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budgete level e then described e proposal ) f
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\ charit 1ng, whic 1d re 1 a
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current economi limat 1ad led the ommitte ropose
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ln hand at he end of year t 1 ore 0 parti lar
harities, eg ( , which appeared to ha\ been
relatively under-supported during the year and to be ¢
on occasions, to initiate donations rather than to await
ioned that the Deputy Go nor welco i

should be not less than £100, It was, however, considered

The possibility of extending the Bank *haritable giving to

a new level of £125,000 together

£100,000 per
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reasonable, The remainder of the Appea
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submit the Report nendation to increase

r 1ncluding the recc

the annual level to ¢ e following week.

Some consideration might then be

£2,000 the limit

lowed to the CI

for individual donations.

The Governor pok 0 the Committee about the Person

-ra

policy on the same terms: leaving the

inchanged.

and C) would further narrow the

Managers and

at the Printing

Allowance and Printing Works

discussion, the Committee approv

The Gover
appreciation which had been received from Lord Benson

concerning a tour he and Lad

undertaken,
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'he Governor £E84,200
I ty Governor £68,500
'he Executive Directors: 5 , 150

Mr Loehni
4 € nnual ylar I Dl ( ) ' pat
Director, be increased by 5.,25% to fter rounding),
wit £f £t fr 1 964
3 I annual rlary ayal Mr 1 1ng, nomi
A\dviser to 1 ywernor, I a d I t 54,7
(after rounding) with effect f 1 J 1984
Before i ing Sir Adrian Cadt y to disc t osal
for incz es in ension -gr i 11
paymen tEO for r Governor and lrectors,

hitherto 1 in cal pension increases for the Court

aff Pension d and so also 1in t

i 1 € nat { I 1

in te f both timing and administ i1on

)posed an 1increa f 4,.9% from 1 J

ba d n til rl in th R€ 11l Pra nd

and May 1 Thi yould mean an i reass
based on an 11 month period rather than one year and would
compare with an award of 5.1% made to Staff Pensi 4
increase would be pro-rated for t 1d been on pension
for than one y ter, 1t was rop( d that,
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\ registered in tt na f
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ld, 1n due ourse, € Joining financial
din varbur 7 e and Pitman ant K 1 &
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of years, ha 3 r nt Y ~
contin in that
! Y 3il arket ex 1

Broker, would also be joining the Bank.

consideration had been given to Mr Daniell, the deputy to

tage, he felt he should remain witt

Bank of England Archive (G8/94)



Yy in order to preserve hi pension
e were content £t thi E
e nm would have to be announced the following Thursd
when the announce nt bout 1 ns' f Y lan J 0k
ade her W ome danger f adve e pr and t
11
comment on tf f t tha Y lthaus would in the intervening
ol ealir 1th til jobber with wh Mull ¢
But jreat car L n Ken to n 1 Chne
act no conflicts of interest; and it 10 P t
on would Dbe ccepted by e 0V € 1Ng 1Jority f
rne "E.L-"
CC 2Nntl a meeting wi [ ancello

of € between € and t Char llorx
A\ A9
about )W a reduction 1n rat 1ght est € A 1 ed and ti
Cr l11ttee agreed wi e Bank's wi old bein I L
into rt-ter action whic could re 1 1N adverse fEe t I
the longer term,

I original ¢ nsel
fea present

Bank of England Archive (G8/94)



nose 1in promine

Bank of England Archive (G8/94)

months bu

pos

<y
1
1d




(11) A

introau

mittee conc

in the year to end-June 198
the year to end-Jun 1987
in full by Lord Richardson

| After a short dist ;ion the
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D

The Governor reminded the C¢ nittee t
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refurbishment of New Change, incl ring
arrangements, which the Committee D f th
same standard as at Head Office. 111 cost

were not expected to be out of line with the estimate:

originally submitted,

At the invitation, the Deputy Governor then explained
the p which might arise i1f the progranm of I 1 ent
was followed because the proj (o X likely t«
exceed the base line on capil
1t Publit enditure figur t never
[ ba 11n limit,
But this could
not be counted on a way er: in
future, It might be possi he ¢ progra
and spread the costs but tedl rove e
expensive in the long run and would delay : 1 return
from increased rental income.
In t followed it wa point 1 tha th
Bank 1 investmen n t Nvew Change 1lding
and that € a a in the Registrar' part nt,
which were antic woulc ce the cha to HMT for t
work of that Department, There was a general wish to d
delay because of the inevitabil of increased overall )
The Deputy lained t MT s¢ overall pital
within limit acl the E lic
1S, 1 [
in ring any
Ire ex sded t

said it was likely that some indication

at the end of the present financial year and it

might be preferable to deal with the problem at that time rather

re content with this

the Report of the
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in the US range and 1 ¢ fro roker for
: t 3rit € co he Fund nder 1
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this was 00 large an amount for the Fund to undertake and,
aft me ssion, the itt d t t the Ir en
,Manager apply his normal criteria to the pro 11
Sir Robert C on to describe t} proposal for rgin

nanagement th 1n tment portfol of he Staff 10n

with that of the Court Pension Scheme with the prospect

ame investment decisions should apply to both. He

=
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considerable amount of investment de

future 1t might not be thought nece

presented to Court, The Comn

clark then turned to the question of the broking

did not provide researc
recommendation to replace Mullen had
ing mergex 1d been unced

the 1ng out Uity commi 10N l1ncome nd that,
beca of the relationship between M and
the Bank, it was hoped the reduction could be softened y

retaining Mullens alongside Cazenoves until the merger t k

_K‘lcu,"' .

1 cion iri1sing U DL
1Ces Beca ¢ L 1
had recentl greed t«
ct int ; ir ,
S, o avoid both th 1k ANCE ind appearance of

f interest 1t might not be enough in such a case

t Mr Scholey hould withdr the g tion we
in Court it igt be appropriat hat ‘ no

ause Mr Scholey was on holiday and the

not been sent to hanm

Because of the increasing involvement of merchant banks in

stockbroki

ng and the increa likelihood of similar cases

involving yers of Court, it might be useful for the

Committee of Treasury to consider the general question, Afte
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that it would be helpful to explore the matter with Cou

Committee agreed and registered their preliminary view that
it would be preferable in such cases that a Director wh
involved should not see the related papers until after a

decision had been taken,

After some further discussion it was agreed to submit
Report of the Securiti ittee t Court
Sir Robert Clark reported that the additional investment

manager being sought by the en appointed and

would be st

he G )r i1nfor 1 the ¢ 1tt he Ds
had been invited 't beco 1 Trust of the Royal -
no objectior ) accepting an invitation of
led t name not jain
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Bank and the CLCB bank cerning the cost of 1andline

chequ at Bankers Clearing House, 'he issue was divided
into two rts; whether a presenting bank's responsibilities
were discharged when a cheque was presented at the Clearing
House oOr ¢ delivered to t ranch where ¢t} ir 1eld
account; if at the Clearing House, (w! h El B K a

alway ontend P he le asi L nci
lthough the Bank' unsel consid X A
of the 1dg E : i I fi int,

X18ting contractual arrangements and were therefore ca
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0 £t irin e Depu ( nox 11 it
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have become (probabl the rgin £ n X 1

practice even nsi X ¥ 11ing the entral B fr t
1 ring 3 = fac I he point 1d been 11 1 !
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1idick, a Deput hief I Ehe Department, as in expert
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The Governor then informed the Committee that he proposed ¢t
introduce, from 1 March, an additional Standing Co tee

Cul be called the Supe ion Committee, The new committee,
which would examine not only policy connected wit banking
supervision, but also the gilt-edged and financial market
areas, would no more than three or four 1 M¢ i
year It w le that her: ight not be a need
fo the c« 1ttee to become a permanent feature

1t Mgt 1985
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Deputy Governor then informed the Cor that arrangement

had been made for the inde of Johnson Matthe

Bankers to be signed the following day. He explained some of the

difficulties that had

1sen in negotiating the document and

outlined some c

f the important aspects of the indemnity which was

for £150 million, available to cover

funding costs, of which the Bank's share was

Tt indemnitors had not u yncern for e need
to recei tax relief for nity pa =1 nd the Inlar

Revenue had c«

1N part Or

Bank were free to dispose «

other 1ssue

sgal document

or then went on to e

0 the Registrar of (

une. Thi would enable certain

loans which might, up to 30 Jnated

doubtful"

advances to be inc

d in the present accounting year, although

he pointed out that there was an

Y ¢

hnson Matthey

overed by the indemnit

After some

hould gt

forward to

before signature

Finally, the Deputy Governor e

his gratitude to Mr

for his achievement in bringing tt

indemnity tc

lespite the very difficult circumstanc

W% > Apc ges

Bank of England Archive (G8/94)

S surrounding it




COMMITT OF TRE Y
5 APR )85
ent
RNO
Minute f 1 Meeting, 1| 1ng 3 Y 1 ’
re apyg £
A port ) G Statt ) 1 € mn Chiletl I { E <

and on a r of he Standing ( ittee on nsion ia

laid befor mittee It wa Y i a t ! repor
ul [ bmitted to Court 1tth t di n

£ the ernor' nvitation, r e y G n K

Ct committe ! the cir tan ] iing t I

econd n to tl ng ng Government )i 1d 1 CK I

>eptember, preparatory 1 ntment Cr 11 I

Monetar Affair the following Mar 1 1 i

an announcement had already appeared in the prec that

morning but the Hong Kong Government had asked the Bank

agree to thi 1n order to meet certain of their own
ieadlines, He also explained that they had asked f
someone of Nendick's calibre to fill the positi in 3
an wa read for k 1 ha t I ] iered
t hel in t 3 Y
S conseqguen I Chl econ enct, 1t wa Propo 1
appoint » an Adviser, Banking Department

(Point

T
0
=
&

3 Deputy Chief Cashier, without

xplained that had been

Bank of England Archive (G8/94)



d1S¢

L« I ana I
Wit rererence
GO rnor,
ionation f

Members,
age ol ¢
of t ol 1

Bank of England Archive (G8/94)

onat

LN UE
on of t
ubmic
POY on
| ¢
, th
ed until
£ 31 Ja
invitat
le nati
£
1L 10N¢
vision
nd a

LOn:




=1 -23L

("T 2 YA

Bank of England Archive (G8/94)

COMMITTEE OF TREASURY

THURSDAY 9 MAY 1985

Present

THE GOVERNOR

LORD NELSON

SIR ADRIAN CADBURY
MR BLUNDEN

The Minutes of the last meeting, having been circulated, were
approved.

The Governor spoke about the background to the proposals to
recapitalise Johnson Matthey Bankers which had been mentioned
at Court the previous week. It was agreed that Mr Galpin
should join the meeting and he explained the steps that needed
to be taken in order to meet the deadline of 30 June for the
publication of JUJMB's accounts, These included an
extraordinary general meeting of the company the next day and
an approach to the Courts the following week, The proposal
had been for the existing share capital to be written off
against the deficit on reserves and the £100 mn deposit
reclassified as capital by converting E75 mn into equity and

£25 mn into loan stock.

The Committee agreed that recapitalisation was necessary but
the basis for this had not been settled. Concern was
expressed at the size of the capital proposed. There had
been adequate capital earlier for a larger loan book and
Banking Supervision Division, who had advocated a total of
£100 mn, had not satisfactorily substantiated this figure,
Because of the time constraint, it was suggested that the
level of equity capital should be agreed and presented to the
Courts and that a decision on the extent of the balance should
be deferred for further consideration.

Mr Galpin said that the Courts would require a letter from
Banking Supervision Division that JMB was adequately

capitalised and proposed, as an alternative, that the £100 mn
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capital be converted into €50 mn equity, £25 mn Redeemable
Preference Shares and £25 mn loan stock., The Governor
suggested that it would be helpful to have advice from

, a Senior Manager, Banking Supervision Division and
he joined the meeting. described the examination
that had been carried out on the proposals and explained the
basis for the Division's recommendation of £100 mn, with
particular reference to the weighting of assets and to the
risk assets ratio. Their approach had been consistent with

that applied to banks of a similar size,
After further discussion it was agreed to recommend to Court
Cr 24 that the £100 mn deposit should be reclassified as capital but

that the division of this should be left for consideration by
Court.

s SR

i
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COMMITTEE OF TREASURY

THURSDAY 16 MAY 1985

Present

THE GOVERNOR

THE DEPUTY GOVERNOR
LORD NELSON

SIR ADRIAN CADBURY
MR BLUNDEN

MR SCHOLEY

The Minutes of the last Meeting, having been circulated,

were approved.

A Report of the Committee on the Permanent Control of
Expenditure was laid before the Committee and passed without

discussion to the Court.

In introducing the Accounts and two papers concerning
Johnson Matthey Bankers for inclusion with the Annual Report
and Accounts, the Governor indicated that the
recapitalisation of JMB, announced earlier in the week, had
been well received by the Press, He then informed the
Committee that he had agreed with the Chancellor that
comments on JMB should be included in the Report and that
publication would be timed to coincide with the Chancellor's
statement to the House on the report of the Governor's
Review Committee; this was expected to be 4 June. He then
invited the Deputy Governor to speak about the Accounts and,
after attention had been drawn to some of the salient
points, it was agreed that the Accounts should be submitted

to Court for consideration.

The Deputy Governor then introduced the two papers on JMB,
one concerned with events leading to the rescue and the
other an account of the subsequent stewardship of JMB. In
apologising for the delay in circulating the papers, he said

that Messrs Freshfields had raised a matter of substance in
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respect of the first paper. If legal action was taken

against the Auditors, there was a strong risk of JMB being
joined in the suit with them and it would be necessary to

take particular care over the words to be used.

A number of amendments had therefore been made to the paper.
The Committee agreed with these but suggested a number of
further alterations to the text to reduce the possibility of

misrepresentation when the Annual Report was published.

Because the papers were linked and because only part was for
reporting under the Banking Act, it was proposed that they
might be published as one annex, divided into three
sections, covering the events leading up to the steps taken
in October 1984, the subsequent management of JMB and the
reason for the rescue. This was accepted and there was
further discussion on the content of the papers, including
the likely Press reaction following publication.

%o /‘4/9:7 (9 LS
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COMMITTEE OF TREASURY

THURSDAY 30 MAY 1985

Present

THE DEPUTY GOVERNOR
SIR ADRIAN CADBURY
SIR HECTOR LAING

MR SCHOLEY

The Minutes of the last Meeting, having been circulated,

were approved.

The annual report of the Debden Committee and the audited
accounts of the Printing Works for the year ended

28 February 1985 and a report of the Staff Committee on the
increase to be awarded in pensions and allowances paid from
the Staff Pension Fund were laid before the Committee; it

| was agreed that they be passed to the Court without further

‘ discussion.

At the Deputy Governor's invitation, Sir Adrian Cadbury
introduced proposals for increases in the pensions of former
Governors and Executive Directors. He reminded the
Committee of the agreement the previous year to bring these
dhe Gl into line with the Staff Pension Fund in respect of both

| timing and administration and it was agreed to recommend to

the Court of Directors that -

1 The annual pensions in payment to former Governors

and Executive Directors and to the widows of three former
77 . Executive Directors be increased, with effect from 1 July
i ) 1985, by the amount of the increase in the Retail Prices

Index for the twelve months ending 31 May 1985.
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2 The annual allowance paid to Lord Richardson from the
Court Pension Scheme under special arrangements which
were approved by Court on 10 February 1983 be increased
in accordance with those arrangements and the ex gratia
allowance in payment to him be increased by the amount of
the increase in the Retail Prices Index for the twelve
months ending 31 May 1985 both with effect from 1 July
1985.

The Deputy Governor then spoke to the Committee in terms of
a paper circulated to Members concerning the design concept
for the next series of Bank of England notes to be issued in
the early 1990s. He mentioned that although the five
personalities from British history who had been proposed by
the Note Issue Steering Committee covered the expected range
of notes up to £100, no decision had yet been reached on
issuing a £100 note, nor had agreement on this been reached

with H M Treasury.

He explained that the Debden Committee had suggested that
the five personalities should portray British technological
achievements but this had not found favour, largely because
the names suggested were less well known or might be
considered contentious figures. However, there had been
support for including Charles Darwin as the fifth
personality which would then ensure the inclusion of three
scientists. These suggestions had been approved by the
Governor and although the portrayal of Darwin as an old man
might present some technical problems for the Printing
Works, there was no reason why he should not be shown as a
younger man. There was some discussion about the
possibility of reflecting British achievements in medicine
or the inclusion of a woman amongst the personalities but
the Committee agreed that the names of Dickens, Stephenson,

Faraday, Elgar and Darwin be proposed to Court.
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The Deputy Governor referred to an article which had been
published in the European Edition of the Wall Street Journal
on 24 May which contained a number of derogatory comments
purporting to have emanated from Bank officials or
ex-officials, The article had also appeared in the Asian
press. There had been serious garbling of certain matters
et which had caused much concern to the Governors and to
-t Lord Richardson whose name had also appeared. It seemed
clear that manuscript remarks by the Governor on an internal
memorandum had been made available to someone outside the
Bank. However, although enquiries had been made of all
those who appeared to have had a sight of the memorandum it
had not been possible to find how its contents had become
known outside. There was a discussion on what
possibilities were open to the Bank in either refuting the

comments in the article or minimising their effect,
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COMMITTEE OF TREASURY

THURSDAY 11 JULY 1985

Present

THE GOVERNOR

THE DEPUTY GOVERNOR
LORD NELSON

SIR HECTOR LAING

MR BLUNDEN

MR SCHOLEY

The Minutes of the last Meeting, having been circulated, were
approved,

At the Governor's invitation, the Deputy Governor spoke about
an approach for funds from the Chairman of the University of
Newcastle Development Trust's Appeal Committee, seeking
support to enable them to appoint a Reader in
micro-electronics on a permanent basis at the University.

1S

Capital endowment of £245,000 was being sought. The aims

I#A[‘lkf (~L°

behind establishing the Readership were to develop stronger
liaison between the University and industry in the north-east,
The appeal was not strictly charitable nor did it have any
specific technical or operational relevance to the Bank; but
the Agent, who was a member of the Council of the University,
was keen for the Bank to contribute and a donation of £500 was
proposed.

It was considered that the University was well worthy of
support and that a contribution from the Bank in this area of
B the country would be appreciated, The possibility of

approaches from other universities where the Bank had branches

Dmer Gle was recognised but the Committee were of the opinion that

support in this case was merited. After a brief discussion,
it was agreed that a donation of £1,000 be made to the

University of Newcastle Development Trust Appeal. It was
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also agreed that Agents should report instances where, in

G N

LD Ghs their official capacity, they joined a local body which might
? seek funds from the Bank.

‘The Governor then spoke about a proposed senior appointment to

Ald e the staff and invited the Deputy Governor to explain the

s background to the proposal.

| at the Board of Inland Revenue, had recently
expressed some dissatisfaction with his prospects in the Civil
Service and had approached the Bank to see if there were any
openings available. He was known to both Mr Walker and

Mr George and had come to the latter's attention during
discussions over changes in the tax regimes in the Gilt-Edged
market, It was considered that with his experience, he would
fit in well with Mr George's plans for the Gilts area,

Sir Lawrence Airey had been consulted and had been content

with the proposal for to join the Bank, although

was

| /apprised of the proposed move. After a brief discussion it
was agreed to submit to the Court of Directors a Minute of the

\ Committee of Treasury recommending that, with effect from

F- ¢, Y 9 September 1985 -

to be a Senior Manager
Gilt-Edged Division,
Board of Inland Revenue
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COMMITTEE OF TREASURY
THURSDAY 25 JULY 1985
Present

THE DEPUTY GOVERNOR
LORD NELSON

SIR ADRIAN CADBURY
MR BLUNDEN

MR SCHOLEY

The Minutes of the last Meeting, having been circulated, were

approved,

The Deputy Governor referred to the affairs of Johnson Matthey
Bankers, He first described the background to recent
discussions between the Bank and Whitehall and mentioned a
brief debate due to take place in the House of Commons the
following day. He then drew attention to the transcript of a
BBC News item of 23 July, copies of which had been made
available to Members, containing defamatory statements about
JMB. A letter to the BBC, drafted by Freshfields, drawing
attention to these statements was discussed and, apart from
some minor drafting amendments, the Committee agreed it should
be sent as proposed. The Deputy Governor then spoke about a
report that was due from the auditors of the indemnifying
bankers which was likely to indicate a smaller amount required
under the first call than had been expected,

4 W/m (S L8
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COMMITTEE OF TREASURY
THURSDAY 5 SEPTEMBER 1985
Present

THE GOVERNOR

THE DEPUTY GOVERNOR
LORD NELSON

SIR HECTOR LAING

MR BLUNDEN

The Minutes of the last meeting, having been circulated, were

approved.

/ Phe Governor spoke about a paper which had been circulated to
Members summarising proposals of a working party to consider the

setting up of a wholly-owned subsidiary of the Bank to handle all
.'.,_‘JH

er 4 o

commercial printing at the Printing Works. It was agreed that
'HMr Galpin should join the meeting for this and the remaining items
and he described how the restrictions of Section 26 of the Bank of
ok o< England Act 1694 affected not only the Printing Works but also the
sale of the Bulletin, This latter could be overcome by using
BE Services for the accounting, He explained the need for the
' company, to be known as Debden Security Printing Ltd, and its
\ Directors to be wholly independent of the Bank. It was proposed
that the authorised share capital should be £500,000 with £100,000
rr i issued, and with powers to issue up to £1 mn loan stock, The
company, whose registered office would be at Debden, would employ
no staff. It was agreed to submit the working party's proposals

to Court,.

The Governor informed the Committee that the Chancellor of the

Exchequer was pressing for the Department of Trade and Industry to

br 5., Set up an enquiry under the Companies Act into the collapse of

| ‘ JMB, The Bank were opposed to this suggestion because it would
interfere with the strategy of returning JMB to the private sector
and would certainly delay that objective,. Confidence in JMB
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‘ would be seriously affected and could lead to its liquidation;
The Governor considered that if an enquiry were announced, it
would be necessary, in the circumstances, for the Bank to issue a

disclaimer of financial responsibility for JMB.

The Committee discussed the implications of the Chancellor's

b2 |
‘ proposal and considered a number of arguments to support the
Bank's opposition to it.
At the Governor's invitation, Mr Galpin spoke about proposals for
two senior staff appointments and it was agreed to recommend to
the Court of Directors that:
b P . . .
I-e0-01 be Assistant Chief Registrar,
B, Zls Assistant to the Chief Scale 9, with effect from
i Registrar, Scale 8 12 October 1985, at a basic salary
of
be Head of the Information
A Manager, Personnel Division, Scale 9, with effect
Division, Scale 8 from 21 October 1985, at a basic

salary of
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COMMITTEE OF TREASURY

THURSDAY 19 SEPTEMBER 1985

Present

THE GOVERNOR

SIR ADRIAN CADBURY
SIR HECTOR LAING
MR BLUNDEN

MR SCHOLEY

The Minutes of the last Meeting, having been circulated,

were approved.

A Report of the Committee to Consider the Securities of
Certain Funds was laid before the Committee and passed
without discussion to the Court.

B W In introducing a Minute of the Committee concerning two
e0 ) senior appointments, the Governor spoke briefly about
‘measures being taken to strengthen and improve the
supervision of banks and other financial institutions, which
‘he proposed to present to Court that day. He touched on
- some of the problems over lines of responsibility in the
area of Banking Supervision, which had subsequently been
resolved and said that the various changes it was proposed
to introduce would be announced at a Press conference on the
T 7% following Tuesday which he and the Deputy Governor would
hold. There would be a general statement "on the record"
followed by an "off the record" opportunity for questions
.and the clarification of any matters of detail. After a
" short discussion, the Committee agreed to submit a
recommendation to the Court of Directors that the following

appointments be made -

| 1 With effect from 1 October 1985 -

- D A DAWKINS to be an Associate Director at
Assistant Director, a salary to per annum,
Scale 12,

Financial Supervision:
General Division

Bank of England Archive (G8/94)



79

2 With effect from a date to be agreed -

J P CHARKHAM (54) to be Chief Adviser on
Senior Official, Point 'B'.
seconded to PRO NED

. £

/7 W‘—v /ﬁg‘cs-
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COMMITTEE OF TREASURY
THURSDAY 3 OCTOBER 1985
Present

THE DEPUTY GOVERNOR
LORD NELSON

SIR ADRIAN CADBURY
SIR HECTOR LAING

MR BLUNDEN

MR SCHOLEY

With reference to a Minute of 14 March the Deputy Governor reminded
the Committee that it had been agreed to make an ex gratia payment
of £5,000 to Mr Galpin in recognition of his involvement as
Chairman of JMB for the six months ended March 1985, He had now
relinquished his responsibilities after a further six months and it

was for consideration whether a further payment was appropriate,.
The Committee agreed that in view of the heavy burden he had

carried, a second and final ex gratia payment of £5,000 should be
made to Mr Galpin.
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COMMITTEE OF TREASURY
THURSDAY 17 OCTOBER 1985
Present

THE GOVERNOR

THE DEPUTY GOVERNOR
SIR ADRIAN CADBURY
SIR HECTOR LAING

MR BLUNDEN

MR SCHOLEY

The Minutes of the Meetings of 19 September and 3 October,
having been circulated, were approved,

The Governor informed the Committee that, in preparing the
White paper for the new Banking Act, HM Treasury had put
forward a proposal for the formation of a Banking Commission
as a body which would be ultimately responsible for
supervisory decisions, The proposal had already been
forwarded to the Prime Minister, subject to the Governor's
views, for a meeting on 28 October, There was little time
for consideration because of the wish to include the
proposal in the Parliamentary timetable, The proposed
Commission would be chaired by the Governor, and would
include the Deputy Governor, the Banking Supervision
Director together with a number of Accountants, Lawyers and
retired Bankers. The aims were to improve accountability,
remove conflicts within the Bank and enhance the status of

Supervision,

There was a feeling within the Bank that more practitioner
input to supervision would be helpful. On the desirability
of separation of the function from the Bank there were
different views. It could be argued that separation of the
function might help relations between the Bank and other
banks; it would also accord with practice in most other
industrial countries; and as there was likely to be a
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long-term trend towards more dirigiste approach to Banking

Supervision, further accretions might be better added to a

T Q0.0 separate body. On the other hand, both Supervisors and the
Bank as a whole gained from each other's activities; the
present system provided an important point of contact and
information; and it usually proved not too difficult to

resolve conflicts,

In framing their proposal, HMT had overlooked a number of
practical difficulties, particularly with regard to the
[ ’ appointment of Commissioners and the staffing of the
Commission. In addition the position of Court would be
affected by the loss of its statutory powers for Banking
Supervision. It had therefore been suggested that, as an
alternative, an Advisory Committee be formed, with similar
| composition, bringing outside expertise to bear but leaving
responsibility with the Court.

In the following discussion, the advantage for the Governor
to have such an Advisory body was stressed: the Governor's
position would be strengthened by advice from those with
Cran.0) practitioner backgrounds. It was not practical for Court
' to deal with such problems, especially where conflicts of
’ interest might arise. It was therefore agreed that this
alternative proposal for the formation of an Advisory body
should be submitted to Court.

The Governor then referred to another aspect of the Banking
Act, in relation to Auditors. HM Treasury were proposing
1 that it should be mandatory for Auditors to report their
£ 09 findings to the Supervisors without reference to their
clients. This view was being strongly opposed by the Bank
and the Committee agreed that a firm stand should be taken

against this proposal.

/@W
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COMMITTEE OF TREASURY

THURSDAY 31 OCTOBER 1985

Present

THE GOVERNOR

THE DEPUTY GOVERNOR
SIR ADRIAN CADBURY
SIR HECTOR LAING

MR BLUNDEN

MR SCHOLEY

The Minutes of the last Meeting, having been circulated, were

approved.

The Governor informed the Committee that the Chairman of Portals
Holdings PLC had asked him if Mr Blunden could remain as the
Bank's nominee on the Board of Portals after his appointment as
Deputy Governor, Mr Blunden had indicated that he would like to
continue and would value the continuing contact. The
ol Gls implications of Section 11 (1) of the Charter, which laid down
that the Governors should render exclusive service to the Bank,
had been considered. It was felt that there were no unmanageable
conflicts of interest and this view had been supported by
Freshfields although it would be necessary for Mr Blunden to

surrender his fees to the Bank,

The Chief Cashier had expressed concern over the proposal because
the line pursued by Portals in the recent past had not always been

in accord with the Bank's views. However, such matters had
e Gl

( usually come before the Board of Portals Ltd rather than Portals

C1-7110) Holdings PLC and no difficulties had arisen., The Committee

agreed that it was important to maintain contact and that there
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would be merit in Mr Blunden remaining on the Board. The
possibility of nominating an alternate to attend when necessary
would be explored with the Chairman. Meanwhile the proposal
would be submitted to Court.

At the Governor's invitation, and with reference to a Minute of

24 November 1983, the Deputy Governor described a proposal from
the Consultative Committee established to examine Bank support for
clubs and societies for further support for the Barbican . The
Consultative Committee had recommended that if it were decided to
give further support it would be preferable to do this by taking
out corporate membership of the Royal Shakespeare Company and/or
the London Symphony Orchestra which would provide potential for
official entertainment and opportunities for the staff to be
offered tickets, rather than by direct donation. It had
therefore been proposed that the Bank should subscribe to
corporate gold membership of the Royal Shakespeare Company which
would provide four top-price seats each fortnight throughout the
season at an annual subscription currently of £2,500; and
corporate friendship of the London Symphony Orchestra which would
give discounts and priority bookings at an expected annual charge
of £450, It was agreed that these facilities be introduced for a
trial period of one year subject to review next autumn to decide
whether or not the facilities should be continued in 1987.

With reference to a Minute of 19 January 1984 the Governor invited
the Deputy Governor to outline the progress made for the appeals
for funds to support the research project by Dr Derek Keene on the
site and neighbourhood of the Bank. The Deputy Governor
explained the research being undertaken and spoke of the somewhat
disappointing response to the approaches made to the institutions
in the area. The original target of £110,000, of which the Bank
might have contributed between £18,000 and £22,000, was not going
to be achieved and it was proposed that the Bank's contribution
should therefore be £15,000.

There was some discussion and it was agreed that a sum of £15,000
be made available only on the clear assurance from Dr Keene that

the reduced overall total would be sufficient to ensure a viable
project.
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The Governor then referred to the proposal from HM Treasury for
the formulation of a Banking Commission which had been discussed
at Court the previous week. A meeting had been held recently at
Downing Street to discuss proposals on this matter from both the
Bank and the Treasury. The Prime Minister had indicated that the
proposals were not too far apart and had asked for the differences
to be resolved; further proposals from HM Treasury were

awaited. The Governor also reported that understanding had been
reached, for the purposes of the white paper, on the level of duty
to be placed on Auditors to communicate their findings to

supervisors.

Finally the Governor informed the Committee that he had been
invited to speak at the AGM of Business in the Community and to
advocate increased corporate giving to the extent of committing 1%
of pre-tax profits for charitable purposes. He recognised that
this raised sensitive issues and cut across the Governor's
traditional stance of declining to lend his name to fund-raising
activities and he invited the Committee's views. In the
discussion that followed, it was thought appropriate that the
Governor should give support to the proposal that corporate giving
be increased but it was felt preferable to avoid suggesting any
particular level. Emphasis should also be placed on the need to
provide management resources, as well as donations, and in this
respect the Bank's record of making secondments for this purpose
was thought to be good.

[4. No~vomto 195
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COMMITTEE OF TREASURY

THURSDAY 14 NOVEMBER 1985

Present

THE GOVERNOR

LORD NELSON

SIR ADRIAN CADBURY
SIR HECTOR LAING
MR BLUNDEN

The Minutes of the last

were approved.
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The Governor then informed the Committee that the recent
departure of Mr M J Balfour had not been marked by any
kind of presentation. He was aware that replicas of
napkin rings used in the Governor's Dining room were

C\a presented only to Directors on their departure and that to
extend this to an Assistant Director would be a departure
from precedent, But Mr Balfour had been the Bank's most
senior official at the time of his retirement, with a long
and distinguished service and he would like to make an

exception in his case.

There was some discussion about making gifts on retirement
to senior officials with long service and it was decided
U e that this was a matter for consideration on another
occasion, In the meantime it was agreed to present to
Mr Balfour a replica of his napkin ring. It was further
agreed that when retiring Directors received their replica
napkin rings, a gift of one dozen napkins should also be

made to their wives,
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COMMITTEE OF TREASURY

THURSDAY 12 DECEMBER 1985

Present

THE GOVERNOR

THE DEPUTY GOVERNOR
LORD NELSON

SIR ADRIAN CADBURY
SIR HECTOR LAING

MR SCHOLEY

The Minutes of the last Meeting, having been circulated, were
approved.,

The Governor introduced a Minute of the Committee proposing
certain changes to the composition of the Standing Committees
and the Special Committee of Court consequent upon the
departure of the Deputy Governor and the appointment of Mr
Blunden as Deputy Governor with effect from 1 January 1986, to
cover the period until new appointments were made to the Court
from 1 March. It was agreed to submit the proposed changes to
Court.

The Governor invited Sir Adrian Cadbury to introduce a Report
of the Trustees of the Court Pension Scheme which contained a
recommendation to make certain changes to the Rules of the
Scheme relating to deferred pensions. Sir Adrian Cadbury
explained the background to the changes and it was agreed to
recommend to the Court that:

(a) a Member who leaves before Normal Retirement Age and is
granted a deferred pension be allowed to request that
provided he is still in employment payment of his
pension be deferred until such date as he shall choose
subject to the requirement that this option shall not
continue beyond age 70;
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(b) at the date when the pension is brought into payment it
will be increased on an actuarial basis to take account
of the period of deferment.

At the Governor's invitation, Sir Adrian Cadbury then went on
to introduce proposals regarding Mr Blunden's remuneration as
Deputy Governor from 1 January 1986 and the pension
arrangements in respect of his term of office. Special
remuneration for the position of Deputy Governor was presently
at the rate of £72,950 a year, excluding fee, but before
deciding on the level for Mr Blunden it was necessary to
consider this in the context of proposals for his pension

arrangements.

Although it would be possible for him to rejoin the Court
Pension Scheme, the Inland Revenue rules would only allow
accrual of benefits at half the normal rate because of the
break in service and funding at the Scheme's current
contribution rate would produce a surplus in the Scheme. An
alternative would be for Mr Blunden to be regarded as
"self-employed" for pension purposes. Inland Revenue rules
would allow up to 20% of pensionable remuneration for the
purchase of an insurance policy to provide benefits on
retirement. However, it would be inequitable for Mr Blunden
to provide this from the present level of special
remuneration; but it would be possible for the remuneration to
be enhanced to a level which, after deduction of the maximum
premium allowable, would leave him with remuneration of
£72,950. The figure for this was £91,563. A further
proposal would provide a death in service benefit by the

payment by the Bank of a small annual contribution.

Sir Adrian Cadbury acknowledged that, prima facie, the figure
for remuneration would appear inconsistent with the
remuneration of other Executive Members of Court but that a
note of explanation could be provided in the Bank's Accounts.
In considering the proposals, the Committee expressed some
concern over the matter of presentation and after some
discussion it was agreed that whilst the proposals were
generally acceptable, they should be put to Court with a view
to considering alternative ways of providing the pension
arrangements.
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Minute of 31 October the Governor invited
to speak to the Committee about the

the site and neighbourhood of the Bank.
said that he had had a further meeting with
had satisfied him that the project remained
generally disappointing response to the

He conveyed to the Committee the

expressions of thanks he had received for the Bank's help in

the project and the

Committee agreed that the contribution of

£15,000 should be made available.
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COMMITTEE OF TREASURY
THURSDAY 19 DECEMBER 1985
Present
THE GOVERNOR
THE DEPUTY GOVERNOR
LORD NELSON
SIR ADRIAN CADBURY
SIR HECTOR LAING
MR BLUNDEN
The Minutes of the last Meeting, having been circulated,
were approved.
A quarterly Report from the Audit Committee was laid
before the Committee and it was agreed that it should be
submitted to Court without discussion.
The Governor introduced a Minute of the Committee

~J2H recommending changes to the composition of the Boards of

172 four of the Bank's subsidiary companies, namely BE

~r . ') Services Ltd., Bank of England Nominees Ltd., Securities
= Management Trust Ltd., and Houblon Nominees and it was
‘ s agreed that it should be submitted to Court. Mr Blunden
LI 8 1
Do Cds mentioned that he intended to remain Chairman of Slater

Walker for the time being.

The Governor then spoke about the need to establish the
Central Gilts Office as an office in its own right and it
was agreed to recommend to Court that, with effect from

2 January 1986 in the Registrar's Department -

Kl Gl 1 Chief Registrar's Office (Bank Buildings) be
disbanded.

2 Central Gilts Office be created,.
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\ Mr Blunden having withdrawn, the Governor invited

Sir Adrian Cadbury to speak to the Committee about
proposals for the remuneration and pension arrangements
for Mr Blunden as Deputy Governor from 1 January 1986.

He referred to a Minute of the previous week and said
(o § ) e : :
2 ol there had been further discussions with the Bank's

0Wice Cle auditors. The arrangements proposed were the most
satisfactory in the circumstances but disclosure in the
Bank's accounts could not be avoided. However, he was
satisfied that the presentation would not cause undue
difficulty and he provided the Committee with examples of
the figures which might appear. After a short discussion

it was agreed that the Minute be submitted to Court.

/1M
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