luture. 
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(j) Group undertakings 

Shares in group unOOr1akings are staled in the balance sheel al cosl less pr0Yl5oiQn tor perrnanenl dlrnlnulion in 

value. OividenOs Irom group undertakings are included as income when declaflld. 

(k) LeasIng 

Operaling lease rentals are Charged to !he profit and loss account as incurred. 

(I) Rellremenl benellls 

The COSt 01 penSions Is assessed in accordance with the advice 01 an independent acluary and 8ccoo;nted for on 

Iho basis 01 charging Ihe cost to Ihe prOIil and loss account. on a systemalic bas is. (Mlr Ihe emPloyees' service 

lives using Ihe projecled unil melhod. Varialions Irom tha r89ula, cost ara spread over the rema ining serv;ce Il\I8s 

01 the members 01 th& scI1eme. 

Other post-ratiram&f11 bene1i1s. principally healthcare!or certain pensroners, ara aoxounled 101 on a basis SImilar 

10 llIat used 10 l10001)111101 pension obligations. A delened tax asset has been recoglllsed io tull in resped 04 Ihls 

liability under UITF 6. 

2 Profit after provisio ns ond befo re tax 

Pfof~ ah&r prOllisions and beIora tax Is staled all&r: 

(il Surplus 01\ liquidation or Slater, Walker Um~ed 

(i) Stall cOIits (Inc. Goverfl()f$ and Executive Direcrors): 

• wag&s and salar~s 

- SOCial security costs 

- other pension costs and post-retiremenl benefits 

- cost ot severance schemes 

(iii) In<:Ome: 

- charges for services to HM Government. Including charges 10 the 

Issue Departmenl in respect 01 the Note tssue 

- rents 

(Iv) Charges: 

- operating lease n'"talS 

• depreciation or premises and equiprnerll 

- rel,enchment COSI$ (_ note below) 

The audilOrs' remuneration was (132.000 (1997 £132.(00) 

The audilOf$' remuneration tor non·audil worll was £290.000 (1997 £170.000) 

1998 1997 
(m Cm 

97 

• 
" , 

" 
" 
2 

" 
" 

3 

,. 
• 
9 

" 

" 
" 
2 

26 

For subsidiary eompanres which are no1 consolidated. the auditors' rernuneratlOll was (45.000 (1997 £50.700) 

and lees 101 non-audit work W9ra (47.600 (1997 £48.7(0). 

As noted In lho Directors' Repor1, the decision has been taken tha1the Bank will consol0a1e il$ activl1ies and staM 

In London into orre bu ilding. Provision has been made ifl lhis yea~s accounts 101 the COSIS 01 tllfs consollOiltron. 

lneludirrg thlt decommlsslonlng 01 other buildings, and this is disclosed atxNe as re1renchmen1 costs. 

More details ollhe Bank's operations during Ihlt year aflt given in Ihlt Directors' Report and Operatronal Reviews. 
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3 Emoluments of Directors 

19" 1997 , , 
'H' 25.334 18,500 

Remuneration 01 Governors and Executi~ Dire<:tors 992,580 964,777 

Payments in ,espect of notional benefits oI1~ on Bank buSIness 4,853 1,853 

1.022,767 985,140 

~nsJon costs in respoct of· cUlrenl Directors 224.054 238.697 

- former Directors 327.976 284,956 

~ 1.508,793 

An analysis of emoluments is given below. 

Bonuses 

and other 

Salary payments 

& lees (Notes 11 Benefits Total Total 

(Note i) and vi) (Note Ill) 1998 1997 , , , , , 
Governors 

G,,",,~ 

Mr E A J George 227.000 52n 232.212 23(),4C2 

Deputy G<:wernor 

Mr 0 C Clementi 95,750 95,750 

(from 1 $epll!tllbef 1997) 

Mr HJ Oavies 95,138 1,," 96,826 184.083 

(reSIgned 31 July 1997) 

Executive Directors 

M/MAK,ng 153,000 1,443 154,443 145,886 

Mr I Plender leilh 142.167 5,907 148.074 142,336 

M,MDKWFoot 125.500 10,000 8.760 144.260 131.228 

MrT A Clark 125,500 5,683 131,183 

M, P H Kent 138,205 

(retired 28 February 1997) 

Non·Exeeutive Directors 

(notes v and vi) 5,959 14,000 19,959 13,000 

~ 24,000 ~ ~ 985, 140 

(il The Bank's Charter 01 1946 provides for the payment 01 fees allhe rate 01 £2,000 per annum 10 the Governor, 

£1,500 to the Deputy GoveInor, and £500 per aMUm 10 the othe< OIrec\OfS, The Charler also provides for the 

payment 01 salarle'S to the Execu\IVe members 01 Court . the Governors and Executove Direc\Ofs, The salaries are 

determined by the Non·ExecutiYe members 01 Court on the advice of the Remuneration Committee, the 

membership 01 which is set out on page 70, The Governor's salary and lees ale fixed for the current term of his 

oMice from 1 .kJ1y 1993 to 30 June 1998, 

-
The Remuneration Comminee seeks to estabflsh levels 01 pay for the Bank's most senklr oMicials which 

adequale ly reflect their qualifications, experience, responsibihtles and performance, while also taking account 01 
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the Bank's posoIion WIthIn the public sector, II lakes into acoounl, with the benel~ 01 p!'oIesSlOl"l8I &OvIce as 

appropriale, lhe IeYets 01 pay and benelilS in compalClble InstitullOnS. 

(il In addItion to recommending salary IIMIls, the RefAl .... erolion COmmIttee may recommend the payment of 

bonuses as a means 01 lewarding special servlCllS. FOf 100 year ended 26 FebnJary 1998, a non·penSlOl'lllble 

bonus 01 £10,000 was paid 10 Mr Foot. For the yeareoded 28 February 1997, a non·penslOl'lllble bonus 01 CS,OOO 

was paid 10 Mr Plende~eith. 

(i ii ) The RemuA8ratiofl Committoo also keeps under review other benefits available to Directors, including medical 

insurance and beneficial klans for housing and other purposes. The latter are ava ilable to Governors end 

Executive Direc10rs on the same basis as for Bank staff. subject to any limitations that would apjlly fa a banking 

company incorporated under the Companies Acts. 

The princIpal benelrts received dUJlng the year were beneficial loans and medical insuronce, together wIth 

payments In respect at notiona l benefits 01 travel on Bank business. The lotal of all benefits was £26.753 (1997 

£15,640). 

Payments In respect 01 notJonal benems at tra\lel on Bank business arise because 01 the Inlatld AeYenue's ptlIcllCll 

01 freatlng lIawl by spouses a.ccompanying a GOYefOOf or Direclor on oIIiciaJ bus.iness as a taxable benefit The 

presence of the spoose on cenain oIIicial bvsiness is regarded by the Bank as necessary and ao::orOongly the 

Bank meets any tax: liabMy that may arise in respec! of such occaSionS. 

The Remunerotron Committee IS also re-sponsjble for reviewing the pension arrongements for current and Iormer 

E.acutMl members or Court. These are generolly provided through the Court pension scheme, whoch Is separate 

Irorn the scheme Ior staff. The cootributions to the scheme are assessed amually in accordance WIth aCluanat 

advice in orde. to lund, oYer a number of years, Ihe benelits payable to members. Due 10 the scheme beIng In 

surplus, Ihe Bank made no contribution for the year to 28 February t998. For the year to 28 February t997, the 

contribution was tt per cent at pensionable salaries. 

In certain circumstances Court, on the advice of the Remunerat ion Commillee, may grant addItIonal pensrons or 

pension entitlements to Directors, former Directors or the widows 01 former Directors. These are unfunded, bot 

proYISIon, based on actuarial advici!, is made for them in the Bank's l inancial statements. The total proviSKln In 

the balance sheel for such unlunded pensions at 26 February t 998 was £t ,475,000 (1997 £I,3SI,(XJO), of which 

£4n,OOO (1997 £254,(00) re lates to current members of Court 

The Court scheme, in which the GoYerJlOfS and Execuli'l'e Directors partICIpate, is non-<XM"ltributory and is 

~rned by an independent trust The no<mal retirement age is 60 whdl allows members to achIeve a maxImum 

pension of two-Ihirds of their pensionable salary at normal retirement age altef 20 years selVlCll. The scheme also 

pnwrdes Ior early .etirement In certain cin:umstances (including ~I--heallh). payment of a lump sum in the IMlfl1 of 

ooath in service, and allowances for spouses and dependants. Dw-ectofS who were members 01 the Staff pensoon 

scheme (note 4) prior to IheV appointment to Court may transfer therr 3CCIU8d benef~s from the Staff fund to the 

Court scheme and their pr8'lious servlCll is aggregated wilh \heir pefiod on Court. 

In the IMlfl1 01 death in servica, the scheme provides for the payment of a lump sum, WM .... ng spouse's penSIOnS 

of 50 per cent of the membe<'s base pensron (55 per celll from age 60), and O'SCfe6onary dependants' allowances. 

With the agreement of COurt, members may reti re at any ~me alter age 50 and recelV8 en immediate pension. 

This pension may be reduced to reflect early payment. Pensions and deterred pensions are fe'Iiewed annually 

and are normally increased in hne with the rise In the Retail Prices Index. 
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For members subject 10 the pensions cap introduced in the Finance Act t 989. the Bank oilers additionalunlunded 

penslOl'ls so thal their IOta! pensions broa(ly malChl\lose prcMOed by the Court scheme. During the year ended 

28 February 1998. there were three capped members· the Deputy ao.oerll(M, Mr Klrog and Mr Cavies. ProYIsion 

tor these is made in the Bank's accounts as mentioned above. These unlunded pensions are included in the table 

below. 

Year, 01 Aeetued !nerease In 

Age al servlee 10 pension as at aeerued 

28 February 28 February 28 February pension In 

1998 "" 1998 1998' 

£ £ 

Mr E A J George 59 " 156.800 

Mr DC Clementi " 3.200 3.200 

(I rom 1 September 1997) 

Mr H J Oa~ies " 2 11 .500 2,400 

(resogned 31 July 1997) 

MrMAKing " 7 ".900 '."" 
Mr I Ptendefteilh ,.. 32 78.800 3."" 
MrMOKWFooI " 28 ".000 1.100 

MrT AC!ark " 26 59.100 "" 
. n..-.. inaoox:rue<l pensoon~!he _ __ ..,._Ior...-.. 

(1'/) No Governor or Executive Oirector has a servi<:e eont!aet WIth the Bank. aoo the terms 04 their empbJment 

contaIn no provision tor c:ompensation on early termination 01 employment Governof$ and Exec:utiw Directors 

ara reqUlled to provide servrces only to the Bank. With Court's applcwat oilIer direclorships relevant to the Bank's 

work may be accepted. but any fees must be paid 10 the Bank. 

(~) A total 01 t 2 Non·Executive OireclOrS served during the year ended 28 February t998 (1997 12). In 

accordance with the Bank'S Charter 011946. a fee 01 £500 (1997 (500) per annum is payable 10 each Director. 

(~I) Sir Oavid Sctlo ley. who retired on 28 February 1998. rece ived a lee 01 £14.000 (1997 £7.0(0) In respect 01 

hiS service as a member 01 the Board 01 Banking Supervision. 

4 Pension costs and other post-retirement benefits 

Tile Bank operates defined benelit pension schemes providing b&neIils based on final pensionable pay. The 

assets of tile schemes are held separately by the BaoJr. in in!Iependent trustee·admlnistered lunds. The Bank also 

proyides other posHelirement benems. principally healt/lcare, tor certaIn pensioners. 

The maIn pension scheme, the Bank 01 England Pension Fund. is valued eYefY three yeals by an independent 

quahlied actuary. The latest actuarial valuatlOl'l was as at 29 Febfuary 1996, used the p.ojected unl' method and 

showe(Ithat the actuarial value 01 the Fund's assets replesenled 120 per C8f1t 01 the benefits that had ilCCrued to 

members at that aale. aher allowing tor 1u!ure incfeases if' eafnlngs and pensions in payment The market value 

01 tile Fund's assets at that lime was £1,348 million and the leqUlred future service contribution rate tor the year 

to 28 February 1998 was 21.6 per cenl (199721.2 per cent) 01 pensionable eafnings. For ttlB purposes of the 

Bank's 1998 financial statements, some allawance has been made tor IIle eSlimaled ellect 011he abolition of the 

tax cred~ tor UK equ ity dividends. Subject to review at the nexltriennial actuarial valuation (due as al28 February 

1999). the principa l assumptions have been amended such that ltlB tong telm rale of return has been reduced by 

0.25 per cent per annum. This means that, over the long talm, the return on new inveslments would exceed the 
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rate 01 itlefease In salaries by 2.25 per cent (reduced from 2.5 pef cent) and the rate 01 Increase in pansioM by 

4.25 per cent (/llduced Irom 4.5 par cent). It was also assumed that the eqo.oity dividend ~ would equal the 

rate 01 luture pension incfeases. The surplus remains of such a size that the Bank has no need to make a 

contribution and ac;:c;ordingly has not done so. 

The other post· retirement benetits are untunded and provision, based on aCluarial advice. is made tor thoe liability 

In the Mandal statements. The principal assumption used In <k!termining the reqUIred provISIOn was that the rate 

of Increase in medical C(lsts would e~ceed the rate 01 inMtion by 3 per cent. 

The total C(lSt 01 all post· retirement benelits for the )'(lar was £15 mmion (1997 £9 million). £17 million (1997 

£21 million). representing the excess 01 the pension amounts lunded over the cost . is included In other assets. 

£102 million (1997 £94 million) representing the provision in respect of oth er post·relirement benefits is included 

in other liabilities. 

5 Payable to HM Treasury under Section 114) of the 
Bank of England Act 1946 

Payable 5 Apr~ 

Payable 5 October 

6 Tax on prafit on ordinary activities 

United Kingdom C(lrporalion tax at an average rate of 31.2 per cent (1997 33 per cent) 

Prior )'(lar· corporation tax 

• deferred ta~ 

Oeterred taKatlon 

. adjustment on account of changes in the tax rate 

1998 1997 
(m fm 

" 
" 

" 
2S 

10 49 

"" "" 'm tm 

39 " 
'" (61 

1'1 

'" 
(19) 

39 " -
The charge tor taxation is computed on the residual profit on ordinary aClivitres atter dedr.lC1lon 01 thoe amount 

payable to HM Treasury. FOI 1998, thoe actual tax rate was higher than that calculated using the average UK 

corporation tax rate 0131 .2 par cent as a deterred lax assel has nol been recogtllsed In re$pOCl 01 certain tlming 

dilltHences. The C(lrporation tax rate was changed Irom 33 pe!" cent to 31 per cent with elled Irom 1 April 1997. 

The deferred tax asset of f:7 million (1997 rs miI6on). included in other assets. is comprised as toIows: 

"" "" tm tm 

Shoft·term timIng 6Ite<ences "I 
AcceIefated capital altowances 2 2 

Dlher timing differences (9) (91 

(7) .2! 
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The ITIOYBment on !he balance for delefred taxation Is as 1oHows" 

At 1 Ma/ch 1997 

Adjustment on account of changes in the tax rate 

At 28 February t998 

'm ,., 

Ta~ of £:1 million (1997 fI million} has not boon prOVIded in resped 01 IUflher aoceterated capitat allowances as 

the provIsion at 28 February 1998 is considered adequate. 

7 Assets ond liabilities 

1998 1997 

'm 'm 
Sterling/non-sterling analysis 01 assets and liabilities: 

Assets: 

Denomonated In ste<ting 9.529 5.232 

DenomInated in CUrrencIes other than sterling .. "" 1,075 

~ 6.307 

An analysis 01 the foreign currencies held IS given below 

"'" '" ... 
SUS '.329 '" 0',,, '" 99 

4,062 ~ 
LI~bllit;es: 

Denominated in sterling 12.5t6 5,235 

Denominated in currencies other lhan sterling 1.075 1,072 

13.591 6,307 

An ana lysis 01 the foreign currencies held is given below 

Gold '" '" 
'US '" '" 
Other '" " 

1,075 1,072 

Included in assets denominated in foreign currencieS are US dollar deposits 01 £:2.983 mHlion arising from swap 

transactoons and on which no significant exchange e~posure arises. The forward leg 01 the transaclions is valued 

al maJket value and ino:;II.o(jed in other assets or other liabolities, as appropriate. These swaps have been 

uncIertaken as pat1 01 the Bank's operations in the money market, 

The totat assets and IiabiInoes 01 \he Bank at 28 February 1998 reflected pat1icular markel oondibons at !hat date. 

The bad<.ground 10 these markel conditions is given on page 69 01 the Diree1ors' Report. Since \he end of \he 

Bank's financial year. the balance sheet has returned to a more normal size, 

8 Treasury and other e l igible bills 

1998 1997 

£:m £m 

Brllish government Treasury bil ls • , 
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9 l oans and advances to banks, the money market 
and customers 

RemaIning malumy: 

Loans and advarlCes 

· over 5 years 

· 5 years or less buI over I year 

· I year or less but over 3 months 

·3 monlhs or less 

• Repayable on demand 

IrlCluded Nllhfl above are assels acqUIred under reverse 

repurchase agreemenls arnounlNlg 10 [not (/997 £2.426 million) 

The gross amounl due Irom subsidiaries. 

betore provisions. (fIOIe 12). also rouded in the above 

10 Debt securities 

",. 
Balance sheet Market v~lue 

[m [m 

Inveslment secur'llles: 

• British govemment securities. 

listed on a recognised UK Exchar'IQe '.363 1.602 

Due wilhin 0r'III year • " Due one year and over 1.355 1,592 

1,363 ~ 
' m 

Nel unamorliSed discounts aM premiums 55 

MovemenlS in detlt securities were as IoIlows: 

Discounts and 

Cost premiums 

Cm 'm 
All March 1997 1.184 " 
Amortisallor1 01 di$COUf1lS and premiums " """.,.. " (2) 

Redemplions (15) (3) 

AI 28 February 1998 1,265 98 

1998 1997 

[m tm 

, , 
, , 

'" 95 

10,758 3,885 

'" '" 
11 ,336 ~ 

1998 "" 'm tm 

m '" 

,." 

BslsrlCfl sheer Msrker vslue 
tm tm 

1,275 1,464 

" " 1,257 1.446 

1,275 ~ 
tm 

80 

Carrying 

value 

'm 
1.275 

" 
" 

(18) 

~ 

REPOR T & ACCOUNTS 1998 



.. 

11 Equity shares and participating interest 

InvestmEml s&curilies - unWSled equity shares 

ParticIpating in.eres. - unlisted 

( a ) Investmenl secu rities 

'99' 
Balance 

sheel-cosl 

Em 

63 .. 

Dlre<: tOf1l' 

vatuatlon 

Em 

" 
" 

The principa l holding 01 equity shares inc luded in 11lII8slmenl s9Curllles is as 101lows: 

Bank 10< International SeMlements shares 012,500 Swiss gold lrancs (25 per cam paid) 

(Incorporaled in Switzerland) 

Cb ) Partlclpalrng Interest 

" 

"" Directors' 

valuation 

Em 

" 
" ". 

Percen.age held 

1998 1997 

" ' .2 

ThIS is !he st&fling equivalen. ot lhe Bank's contribution 01 ECU 94,5 million to the Ilnancial reSOUr<:e5 ot \he 

European Monelary Institule, a body established by European Trealy These resources, 01 which lhe Bank's share 

is 15,35 per cent, are irM!sted by the European Moneuuy Instllut& 10 provide ~ witIllhe income needed to finance 

its oparalions. The contribution Is expeCled 10 be repaid wi!hln 12 mon!hs.loIlow1ng ttle dissolution of !he EMI, 

and haS been accounled 10< as an rnvestm&nt, The majority 01 !he Bank's contribution Is hedged against 

moYemenls In exchange rales by a deposit, also denomrneted in ECU (noIe 16). In previous years ooth 

contribution and deposit have been accounled Ior al cosl being the sterling value at Ihe dale of Iransaction As 

the conlribulion and lhe depos~ are expected 10 be repaid wltNn 12 monlhs bolh ere r9C(lrded althe elCchange 

rate ruling et 28 February 1998. 

12 Shares in group undertakings 

COst 01 shares in group undertakings (all 01 which are subsidiaries) 

In addition. gross advances 10 subsidi<tries, belore p.OIIisions, inCluded under loans 

end advances to banks. the money market and euSlom&rs (noIe g) amour'll to 

1998 1997 
Cm rm 
18 18 

137 "2 

The accounts 0I1he subsidiaries de.ailed below have noI been consolidaled with those 01 the Benking Departmenl 

because, in the opinion 01 the Directors. the eHect 01 including Iheir assets,lialHlilies and resulls with !hose 01 the 

Bankong Department woukl 001 be malerial. 

(a ) The NMB G roup plc 

Throughout the year erlded 28 February 1998, the Bank held the entire issued SMre capital 01 75 million £1 

ordinary SMres in The NMB Group plc (NMB), which is incorporaled In Great Britain, The investmenl in lhis 

company IS included In Ihe Bank's balance sheet at a nominal Cl , 

SANK OF ENGLAND 



NMB was one 01 several insblulioos supponed by !he Bank in 1991fl~2. ,n an operabOn deSIgned 10 prevenl 

liquidIty problems lacing a few smal banks trom spreading more widely th<ough lhe b3nIong system The 

acquisition 01 NMB by Ihe Bank In September 1994 changed lhe Iorm of lhe Barll($ $Upporl. bull1()! the $Ub$IaI"108. 

The proYislon in relallOl1 to s!JWO(t opera~ons has been reduced to £85 million el 28 Feb<uary t 998. of which 

£83 million ralales 10 NMB. ThIs IoIIows reductions from £115 million as at 28 February 1993 to £105 million al 

28 February 1994. and to £95 million at 29 February 1996 and 28 February 1997. 

Included in Ihe Bank's ba lance sheel w~hin 'loans and advances 10 banks' is £137 mi ll ion (1997 £162 million) Janl 

10 NMB wh ich is lhe NMB group's prirn:ipal lunding. In addilion, the Bank has givan an indemnity agaInst losses 

on the NMB's asset portfolio. Alter taking account 01 this indemnity, Ihe NMB group's accounlS Show nat assels 

01 nil and the resu lt lor Ihe year is similarly nil, as any change in the underlying position 01 NMB is ,allected In a 

mo\l8menl in proo.islons. 

The consolidated !!(:COUnts olTtlt! NMB Group pk: as at 28 February 1998. wh;ch bear an ur.Qua~lled audit 'epon. 

show: 

The NMB Group plc 

Morlg&gllloans 

Ct/rrenl assets 

Credil~: 

Bank 01 England 

Other liabilities 

Equity share capItal 

Accumulaled delicit 

(b) Mlnones Finance Lld 

"" tm 

" 
" 14i 

(137) 

") 
(t4 1) 

rift 

" 
(75) 

-;;a 

"" tm 

'OS 

" ... 
(162) 

(') 

(166) 

"" 
" 

(75) 

"" 

Throughout the year anded 28 February 1998, Ihe Bank held the entire Issued share capilal 01 t2.5 milliofl (1 

ordinary shares in Minories Finance lid (MFl). which is incorporaled in Great Brilain. The investmenl In rnls 

company Is rncll.'ded In the Bank'S balance sheel al 28 February 1998 at £13 mi ll;on 11997 £13 miII>on). As a 

cordlion 01 raducl;ons in eapiral in ..... ne 1967 and NoYember 1996. Itlt! Bank gave indermltles whereby any tuture 

delici1 in MFr.:s sharehok:iers' funds would be made good by the Bank up 10 a maximJm 01 (63 million in lotal 

MFr.:s IIOOOUflls as at 31 December 1997 beat an unqualif;ed aud~ repor1 The company has oonbnued its 

principal acrMty of realisabOn 01 loans and OIher non-liquid assets whrch, WIth rncorne genellltlrog rnonelary 

assets, CXII1'Iprise its remaining asselS. MFl wiK continue 10 pursue repaymenl at its remainrng OUISlandlrog loans 

and advances. A dMdend 01 £1 million has been declared and rel\ec1ed III !he Bank·s accounts. 

The IIOOOUflIS 01 MFl stK7.Y· 

Proli1lor IIle year to 31 December 1997 £1 million 

Accumulated reserves as al 31 December 1997 alter provision !or dIvidends (7 mi llion 

Net assels al 31 December 1997 aher provis;on tor dividends (19 mill;on 
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(c) Other subsidiaries 

Investments in OIher subsidiary companies. aI 04 which are wholly owned and incorporated in Great Br~ain. are 

Slated In 1I1e Bank'S balance sheet at an aggregate cost or £:5 million and include: 

Debden Security Prinling lid 

BE Servo:;esl1d (ceased operallOns 31 Ma.ch 1997) 

B.E. Property HOldings lid (NoM.ading) 

B.E. Muser.rm lid (Non-trading) 

The Securllies Managemenl Trust lid (NorHrading) 

100.000 shares 01 £1 

S.OOO shares 01 £:1 

5.000.000 shares 01 £1 

10.000 shares 01 £:1 

1.000 shares 01 £1 

The nel aggre-gate resulls 01 the subsidiary companies aNribu lable to Ihe Bank. which have nOl ooen dea ll wilh in 

lhe financIal statements ollhe Banking Department and wh ich are Sla led by relerence 10 audiled accounls (a ll 01 

whICh bear unqualified aud it reports) are as follows: 

Forlhe year ended 28 February 1998 

Aocumulated pl"oIits since formatIOn 

The aggregate net assels ollhese subsidiary companies are £6 m~lion. 

13 Tangible f ixed assets 

Lease, 01 lease. 01 

Freehold so years less than 

land and or more " .... 
btJlldlngs une~plred uneKplred 

Cost or valuallon 

At 1 MarCh 1997 m '" 2 

AdditIOns " 
Disposals (2) 

Reva lual ion " 
At 28 February 1998 '" '" 2 

Accumulated depreciation 

Al l March 1997 

Charge for the year " 
On disposals 

At 28 February 1998 " -
Net book value a128 February 1998 m ~ 2 

Net boOk va/v(I al 28 February f99T '" 15' 2 

COSl or valuatron at 

28 February 1998~: 

At 1998 valuation '" 
At 1997 valuation m , 2 

At cost " 
'81 ~ 2 -

.. BANK OF cNGlAND 

'm 

'm 

Equlpmenl Total 

'" .. , 
5 " 

(1 1) (13) 

" 
'" '" 

" " 
" " 

(10) (10) 

75 85 

...1: '" 
'" 

,., 

'" 
'" 

'" '" 
'" <5, 



Included in leasehold premIses (50 years and <M:!f) is an inveslmenl properly held al opetI marlull value 01 

£156 m~hon (1997 £146 million) which was valued by SI Quinbn. Chilflere(l Surveyors as al28 Fttbruary 1998 

The ligures lot othel properly intelests relied a professional valuabon 01 Bank freehold and leasehold propertres 

as al 28 February 1997. Certain prOpertres lhalthe Bank intends to vacate and wfIich are avaaable!or sale have 

been valued al an opetI marl(el value. The figures relaling 10 other property inleresls relied a valualoOfl on an 

open markel value Ior e~isting use basis. 

The Bank occupies a 5ma" proportion of the investment property IOf its own IXlfpO$eS. The Bank occupies its 

o ther properties lor its own purposes with the exception 01 an immateria l proporlion. 

Contracts !er capital expend iture authorised by the Oirectors and outstand ing at 28 February 1998 total led 

£1 million ( 1997 £6 mlmon). 

14 Deposits by central banks 

",. "" Cm Cm 

Remainong maturily: 

. 1 year 0' less but 0\I8f 3 months H' 92 

. 3 months Of less but not repayable on demand ." '" Repayable on demand 298 '" 
' ,060 ' ,082 -

15 Deposits by banks 

"" "" Cm Cm 

Cash ra tio deposits 2,562 1.90 1 

Other deposits repayable on demand 235 35 

~ 1.936 

Cash ratio deposits are computed on the basis 01 banks· eligibje liabilitias. Any change in the amount due. as a 

result 01 either the gain or loss 01 authorisation under the Banking ACt 1987. tha twir;e yearly recalculation of 

deposits or a change In the percentage used tor calcu lation. is payabje Immedrately. Changes to the cash ratoo 

deposits fllgime are set out OIl pages 66-67 01 the Anooal Report. 
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16 Customer accounts 

"" "" [m Cm 

Remaining maturity: 

1 year or less but 0Ye1 3 mortltls: 

· PuIJIic deposits 62 " 3 months or less but 00\ repayable on demand: 

· Public deposits 3 30 

· Other deposits 6 

Repayable on demand: 

· Public deposrts '" 367 

· Deposit by Issue ~par1ment 7,337 "'" 
- OIher depoSits .,7 "" 

8.211 1,883 

Public deposits are the balances on Government accoonts, includIng E~che<!uer, National Loans Fund. National 

Oebl ConvrvsSIOOef'S and dividend accounts and include a deposit, denominated in feu. trom the Exchange 

Equalisatl()ll Account. 

17 Other liabilities 

Include: 

Payable to HM Treasury 

Due to sUbskliaries 

ProviSion Ior posHe!;.emen! benefits 

18 Capital 

1998 1997 

Cm Cm 

" 
7 

"2 
9 .. 

The entire capital comprisi ng £14.553,000 01 ean~ Stock is held by the Treasury Solicitor on behalf 01 Her 

Majesty's TreasUlY, 

19 Reserves 

Profit and 

loss account 

Balance at 1 March 1997 902 

Retained profrt for \he yea. 70 

Surplus on revaluation 01 property 

Balance a128 February 1998 972 

BANK OF ENGLAND 

Investment 
property 

Revaluation ,evaluation 

reserve reserve 

III loe 

" 
III It. 

[ m 

Total 

1.127 

70 

" 
1,207 



20 Statement of reconciliation of shareholder ' s funds 

ShateholdefS funds al , MatCh 

Relained profit I« lhe year 

Surplus 00 revaluation of property 

Shareholdefs fundS at 28 Februaty 

21 Cash flow statement 

" .. 'm 
1,t42 

70 

" 
1,222 

"" 'm 
'.083 

" 
" 
~ 

(f) Re<:onclllaUon of operating profit to net cash fnflowl(out1'ow) from operating activities 

Proli1 after provisions and before lax 

Increase in interest re<:eiVable and prepaid expenses 

Increase in interest payable and accrued expenses 

Depreciation 

EHeel 01 othe< deferrals and IIC(;J\lals on cash flow 

Net lncteasel(deesease) in foreign currency deposits 

Net inaease in other deposits 

Net (increase)ldecrease In Ioreign currency adVances 10 banks 

Net (inctease)ldeelease in Treasuty and other eligible bits 

Net increase in advances to banks and customers 

(Nl(:juding reverse teputchase ag<eements) 

Increase In debt seeu r~ies held 

Net (increase)Idecrease in other assets 

DecUtasel(increase) in ilems In course of colleclion 

Net cnh Inllow/(out1low) from operating activities 

(11) Capital expenditure and IInanciallnveslmenl 

Repaymenl 01 cap~al by subsldiaty undenaking 

Purchases of premises and equipment 

Proceeds from !lales 01 premises and equipment 

(IIl)Anatyals of lne balances of ClISh lIS shown in the b"l"nce sheel 

Cash 

Advances 10 banks repayable on demand 

" I Mareh 

"" 'm 
9 

'SO 

". 

"is 

'm 

'" 
(60) 

9 

" 
(9) 

" 
7,164 

(2.857) 

(') 

(4,021) 

(81) 

(5) 

20 

373 

"is 

'm 

(12) 

3 

...J!) 

Cnhllows 

'm 
(7) 

'" 
'67 

'''' reS/iliad 

'm 

'" 
(2) 

(1) 

26 , 
(48) 

'" 
" 
" 

(557) 

(128) 

, 
(24) 

(378) -
"" re$lllled 

rm 
2' 

(15) 

" 

.. 
28 February 

"is 
rm , 
<5, 
." 
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(i\I) The cash,low statemenll\as been prepared under the .evised FRS. and is 1/1e.elore presented on a ditlefent 

baSIS '0 l)fe'l'OOUS years. The comparative figUles have been .estated on the same basis. The delini.ion or cash 

in 'he standa.d is noI whotly apprOpriate ro rhe Sank. The Bank IIlQI.mes a slOCk or hQuodOry !or operational 

pu.poses and legalds advances 10 the money market and banks. Treasuoy and OIher elogible bills. and reverse 

lepulchase agreemenls as a pool or assets !or these PUlposeS. The alloca.ion or thIS Iquidiry between the 

cornpooen.s depends upon prevailong malkel condihons. The Sank'S 'o'allquldiry poSItion a. 28 February '998 

was as Iollows: 

A< A< 

1 March 28 February 

1997 Cashllows "" £m £m £m 

Cash 9 ", 2 

Advances to money market and certain banks 

(H1cluding reverse lepurchase agreemools) 3.03' 7.227 '0.258 

Treasury and OIher eligible bills 3 • 
~ ~ 10.264 

The change In Ihe liquidity pos,tron .a,leets lhe changes in deposits, l)fulCipally .he Issue oepar1ment deposi. (note 

.6) and is a consequence 01 maf1(e1 condi1101lS allhe end oIlhe linancaal yea •. 

22 Related Parti e~ 

(a) HM Government 

The Bank pIOVldes several seNOOOS to i.s shareholder. HM Treasuoy. and'o other Government departments and 

bodies. 

The main services during the year 10 28 February 1998 ware:· 

provision 01 banking services, including holding tha princ ipal accounts 01 the Government 

debl managemenl. IncludIng managemllnt 01 thll ISSue. on behall Or lha Government, 01 short and Iong·term 

debt and proviSIOn 01 registration services in respect 01 gi lt-edged Slacks 

management orlhe E~change Equal isalion Acoounl 

managllfTlBfllo1 the Notlllssue. including prinllng 01 noUtS 

operalion 01 sanctlOflS agaInst spec~ic countrills. 

The aggregale balances on HM T.easuoy and olhllr public sec10f accounts are disclosed in note 16 as public 

deposItS. The tolal charges maoo 10 i30Yernmenl are disclosed In note 2. 

(b) Group undertakings 

All malerial transac1ions and balances between !he Bank and ilS subsidiaries are disclosed In note .2. 
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(c) Directors and OWcers 

The 10UowII"Ig particula($ relate to loans giYeo or arrar-.ged by lhe Bank 01 England 10 o.rectOfS and OI1icers 01 the 

Ba .. and persons connected wilh lhem: 

" .. "" Total amount Toflll llmounl 
oulstandlng Number oulsfllndlng Number 

"'" rooo 
DirOClors '" • 25. • 
OI1lcers .65 " 1.240 " 
Thoro were no Olher Iransectlons lhat would be requIred 10 be shown under Ihe prOVISions ollhe Companies Act 

1985. None 01 lhe Dirac lOrs or OHicers had a malenal inlereSI. diractty or indiraclty. al any lIme during Ihe year in 

any 01her signillcanllransaCliOll Or arrangemenl wilh lhe Bank Of any of ilS subsidiaries. 

The above inlormalion concernIng OHicers is presenled only In reSpecl 01 those employees 01 IIle Banlc who would 

be conSidered as maMgers. ellher Wlth~ the meanIng 01 the Bankong Act 1987 Of as delined under Frnancial 

Reporllng Slandard 8. 

(d) The DepOSit PrOlectlon Board 

The Bank pr<Mdes. and charges for, !he 5ecfela.ial Ior Ihe Depo:$Il Protecloon Board. a separale legal BI111ry 

&Stalllrshed uf'(ler !he Banking Act 1987. The GoIoernor. Deputy GoYemor and ChIef Cashoe< are eK-ottlClo 

membG<s 01 the Board. The remaonong members 01 the Board are 8ppOInled by the GoYernor and Incluoe rhe 

ExecUINl Director respOnsible 10. SupefVision and Surveillance. The Bank also prOVIdes banking ladlilies 10 the 

Board. including advances wllhin kmots ageed Wllh HM Treasury. The balance due from the Board al28 February 

1997 was [10 miHion. ThIs advance was repaid to the Banlc during l1le )"Ba. 10 28 February 1998 

Under the Bank 01 EnglaOO Act 1998. the G(1V(lmor and Chiel Cashier will cease 10 be ex-oMicio members 01 the 

Board wilh eHact Itom I June 1998. Ilom when Ihe G(1V(l lnor will also cease 10 appoinllhe remaining members. 

The Daputy Governor responsible tor Financial Stability will be a member 01 the Board ex-offICio. The Bank will 

no long&r provfdelhe Sacretaliallar the Board bul will conlinu& to prOVid& banking tacilll ies. excluding an advanco 

lac ility. It Is considered lhal IhEt Board will cease to be a related party 01 the Bank. 

(e) The Bank's pension schemes 

Th& Bank prOVIdes the secretariat. lhe inveSlmenl management aOO some cuslodial selVlCllS 10 lhe Bank's 

pen~Ofl schemes. In the year 10 28 February 1998 no charge was made !or lhese seMees Th&se atlovohes are 

undEtrtaken on behalt 01. and und&r the supelVision 01. rhe truSleBS 01 the schemes. There were no male<Jal 

l.anS3Clions between lhe Bank and the pef1S101l schemes during lhe )"Bar 10 28 February 1998 

(I) Other entities with links 10 the Bank 

In rhe normal course 01 ~s acllYnies as a central bank. lhe Bank has retatoonshlps. involYlng some rt!preSlfllaloon 

81 maMgemef1l leve1 and particlpabOn in tunding, w~h interMlionaland domeSlic insblUlions. W,th lhe excepbon 

01 the EUrope;In Monetary InstAute, In which il has a parbCrpatNlg Inl8<&S1 as dIsclosed in note 1" the Bank does 

not conS;der Ihese Instilutrons to be r&tated parties. Thel& wele no malarial transaCloons WIth me European 

Monelary Inst~ut& during me y&a l. 
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23 Post balance sheet events 

The FInancial Services Authority 

From 1 June 199£1, the responsibility under the Banking Act Ior banking supervision wiM transler hom the Bank to 

the Financial Services Authority (FSA), whose chairman is a Non, Executive Director 01 the Bank, The Bank's 

Supervision and Surveillance divisions with arOund 470 staff will tranSler to lhe FSA on Ihis date, Until the relevant 

staft actually ITI()Ve to lhe FSA's own premises· expected to 00 mainly in the autumn ot this year· the Bank will 

provk\e, arxl charge 10., accommodation arxl other services lor these stall, 

.. 

2 4 G eneral 

(I) Operating lease commitments 

Attne )ltar end, annual cornmiIments urxler 

non-cancellable operatrng leases were: 

expinng WIIhon one year 

exprrrng on live years 0/ more 

(11) Average number 01 employees 

Land and 

bul1dlngs 

'm 

"" Computer 

and other 

equipment 

'm 

"., 
Compvler 

L.nd.nd .ndotlwr 
buildings equipment 

Cm Cm 

The average number 01 persons employed by the Bank during the year was made up as loIlows: 

"" "., 
Governors arxl ExecutiV(! Di rectors 6 6 

Managers and ana lysts 529 ,,, 
Clencal staft t,757 1,854 

TechmcaVother t ,091 1,226 

3,383 3,597 

25 Contingent liabilities 

Contrngent liabrlitres and commitments, some ot vmich are otI$et by COIfespondffig obligations of third parties. 

anse ,n the normal course 01 business, inducIing conlingenlliabilities in respect 01 guarantees and indemn~ies in 

COIlntK:lron with liquidity support operations, There are also Iorward contracts for the purchase end sale of Ioreign 

currencies, Provision is made Ior any esbmated Iffec<l'o'efable IiabiIiIy that may arise from these transactions. 

As pari of ~s 00/11'181 business, the Bank acls as custodian of its customers' assets and fullils an agency rote. No 

StgI'lifrcant irrecoverable liability arises from lhese IransaClionS, 

In '993 and t994, writs were issued against lhe Bank by certain depositors In the Bank of Credit and Commerce 

International SA claiming subslantial 001 unquantil ied damages, 
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On 30 July 1997, Ml .kJslice Clarlw dismissed a. the claims against the Bank, ThiS deciSIOn is subjec110 an appeal 

by the plainlills. The Banl(s DireC10rs are 0I1he opin;on lhalthe Bank has a strong detence agaonSllhe claorn and 

wiI1 oppose lhe appeal vigorously. Accof(lingly no prOYision IS made in these hnarlClal SlatemenlS. 

Sonce 1 930 there has also been a conIirogenl liability. oonorrw.ated in Swiss gold lrarICS. in lespec1 01 uncalled 

ca.p/lal 01"1 the Banlt's Investment in the Bank tor Intemalionat SeMlemenls. The slefling equivatent 01 this liability 

based on the ~d maIMt pri<:e al lhe balance sheet date was £15 1 millIOn (1997 £184 million) 

26 Date of approval 

The Court 01 Direc tors approved the linallClal statements on pages 76·97 on t 3 May 1998. 
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ISS UE DEPARTMENT 

ACCOUNT FOR THE YEAR 
ENDED 28 FEBRUARY 1998 

Income and profit s: 

Securities of. or guaranteed by, the British Government 

Other securities 

E~penses : 

Cost of production of Bank ootes 

Cost 01 issue. custody and payment of Bank notes 

Other expenses 

Payable la HM Treasury 

STATEMENT OF BALANCES : 
28 FE8RUARY 1998 

Assets 

Securities of, or guaranteed by, the Br it ish Government 

Other securities and assets including those acquired under 

reverse repurchase agreements 

Tolal assets 

Uablllties 

Notes issued: 

In Circula tion 

In Banking Department 

Total liabilities 

.. BANK Of ENGlANO 

Notes 

2 

Notes 

3 

4 

5 

1998 1997 
Cm :Cm 

977 

604 

839 

441 

1,581 1,280 

" 
19 

3 

39 

20 

3 

53 62 

1998 1997 
Cm :Cm 

1,162 

22,388 

~ 

23.548 

2 

~ 

10,374 

11 ,646 

E!E!! 

22.0" 

9 

22,020 

E A J GeORGe Governor 

o C CLEMENTI Deputy Governor 

SHEILA MASTERS Director 

G MIOGLEY Deputy Director 



NOTES TO THE ISSUE DEPARTMENT 
STATEMENTS OF ACCOUNT 

Accounting policies 

The statements 01 account afe prepafed 11 accordance wilh the requirements 011ha Currency and Bank Notes 

Act 1928 and the National Loons ACI 1968. All profits oI1he note issue lire payable to the Natoonal Loans Fund 

• The statements 01 account lIrs prepared 011 the basis 01 amoums receiY8d and paid as mod;!ied by the efleets 

01 the revaluation 01 securities. 

b All secur ities ar, reva lued and ar, staled in the balance sheet at this valuat ion, Longer·dated stocks are 

value<! al mil;!-markel prices. Bills afe va lued at an average price approx,maling 10 market prICe, The last 

valuation was made at 26 February 1998. 

c It the revaluation of securities shows a net gain this is oocluded in income. A delicil is not laken aga;"s! income 

but is sallied by a transfer from the National Loans FllIld. 

2 Expenses 

The el<j)8Oses shown here represent charges f,om the Banking Oepartmellllor costs incurred In relation 10 the 

Note Issue. 

3 Securities of , or guaranteed by, the 
British Government 

These Include Brilish Governmenl $locks. Treasury bins and ally Ways and Means advance IQ the Na'tonal 

Loans F...,d . 

4 Other securities and assets including those 
acquired under reverse repurchase agreements 

1998 "" 'm 'm 
Commercial bills 1.087 2.898 
Oeposlt with Banking Depar1ment 7.337 "'" Other assets 13.964 7.'" 

22.388 11.646 

5 Notes ;n circulation 

"" "" 'm 'm 
£1 (a) 55 56 
t5 U,3< 1.047 

'" 5.960 5.915 

'" 10.621 9.559 

'" 3.'" 3.273 
OIlier noles (b) 2.242 2.151 

23.548 22.011 

• No £1 noles have been ISSued since 1984 . 

b Incfudes hlQhef value noles used internally in the Bank, for example as CO\Ie.!or,he note issues ot banks in 

Scotland and Nontlern heland in excess o1lheir permilted iswes. 

6 Dote of approval 

The Court of Oirectors approved Ihe sl.'ements 01 account on pages 98-99 OIl 13 May 1998 . 

REPORT & ACCOUNTS 1998 .. 



ADDRESSES AND TELEPHONE NUMBERS 

IIiliI 

Head Ollke 

Threadneedle Street 

London EC2R 8AH 

0171 601 4444" 

Registrar's Deportment 

Southgate House 

Southgate Street 

Gloucester GL 1 1 UW 

01452 398000 

Printing Works 

Langston Aoad 

Loughton 

Essex IG10 3TN 

018\ 5086221 

Leeds Cosh Centre 

King Street 

Leeds LSl IHT 

01132441711 

• General enquiries relating to the Bank may be made on 0171-601 4878 or by e-mail on 

enquiries@bankofengland.co.uk Information about the Bank and its publications and additional 

telephone numbers and e-mail addresses are available on the Bank's websile at 

hup:Jlwww.bankolengland.co.uk There is a page on the Bank's websile dedicated to euro-related 

inlormalion and publications at http://www.bankofengland.co.uk/euro.htm 

Enquiries relating to the Bank of England Quarterly Bulletin and Inflation Report may be made on 

0171·6014030: Financial Stability Reviewon 0171·60 1 5191: and Bank of England: Monetary and 

Financial Statistics on 0171·601 5353. 

BANK OF ENGLAND 



ADDRESSES AND TELEPHONE NUMBERS 

Regional Agencies 

THE SOUTH EAST AND EAST ANGLIA 

1 New Change 

London EC4M 9AA 

01716014335 

GREATER LONDON 

1 New Change 

London EC4M 9AA 

0171 601 5001 

CENTRAL SOUTHERN 

PO Box 15 

Canister House 

27 Jewry Street 

Winchester 5023 alP 

01962840161 

SOUTHWEST 

Redcl iH Quay 

120 RedcliH Street 

Bristol BS 1 6HU 

0117 9277251 

WALES 

Emperor House 

Scon Harbour 

Capital Walerside 

Cardifl CFl 5WA 

01222453600 

WEST MIDLANDS 

Cornwall Court 

19 Cornwall Street 

Birmingham B3 2DT 

0121 2002599 

EAST MIDLANDS 

3rd Floor Minerva House 

Spaniel Row 

Nottingham NGl 6EP 

011 59474577 

YORKSHIRE AND THE HUMBER 

King Street 

Leeds lSI lHT 

01132420355 

NORTH WEST (LlVEAPool) 

AND NORTHERN IRELAND 

Lancaster House 

Mercury Court 

Tilhebarn Slreet 

Liverpool L2 lOP 

015 1 2272553 

NORTH WEST (MANCHESTEA) 

PO 60)[ 301 

82 King Street 

Manchester M60 2HP 

01618346199 

NORTH EAST AND CUMBRIA 

PO Bo~ 2BE 

Alderman Fenwick's House 

98-100 Pilgrim Slreet 

Newcastle upon Tyne NE99 2BE 

01912611411 

SCOTLAND 

19 St Vincent Place 

Glasgow G 1 20T 

01412217972 

REPORT & ACCOUNTS 1998 
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