
Report of the Auditors 

TO THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND 

\1 '(' hm'~' :iudih:d till' lin~nda l stnl('111cnts of the B;mking Depart ment on pa!;cs 64-83. and the s ta te me nt s of account of 

Ih<,; 1"'1'" IkparlnK'nl Oil I)agc~ 84 -86. 

RESPECTIVE RESPONSIBILITIES OF THE MEMBERS OF (OURT AND AUDITORS 

The tl.lcmbcr' ofCourl 3rt' rc<pon<iblc for preparing the /lnnual Ikporl. ind udi,,!; as described on page 53 , the 

!In:''lc;:.1 ,1:lle lllel1[' and the statements of account. We hal'" takcn our responsibilities. as independent auditors. to I>c 

lhu'l' ",hILh would hal"" applied if Ihey had been es tablished primari ly by the Companies AcIS. and those appl ied by the 

I\UdllltlS l'racllccs Board. and our profession"s dhical guidance. 

Wc report lu you our opinion as 10 ""hl'lhI'T Ihe financial Slalement~ of the Banking Deparlment gi,'1' a fair presentation 

;!nd arl' pruperly prepared on the basis of nOlI' I (a). We also re!X>rtto you our opinion as 10 whelher the statements of 

aCLount of I ~~ue Deparlment gi'e a fair presentation. and arc properly prepared on the basis described on page 85. 

~\lrthcnnore. \\'1' reporllo you if. in our opinion. the Re!X>rt from Members of Court on pages 50·59 is nOI consistent 

\\'llh Ihe fina llcial ~ Iale lllent s and Ihe sta tements of account. if Ihe Bank has not kept proper accounting records or if \\'1' 

ha"e nOI recci~ed all the information and t'xplanalions wc require ror ollr audit. 

Wc (cad Ihl' other Infnrrnation conlained in the Annual Re!X>rt and consider t he ilupliea tions for our repo rt if we 

become aware of any appllre ll t mbSlaternents or male rial incons islcncies with the fi nancia l slale rnen ts o r the stateme nts 

uf ilLcounl. 

BASIS OF OPINION 

Wc co ndut led our amlit in accordance wilh Auditing Sta nda rds issued by Ihe Aud it ing Practices Board. An audit 

inLlude' exatllln"l ion. on a le,1 bllsis. of evidence reicv;,nt to the " mounts and disclosures ill the fi nancial s tat l' lIle nls 

and the ~ta l l· lIlenh of account. It also includes an assessment of the significant estirna te~ and judgements made by the 

Members of Court in Ihe preparation of the fina ncial s ta!cmen ls and the ~ I a l e rnen ts of account. and of whether the 

aCc(mnling pol icie~ arc appropriate 10 the Bank's circumstances. consistently applied and adequall' ly disclosed. 

\Vc planllcd and performcd our audit so as 10 obtain all the inFormation and explanations which we considered 

necessary III order to provide us "'ith sufficienl eyidence to give reasonable assurance that the fina ncial state ments and 

I he stalement~ or account arc Free from ma1crial misstalement. whel her caused by fraud or o ther irregularity or error. In 

ronnlng our opinion. we also evaluated the o"era ll adequacy of the presentation of information in Ihe fin ancia l 

' lale ll1ents of !lank",!; Department. Ihe basis of which is described in note t (a) and the statements of account of Issue 

Department. the ba~ i s of which is described on page 85. 

OPINION 

In accordance with the Bl.nk of t::ngland Act 1998. the financial state lnents of the Ban king Department have been 

l>Tepnred on I he ba~i~ sel out in note I (a) to comply wil h the requ ire me nts of SclH:dule 9 to t he Companies Ac l 1985 

Hmi applicnble Accmllll ing Sta ndards in the Uniled Ki ngdOIll except in so fa r as the Ba nk has not conside red il 

appropriate to do ~o havi ng regard 10 its functions. 
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In our opinion 

11 The fill 31lcial slate rnen ts o n pages M ·8:> present fairl y. on the basis r.::ferred to abuve. Ihe , late "f aITair,j,fthe 

Banking Department at 28 February 1999 and the profi!. tuta l recogni,ed gains and 1",,1" ~Ild t: a, h no"" for the 

year th en e nded. 

21 The st,,(ell'en(s uf accuunt on pilges 84· 86 present fairly. UI1 the basis descri bed o n pil).\e 8S. thoc out come nf t he 

transactions of lhe h suc DCI)a rlllle nt for the year ended 28 FebrwlTy 1999 and its b" lall (c, al th at dale. 

1' ~ I CEWATE l< I IOUSECOOI'E l<S 

London 

19 May 1999 
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Banking Department 

Profit and loss account for the year ended 28 February 1999 

(' rorit :t fter provisions a nd before ta l( 

I'ayablc to 1-1 1\1 Treasury under Section 1(4) 

of t he Uan k of Ensland Act 1946 

Tax o n profit on ordinary activ it ies 

Retai ned profit fo r \he year 

TheH' b no malt'rial di fference bel"'cen the re ta ined profit 

for the yea r d isclosed above. and its historical cost equivalent. 

Statement of total recognised gains and losses 
for the year ended 28 February 1999 

I'rofit tra nsfe rred 10 r<'serves 

Unrca liscd (dcfidl)/ surplus on revaluation of prope rty 

Total rccognis('d gains and losses for the year 

.. 

1999 1998 

Notes £ru Cm 

2 172 /79 

5 (70) (70) 

6 (32) (39) 

19 70 TO 

1999 1998 

£m £m 

70 70 

(3 ) JO 

67 80 
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Balance sheet as at 28 February 1999 

Assets 

Cash 

Items in course of collec tion 

Treasury and other eligible bills 

Due from cen tral ba nks ill respect of TARGET 

wails and advances 10 banks. the money market and customers 

Debt securities 

Equity shares and participating interest 

Shares in group under takinGs 

Tangible fixed assets 

Prcpayrncnts. accrued income and other asse ts 

Total assets 

liabilities 

Due la central hanks in respect of TARGET 

Deposi ts by central banks 

Deposits by banks and building societies 

Customer accounts 

Other liabilities 

Capital 

Reva luation reserves 

Profit and loss accounl 

Shareholder's fu nds 

Total liabilities 

E A I Geor!e Governor 

D C Clementi Deputy Governor 

Sheila Masters Director 

G Midglev Finance Di rector 

Bank of England Annual ReJJofl 1999 
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8 , , 
IQ 

11 

IZ 

13 

9 

14 

IS 

16 

17 

18 

19 

19 

20 

1999 1998 

8 

217 

18 

7,<)49 

7.773 

3.7 15 

26 
18 

3S3 

316 

20,393 

7.349 

2. 187 

1. 890 

7.280 

398 

19. 104 

IS 

239 

1.Q35 

1.289 

20.393 

[m 

, 
278 

4 

11 .336 

U63 

64 

/8 

368 

158 

11.59J 

1.060 

2.7<)7 

8.2 11 

3Q/ 

12.369 

IS 

235 

972 

1.222 

11.591 

" 



Banking Department CO"I'"u~d 

Cash flow statement for the year ended 28 February 1999 

Curporalioll lax pi.id 

Nd retcipl from fill~l!\ciJI im'eSlnll'nt 

I'lIr~ h i" ":' (n..:1 o f _a lcs) uf premises and equipnwnl 

Capital e~pendilllre and fin,IIlcial invest menl 

1'<1>"11:111 10 11.\' Trea'lIry under Sl'Clion 1(4) of Ihe Bank of England ,\c l 1946 

Increase in cash 

66 

Noh.'s 

21 

l l (b) 

21 

21 

1999 

Cm 

162 

(41) 

39 

(5) 

34 

155 

(70) 

85 

1998 

Cm 

373 

(48) 

(9) 

(9) 

316 

(49) 

267 
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Notes to the Banking Department Financial Statements 

1/ ACCOUNTING POllCIES 

aj Form of presentation of the financial statements 

Under the Bank of Eng land Ac t 1998, the Ban k. in prepa ring the financi al sta tc lIlents o f the Bank; ,,!> DCI)arlmcnt . " 

subject to requirements correspondill!; 10 the COl!1plll1ics Acts requirement . n:lal ill /) to a banking cOI lIp i,ny. 'I he Blink 

may. ho we ve r, disrcgHd a rcqllirc tl1<:: nl 10 thc exte nt that it cons iders il llppropriatc 10 du so havi llg rcgJrci Iu it

fU1lI;lions. The finan cia l s ta te ments have, the refo rc. bc ... n prtcparcd su a~ 10 pr\!~cnl fai rly the _latc of a(falr, of the 

Ba nkin!; Department and its profit. cash flows and total recognbcd gains and lo,~cs and in accordann~ with the 

requirements of Section 255 of. llrld Part I of. Sche d ule 9 10 the Companic$ A(I 1985 and applicable ' \ccounlin,; 

Slandard$ in the Un ited Kingd om in so far as Ihey a rc ap propriate ha" ing re!;a rd to ils fun( liuns: thal I), in " .. niullar, 

with Ihe li mi tat io ns e~plained below. Th is basis for prepa r ing the finan c ial ~ l alcl1]en1s has been follo"cd for a numbcr of 

years. 

In cxCCpl io nal c irc ulll stances, a .~ part " f ils ccn tral banking fun ct ions, I he Ba nk may act as "lender "f 1,1)1 re,orl " I,) 

fin a ncia l inSl i1\ltio ns in diffic ullY in o rde r to IHcvcnt a loss o f confidc llce spread ing lh roug h t ll(: fll! anLi,1I 'y,tel1l 11' " 

who le. In SO ni C cases o.;o n fi de ncc ca n bes t be slI sta in t'd if the Bank's suppo r t is di,clost'(1 o n ly when o.;olldlll"'" givl"g 

ri se to po tentia ll y system ic dis turball CC h:wc improved . ,\ccordingly, althou6h tht' financi al cffeo.; l s o f ~uch oper;III"", 

will be included in the Ba nking I)e part me nl 's financial stale llle n ts in Ih.- year in which they occur, I hc~' finalllial 

Slale nle n ts may nOl explicilly id e nlify Ihe e~is l encc o f such support. 11" ... c.er, the c~i~tcnce of ~ uch ,upporl "Ill be 

d isclosed in the Annual Reporl when 1 he need for secre(y or (onfide nt iality has ccased. 

As a result. the Ban k's fin a ncia l slalet1lents disc lose less deta il of the constit ucnt d e lllt' Il IS of the profit and 1"" a((oun1. 

par ti c ula rl y o f inle res t income a nd t'x pense and any provis io ns for bad Mid doubtful deb ts. logel her \\"Ith o.;U" "'(11It'1I1 ial 

rcs trictio ll s in de taile d di sclosures in the bala nce shce!. cash flo \\' .~ l a lelll en l a lld Ihe 1I01e< lu l iI (' fi n ilrlcia l ,tnleIlH;nh 

Ihan \\'ould be require d under Ih t' Companies Ac ts a nd applicable Accounti ng Sla nd ards. 

Th t' fin a nc ial Slnle llle llt s have been p repared on the h istorica l co<1 h;1 ~is of aC(Olllllill!;. modifit'd 10 indude the 

revaluation of certa in fi~ed assets. T he accoun ting policies se t out below ha,'e been ap plied co n§islen tl). 

The Me mbers o f Cou rt consider that the Ban king Departmell t const itule< a <ingle b usine5' all o.;ondu<.! ed '" thc Ulllte d 

Kingd o m. The Ball k o( Eng land has no b ranc hes o r operalions ab road . Accordingly. no fur the r allaIY'I~ ml(> bU'lIle" or 

ge06mphic segme n1S is appro priale in the fin a nc ia l sta le lllenls. 

bl Treasury and other eligible bills 

Trcasu ry and olhe r e lig ible bills are s!a tt'd a t cos t plus a ccr\l ~d inte res t. 

c/ Debt securities, equity shares and participating interest 

British govt' rmnent sec urities arc held as illl'es llll t' 1I 1 securi t ies and arc stated al cost ad jusled f"r Ihe a1l10rll,a llOll o f 

p remiums o r di scounts o n a st raight lille basis o"er the period to matur ity: income illcludes the amorti sat ion of 

prcmilllns o r d iscounts. 

Securities of fo re ig n gO" t' rIlme nts o r ot he r instit u t ions held for the IlIIrposcs (,f lhe TARGt::T ~el1le nl enl ' p te1l1 arc hdd 

as ilwcs lme llt securiti cs. These arc slaled at cos t. in e uro , adjusled fu r th t' a morl isalion o f prerniurn~ or dh(Ulmt~ 011 a 

straig hl line bas is O\'er th t' pe rio d 10 maturity. Thcy a rc transla ted illl0 Sh!rling li t the excha ng..: rJ le< rll ling at Iht' 

BJnk or England Annual Report 1999 6, 



Notes to the Banking Department Fi na ncia l Sta tements <onl;nu~d 

balallcc ~ hcet date. Net unrcaliscd gains arising from exchange rate movements on this portfolio and the swaps used to 

hed!;<, it arc t(.le ll to an investment securities revaluation reserve: net unrealised lou es are taken to the profit and loss 

accounl. 

Kc \ cr,c rt'JJlIrcha~e agrceme nts (repas) arc accounted for as advances, 

Eqlllty shares a rc held as investments and arc stated in the balance shed at cost. The participating in terest in the 

Europea n Central &lIll i. s tated in the balance sheet al its original COSI in forcign eurrency,transla ted at the excha nge 

r,lle ruhn!; ~I Ihe dale of acquisition. In 1998, the participatin!; interesl in the European Monetary Institute was sta led 

al Ihe Original co<t in forei!;n currency, transl~ted at Ihe exc hange rate ruling at the balance sheet date. 

dl Tangible fixed assets 

I'h~' Bnnk\ propcrlic< IIrc <tatcd at a professional valuation as al 28 February 1997 plu s thc cost of subsequent 

addition ) IInd les) deprecia tion. No account is taken of any liabi lily to taxa lion which could arise if the prope rties were 

di'po~cd of al I heir revalued amounts. except in respect of properties which arc available for sale. Onc leasehold 

property i, class ified a) an im'estment property and in accordance with SSM' 19 is revalued annually as at end-February 

(",cl 't ilted at a profe)sional \'alllation on an open market basis. The surplus or deficit on reval uation i.< transferred to a 

re,,~ llI a tion re,er,'e. No deprec iat ion is Charged on t his properly. The requirement of the Compa nies Act 1985 is to 

depreciatc a ll prOJl<'rties, but this requi rement connicts with the generally accepted aecounling pr inciple set o ut in 

SS. \I' 19. The Meml>cr)' of Court consider that it is necessary to adopt SSAP 19 in order to present a fair view and 

aceo rdingl>' the in\'estment property has been revalued and not deprecia ted, If this policy had not been adopted, the 

profi t for the }ear would ha\'e been reduced by depreciation on this property of CS million (J998 [5 million). 

Frcehold land b no t depreciated. 

I\qu ipme nl b stated at cos t less depreciation. 

Oeprec iation, on a ~ t raight line basis. is cha rged as follows : 

h eehold blli1ding~ 

t Ci.sehold land and buildings 

I'I~nl within buildi ngs 

Cl)l1lputc r~ 

Other e{luipnlCIlI 

el Bad and doubtful debts 

over the estimated future li ves whic h range from ten to thirty years 

over the period oflcase or es timated fUlure lives which ra nge from fifteen to 

tll'enty yea rs 

over periods ranging fro m five (0 twenty years 

o,'e r periods rangi ng from Ihree to five years 

over periods rangin!; from three to lwen ty yea rs 

I' rovi _ion for bad and doubtful debts is made as considered necessary having regard to both specific and genera l 

fa tlo r~. The !;e ncral clement arises in relation to existing losses which. al though not separately identifi ed, are knoll'n 

from ('xperience to I>c present in any portfolio of bank advances. Provi 5ioll made (less amounts released) during the year 

is charged against profit s. 

fl Foreign (urrencv Iranslation 

Mo netary assets and liabilities de llo minated ill foreign currencies are translated Into sterl ing at the exchallge rates 

ru ling al the balance sheet da te. Other assets denominated in fo reign curre ncy when held for the long te rm arc s tated 

at cos t. being the ~terling equivalent of the foreign currency at the date of acquisition of the asset. Income and 

expenditure arc translated into sterl ing at the exchange rate ruling at the lime of the transac tion. Fore ign exchange 

~wap~ used in muney market operations are carr ied at marke t va lue. Currency and forcigll exchange swaps used to 

finance ~ pc cifi c assets denominated in foreign currency arc translated at the exchange rales ruling at the balance sheet 

dille. 
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g/ Commitments on behal f of HM Treasury 

Commitments on behalf of IIM Treasury in foreign curre ncies and gold. or on a gold basi ~. aris ing in the l ou m.- of 

operat ing the Exchange Equalisa tion ,\ccouo t. a rc not included in t hese finan cial , ta temel1ts as the lI:w k IS conLerned 

in such transactions only as agent. 

hI Deferred tax 

Deferred tax is provided. a t the es timated ra tes at which fut ure taxa tio n will become payable. on all maten altinllng 

differe nces where it is probable that it liability to taxation or asset will c rysta llise in the fore)CCeable future . 

il Group undertakings 

Shares in group undertakings are stated in the ba lance sheet at cost less prov isio n (or permane nt di minution in va lue. 

Dividends (ram group undertakings arc included as income when declared. 

k/ Leasing 

Operating lease rental s ~Ire charged to the profit and loss account as incur red. 

1/ Retirement benefits 

The cost of pensions is assessed in accordance wi th the advice of an independent at,;luaTY and accounted for on the 

bas is of charging the cos t to the profi t and loss accoun t. on a systematic bas is. o,'e r the e mployee< $Crvice Ij"es using 

t he pro jected unit method. Va ria tions (rom the regular COSI are spread over the remaining service li"e' of I he memb"rs 

of t he scheme. 

O ther post-re tireme nt benefit s. princi pally hea llhcaT<: for cerlain pensioners. arc aCLOUllled for on a ba,i< similar 10 

Ihal used to account for pension obligat ions. A deferred tax assel has bee n rl-cogni ,;ed in full in resf)CcI of tlll ~ liabilit) 

under UH F 6. 

21 PROFIT AFTER PROVISIONS AND BEFORE TAX 

Profit after provisions 3nd before t3X is stated after: 

il Staff cos ts (inc. Governors nnd b ecut!ve Direc tors): 

wages and salaries 

social security cos ts 

pens ion cos ts and o ther posl·rl' tireme nt bl'nefits 

cos t of severance schemes 

iil Income: 

charges for serv ice 10 I-I M Go"ernment. including charges 

to t he Issuc De partment in respect of the Note Issue 

re nts 

iiil Charges: 

operating lease re nlals 

dcpreciation of premises and equipment 

re trenchment COSts (sce below) 

The auditors' remuneration wns £14 7.000 (1998 £.132.000) 

1999 

£111 

84 

7 

6 

6 

71 

13 

2 

21 

1998 

97 

8 

IS 

6 

79 

12 

2 

21 

10 

Thl' auditors' remuneration for !lon-aud it work was (333 .000. This includes ( 39 .000 paid 10 Coopl' rs & Lybmnd and 
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Notes to the Banking Department Financial Statements (ontinued 

1:\92.000 t)~id 10 I'rice Waterhouse prior to their merger 0 11 I Ju ly \998. Non·audit fees of 1:290 .0 00 for the year 

ended .l8 ~ebnmry 1998 consisled soldy of amounts paid 10 Coopers & Lybldnd. 

For 'Ub'ldi;lry compan ie~ which arc nOI consolidated. the audito rs' rellllllleldlion was 1:51.500 ( 1998 ( 45.000) and fees 

for non·audit worl. nere C90.000. This includes (9.000 paid 10 Coopers & Lybr.lnd and C14.000 paid to Price 

Wa t('rh"u~e prior to their merger. Non·audit fees of C4B.000 and (63.000 were paid to Coopers & I_ybrand and Price 

\\',II"rhou,e r" )pec tively for the yea r ended 2B Februa ry 1998. 

1\, uoled la ) \ ye;lr. the decision was takcn in the year ended 28 I'ebruary 1998 thac the Ba nk would consolidate its 

ilLtivities ilnd ~t~f! in London in to onc build ing. Par t of the lola l cosl of this consolidn tion and refurb ishment projec t is 

,hown :I\)o"e :IS rei renchmenl costs in 1998: re tre nchment cosls mainly involve Ihe decommiss ioning of olher buildings. 

rhe <I\'emlt re furbishmcnt project is descr ibcd on page 29 of Ihe ,\n nual Rc port. 

lI-lore dct~;t< of Ihe na n ~ ·. operations during Ihe year arc g iven in the Annual Repor t. 

31 EMOLUMENTS OF GOVERNORS AND DIRECTORS 

Remuneration of Go'emo .. and Directors 

I'a> tll en! In re.pect of not ional benefi ts of tldl'd on Bank business 

I'en~ton CO' I S in n.'specl of . curr('nt execuli,·e mcmbers of Cou rt 

. (ormer c~ccuti"e members of Court 

1999 

C 

794.69\ 

4.901 

799,592 

68.200 

404.n9 

1.272.521 

1998 

( 

1.017.914 

4.853 

1.022,767 

224.054 

327. 976 

1.574,797 

Further ddail~ of th(' re muneration of Governors and Directors arc g iven in the Remuneration Report on pages 45·49. 

41 PENSION COSTS AND OTHER POST·RETlREMENT BENEfITS 

The Bank opem!c~ ddi ncd benefi t p-cnsion sche mes provid ing b('neli ls based on linal pc nsionable pay. Th(' ass('!s of th(' 

scheme' ar(' he ld ~,' paraldy by th(' Bank in independent trus tee·ad ministered funds. The Bank a lso provid('s o ther pos t· 

r('ti rem ... nt bcnc li ls. principally healthcHc. for c(' r tain p('n. io ners. 

The main pen~ion ,cheme. the Bank of E. ngland Pension Fund. is valued every th ree years by an independe nt qualified 

aClUary. Thc lalest ac tuarial '·aluat ion was as at 29 February 1996. used the projeCled unil method and showed that the 

actuarial ,'a lue o f the Fund·s assets represented 120% of the bc neli ts thal had accrued to me mbers at lhat date. afte r 

allowing for fut ure increases in earnings and pensions in payment . The marke t value of the Fu nd 's asse ts at that time 

was (1.348 million and the required future service contribution ra te for the yea r to 28 Februa ry 1999 was 21.6% 

( 1998 21.6%) of pen. ionabl(' earnings_ Subject 10 r('view al the 1999 t riennial actuarial valuation. the principal 

assu mpt io ns were amended with effec t from th(' year end('d 28 Februa ry 1998 10 take account of the estimated effe ct of 

the abolition of thc tax c redit on UK (,quity div idends. such that the long te rm Id te of return has been reduced by 

0.25% per annum. This means Ihat. over the lo ng term. the re lurn on new invest ments would e~ceed the rate of increase 

in sa lanes by 2.25% (r('duced from 2.5%) and th(' ra le of increase in pe ns io ns by 4.251. (reduced fro m 4.5%). It was 

al~o a.su med Iha t the equily d ividcnd growt h would equallhe ra te of fUlure pension increases. 

" 
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During the yea r. a payme nt was nmde by the Bank of England Pension Fund to the hnanciaJ Services Authority (~'SA) 

Pension I:und in respect of the benefi ts fo r staff transferred 10 the FSA. Afte r this tran ~fer. the ,urplus on the Bank of 

England I'ension I:und re mai llS of such a si~e that the Bank had no need this year tu mall, a cont ribution. 

The other pos t-retirement benefit s are unfunded and provision. based on ac tuarial adVice. 1$ mad(' for the liability III 

the fi nancial s tateme nts. The pr incipal assu mption used in determining the required provision "a~ that the rale of 

increase in med ical costs would exceed the ra te ofin nat ion by 3~. 

C IS million ( 1998 CIl million, . represe nting the excess of the pension amounts funded o"er the co,1, is included III 

o ther assets. C 103 mill ion (/998 C 102 mdliou, representing the pruvision in respect of nt her Iw,t· ret Irement benefi ts" 

included in ot her liabi lities. The Iota I cost of all post· rc\ircment benefi t, fO f the year was C6 l1I illion (1998 [15 mllllOlI). 

sI PAYABLE TO HM TREASURY UNDER SECTION 1(4) OF THE BANK OF ENGLAND ACT 1946 

Payable 5 Aprit 

Payable 5 October 

61 TAX ON PROFIT ON ORDINARY ACTIVITIES 

United Kingdom corporation lax al an average rate of 31% (/998 31.2%, 

Prior year - corporation tax 

- defe rred tax 

Deferred taxation 

, adjustment o n account of changes in the lax rate 

1999 /998 

Cm Cm 

32 35 

38 35 

70 7(} 

1999 /998 

Cm [m 

3l 

,11 

,11 

(I) 

(I) 

39 

The cha rge for taxation is computed on the res idual profi t on ordinary acti"iti<'s after deduct ion of the 1.",oun\ payable 

to IIM Treasury, 

The deferred tax asset of C7 mill ion (1998 (7 mil/io" ,. included in othl'T asscts. is comprhed a~ foll(," 5: 

1999 1998 

Cm Cm 

Short- term tim ing d ifferenccs 

Acceleratl."<I capital allowances 2 2 

Othe r liming differcnces (91 (91 

(71 (7) 
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Notes to the Banking Department Financial Statements (ontinu~d 

Thl! 1Il00'e lUe nt on t h .. balance for defe rred taxatio n is as follows: 

Cm 

I\t I 1\ larch 1998 (7) 

Profit and 10" account 

I\t ~s ~ebrua ry 1999 (7) 

ra~ of C 1 mill ion (1998 (/ md/ IO") has not bn'n provided in respect of further accelerated capilal allowances as Ihe 

prol'i<ion at 28 Febn wry 1999 is considered adequate. 

71 ASSETS AND LIABILITIES 

Ster!ing/non-sterti"g a"alysis of assets a"d liabilities: 

Assets: 

Denominated in sterling 

Denominated in currencies other t han sterl ing 

I\n analySIS of the foreign currencies held is given below 

Co ld 

SUS 

Ellro 

Othe r 

liabilities: 

De no mi na ted in s terli ng 

Denomi nated in currt' lI cit's o ther than slcrl ing 

I\n analys is of the fureign cu rre ncies he ld is given below 

Cold 

SUS 

Euro 

Other 

1999 1998 

Cm (m 

4.880 

15, 513 

20,393 

56l 

3.767 

11,141 

44 

15,5 13 

10.405 

9,988 

20,393 

56l 

767 

8,618 

42 

9.529 

4.062 

IJ.591 

627 

3,329 

106 

4,062 

12.516 

1,075 

IJ.591 

627 

345 

103 

9,988 1,075 

Included ill assd s arc US dollar deposits of £ 3.0 00 million ( /998 £2 .983 milllOIl) ari sing from swap transactions and o n 

which no significan t exchange exposure arises. The forward leg of the transactions is valued at market value and 

included in other ~ I sset s o r o ther liabilities. as appropriate. These swaps have been unde rtaken as pari of the Bank's 

ope ratio ns in the money marke t. 

" 
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Included in assets denominated in curo a rc securities and deposits he ld in relatio n to TI\RGET. These asse ts arc 

matched by currency and fore ign exchange swaps. which a rc o ff-ba lance sheet. so tha t no signilica nt curre ncy exposure 

exists. Fur ther de ta ils are g iven in the Risk Management sec tion of the Annual Report on pages 53-59. 

8/ TREASURY AND OTHER ELIGIBLE BILLS 

1999 1998 

Cm (m 

British government Treasury bi ll s 18 4 

91 TARGET BALANCES AND LOANS AND ADVANCES TO BANKS, THE MONEY MARKET AND CUSTOMERS 

al TARGET balances 

These balances. denominated in euro. arise fro m the o pe ra tion of the TARGET sell lement sys te m. which began on 

4 January 1999. This sys te m. which links the real·time settlement sys tems in all coun tries of the European Uniun fEU) . 

enables payme nlS to be made across borders withi n the EU. Such payme nts resuh in claim ~ aris ing between the ce lHra l 

banks in the membe r countr ies and with the Eu ro pean Ce ntral Bank. Fo r operational purposes. it is the ne t positin!l of 

each cenl ral bank aga inst the othe r members Ihat is relevant. The ba lances wit h indi"idual central banks a rc no t. 

however. subjecllo any legal netti ng or sel·o (( arrangement. Acco rd ing ly the TARG !'.T balances a re shown gruss in Ihe 

balance sheet. 

The overa ll J>Osit ion at 28 February 1999 was as follows: 

Due from central banks in respec t o f TARG ET 

Due 10 cenlral banks in respect ofTARG£T 

bl Loans and advances to banks. the money market and customers 

Remaining matur ity: 

Loa ns and advances 

- ove r 5 years 

·5 years o r less but over I year 

. I yea r o r less but over 3 months 

- 3 months or less 

- Re payable on demand 

Included in the above is: 

Gross amount due from subsidiary. befo re provisions. (no te 12) 

Bank of England Annual Report 1999 

Cm 

7.949 

(7.349) 

1999 

11 .601 

( JO.n6) 

1998 

( m € m 

1999 1998 

Cm ( m 

3 , 
3 3 

569 1/2 

6.660 10.758 

538 '" 
7.773 1 1.3J6 

1999 1998 

Cm Cn! 

m IJ7 

" 



Notes to the Banking Department financia l Statements (onllnu.e<i 

10/ DEBT SECURITIES 

111\'e'II1IC I1 I ~ecurilies: 

· Uritish gO"crnl1lcnl securili" s. lbkd on 

a recobni~"d UK ".~ch a ng" 

• Foreign go\'"rnm" nl s"curitics. liskd on rccogniscd cxchangl's 

· Olhcr ror"i6n ~c(;uri t ics. li sted on rccoglliscd exch~ngcs 

Due wit hin on..: )'..:ar 

Duc o nc year and ova 

Mo"..:ment~ in d"bt s("curilics wa" as rollo\\'s: 

Britis h government securities: 

I\ t I r. larch 1998 

I\mort isatlon or discounts and premiums 

Redel ll l)tions 

I\t 28 February 1999 

Net unamo rti sed discounls and pre mium s on 

Hriti,h gOI'..: rnlllcnt <ecurities 

Foreig n securities: 

1\ 1 1 March 1998 

I'urcha~c, 

1\ llIortisation or premiums 

Foreign (; urrency revaluation effecls 

I\t 28 February 1999 

Una mortised p remiullls on fore ign securities 

na lance 

shed 

Cnl 

1.352 

2.357 

6 

3,715 

190 

3.525 

3,715 

Cost 

Cm 

1.265 

(16) 

1.249 

1999 

£ 111 

46 

Cost 

Cm 

2.431 

(57) 

2.374 

1999 

Cm 

205 

1999 1998 

Ma rket &'QI1C~ MM1:e! 

va lu e: 5hu! l't1'I'~ 
Cm Cm Cm 

1.668 1.363 1.602 

2,357 

6 

4,031 / ,363 1.602 

192 8 /0 

3,839 1.355 1.592 

4 ,03 1 1.363 1,602 

Discounts 

and Carrying 

premiums "alue 

Cm Cm 

98 1.363 

8 8 

(3) (19) 

103 1.352 

1998 

Cm 

55 

Discounts 

and Ca rrying 

pl"('miums value 

Em Cm 

2.431 

(11 ) (11 ) 

(57) 

( IJ ) 2,363 

1998 

Cm 

Included wit hin inves tment securit ies is a portfolio nf roreign govcrnl tlcnt and ot her securities. denominated in curo. 

Thcse secu rities are held 10 enable Ihe Ban k to provide liquidity in the TARGET scttlement systc lll (note 9). 
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11/ EQUITY SHARES ANO PARTICIPATING INTEREST 

1999 

Members 

Ba lance "f Cour t 

sheet-cost Va hmtion 

(Ill (m 

hwest ment securities - unlisted equity shares n 
Participating interest - un listed 25 25 

'6 97 

a/ Inves tment securit ies 

The principal holdill6 of equity sha res includcd in investment securities is as fol lows: 

Bank for International Settlements shares or 2.500 Swiss gold francs (2S'.t paid) 

(Incorpora ted in Switzerland) 

bl Participating interest 

The European Central Sank 

1998 

MemMr"S 

&dlltlC<' o{wm 

sh .... '-cosr \'aluauoIJ 

Cm Cm 

I 67 
63 63 

64 IJQ 

I'ercentage held 

1999 1998 

9.' 9.2 

This is the sterl ing cost of the Bank's contribution of€ l6.7 million to thl.' capital of the European Central Banl (ECR). 

This contr ibution. which is not refundable. represents 5'%> or the capital contribution of the UK" full share (of the I'..CR·~ 

capita l) that would have been payable had the UK participated in monetary union. This payment IHI> hel.'n accounted 

for as an investment. 

The Bank previous ly contributed ECU 94.5 million to Ihe financial rcsourcc~ of lhl.' European /I'lonelary Instilute (EM I) . 

a body established by Eu ropea n Treaty. These resources. of which the Bank's share was 15.:>5%. wcre im'c,ted by I hl' E/l. 11 

10 provide it with the income needed to finance its operations. The EM I went illto liquidation on 1 June 1998. on the 

es tablishment of the ECI}. The Ban k's eontribution was used to pay. in ECU, Ihl' UK's contributio n of €36.7 mil lion to 

the capital of the ECU and to fund the UK's share of ECU 2.7 million of the tola l E~'II 's final deficil . The balance of 

ECU SS . 1 million ((;39 million) was repaid in curo on 4 January 1999 togc1h"r with the accumulated interest SinCl' 

1 June 1998 of € 1.3 million. 

The majority of the Bank's contribution to the E.M ] was hedged against mo\'eml.'nl$ ill I.'~change rate) b~ a depo<il. also 

denominated in ECU (note 16). This deposit was repaid in January 1999. 

u / SHARES IN GROUP UNDERTAKINGS 

Cost of shares in group undertakings (all of which are subsidiaries) 

In addition, gross adva nces to a subsidia ry. before provisions. included under loan' 

and advanees to banks. the money marke t and customer.; (note 9) amOUnl 10 

1999 1998 

Cm [m 

18 18 

114 137 

The finan cial statemcnls of the subsidiaries detailed below have not been consolidated "'il h thosl.' of the Banking 

Deparlmcnt because. in the opinion of the Members of Court. th l' efree t of including I heir a.sets. liabilities and ft'sults 

with those of the Banking Department would not be material. 
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Notes to the Banking Department Financial Statements (M unllfl! 

a/ The NMB Group plc 

'I hroughoUI I h ~ )'~'a r e nded 28 February 1999. the Bank held the entire issued share capi tal of 75 million £ 1 ordinary 

,IH.re~ III Th{" N~m G roup plc (N~m). which is incor(Klrated in Great Britain. The in" estme nt in this company is 

included In t he B;lIll's balance she{"t at a no minal (I. 

NM li "J) o ne of ~(""e ra l ins titutions supported b)' the Bank in 1991 / 92. in an opera tion designed to prevent liquidity 

problel11< fac ltlg a few small banks from spreading more widdy through the banking system. The acquisition of NMB by 

the Banl ln S~' ptember 1994 changed the form of the Ban~ 's support. bUI nOl lhe substance. 

The lHo"i< io n in relalion to support operations has bel' n reduced to (74 millio n at 28 February 1999. of which 

£72 millio n rda le~ 10 NMI), This follows reductions from (115 million as at 28 February 1993 to £\05 million al 

28 February 1994. to (95 millio n at 29 February 1996 and 28 February 1997 and £85 million at 28 February \998. 

lncludcd in the Bank 's bala'lcc shcd within "loans and adva'lces to banks" is £114 million (1998 (137 milliarl) le nl to 

NMB which i< the NMB group's principal funding_In addition. Ihe l~ank has givell an indemnity agains t losses on the 

NMlI"s a< \(' t portfo lio. /\fler taking account of this indemnity. Ihe NMlI group 's accounts show net assets of nil and the 

rt'\ ult for the }'Car i\ Simila rl y nil. as any change in the underlying position of NMB is renected in a movement in 

pro' i ~ i on<. 

The c(J!I<olidated accounts of The NMB G roup plc as al 28 February 1999. which bear an unqualified audit report. 

\how: 

The NMB Group plc. 

Mor tgage loans 

Cll rrent a\\e« 

Crcdi (ur~: 

Bnnk of I:. ngla l1d 

O ther liabilities 

Eq uity <harl' capi ta l 

I\ccumllla ted de fici t 

bl Minories Finance ltd 

1999 

Cm 

63 

51 

11. 

(114) 

(114) 

nil 

75 

(5) 
n il 

1998 

Cm 

82 

59 

141 

( J37) 

(4) 

(141) 

nil 

75 

(751 
nil 

Throughout Ihe year ended 28 February 1999. the Bank held the entire issued share capital of 12.5 million £1 ordinary 

shares In Mi nori{"s Finance Ltd (M Fl ). which is incorporated in Great Britain. The investment in this company is 

.. ,eluded 111 the Bank's balance sheet al 28 Februa ry 1999 al (13 million (1998 £/3 "ulhon). As a condition of reductions 

in capila l in jun{" 1987 and November 1996. the Bank gave indemnities whereby any future defic it in MFL:s 

~ h a reholde rs' funds would be made good by the Bank up 10 a ma~imurn of (63 mi ll ion in tola l. 

MF L:s nccountS as a t 31 December 1998 bear an unqualified audit report. The company has continued its principal 

ac t ivity o f realisatio n of loans and other non-liquid assel. which. with income generating monetary assets. comprise its 

re lnaini ng asse ts. MFl will continue to pursue repayment of ils remaining outstanding loans and advances. A dividend of 

(1 Inillion has bCl'n declared and renected in the Bank's financial statements. 

" 
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The accounls of MFL show: 

Profil fo r Ihe year 10 31 December 1998 

,\ccumulaled reserves as at 31 December 1998 after provision for divide nds 

Nel assets al 31 December 1998 after provision for dividends 

cl Other group undertakings 

(1 million 

( 7 million 

(19 million 

Inves lmenU in olher group underlakings, a ll of which are wholly o"'ncd and incorporated in Great IInta lll , a rc ~ ta ted in 

the Bank's balance shcct at an a~rebate cost of (5 million and include the following subsidiaries: 

Debdell Security "rinting Ltd 

B,E, Proper ty Holding$ Lld (Non-trading) 

100,000 shares of (1 

5,000,000 ~harcs of (1 

The net aggregate result s of the subsidiary companies attributable to the tlank, wh ich hnve not bee n de"lt with jr> Ihe 

financial statements of the Banking Department. and which arc slated by rcfero.!11ce to audited IInancial "ate l1le nt ~ (all 

of which bcar unqualified aud il reports) arc as follows: 

For Ihe year e llded 28 February 1999 

Accumulated proll lS since formation 

The aggregate net assets of Ihese subsidiary companies are (6 million. 

131 TANGI8LE FIXED ASSETS 

(ost or valuation 

At I March 1998 

Additions 

Disposals 

Revaluation 

At 28 February 1999 

Accumulated depreciation 

At 1 March 1998 

Charge for the year 

On disposals 

At 28 February 1999 

Net book value at 28 Fe bruary 1999 

N~I book wi/ue tII 28 ftbnmry 1998 

Cost o r valualion al 28 February 1999 comprised: 

At 1999 valual ion 

Al 1997 va luation 

At cost 
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Leases of 

Freehold 

land and 

buildings 

181 

7 

(5) 

183 

10 

10 

20 

163 

171 

171 

12 

183 

Lea~es of 

SO years 

or more 

unexpired 

159 

(2) 
(3) 

IS' 

1S4 

IS' 

1S3 

154 

Leases of 

le_s than 

SO years 

une~pired 

2 

2 

2 

2 

2 

2 

(111 

EqUIpment 

III 

8 

( 5) 

11. 

7S 

11 

(6) 
80 

34 

,. 

11<1 

114 

'm 

Total 

<1 53 

IS 

(1 2) 

(3) 

453 

SS 

21 

(6) 
100 

:;53 

366 

IS:; 

17. 

126 

4S3 

n 



Notes to the Banking Department Financial Statements <onHn-t 

Included in \(';I,(' hold premises (50 YC3r$ and O"cr) is an i,l\'cstmcnl property held at Ol'l'n marke t va lue of C 153 million 

(1998 (156 ""I/"m/ wh ich was va lued by Richard ElIis SI Quinlin. Chartered Surveyors. as at 28 February 1999. The 

fi!;lIrc~ for o ther property inll!rcsts rence! a professional valuation of Bank freehold and leasehold properties as at 

lS .... :bru;l ry 1997. 

Ceria m properties thallhc Bank has "acaled and whi(:h arc available for sale have bcC Il valued at an open market va lue. 

Tht' figu rc< relat ing 10 olher properly interes ts rencel a va luatio n o n an existing use value basis. 

r he I\;ln l occupic~ a small proport ion of the investment property for its own purposes. The Bank occupies its other 

pro perl ie. for il, own pLlrpo~es with the exceplion of an inunatcrial proportion. 

Conlract- for cal)ila l expenditure ;\uthurised by the Members of Court and outstanding at 28 February 1999 totalled 

[3 lIIill io n (1\1\18 C l ""Hio"). 

1I~' DEPOSITS BY CENTRAL BANKS 

Ik·,uaini"s .naturity: 

· 1 year or le" but o\er 3 months 

· 3 mont h. or lcs~ but not repayable on demand 

· Repayable on demand 

15' DEPOSITS BY BANKS AND BUILDING SOCIETIES 

Ca, 1l rat io deposit . 

E Il r0 depusit, repayable 0 11 de m~nd 

Olhe r dcpo.i ts repayable 0 11 demand 

1999 1998 

£m [m 

567 

1.259 

361 

/l0 

652 

298 

2, 187 1,060 

1999 1998 

£m Cm 

],206 2.562 

596 

88 235 

1,890 2,797 

Cash ratio deposi t. arc computed on the basis of banks' and building societies' eligible liabilities. Any change in the 

amount due. a. a rc , ult of eil her becoming or ceasing to be an el igible instit ution for the pu rpose of the Bank of 

England '\CI 1998, the I"'ice yea rl y rcralculal ion of deposits or a change in the percenlage used for calculation. is 

payable immediately. Under the Bank of England Act 1998, with effec t from I June 1998. the percentage used in 

calculating the cash ratio deposi ts is set by HM Treasury. having rega rd to the financ ial needs of the Bank and subject 

10 the approval of both 1·louses of Parli ament. 
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16/ CUSTOMER ACCOUNTS 

1999 1998 

Cm (m 

Remaining matu rity: 

1 year or less but over :5 months; 

- Publ ic deposits 62 

:5 mo nths or less but nOI repayable on demand: 

- I' ublic depos it s , 3 

- Other depo~ it s 

Hepayable on de mand: 

. Publi(; deposits :530 m 
- Deposit by !s$ue Department (,.62:5 7.337 

- Othe r deposits 318 H7 

7.280 8.2 11 

1'"blie deposits arc the balances on I IM Government accounts. including Exchequer. Nat Ional l.oan\ Fund. Na tIonal 

Debt Commissioners lllld dividend accounts and. for 1998. included a deposit. denonunaled III ECU. frolll Ihe ~:'eh ;'"6e 

Eq ualisalion Account. This de lX'sil was repaid in January [999. 

17/ OTHER LlA81LITIES 

Incl ude: 

I'aya ble to IIMTreasury 

Due to subsidiaries 

I' rovision for pos t-retire ment benefit s 

18/ CAPITAL 

1999 1998 

7U 

13 

103 

70 

7 

102 

The entire ca pital comprising £ 14.553.000 of Bank Stock is held by th ... Trca,ury Solicitor on behalf uf Her Maj(''', ', 

Treasury. 

191 RESERVES 

(m 

rllleslmenl 

property 

Profit and Revaluation re ... luahon 

loss aeeuunt reserw re~(·r.·e Total 

Balance at 1 March 1998 on 11 7 118 1.207 

Retai ned profi t (or the year 70 70 

Defici t on reva luat ion o (property (3) (3) 

Transfer of net revaluat ion defi ci t 

to profit and loss accoullt (7) 7 

lIalal1(;e at 28 February 1999 I ,0:5S 12. "' 1. 274 
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Notes to the Banking Department Financial Statements (on!inued 

20/ STATEMENT OF RECONCILIATION OF SHAREHOLDER'S FUNDS 

Shart'llO ld c r '~ funds at I Marc h 

Retained profit for the year 

(Ddidl) surplus on revalua tion of properly 

Sharcholdc(~ fund s al 28 February 

21/ CASH FLOW STATEMENT 

CI/ Reconciliation of operating profit to net cash inflow from operating activ ities 

Profi t afte r prO"i sions and before lax 

In(rca~c in interest rccei"able and prepaid expenses 

Increase in interest paya ble and accrued expenses 

Depreciation 

l'rol1\ 011 sale of tangible fixed assets 

Effect of olhe r de ferrals and accruals on cash flow 

Increase in net T/\RG £T balances "'ilh central banks 

Net inno" of euro deposils 

Net ",crcas ... in rordgn currency deposits 

Ne! (d ... crease) increas ... in ot her deposits 

Ne! increase in fo reign currency advances to banks (including swa ps) 

Net increase in Treasury and other eligible bills 

Ne t dccrea~e/(increase ) in advances to banks and customers 

I'lIrclw~e of foreign securities 

I)e c rca~c/(inc rease ) in debt secmities held 

N ... t dccrcase/ (incrcase) in other assets 

Decrease in itelll s in course of collection 

Net cash InRow from operating activities 

bl Capital expenditure and financial investment 

Repayment of Bank's capita l contribution by the European Monetary Institute 

I>ayment of Uank 's contribution to the European Central Bank 

Purc hases of premises and equipment 

Proceeds from sales of premises and equipment 

So 

1999 1998 ,. Cm 

1,222 1.142 

70 70 

(3) 10 

1,289 1,222 

1999 1998 

[Ill (m 

172 

(22) 

SS 
21 

(3) 

(20) 

(600) 

547 
1.026 

(2.338) 

(940) 

( 14) 

4.699 

(2.502) 

J9 

6J 

162 

179 

(60) 

9 

2J 

(9) 

14 

7.164 

(2.857) 

( I ) 

(4.021) 

(81 ) 

(5) 

20 

J7J 

1999 1998 

Cm Cm 

64 

(25) 

(IS) 

JO 

(/2) 

3 

(9) 
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c/ Analysis of cash balances 

," ,11 

1 lIIurrh 28 February 

1998 Cashllows 1999 

Cm £m Cm 

""h 2 6 8 
,\dvances to banks repayable on demand '" 79 S38 

'6' 85 546 

d/ The cash now statement has bccn prepared under FRS! . The definition of cas h in the SI:, nda nlls not wholly 

appropria te 10 the Ila llk. The Bank requires a stock of liquidity fo r operational purposes and regHds a d" a nce~ tu the 

money market and banks, Treasury and other e ligible bills. and reverse repurcha~e agrecme nlS as a pool o f a .'~et s for 

these purposes. The allocation of this liquidity between the components depends upon prevailing market conditions. 

The Bank's total liquidity position at 28 February 1999 was as follows: 

Cash 

Advances to money market and certain banks 

Treasury and olher e ligible bills 

22/ RELATED PARTIES 

a/ HM Government 

" I Mmd , 

1998 

Cm 

2 

10.258 

4 

/0,264 

,11 

28 Febru:uy 

Cashllows 1999 

Cm Crn 

6 8 

(4 .747) S.S ll 

14 18 

(4,n7) 5.5; 7 

The Bank provides several services 10 ils shareholder. HM Treasury. and to other Governme nt depar tme nt s and bodies. 

The main servil;es during the year to 28 February 1999 were:-

· provision of banking services. including holding the principal al:l:ounts of thc GovCrnnlCllt 

· provisio n of registration services in respect of gilt·edged stocks 

· management of the Exchange Equalisation Al:count 

· manageme nt of the Note Issue. including printing of notes 

· operation of sa nctions against specific countries. 

The aggregate balances on HM Treasury 3nd other public sector accounts arc disclosed in note 16 as pu blic deposits. 

The total charges made to the GO\'ernment are disclosed in note 2. 

b/ Group undertakings 

All material transac tions and balances between the Bank and its subsidiaries arc disclosed in note 12. 
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Notes to the Banking Depart ment Fina ncial Statements continutd 

cl Governors, Oiredors and Olfiters 

The followin g particulars relate to loans gil'en or arranged by the Bank of England to GOI'ernors, Directors and Orficers 

of th(" nan~ and persons connected wi th them: 

1999 1998 

Total amount Towl wuounr 

ou tstanding Numbe r , .... ,st/lIlt/ing Number 

COOO (000 

GOI'cmo" and Dirt'c tors 287 4 

Ot/ker< 1,237 14 965 12 

There were no other transactions that would be required to be shown under the provisions of the Companies Ac t 1985. 

Non .. of the GOl'ernors, Directors or Officers had a material interest, directly or indirect ly, at any time during the year in 

atly Ht he r Si!)11ificanl I ral1<aetion or arrangement with the Bank or any of its subsidia ries. 

Thc al}()I'c informat ion concerning Officers is presented only in respec t of t hose employees of t h(' Bank who would be 

con<idered a, mana!)ers, either within the meaning of the Banking Act 1987 or as defined under Financial Reporting 

Standard 8. For I he year ended 28 February 1999. the EKecutil'e Directors arc included under Officers. 

dl The Deposit Protection Board 

Until 1 June 1998 , the Bank prol'ided. and charged for. the Secrelariat for Ihc Deposit Protection Board. a separatc legal 

entity es tabli<hed under the Banking Act 1987. The Governor, Deputy Governor and Chief Cashier were e,,-officio 

me mben. of the Hoard. The remaining members of the Board were appointed by thc Governor and included Ihe 

Executil'e Director res l>onsib1e for SupeTl'ision and Surveillance. The Bank also provided banking facilities to the Board, 

including ad" ance< within limits agreed with H1\·\ Treasury. 

Under the Uank of England I\ct 1998, Ihe GOI'ernor, and Chief Cashier ceased to be ex-officio members of the Board 

with efrecl from 1 June 1998. from when Ihe Governor also ceased 10 appoint the remaining memlx:rs. The 

Depuly Governor n:: sponsiblc for Financial Stability is a member of the Board e,,-officio. The Bank no longer provides 

111(; Secn;tnrial for the Board b"t continues to provide banking facilities, excluding an advance facility. The Bank 

con<ider< Ihal Ihe Board cea~ed to be a related party with effect from I )UI1C 1998. 

e/ The Bank's pension schemes 

The I~ank provides Ihe Secretariat. the investment managemenl and some custodia l services to Ihe Bank'S pension 

<chemes. In the year to 28 F('bruary 1999 a charg(' 0(£1.4 l11illion (1998 £11;1) was made for these services. Thes(' 

actil'ilies are undertaken on bchalf of. and under tll(' superl'ision of, the trus tees of the schemes. There "'('re no other 

materiallT<ln <actions between the Bank and the f)Cnsion schemes during the year to 28 February 1999. 

fl Other entities with links to the Bank 

In t he no rmal course of its activities as a central bank, the Bank has rela tionships. im'olving some representalion at 

management level and participation in funding. with inlernalional and domestic ins titutions. With the exception of the 

European Mone tary Institute (F.1\'II) , in which it had a participating inlerest as disclosed in lIote \J, the Bank does nOI 

eonstder these institutions to be related parties. The repayment by the EMI of the Bank 's capital contribution is 

described in note 11 . There were no other materiallransactions with the European Monetary Institutc during the year. 

In view of its small share of the capital of the Europcan CentT<lI Bank (ECB). tbe Bank does not consider the ECB to be a 

related party. 

" 
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23/ GENERAL 

a/ Operating lease commitments 

1999 /998 

At the year cnd. annua l commitments under 

non-cancellable opera1 inS leases were: 

- expi ring with in o nc year 

- expiring in five years or more 

b/ Average number of employees 

COlllllUt er 

l..a nd and a nd ot her 

bu ildings Clluip rncnt 

CIIl Cm 

The average number of persons employed by the Bank during Ihe year was made up as follows: 

Governors and EJCeClltive Directors 

Managers and analysts 

Clerical staIT 

Technical/other 

241 CONTINGENT LIABILITIES 

wnrj,U!fr 

Lm1llmrd all/I orlrer 

burldrugs "qurl''"''''' 

Cm (m 

1999 /998 

6 6 

434 529 
1.407 1. 757 

96:> /.09/ 

2,8 10 ;,383 

Con t inge nt liabilities and commitments. some of which arc offset by corresponding obligalions of third parries. ariSI' In 

the normal course of busi ness. includi ng contingent liabilities in respect of guarantees and indemnities in co nnection 

with liquidity suppor t operations. There arc also fo rward contracts for the purcha<e and ~ alc offorei!;n currencie'. 

Provision is made for any es timated irrecoverable liab ility that Inay arise from the<e Iran,action<. 

As par t of its normal business, the Ba nk acts as custodian of ils customers' a~,ct ' and fulfil s an agency role. No 

significant irrecoverable liabil ity arises from these tra nsactions. 

In 1993 and 1994, writs were issued against the Bank by certain depositors in Ihl' l.Ianl ofCredil and Commerce 

Inte rnat ional SA claiming subs tantia l but unquantified damages. 

On 30 July 1997. Mr (now l.ord) Justice Ciarke dismissed all the claims against the Banl. On 4 Oece mb<' . 1998. the 

Courl or Appeal upheld his judgement. This decis ion is subject 10 an appeal 10 the Ilouse or l.o rds by the l'lainl iffs. The 

Bank's Members or Court arc of the opinion that the Bank has a s trong defence again~t the claIm and" III oppose the 

appeal vigorously. Accordingly no provision is made in these finan cial state lnents. 

Since 19:>0 there has also been a contingent liabil it y. denominated in Swiss gold fran C". in respcet of uncalled capi tal On 

the Bank's irll'est ment in the Bank for International $clllemenls. The sterling equivalel11 of Ihi~ liabilit)' ba~ed on the 

gold market price a11he balance sheet dale was £150 million (1998 (151 m,lI,o",. 

251 DATE or APPROVAL 

The Me mbers of Court approved the fina ncial statements on pages 64 -8:> on 19 May 1<)99. 
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Issue Department 

Account for the year ended 28 February 1999 

Income and prol1 ts: 

Scc uriti e~ o f. or guaran tecd by. th e British Gove rnmc nt 

Other securiti c~ ~nd 3~"'t.' 

Ot her incom<' 

Ex~n:.<'s: 

Cost o f production of Bank notes 

Cost of issue. custody and paym('nt of bank not('s 

Oth('r ('xp('nses 

I'ayabl(' to IIM Tr('asury 

Statement of balances: 28 February 

Assets 

Securitics of. or gU3rantcl'd by. the British Government 

Ot her s<,curities and asse ts including those acqui red 

under f('verse repurchas(' agre('m('nts 

Total assets 

liabilities 

Notes issued: 

In circulation 

In I~a nl; ins Department 

Total liabilities 

E A J George Governor 

o ( ( Iement; Deputy Governor 

Sheila Mas ters Dir('c tor 

G Midgley Finance Director 

1999 

Notes 

2 

Not('$ 

J 

4 

5 

1999 

£m 

958 

75 1 

SS 

1,764 

3S 

20 

4 

59 

1, 705 

1999 

Cm 

3.015 

21.785 

24,800 

24]92 

8 

24,800 

1998 

[m 

977 

6lJ.1 

1,58 1 

3/ 

I' 
3 

53 

1.528 

1998 

Cm 

1.162 

22,388 

21,550 

23.548 

2 

21.550 
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Notes to the Issue Department Statements of Account 

1/ ACCOUNTING POLICIES 

The statements of account arc prepared in accordance 1I';lh the requirements of the Currency and Uank Notes ,\ct 1928 

and (he Natio nal Loans Act 1968. All profits orlhe nOle issue are payable 10 the Nalio ll a ll.oilll~ I'u"d. 

31 The slalcUlcnlS of account arc prepared on the basis ofamounls received and paid a~ mod ified by the effects of the 

revaluation of secur ities. 

oJ AJI securities arc revalued and arc s lated in the balance sheet allhis va luation. Longer-dated stods arc ,'allied Oil 

mid-market prices. Bills 3rc va lued at an average pr ice approximating to marke t price. The laSl va luation was made al 

25 February 1999. 

cl r(lhe revaluation of sc(ur ilics shows a net gain this is induded in i11 C0111e. f1 defici t is not talen against income but 

is sell led by a transre r rrom the National Loans fund . 

21 EXPENSES 

The cx(>Cnses shown here represent charges rrom the Banking Department for costs incurred m relation tu the Note 

Issue. 

31 SECURITIES OF, OR GUARANTEED BY, THE BRITISH GOVERNMENT 

These include Brilish Government stocks. Treasury bills and any Ways and Means adva nce to the National Loan., F,J[}d. 

4f OTHER SECURITIES AND ASSETS INCLUDING THOSE ACQUIRED UNDER REVERSE REPURCHASE AGREEMENTS 

1999 1998 

Cm [lit 

Commercial bills 1. 140 I.OS7 

Deposi t wi th Banki'lg Departmenl 6.62l 7.3l 7 
Other assets 14.022 1.3.964 

2 1,785 22.388 
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Notes to the Issue Department Statements of Account (on(inued 

sI NOTES IN CIRCULATION 

Cl (a) 

CS 

E1 0 

CO 
(50 

Other nok~ (b) 

1999 1998 

£m [lit 

1.111 

5.966 

11.414 

3,962 

2.339 

24,792 

55 

1.034 

5.960 

/0,621 

3.636 

2.242 

23,548 

af No Cl note' h ~ " e been issued since 1984. The outstand ing Cl no tes "'e re writ te n off in March 1998 in accordance 

"' it h the pro"i, ion< of th.., Currency ,\c t 1983. 

b Include, h i6h..,r I' alue notes used internally in the Bank. for example as cover for the note issues of banks in Scotla nd 

and No rt hern Irela nd in excess of their permi tted issues. 

61 DATE OF APPROVAL 

The ~ lc mbcr' of Court appro"ed the statements of account on pages 84 -86 on 19 May 1999. 
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Addresses and Telephone Numbers 

HEAD OFfiCE 

Thrcadnccdlc Street 

Lond Ol1 Ee2K SAl-! 

0171 601 4444' 

REGISTRAR'S DEPARTMENT 

Soulhgalc HOU5C 

Soulhgatc Slree t 

Glollceslcr GLI tU\\, 

01452 398000 

PRINTING WORKS 

Langston Road 

Loughlon 

E$sc~ IG \0 3TN 

0 181 5086221 

LEEDS CASH CENTRE 

King Street 

Leeds LS I lilT 

0113 244 17 11 

• General enquiries rela ting to the !lank may be made on 0171 601 4878 or by c-mail on cnquircs@banko('ngl a nd.co.u~ 

Inforrn ~tio'l about the Bank and its publica! ions 3ud addil ional lcicphonc numbers and ,,- mail addrcssc~ are a"a ilabl" 

on the !.lank's websitc at hllp:!/www.bankofc llgland.cQ,ui: There is a " age on the Llank 's wcb' ite dedicated 10 curo

related information and publications at hHp://ww",.bankofcngland.co.uk/curo.hlll\ 

Enquiries rc l~tins 10 the Brmk of elli>'mu' Q'WI'!ely B"lIer'tI amll"/'alio" H"I",,'I may be made 011 01 71 601 4030: 

fillllllciul 511'IIi lily Hr"icM' on 0171 601 4439; and BI",k of ElIgllllul: "l'ImlcllllY mu/ FirlllllcllIl Slull$lI rS on 01 71 601 5353. 
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Adresses and Telephone Numbers <ontin u~d 

REGIONAL AGENCIES 

The South East and East Anglia 

I N~w Change 

Londoll EC4M 9AA 

01 7 1 601 4115 

Greater London 

1 New Changc 

London EC4M 9AI\ 

0 171 601 5001 

Central Southern England 

1'0 Box 793 

Notcbeme House 

84 Iligh StreCI 

Southamplon SOl42SU 

0]703231060 

South West 

RedcliffQuay 

.. 

120 Rcdcliff Strect 

Bri stol SS 1 6HU 

01179277251 

Wales 

Emperor I"louse 

Scott Harbour 

Capi tal Waterside 

Cardiff CFIO 4WA 

01222 451600 

West Midlands 

Cornwall Court 

19 Cornwall Street 

Birmint-ham Bl 20T 

0i21 200 2599 

East Midlands 

l College Street 

Nottingham NG I 5AQ 

0115 947 4577 

Yorkshire and Ihe Humber 

King St rcct 

Lecds LS 1 I HT 

OIB 242 0355 

North West (Liverpool) 

and Northern Ireland 

Lallcaster House 

Mercury Court 

Tit hebarn Street 

Liverpool L22QP 

0i51 2272553 

North West (Manchester) 

PO Box l Ol 

82 Kint- Street 

~hnchester M60 2 HP 

0161 834 6199 

North East and Cumbria 

Alderman Fenwick"$ Housc 

PO Bo~ 2BE 

98-100 Pilgrim Street 

Newcastle Upon Tyne NE992BE 

0191 261 1411 

Scotland 

19 SI Vincent Place 

Glasgow Cl 20T 

0141 221 7972 
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