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The term ‘Barclays PLC Group’ or the ‘Group’ means Barclays PLC together with its subsidiaries 
and the term ‘Barclays Bank PLC Group’ means Barclays Bank PLC together with its subsidiaries. 
‘Barclays’ and ‘Group’ are terms which are used to refer to either of the preceding groups when 
the subject matter is identical. The term ‘Company’, ‘Parent Company’ or ‘Parent’ refers to Barclays 
PLC and the term ‘Bank’ refers to Barclays Bank PLC. In this report, the abbreviations ‘£m’ and 
‘£bn’ represent millions and thousands of millions of pounds sterling respectively; the 
abbreviations ‘US$m’ and ‘US$bn’ represent millions and thousands of millions of US Dollars 
respectively and ‘€m’ and ‘€bn’ represent millions and thousands of millions of euros respectively.

Unless otherwise stated, the income statement analyses compare the 12 months to 31 December 
2011 to the corresponding 12 months of 2010 and balance sheet comparisons, relate to the 
corresponding position at 31 December 2010. Unless otherwise stated, all disclosed figures relate 
to continuing operations. Relevant terms that are used in this document but are not defined under 
applicable regulatory guidance or International Financial Reporting Standards (IFRS) are explained 
in the glossary online at www.barclays.com/annualreport. A hard copy can be provided on request 
by contacting Barclays Investor Relations, Barclays PLC, 1 Churchill Place, London E14 5HP.

Adjusted profit before tax and adjusted performance measures have been presented to provide 
a more consistent basis for comparing business performance between periods. Adjusted profit 
before tax is explained further on page 22 and defined in the glossary.

Forward-looking statements
This document contains certain forward-looking statements within the meaning of Section 21E 
of the US Securities Exchange Act of 1934, as amended, and Section 27A of the US Securities 
Act of 1933, as amended, with respect to certain of the Group’s plans and its current goals and 
expectations relating to its future financial condition and performance. Barclays cautions readers 
that no forward-looking statement is a guarantee of future performance and that actual results 
could differ materially from those contained in the forward-looking statements. These 
forward-looking statements can be identified by the fact that they do not relate only to historical 
or current facts. Forward-looking statements sometimes use words such as “may”, “will”, “seek”, 
“continue”, “aim”, “anticipate”, “target”, “expect”, “estimate”, “intend”, “plan”, “goal”, “believe” or 
other words of similar meaning. Examples of forward-looking statements include, among others, 
statements regarding the Group’s future financial position, income growth, assets, impairment 
charges, business strategy, capital ratios, leverage, payment of dividends, projected levels of 
growth in the banking and financial markets, projected costs, estimates of capital expenditures 
and plans and objectives for future operations and other statements that are not historical fact. 
By their nature, forward-looking statements involve risk and uncertainty because they relate to 
future events and circumstances, including, but not limited to, UK domestic, Eurozone and global 
economic and business conditions, the effects of continued volatility in credit markets, market 
related risks such as changes in interest rates and exchange rates, effects of changes in valuation 
of credit market exposures, changes in valuation of issued notes, the policies and actions of 
governmental and regulatory authorities (including requirements regarding capital and Group 
structures and the potential for one or more countries exiting the Euro), changes in legislation, 
the further development of standards and interpretations under IFRS applicable to past, current 
and future periods, evolving practices with regard to the interpretation and application of 
standards under IFRS, the outcome of current and future litigation, the success of future 
acquisitions and other strategic transactions and the impact of competition – a number of 
such factors being beyond the Group’s control. As a result, the Group’s actual future results 
may differ materially from the plans, goals, and expectations set forth in the Group’s forward-
looking statements.

Any forward-looking statements made herein are as at the date they are made. Except as required 
by the UK Financial Services Authority (FSA), the London Stock Exchange plc (LSE) or applicable 
law, Barclays expressly disclaims any obligation or undertaking to release publicly updates or 
revisions to forward-looking statements to reflect any change in Barclays expectations with regard 
thereto or any change in events, conditions or circumstances on which any such statement is 
based. The reader should, however, consult any additional disclosures that Barclays has made 
or may make in documents it has filed or may file with the LSE and/or the SEC.

The Annual Report includes certain information required to be included in the joint Barclays PLC 
and Barclays Bank PLC Annual Report on Form 20-F for 2011. Form 20-F will contain as exhibits 
certificates pursuant to Sections 302 and 906 of the Sarbanes-Oxley Act of 2002, signed by the 
Chief Executive and the Group Finance Director.

Our leadership team discusses the  
year and the future for Barclays

More detail, including videos, can be found online at 
www.barclays.com/annualreport

What our strategy is and how we   
manage our business to achieve this

It is important that we run our business with a clear  
strategy that takes in to account market conditions 

How we measure success within  
Barclays and reward performance

The evidence our strategy is being successfully implemented 

Detailed information

Full disclosure and discussion in depth 
www.barclays.com/annualreport

Cover image

As part of our Citizenship agenda, we focus on empowering young people  
with the necessary financial, entrepreneurial and life skills to achieve economic 
independence and security. 

Barclays supports Cycle into Work, an initiative developed and delivered by  
our social enterprise partner Bikeworks, which helps disadvantaged Londoners  
to learn key skills and find employment in the cycling industry.

The community investment programme supports Bikeworks to work in 
partnership with homeless hostels and shelters in London to reach vulnerable 
young people, offering them bicycle building and maintenance courses.

Employees also volunteer as mentors to help participants improve their 
confidence, communication skills and job prospects, as well as provide them 
with opportunities for team work and social interaction.

Trainees access on-the-job training and professional qualifications in bike 
mechanics alongside tailored personal development support. Graduates  
of the programme are then supported to access employment opportunities  
with Barclays Cycle Hire and cycling retailers in London.

www.bikeworks.org.uk
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Barclays at a glance

Barclays universal banking model continues to  
be a competitive strength. Revenues remained  
resilient overall, reflecting the strength of our  
customer franchise and the balanced mix of 
our business. We have intensified our cost  
discipline while selectively investing in growth 
areas that support our execution priorities.

Total income Credit impairment Profit before tax

£32,292m £3,802m £5,879m
Total income up 3% on 2010. 
Adjusted income excluding own credit  
and debt buy-backs down 8%

Credit impairment improved 33%  
on 2010

Profit before tax down 3%. Adjusted profit 
before tax down 2% and broadly balanced 
across the retail and investment banking 
businesses

Liquidity pool Core Tier 1 ratio Return on equity

£152bn 11.0% 5.8%
Liquidity pool remained strong,  
in line with 2010

Core Tier 1 ratio strengthened from  
10.8% at year end 2010

Return on average shareholders’ equity 
down on prior year due to worse than 
predicted macro economic conditions. 
Adjusted return on average shareholders’ 
equity 6.6%

Gross new lending to UK Institutional funding People supported

£45.0bn $1 trillion 2,000,000
Gross new lending to UK household and 
businesses of £45.0bn and Project Merlin 
lending targets exceeded by 13%.

Raised over $1trn of funding for institutions, 
including almost $400bn for governments 
and public sector entities

Supported over 2 million people, primarily 
building their enterprise, employment 
and money management skills, including 
helping 3,500 people to find employment 
through a range of programmes

2009 2010 2011

337p 346p
391p

2009 2010 2011

£4,942m
£5,707m £5,590m

2009 2010 2011

2.5p 

5.5p
6.0p

Net tangible asset value per share Adjusted profit before tax Dividends per share
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Barclays is a major global financial services provider  
engaged in retail banking, credit cards, corporate  
and investment banking and wealth management  
with an extensive international presence.  
With over 300 years of history and expertise  
in banking, Barclays operates in over 50 countries  
and employs over 140,000 people.

Why we report by segment and geography

We move, lend, invest and protect money for customers and 
clients worldwide.

By reporting by business segment and geography, we demonstrate  
the diversification of our business, and the universal banking model 
which we operate. 

Retail and Business Banking

1 UK Retail and Business Banking – £4,656m
UK Retail and Business Banking is a leading UK high street bank providing 
current account and savings products and Woolwich branded mortgages. 
UK Retail and Business Banking also provides unsecured loans and general 
insurance as well as banking and money transmission services to small 
and medium sized businesses.

2 Europe Retail and Business Banking – £1,226m
Europe Retail and Business Banking provide retail services, including credit 
cards, in Spain, Italy, Portugal and France, as well as lending to small and 
medium sized businesses, through a variety of distribution channels.

3 Africa Retail and Business Banking – £3,767m
Africa Retail and Business Banking provides retail, corporate and credit 
card services across Africa and the Indian Ocean. Africa Retail and 
Business Banking combines the operations previously reported as Barclays 
Africa and Absa.

4 Barclaycard – £4,095m
Barclaycard is an international payments business service provider to retail 
and business customers including credit cards and consumer lending.
  

Corporate and Investment Banking

5 Barclays Capital – £10,335m
Barclays Capital is the investment banking division of Barclays providing 
large corporate, government and institutional clients with a full spectrum 
of solutions to meet their strategic advisory, financing and risk 
management needs.

6 Barclays Corporate – £2,912m
Barclays Corporate provides integrated banking solutions to large corporates, 
financial institutions and multi-nationals in the UK and internationally.
  

7 Barclays Wealth – £1,744m
Barclays Wealth is the wealth management division of Barclays. It focuses 
on private and intermediary clients worldwide, providing international and 
private banking, fiduciary services and brokerage.

8 Investment Management – £53m
Investment Management manages the Group’s economic interest in 
BlackRock, Inc. and the residual elements relating to Barclays Global 
Investors, which was sold on 1 December 2009.
  

Barclays Head Office Functions and Other Operations – (£334m)  
Head Office Functions and Other Operations comprise head office and 
central support functions and consolidation adjustments. This figure excludes 
own credit gain of £2,708m and gains on debt buy-backs of £1,130m.

1

2

3

4

5

7

6

8

A

BC

D

E

Total income by  
business segment*

Total income by 
geographic region*

A UK – £11,981m
B Europe – £4,207m
C Americas – £6,025m
D Africa and Middle East – £4,967m
E Asia – £1,274m

*excluding own credit and debt buy-backs
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Group Chairman’s statement

 Our performance in 2011 
reflected the challenging economic 
environment in which we operated. 

Marcus Agius
Group Chairman
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Market conditions in the second half of the year 
were particularly difficult as investor nervousness 
over global economic growth prospects grew 
and concerns about the fiscal deficit of certain 
Eurozone countries became acute.

The Board is resolved to navigate the current difficult economic 
environment safely, ensuring that Barclays is positioned to continue to be 
profitable and successful in the future. We are also committed to acting as 
responsible corporate citizens at a time when so many people have been 
affected by the financial crisis and subsequent economic downturn.

The Board and I are very conscious that returns to shareholders have been 
unacceptably low in recent years. The urgent priority for the Group in this 
respect is to improve its Return on Equity (whilst not increasing leverage), 
as the correlation between the price to book value ratio (and hence share 
price) and Return on Equity has been very strong. In the short term, our 
business is still adjusting to the significantly higher levels of capital that 
we now have to hold as a result of new regulatory requirements. 
Accordingly, we are focused on ensuring that actions are in place to drive 
a significant and sustainable increase in the Return on Equity and, hence, 
the share price over the medium term. The share prices of banks were 
impacted during the year by the Eurozone debt crisis, which deteriorated 
further in 2011, with sovereign bond yields in a number of countries rising 
to unsustainable levels. Fortunately, there has been notable progress over 
the past few months, with Eurozone leaders committing to a system of 
enforceable fiscal rules designed to bolster confidence in the ability of 
countries to service and repay their debt. In addition, the action of the 
European Central Bank to provide liquidity support to banks has helped 
confidence. Although financial market volatility is likely to remain high, 
we believe the current European downturn will be moderate.

Uncertainty of regulation continues to dominate the agenda, however 
there are welcome signs that some of the regulatory fog within which we 
have been operating over the last four years is beginning to clear. The 
publication of the rules regarding the capital levels to be held by 
“Systemically Important Financial Institutions”, of which Barclays is one, 
and the acceptance by the UK Government of the Final Report by the 
Independent Commission on Banking, were important milestones in this 
respect. We welcome the move towards regulatory certainty that this 
brings, as it allows Barclays and the rest of the banking industry in the UK 
to plan ahead with a greater level of clarity. Barclays engaged constructively 
with the commissioners during their deliberations and the final report 
makes a number of recommendations which will make the industry 
safer and more sound. Whilst we do not agree that the proposed retail 
ring-fence is the best solution, we are clear that Barclays can accommodate 
it and we will work with the regulators and the Government on its 
introduction. Most importantly, it means that the universal banking model 
which we operate, and which we believe brings diversified strength to our 
business, will continue to be valid for the future. It is critically important 
that the new regulatory architecture is monitored carefully to ensure that 
it does not result in unintended consequences, particularly given the 
essential role that banks need to play in supporting economic recovery. 
It also continues to be vital that international banks such as Barclays can 
operate on a global level playing field and there are some concerning signs 
that the UK continues to be super equivalent in a number of key areas.

Remuneration
Remuneration continues to be the subject of considerable discussion. It 
remains our policy that we only pay for performance, not failure, and that 
we only pay the minimum necessary to be competitive. Historically, there 

Your Chairman’s view 

The Chairman’s primary role is to provide leadership to the Board, 
creating the conditions for overall Board effectiveness and ensuring 
that Barclays satisfies its legal and regulatory responsibilities.

Here he takes the opportunity to provide his views on the performance 
of Barclays, the Board, and thoughts on current economic conditions.

has been intense competition for talent, particularly in the investment 
banking industry. The difficult economic environment and the impact 
of regulation on the profitability of investment banking lessened this 
competition in 2011 and, as a consequence, performance related pay 
across the Group reduced significantly. We recognise that compensation 
has to adjust to the new reality of lower returns for the sector and we 
will continue to ensure that our remuneration policies and practices are 
aligned with the long-term interests of our shareholders.

Citizenship
Barclays has always taken its role in society seriously and believes that 
being a valued, respected and trusted citizen is vital in creating sustainable 
shareholder value. That ethos has been part of our corporate values since 
the bank was founded over 300 years ago. Events in the global economy 
have led us to reflect further on how we help others recognise the value  
of what we do.

Citizenship as an execution priority for Barclays is about three things: how 
we contribute to growth in the real economy; the way we do business; and 
supporting our communities. We see our success as inseparable from that 
of the communities we serve and so will bring the same discipline and focus 
to this part of our agenda as for everything else that we do. Indeed, our 
community investment increased by 15% to £63m in 2011. More importantly, 
by aligning our community investment strategy to our core business, the 
positive impact of our activity is much more than just a financial contribution. 
Youth unemployment is at record levels and last year we saw the 
consequences of the resulting disaffection expressed in a very public way. 
The future of communities and economies around the world is reliant on 
the next generation having the right skills. Our community programmes 
are focused on empowering disadvantaged young people by helping them 
access the skills they need to achieve financial independence and security.

Talented and diverse employees are not only crucial to delivering our 
Citizenship agenda, but are the foundation of our success across all 
business priorities. We have committed to ensure that at least 20% of our 
Board will be made up of women by the end of 2013, rising to 25% by 2015.

Board Changes 
The only Board change during the year was the retirement of Sir Richard 
Broadbent as Deputy Chairman in September. Richard joined the Board in 
2003 and was an outstanding non-executive Director, chairing the Board 
Risk Committee from 2006 to 2009 and the Board Remuneration 
Committee from 2007 to 2011. He became Senior Independent Director in 
2004 and Deputy Chairman in 2009. His clarity of thought and steadiness 
of nerve were particularly valuable during the financial crisis. We will miss 
his insights and immense contribution and wish him well for the future.

Conclusion
In conclusion, I would like, on behalf of the Board – and on behalf of all our 
shareholders – to thank Barclays 140,000 employees. They have continued 
to work hard in a very difficult environment to deliver excellent service to 
our customers and clients. It is through their efforts that Barclays will 
succeed in rebuilding the trust of our key stakeholders and deliver 
sustainable value to our shareholders.
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Chief Executive’s review

 When we’re at our best, we 
serve the real economy by doing 
our best for all our stakeholders: 
our customers and clients, the 
communities we serve, our 
people and our shareholders. 

Bob Diamond
Chief Executive
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Your Chief Executive’s view 

The Chief Executive Officer is responsible for managing the daily 
operations of Barclays through working closely with the Executive 
Committee and overseeing successful delivery of the Group strategy. 
His priorities are a focus on four areas of execution: Capital, Funding 
and Liquidity; Returns; Income Growth; and Citizenship, which he uses 
to guide Barclays through the uncertain economic and regulatory 
environment and deliver shareholder returns.

In this summary, he reflects on the year, giving his views on progress 
towards delivery of our strategy.

2011 was marked by a challenging market and 
economic environment and our solid performance 
relative to global peers demonstrates the strength 
of our universal banking model and our relentless 
focus on clients and customers. Our focus in 2011 
was firmly on delivering progress against the four 
execution priorities. I’d like to give you a review of 
what we achieved.

Capital, Funding and Liquidity
When I look back over the last few years, one of Barclays best decisions 
came in October 2008 when regulators made clear that they wanted 
banks to raise the bar for equity capital. We decided to raise capital swiftly 
and in scale, to put our ratios ahead of regulatory requirements. We 
wanted to put a metaphorical sign up for customers and clients saying 
that Barclays was open for business. Today we’re recognised for our 
strength in terms of capital, liquidity and funding, and as a result we are 
seen by customers as a safe haven in times of stress. 

Our capital position remains rock solid. Even after absorbing the full 
impact of the third Capital Requirements Directive, our Core Tier 1 ratio 
stands at 11% and we have a liquidity pool of £152bn that provides 
protection against unexpected market fluctuations. 

Returns
While we use many metrics to manage and measure the business, 
return on equity is the financial measure that correlates most closely with 
shareholder value, so it’s extremely important to us. Our 13% return target 
was a vital factor in helping us make disciplined choices over the last 
12 months, but we know that our returns today remain unsatisfactory 
and that we have a lot more work to do.      

Since we set this target last year we have faced some significant external 
headwinds which are detailed over the page in our review of the market 
and operating environment. Notwithstanding these, we have made a lot of 
progress on the journey towards achieving our targets. Through operating 
as a more integrated business we have been able to begin to drive the cost 
efficiency that will be necessary to deliver that goal, and as a result have 
increased our cost target to a saving of £2bn by 2013. 

Our portfolio of businesses continued to evolve and strengthen, and most 
of our businesses increased their return on equity in 2011.

We continue to believe that a return on equity of 13% is the right goal, 
but our ability to achieve this by 2013 will depend upon economic, market 
and regulatory developments. We remain fully committed to delivering 
13% returns over time, by driving improved business performance, 
reducing expenses, and maintaining a disciplined approach to capital 
and funding costs.

Income growth
Given the difficult economic environment, we’re pleased that we were 
able to grow income, underlying profit, and market share in many of our 
businesses. We enter 2012 in a stronger competitive position. 

In UK Retail and Business Banking net operating income grew 11%, 
Barclaycard net income was up 21%, our African business net income 
grew 11% in local currencies, and Wealth Management had its third 
successive year of double digit income growth as we continue to build 
that business.

Income and profits were down in Investment Banking in a very tough 
market but we continue to have real momentum, which is particularly 
evident in those areas where we’ve been actively investing, such as 
Equities and Advisory. This progress was recognized by International 
Financing Review (IFR) when it named Barclays Capital its “2011 Bank 
of the Year” for “growing market share across the board, and becoming 
an increasingly go-to investment bank”.

Citizenship
We have recognized that banks need to become better citizens and that 
our ability to do this is critical to generate long term value for shareholders. 
This is not philanthropy – it’s about using Barclays unique skills and 
resources to deliver real commercial benefits in a way that also creates 
sustainable value for society. 

We have made firm progress against our Citizenship agenda in 2011, 
delivering benefits to the real economy. We exceeded our Project Merlin 
targets by 13% and delivered £44bn to UK business; we helped 108,000 
businesses start up; we helped corporates and institutions raise $1 trillion 
of financing through the capital markets globally, including almost $400bn 
for governments and the public sector; we employed almost 1,500 
graduates and have committed to creating over 1,000 apprenticeships; 
and we will continue to do everything we can to support our customers 
and clients in 2012. 

We know we have a responsibility to help generate economic growth and 
create jobs – and we are fully committed to playing our part. 

You will find additional information relating to our Citizenship agenda in 
this document and a Citizenship Report with detailed information on our 
goals, our targets and our achievements will be available online from 
23 April 2012. 

Looking forward to 2012
As I look back at 2011, we made firm progress and right across Barclays 
we entered 2012 in a stronger position. We recognise that in order to 
achieve our return target we need to improve profitability substantially 
going forward and we are determined to do that, using all the means 
within our control to drive the business.

Turning to the external environment, while there are some positive signs 
of economic recovery, particularly in the US, and increasing clarity on 
regulation, the global macro-economic, political and regulatory 
environment remains uncertain and we must again expect a challenging 
environment in 2012.

As we have shown in the past year, however, Barclays is well positioned 
to improve our competitive positioning across businesses in challenging 
environments. Our universal banking model, as well as our rock solid 
capital, liquidity and funding positions, give us the balance and flexibility 
to meet the challenges ahead. We are confident that by putting clients 
and customers at the center of everything we do, we will support 
economic growth more broadly and generate the financial returns we’re 
targeting over time.

When we’re at our best, we serve the real economy by doing our best for 
all our stakeholders: our customers and clients, the communities we serve, 
our people and our shareholders. To be anything less than our best is 
letting all these people down. That’s why we aspire for Barclays to be one 
of the best organised, best managed and most productive private sector 
banks in the world.
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Market and operating environment

Although our performance in 2011 was adversely impacted by difficult 
economic conditions, we welcome the increased clarity from the UK and 
global regulators and expect further developments throughout 2012.  
Nevertheless, our capital, funding and liquidity positions remain a source 
of stability for our customers and clients and support us meeting future 
regulatory requirements.

Economic growth
2011 saw a number of government agencies, including the UK Treasury 
and US Fed, and supranational bodies, such as the IMF and the World 
Bank, downgrade their GDP growth forecasts. Although financial market 
volatility is likely to remain high, we believe the current European downturn 
will be moderate.

Eurozone
The issue. In 2011, the Eurozone continued to weaken with slowing GDP 
growth, high unemployment and ongoing political uncertainty. This has 
impacted Barclays through low client volumes as investors reduced their 
exposure to riskier asset classes, currency risk with significant fluctuations 
in the value of the Euro, and through increased funding costs due to a 
perceived deterioration in the credit risk of European banks.

What we have done about it. Barclays continues to closely monitor its 
exposure to Eurozone countries. The majority of sovereign exposures are 
used for hedging interest rate risk relating to local activities and have been 
actively replaced by non-government instruments. The remaining portion 
is actively managed reflecting our role as leading primary dealer, market 
maker and liquidity provider to our clients. Barclays also enters into credit 
mitigation arrangements to further protect against adverse Eurozone 
conditions. Despite the difficult conditions, Barclays remains open for 
business and will continue to contribute to growth in the Eurozone 
economies in which we operate.

Funding
The issue. In the summer of 2011, the funding markets experienced 
significant stress due to market concerns on the European sovereign  
debt crisis, resulting in sovereign bond yields for a number of European 
countries rising to unsustainable levels. 

What we have done about it. Barclays emerged as one of the higher 
quality names in Europe and we have continued to access a variety of 
global funding markets. Our funding strategy is to maintain a diversified 
funding base, access a variety of alternate funding sources and hold 
liquidity to meet unexpected demands. This enables us to minimise the 
cost of funding and provides protection against unexpected fluctuations in 
the market. In 2011, our strong position gave us a competitive advantage 
during the market dislocation in the second half of the year. Recently, the 
ECB introduced mechanisms to provide liquidity to banks. This action was 
a positive development for the sector and reduces the risk of a funding-
induced credit crunch in 2012.

2011 saw further clarity from regulators 
with implementation of the third Capital 
Requirements Directive and the final report  
from the Independent Commission on Banking. 
The year also saw difficult conditions due to the 
Eurozone crisis and a slowdown in economic 
growth, with both events adversely impacting 
client activity and funding markets.

Market factors

Economic growth
The year saw downward revisions of global GDP forecasts by a 
number of supranational bodies with a worsening outlook on 
the pace of recovery following the recent economic crisis. This 
impacted Barclays income growth as customers and clients were 
more conservative. This was offset by the improved impairment 
performance across the Group.

Eurozone crisis and funding
The funding requirements of certain Eurozone governments  
caused market dislocations through the year due to investor fears  
of government default and the risk of contagion to other countries.  
This made it difficult for some European banks to raise funding  
and added to pressures on their liquidity positions.

Regulatory factors
Basel and the Capital Requirements Directive (CRD)
Regulations (CRD3) requiring banks to hold more capital for 
market risk were implemented on 31 December 2011. Further 
regulatory change linked to Basel 3/CRD4 will be implemented  
on 1 January 2013. 

Independent Commission on Banking (ICB)
ICB recommendations on reforms to the UK banking sector 
to promote financial stability and competition were submitted 
in September 2011. The Government is expected to announce 
a white paper on the future of UK banking regulation in 2012.

Dodd-Frank Act (DFA)
Becoming law in the US in July 2010, the DFA impact remains 
unclear. The rules are yet to be implemented and, in some areas,  
yet to be proposed.

Market uncertainty
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Understanding Business Conditions 

It is important that we understand the conditions in which we  
operate in order to run the company effectively. In this section we  
aim to highlight some of the major factors affecting the banking 
industry to help the reader understand the context of the current 
market and environment.

Below we have set out the key market and environment issues  
faced by Barclays in 2011.

Regulatory change
There has been continuing regulatory change in the wake of the financial 
crisis. Barclays maintains a proactive stance to regulation, seeking to be 
involved in the policy discussion in a constructive manner, and taking a 
serious approach to ensuring compliance with the resulting legislation and 
regulation. Outlined below are the key regulatory uncertainties we face.

Basel and the Capital Requirements Directive (CRD)
The issue. The Basel Committee published a paper on ‘Strengthening 
resilience of the banking sector’ in 2009. The report covered wide ranging 
proposals including more stringent capital and Risk Weighted Asset (RWA) 
treatments than the current regulatory regime.  

What we have done about it. Barclays maintains a strong dialogue with 
international regulators including the FSA and the Basel Committee. We 
are focused on conservative capital management and management of our 
RWAs with significant reductions of Credit Market Exposures improving 
the capital efficiency of the Group, enabling us to maintain a robust Core 
Tier 1 ratio of 11.0% after the impact of CRD3. The strength of our capital 
ratios, our ability to generate capital organically and our actions to optimise 
RWAs will enable us to meet our targeted capital ratios under CRD4.

Independent Commission on Banking (ICB)
The issue. One of the key proposals in the final ICB report, which has been 
endorsed by the Government, is for UK retail and SME operations to be ring- 
fenced entities. The ICB has also recommended a potential loss-absorbing 
capacity of 17%. These factors are likely to increase operational costs and 
could have an adverse impact on the cost of funding for UK banks.

What we have done about it. Barclays strategy and financial targets 
remain valid in the context of the ICB recommendations. The ICB has 
estimated the cost to the industry at £4-7bn per annum, however we are 
unable to provide more accurate estimates of the cost to Barclays until 
detailed specification is provided and the market reflects the cost of 
funding. We welcome both the implementation timeline, allowing 
opportunity to get the detail right, and the ring-fenced entity design 
flexibility. In addition, we continue to develop internal Recovery and 
Resolution Plans to ensure Barclays remains a going concern and to assist 
regulators in the unlikely event that the bank is wound down.

Dodd-Frank Wall Street Reform and Consumer Protection Act (DFA)
The issue. The DFA was enacted by the US to implement financial 
regulatory reform as a response to the recent economic crisis. Certain 
provisions of the DFA may have an effect on the Group, including:
 – the Fed imposing additional risk management requirements;
 – the Volcker Rule, which aims to restrict proprietary trading and 

fund-related activities; and
 – derivatives trading requirements, where certain swaps-related activities 

may be limited in our US entities.

What we have done about it. Barclays continues to engage with the 
US authorities as they consult on proposals for rules and proceed to rule- 
making. We have taken a centralised approach to monitoring this process 
and to ensuring compliance with the rules that are developed as a result. For more detailed information, please see Supervision and 

Regulation, page 154

Regulatory timeline

2011 Basel 2.5 (CRD3) implemented on  
31 December

H1 2012 UK Government to publish White  
Paper on banking reform following  
ICB recommendations in 2011

Q1 2013 Implementation of RWA calculations  
under Basel 3 (CRD4)

H1 2013 Financial Services Act to be implemented 
which will change the structure of the  
UK regulatory bodies

 2013 – 2015 Expected enactment of UK Government  
White Paper on banking reform 

 2014 – 2018 Phasing in of capital deductions under  
Basel 3 (CRD4)

2019 Implementation of UK Government  
White Paper on banking reform

2022 Full compliance with US Dodd-Frank Act
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Our strategy and business model

Barclays moves, lends, invests and protects 
money for customers and clients worldwide.

Business model Customers

Our purpose: 
To help individuals, institutions and economies  
progress and grow

Store and 
transfer 
money / 
payments

Manage  
and invest 
money

Offer financial 
advice and 
other services

Provide 
access to 
loans and 
liquidity

Manage risks 
and different 
maturities

Make 
markets  
and trade

Our vision: 
One of the premier globally integrated universal 
banks providing superior benefits to each of  
our stakeholders (customers, shareholders, 
colleagues, and communities)

Integrated universal banking model

Diversification by business, geography, client and funding

Relentless customer and client focus

Our execution: 
Execute our strategy focusing on four priorities 
(capital, funding and liquidity, returns, income 
growth, and citizenship)

Operational Excellence
Deliver cost effective,  
high quality solutions for 
customers, particularly those 
with global and complex 
needs

Risk Management
Increase resilience by 
matching, balancing, and 
diversifying income and 
funding and in managing 
our risks

Financial Discipline
Allocate capital efficiently 
across our businesses to 
maximise returns

Create value for shareholders and deliver a top quartile Total Shareholder Return 

Shareholders

The ultimate objective of our strategy is to create and deliver long-term 
sustainable shareholder value. We fulfil our purpose by delivering the 
fundamental functions of a bank to our customers. We do this through 
an integrated universal banking model which we believe is the best  
model through which to build strong and stable relationships with our 
customers, employees and suppliers to deliver operational excellence; 
manage our risks appropriately; and allocate scarce resources, including 
capital, efficiently.

We take a long-term view on our strategy and have not changed it for 
many years. Changes in the environment continue to influence Barclays, 
especially how we choose to execute our strategy. We are currently 
focused on four execution priorities: Capital, Funding and Liquidity; 
Returns; Income Growth; and Citizenship. 

As banking markets around the world continue to evolve, with regulatory 
change, and with the distinct need for rebuilding trust in the banking 
industry post crisis, our strategy and our execution priorities allow us to 
continue to serve the wide ranging needs of our customers in a safe and 
stable manner that is aligned with our responsibilities as corporate citizens 
and is able to deliver attractive returns for shareholders.

10 Barclays PLC Annual Report 2011 www.barclays.com/annualreport



Implementing our strategy

To achieve the primary objective of maximising Total Shareholder 
Returns, we focus on four key execution priorities.

These execution priorities drive Barclays performance and continue  
to improve our competitive position. We have made solid progress, 
with a resilient financial performance despite the difficult trading 
conditions in 2011, and the bank is well positioned to generate the 
financial returns that we are targeting over time.

Strategy

Our focus is on execution and in particular delivering our promises 
in four key areas. 

At the beginning of 2011 we set out our execution priorities based on a 
three year plan to improve both the bank’s performance and its position. 
We have made solid progress in 2011 despite the market uncertainty.

1. Capital, Funding and Liquidity
We remain mindful of the changing regulatory environment and our rock 
solid capital, funding and liquidity positions give us confidence that we 
will meet future requirements. Our robust Core Tier 1 ratio of 11.0% is 
supported by our ability to generate capital organically and we do not 
expect to seek additional capital from our shareholders. We have also 
maintained resilient funding and liquidity profiles despite recent market 
stresses caused by the Eurozone crisis. This has allowed us to access 
diverse funding sources, minimising the cost of funding and providing 
protection against unexpected fluctuations.

2. Returns
Our focus on delivering returns is a key driver in the way we manage 
the business. We seek to improve return on equity to ultimately increase 
shareholder returns, reflecting the strong link between the share price 
and return on equity. In doing so we also look to maintain strong capital, 
liquidity and leverage ratios, to enable us to deliver returns on a 
sustainable basis. Although the worse than predicted macroeconomic 
conditions as well as new regulatory constraints mean that we may not be 
able to deliver 13% returns by 2013, we will continue to focus on delivering 
a steady improvement in returns and achieve 13% over time.

3. Income Growth
A component of delivering improved returns is generating income growth. 
Despite the macro environment depressing income growth, we generated 
momentum and improved the competitive positions of all our major 
businesses in 2011. We grew net operating income in all businesses, 
except Barclays Capital which was most affected by difficult trading 
conditions, as we remain focused on improving the quality of assets to 
ensure that we do not grow at the expense of future credit losses.

4. Citizenship
We believe that being a valued, respected and trusted citizen is vital in 
creating long term value for all our stakeholders. We produce a Citizenship 
Report each year in order to benchmark our progress in the key areas of 
focus: contributing to growth in the real economy; the way we do 
business; and supporting our communities.

Total Shareholder Return (TSR) 
Our primary objective is to maximise returns for shareholders and in 
doing so, we aim to deliver top quartile TSR.

TSR consists of two components: the movement in market value of 
the shares and the income received on those shares in the form of 
dividends. Over the past five years there has been a clear relationship 
between TSR and return on equity (RoE) with the market value of 
shares improving with higher reported RoE. Increased dividend 
payments positively affect both TSR and RoE. Therefore, improving 
the bank’s RoE is a key driver in the way we manage the business to 
maximise TSR.

While we seek to have a progressive dividend policy, we must balance 
this with requirements for capital in order to ensure sustainable and 
long term TSR creation.

As RoE declined throughout the crisis to a low point in 2008, so too 
did TSR. Barclays maintained positive RoE and outperformed peers 
during the crisis as we remained profitable. 

In recent years TSR and RoE have become more closely aligned as 
share prices have reflected market uncertainty, low sector RoEs, and 
low dividend payout ratios. This has strengthened the link between 
market valuation and returns, and therefore TSR and RoE.

For more detailed information, please see Financial review, 
please see page 159
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Board of Directors

The non-executive Directors are independent 
of management. Their role is to advise and 
constructively challenge management and 
monitor the success of management in 
delivering the agreed strategy within the risk 
appetite and control framework set by the Board.

Key responsibilities of the Board of Directors
The Board’s principal duty is to promote the long-term success  
of Barclays by creating and delivering sustainable shareholder value.  
It does this by setting strategy and overseeing its implementation  
by management. While the ultimate focus is long-term growth,  
the Board seeks to ensure that management strikes the right balance 
between long and short-term objectives.

In setting and monitoring the execution of strategy, the Board aims to 
ensure that the Group maintains an effective system of internal control 
and an effective risk management and oversight process across the 
Group, delivering growth in a controlled and sustainable way.

Marcus Agius (65) 
Group Chairman, Chairman of  
the Board Corporate Governance 
and Nominations Committee, 
Chairman of the Board Citizenship 
Committee

Bob Diamond (60) 
Chief Executive 

David Booth (57) 
Non-executive Director, Chairman 
of the Board Risk Committee

Alison Carnwath (59) 
Non-executive Director,  
Chairman of the Board 
Remuneration Committee

Fulvio Conti (64) 
Non-executive Director

Simon Fraser (52) 
Non-executive Director 

Reuben Jeffery III (58) 
Non-executive Director

Sir Andrew Likierman (68) 
Non-executive Director

Chris Lucas (51) 
Group Finance Director

Dambisa Moyo (43) 
Non-executive Director

Sir Michael Rake (64) 
Senior Independent Director, 
Chairman of the Board Audit 
Committee

Sir John Sunderland (66) 
Non-executive Director

For more detailed information, please see Board of Directors 
page 50
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Executive Committee Charter of Expectations

The role profiles, responsibilities, time commitments, key 
competencies and behaviours we expect of our Directors, together 
with the key indicators of high performance, are set out in our Charter 
of Expectations, which was reviewed and updated during 2011 to 
take account of the best practice recommendations set out in the 
Guidance on Board Effectiveness issued by the Financial Reporting 
Council (FRC). The Charter of Expectations is available on our website 
at www.barclays.com/corporategovernance.

Key responsibilities of the Executive Committee
The Board delegates responsibility for the day-to-day management of 
the Group to the Chief Executive, who is responsible for ensuring that 
the business is operating effectively within the strategy and risk appetite 
agreed by the Board. The Chief Executive is supported by the Executive 
Committee, which he chairs.

Bob Diamond 
Chief Executive

Chris Lucas 
Group Finance Director

Robert Le Blanc 
Chief Risk Officer

Mark Harding 
Group General Counsel

Antony Jenkins 
Chief Executive of  
Retail and Business Banking

Thomas L. Kalaris 
Chief Executive of Barclays Wealth

Jerry del Missier 
Co-Chief Executive of Corporate  
and Investment Banking

Maria Ramos 
Group Chief Executive,  
Absa and Chief Executive of 
Barclays Africa 

Rich Ricci 
Co-Chief Executive of Corporate  
and Investment Banking

Sally Bott
Group Human Resources Director
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Governance

Board Corporate Governance and 
Nominations Committee Marcus Agius

In order to deliver our strategy, we need the right people. The Board 
Corporate Governance and Nominations Committee has a key role 
in reviewing new appointments and succession plans to ensure that 
we have a Board and an executive management team with the 
appropriate skills, knowledge and experience to operate effectively 
in an ever challenging environment.

For more detailed information on the Board 
Corporate Governance and Nominations Committee, 
please see page 38

Board Audit Committee  
Sir Michael Rake

It is important that we generate income in a sustainable way and 
manage our risks and costs properly, without eroding the controls 
we have in place. The Board Audit Committee has a key oversight 
role in ensuring that our financial statements are a true and fair 
representation of our financial position and strength and that our 
control environment is robust and maintained.  

For more detailed information on the Board Audit 
Committee, please see page 40

1

3

5

Board Corporate Governance and Nominations Committee 

4
2

Allocation of time 2011 2010

1 Corporate governance matters 19 29

2 Board and committee 
composition 31 13

3 Succession planning and talent 30 34

4 Board effectiveness 16 17

5  Other 4 7

%

1 2

34
5

6

Board Audit Committee

Allocation of time 2011 2010

1 Control issues 4 8

2 Financial results 42 41

3 Internal audit matters 6 8

4 External audit matters 6 5

5  Business control environment 23 23

6  Other (including Governance 
and Compliance) 19 15

%

Board Committee oversight

Board Corporate 
Governance and 
Nominations Committee
(Group Chairman and four 
independent non-
executive Directors)

Board Audit Committee
(Five independent 
 non-executive Directors)

Board Risk Committee
(Five independent 
 non-executive Directors)

Board Remuneration 
 Committee
(Three independent 
 non-executive Directors  
and the Group Chairman)

Board Citizenship 
 Committee
(Group Chairman and  
two independent 
non-executive Directors)

Management

Chief Executive

Executive Committee
(Business Unit Heads and the Heads of Key Group Control Functions)

Management Committees
(including Disclosure Committee, Group Governance and Control Committee,  
Financial Risk Committee, Operational Risk Committee, Treasury Committee)

Board – Group Chairman, two executive Directors, nine non-executive Directors
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Good corporate governance is vital in 
supporting the delivery of our strategic priorities.

Our Board Committees play an important role in working with 
management to ensure our business is financially strong, that it  
is well-governed and that any risks are identified and mitigated.

Our corporate governance practices have been brought together in 
Corporate Governance in Barclays, which is available on our website 
at www.barclays.com/corporategovernance. This framework provides 
the basis for promoting the highest standards of corporate governance 
in Barclays.

Board Risk Committee  
David Booth

Understanding, monitoring and mitigating risk is a fundamental 
task for any board. The Board Risk Committee plays a critical role 
in setting the tone and culture that promotes the achievement of 
effective risk management across the Group and has provided 
oversight of, and advice on, both our risk appetite and risk 
management and our capital and liquidity strategies.  

For more detailed information on the Board Risk 
Committee, please see page 43

Board Remuneration Committee  
Alison Carnwath

The debate on executive remuneration has continued, with particular 
focus on the relationship between bonus payments and company 
performance. It is essential that we reward our people appropriately, 
that their pay reflects performance and that we do not incentivise 
them to take inappropriate levels of risk. The Board Remuneration 
Committee provides direction and oversight of remuneration policy.

For more detailed information on the Board  
Remuneration Committee, please see page 54

1

2

3
4 5

Board Risk Committee

Allocation of time 2011 2010

1 Risk profile/Risk appetite 
(including capital and 
liquidity management) 45 51

2 Key risk issues 38 24

3 Internal control/Risk polices 6 2

4 Regulatory frameworks 4 4

5  Other (including Remuneration 
and Governance issues) 7 19

%

1

2

3

Board Remuneration Committee

Allocation of time 2011 2010

1 Incentive awards 43 49

2 Compensation frameworks 
and policy 39 42

3 Financial performance, 
risk and regulation 18 9

%

The fundamental purpose of any company is the creation and delivery 
of long-term sustainable shareholder value in a manner consistent 
with its obligations as a responsible corporate citizen, and corporate 
governance must be seen in this context.

We aim to create and sustain value over the long term by understanding 
the external factors that present risks and opportunities for our business, 
thereby ensuring our strategy is appropriate; building strong and stable 
relationships with our customers, employees and suppliers; and ensuring 
that we manage our risks and resources, including capital, appropriately.  
Our strategy is focused on four key priorities: Capital; Returns; Income 
Growth; and Citizenship and we ensure our Board discussions are focused 
on these issues.

We have complied with the UK Corporate Governance Code and applied 
its principles throughout 2011 and we continue to review our corporate 
governance processes and practices to ensure they remain fit for purpose. 

Actions taken in this respect during the year included:

 – once again conducting a rigorous, externally facilitated Board 
Effectiveness Review;

 – in addition to our scheduled Board meetings, we held eight additional 
meetings to discuss key issues that our business has faced;

 – creating, in late 2011, a Board Citizenship Committee to have oversight 
of our conduct with regard to our wider value and obligations to society 
and our reputation as a responsible corporate citizen; and

 – while ensuring that all Directors are appointed on merit, and ensuring 
that there is an appropriate range and balance of skills, experience and 
background on the Board, we have set ourselves the aspirational target 
of ensuring that at least 20% of our Board is made up of women by the 
end of 2013 and for this position to exceed 25% by the end of 2015.  

Marcus Agius
Group Chairman 
7 March 2012

T
h

e
 strate

g
ic re

p
o

rt
G

o
ve

rn
a

n
ce

R
isk m

a
n

a
g

e
m

e
n

t
F

in
a

n
cia

l review
F

in
a

n
cia

l state
m

e
n

ts
S

h
a

re
h

o
ld

e
r in

fo
rm

atio
n

Barclays PLC Annual Report 2011 www.barclays.com/annualreport 15



Risk management

Banking involves risks that must be understood 
and managed to successfully deliver sustainable 
returns and play our key role in supporting 
wider economic growth.

Risk management
Barclays has clear risk management objectives and a well-established 
strategy to deliver them, through core risk management processes. 

Responsibility for risk management resides at all levels within the 
Group, from the Board and the Executive Committee down through 
the organisation to each business manager and risk specialist. Barclays 
distributes these responsibilities so that risk/return decisions are taken 
at the most appropriate level: as close as possible to the business, and 
subject to robust and effective review and challenge. 

Risk appetite, which is the level of risk Barclays is prepared to sustain 
whilst pursuing its business strategy, is approved by the Board. Financial 
Risk Committee, Treasury Committee, Operational Risk Committee and 
Tax Risk Committee monitor their relevant risk profiles against risk 
appetite and the output is presented to the Board Risk Committee. 
Management assurance processes are assessed by Barclays Internal 
Audit and the effectiveness of the Group’s control framework is 
assessed by the Governance and Control Committee.

During 2011, the Principal Risk Policy, which covers the categories of risk 
to which Barclays has its most significant actual or potential exposures, 
was updated resulting in risks being grouped into four categories: Credit, 
Market, Funding and Operational. Each risk owned is by a Group Principal 
Risk Owner, who is a senior individual within the Group Risk function. 
There was no significant change to the underlying risk types monitored 
as a result of this regrouping.

Performance in 2011
Loan impairment charges reduced 33% on 2010 reflecting the generally 
improving underlying trends across the retail and wholesale businesses. 
The Group loan loss rate decreased to 77bps (2010: 118bps), which was 
a very strong performance for this point in the economic cycle. 

Retail loan impairment decreased as portfolio quality improved across 
almost all businesses. This included lower charges in our cards businesses 
in the UK and internationally. Similarly, impairment rates in unsecured 
loans and mortgages remained very moderate in the domestic and 
international markets.

Loan impairment also dropped in our wholesale portfolios across all 
businesses. Our corporate portfolios in Spain and Portugal remained under 
pressure from the difficult economic environment in those countries.

Key developments in relation to capital funding and liquidity are covered  
in the Finance Director’s review on page 22.

Market exposures decreased in 2011 although there was a moderate 
increase in daily value at risk due to higher market volatility. 

There have been no significant changes in our operational risk profile 
during 2011. 

 Our impairment performance and asset 
quality continued to improve in spite of the 
difficult economic environment. 

Robert Le Blanc
Chief Risk Officer
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Our risk management overview

Barclays has clear risk management objectives and a well-established 
strategy to deliver them, through core risk management processes. 
This enables us to fully understand and minimise the impact of 
uncertainty on the business.

For more detailed information, please see the 
Risk Management section pages 67 to 158

Board

Board Corporate Governance 
and Nominations Committee

Board Citizenship
Committee

Board Risk
Committee

Board Remuneration
Committee

Assurance

Financial Risk Committee

Credit risk Market risk Funding risk Operational risk

Treasury Committee Operational Risk Committee Tax Risk Committee

Authority controls appetite

Reporting and control

Chief Executive
Group Executive Committee

Board Audit 
Committee

Four Principal Risks

Credit risk
Credit risk is the risk of the Group suffering financial loss if any of its 
customers, clients or market counterparties fails to fulfil their contractual 
obligations to the Group. This arises mainly from wholesale and retail 
loans and advances together with the counterparty credit risk arising from 
derivative contracts entered into with its clients. Other sources of credit 
risk arise from trading activities, including debt securities, settlement 
balances with market counterparties, available for sale assets and reverse 
repurchase loans. This can also arise when an entity’s credit rating is 
downgraded, leading to a fall in the value of Barclays investment in its 
issued financial instruments.

Market risk
Market risk is the risk of the Group suffering financial loss due to being 
unable to hedge its balance sheet at prevailing market levels.  The Group 
can be impacted by changes in both the level and volatility of prices e.g. 
interest rates, credit spreads, commodity prices, equity prices and foreign 
exchange rates. The risk is reported as traded risk where Barclays supports 
customer activity primarily via Barclays Capital; non-traded risk to support 
customer products primarily in the retail bank; and pension risk in relation 
to investment returns within the defined benefit scheme.

 
 
Funding risk
Funding risk comprises three key risks:
Liquidity risk – the Group is unable to meet its obligations as they fall 
due resulting in: an inability to support normal business activity; failing 
to meet liquidity regulatory requirements; or changes to credit ratings. 
Capital risk – the Group is unable to maintain appropriate capital ratios 
which could lead to an inability to support business activity; failing to 
meet regulatory requirements; or changes to credit ratings. 
Structural risk – management of non-contractual risks and primarily arises 
from the impact on the Group’s balance sheet of changes in primarily 
interest rates on income or foreign exchange rates on capital ratios.

Operational risk
Operational risk is the risk of direct or indirect impacts resulting from 
human factors, inadequate or failed internal processes and systems or 
external events. Operational risks are inherent in the Group’s business 
activities. The key risks that this principal risk includes are external 
suppliers, fraud, financial reporting, information, legal, product, payments, 
people, premises & security, regulatory, taxation, technology and transaction 
operations. For definitions of these key risks see pages 74 to 78.
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Citizenship

18 Barclays PLC Annual Report 2011 www.barclays.com/annualreport

At Barclays, we have a clear sense of our business 
purpose: to help individuals, businesses and 
economies progress and grow. For us, the term 
Citizenship captures this purpose and directs 
how we use our resources and expertise to create 
long term value for all our stakeholders. 

 Banks need to become better citizens. 
This is not about philanthropy – it’s about 
delivering real commercial benefits in a way 
that also creates value for society. 

Bob Diamond
Chief Executive

Citizenship is one of Barclays four execution priorities and is integral 
to our business. 

In the first instance, Citizenship is about contributing to growth in the 
real economy, creating jobs and supporting sustainable growth. Second, 
it is about the way we do business: putting our customers’ interests at 
the heart of what we do, and managing our impact responsibly. Third, 
it is about supporting our communities through investment programmes 
and the direct efforts of our employees.

Our approach  
Throughout the year, we engaged with a diverse set of stakeholders 
to understand the challenges they face and how we can best help. 
Stakeholders play a pivotal role in helping us determine how we prioritise 
the issues we need to address. This involves listening to our customers 
and clients, our shareholders and employees, while working in 
collaboration with charities and governments. 

We made firm progress in 2011 but still have a long way to go. That’s 
why in 2012 we will launch a Citizenship Plan outlining our longer term 
commitments to 2015. These objectives will be aligned to rigorous 
planning and reporting processes to drive delivery of this agenda, 
including responsibilities as corporate taxpayers. In this respect, we note 
HMRC’s reaction to a transaction that we voluntarily disclosed to them 
and recognise that we need to anticipate better its changing approach  
to the taxation of corporates.

Board Citizenship Committee
In 2011, we strengthened our governance framework by creating a 
Board Citizenship Committee as a formal sub-committee of our Board 
of Directors. The committee is chaired by Group Chairman Marcus Agius 
and includes two non-executive Directors.

Progress against our priorities is reviewed regularly and will be formally 
assessed at least twice yearly by the Board Citizenship Committee and 
the Executive Committee. A range of management committees are 
responsible for specific aspects of Citizenship performance. 

Citizenship reporting 

We have included here a summary of our progress. We will publish 
a comprehensive analysis in our Citizenship Report. 

We measure and monitor progress across a wider range of issues 
in our annual Citizenship Report. The Report contains an extensive 
amount of information on our strategy, impacts, and performance  
and is independently assured using a robust reporting framework. 
Read the online Report from 23 April 2012 to access full 2011 data.

For more information, please see barclays.com/citizenship
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Our Citizenship strategy

Understanding our role within society 

Banks play an integral role in society. Without a strong banking sector, 
economies and communities cannot thrive. We believe that the 
creation of sustainable value is particularly important in challenging 
economic times. Businesses, especially banks, need to help create jobs 
and foster growth. To do this effectively, we are working to rebuild trust 
and focus on the interests of the customers, clients and communities.
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The way we do business

We seek to reinforce our 
integrity every day in the way 
that we manage our business 
and treat our customers.

The interests of our customers and clients 
are at the heart of what we do, and we strive 
to improve the service that we provide. UK 
Banking complaints reported to the FSA 
(excluding PPI) fell 30% year on year, but we 
recognise we have more to do to in this area. 
We make responsible decisions in how we 
govern the business and treat our colleagues 
(see page 53), and actively manage the 
social and environmental impacts of what we 
do. As part of our Climate Action Programme, 
we have committed to reduce our carbon 
emissions by 4% by 2013. 

Supporting our communities 

Our role in the communities 
goes far beyond what we 
deliver through our core 
business activities. 

The future success of communities and 
economies is reliant on the next generation 
having the right skills. We focus on 
empowering young people with the 
necessary financial, entrepreneurial and life 
skills to achieve financial independence and 
security. In 2011, we invested £63.5m in 
community programmes which reached  
over two million people. These activities  
were supported by 73,000 colleagues who 
donated their time, skills and money to 
support community causes.

Contributing to growth  

We operate a profitable 
business helping individuals, 
businesses and institutions 
to pursue their goals.

We are committed to increasing lending to 
businesses and have exceeded our Project 
Merlin targets in the UK. Of the £43.6bn 
delivered, £14.7bn was provided to SMEs. 
We raised over US$1trillion in funding for 
institutions, including US$388bn for 
governments and public sector entities. In a 
difficult year for the Eurozone, we were the 
leading manager of bonds for the European 
Financial Stability Mechanism. We also help 
individuals to manage their money, and last 
year supported 10,000 people in buying their 
first home. 

Case study: supporting UK SMEs 

In 2011, we helped over 100,000 businesses 
to start up and our nationwide seminars 
provided practical business advice to over 
14,000 people. We were one of the first banks 
to respond to the riots in UK communities in 
August, helping assess cash flow impact and 
offering temporary overdrafts.

We are holding ‘lending clinics’ across the 
UK, answering questions on lending and the 
loan application process, to provide small 
businesses with the confidence to invest  
for growth.

Case study: customer satisfaction

We worked to improve customer satisfaction 
across the business during 2011. 

For example, in the UK, our corporate bank 
ranked first for client satisfaction amongst 
peers and a division in our wealth 
management business won ‘Best Customer 
Experience Award in Financial Services’ in the 
Customer Experience Awards. Our UK retail 
bank improved customer satisfaction ranking 
to fourth amongst peers and received the 
Which? Award for ‘Positive Change’.

Case study: empowering young people

Our partnership with Youth Business 
International (YBI) helps young people start 
their own businesses and create employment. 
YBI works with young people to provide 
access to capital, training, mentoring and 
other business development services.  
This benefits 50,000 young entrepreneurs 
in 34 countries. 

Our employees volunteer in a variety of 
ways, including mentoring and providing 
professional support.



Key performance indicators

Key Performance Indicators (KPIs) are used to 
measure our success against each of the four 
execution priorities.

We have made solid progress in 2011 through 
improving the competitive position across all 
of our businesses but we recognise there is still 
work to do to achieve our medium term targets.

Capital

We have further improved our Core Tier 1 ratio to 11.0% through 
generating capital organically and reducing risk weighted assets. We 
therefore do not expect to seek additional capital from our shareholders  
to meet future regulatory requirements. Our diverse funding sources and 
strong liquidity pool of £152bn has minimised the cost of funding and 
provided protection against unexpected market fluctuations, despite the 
Eurozone crisis and subsequent market stress.

Returns

The Group continues to evolve and the strength of our universal banking 
model helped to achieve balanced profits across our retail and business 
banking and corporate and investment banking businesses but we 
recognise that our Return on Equity was below our stated goal of 13%  
for 2013. Although the worse than predicted macroeconomic conditions 
as well as new regulatory constraints mean that we may not be able to 
deliver 13% returns by 2013, we will continue to focus on delivering a 
steady improvement in returns and achieve 13% over time.

Income growth

Total income has increased 3% and benefited from gains on own credit 
and debt buy-backs. Excluding these items, total income declined 8% 
impacted by the macro environment. However, we have improved the 
competitive positions of all our major businesses and all businesses have 
grown adjusted net operating income, with the exception of Barclays 
Capital, which was most affected by difficult trading conditions. As we 
deliver income growth, we remain focused on improving the quality of 
assets to ensure that we do not grow at the expense of future impairment.

Citizenship

We have a clear sense of our business purpose – to help individuals, 
businesses and economies progress and grow. We clearly demonstrated 
this by delivering £45.0bn gross new lending to UK households and 
businesses. We exceeded Project Merlin targets in providing £43.6bn  
to UK businesses, including £14.7bn to SMEs. We also supported 10,000 
first time buyers in the UK.

10.0%
10.8% 11.0%

2009 2010 2011

Core Tier 1 ratio

6.7%
7.2%

5.8%

2009 2010 2011

Return on equity

£29,123m
£31,440m £32,292m

2009 2010 2011

Total income

£35.0bn

£43.5bn £45.0bn

2009 2010 2011

Gross new lending to UK 
households and businesses

For more detailed information, please see Financial Review page 159
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How we measure our strategy’s success 

We use KPIs to help report on the progress of our business against  
our strategic objectives. This allows us to measure, monitor and 
manage performance improvement. 

Our KPIs represent a set of measures focusing on aspects of 
performance that are the most critical for the current and future 
success of Barclays.

Rock solid capital funding and liquidity  
have been maintained to better deal with 
regulatory and economic conditions

Measures 2011 2010 2009

Core Tier 1 ratio 11.0% 10.8% 10.0% Page 160

Adjusted gross leverage 20x 20x 20x Page 160

RoE down due to increased equity  
base and challenging market conditions.  
We continue to target an RoE goal of 13%

Measures 2011 2010 2009

Return on average shareholders’ equity (RoE) 5.8% 7.2% 6.7% Page 160

Return on average tangible equity (RoTE) 6.9% 8.7% 9.0% Page 160

Return on average risk weighted assets (RoRWA) 1.0% 1.1% 0.9% Page 161

Profit before tax £5,879m £6,065m £4,585m Page 161

Cost: income ratio 64% 64% 57% Page 161

Loan loss rate 77bps 118bps 156bps Page 161

Dividend per share 6.0p 5.5p 2.5p Page 161

Total income remained resilient in 2011,  
as improving income from our UK operations 
helped mitigate income pressures from the 
challenging economic environment 
 
The geographical regions have been revised since January  
2011, Ireland is now included within the Europe region  
and Middle East is now reported with Africa. Comparatives  
have been updated to reflect these changes.

Measures 2011 2010 2009

Total income £32,292m £31,440m £29,123m Page 162

Income by geography: UK 49% 40% 45% Page 162

Europe 13% 15% 15% Page 162

Americas 19% 25% 22% Page 162

Africa and Middle East 15% 16% 15% Page 162

Asia 4% 4% 3% Page 162

Our commitment to lending remains strong 
with gross new lending to UK households and 
businesses of £45.0bn and Project Merlin 
commitment exceeded by 13%.  
 
 EOS figure excludes Absa and Barclays Capital for 2011  
as surveys conducted in 2010 in Absa and Barclays  
Capital were designed to span a two-year cycle. Taking  
their 2010 survey findings into account, the group-wide  
rate for 2011 is 82%. 

Measures 2011 2010 2009

Gross new lending to UK households and 
businesses

£45.0bn £43.5bn £35.0bn Page 163

Global investment in our communities £63.5m £55.3m £54.9m Page 163

Colleagues involved in volunteering,  
regular giving and fundraising initiatives

73,000 62,000 58,000 Page 163

Group Employee Opinion Survey (EOS) –  
Proud to be Barclays

81% 83% 81% Page 163

Percentage of senior managers who are female 22% 24% 24% Page 163
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Finance Director’s review

We have delivered resilient profits in 2011 despite 
the difficult trading environment in the second 
half of the year. Our capital, funding and liquidity 
positions remained strong throughout 2011 and we 
are well protected against further economic stress.

For 2011 we reported a slight decrease in profits, as a reduction 
in income at Corporate and Investment Banking was partly offset 
by income improvements in all other businesses, a significant 
improvement in credit impairment and cost reductions. Prudent 
capital management led to a further increase in our Core Tier 1 ratio. 
Our funding and liquidity remains strong.

Income Statement
Barclays delivered adjusted profit before tax of £5.6bn in 2011 which was 
well balanced across the Group. Statutory profits were broadly similar at 
£5.9bn. The adjusted basis helps to provide a more consistent basis for 
comparing business performance between periods and principally 
excludes gains on own credit and debt buy-backs of £3.8bn, impairment 
on our stake in BlackRock, Inc. of £1.8bn, a £1bn provision for PPI, and 
almost £600m of goodwill write offs, mainly in Spain. 

Income increased 3% including gains on debt buy-backs of £1.1bn and 
an increase in own credit gains of £2.3bn. Excluding these one-off items, 
income declined 8% to £28,512m, principally reflecting a decrease in 
income at Barclays Capital. However, income increased in most other 
businesses despite continued low interest rates and difficult 
macroeconomic conditions. This resilience of income is reflected in the 
RBB, Corporate and Wealth net interest margin which remained stable at 
204bps (2010: 203bps). Net interest income from RBB, Corporate, Wealth 
and Barclays Capital increased 5% to £13.2bn of which the contribution 
from hedging (including £463m of increased gains from the disposal of 
hedging instruments) increased by 3%. 

Credit impairment charges decreased 33% to £3,802m, reflecting 
significant improvements across all businesses, and impairment charges 
as a proportion of Group loans and advances improved to 77bps, 
compared to 118bps for 2010. In addition, impairment of £1.8bn was 
taken against our investment in BlackRock, Inc. 

Adjusted operating expenses, which exclude the £1bn provision for PPI 
redress and £597m (2010: £243m) goodwill impairment, were down 
£548m to £19,180m. Excluding the UK bank levy of £325m introduced in 
2011, operating expenses were down 4% to £18,855m, which included 
£408m (2010: £330m) of restructuring charges taken now in order to 
deliver future benefits.

Despite cost savings, the adjusted cost: income ratio increased to 67% 
(2010: 64%), reflecting lower income, increased restructuring charges and 
the UK bank levy. At Barclays Capital the cost: net operating income ratio 
was 71% (2010: 65%) and the compensation: income ratio was 47% 
(2010: 43%), reflecting lower income in difficult conditions.

Balance Sheet
Net asset value per share increased 9% to 456p with net tangible asset 
value per share, which adjusts for goodwill and other intangible assets,  
increasing 13% to 391p.

 We have delivered profit before tax of  
£5.9bn in 2011 which was well balanced across 
our retail and investment banking businesses. 
Our Core Tier 1 ratio improved to 11.0% despite 
the impact of the third Capital Requirements 
Directive (CRD3). 

Chris Lucas
Group Finance Director

For more detailed information, please see Financial Review 
page 159
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Your Finance Director’s Review

The Finance Director is responsible for monitoring the Bank’s financial 
performance and position and communicating this to both internal 
and external stakeholders.

Below he discusses in detail the Bank’s performance during 2011  
and its year end position as at 31 December 2011.

Our universal banking model enabled us to generate adjusted  
profit before tax of £5.6bn, driven by increased profits in the majority 
of our businesses.

Note: The table above excludes Head Office Functions and Other Operations

Total shareholders’ equity (including non-controlling interests) was £65.2bn 
(2010: £62.3bn). Excluding non-controlling interests, shareholders’ equity 
increased £4.7bn to £55.6bn, driven by profit after tax of £3.0bn and 
positive available for sale and cash flow hedge reserve movements offset by 
negative currency translation and dividends paid.

Total assets increased to £1,564bn (2010: £1,490bn), principally due 
to an increase in the fair value of gross interest rate derivative assets as 
major forward curves decreased, partially offset by a decrease in reverse 
repurchase agreements.

The Group’s loan to deposit ratio continued to improve to 118% (2010: 
124%) and the loan to deposit and long term funding ratio was 75%  
(2010: 77%). As a key measure of stability, adjusted gross leverage 
remained at 20x, moving within a month end range of 20x to 23x. 
Excluding the liquidity pool assets held as contingency to meet cash 
outflows in the event of stressed market conditions, adjusted gross 
leverage remained flat at 17x. 

Capital Management
At 31 December 2011, the Group’s Core Tier 1 ratio was 11.0% (2010: 
10.8%) reflecting the contribution from retained earnings and reductions 
in risk weighted assets, which more than offset the impact of CRD3. 

The Group continued to generate Core Tier 1 capital from retained profits 
(excluding own credit, impairment of investment in BlackRock, Inc. and 
goodwill impairment, which are added back for regulatory capital 
purposes). This contribution of £2.6bn was largely offset by other 
movements in Core Tier 1 capital, notably pension contributions and 
foreign currency movements, resulting in an increase in Core Tier 1 capital 
of £0.2bn to £43.1bn.

Risk weighted assets decreased slightly to £391bn (2010: £398bn) largely 
reflecting foreign exchange movements and decreases in Barclays Capital 
from lower levels of activity, risk reduction and sales of credit market 
exposures, which more than outweighed the approximate £30bn increase 
resulting from the implementation of CRD3 in December.

We expect that the strength of our Core Tier 1 ratio, our ability to generate 
capital organically and our optimal use of risk weighted assets will enable 
us to meet our targeted capital ratios after absorbing the impact of Basel 3.

Funding and Liquidity 
The Group’s overall funding strategy is to develop a diversified funding 
base and maintain access to a variety of alternate funding sources, so 
minimising the cost of funding and providing protection against 
unexpected fluctuations. Within this, the Group aims to align the sources 
and uses of funding. Customer loans and advances are largely funded by 
customer deposits, with any excess being funded by long-term wholesale 
secured debt and equity. Wholesale funding is well managed with 
derivative assets and liabilities largely matched.

 Proportion of adjusted profit before tax by business

  2011 2010
1  Retail and Business 

Banking (RBB) 49 35

2  Corporate and 

Investment Banking 46 62

3  Wealth and Investment 

Management 5 3

2

3

1

2011 2010

%

The Group had £265bn of wholesale debt diversified across currencies, 
of which just £39bn was secured. Term funding maturing in 2012 totals 
£27bn. Term funding raised in 2011 amounted to £30bn (2010: £35bn) 
compared to term funding maturities of £25bn. During January 2012, 
£5bn of term funding was raised.

Approximately 10% of customer loans and advances at 31 December 
2011 were secured against external funding, leaving significant headroom 
for further secured issuance.

The liquidity pool remained resilient at £152bn and moved within a 
month-end range of £140bn to £167bn, with short-term funding being 
rolled over despite the stress in the wholesale funding markets. The 
liquidity pool comprises high quality liquid unencumbered assets, 
diversified across currencies, broadly in line with wholesale debt 
requirements, with 93% (2010: 88%) of the pool comprising cash and 
deposits with central banks and government bonds.

The Group monitors compliance against anticipated Basel 3 metrics, 
including the Liquidity Coverage Ratio at 82% and Net Stable Funding 
Ratio at 97%, and is on track to meet the 100% compliance required by 
2015 and 2018 respectively.

Conclusion
To summarise, we delivered resilient adjusted profits of £5.6bn, with 
adjusted net operating income growth in every business except Barclays 
Capital. We delivered a 33% improvement in credit impairment, managed 
adjusted costs down 4% excluding the bank levy, and we increased the 
dividend by 9%. Our Core Tier 1 ratio increased to 11%, and our funding 
and liquidity strength continues to give us a competitive advantage. 
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Divisional review
Retail and Business Banking

Retail and Business Banking (RBB) has performed 
strongly in 2011 with two businesses, UK RBB and 
Barclaycard, delivering returns well above our 2013 
goal. We have also made significant progress in 
implementing our vision of One Africa and have 
taken robust action to reposition Europe RBB.

Our focus in Retail and Business Banking (RBB) is on making  
our customers’ lives much easier. We have put this at the heart  
of our business and this is now making a significant difference  
for our customers.

We have focused on improving customer service, listening to our 
customers and understanding their needs. As a result, we have made 
changes, so that, for example, all standing order and direct debit changes 
in the UK are now processed on the day they are received. On a year-on-
year basis, banking complaints in the UK (excluding PPI) reduced by 30% 
and we are committed to reducing these further still. 

In a tough economic climate, we have ensured we are ‘open for business’, 
supporting our customers when and where they need us. In addition to 
exceeding our lending targets to businesses in the UK, Barclays ran more 
than 800 seminars across the country to help customers network with 
their peers and improve their growth. We returned 1,900 existing 
businesses to health and helped 108,000 entrepreneurs to open their 
doors for the first time. Of the almost one million home owners to whom 
we provided loans, more than 10,000 were buying their first property, with 
our new 90 per cent loan to value mortgage helping customers access the 
housing market. Every day, across our network, our staff help customers 
to achieve their aspirations, whether buying a new home, starting a 
business, investing for the future or simply managing their day to day 
finances. Their engagement and commitment is the bedrock of our 
success.

Innovation has also continued to be a differentiator for Barclays as we look 
to address the changing needs of our customers. We now have 17 million 
contactless cards in issue in the UK and we have maintained our leading 
position in this fast-developing area of payments with more than 61,000 
retailers using our contactless terminals. We also began the roll-out of 
contactless payments in South Africa during 2011 and Barclaycard 
launched the first contactless mobile phone in the UK with Orange. More 
recently we have launched Barclays Pingit in 2012, Europe’s first person-
to-person service for sending and receiving money using mobile phone 
numbers. We will continue to innovate to meet our customers’ needs.

A relentless focus on our customers is the foundation of our performance 
and, we believe, will generate sustainable value for our shareholders. In 
2011, in our core UK banking market, we attracted new customers in all 
our major product categories. Adjusted return on average equity in UK 
Retail and Business Banking at 15%, and in Barclaycard at 17%, exceeded 
the Barclays target of 13%, with Africa RBB improving to 10% and Europe 
RBB returns reflecting the repositioning of the business. Adjusted profit 
before tax in Retail and Business Banking increased 48% in 2011.

I am confident that we are making good progress on our customer 
agenda and that through this we are delivering significant value to all 
our stakeholders.

 In a tough economic climate, we have 
ensured we are ‘open for business’, supporting 
our customers when and where they need us. 

Antony Jenkins
Chief Executive, Retail and Business Banking

For more detailed information, please see Analysis of results 
by business page 173
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Divisional review
Corporate and Investment Banking

Against a backdrop of challenging economic and 
market conditions, results for Barclays Capital 
were resilient compared with the industry, 
and the business held or gained market share. 
The year also saw Barclays Corporate return 
to profitability driven by a strong underlying 
performance in the UK business.

Our Corporate and Investment Banking business provides clients with 
loans, financing, risk management, strategic advice and transactional 
payments support. It supports corporate clients to achieve growth and 
job creation in the real economy, governments to deliver their stability 
and growth plans, and institutions to meet the long-term investment 
needs of their clients.

Against a backdrop of challenging economic and market conditions, 
results for Barclays Capital were resilient compared with the industry.  
Profit before tax fell 32%, driven by a 22% reduction in income. However 
we held or gained market share, and continued to win recognition for our 
client focus – including Euromoney’s Best Global Investment Bank and 
IFR’s Bank of the Year.

The strength of our client-focused model means that we are bringing 
clients integrated solutions that draw expertise from across the 
organisation. We continued to see real client benefits in 2011 from 
managing the business in a more integrated way, to bring clients the best 
of Barclays.

Revenues generated from delivering Barclays Capital products to Barclays 
Corporate clients increased 28% year on year, and 73% over the past 
three years, while revenues from delivering Barclays Corporate products 
to Barclays Capital clients are up 20%.   

The substantial improvements we have seen in the results for Barclays 
Corporate reflect the significant progress we’ve made across every aspect 
of the business in 2011, delivering on a clear growth strategy and turning an 
adjusted loss of £388m in 2010 into an adjusted profit of £126m in 2011.

We have continued to take a disciplined approach to investment across 
Corporate and Investment Banking. Our focus remains on building our 
platform in those areas where we see real opportunity to deliver an 
advantage for our clients.

Barclays Capital continues to strengthen its Equities and Investment 
Banking franchises in EMEA and Asia Pacific, and Barclays Corporate has 
expanded its hubs in Frankfurt, Hong Kong, Singapore and New York. 
Our success in securing 16 Corporate Broking mandates in the UK last 
year is a good example of the strength and reputation we are building in 
our newer businesses.

We remain committed to our targets for returns, income growth and 
cost management. Through continued uncertainty in the markets, and 
in the global economy, we will continue to focus relentlessly on the 
needs of our clients.

 Through continued uncertainty in the 
markets, and in the global economy, we will 
continue to focus relentlessly on the need of 
our clients. 

Jerry del Missier and Rich Ricci
Co-Chief Executives, Corporate and Investment Banking

For more detailed information, please see Analysis of results 
by business page173
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Divisional review
Barclays Wealth

In 2011, Barclays Wealth demonstrated its third 
successive year of double digit income growth. 
Now in its third year of the five year Gamma 
Plan, Wealth is on track to position itself at the 
top tier of the industry.

In 2011, the second year of our five year strategy, we delivered a 
first rate performance and continued to meet all our financial and 
franchise targets. We remain well on track against our 2014 
commitments. 

Unprecedented market turmoil and a challenging business environment 
underpinned most of 2011. Under these conditions we benefited as a part 
of Barclays, a global institution with a robust balance sheet, significant 
product capability and a clear strategy. This provided us with a unique 
opportunity to serve our clients more comprehensively than before; 
positioned to bring the best of Barclays to them.

2011 also marked the second year of the five year “Gamma” program; 
a complex, challenging and ambitious plan to transform Barclays Wealth 
into a premier global wealth manager. We are well on track to deliver 
against our promises - a step change improvement in client experience 
and a significant increase in the productive capacity of the firm. 

The execution of this strategy delivered differentiating performance. 
Our financial results were strong with income growth of 12% to £1.7bn 
and 27% growth in profit before tax to £207m.  The productivity of our 
relationship managers improved; with the top 25 generating 21% higher 
revenue than last year. Our clients have begun to benefit from better 
on-boarding processes; faster turn around of credit decisions; improved 
reporting and a broader set of products.

2012 will undoubtedly be a challenging year as we deliver the third year 
of our Gamma plan while still meeting ambitious financial targets. But we 
are strongly positioned; we have proven the concept and shown that we 
can deliver. I remain confident that we can meet our commitments to our 
clients, thereby meeting our commitments to our shareholders.

 We continue to transform Barclays Wealth 
into a premier global wealth manager. 

Thomas L. Kalaris
Chief Executive, Barclays Wealth

For more detailed information, please see Analysis of results 
by business page 173 
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Divisional review
Case studies

Delivering Barclays 
Capital for HP

When Hewlett-Packard 
announced its $11.7bn US-UK 
cross-border acquisition of 
Autonomy, Barclays Capital 
played a crucial role in every 
aspect of the transaction. 

Underscoring the firm’s ability to coordinate globally across regions 
and product areas to deliver seamless solutions for clients, teams 
spanning Technology client coverage, M&A, Corporate Broking, Debt 
Capital Markets, Loan Capital Markets, Global Finance Structuring & 
Advisory, Risk Solutions and Syndicate partnered to support HP on the 
transaction – the largest cross-border software M&A deal in history. 
In addition to providing strategic M&A advice on the transaction as 
well as delivering a fairness opinion to the HP board of directors, 
Barclays Capital acted as sole arranger and sole underwriter for a 
fully-committed $8.3bn (£5bn) bridge facility to support the 
transaction, which was successfully syndicated to a select group of 
core relationship banks upon announcement. Barclays Capital also led, 
and was billing and delivery agent for $4.6bn of senior notes.

The ability to provide a commitment of this size on a sole-basis was 
widely hailed in the media as a validation of Barclays Capital’s full-
service offering. The New York Times wrote: “Unlike boutiques, the 
full-service banks can provide a fuller picture of how the capital markets 
may react to a potential deal as well as the necessary financing for a 
transaction. Barclays Capital, for instance, committed to providing £5bn 
to HP for its Autonomy deal, which a boutique advisor could not do.”

Barclays Retail and 
Business Banking – 
Pingit

Europe’s first person-to-person 
service for sending and receiving 
money using mobile phone 
numbers is launched in 2012.

Barclays has a track record of leading the transformation of banking 
and financial services through the use of technology. In addition to 
investing in improving our current services, we are also seeking to 
meet needs which customers have not yet identified themselves.

Recognising the strength of consumers’ attachment to their 
smartphones and the opportunity that smartphone apps present 
for rapid and cost-effective innovation, we launched Barclays Pingit 
simultaneously for Apple, Android and Blackberry users. On the 
day of Pingit’s launch, it was the second most popular app 
downloaded from Apple in the UK.

Barclays Pingit allows users to receive and send money, for free, to 
anyone with a UK current account and a UK mobile phone number, 
simply by using that mobile number. It removes the need to share 
bank details. Further releases of the app will add new features and 
extend its use internationally and to other customer groups allowing 
Barclays to maintain the innovation lead created by its launch.

Barclays Wealth

Offering clients the benefits from 
our international reach and 
expertise in private wealth 
management, investment 
management, financial planning, 
brokerage and private banking. 

Since the establishment of our private banking business in India three 
years ago, Barclays Wealth has grown significantly. 

In India, private banking clients are typically entrepreneurs who have 
established multi-generational family businesses with complex 
financing needs. This provided us with a unique opportunity to serve 
our clients more comprehensively through our “private investment 
banking” model, unique investment philosophy and our wealth 
advisory expertise.  

Client assets have reached the £1bn mark since inception. We have 
built a solid reputation and a strong franchise this was clearly 
demonstrated by winning the ‘Best Private Bank in India’ in The Asset 
Triple A Investment Awards.

Barclays Corporate  
backing Wyke Farms

Wyke Farms is a 125 year old 
independent family owned 
business and one of the leading 
manufacturers and suppliers of 
branded cheddar cheese, butter 
and whey protein in the UK.

Towards the end of 2009, the business started experiencing significant 
trading challenges in volatile market conditions and as a result saw 
losses start to build monthly. Since that time the Barclays Business 
Support team has worked closely with Wyke Farms’ management to 
develop and implement a structured ‘Fit for the Future’ turnaround 
plan. The results have been outstanding – in 2011 Wyke Farms 
returned to profitability and is now on a sustainable financial footing, 
generating good returns for its shareholders, providing stability of 
employment locally and maintaining its position as the largest 
premium branded family owned cheddar producer in Britain. Indeed 
the highly effective working relationship between Barclays and Wyke 
Farms which resulted in this success was formally recognised by the 
Institute for Turnaround in December 2011 when Wyke Farms won 
the IFT ‘Private Company Turnaround of the Year’ award.

The relationship between Wyke Farms and Barclays has been 
strengthened even further through this experience. Barclays continues 
to provide tailored borrowing facilities to the business to enable 
investment in new staff and machinery and our relationship 
management team is there to give additional advice and support 
as the company enters its next phase of growth. 
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Summary Remuneration Report

We recognise that executive remuneration generally, and bank 
remuneration in particular, is an important issue. Barclays needs to 
work with the acceptance of the communities in which we operate 
and balance the competing demands of our many stakeholders.  
This includes a close and continuous engagement with the Financial 
Services Authority and with our shareholders.

In 2011 Barclays delivered a solid set of results, achieved in challenging 
market and economic conditions.  The results were reflected in the 
remuneration decisions across Barclays including those for Bob Diamond 
and Chris Lucas. 2011 total incentive awards were down 26% across the 
Group compared with a 3% reduction in profit. Bonuses for our executive 
Directors and our eight highest paid senior executive officers were down 
48% versus 2010 on a “like-for-like” basis (namely the reduction for 
individuals in service in both 2010 and 2011).

The Board and the Committee recognise that our return on equity has to 
improve. In order to achieve this, our operating costs need to be reduced. 
Remuneration has its part to play in that. We fully recognise that higher 
capital requirements and the economic environment mean that 
remuneration levels in the industry have to adjust. That journey will take 
time and we have taken important steps in the right direction in 2011. 
Total incentive awards for Barclays Capital were down 35% on 2010 with 
Barclays Capital profit before tax reducing 32%. The Committee will 
continue to focus on reaching a sustainable balance between shareholder 
returns and employee remuneration.

The full remuneration report provides an overview of executive 
remuneration for 2011, details of the total incentive awards for 2011 and 
additional disclosures to comply with legal and regulatory requirements. 
Additional information on Barclays approach to remuneration can be 
found at www.barclays.com/investorrelations. I trust the remuneration 
report provides you with a clear picture of how the Committee has 
discharged its responsibilities in 2011.

Alison Carnwath
Chairman, Board Remuneration Committee

The Board Remuneration Committee 
provides governance and strategic oversight 
of remuneration.

 The Committee will continue to  
focus on reaching a sustainable  
balance between shareholder returns  
and employee remuneration. 

Alison Carnwath
Chairman, Board Remuneration Committee
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Executive Directors’ total remuneration

Bob Diamond Chris Lucas

2011
£000

2010 
£000

2011
£000

2010 
£000

Salary 1,350 250 800 763

Current year cash bonus 0 0 0 360

Current year share bonus 0 1,800 0 360

Deferred cash bonus 0 2,350 0 540

Deferred share bonus 2,700 2,350 1,800 540

Total of salary and bonus 4,050 6,750 2,600 2,563

Long term incentive award 2,250 2,250 1,333 1,333

Total remuneration 6,300 9,000 3,933 3,896

Non-executive Directors’ fees 

Chairman
£000

Senior
 Independent

 Director
£000

Board
Member

£000

Board
Audit

Committee
£000

Board 
Remuneration

Committee
£000

Board
Corporate

Governance
and

Nominations
Committee

£000

Board 
Citizenship 
Committee 

£000

Board Risk
Committee

£000
Benefits

£000

Total
2011
£000

Total
2010
£000

Fees at 31 December 2011

Full-year fee 750 30 80 – – – – – – – –

Committee Chair – – – 70 70 – – 60 – – –

Committee Member – – – 30 30 15 15 25 – – –

Fees to 31 December 2011

Group Chairman

Marcus Agius Ch. – – – M. Ch. Ch. – 1 751 751

Non-executive Directors

David Booth – – M. – – M. – Ch. – 145 125

Alison Carnwath – – M. M. Ch. M. – – – 158 39

Fulvio Conti – – M. M. – – – – – 105 95

Simon Fraser – – M. M. M. – – – – 130 110

Reuben Jeffery III – – M. – – – – M. – 98 85

Sir Andrew Likierman – – M. M. – – – M. – 127 110

Dambisa Moyo – – M. – – – M. M. – 105 50

Sir Michael Rake – SID. M. Ch. – M. – M. – 188 160

Sir John Sunderland – – M. – M. M. M. – – 132 115

Sir Richard Broadbent – – – – – – – – – 171 200

Alison Carnwath became Chairman of the Board Remuneration Committee and a member of the Board Corporate Governance and Nominations Committee on 1 July 2011. Dambisa Moyo 
and Sir John Sunderland became members of the Board Citizenship Committee on 1 August 2011. Sir Michael Rake became Senior Independent Director on 1 October 2011. Sir Richard 
Broadbent resigned as a non-executive Director with effect from 30 September 2011.

Total incentive awards granted – current year and deferred

Barclays Group Barclays Capital

Year Ended
31.12.11

£m

Year Ended 
31.12.10

£m % Change

Year Ended
31.12.11

£m

Year Ended 
31.12.10

£m % Change

Total current year bonus 898 1,674 (46) 384 1,196 (68)

Total deferred bonus 1,252 1,177 6 1,152 1,065 8 

Bonus pool  2,150 2,851 (25) 1,536 2,261 (32)

Sales commissions, commitments and other incentives 428 633 (32) 201 399 (50)

Total incentive awards granted 2,578 3,484 (26) 1,737 2,660 (35)

Bonus pool as % of profit before tax (pre bonus) 28% 33%  35% 36%  

Bonus pool as % of adjusted profit before tax (pre bonus) 29% 34%  35% 36%  

Proportion of bonus that is deferred 58% 41%  75% 47%  

Total employees (full time equivalent) 141,100 147,500 (4) 24,000 24,800 (3)

Bonus per employee £15,237 £19,329 (21) £64,000 £91,169 (30)
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Summary Remuneration Report continued

For more detailed information, please see page 54

Executive Directors’ benefits

2011
£000

2010
£000

Bob Diamond 474 268

Chris Lucas 28 25

Directors’ emoluments and statutory disclosures

2011
£m

2010
£m

Aggregate emoluments 15.9 15.8

Amounts paid under long-term incentive schemes 5.8 7.0

21.7 22.8

The aggregate emoluments above include the cost of tax equalising Bob Diamond, 
consistent with his contract. There were no pension contributions paid to defined 
contribution schemes on behalf of Directors (2010: £13,588). There were no notional 
pension contributions to defined contribution schemes (2010: £nil). As at 31 December 
2011, there were no Directors accruing benefits under a defined benefit scheme  
(2010: one Director). 

Total Shareholder Return
Figure 1 shows the value, at 31 December 2011, of £100 invested in Barclays 
on 31 December 2006 compared with the value of £100 invested in the 
FTSE 100 Index. The other points plotted are the values at intervening 
financial year ends. The FTSE 100 Index is a widely recognised performance 
comparison for large UK companies and this is why it has been chosen as a 
comparator to illustrate Barclays total shareholder return.

Barclays Remuneration Policy 
The Remuneration Policy provides a framework for the Committee 
in carrying out its work. The aims of the Remuneration Policy are to: 

1.  Attract and retain those people with the ability, experience and skill 
to deliver the strategy; 

2.  Create a direct and recognisable alignment between the rewards 
and risk exposure of shareholders and employees;

3.  Incentivise employees to deliver sustained performance consistent 
with strategic goals and appropriate risk management, and to reward 
success in this;

4.  Deliver remuneration that is affordable and appropriate in terms 
of value allocated to shareholders and employees; and

5.  Encourage behaviour consistent with Barclays guiding principles.

More details on the Remuneration Policy including Barclays guiding 
principles can be found at www.barclays.com/investorrelations. The 

Committee reviews the Remuneration Policy to ensure that Barclays 
remuneration remains competitive and provides appropriate incentive for 
performance. To ensure appropriate operation of the Remuneration Policy, 
the Committee has established remuneration governance frameworks for 
each major business and for the Group. The frameworks are forward 
looking and are based on financial metrics, including key remuneration 
ratios, that assess the current and future affordability of remuneration. 
The frameworks are designed to ensure that remuneration is managed in 
a way that is consistent with delivering the strategy and performance of 
Barclays and each of the businesses, whilst maintaining capital strength.

For individual remuneration decisions made by the Committee, including 
the decisions for executive Directors, the level of remuneration across 
Barclays and each of the businesses is taken into account. The combined 
potential remuneration for the executive Directors and for senior 
employees from bonuses and long term incentive awards outweighs  
the fixed component of remuneration, and is subject to individual and 
business performance. This means that the majority of remuneration  
is risk-adjusted.

Remuneration governance
The Committee determines the bonus pool by reference to a number of 
quantitative and qualitative measures. In doing this the Committee is 
informed by the remuneration governance frameworks and associated 
financial metrics and remuneration ratios. The Committee receives input 
from the Group Finance Director and the Chief Risk Officer on key financial 
and risk matters. The Committee works closely with the Board Audit 
Committee and the Board Risk Committee, and receives input on internal 
audit, compliance and risk matters. This includes the Committee receiving 
a report from the Board Risk Committee on the risk performance of the 
businesses in order to ensure that the bonus pool properly reflects this 
performance.

The Committee reviews individual remuneration recommendations for 
executive Directors, Code Staff and employees with total remuneration  
of £1m or more. Remuneration decisions are directly linked to individual 
performance, both financial and non-financial. Individual performance  
is reviewed by line management through a formal assessment process, 
which includes a review against objectives set at the start of the year.  
The assessment includes reviewing individual behaviour against Barclays 
guiding principles and applicable risk and control policies.

Bonuses above a threshold level (set annually by the Committee) include 
awards in the form of deferred bonuses. The vesting of deferred bonuses 
is dependent on future service and subject to clawback provisions. The 
Committee reviews the operation of clawback provisions and may reduce 
the vesting level of an unvested deferred bonus (including to nil). 

The risk and compliance functions play a key role in remuneration 
governance. The risk function provides regular updates to the Committee 
on risk-adjusted business performance and it also provides input on the 
remuneration governance frameworks, bonus pool proposals and new 
incentive plan designs (including risk-adjusted metrics for use in long term 
incentive plans) from a risk management perspective. The input of the 
compliance function focuses on the assessment of individual employee 
behaviour based on the operation of compliance controls. 

Year ended 31 December

06

Source: Datastream

07 08 09 10 11

100

100

72

25

44 43 29

107

77

98

110 108

FTSE 100 Index
Barclays PLC

Figure 1: Total Shareholder Return £
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Governance

Bikeworks

Barclays supports Bikeworks, an award-winning social enterprise that uses 
the power of cycling to help participants develop skills to secure a job.
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Corporate governance report

Dear Shareholder

The fundamental purpose of any company is the creation and delivery of 
long-term sustainable shareholder value in a manner consistent with its 
obligations as a responsible corporate citizen. Corporate governance must 
be seen in this context – it is not an objective in its own right but a vital 
facilitator to the creation of long-term value for our owners. However, the 
creation of shareholder value is influenced by many factors, both internal 
and external and the Board and I are very conscious that the financial 
crisis has resulted in Barclays shareholders suffering a large erosion in the 
value of their holding. We continue therefore to review our corporate 
governance processes and practices carefully to ensure they are fit for 
purpose and have again conducted a rigorous, externally facilitated Board 
Effectiveness Review during 2011.

So, how is the Barclays Board seeking to create and sustain value over the 
long-term? We aim to achieve this by understanding the external factors 
that present risks and opportunities for our business, thereby ensuring 
our strategy is appropriate; building strong and stable relationships with 
our customers, employees and suppliers; and ensuring that we manage 
our risks and scarce resources, including capital, appropriately. Our 
strategy is focused on four key priorities: Capital; Returns; Income Growth; 
and Citizenship and we ensure our Board discussions are focused on 
these issues. 

External factors continue to have a significant impact on Barclays. The 
demands and expectations of governments, regulators and of society as a 
whole as to the role of banks and other financial institutions have resulted 
in a number of changes in the regulatory environment that will have a 
profound impact on our strategy and business model. Furthermore, 
ongoing global economic uncertainty, particularly surrounding the 
Eurozone, has led to continued weak market conditions. It is important 
in such an environment that the Board meets regularly and is kept fully 
informed. Consequently, in 2011, in addition to our eight scheduled 
meetings, two of which were held overseas, we held eight additional 
Board meetings to discuss, amongst other things, the uncertainty in the 
Eurozone; market conditions; the findings and recommendations of the 
Independent Commission on Banking (ICB), as published in both their 
interim and final reports; and our commitments under Project Merlin, the 
agreement between the UK Government and the four major UK banks on 
commitment to lending in the UK.

Good corporate governance is vital in supporting the delivery of our 
strategic priorities. Our Board Committees play an important role in 
working with management to ensure our business is financially strong, 
that it is well-governed and that any risks are identified and mitigated.  
It is important that we generate income in a sustainable way and manage 
our risks and costs properly, without eroding the controls we have in place. 
The Board Audit Committee, chaired by Sir Michael Rake, has a key 
oversight role in ensuring that our financial statements are a true and fair 
representation of our financial position and strength and that our control 
environment is robust and maintained. It is vital that our levels of capital, 
funding and liquidity are regarded as rock solid, particularly in times of 
economic dislocation, and the Board Risk Committee, chaired by David 

Booth, provides oversight of and advice on both our risk appetite and 
management and our capital and liquidity strategies. And it is essential 
that we reward our people appropriately, that their pay reflects 
performance and that we do not incentivise them to take inappropriate 
levels of risk. The Board Remuneration Committee, chaired by Alison 
Carnwath, provides direction and oversight of our remuneration policy. 
Each of the Board Committee Chairmen reports personally later in this 
report.

We must also demonstrate our wider value to society. To support the 
delivery of this objective, in August 2011 we created a Board Citizenship 
Committee, which I chair. I am joined on the Committee by Sir John 
Sunderland and Dambisa Moyo, and we held its first meeting in late 2011. 
Our remit is to have oversight of our conduct with regard to our corporate 
and societal obligations and our reputation as a responsible corporate 
citizen. We will oversee matters such as our progress against our Treating 
Customers Fairly objectives and our conduct on matters relating to our 
shareholders, clients, customers, employees, suppliers and the 
communities in which we operate. More information on this Committee 
can be found in its Terms of Reference on our website.

Of course, in order to deliver our strategy, we need the right people. 
To this end, one of our priorities is to ensure that we have a Board and  
an executive management team with the appropriate skills, knowledge 
and experience to operate effectively in an ever challenging environment. 
One way of ensuring that we continue to have the right people is to have 
a rigorous appointment and an effective succession planning process 
in place for Board and key management roles. The Board Corporate 
Governance and Nominations Committee has a key role to play in 
reviewing new appointments and succession plans and during the year 
we specifically debated both Board composition and succession planning 
for Executive Committee positions.

Board composition is critical in ensuring effective and value-adding 
corporate governance. The debate about Board diversity and the 
representation of women on company boards progressed at pace in 2011 
and we welcomed and supported the recommendations in Lord Davies' 
report into Women on Boards. However, diversity is much wider than the 
issue of gender: it is about ensuring that there is an appropriate range and 
balance of skills, experience and background on the Board. Nevertheless, 
while ensuring that all Directors are appointed on merit, we have set 
ourselves the aspirational target of ensuring that at least 20% of our 
Board is made up of women by the end of 2013 and for that position to 
have exceeded 25% by the end of 2015. We are also continuing to support 
initiatives to ensure that the pipeline of credible women candidates for 
Board positions is strengthened, including my own personal participation 
in the FTSE 100 Cross-Company Mentoring Programme and our 
sponsorship of the Cranfield Female FTSE Board Report. More details of 
our approach to diversity and inclusion may be found on page 53 and 
I report in more detail on our Board appointment process and succession 
planning initiatives in my report on the activities of the Board Corporate 
Governance and Nominations Committee on page 38. 

We continue to embrace the provisions and principles of the UK Corporate 
Governance Code (the Code) and the rest of my report explains how we 
applied those principles in 2011.

Marcus Agius 
Group Chairman 
7 March 2012
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Leadership
What is the role of the Board?
Our principal duty, collectively, is to promote the long-term success 
of Barclays by creating and delivering sustainable shareholder value.  
We do this by setting the strategy and overseeing its implementation by 
management. While our ultimate focus is long-term growth, we also 
need to deliver on short-term objectives and we seek to ensure that 
management strikes the right balance between the two. We are mindful 
of our wider obligations and consider the impact our decisions will have 
on Barclays and on various stakeholders, such as our employees, our 
shareholders, our suppliers, the environment and our community as a 
whole. In setting and monitoring the execution of our strategy, we aim to 
ensure that we maintain an effective system of internal control and that 
management maintains an effective risk management and oversight 
process across the Group, so that growth is delivered in a controlled and 
sustainable way. 

In order to ensure that we meet our responsibilities, specific key decisions 
have been reserved for approval by the Board. These include decisions 
on the Group’s strategy, approval of risk appetite and capital and liquidity 
matters, Board membership, financial results and governance issues.  
A full formal schedule of matters specifically reserved to the Board can 
be found on our website, at www.barclays.com/corporategovernance.

To assist us in carrying out our functions and to ensure there is 
independent oversight of internal control and risk management, the Board 
has delegated certain responsibilities to Board Committees, which are 
comprised solely of independent non-executive Directors. Each Board 
Committee has agreed Terms of Reference, which are approved by the 
Board. Copies can be found on our website. 

The Chairman of each Board Committee reports to the Board on the 
matters discussed at Board Committee meetings. You will find later in  
this section reports from the Chairman of each Board Committee on their 
activities in 2011 and their priorities for 2012. 

More information on the role of the Board and its Committees in general 
can be found in “Corporate Governance in Barclays”, which is available  
on our website. 

Board composition
The names of our Directors and their full biographical details, including  
the skills and experience they each bring to the Board, can be found on 
pages 50-52.

As Chairman, my primary responsibility is to provide leadership to the 
Board to ensure that we satisfy our legal and regulatory responsibilities. 
I set the Board’s agenda in consultation with the Chief Executive and 
Company Secretary, taking full account of the issues and concerns of 
Board members and giving consideration to the need to allow adequate 
and sufficient time for the discussion of the items on the agenda, in 
particular, strategy. You can find my full role profile in our “Charter of 
Expectations”, which is available on our website. In addition to the Board, 
I also chair the Board Corporate Governance and Nominations Committee 
and the Board Citizenship Committee and I am a member of the Board 
Remuneration Committee. Although I am not a member of the Board 
Audit and Board Risk Committees, I make a point of attending a number 
of their meetings each year: this allows me to gain a deeper 
understanding of the specific issues each of those committees is 
discussing and also allows me to observe the committees in action and 
assess their effectiveness. In 2011, I attended five meetings of the Board 
Audit Committee and three meetings of the Board Risk Committee.

It is the responsibility of the executive Directors, Bob Diamond and Chris 
Lucas, to make and implement operational decisions and to run the 
business day-to-day within the strategy and risk appetite agreed by the 
Board. They are supported by the Executive Committee, which Bob chairs. 
Bob reports to each Board meeting on the significant matters debated at 
Executive Committee meetings and members of the Executive Committee 
regularly attend Board meetings to report on their business or area of 
responsibility.

The non-executive Directors are independent of management. Their role 
is to advise and constructively challenge management and monitor the 
success of management in delivering the agreed strategy within the risk 
appetite and control framework that is set by the Board. 

Sir Richard Broadbent served as our Senior Independent Director until his 
retirement from the Board on 30 September 2011 and I am grateful to him 
for the advice and support he afforded to me in managing the business of 
the Board. Sir Michael Rake succeeded to the role of Senior Independent 
Director with effect from 1 October 2011: his significant experience as a 
listed company chairman, as a board member and of business in general, 
gained from his long career at KPMG, will prove extremely valuable. You 
can find the role profile for the Senior Independent Director in our Charter 
of Expectations. 

Board – Group Chairman, two executive Directors, nine non-executive Directors

Board Committee oversight

Board Corporate 
Governance and 
Nominations Committee
(Group Chairman and  
four independent 
 non-executive Directors)

Board Audit Committee
(Five independent 
 non-executive Directors)

Board Risk Committee
(Five independent 
 non-executive Directors)

Board Remuneration 
 Committee
(Three independent 
 non-executive Directors  
and the Group Chairman)

Board Citizenship 
 Committee
(Group Chairman and  
two independent 
non-executive Directors)

Management

Chief Executive

Executive Committee
(Business Unit Heads and the Heads of Key Group Control Functions)

Management Committees
(including Disclosure Committee, Group Governance and Control Committee,  
Financial Risk Committee, Operational Risk Committee, Treasury Committee)
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Corporate governance report continued

How does the Board operate?
We normally meet eight times a year, which includes an annual two day 
strategy meeting. We meet more frequently when the need arises and, 
in 2011, we arranged and held eight additional meetings at short notice to 
discuss issues such as market conditions, the interim and final reports of 
the ICB and significant Group developments, such as the court ruling on 
Payment Protection Insurance. In total, we met as a Board 16 times during 
the year. All Directors make every effort to attend each meeting, whether 
it is in person, by telephone or by video conference, unless circumstances 
prevent them from doing so, such as illness or prior commitments. In such 
instances, they are able to give to me ahead of the meeting any views or 
comments they may have on the matters to be discussed. I meet privately 
with the non-executive Directors as a group ahead of each Board meeting 
to take soundings on any particular matters they may wish to raise at the 
meeting. I also meet with the Company Secretary after each meeting to 
agree the actions to be followed up and to discuss how effective the 
meeting was.

I can confirm that each Director committed an appropriate amount of 
time to their Barclays duties in 2011 and the non-executive Directors 
met the time commitment specified in their letters of appointment. 
Details of Board meeting attendance in 2011 is as follows:

Board Attendance

Independent

Scheduled 
Meetings 
eligible to 

attend

Scheduled 
Meetings 
attended

Additional 
Meetings 
eligible to 

attend

Additional 
meetings 
attended

Group Chairman

Marcus Agius OA 8 8 8 8

Executive Directors

Bob Diamond ED 8 8 8 7

Chris Lucas ED 8 8 8 8

Non-executive Directors

David Booth I 8 8 8 7

Sir Richard Broadbent (to 30 September 2011) I 6 6 6 6

Alison Carnwatha I 8 7 8 8

Fulvio Conti I 8 8 8 7

Simon Fraser I 8 8 8 7

Reuben Jeffery I 8 8 8 7

Sir Andrew Likierman I 8 8 8 6

Dambisa Moyo I 8 8 8 8

Sir Michael Rakeb I 8 7 8 5

Sir John Sunderland I 8 8 8 7

Secretary

Lawrence Dickinson

Key
OA on appointment
ED executive Director
I  independent non-executive Director

Notes
a Unable to attend a scheduled meeting owing to a prior commitment.
b Unable to attend a scheduled meeting owing to illness.

Corporate Governance in Barclays

All of our corporate governance practices have been brought together 
in one document, Corporate Governance in Barclays. This framework 
provides the basis for promoting the highest standards of corporate 
governance in Barclays. Corporate Governance in Barclays is available  
on our website at www.barclays.com/corporategovernance.

Charter of Expectations

The role profiles, responsibilities, time commitments, key competencies 
and behaviours we expect of our Directors, together with the key 
indicators of high performance, are set out in our Charter of Expectations, 
which was reviewed and updated during 2011 to take account of the best 
practice recommendations set out in the FRC’s Guidance on Board 
Effectiveness. The Charter of Expectations is available on our website.

To facilitate the smooth running and effective management of our 
meetings at all stages, Lawrence Dickinson, our Company Secretary, 
supports me, the Chief Executive and the Board Committee Chairmen 
in setting the annual meeting agenda and ensuring that agreed actions 
are completed. Lawrence also works closely with senior management to 
ensure that there are timely and appropriate information flows within and 
to the Board, the Board Committees and between the Directors and senior 
management in general. During the year, we introduced a new secure, 
electronic system for the delivery of Board and Committee papers to 
Directors, which they can access using tablet computers, thus enabling 
faster information flows. More details on the role of the Company 
Secretary and the support provided to the Board can be found in our 
Charter of Expectations.
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How did we discharge our responsibilities in 2011?
In 2011, ongoing difficult global economic conditions and the changing 
regulatory environment formed the backdrop to our decision-making 
process and highlighted the strategic challenges that we face. Key 
activities for the Board during the year included: 

 – We undertook regular reviews of strategic options open to the Group 
given the developing regulatory environment in the UK and globally. 
Significant time was set aside for discussions on strategy, including 
discussion over dinner ahead of the formal Board meetings. The 
evening sessions have provided an opportunity for more high-level 
discussions and have enabled wide-ranging debate on critical issues, 
without the constraints of a formal meeting agenda.

 – We reviewed progress against our four execution priorities of Capital, 
Income Growth, Returns and Citizenship, including reviewing the cost 
reduction programme and the performance of each of our businesses 
against our return on equity target. 

 – Following the publication of the ICB interim report in April 2011, 
and the final report published in September 2011, we met to 
discuss the potential implications for our overall strategy. 

 – We received regular updates on global economic conditions and 
the outlook for the market. We also discussed bank sector valuations, 
with input from our corporate brokers.

 – We held a separate meeting to discuss the Project Merlin agreement 
and received regular reports on the Group’s compliance with its 
commitments under the agreement. 

 – We held a special meeting to discuss the implications of the court ruling 
on Payment Protection Insurance (PPI) policies and the Group’s response. 

 – We received updates from each of our principal businesses to discuss 
their progress against agreed strategy, plus updates on our brand and 
marketing strategy and investor relations strategy. 

 – We considered the Group’s liquidity (including liquidity risk appetite), 
the capital plan and also approved the Group’s Risk Appetite for 2012.

 – We reviewed senior management succession plans, which identify 
talent in the Group at the level below the Executive Committee. 

 – Given our significant North American operations, in 2011 we held two 
board meetings in New York and there are plans to hold more overseas 
meetings in 2012. 

The chart below illustrates how we allocated our time during 2011.

What are our objectives for 2012?
We are yet to see any real signs of sustained growth in many developed 
economies and ongoing difficult economic, political and market 
conditions, coupled with the changing regulatory landscape, will form the 
background to our deliberations in 2012. I see the Board’s focus continuing 
to be on:

 – identifying and developing our strategic options in light of regulatory 
change, macroeconomic uncertainty and market conditions;

 – monitoring management’s progress against our four execution priorities 
of Capital, Returns, Income Growth and Citizenship; and

 – ensuring we have stable and effective management in place by 
maintaining an appropriate succession plan.

Effectiveness
How do we ensure the effectiveness of our Board?
Board Size, Composition and Qualification 
We have determined that the optimum Board size for Barclays is 12-15 
members. We currently have 12 Directors on our Board: in addition to me 
as Chairman, we have two executive Directors and nine independent 
non-executive Directors. The size, composition and qualifications of the 
members of a board have a great impact on how effective that board is. 
We regularly review the size, composition and balance of skills we have 
on the Board, both in terms of what we need now and what we might 
need to be successful in the future. Our aim is to ensure that we have 
the right mix for constructive Group discussion and, ultimately, effective 
Board decisions. 

We recognise the benefits of diversity on the Board and the current 
members of the Board have a wide range of skills and experience required 
to govern effectively a global banking business such as Barclays. There are 
currently two women on the Board, representing 16% of the total Board 
membership. We aim to increase the number of women we have on our 
Board to ensure that we meet the aspirational targets we have set in light 
of the recommendations of the Davies Review.

The balance of the Board is illustrated below. 

1

2
3

4 5

2011 Board allocation of time

1 Strategy Formulation and  2011 2010
Implementation monitoring 39 51

2 Finance 

(including capital and liquidity) 16 20

3 Governance and Risk 

(including regulatory issues) 35 20

4 Corporate Finance 1 2

5  Other 

(including compensation) 9 7

%

1

2

3

No.

1 Chairman 1

2 Executive Directors 2

3 Independent non-executive Directors 9

Balance of non-executive and executive Directors

2

1

%

1 Male 84

2 Female 16

Board gender balance

1 0-3 years 4

2 3-6 years 4

3 6-9 years 1

Length of tenure of non-executive Directors No.

2

3
1
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Corporate governance report continued

Director Independence
We consider non-executive Director independence on an annual basis, 
as part of each Director’s performance evaluation. I was considered to be 
independent on appointment as Chairman, as recommended by the Code. 
The Board Corporate Governance and Nominations Committee and the 
Board has reviewed the independence of each non-executive Director and 
concluded that each of them continues to demonstrate those behaviours 
that the Board considers to be essential indicators of independence, which 
are set out in our Charter of Expectations. 

Director Re-election 
The Code requires that all Directors submit themselves for re-election at 
the Company’s Annual General Meeting (AGM), which this year will be 
held on 27 April 2012. Following a rigorous performance evaluation of 
each Director and the Board as a whole, I can confirm that all the Directors 
submitting themselves for re-election are considered by the Board to be 
fully effective. Biographical details of each of the Directors may be found 
on pages 50-52 and you will find full details of the performance evaluation 
process and results in my report on Board evaluation on page 37.

Succession Planning and Board Appointments 
Having a good succession plan in place mitigates against risks associated 
with the departure or absence of well-qualified and experienced 
individuals. We recognise this and our aim is to ensure that the Board 
and management are always well resourced, with the right people in 
terms of skills and experience, to deliver our strategy. When making Board 
appointments, we seek to ensure that we have a diverse range of skills, 
background and experience, including industry and geographical 
experience. We also recognise that, even though new faces bring fresh 
ideas and perspective to how things are done, continued tenure brings 
a depth of company-specific knowledge that is important to retain.  
As a result, we consider length of tenure when making appointments 
to the Board to ensure that we have the optimum balance and can 
progressively refresh the Board. The length of tenure of the current 
non-executive Directors and their geographical experience and 
background is illustrated in the charts on page 35 and below.

The Board Corporate Governance and Nominations Committee is 
responsible for both executive and non-executive Director succession 
planning and recommends new appointments to the Board. More detail 
on the role of the Board Corporate Governance and Nominations 
Committee is given in my report below. 

Non-executive Director Terms of Appointment
On appointment, our non-executive Directors are given a letter of 
appointment that sets out the terms and conditions of their Directorship, 
including the fees payable and the expected time commitment. Each 
non-executive Director is expected to commit a minimum of 20 days per 
annum to the role. Additional time commitment is required to fulfil their 
roles as Board Committee members and/or Board Committee chairmen, 
as applicable. On average, the time commitment of non-executive 
Directors is in the range of 30–36 days per annum, although the Board 
Committee Chairmen devote considerably more time.

Directors’ external activities and conflicts of interest
Our Directors have a statutory duty to avoid situations in which they 
have or may have interests that conflict with those of Barclays, unless that 
conflict is first authorised by the Directors. This includes potential conflicts 
that may arise when a Director takes up a position with another company. 

We recognise the importance of the experience, value and knowledge 
that can be brought to the Board by Directors undertaking other roles or 
activities. Our Directors are obliged to obtain authorisation prior to doing 
so and it is their responsibility to ensure that they will be able to meet the 
time commitment we expect of them and that the additional role will not 
impact their effectiveness as a Barclays Director. 

Our executive Directors may take up only one FTSE 100 non-executive 
directorship and they are allowed to retain any fees they receive. No such 
fees were received in 2011.

Our articles of association allow the Board to authorise potential conflicts, 
and we have a comprehensive procedure in place to deal with any actual 
or potential conflict of interest. The Board takes into consideration all the 
circumstances and deals with each appointment on its individual merit.  
All potential conflicts approved by the Board are recorded in an Interests 
Register, which is reviewed on an annual basis by the Board Corporate 
Governance and Nominations Committee to ensure that the procedure 
and process are working effectively. Following a review of the Interests 
Register, the Committee concluded that all the potential conflicts as 
registered have been considered thoroughly and appropriately. During 
2011, the Board authorised Sir Richard Broadbent’s appointment as a 
non-executive Director of Tesco PLC, recognising that there would only be 
a short overlap given his impending retirement from the Board. In view of 
the potential conflict that might arise given Tesco’s retail banking activities, 
following this appointment Sir Richard excused himself from any Board 
discussions relating to our UK Retail Banking business.

Board Induction and Professional Development 
Although newly appointed non-executive Directors have a wealth of 
experience and knowledge, there is still the need to ensure they are 
provided with a bespoke induction programme to deepen their 
understanding of our business and their knowledge of Barclays, its 
operations and staff. I work with the Company Secretary to ensure that a 
comprehensive induction programme is in place, which includes sessions 
with each of the executive Directors, members of the Executive 
Committee and meetings with the senior executives responsible for each 
of our businesses and central functions: these sessions focus on the 
challenges, opportunities and risks that are faced by each business. 
The Board Corporate Governance and Nominations Committee 
undertakes an annual review of our Director induction and development 
programmes to ensure that they are appropriate and fit for purpose. 
More information on our Board induction process can be found in 
Corporate Governance in Barclays. 

1

2

3

No.

1 UK 6

2 Continental Europe 1

3 US 2

Geographical mix (main experience) of non-executive Directors

1

2

3

5

4

6

No.

1 Financial Services 5

2 Accountancy/financial background 4

3 Retail/marketing 1

4 Government experience 2

5 Business school 1

6  Corporate Finance 2

7 International (Europe) 1

8 International (US) 2

7

8

Industry/background experiencea

Notes
a Individual Directors may fall into one or more categories.
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Ongoing professional development is equally important given the rapidly 
changing environment in which we operate and my role includes ensuring 
that Directors have the opportunity to update and refresh their knowledge. 
During the year, non-executive Directors attended briefing sessions on 
balance sheet composition and capital allocation and on risk weighted 
assets. They also attended a demonstration of our contactless technology. 
Personal development logs are maintained for each non-executive 
Director, which record external and internal briefings and other events 
that each attends, such as internal management conferences.

Evaluation of Board Performance
In order to improve the effectiveness of the Board and its Committees, 
as well as the effectiveness of each individual Director, we undertake on an 
annual basis a formal and rigorous Board effectiveness review. One of the 
advantages of undertaking an annual evaluation, which we have done 
since 2004, is that we can monitor trends in responses to questions and 
track progress made against action plans. We annually benchmark our 
approach against the practices of other companies in the FTSE 20 to 
ensure that we remain at the forefront of best practice. The Board Corporate 
Governance and Nominations Committee is responsible for overseeing the 
process and for monitoring any action plans on behalf of the Board. 

Evaluation Statement

I provide below a summary of the Board’s progress against its 2011 action plan:

Key Themes Actions 

Ensuring that Board dynamics remain effective following recent 
membership changes, including the appointment of the new Chief 
Executive

 – Effective working relationships have been developed and maintained 
between the non-executive Directors and the Executive Directors, 
facilitated by opportunities offered by offsite Board meetings and less 
formal discussions at Board dinners ahead of meetings.

Continuing the focus on strategic decision making in light of the evolving 
regulatory environment

 – The Board has continued to receive regular updates on the regulatory 
environment. Strategy presentations to the Board have included 
additional information on the external environment and its impact. 
External guest speakers have presented to the Board on significant 
issues, such as the valuation of banks.

Ensuring that a wide range of skills experience, background and diversity 
on the Board is maintained 

 – Succession planning is a major focus of the Board and the Board 
Corporate Governance and Nominations Committee considers 
diversity on the Board when discussing succession plans and potential 
new appointments.

Revising the format of Board meetings to allow the Board to devote more 
time to discussion of key strategic issues, including discussions the 
evening before Board meetings

 – Board dinners are being held on evenings prior to Board meetings 
to enable Directors to discuss issues in more depth and build 
relationships. The Board dinners have included presentations and 
time for discussion of key issues. Routine Board items are being 
dealt with appropriately, including inverting the agenda, if 
appropriate, so that routine items are considered last.

As in each year since 2004, the 2011 evaluation process was 
independently facilitated. We continue to monitor and review the 
facilitators available in the market and Egon Zehnder International was 
re-engaged following such review. Egon Zehnder is an executive search 
agent, but it did not undertake any Barclays Board searches during the 
year and the Board continues to believe that it provides an impartial 
and objective service.

The 2011 evaluation process again took the form of questionnaires 
completed by Directors and key executives, followed by structured 
interviews with representatives from Egon Zehnder. In addition to 
the Board evaluation questionnaire completed by all the participants, 
Board Committee members completed separate Board Committee 
questionnaires. The areas covered by the questionnaire were unchanged 
from previous years, although this year the questionnaire included 
some new questions designed to draw out behavioural issues and 
group dynamics. 

In December 2011, Egon Zehnder presented a report on the evaluation 
process to the Board. We discussed the results of the evaluation and 
confirmed that we continue to operate at a very high level of 
effectiveness. The review identified that the Board is aligned in its 
understanding of the strategic challenges it faces in a highly regulated 
and uncertain economic environment; that it continues to work hard 
and effectively as a team; and that it has demonstrated a high degree 
of resilience over a significant period of uncertainty for the financial 
services industry. The review also concluded that the Board 
benchmarked well against other companies.

The key themes arising from the 2011 evaluation and which will form 
the basis of the action plan for 2012 are: 

 – Ensuring that the Board continues to have an appropriate range 
and balance of skills, experience and diversity.

 – Continuing to develop an appropriate process for succession planning 
for key Board and senior executive management positions.

 – Enabling the Board to have greater interaction with Executive 
Committee members to gain an enhanced understanding of the 
challenges and opportunities they face in their businesses.

 – Ensuring that the Board has visibility of talent amongst senior 
executive management.

 – Continuing to ensure that timely and high-quality information flows 
to the Board and to Board Committees.

As part of the annual evaluation process, we seek views on the 
performance of individual Directors. I have discussed this feedback 
with each of the non-executive Directors and agreed with them any 
areas for development. My own performance was reviewed by the 
Senior Independent Director, who sought the views of the other  
non-executive Directors. 
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Corporate governance report continued

Board Corporate Governance and Nominations Committee Report

As Chairman of the Board Corporate Governance and Nominations 
Committee, I report on the Committee’s activities in 2011.

Member Independent

Meetings
eligible to

attend
Meetings
attended

Marcus Agius (Chairman) OA 4 4

David Booth I 4 4

Sir Richard Broadbent  
(resigned 30 Sept 2011) I 3 3

Alison Carnwath  
(appointed 1 July 2011) I 1 1

Sir Michael Rakea I 4 3

Sir John Sunderland I 4 4

Secretary

Lawrence Dickinson

Key
OA on appointment
I  independent
a unable to attend a meeting owing to illness

Chairman’s Overview of 2011
Following the appointment of a new Chief Executive at the beginning of 
the year, the focus and attention of the Committee in 2011 was on the 
need to have a strengthened and effective succession planning process 
in place for the Board and other senior executive roles. In addition, this 
year we have given particular thought to the issue of diversity, given the 
recommendations of the Davies Review on the gender diversity of Boards. 

Who is on the Committee?
The Committee consists of me, as Chairman, along with four non-
executive Directors. The names of the members of the Committee 
are shown in the table, together with attendance at meetings in 2011. 
Committee members include the Chairmen of the main Board 
Committees. Bob Diamond, the Chief Executive, also attends each 
meeting, although he is not involved in decisions relating to his own 
succession.

What is our role and what are our responsibilities? 
Our role is to:

 – review the composition of the Board and Board Committees to ensure 
they are appropriately constituted and balanced in terms of skills and 
experience and to recommend to the Board the appointment of new 
Directors; 

 – consider succession plans for the Group Chairman, Chief Executive 
and other key positions, such as roles on the Executive Committee 
and other senior management roles; 

 – monitor corporate governance issues and developments; and

 – agree the process for the annual Board Effectiveness Review and track 
the progress of any actions arising.

The Committee’s full Terms of Reference are available from our website.
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Board Corporate Governance and Nominations Committee Report continued

How did we discharge our responsibilities in 2011?
We met four times in 2011 and the chart below shows how we allocated 
our time at our meetings. I describe below how we discharged our 
responsibilities:

Board Composition
 – We reviewed the structure, size and composition of the Board and the 

principal Board Committees, looking at the need to refresh the Board, 
the balance and diversity of skills and experience on the Board and 
planning ahead for any retirements. We undertook a skills analysis  
and considered the skills that are likely to be required in the future.

 – We considered and recommended changes to Board Committee 
composition during the year. Given the retirement of Sir Richard 
Broadbent from the Board on 30 September 2011, the Committee 
approved the appointment of Alison Carnwath as Chairman of the 
Board Remuneration Committee. Alison is an experienced 
remuneration committee chairman and her knowledge of the 
investment banking industry will prove valuable given the regulatory 
focus on remuneration in that business. Alison also joined the Board 
Corporate Governance and Nominations Committee.

 – We discussed the outcome of the Davies Review on the proportion  
of women on boards and the implications for Barclays generally. We 
recommended an aspirational target for the Board to have at least 
20% of its membership as women by 2013 and for that position to 
have exceeded 25% by 2015. To meet this aspirational target, we 
discussed and agreed steps to identify potential women candidates  
for the Board by working with our executive search agents.

Succession Planning
 – In 2011, we assumed responsibility for oversight of the Group’s 

succession and talent management programme below Board level. 
We discussed the processes, methodology and contingency plans 
in place for senior strategic roles. We discussed succession 
planning for the position of Chief Executive and for the Executive 
Committee and reviewed potential candidates for these roles. 

Corporate Governance
 – We reviewed our corporate governance disclosures in the 2010 annual 

report and considered the proposed disclosures for the 2011 annual 
report. 

 – We reviewed and updated Corporate Governance in Barclays and the 
Charter of Expectations to ensure they continue to remain relevant 
and fit for purpose, particularly given publication of the Financial 
Reporting Council's Guidance on Board Effectiveness.

 – We were updated on significant corporate governance developments 
in the UK and those emanating from the European Commission and 
how these might impact the Group.

 – We reviewed and discussed issues raised at corporate governance 
meetings held with institutional investors and investor bodies.

Board Effectiveness
 – We discussed and approved the proposed actions to be taken in 

response to the findings of the 2010 Board Effectiveness Review. 

 – We reviewed the market for board effectiveness facilitators and agreed 
to re-appoint Egon Zehnder.

How effective was the Committee in 2011?
To ensure that the Committee is operating effectively, we carried out our 
annual committee effectiveness review as part of the Board Effectiveness 
Review. The Committee is reviewed by the members themselves as well as 
by the Board as a whole. Following the review, the Committee was found 
to be operating effectively. However, we concluded that the performance 
of the Committee could be enhanced by making improvements to the 
induction process for new Committee members and providing greater 
opportunity for members to bring items onto the Committee meeting 
agenda. An action plan has been put in place to address these matters.

What is the Committee planning to do in 2012?
For 2012, we will further improve our awareness of succession planning 
and have greater visibility of potential candidates for senior positions 
below the Executive Committee level. We will continue to review and 
monitor Board and Board Committee composition against our skills and 
experience requirements and our aspirational diversity targets and 
continue to consider potential candidates.

Marcus Agius
Chairman, Board Corporate Governance 
and Nominations Committee

1

3

5

Board Corporate Governance and Nominations Committee 

allocation of time

  2011 2010
1 Corporate governance matters 19 29

2 Board and committee 

composition 31 13

3 Succession planning and talent 30 34

4 Board effectiveness 16 17

5  Other 4 7

4
2

%
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Corporate governance report continued

Board Audit Committee Chairman’s Report

Accountability 
Sir Michael Rake, Chairman of the Board Audit Committee, gives his personal view of the Board Audit Committee’s activities during 2011.

Member Independent

Meetings
eligible to

attend
Meetings
attended

Sir Michael Rake (Chairman) I 12 12

Alison Carnwatha I 12 9

Fulvio Contia I 12 11

Simon Fraser I 12 12

Sir Andrew Likierman I 12 12

Secretary

Lawrence Dickinson

Key
OA on appointment
I  independent
a unable to attend certain meetings owing to prior commitments

Chairman’s overview of 2011
The Board Audit Committee has seen another extremely busy year, 
with its agenda shaped by both external and internal factors. Continuing 
economic uncertainty and, in particular, the situation in the Eurozone, 
influenced our areas of focus. Furthermore, the aftermath of the 2008 
financial crisis has seen our regulators adopt what they describe as a 
more intensive and intrusive approach to supervision, and this changing 
regulatory environment has shaped our discussions around internal 
controls, regulatory compliance and financial reporting. 

This year I have visited the Group’s operations in Spain and New York, 
attending meetings of the local subsidiary audit committees. I met 
regularly with the Chief Internal Auditor during 2011 and have been 
actively engaged in the recruitment of the new Chief Internal Auditor, 
who took up post in January 2012. I also regularly interact with the lead 
audit partner of our external auditors. I have this year met a number of 
times with representatives of our regulators in both the UK and the US 
to discuss our approach to internal controls, regulatory compliance and 
specific financial reporting matters, including a tri-lateral meeting with 
our UK regulator and our auditor. After each Committee meeting, 
I present a written report to the Board of the main issues that the 
Committee discussed and I am available should any Director wish 
to discuss any particular issues with me in more detail. 

There are some areas of potential overlap between the Committee’s 
remit and that of the Board Risk Committee, of which I am also a 
member. Via the Company Secretary, I have sought to ensure that those 
areas of overlap, such as the risks and controls associated with our 
capital and liquidity positions, are managed appropriately, with each 
Committee viewing the issues through its particular lens.

Who is on the Committee?
Membership of the Committee and attendance at meetings held in 2011 
are shown in the table. Sir Andrew Likierman and I are the designated 
financial experts on the Committee for the purposes of the US Sarbanes-
Oxley Act, although each member of the Committee has a depth of 
financial expertise and collectively, the Committee has considerable 
financial and financial services experience on which to draw. Having 
worked at KPMG throughout my career until 2007, I have significant 
experience of accounting and auditing issues from a UK and global 
perspective. Sir Andrew is currently Chairman of the National Audit Office 
and is also Dean of the London Business School, following a career at 
HM Treasury. Fulvio Conti has many years of financial and accounting 
experience and his knowledge and experience of the economic and 
political situation in the Eurozone has proved particularly valuable to our 
deliberations at both Committee and Board level. Alison Carnwath brings 
many years of experience of both the financial services sector and 
corporate finance from her career at Schroders. Simon Fraser has a 
background in financial services and, as a fund manager, brings insight 
and perspective as a user of financial statements. 

This year, I asked some members of the Committee to take on particular 
additional responsibilities. Simon Fraser has been engaged with 
management on the Group’s approach to Treating Customers Fairly. 
Sir Andrew Likierman has been more closely involved in monitoring the 
Group’s internal control framework, working with management to 
review control issues of Group level significance. 

The Committee members meet privately with me ahead of each 
Committee meeting, which gives me the opportunity to learn of and 
understand any particular issues that individual members may wish 
to raise during Committee meetings. 

What are our responsibilities?
In summary, the Committee’s role is to: 

 – monitor the integrity of the Group’s financial reporting and satisfy 
itself that any significant financial judgements made by management 
are sound; 

 – monitor the Group’s internal controls, including internal financial 
controls; and 

 – monitor and review the activities and performance of the internal 
and external auditor, including monitoring their independence 
and objectivity.

The Committee’s full Terms of Reference are available from the corporate 
governance section of our website.

How did we discharge our responsibilities in 2011?
We met 12 times in 2011 and the chart on page 42 shows how we 
allocated our time. Our meetings are attended by management, 
including the Chief Executive, Group Finance Director, Chief Internal 
Auditor, Chief Risk Officer, Group General Counsel and Head of 
Compliance. This year we have been particularly interested in interacting 
with senior management below the Board and Executive Committee 
level and meetings have been attended by the chief executives of the 
business units, along with representatives of the control functions at 
both Group and business unit level. 

The external auditor attends each meeting and the Committee also holds 
regular private sessions with the Chief Internal Auditor and the external 
auditor. These sessions, which are not attended by management, allow 
us to discuss any issues of emerging concern in more detail directly with 
the audit teams. 
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Board Audit Committee Chairman’s Report continued 

I describe below the key issues we considered during 2011:

Financial Reporting and Significant Financial Judgements
Given continuing global economic uncertainty and market concerns 
over the financial health of the sector, our role in monitoring significant 
financial reporting issues is key in ensuring that trust in the financial 
services sector and Barclays is maintained. We seek support from the 
external auditor to assess whether suitable accounting policies have 
been adopted and whether management has made appropriate 
estimates and judgements. The main issues we reviewed in 2011 are set 
out below:
 – We regularly reviewed the Group’s investment in BlackRock, Inc.  

and whether it should be impaired. Key in our decision-making was 
whether the diminution in value could be considered to be significant 
or prolonged. We closely monitored the BlackRock, Inc. share price 
throughout the year and agreed with management's conclusion at 
the time of our third quarter interim management statement that the 
decline in value was such that the investment should be impaired. 
The impairment has been recognised in the full year results for 2011. 

 – We monitored the goodwill held for our business in Spain throughout 
2011. We agreed with management’s assessment that the goodwill 
associated with our business in Spain should be written off during the 
fourth quarter. 

 – The credit impairment charge during 2011 was significantly better than 
prior year across each of the businesses. We examined the impairment 
charge carefully to satisfy ourselves that this was appropriate.

 – Management decided in late 2010 that it no longer intended to hold 
the Protium loan for the long term given its low return on regulatory 
capital. Consequently, and as part of finalising the year-end 2010 
results, we agreed with management’s recommendation that the value 
of the loan should be reduced to the fair value of the underlying assets. 
This resulted in an impairment charge for the year ended 31 December 
2010. During the second quarter of 2011, management decided to 
restructure the loan and the proposal to purchase the outstanding 
financial interest in Protium in order to facilitate earlier repayment of 
the loan was agreed by Board Finance Committee (a specifically 
authorised sub-committee of the Board). This resulted in Barclays 
controlling Protium’s operating and financial policies and consolidating 
Protium. The Committee agreed with the accounting treatment.

 – Given the continuing economic and political uncertainty in the 
Eurozone, we reviewed both our exposures to the selected Eurozone 
countries of Ireland, Italy, Portugal, Spain and Greece and the form of 
our disclosure of these exposures in our financial reporting during 
2011. Our exposures have been reduced during 2011.

 – We considered the impact of own credit and other one-off items that 
could be treated as adjusting items to the adjusted Profit Before Tax 
measure and worked with management to ensure that equal 
prominence was given to both the statutory and adjusted results.

 – As part of reviewing the results for 2011, we considered the 
recognition and valuation of deferred tax assets in the US and Spain 
and agreed with management’s judgement that the deferred tax 
assets were appropriately supported by the forecasted profit.  
We also considered the appropriateness of tax risk provisions made.

 – We also reviewed the appropriateness of the judgements made 
by management in valuing certain portfolios and asset classes and 
were satisfied that these judgements were appropriate.

 – Following the dismissal in May 2011 of judicial review proceedings 
brought by the British Bankers' Association in relation to the 
assessment and redress of Payment Protection Insurance (PPI) claims, 
we reviewed management’s assumptions in arriving at a provision of 

£1bn against future redress and administration of PPI claims.  
We were content that the provision was adequate, although it will  
be considered further against actual claims experience. 

 – We reviewed the year-end and half–year disclosures in respect of legal 
proceedings and competition and regulatory matters, particularly in 
the light of developments in the Lehman litigation.

Internal control
Our role is to review the effectiveness of the Group’s internal controls, 
which is of particular resonance at a time when the business is subject to 
significant change. We do this by receiving specific control environment 
reviews from each of the businesses, by reviewing reports on control 
issues of Group level significance, by looking in detail at specific control 
issues and by receiving regular reports on regulatory compliance matters. 
Specific issues we considered in 2011 are described below:

 – We undertook control environment reviews of Barclaycard, Barclays 
Africa, Barclays Capital, Europe Retail and Business Banking, Absa, 
Barclays Corporate and Barclays Wealth. We reviewed carefully the 
control environment in Barclays Capital given the pressures on the 
business from both market conditions and heightened regulatory 
scrutiny. We particularly wanted to ensure that the control 
environment is robust and well-documented and that control 
functions are adequately resourced. Specific areas of focus for the 
Committee have been the trading and valuation models used by 
Barclays Capital, and the governance that provides assurance around 
them. Furthermore, following the report of unauthorised trading at 
UBS, we received a report on a review of the controls in place at 
Barclays Capital to ensure that they are designed effectively to prevent 
the occurrence of a similar incident.

 – We continued to monitor the controls and governance around 
technology, in particular, the progress of a programme implemented 
to put in place specific control enhancements that had been identified. 
We also received a report on cyber security and the steps the Group 
has taken to mitigate the risk of cyber attacks. 

 – We reviewed the programme that has been put in place to ensure that 
the Group complies with the UK Bribery Act, which came into force in 
July 2011. 

 – During the year we tracked the actions that had been agreed to 
ensure compliance with the Deferred Prosecution Agreements entered 
into as part of the settlement reached with US authorities following an 
investigation into the Group’s compliance with US sanctions and US 
dollar payment practices. This included reviewing whether the actions 
are on track and monitoring the resources allocated to ensuring that 
the programme is delivered. 

 – The FSA imposed a fine on Barclays Capital in January 2011 for 
breaches of client asset segregation rules. We regularly reviewed the 
remediation programme that was put in place to enhance the Group’s 
processes and minimise the risk of reoccurrence. 

 – Following a fine for failures associated with the sales of two investment 
funds, we reviewed the outputs of an independent third party review 
and the progress of actions taken to review similar products.

 – We received regular reports on the arrangements that the Group has 
in place to enable employees to raise concerns and were updated on 
action being taken to address any specific matters. 

You can find further details of the Group’s system of internal control and 
risk management, including the main features of our internal control and 
risk management systems in relation to the financial reporting process, 
in the Directors’ Report on page 48 and in the Risk Management section 
on pages 67 to 158.
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Corporate governance report continued

Board Audit Committee Chairman’s Report continued

to uphold its independence and objectivity. To assess the performance  
and effectiveness of the auditor, we carry out an annual assessment by 
seeking views on PwC’s performance from key stakeholders across the 
Group. The results of this assessment are reported to the Committee 
each year and help inform the Committee’s discussion on whether the 
auditor should be recommended for re-appointment. This includes 
considering whether the audit should be tendered.

Following the assessment process described above, the Committee is 
fully satisfied with the performance of PwC and has recommended to 
the Board and to shareholders that PwC should be re-appointed as the 
Group’s auditors at the AGM on 27 April 2012. PwC has signified its 
willingness to continue in office.

Effectiveness
The performance of the Committee is reviewed each year as part of the 
Board Effectiveness Review, both by the Committee itself and by the 
Board as a whole. This year’s review concluded that the Committee 
continues to operate effectively. Areas where we could enhance our 
performance include ensuring that the form and content of information 
presented to the Committee is appropriate given the Committee’s busy 
agenda and we have put together an action plan to address the findings. 

Looking ahead to 2012
For 2012, the Committee’s areas of focus will continue to be influenced 
by the impact of the difficult economic environment and the changing 
regulatory environment. In addition to ensuring we examine the impact 
of external factors, we will be seeking to ensure that a strong governance 
and control environment is maintained while the business undergoes a 
period of internal reorganisation as it integrates the operations of Absa 
and Barclays in Africa and seeks to deliver cost efficiencies and 
operational excellence across the Group.

Sir Michael Rake
Chairman, Board Audit Committee

1 2

34
5

6

Board Audit Committee allocation of time

  2011 2010
1 Control issues 4 8

2 Financial results 42 41

3 Internal audit matters 6 8

4 External audit matters 6 5

5  Business control environment 23 23

6  Other (including Governance 

and Compliance) 19 15

%

Objectivity and independence of the external auditor
One of our key responsibilities is to monitor and review the objectivity 
and independence of our external auditor. This includes having in 
place a policy to govern the non-audit services that may be provided 
by the external auditor, which sets out the circumstances in which the 
external auditor may be permitted to undertake non-audit services. 
Allowable services are pre-approved up to £100,000, or £25,000 in 
the case of certain taxation services. Any non-audit service that 
exceeds these thresholds requires approval from me as Chairman of 
the Committee and must be robustly justified and, if appropriate, 
tendered, before it is approved. I closely review all requests for 
approval, particularly any which concern taxation-related services, and 
specifically tax advisory services, where our approach is not to use the 
auditor unless there is a very strong case for not seeking an alternative 
supplier. The Committee receives a quarterly report on non-audit 
services undertaken by the auditor so that it can monitor the types 
of services being provided and the fees incurred. 

A breakdown of the fees paid to the auditor for non-audit work may 
be found in note 8 on page 212. Significant categories of engagement 
undertaken in 2011 include regulatory audit work, where the work was 
requested by our regulators in the UK and in South Africa and the use 
of the auditor was agreed with them, and tax compliance services 
in connection with our expatriate and international assignees, where 
we have agreed to use an alternative supplier from 2011 onwards for 
new assignments. 

Further details of the non-audit services that are prohibited and 
allowed under our policy can be found on our website. 

Oversight of Internal Audit and External Audit
Internal Audit
We are responsible for monitoring the effectiveness of the internal audit 
function and ensuring it is adequately resourced and focused on the 
right issues. We also review and approve the annual Internal Audit plan. 

During 2011, we received regular reports from Internal Audit, which set 
out the Internal Audit function’s view of the control environment and 
performance against any key indicators. Of particular focus was the need 
to ensure that there is timely remediation of any audit findings. We also 
specifically reviewed the resources available to the Internal Audit function 
and any adjustments to be made to the Internal Audit plan, including 
changes to methodology.

Internal Audit’s self-assessment of conformance, which we reviewed  
in the fourth quarter of 2011, evidenced that the function generally 
conforms to the standards set by the Institute of Internal Auditors.

External Audit
It is our responsibility to monitor the performance, objectivity and 
independence of the external auditor and recommend to the Board the 
appointment of the external auditor. We also agree the audit plan with 
the external auditor to ensure that the areas of focus are appropriate. 

PricewaterhouseCoopers (PwC) has been our auditor for many years, 
although the lead audit partner is rotated every five years. The current 
lead audit partner joined the audit team for the 2010 year end and will 
retire after the 2014 year end. The appointment of PwC as auditor is 
subject to shareholder approval each year at the AGM, giving 
shareholders the opportunity to accept or reject the Board’s 
recommendation that they be reappointed. In terms of auditor 
independence and objectivity, we have a policy that governs non-audit 
services provided by the auditor, which is described above. PwC also 
provides specific assurance to us on the arrangements it has in place  
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Board Risk Committee Chairman’s report

Member Independent

Meetings
eligible to

attend
Meetings
attended

David Booth (Chairman) I 9 9

Reuben Jefferya I 9 8

Sir Andrew Likiermana I 9 8

Dambisa Moyoa I 9 7

Sir Michael Rakea I 9 7

Secretary

Lawrence Dickinson

Key
OA on appointment
I  independent
a unable to attend certain meetings either because of illness or prior commitments

Chairman’s overview of 2011
2011 has seen some particular challenges for the Committee in its 
oversight of risk management. Global economic conditions have 
continued to be difficult. Concerns over the economic prospects for the 
Eurozone, specific countries within it and the possibility of a break up, 
have greatly influenced our agenda. The regulatory environment has  
also evolved, as our regulators continue to seek assurance as to the 
robustness of risk management and the financial viability of financial 
institutions in a stressed environment. 

Understanding, monitoring and mitigating risk is a fundamental task 
for any board. We play a critical role in setting the tone and culture 
that promotes the achievement of effective risk management across 
the Group. It is important to differentiate, however, between those risks 
that a company actively seeks to take and manage in order to generate 
income – for Barclays, credit, market and funding risk – and those risks 
that it seeks to minimise in order to manage costs – what we know as 
operational risk. The Committee’s principal focus is on the former – those 
risks we take in order to generate income – although we also consider 
the latter. This year, as Chairman of the Committee, I have sought to 
refocus the Committee’s agenda on key strategic, forward looking risk 
issues. I have worked with the Chief Risk Officer and Company Secretary 
to ensure that the Committee’s time is used appropriately and that the 
right information is being provided to the Committee at the right time. 
I have continued to meet regularly with the Chief Risk Officer, and also 
with the Group Treasurer and Chief Internal Auditor, to discuss any 
emerging issues. This year I have also had a number of meetings with 
representatives of our regulators in the UK and the US to discuss our 
approach to risk management, and I expect this increased level of 
interaction to continue in the future. I present written reports to the 
Board of the main issues that the Committee discusses and any 
Director may contact me at any time to discuss any particular issues 
in more detail. 

Who is on the Committee?
Membership of the Committee and attendance at meetings held in  
2011 are shown in the table. Collectively the Committee has a depth of 
experience in finance and financial risk management. Both Reuben 
Jeffery and I have a background in investment banking, with careers at 
Goldman Sachs and Morgan Stanley respectively. Sir Michael Rake is the 
former Chairman of KPMG International and has a wealth of financial and 
business experience. Sir Andrew Likierman has held number of roles in 
the public financial services sector, including roles at HM Treasury and 
that of non-executive Director of the Bank of England. Dambisa Moyo is 
an international economist, who writes on the macroeconomy, having 
formerly worked at Goldman Sachs. 

What are our responsibilities?
The Committee’s role is to: 

 – recommend to the Board the total level of risk the Group is prepared 
to take (risk appetite) to achieve the generation of shareholder value;

 – monitor risk appetite, including setting limits for individual types of 
risk, e.g., credit, market and funding risk;

 – monitor the Group’s risk profile;

 – ensure that management properly identifies principal risks and that 
they are being appropriately managed;

 – ensure that risk is taken into account during the due diligence phase 
of any strategic transaction; and

 – provide input from a risk perspective into the deliberations of the 
Board Remuneration Committee.

The Committee’s full Terms of Reference are available from the 
corporate governance section of our website. More information on 
risk management and the internal control framework can be found in 
the Directors’ Report on page 48 and in the Risk Management section 
on pages 67 to 158.

How did we discharge our responsibilities in 2011?
We met 9 times in 2011 and the chart on page 44 shows how we 
allocated our time at our meetings. Our meetings are attended by 
management, including the Group Finance Director, Chief Internal 
Auditor, Chief Risk Officer and Group General Counsel. The external 
auditor also attends each meeting. This year meetings have also been 
attended by senior management below Board and Executive Committee 
level, including representatives of the risk management function at both 
Group and business unit level. We have been especially interested in 
hearing from those who are responsible at an operational level for 
implementing risk management in the Group. 

I describe below how the Committee discharged its responsibilities 
during 2011:

Risk Profile/Risk Appetite
Our role is to recommend risk appetite to the Board and then to monitor 
performance against appetite and the Group’s overall risk profile. The 
main issues we reviewed in 2011 were:

 – We received quarterly Group Risk Profile Reports, which provide an 
update on credit and market risk performance in our main businesses 
and across our key geographies of the UK, US, Spain and South Africa. 
The focus of our discussions was on the potential impact of 
macroeconomic factors, particularly the Eurozone crisis and any 
impact arising from austerity measures being taken by governments 
around the world. In late 2011, this report was extended to cover 
Operational Risk in more detail, in line with the changes made to the 
Group’s Principal Risks Policy, which I describe below.

David Booth, Chairman of the Board Risk Committee, gives you his insight into the work of that Committee in 2011.
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Corporate governance report continued

Board Risk Committee Chairman’s report continued

 – We received quarterly updates on capital and liquidity from the Group 
Treasurer, including an assessment of performance against liquidity 
risk appetite and an assessment of the Group’s liquidity profile, 
to satisfy ourselves that sufficient liquidity is held to cover both 
market-wide and Barclays specific stress scenarios. The Eurozone 
crisis gave rise to difficult conditions in the money markets and we 
discussed and received regular written updates on counterparty and 
liquidity risk in the third and fourth quarters of 2011.

 – We discussed and agreed scenarios for our internal stress testing 
exercises and reviewed the results. As part of planning for the stress 
tests, the Committee specifically requested that a single European 
peripheral sovereign default be modelled given prevailing conditions 
in the Eurozone. The stress testing exercises evidenced that the 
Group remains profitable and well-capitalised above required 
minimum levels. We also reviewed the results of the stress testing 
exercises required by the European Banking Authority (EBA), which 
were published in July 2011. The results of these EBA stress tests 
showed that Barclays remains capitalised above the required 
regulatory targets for Core Tier 1 capital.

 – We reviewed the Group’s economic capital framework, including 
the governance around the models used, methodology changes 
introduced in 2011 and how the framework is used to assist risk 
management across the Group.

 – In late 2011, we reviewed the proposed risk appetite for 2012. The risk 
appetite process again assessed the Group’s performance in a 1 in 7 
and 1 in 25 scenario and reviewed the performance of agreed 
parameters in such scenarios to identify any potential constraints. 
While we were content to recommend risk appetite to the Board, 
current economic conditions mean that there is a greater likelihood 
of event risk and we will keep performance against risk appetite 
under very close review in 2012. 

Key Risk Issues
Key risk issues are those that have been proposed by management for 
review by the Committee in detail, so that we can assess the current and 
potential future impact and ensure that any risks are being managed 
appropriately. These in-depth reviews have this year been driven largely 
by the changing economic and regulatory environment. Some of the 
specific issues we considered in 2011 were:
 – Given the ongoing difficulties in the Eurozone, we undertook two 

specific country risk reviews in 2011, choosing Portugal and Italy. 
These reviews took a holistic approach to Barclays business in those 
countries, focusing on both macro risks and specific business risks, 
and an assessment of any potential issues those businesses might 
face in a stressed environment. We were particularly keen to ensure 
that any lessons learned from these reviews are embedded Group-
wide. We also received a presentation on the implications of a 
break-up of the Eurozone and the actions available to mitigate the 
impact on the Group.

 – We undertook a review of our funding and liquidity risk management 
framework, particularly given the disruption in the wholesale money 
markets during the year. 

 – We received a report on the review of risk management controls that 
took place following the announcement of unauthorised trading at 
UBS to ensure that any lessons learned could be captured.

 – We reviewed measures that are being taken in Barclays Capital to 
enhance risk management and to further develop the vision for risk 
in that business.

 – Given US government austerity measures, we reviewed the Group’s 
US Municipal bond business and the scope and extent of our 
exposures.

 – We also reviewed pension risk, in view of the triennial valuation of the 
pension scheme, and tax risk management, where we considered the 
Group’s own tax risk and the risk it takes on behalf of clients. 

Internal Control and Risk Management Framework
We annually review the internal control and risk management framework 
to ensure it remains fit for purpose. This year we reviewed and agreed 
proposals to update the Group’s Internal Control and Assurance 
Framework (GICAF) and agreed updates to the Group’s Principal Risks 
Policy, to define four principal risks: Credit, Market, Funding and 
Operational Risk. More details on the GICAF and the Principal Risks Policy 
can be found in the Directors’ Report on page 48 and in the Risk 
Management section on pages 67 to 158. 

Remuneration
We again provided input to the Board Remuneration Committee on  
the risk metrics to be used to determine financial performance and we 
reviewed the risk perspective on performance, which was used to inform 
remuneration decisions for 2011.

Effectiveness
As part of the annual Board Effectiveness Review, the performance of 
the Committee is assessed by the Committee itself and by the Board  
as a whole. This year’s review concluded that the Committee continues 
to operate effectively. Areas where we could enhance our performance 
include continuing to ensure that information flows to the Committee 
are appropriate and timely, given the changing environment. 

Looking ahead to 2012
For 2012, global macroeconomic factors will continue to shape the 
Committee’s agenda. We will continue to closely monitor our risk profile 
and performance against risk appetite, with a particular focus on capital 
and liquidity. We will also continue to monitor carefully our Eurozone 
exposures.

David Booth
Chairman, Board Risk Committee

1

2

3

4
5

Board Risk Committee allocation of time

   2011 2010
1 Risk profile/Risk appetite 

(including capital and 

liquidity management) 45 51

2 Key risk issues 38 24

3 Internal control/Risk polices 6 2

4 Regulatory frameworks 4 4

5  Other (including Remuneration 

and Governance issues) 7 19

%
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Remuneration
Alison Carnwath, who became Chairman of the Remuneration Committee 
in 2011, reports on the Board Remuneration Committee’s activities during 
2011 in the Remuneration Report, which may be found on pages 54 to 65.

Relations with Shareholders
How do we ensure that we understand the views of our shareholders?
As Group Chairman, I am responsible for ensuring that there is effective 
communication with shareholders. I am in regular contact with institutional 
shareholders and, in particular, I met with institutional shareholders ahead 
of the 2011AGM and reported back to the Board on any significant issues 
that were raised. The Chief Executive, Group Finance Director and Senior 
Independent Director also had regular contact with shareholders and the 
Chairman of the Board Remuneration Committee met with key 
shareholders to discuss the Group’s remuneration structure and policy.  
In addition, all Directors had the opportunity to attend an investor  
seminar, which was held in June 2011. 

During 2011, the Board received an update on the Group’s Investor 
Relations strategy, which included an update on key market issues raised 
by our owners, investor relations objectives and activities, share price 
performance and the share register profile. We also received the results  
of an investor audit carried out by one of our advisers, which provided an 
insight into market issues and institutional perceptions of our strategy, 
management and key issues. In late 2011, the Board also held a session  
on bank sector valuations, gaining an insight into how the market values 
banks and the factors influencing the market’s valuation.

How do we engage effectively with our shareholders?
We understand the need to be transparent in our dialogue and 
communications with our shareholders. We are supportive of the UK 
Stewardship Code’s aims of improving dialogue between investors and 
companies and strive to facilitate meaningful engagement with our 
shareholders. Our interaction with our shareholders falls into three main 
areas: institutional shareholders, private shareholders and the AGM.
General shareholder information can be found on our website,  
www.barclays.com/investorrelations.

Institutional Shareholders
We have an active and dedicated investor relations team that manages  
a planned and comprehensive investor relations programme, which 
facilitates regular access for investors and buy-side and sell-side analysts 
to senior management, so that they can interact directly on key topics. 
Overall in 2011, over 400 separate meetings took place between 
management and investors, at venues in London, Scotland, USA, Canada, 
France, Germany, Spain, Ireland, Italy, Scandinavia, Switzerland, the 
Netherlands, the Middle East, Japan and China, reflecting the international 
nature of our investor register. Senior management from across the 
business also hosted investor and analyst meetings during 2011 including 
our quarterly reporting presentations and an investor seminar in June 
2011. In addition to direct meetings, Barclays also participates in investor 
conferences intended to provide wider access to investors and analysts 
and took part in 17 such conferences in 2011. Our website also provides 
information for our debt investors, including information on our credit 
ratings, capital ratios, senior and subordinated debt securities, and 
securitisation and covered bond transactions.

Private Shareholders
As we have a large private shareholder base, it is impractical  
to communicate with our private shareholders using the same  
direct engagement model we follow for our institutional shareholders. 
Nevertheless, as we understand the need to treat all shareholders  
fairly, we follow industry best practice in terms of disclosure. To this end, 
we ensure that all documents produced for investor events are also 
provided on the investor relations section of our website. A wide range  
of information for all our shareholders can also be found on the site.  
We also maintain a specific shareholder enquiry line with our registrars  

for private shareholders to request information. To ensure our registrars 
continue to provide the highest quality of service to our shareholders, we 
regularly monitor their operational performance via monthly meetings. 

We believe that communicating electronically with our shareholders  
is beneficial for the environment and lowers costs for the Group.  
We therefore actively encourage private shareholders to use our e-view 
service to receive their shareholder documents electronically and to get 
immediate access to information relating to their personal shareholding 
and dividend history. Shareholders can sign up to our e-view service at 
www.eviewsignup.co.uk/. Barclays e-view participants can also change 
their details and dividend mandates online and receive dividend tax 
vouchers electronically. We also encourage our private shareholders to 
hold their shares in Barclays Sharestore, where shares are held 
electronically in a cost-effective and secure environment. 

Private shareholders can discuss their concerns with us by email: 
privateshareholderrelations@barclays.com or in writing to Shareholder 
Relations at Barclays PLC, 1 Churchill Place, London E14 5HP.

AGM
The 2011 AGM was held on Wednesday 27 April 2011 at the Royal Festival 
Hall in London. In accordance with best practice, all resolutions were 
considered on a poll, which was conducted by our registrars and monitored 
by independent scrutineers. The results, along with proxy votes lodged prior 
to the meeting, were made available on our website the same day. 63% of 
the shares in issue were voted and all resolutions were approved. 

The Board as a whole is committed to the constructive use of the AGM  
to meet with shareholders, hear their views and to answer their questions. 
All Directors are required to attend the AGM and all Directors attended the 
2011 AGM, where the Chairmen of the Board Committees and I were 
available to answer shareholders’ questions. I look forward to meeting you 
at the 2012 AGM, which will be held on Friday 27 April 2012 at the Royal 
Festival Hall in London. The Notice of Meeting can be found in a separate 
document. The resolutions will be considered on a poll and the results will 
be announced via the Regulatory News Service (RNS) and made available 
on our website on the same day. Copies of the AGM speeches will also be 
released via RNS and posted on our website. Shareholders unable to attend 
the AGM are encouraged to vote in advance of the meeting via www.
barclays.com/investorrelations/vote. They may also submit questions to 
the Board by writing to Shareholder Relations at the address given above. 

Statements of Compliance 
UK Combined Code on Corporate Governance
As Barclays is listed on the London Stock Exchange, we comply with 
the UK Corporate Governance Code (the Code). For the year ended 
31 December 2011, we have complied with the relevant provisions set  
out in the Code and applied the principles of the Code as described in this 
report. Further information on the Code can be found at www.frc.org.uk.

Disclosure and Transparency Rules (DTR)
Certain additional information that is required to be disclosed pursuant 
to DTR7.2.6 may be found in the Directors’ Report on pages 46 to 49.

New York Stock Exchange
NYSE rules permit Barclays to follow UK corporate governance practices 
instead of those applied in the USA, provided that any significant 
variations are explained. This explanation will be contained in our Form 
20-F filing, which can be accessed from the Securities and Exchange 
Commission’s (SEC) EDGAR database or via our website.

Marcus Agius
Group Chairman
7 March 2012 
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Directors’ report

Principal Activities and Business Review
Barclays is a major global financial services provider engaged in retail 
banking, credit cards, corporate and investment banking and wealth 
management, with an extensive international presence. The Group operates 
through branches, offices and subsidiaries in the UK and overseas.

The Directors are required to set out in this report a fair review of the 
business of the Group during the financial year ended 31 December 2011 
and of the position of the Group at the end of the financial year and a 
description of the principal risks and uncertainties facing the Group 
(known as a Business Review). The purpose of the Business Review is to 
enable shareholders to assess how the Directors have performed their 
duties under section 172 of the Companies Act 2006 (to promote the 
success of the Company). The information that fulfils the requirements of 
the Business Review can be found in this report and the following sections 
of the Annual Report, which are incorporated into this report by reference:

Pages

Chief Executive’s review 06-07

Our strategy and business model 10-11

Finance Director’s Review 22-23

Financial review 160-191

Key performance indicators 20-21 and 160-163

Citizenship 18-19

Market and operating environment 08-09

People 53

Risk management 16-17

Risk factors 74-78

Divisional review 24-27

Other information that is relevant to the Directors’ Report, and which 
is incorporated by reference into this report, can be located as follows:

Pages

Likely future developments 04-11 and 24-27

Employee involvement 53

Policy concerning the employment of 
disabled persons 

53

Financial instruments 68-150, 220-223
 and 225-237

Remuneration policy, including details of the 
remuneration of each Director and Directors’ 
interests in shares

54-65

Corporate Governance Statement 32-45

Rights and obligations attaching to shares 276-279

Restrictions on the transfer of securities 276-279

Restrictions on voting rights 276-279

Profit and dividends
The profit for the financial year, after taxation, was £3,951m (2010: 
£4,549m). The final dividend for 2011 of 3.0p per share will be paid on 
16 March 2012 to shareholders whose names were on the Register of 
Members at the close of business on 24 February 2012. With the interim 
dividends totalling 3.0p per ordinary share, paid in June, September and 
December 2011, the total distribution for 2011 is 6p (2010: 5.5p) per 
ordinary share. The interim and final dividend for 2011 amounted to 
£728m (2010: £653m).

Board of Directors
The names of the current Directors of Barclays PLC, along with their 
biographical details, are set out on pages 50 to 52 and are incorporated 
into this report by reference. Sir Richard Broadbent left the Board with 
effect from 30 September 2011. There were no other changes to Directors 
in 2011.

Appointment and retirement of directors
The appointment and replacement of Directors is governed by the 
Company’s Articles of Association (the Articles), the UK Corporate 
Governance Code (the Code), the Companies Act 2006 and related 
legislation. The Articles may only be amended by a special resolution 
of the shareholders.

The Board has the power to appoint additional Directors or to fill a casual 
vacancy amongst the Directors. Under the Articles, any such Director 
holds office only until the next AGM and may offer himself/herself for 
re-election. The Articles also require that at each AGM at least one-third 
(rounded down) of the Directors retire by rotation. The retiring Directors 
are eligible to stand for re-election. The Code recommends that all 
Directors of FTSE 350 companies should be subject to annual re-election, 
however, and all Directors will stand for re-election at the 2012 AGM.

Directors’ indemnities
The Company maintains directors’ and officers’ liability insurance which 
gives appropriate cover for any legal action brought against its Directors. 
In addition, qualifying third party indemnity provisions (as defined by 
section 234 of the Companies Act 2006) were in force during the course 
of the financial year ended 31 December 2011 for the benefit of the then 
Directors and, at the date of this report, are in force for the benefit of the 
Directors in relation to certain losses and liabilities which they may incur 
(or have incurred) in connection with their duties, powers or office.

Creditor payment policy
Barclays policy follows the Department for Business, Innovation & Skills’ 
Prompt Payment Code, copies of which can be obtained from the Prompt 
Payment Code website at www.promptpaymentcode.org.uk. The trade 
creditor payment days for Barclays Bank PLC for 2011 were 33 days (2010: 
27 days). This is an arithmetical calculation based on the Companies Act 
regulations and does not necessarily reflect our practice, nor the 
experience of any individual creditor. 

Political donations
The Group did not give any money for political purposes in the UK or the 
rest of the EU nor did it make any political donations to political parties 
or other political organisations, or to any independent election candidates, 
or incur any political expenditure during the year. Absa Group Limited, in 
which the Group has a majority stake, made donations totalling £224,158 
in 2011 (2010: £123,295) in accordance with its policy of making political 
donations to the major South African political parties as part of their 
Democracy Support Programme. The Group made no other political 
donations in 2011.

Charitable donations
Barclays provides funding and support to over 8,000 charities and 
voluntary organisations, ranging from small, local charities, such as the 
Bromley by Bow Centre, supporting young people in East London with 
employability and job-readiness programmes, to international 
organisations such as Unicef. The Group committed £30.3m in support 
of the community in the UK (2010: 28.6m), including charitable donations 
of £22.6m (2010: 22.9m). Further information on our community 
involvement can be found on pages 18 to 19.
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Environment
In 2011 we launched the Barclays Climate Action Programme – a four-year 
plan which focuses on addressing environmental issues where we believe 
we have the greatest potential to make a difference. The Climate Action 
Programme focuses on managing our own carbon footprint and reducing 
our absolute carbon emissions; developing products and services to help 
enable the transition to a low-carbon economy; and managing the risks 
of climate change. We invest in improving the energy efficiency of our 
operations and offset the emissions remaining through the purchase of 
carbon credits. We also have a long-standing commitment to managing 
the environmental and social risks associated with lending and a 
governance structure is in place to facilitate clear dialogue across the 
business and with suppliers around issues of potential environmental and 
social risk. More details may be found on our website at www.barclays.
com/citizenship.

Essential contracts or arrangements
There are no persons with whom the Group has contractual or other 
arrangements that are considered essential to the business of the Group.

Contracts of significance
Barclays provided BlackRock, Inc. (BlackRock) with customary warranties 
and indemnities in connection with the sale of Barclays Global Investors 
(BGI) to BlackRock in 2009. Barclays will continue to provide support in 
respect of certain BGI cash funds until December 2013 and indemnities 
in respect of certain of BGI’s fully collateralised securities lending activities 
until November 2012.

Research and development
In the ordinary course of business the Group develops new products and 
services in each of its business units.

Share capital
Share capital structure
The Company has Ordinary Shares in issue. The Company’s Articles also 
allow for the issuance of Sterling, Dollar, Euro and Yen preference shares 
(preference shares). No preference shares have been issued as at 2 March 
2012 (the latest practicable date for inclusion in this report). Ordinary 
shares therefore represent 100% of the total issued share capital as at 
31 December 2011 and at 2 March 2012. Details of the movement in 
Ordinary Share capital during the year can be found on page 254. 

On 31 October 2008, Barclays PLC issued, in conjunction with a 
simultaneous issue of Reserve Capital Instruments issued by Barclays 
Bank PLC, warrants (the Warrants) to subscribe for up to 1,516.9 million 
new Ordinary Shares at a price of £1.97775. As at 31 December 2011 
there were unexercised Warrants to subscribe for 379.2 million Ordinary 
Shares. These Warrants may be exercised at any time up to close of 
business on 31 October 2013. 

Exercisability of rights under an employee share scheme
Employee Benefit Trusts (EBTs) operate in connection with certain of 
the Group’s Employee Share Plans (Plans). The trustees of the EBTs may 
exercise all rights attached to the shares in accordance with their fiduciary 
duties other than as specifically restricted in the relevant Plan governing 
documents. The trustees of the EBTs have informed the Company that 
their normal policy is to abstain from voting in respect of the Barclays 
shares held in trust. The trustees of the Global and UK Sharepurchase 
EBTs may vote in respect of Barclays shares held in the Sharepurchase EBT, 
but only as instructed in those Plans in respect of their Partnership shares 
and (when vested) Matching and Dividend shares. The trustees will not 
otherwise vote in respect of shares held in the Sharepurchase EBT.

Special rights
There are no persons holding securities that carry special rights with 
regard to the control of the Company.

Substantial shareholders
Substantial shareholders do not have different voting rights from those of 
other shareholders. Information provided to the Company by substantial 
shareholders pursuant to the Financial Services Authority’s (FSA) 
Disclosure and Transparency Rules (DTR) is published via a Regulatory 
Information Service and is available on the Company’s website. As at 31 
December 2011, the Company had been notified under Rule 5 of the DTR 
of the following holdings of voting rights in its shares:

Holder 

Number of 
Barclays 

Shares

% of total 
voting rights 
attaching to 
issued share 

capital
Number of 

Warrants

% of total 
voting rights 
attaching to 
issued share 

capital a

BlackRock, Inc.b 805,969,166 7.06 – –

Qatar Holding LLCc 827,411,735 6.79 379,218,809 1.62

Nexus Capital 
Investing Ltdd 851,584,564 6.98 – –

Legal & General 
Group plc 480,805,132 3.99 – –

Powers of the Directors to issue or buy back the Company’s shares
The powers of the Directors are determined by the Companies Act 2006 
and the Company’s Articles. The Directors are authorised to issue and allot 
shares, and to repurchase shares subject to annual shareholder approval 
at the AGM. Such authorities were granted by shareholders at the 2011 
AGM. It will be proposed at the 2012 AGM that the Directors be granted 
new authorities to allot and buy-back shares.

Repurchase of shares
The Company did not repurchase any of its Ordinary Shares during 
2011 (2010: none). As at 2 March 2012, the Company had an unexpired 
authority to repurchase Ordinary Shares up to a maximum of 
1,218,343,534 Ordinary Shares.

Change of control
If there is a change of control of Barclays PLC following a takeover bid, 
Barclays PLC must (so far as legally possible) use all reasonable endeavours 
to cause the corporation which then controls Barclays PLC to execute a 
deed poll providing that holders of the Warrants shall have the right (during 
the period in which the Warrants are exercisable) to exercise the Warrants 
into the class and amount of shares and other securities and property 
receivable upon such a takeover by the holders of the number of Ordinary 
Shares as would have been issued on exercise of the Warrants had such 
Warrants been exercised immediately prior to the completion of such 
takeover. The Warrants contain provisions for the adjustment of the gross 
number of ordinary shares in the event of the occurrence of certain dilutive 
events including, amongst others, extraordinary dividends, bonus issues, 
alterations to the nominal value of Ordinary Shares and rights issues.

There are no other significant agreements to which the Company is a 
party that are affected by a change of control of the Company following a 
takeover bid. There are no agreements between the Company and its 
Directors or employees providing for compensation for loss of office or 
employment that occurs because of a takeover bid.

Notes
a The percentages of voting rights detailed above have been calculated without including 

the new shares to be issued when the Warrants are exercised. This results in the 
percentage figures being artificially high.

b The number of Barclays shares includes 8,003,236 contracts for difference to which 
voting rights are attached.

c Total shown includes 13,447,183 options on ordinary shares.
d Total shown includes 93,146,946 cash-settled options referencing ordinary shares.
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Risk management and internal control
The Directors have responsibility for ensuring that management maintain 
an effective system of risk management and internal control and for 
reviewing its effectiveness. Such a system is designed to manage rather 
than eliminate the risk of failure to achieve business objectives and can 
only provide reasonable and not absolute assurance against material 
misstatement or loss. 

Barclays is committed to operating within a strong system of internal 
control that enables business to be transacted and risk taken without 
exposing itself to unacceptable potential losses or reputational damage. 
The Group Internal Control and Assurance Framework (GICAF) is the 
overarching framework that sets out Barclays approach to internal 
governance. It establishes the mechanisms and processes by which the 
Board directs the organisation, through setting the tone and expectations 
from the top, delegating its authority and monitoring compliance. 
The purpose of the GICAF is to identify and set minimum requirements 
in respect of the main risks to achieving the Group’s strategic objectives 
and to provide reasonable assurance that internal controls are effective. 
The key elements of the Group’s system of internal control, which is 
aligned to the recommendations of The Committee of Sponsoring 
Organizations of the Treadway Commission (COSO), are set out in the 
risk control frameworks relating to each of the Group’s Key Risks and in 
the Group operational risk framework. As well as incorporating our internal 
requirements, these reflect material Group-wide legal and regulatory 
requirements relating to internal control and assurance. The GICAF is 
reviewed and approved on behalf of the Chief Executive by the Group 
Governance and Control Committee at least annually. The Board Risk 
Committee also reviews the GICAF annually. 

Effectiveness of internal controls
The Directors review the effectiveness of the system of internal control 
semi-annually. An internal control compliance certification process is 
conducted throughout the Group in support of this review. Key 
controls are also assessed on a regular basis for both design and 
operating effectiveness. Issues arising out of business unit risk and 
control assessments are considered to identify pervasive themes. 
Where appropriate, issues affecting more than one business unit may 
be categorised as having Group level significance and are reported to 
the Board Audit Committee via the Group Governance and Control 
Committee. The Board Audit Committee monitors resolution of any 
identified control issues of Group level significance through to a 
satisfactory conclusion. In addition, regular reports are made to the 
Board Audit Committee by management, internal audit and the finance, 
compliance and legal functions covering in particular financial controls, 
compliance and operational controls.

Risk control framework
Processes are in place for identifying, evaluating and managing the 
significant risks facing the Group in accordance with the guidance 
‘Internal Control: Revised Guidance for Directors on the Combined Code’ 
published by the Financial Reporting Council (the Turnbull Guidance).  
The Board regularly reviews these processes through its principal Board 
Committees. During 2011, the Principal Risks Policy, a material component 
of the GICAF, was updated to ensure that governance of non-financial 
risks was expanded and aligned to the structures already in place for 
financial risks. Regular risk reports are made to the Board covering risks  
of Group significance including credit risk, market risk, funding risk, 
operational risk and legal risk. The Board Risk Committee receives reports 
covering the Principal Risks as well as reports on risk measurement 
methodologies and risk appetite. Further details of risk management 
procedures are given in the Risk Management section on pages 67 to 158.

Legal entity governance
During 2011, the Group developed an enhanced policy for the governance 
of subsidiary entities, increasing focus on, and ensuring senior 
management’s line of sight to, the legal entity structure of the Group.  
A framework of varying minimum standards has been introduced, with 
the most onerous requirements being placed on larger or more complex 
subsidiaries that are deemed to carry greater risk. Compliance with the 
enhanced policy is overseen by the Group's Legal Entity Review Committee.

Controls over financial reporting
A framework of disclosure controls and procedures is in place to support  
the approval of the Group’s financial statements. The Legal and Technical 
Review Committee is responsible for reviewing the Group’s financial reports 
and disclosures to ensure that they have been subject to adequate 
verification and comply with legal and technical requirements, and reports 
its conclusions to the Disclosure Committee. The Disclosure Committee, 
which is chaired by the Group Finance Director, considers the content, 
accuracy and tone of the disclosures, reporting its conclusions to the 
Group Executive Committee and the Board Audit Committee, both of 
which review its conclusions and provide further challenge. Finally, the 
Board reviews and approves results announcements and the Annual Report 
for publication and ensures that appropriate disclosures have been made. 
This governance process is in place to ensure both management and the 
Board are given sufficient opportunity to review and challenge the Group’s 
financial statements and other significant disclosures before they are 
made public. It also provides assurance for the Chief Executive and Group 
Finance Director when providing certifications as required under the 
Sarbanes-Oxley Act 2002 and recommended by the Turnbull Guidance. 

Throughout the year ended 31 December 2011, and to date, the Group 
has operated a system of risk management and internal control, which 
provides reasonable assurance of effective and efficient operations 
covering all controls, including financial and operational controls and 
compliance with laws and regulations.

Management’s report on internal control over financial reporting
Management is responsible for establishing and maintaining adequate 
internal control over financial reporting. Internal control over financial 
reporting is a process designed under the supervision of the principal 
executive and principal financial officers to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of 
financial statements for external reporting purposes in accordance with 
International Financial Reporting Standards (IFRS) as adopted by the 
European Union and the International Accounting Standards Board (IASB).

Internal control over financial reporting includes policies and procedures 
that pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect transactions and dispositions of assets; provide 
reasonable assurances that transactions are recorded as necessary to 
permit preparation of financial statements in accordance with IFRS and 
that receipts and expenditures are being made only in accordance with 
authorisations of management and the respective Directors; and provide 
reasonable assurance regarding prevention or timely detection of 
unauthorised acquisition, use or disposition of assets that could have a 
material effect on the financial statements. 

Internal control systems, no matter how well designed, have inherent 
limitations and may not prevent or detect misstatements. Also, projections 
of any evaluation of effectiveness to future periods are subject to the risk 
that internal controls may become inadequate because of changes in 
conditions, or that the degree of compliance with the policies or 
procedures may deteriorate.

Directors’ report continued
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Management has assessed the effectiveness of internal control over 
financial reporting as of 31 December 2011. In making its assessment, 
Management has utilised the criteria set forth by COSO. Management 
concluded that, based on its assessment, the internal control over financial 
reporting was effective as of 31 December 2011. Our independent 
registered public accounting firm has issued a report on the Group’s 
internal control over financial reporting, which is set out on page 196.

The system of internal financial and operational controls is also subject 
to regulatory oversight in the United Kingdom and overseas. Further 
information on supervision by the financial services regulators is provided 
under Supervision and Regulation in the Risk Management section on 
pages 154 to 158.

Changes in internal control over financial reporting
There have been no changes in the Group's internal control over financial 
reporting that occurred during the period covered by this report which 
have materially affected or are reasonably likely to materially affect the 
Group's internal control over financial reporting.

Going concern
The Group’s business activities and financial position; the factors likely 
to affect its future development and performance; and its objectives and 
policies in managing the financial risks to which it is exposed and its capital 
are discussed in the Business Review and Risk Management section.

The Directors have assessed, in the light of current and anticipated 
economic conditions, the Group’s ability to continue as a going concern. 
The Directors confirm they are satisfied that the Company and the Group 
have adequate resources to continue in business for the foreseeable 
future. For this reason, they continue to adopt the ‘going concern’ basis 
for preparing accounts.

Disclosure of information to auditor
Each Director confirms that, so far as he/she is aware, there is no relevant 
audit information of which the Company’s auditors are unaware and that 
each Director has taken all the steps that he/she ought to have taken as 
a Director to make himself/herself aware of any relevant audit information 
and to establish that the Company’s auditors are aware of that 
information.

Directors’ Responsibilities
The following statement, which should be read in conjunction with the 
Auditors’ report set out on page 195, is made with a view to distinguishing 
for shareholders the respective responsibilities of the Directors and of the 
auditors in relation to the accounts.

The Directors are required by the Companies Act 2006 to prepare 
accounts for each financial year and, with regards to Group accounts, 
in accordance with Article 4 of the IAS Regulation. The Directors have 
prepared individual accounts in accordance with IFRS as adopted by the 
European Union. The accounts are required by law and IFRS to present 
fairly the financial position of the Company and the Group and the 
performance for that period. The Companies Act 2006 provides, in relation 
to such accounts, that references to accounts giving a true and fair view 
are references to fair presentation.

The Directors consider that, in preparing the accounts on pages 197 to 
274, and the additional information contained on pages 79 to 158, the 
Group has used appropriate accounting policies, supported by reasonable 
judgements and estimates, and that all accounting standards which they 
consider to be applicable have been followed.

The Directors have responsibility for ensuring that the Company and the 
Group keep accounting records which disclose with reasonable accuracy 
the financial position of the Company and the Group and which enable 
them to ensure that the accounts comply with the Companies Act 2006.

The Directors have general responsibility for taking such steps as are 
reasonably open to them to safeguard the assets of the Group and to 
prevent and detect fraud and other irregularities.

The Directors confirm to the best of their knowledge that:

(a)  The financial statements, prepared in accordance with the applicable 
set of accounting standards, give a true and fair view of the assets, 
liabilities, financial position and profit or loss of Barclays PLC and the 
undertakings included in the consolidation taken as a whole; and

(b)  The management report, which is incorporated into the Directors’ 
Report on pages 46 to 49, includes a fair review of the development 
and performance of the business and the position of Barclays PLC and 
the undertakings included in the consolidation taken as a whole, 
together with a description of the principal risks and uncertainties that 
they face.

By order of the Board

Lawrence Dickinson 
Company Secretary 
7 March 2012

Barclays PLC
Registered in England, Company No. 48839
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Board of Directors

Marcus Agius, Group Chairmana (65)
Skills and experience: Marcus joined the Barclays Board in September 
2006 as a non-executive Director and was appointed Chairman on  
1 January 2007. Marcus has extensive city and commercial experience, 
having spent over 40 years in the banking sector, holding senior positions 
such as Chairman of Lazard in London and Deputy Chairman of Lazard 
LLC. Marcus also has a wealth of non-executive experience that includes 
a number of non-executive directorships and the chairmanship of  
BAA plc from 2001 until 2006.

Other principal external appointments: Chairman of the British Bankers’ 
Association since 2010; Senior Independent Director of the BBC since 
2006; Member of the Executive Committee of the IIEB; Business 
Ambassador for UK Trade and Investment; Member of the Advisory 
Council of TheCityUK; Member of the Takeover Panel; Chairman of the 
Trustees of the Royal Botanic Gardens, Kew; Chairman of The Foundation 
and Friends of the Royal Botanic Gardens, Kew.

Committee membership: Chairman of the Board Corporate Governance 
and Nominations Committee since January 2007; Member of the Board 
Remuneration Committee since January 2007; Chairman of the Board 
Citizenship Committee since August 2011.

Bob Diamond, Chief Executive; Executive Director (60)
Skills and experience: Bob became Chief Executive on 1 January 2011, 
having previously held the position of President of Barclays PLC and Chief 
Executive of Corporate & Investment Banking and Wealth Management, 
comprising Barclays Capital, Barclays Corporate and Barclays Wealth. Bob 
became an executive Director in June 2005 and has been a member of  
the Barclays Executive Committee since September 1997. Bob has a 
wealth of industry knowledge, with over 30 years of experience in the 
banking industry. Before joining Barclays, Bob was Vice Chairman and Head 
of Global Fixed Income and Foreign Exchange at CS First Boston, where he 
was also a member of the Executive Board and Operating Committee. 
Prior to this, Bob worked at Morgan Stanley International as Managing 
Director and Head of Fixed Income Trading, spending 13 years with the firm. 

Other principal external appointments: Non-executive Director of 
BlackRock, Inc.; Chairman, Board of Trustees of Colby College, Waterville, 
Maine; Chairman, Old Vic Productions, Plc; Trustee, The Mayor’s Fund 
for London; Member of the Advisory Board, Judge Business School at 
Cambridge University; Member of International Advisory Board, British-
American Business Council; Life Member of The Council on Foreign 
Relations; Member of The International Advisory Board, The Atlantic 
Council; Director, Imperial War Museum Foundation. 

David Booth, Non-executive Directorb (57)
Skills and experience: David joined the Board in May 2007 as a non-
executive Director. David has extensive banking industry knowledge and 
experience, having previously been employed by Morgan Stanley from 
1982 to 1992, and again from 1995 to 1997. David held various key 
positions within the company, including Head of Government Bond 
Trading, Head of Mortgage Trading, Sales and Finance and Head of Global 
Operations and Technology. Having retired from the Management 
Committee of Morgan Stanley in 1997, David now manages his own 
venture capital investments. 

Other principal external appointments: Director of East Ferry 
Investors, Inc.

Committee membership: Chairman of the Board Risk Committee since 
January 2010 (member since January 2008); Member of Board Corporate 
Governance and Nominations Committee since January 2010.

Alison Carnwath, Non-executive Directorb (59)
Skills and experience: Alison joined the Board on 1 August 2010 as a 
non-executive Director. Alison has extensive experience of the banking 
industry, having worked in corporate finance and investment banking for 
20 years from 1980 to 2000 before pursuing a portfolio career. Alison also 
has significant board experience, having held a number of non-executive 
directorships and the chairmanship of a listed company. During her career, 
Alison was a senior partner of Phoenix Securities and Managing Director, 
New York at Donaldson, Lufkin & Jenrette. Alison was also a director of  
J. Henry Schroder Wagg & Co, where she worked for 10 years. 

Other principal external appointments: Non-executive Chairman of Land 
Securities Group PLC since November 2008; Non-executive Director of 
Malachite Advisors Limited; Non-executive Director of Man Group plc; 
Independent Director of Paccar Inc; Senior Advisor at Evercore Partners LLP. 

Committee membership: Member of the Board Audit Committee since 
October 2010; Chairman of the Board Remuneration Committee since July 
2011 (member since October 2010); Member of the Board Corporate 
Governance and Nominations Committee since July 2011.

Fulvio Conti, Non-executive Directorb (64)
Skills and experience: Fulvio joined the Board in April 2006 as a 
non-executive Director. Fulvio has significant financial and business 
experience from a career spanning over 35 years, and has been CEO 
of Enel SpA, the Italian energy company, since 2005. During his career, 
Fulvio has held the role of Chief Financial Officer for various private and 
government owned entities in Italy, and was in charge of finance at 
Montedison-Compart, and head of the accounting, finance, and control 
department of Montecatini. He has also held positions in finance and 
operations in various affiliates of Mobil Oil Corporation in Italy and Europe. 

Other principal external appointments: Director of ENDESA SA since 
June 2009; Director of AON Corporation since January 2008; Director of 
Italian Institute of Technology since October 2011; President of Eurelectric 
since June 2011. 

Committee membership: Member of the Board Audit Committee since 
September 2006.

Notes
a Independent on appointment.
b Independent non-executive Director.
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Simon Fraser, Non-executive Directorb (52)
Skills and experience: Simon joined the Board in March 2009 as a 
non-executive Director. Simon has extensive experience of the fund 
management industry, having started his career at Fidelity International 
where he spent 27 years. During this time, Simon was President of the 
Investment Solutions Group and President of the Retirement Institute. 
Simon held a number of other positions during his time at Fidelity 
International, including President, European & UK Institutional Business, 
Global Chief Investment Officer, Chief Investment Officer for Asia Pacific 
and Chief Investment Officer of the European Investment Group. 

Other principal external appointments: Director of Fidelity European 
Values PLC since July 2002; Director of Fidelity Japanese Values PLC 
since May 2000; Chairman of The Merchants Trust PLC since May 2010; 
Chairman of Foreign & Colonial Investment Trust PLC since May 2010; 
Non-executive Director of Ashmore Group Plc since February 2012.

Committee membership: Member of the Board Audit Committee 
since May 2009; Member of the Board Remuneration Committee since 
May 2009.

Reuben Jeffery III, Non-executive Directorb (58)
Skills and experience: Reuben joined the Board in July 2009 as a 
non-executive Director. Having held high profile roles in both the public 
and private financial services sectors, Reuben has been CEO of Rockefeller 
& Co., Inc. since 2010 and has a broad range of banking and government 
experience. Reuben is a Senior Adviser at the Center for Strategic & 
International Studies in Washington, D.C., having previously served in the 
US government as Under Secretary of State for Economic, Energy and 
Agricultural Affairs (2007- 2009). Prior to this, Reuben was the Chairman 
of the Commodity Futures Trading Commission. Reuben has a strong 
investment banking background, having spent eighteen years at Goldman, 
Sachs & Co. between 1983-2001 where he was managing partner of 
Goldman Sachs in Paris and led the firm’s European Financial Institutions 
Group in London. Prior to joining Goldman Sachs, Reuben was a lawyer 
with the New York firm of Davis Polk & Wardwell. 

Other principal external appointments: Member of the Advisory Board 
of the International Advisory Council of the China Securities Regulatory 
Commission; Member of the Advisory Board of TASC Inc.; Member of the 
Advisory Board of TowerBrook Capital Partners LP. 

Committee membership: Member of the Board Risk Committee since 
January 2010. 

Chris Lucas, Group Finance Director; Executive Director (51)
Skills and experience: Chris was appointed Group Finance Director and 
became a member of the Executive Committee in April 2007. Chris is 
responsible for a number of Group functions including Finance, Investor 
Relations, Treasury, Tax, Corporate Development and Corporate 
Secretariat. Chris joined Barclays from PricewaterhouseCoopers LLP, where 
he was UK Head of Financial Services and Global Head of Banking and 
Capital Markets. Chris has an extensive finance and accounting 
background, having spent most of his career working across financial 
services, including three years in New York as Head of the US Banking 
Audit Practice of PricewaterhouseCoopers LLP. He was Global Relationship 
Partner for Barclays for the 1999–2004 financial years and subsequently 
held similar roles for other global financial services organisations. 

Other principal external appointments: none held

Sir Andrew Likierman, Non-executive Directorb (68)
Skills and experience: Sir Andrew joined the Board in September 2004  
as a non-executive Director. Sir Andrew has wide ranging experience 
within both public and private sectors and academia. He is currently Dean 
of the London Business School and Chairman of the National Audit Office. 
Sir Andrew has held a number of high-profile roles, including 10 years 
spent as Managing Director, Financial Management, Reporting and Audit 
and Head of the Government Accountancy Service at HM Treasury. Sir 
Andrew also has a wealth of non-executive experience that includes 
serving as a non-executive Director of the Bank of England. In his 
professional capacity, Andrew has held the presidency of the Chartered 
Institute of Management Accountants, served as a member of the 
Financial Reporting Council for several years and was a member of the 
“Cadbury Committee” on UK Corporate Governance. 

Other principal external appointments: Trustee of the Institute for 
Government since September 2008; Chairman of Applied Intellectual 
Capital Inc. (2006-2008); Non-executive Director of the Bank of England 
(2004-2008); Non-executive Director and Vice-Chairman of the Tavistock 
and Portman NHS Trust (2004-2008).

Committee membership: Member of the Board Audit Committee 
since September 2004; Member of the Board Risk Committee since 
September 2004.

Note
b Independent non-executive Director. 
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Board of Directors continued

Dambisa Moyo, Non-executive Directorb (43)
Skills and experience: Dambisa joined the Board on 1 May 2010 as  
a non-executive Director. Dambisa is an international economist and 
commentator on the global economy, with a background in financial 
services. Dambisa worked for the World Bank from 1993 to 1995. After 
completing a PhD in Economics, she worked for Goldman Sachs for eight 
years until November 2008 in the debt capital markets, hedge funds 
coverage and global macroeconomics teams. 

Other principal external appointments: Non-executive Director of 
SABMiller PLC since June 2009; Non-executive Director of Lundin 
Petroleum AB (publ) since May 2009; Non-executive Director of Barrick 
Gold Corporation since April 2011.

Committee membership: Member of the Board Risk Committee 
since October 2010; Member of the Board Citizenship Committee 
since August 2011.

Sir Michael Rake, Senior Independent Directorb (64)
Skills and experience: Sir Michael joined the Board in January 2008 as a 
non-executive Director, and was appointed Senior Independent Director in 
October 2011. Sir Michael has significant non-executive experience, both 
as a chairman and board member of listed companies. With over 30 years 
spent with KPMG, Sir Michael has substantial financial and business 
experience gained in Continental Europe and the Middle East. He was 
Senior Partner of the UK firm from 1998-2000 and Chairman of KPMG 
International from 2002-2007. 

Other principal external appointments: Chairman of BT Group plc since 
2007; Chairman of easyJet Plc since January 2010 (Deputy Chairman June 
2009 – December 2009); Director of the Financial Reporting Council 
(2007-2011); Director of the McGraw-Hill Companies since 2007; 
Chairman of the UK Commission for Employment and Skills (2007-2010); 
Chairman of Business in the Community (2004-2007).

Committee membership: Chairman of the Board Audit Committee since 
March 2009 (member since January 2008); Member of the Board Risk 
Committee since May 2009; Member of Board Corporate Governance 
and Nominations Committee since May 2009. 

Sir John Sunderland, Non-executive Directorb (66)
Skills and experience: Sir John joined the Board in June 2005 as a 
non-executive Director. Sir John has extensive business experience and 
knowledge, having spent forty years with Cadbury Schweppes PLC, where 
he became Chief Executive in 1996 and subsequently Chairman in 2003. 
Sir John has significant experience as a Director of UK listed companies, 
and has also held a number of presidencies of trade and professional 
bodies, including the Confederation of British Industry and the Chartered 
Management Institute. 

Other principal external appointments: Chairman of Merlin 
Entertainments Limited since December 2009; Director of the Financial 
Reporting Council until 2011; Adviser to CVC Capital Partners; Governor 
of Reading University; Chancellor of Aston University; Deputy President 
of the Chartered Management Institute until 2009 (President 2007-2008); 
Deputy President of the CBI until June 2008 (former member and 
President).

Committee membership: Member of the Board Corporate Governance 
and Nominations Committee since September 2006; Member of the 
Board Remuneration Committee since July 2005; Member of the Board 
Citizenship Committee since August 2011.

Note
b Independent non-executive Director. 
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People

Global excellence
Our success relies on the valuable skills of our people. We continue to 
operate to global governance frameworks and standards which regulate 
how we manage and treat our employees around the world. We are 
expanding the reach of these frameworks by establishing shared global 
practices across our businesses. Our key areas of focus are: 

Attraction, engagement and performance 
We recognise that successful employment relationships rely on  
mutual benefit. We are, therefore, clear and open about the skills and 
commitment we look for in new colleagues. We encourage applications 
from a diverse range of people and use selection techniques that support 
individuals in showing us what they can bring to Barclays, paying 
particular regard to the aptitudes of persons with disabilities.

The drive for individuals to be their best continues after joining our team. 
Our suite of communication channels cover internal and external topics 
that matter to our people and raise their awareness of the financial and 
economic factors that affect how Barclays operates now and in the future. 
These include global and location-specific intranets, news magazines and 
briefings from Executive and local Leaders to ensure the widest possible 
reach. Two-way communication is maintained by regular Employee 
Opinion Surveys with follow-through of the outcomes at all levels of our 
organisation and by consultation with our recognised unions and work 
councils internationally. These enable the views of our people to be taken 
into account in corporate decisions affecting their interests.

Assessment of performance is not only about what is achieved; how  
it is achieved is equally important.  Resources for both personal and 
professional development are provided to employees in addition to 
mandatory training on policies and regulatory responsibilities. Employees 
regularly review, with their managers, their performance and development 
needs and, typically, twice a year, a performance rating is communicated. 

Financial incentives are based on individuals’ performance ratings and  
the performance of their business. As an extra means of encouraging our 
people to be involved and to share in our success, we regularly invite them 
to participate in our share options and share purchase schemes. Further 
details of our approach to remuneration are included in the Remuneration 
report on pages 54 to 65.

Diversity and inclusion
Our mission is to create an ever more inclusive environment through 
ensuring that we treat people fairly, with respect and value all aspects 
of diversity. Strategies to achieve this aim are endorsed at Board level 
and promulgated throughout our organisation. This is achieved by a 
range of initiatives and monitoring. These initiatives include training for 
all employees, workplace and working practice adjustments for persons 
with disabilities, company sponsored employee resource groups and 
an annual global scheme celebrating the significant contribution from 
female colleagues.

We are proud that many of our initiatives have received external recognition 
around the world, but recognise there is more to be accomplished. For 
example, we are monitoring diversity and inclusion progress year on year 
and, by leveraging our merit-based approach to appointments. We aim to 
ensure that our Board is diverse in every sense of the word with particular 
aspirations for female representation at this level. 

Health and safety
The health and safety of our employees and customers is important to 
Barclays. It is an integral part of the duties of line managers to manage all 
health and safety issues within their areas of responsibility. Line managers 
have access to specialist resources for advice and guidance to support 
them in discharging their health and safety responsibilities.

We consult with our employees on matters affecting their health and 
safety. We encourage their involvement and personal commitment, 
including working closely with employee representatives.

Barclays is committed to promoting a working environment where health 
and safety is a fundamental part of the culture.

% of female employees

% of senior executives
who are female

% of senior managers
who are female

% of employees working 
part-time

Turnover rate

Resignation rate

52.1
52.0

10.5
10.7

21.5
23.7

8.4
8.2

17.4
16.9

10.0
10.5

2011
2010

Global employment statistics %

The definition for senior executives has been re-calibrated to achieve 

greater consistency across the different business areas. The 2010 

published percentage has been revised to reflect this change.

Employees by geographic segment – full time equivalent

UK Europe Americas
Africa and 

Middle East Asia Total

2011 56,100 11,600 10,900 47,900 14,600 141,100

2010 58,100 13,600 11,500 50,400 13,900 147,500
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Remuneration report

Statement from the Chairman of the Board Remuneration Committee
We recognise that executive remuneration generally, and bank 
remuneration in particular, is an important issue. Barclays needs to work 
with the acceptance of the communities in which we operate and 
balance the competing demands of our many stakeholders. This includes 
a close and continuous engagement with the Financial Services 
Authority and with our shareholders.

In 2011 Barclays delivered a solid set of results, achieved in challenging 
market and economic conditions. This included:

 – Total income up 3% (adjusted income excluding own credit and debt 
buy-backs down 8%);

 – Profit before tax down 3% (adjusted profit before tax down 2%);

 – Credit impairment charge improved 33%, with an annualised loan loss 
rate of 77bps (2010: 118bps);

 – Operating expenses, excluding PPI provision, goodwill impairment and 
UK bank levy, down 4%. Cost saving targets have been exceeded;

 – Core Tier 1 ratio strengthened to 11.0% (2010: 10.8%) and risk 
weighted assets reduced;

 – Liquidity pool remained strong;

 – Net asset value per share increased 9% and net tangible asset value 
per share increased 13%;

 – Universal banking model helped to deliver broadly balanced adjusted 
profit before tax across the retail and investment banking businesses;

 – Sovereign exposure to Spain, Italy, Portugal, Ireland and Greece reduced;

 – Improving performance against our Citizenship execution priority, 
including delivery of £43.6bn of gross new lending to UK businesses, 
including £14.7bn to SMEs, exceeding Project Merlin lending targets; 
and

 – Final dividend of 3.0p per share for the fourth quarter, making 6.0p for 
the year, an increase of 9%.

The results were reflected in the remuneration decisions across Barclays 
including those for Bob Diamond and Chris Lucas. 2011 total incentive 
awards were down 26% across the Group compared with a 3% reduction 
in profit.

Remuneration decisions for all of our employees, including for Bob 
Diamond and Chris Lucas, reflect performance and in making these 
decisions we are mindful of current economic conditions. Bonuses for 
our executive Directors and our eight highest paid senior executive 
officers were down 48% versus 2010 on a "like-for-like" basis (being the 
reduction for individuals in service in both 2010 and 2011).

Barclays needs to operate commercially and that includes setting 
remuneration for our executive Directors appropriately. Key factors that 
were taken into account in deciding on Bob Diamond's bonus were 
Barclays profit before tax and adjusted profit before tax; the relative 
performance of Barclays versus its peers; progress in delivering the four 
strategic priorities of capital, returns, income and Citizenship; progress in 
delivering the £1bn cost reduction target; Bob Diamond's leadership of 
the Executive Committee; and progress in delivering the return on equity 
target of 13%. In assessing the return on equity target, the Committee 
took into account the fall in return on equity during the year and the 
increased levels of capital being held. Barclays made progress in 
executing a thorough portfolio review designed to ensure that the 
business can achieve its return on equity target in the future. The 
Committee also took into account the PPI redress and progress against 
the Project Merlin lending targets. 

The Board and the Committee recognise that our return on equity has to 
improve. In order to achieve this, our operating costs need to be reduced. 
Remuneration has its part to play in that. We fully recognise that higher 
capital requirements and a challenging economic environment mean 
that remuneration levels in the industry have to adjust. That journey will 
take time and we have taken important steps in the right direction in 
2011. Total incentive awards for Barclays Capital were down 35% on 
2010 with Barclays Capital profit before tax reducing 32%. The 
Committee will continue to focus on reaching a sustainable balance 
between shareholder returns and employee remuneration.

In determining 2011 total incentive awards, the Committee made 
appropriate adjustments to reflect material events in 2011. This included 
adjusting total incentive awards for the impact of the PPI redress and 
reviewing financial performance excluding own credit. The Committee 
also considered material events in 2011 for individual decisions, which 
resulted in reductions to incentive awards and the clawback of unvested 
deferred awards in a number of cases.

This report provides the following information:

 – Part A (page 55): an overview of executive remuneration for 2011;

 – Part B (page 56): details of the total incentive awards for 2011; and

 – Part C (pages 57 to 65): additional disclosures to comply with legal 
and regulatory requirements for remuneration disclosure. Barclays 
auditors, PricewaterhouseCoopers LLP, have audited the information 
in Tables 4, 6, 7, 8, 9, 10, 11, 19, 23 and 24.

Additional information on Barclays approach to remuneration can be 
found at www.barclays.com/investorrelations. This includes:

 – Details relating to Barclays Remuneration Policy;

 – How regulatory requirements are factored into decision making; 

 – The key elements of Barclays remuneration arrangements; and

 – A summary of the principal share and cash plans and long term 
incentive plans used for the 2011 performance year.

I trust the remuneration report provides you with a clear picture of how 
the Committee has discharged its responsibilities in 2011.

On behalf of the Board

Alison Carnwath

Chairman, Board Remuneration Committee
7 March 2012
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Table 1: Total remuneration of the executive Directors and eight highest paid senior executive officers 

Executive Directors Senior executive officers 

Bob Diamond Chris Lucas 1 2 3 4 5 6 7 8

2011
£000

2011
£000

2011
£000

2011
£000

2011
£000

2011
£000

2011
£000

2011
£000

2011
£000

2011
£000

Salary 1,350 800 700 700 600 700 695 745 600 584

Current year cash bonus 0 0 0 0 0 0 0 0 0 0

Current year share bonus 0 0 0 0 0 0 0 0 0 0

Deferred cash bonus 0 0 2,250 2,250 1,550 1,000 1,000 931 950 0

Deferred share bonus 2,700 1,800 2,250 2,250 1,550 1,000 1,000 931 950 1,230

Total of salary and bonus 4,050 2,600 5,200 5,200 3,700 2,700 2,695 2,607 2,500 1,814

Long term incentive award 2,250 1,333 1,500 1,300 1,500 2,250 2,250 621 700 703

Total remuneration 6,300 3,933 6,700 6,500 5,200 4,950 4,945 3,228 3,200 2,517

Table 1 shows the details of salary, bonus for 2011 and the value at award 
of 2012-2014 performance period long term incentive awards for the 
executive Directors and the eight highest paid senior executive officers 
(who are Key Management Personnel). No salary increases were made for 
these individuals during 2011 and the salaries are unchanged for 2012. 
Bonuses for these individuals were down 48% versus 2010 on a 
like-for-like basis and are deferred over three years. The bonuses reflect 
the financial performance of Barclays. They also reflect the return on 
equity that was delivered. Cost control was disciplined and risk 
performance was strong, with reduced credit impairment, strong capital 
and liquidity positions, and reduced exposure to Eurozone sovereign debt. 
Project Merlin lending targets were also exceeded. Each individual's 
contribution was reviewed using a formal performance assessment 
process and by reference to objectives set at the start of the year. The 
outcome of this process is used to inform remuneration decisions.

Retirement benefits (or cash in lieu of pension) and other benefits (which 
may include private medical insurance, life and disability cover and car 
allowance) are provided in addition to the total remuneration package.

Further details on executive Director remuneration are provided in pages 
58 to 62 of this report. Further details of the long term incentive plans are 
provided in the additional material on Barclays approach to remuneration 
which is available at www.barclays.com/investorrelations.

Part A: Overview of executive remuneration for 2011
Remuneration decisions, including those for executive Directors and Code 
Staff, are managed on the basis of total remuneration, comprising salaries, 
bonuses and long term incentive awards. Code Staff are Barclays 
employees whose professional activities could have a material impact on 
the Group’s risk profile. The Committee reviews each element of 
remuneration relative to performance and relative to the practice of other 
comparable organisations. This includes benchmarking against other 
leading international banks and financial services organisations and other 
companies of a similar size to Barclays.

Salaries are set at a level consistent with market rates. Bonuses are 
determined by reference to a qualitative and quantitative assessment of 
performance. Both financial and non-financial performance is considered. 
Financial performance is assessed by reference to key financial metrics 
including profit before tax, return on equity, return on risk weighted assets 
(RoRWA) and cost control. Non-financial performance is assessed by 
reference to factors including customer satisfaction and employee opinion 
surveys.

For the 2011 performance year, the use of deferred bonuses was increased 
to align better the incentive created by the variable component of 
remuneration to sustained performance. Deferred bonuses vest over a 
period of three years, dependent on future service and subject to 
clawback provisions.

Long term incentive awards reward execution of Barclays strategy and the 
creation of sustained growth in shareholder value. They are designed to 
align the executive Directors’ and most senior employees’ goals with the 
long term success of Barclays. Long term incentive awards are subject to 
risk-adjusted performance conditions, measured over a performance 
period of a minimum of three years. The vesting of awards is subject to 
the discretion of the Committee to ensure that awards only vest for 
performance and vesting is also subject to clawback provisions. Vested 
long term incentive awards are delivered in Barclays shares and cash. 

Barclays PLC Annual Report 2011 www.barclays.com/annualreport 55

T
h

e
 strate

g
ic re

p
o

rt
G

o
ve

rn
a

n
ce

R
isk m

a
n

a
g

e
m

e
n

t
F

in
a

n
cia

l review
F

in
a

n
cia

l state
m

e
n

ts
S

h
a

re
h

o
ld

e
r in

fo
rm

atio
n



Remuneration report continued

Part B: Total incentive awards for 2011 
We recognise the understandable importance that all stakeholders attach 
to the judgements that we must apply in managing remuneration. We 
manage remuneration in a way that is consistent with protecting future 
revenue flows and our ability to maximise returns to shareholders while 
enhancing our customer and client service standards. 

Ensuring that we have the right people, in the right roles, is vital to our 
ability to generate shareholder returns by serving our customers and 
clients effectively, especially in the highly competitive, global markets in 
which we operate. This requires that we are competitive in the way in 
which we manage remuneration.

We manage remuneration decisions on the basis of total remuneration. 
An important tool in ensuring an appropriate balance between 
competitiveness and responsibility is the mix between the fixed and 
variable components of remuneration. We set the fixed component of 
remuneration – which largely comprises salaries – at a level consistent 
with market rates. We use the variable component of remuneration to 
create the flexibility that allows our cost base to respond to changes in 
economic and business conditions and to provide a clear and explicit link 
between remuneration and current and future performance. That link 
includes, in particular for senior roles, paying a substantially higher 
proportion of bonuses in shares, and deferred bonuses being subject to 
clawback provisions, to help ensure sustained performance over the 
longer term.

We have increased the use of deferred bonuses to align better the 
incentive created by the variable component of remuneration to sustained 
performance. Deferred bonuses are payable only once an employee meets 
certain conditions, including a specified period of service.

Table 2 sets out details of total incentive awards for 2011, including:

 – Total bonus pool down 25% and total incentive awards down 26% 
versus 2010, with Barclays profit before tax reducing 3%;

 – Barclays Capital bonus pool down 32% and total incentive awards 
down 35% versus 2010, with Barclays Capital profit before tax 
reducing 32%; 

 – Total bonus pool as a percentage of profit before tax (pre-bonus) down 
year on year from 33% to 28%;

 – Average value of bonus per Barclays employee down 21% year on year 
to £15,200; average value of bonus per Barclays Capital employee down 
30% to £64,000;

 – Current year cash bonus capped at £65,000 for Barclays Capital 
employees; and 

 – Proportion of bonus pool that is deferred significantly exceeds the FSA’s 
Remuneration Code requirements and is expected to be amongst the 
highest deferral levels globally; 75% of the bonus pool in Barclays 
Capital is deferred.

The balance between shareholder returns and incentive awards for 
employees is a key consideration for the Committee. The Committee will 
continue to focus on reaching a sustainable balance.

Table 2: Total incentive awards granted – current year and deferred

Barclays Group Barclays Capital

Year Ended
31.12.11

£m

Year Ended 
31.12.10

£m % Change

Year Ended
31.12.11

£m

Year Ended 
31.12.10

£m % Change

Current year cash bonus 832 1,601 (48) 381 1,139 (67)

Current year share bonus 66 73 (10) 3 57 (95)

Total current year bonus 898 1,674 (46) 384 1,196 (68)

Deferred cash bonus 618 568 9 576 530 9 

Deferred share bonus 634 609 4 576 535 8 

Total deferred bonus 1,252 1,177 6 1,152 1,065 8 

Bonus pool  2,150 2,851 (25) 1,536 2,261 (32)

Sales commissions, commitments and other incentives 428 633 (32) 201 399 (50)

Total incentive awards granted 2,578 3,484 (26) 1,737 2,660 (35)

Bonus pool as % of profit before tax (pre bonus) 28% 33%  35% 36%  

Bonus pool as % of adjusted profit before tax (pre bonus) 29% 34%  35% 36%  

Proportion of bonus that is deferred 58% 41%  75% 47%  

Total employees (full time equivalent) 141,100 147,500 (4) 24,000 24,800 (3)

Bonus per employee £15,237 £19,329 (21) £64,000 £91,169 (30)

Please refer to page 65 for Glossary.

56 Barclays PLC Annual Report 2011 www.barclays.com/annualreport



Part C: Additional disclosure information
 
Board Remuneration Committee remit and membership 
The Committee provides governance and strategic oversight of 
remuneration. The Committee’s terms of reference are available online at 
www.barclays.com/corporategovernance. The terms of reference were 
revised in February 2011 to take account of regulatory and corporate 
governance developments. The Committee met formally eight times 
during 2011. The Committee Chairman reported to the Board on the 
substantive issues discussed at each meeting. In addition to the formal 
meetings, the Committee members frequently consult between meetings 
and meet informally. The Committee Chairman consulted with 
shareholders and representative bodies during 2011. This included, in line 
with our commitments under Project Merlin, engaging with shareholders 
to ensure that their views and opinions were fully understood ahead of the 
Committee reaching its decisions.

The members of the Committee during 2011 were Sir Richard Broadbent 
(Committee Chairman until 30 June 2011), Alison Carnwath (Committee 
Chairman from 1 July 2011), Marcus Agius (Group Chairman), Simon 
Fraser and Sir John Sunderland. Details of members’ attendance are 
shown in Table 3. The non-executive Directors who are Committee 
members are considered by the Board to be independent of management 
and free from any business or other relationship that could materially 
affect the exercise of their independent judgement. Marcus Agius was 
considered independent on appointment to the Board.

The outcome of the 2011 Board Effectiveness Review showed that the 
Committee operated effectively in 2011. Figure 1 sets out how the 
Committee's time was allocated in 2011.

Advisors 
The Committee’s work is supported by independent professional advice. 
The Committee reviews the appointment of advisors each year. In 2011 
Towers Watson was re-appointed by the Committee as its advisor until 
February 2012. Johnson Associates, Inc. was appointed by the Committee 
as its advisor from March 2012. Any potential conflicts of interest the 
advisors may have are disclosed to the Committee. In addition to advising 
the Committee, Towers Watson provided remuneration benchmarking 
data to the Group. Towers Watson also provided pension advice as the 
appointed advisor to the trustee of the UK Retirement Fund. The Chief 
Executive, the Human Resources Director, the Compensation and Benefits 
Director and, as necessary, members of the Executive Committee, also 
advised the Committee, supported by their teams. No Barclays employee 
is permitted to participate in discussions or decisions of the Committee 
relating to his or her own remuneration. 

Barclays Remuneration Policy 
The Remuneration Policy provides a framework for the Committee in 
carrying out its work, including remuneration decisions for executive 
Directors and Code Staff. The aims of the Remuneration Policy are to: 

1.  Attract and retain those people with the ability, experience and skill to 
deliver Barclays strategy;

2.  Create a direct and recognisable alignment between the rewards and 
risk exposure of shareholders and employees;

3.  Incentivise employees to deliver sustained performance consistent with 
strategic goals and appropriate risk management, and to reward 
success in this;

4.  Deliver remuneration that is affordable and appropriate in terms of 
value allocated to shareholders and employees; and

5. Encourage behaviour consistent with Barclays guiding principles.

More details on the Remuneration Policy including Barclays guiding 
principles can be found at www.barclays.com/investorrelations. The 
Committee reviews the Remuneration Policy to ensure that Barclays 
remuneration remains competitive and provides appropriate incentive for 
performance. To ensure appropriate operation of the Remuneration Policy, 
the Committee has established remuneration governance frameworks for 
each major business and for the Group. The frameworks are forward 
looking and are based on financial metrics, including key remuneration 
ratios, that assess the current and future affordability of remuneration. 
The frameworks are designed to ensure that remuneration is managed in 
a way that is consistent with delivering the strategy and performance of 
Barclays and each of the businesses, whilst maintaining capital strength.

For individual remuneration decisions made by the Committee, including 
the decisions for executive Directors, the level of remuneration across 
Barclays and each of the businesses is taken into account. The combined 
potential remuneration for the executive Directors and for senior 
employees from bonuses and long term incentive awards outweighs the 
fixed component of remuneration, and is subject to individual and 
business performance. This means that the majority of remuneration is 
risk adjusted.

Table 3: Committee attendance

Member Meetings
 eligible to

attend
Meetings
attended

Sir Richard Broadbent 6 6

Alison Carnwatha 8 6

Marcus Agius 8 8

Simon Fraser 8 8

Sir John Sunderlanda 8 7

Secretary

Patrick Gonsalves

a Unable to attend due to prior commitments. In the case of Alison Carnwath the meetings 
not attended were meetings prior to her becoming Committee Chairman.

1

2

3

Figure 1: Committee’s allocation of time %

  2011 2010
1 Incentive awards 43 49

2 Compensation frameworks 

and policy 39 42

3 Financial performance, 

risk and regulation 18 9
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Remuneration report continued

Remuneration governance
The Committee determines the bonus pool by reference to a number of 
quantitative and qualitative measures. In doing this the Committee is 
informed by the remuneration governance frameworks and associated 
financial metrics and remuneration ratios. The Committee receives input from 
the Group Finance Director and the Chief Risk Officer on key financial and risk 
matters. The Committee works closely with the Board Audit Committee and 
the Board Risk Committee, and receives input on internal audit, compliance 
and risk matters. This includes the Committee receiving a report from the 
Board Risk Committee on the risk performance of the businesses in order to 
ensure that the bonus pool properly reflects this performance.

The Committee reviews individual remuneration recommendations for 
executive Directors, Code Staff and employees with total remuneration of 
£1m or more. Remuneration decisions are directly linked to individual 
performance, both financial and non-financial. Individual performance is 
reviewed by line management through a formal assessment process, 
which includes a review against objectives set at the start of the year. The 
assessment includes reviewing individual behaviour against Barclays 
guiding principles and applicable risk and control policies.

Bonuses above a threshold level (set annually by the Committee) include 
awards in the form of deferred bonuses. The vesting of deferred bonuses 
is dependent on future service and subject to clawback provisions. The 
Committee reviews the operation of clawback provisions and may reduce 
the vesting level of an unvested deferred bonus (including to nil). Events 
that may lead to the operation of clawback provisions include employee 
misconduct, harm to Barclays reputation, material restatement of Barclays 
financial statements, a material failure of risk management or a significant 
deterioration in the financial health of Barclays. Clawback provisions may 
also result in suspension of deferred bonuses where an employee is under 
investigation for a regulatory or disciplinary matter. 

The risk and compliance functions play a key role in remuneration 
governance. The risk function provides regular updates to the Committee 
on risk adjusted business performance and it also provides input on the 
remuneration governance frameworks, bonus pool proposals and new 
incentive plan designs (including risk-adjusted metrics for use in long term 
incentive plans) from a risk management perspective. The input of the 
compliance function focuses on the assessment of individual employee 
behaviour based on the operation of compliance controls. Remuneration 
decisions for employees working in key control functions, including the 
risk and compliance functions, are determined independently of the 
businesses in which they work. The remuneration governance 
arrangements described above apply to all employees in Barclays, 
including Code Staff.

Executive Director remuneration 
Table 4 shows the total remuneration for the executive Directors and 
Table 5 shows their salaries.

Salary
The executive Directors’ salaries are unchanged for 2012.

Bonus
The maximum bonus opportunity for 2011 for executive Directors was 
250% of salary, and it will remain the same for 2012. 

The bonuses for 2011 for the executive Directors reflect the results for 2011 
which were delivered amidst a challenging economic, market and regulatory 
environment. The bonuses are deferred over a period of three years in 
Barclays shares under the Share Value Plan (SVP). No consideration is 
payable by the executive Directors to receive the award. SVP awards normally 
vest in equal portions on the first, second and third anniversaries of grant 
dependent on future service and they are subject to clawback provisions.

Long term incentive awards
The maximum value of long term incentive awards for executive Directors 
for the 2012-2014 performance period is 500% of salary. Table 4 shows 
the value at award of the proposed long term incentive awards for the 
2012-2014 performance period for the executive Directors (based on 33% 
of the maximum number of shares subject to the award). The long term 
incentive awards will be granted under the Barclays Long Term Incentive 
Plan. No consideration is payable by the executive Directors to receive the 
awards. The awards are dependent on future service and vest subject to 
performance conditions and clawback provisions. Further details on the 
Barclays Long Term Incentive Plan (Barclays LTIP) are provided in the 
additional material on Barclays approach to remuneration which is 
available at www.barclays.com/investorrelations.

Table 4: Total remuneration (audited)

Bob Diamond Chris Lucas

2011
£000

2010 
£000

2011
£000

2010 
£000

Salary 1,350 250 800 763

Current year cash bonus 0 0 0 360

Current year share bonus 0 1,800 0 360

Deferred cash bonus 0 2,350 0 540

Deferred share bonus 2,700 2,350 1,800 540

Total of salary and bonus 4,050 6,750 2,600 2,563

Long term incentive award 2,250 2,250 1,333 1,333

Total remuneration 6,300 9,000 3,933 3,896

Table 5: 2011 and 2012 salary

Salary at
31 December 2011

£000

Salary at
1 April 2012

£000

Date of
previous
increase

Bob Diamond 1,350 1,350 1 January 2011

Chris Lucas 800 800 1 April 2010
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Pension
The executive Directors received an annual cash allowance in lieu of 
membership of a Barclays pension plan. This was 50% and 25% of salary 
for Bob Diamond and Chris Lucas respectively. Further details are shown in 
Table 6. The accrued pension of £60,000 at 31 December 2011 for Bob 
Diamond relates to US pension plans in which he ceased to be an active 
member as at 31 December 2010.

Benefits 
Executive Directors are provided with benefits including private medical 
insurance, life and disability cover, accommodation as required for 
business purposes, tax advice, the use of a company vehicle or the cash 
equivalent and the use of a company driver when required for business 
purposes. Table 7 shows the benefits received by the executive Directors.

Table 6: Pension (audited)

Age at 31
December

2011

Completed
years of
service

Accrued
pension

at 31
December

2011
£000

Transfer
value of
accrued
pension

at 31
December

2010
£000

Transfer
value of
accrued
pension

at 31
December

2011
£000

Increase
in transfer

value during
2011
£000

2011
cash in
lieu of

pension
£000

Bob Diamond 60 15 60 473 599 126 675

Chris Lucas 51 4 – – – – 200

Note to Table 6: Bob Diamond ceased to be an active member of Barclays US defined benefit and defined contribution plans as at 31 December 2010. The defined benefit plans were the US 
Staff Pension Plan (funded) and the US Restoration Plan (unfunded). The defined contribution plans were the Barclays Bank PLC 401K Thrift Savings Plan and the Thrift Restoration Plan. 
The increase in the transfer value of accrued pension for Bob Diamond during 2011 is primarily due to changes in US financial and demographic assumptions.

Table 7: Benefits (audited)

2011
£000

2010
£000

Bob Diamond 474 268

Chris Lucas 28 25

Table 8: Tax equalisation (audited)

2011
£000

2010
£000

Bob Diamond 5,745 –

Chris Lucas – –

Table 9: Total of salary, current year bonus, cash in lieu of pension and benefits (audited)
(calculated in accordance with Schedule 8 of the Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008)

2011
£000

2010
£000

Bob Diamond 2,499 2,318

Chris Lucas 1,028 1,699

The total for 2011 for Bob Diamond including tax equalisation is £8.244m (the sum of £2.499m shown above and gross costs of tax equalisation of 
£5.745m shown in Table 8).

Tax equalisation 

Bob Diamond is a UK taxpayer and paid UK income tax on his 

employment income (that exceeded the higher rate taxable band) 

at 50% in 2011. In accordance with his contract, and consistent with 

arrangements for other senior executives in global companies required 

to work in multiple locations, he is tax equalised. This tax equalisation is 

not remuneration for him. Bob Diamond is tax equalised on tax above 

the UK rate where that cannot be offset by a double tax treaty. The tax 

equalisation costs in 2011, shown in Table 8, included an amount met 

by Barclays in respect of taxes that arose as a result of Bob Diamond’s 

relocation from the US to the UK, which was required by the Board 

for his appointment as Chief Executive. In particular, the difference in 

treatment of capital gains on historical share awards between the US 

and UK resulted in a one-off additional tax charge, which could not be 

offset by a double tax treaty. Because of the one-off nature of a large 

part of the 2011 cost, the Committee expects the 2012 tax equalisation 

costs to be significantly reduced.
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Remuneration report continued

Table 12: Performance conditions attaching to the long term incentive plans in which the executive Directors participate

Plan 
Performance 
period Performance measure  Target 

Barclays LTIP 2011-2013 60% of award calibrated against 
RoRWA

23% of award vests for average annual RoRWA percentage of 1% over the 
performance period. Maximum of 60% vests for average annual RoRWA of 1.5%. 
Vesting on a straight line basis in between

30% of award calibrated against loan 
loss rate

10% of award vests for average annual loan loss rate of 95bps over the 
performance period. Maximum of 30% vests for 81bps or below. Vesting on a 
straight line basis in between

10% of award calibrated against 
sustainability metrics

Performance against the sustainability metrics is assessed by the Committee to 
determine the percentage of the award that can vest between 0% and 10%

PSP 2010-2012 50% of award calibrated against a 
relative TSR performance condition

33% of maximum award released for above median performance (6th place) 
with 100% released in 1st place and a scaled basis in between

50% average RoRWA 17% of maximum award released for 0.83% scaled to a maximum award at 1.46%

PSP 2009-2011 50% of award calibrated against a 
relative TSR performance condition

As above (2010-2012)

50% average RoRWA 17% of maximum award released for 0.83% scaled to a maximum award at 1.34%

Outstanding long term awards
Barclays operates a number of long term plans to align the interests of 
executive Directors, Code Staff and other senior employees with the 
interests of shareholders and with the execution of Barclays strategy over 
the longer term.

For the Performance Share Plan (PSP) and the Barclays LTIP, independent 
confirmation is provided to the Committee of the extent to which each 
performance condition has been met at the end of each performance period. 
In relation to the 2006-2008 PSP award, the maximum number of shares that 
could be released was determined in 2009 and fixed as shown in Table 10. 
The Committee recommended that the number of shares shown in Table 10 
be released in March 2011. In relation to the 2007-2009 PSP awards, the 

voluntary clawback arrangement will cease in March 2012 at the end of the 
two year clawback period. The 2007-2009 awards are not shown in Table 10 
as the shares were released in 2010.

In relation to the 2008-2010 PSP awards, the total shareholder return (TSR) 
performance measure was partially met but the economic profit 
performance measure was not met. As a result, awards vested in March 
2011 at 0.5 times the initial award (maximum is 3 times). In relation to the 
2009-2011 PSP award, the underpin (as shown in Table 12) was met, the 
RoRWA performance measure was met and the TSR performance measure 
was partially met. As a result, the award will vest in 2012 at 2.1 times the 
initial award (maximum is 3 times). These performance measures were 
chosen for the reasons set out further in this report.

Table 10: Outstanding share plan and long term incentive plan awards (audited)

Number of shares 
under award/option 

at 1 January 2011
(maximum)

Number of shares 
awarded in year

 (maximum)
Market price 

on award date
Weighted average

exercise price
Number of shares

released/exercised

Bob Diamond

PSP 2006-2008 1,164,273 – £6.75 – (1,164,273)

PSP 2008-2010 2,031,030 – £4.25 – (338,505)

PSP 2010-2012 5,563,902 – £3.55 – –

Incentive Share Option Plan 575,008 – – £4.25 –

Executive Share Award Scheme 2,699,215 – – – (2,453,074)

Share Value Plan 2011 – 850,524 £2.76 – –

Barclays LTIP 2011-2013 – 2,442,996 £2.76 – –

Chris Lucas

PSP 2008-2010 541,608 – £4.25 – (90,268)

PSP 2009-2011 1,598,046 – £2.34 – –

PSP 2010-2012 927,318 – £3.55 – –

Sharesave 3,735 – – £4.70 –

Executive Share Award Scheme 646,762 – – – –

Share Value Plan 2011 – 195,439 £2.76 – –

Barclays LTIP 2011-2013 – 1,447,701 £2.76 – –

Table 11: Outstanding Contingent Capital Plan awards (audited)

Value under award at 
1 January 2011

(maximum) (£000)
Value awarded in year 

(maximum) (£000)

Value under award 
at 31 December 2011

(maximum) (£000)
First scheduled 

release date
Last scheduled 

release date

Bob Diamond – 2,350 2,350 23/05/2012 23/05/2014

Chris Lucas – 540 540 23/05/2012 23/05/2014

Note to Table 11: Deferred cash bonuses were granted under CCP in 2011. The awards are dependent on future service and vest subject to clawback provisions and subject to the condition 
that the Core Tier 1 ratio is equal to or exceeds 7%. On vesting, an additional discretionary benefit may be added equivalent to a coupon which for the awards shown is 7% on the award 
amount (on an annualised and non-compounded basis). Executive Directors do not pay for CCP awards.

60 Barclays PLC Annual Report 2011 www.barclays.com/annualreport



For the 2010-2012 PSP awards the performance measures are relative TSR 
and RoRWA. For the 2011-2013 Barclays LTIP awards the performance 
measures are RoRWA, loan loss rate and sustainability metrics including 
customer satisfaction, employee opinion surveys and Barclays relationships 
with its regulators. TSR was selected to align performance with Barclays 
shareholders. RoRWA was selected because it is a primary determinant of 
return on equity, which is closely correlated with the price to book multiple 
at which Barclays shares trade, but cannot be influenced by leverage. Loan 
loss rate encourages strong management of credit risk. The sustainability 
metrics were chosen to align performance to the Citizenship execution 
priority (sustainability is now referred to as Citizenship).

Calibration of performance measures is agreed ahead of each award by the 
Committee supported by a working team with representatives from the human 
resources, strategy, finance and risk functions. This process includes an 
assessment of relevant data including financial targets, analyst forecasts, 
internal and external views of comparator future performance levels, 
shareholder views and broader economic trends. All performance measures are 
calibrated to include a significant level of stretch to attain maximum payout.

Participants may also receive dividend shares which represent accumulated 
dividends (net of withholding tax) in respect of the Barclays shares under 
awards that vest. During 2011 Barclays highest share price was £3.34 and the 
lowest was £1.39. The Barclays share price on 30 December 2011 was £1.76.

PSP awards: TSR peer group constituents

Underpin
Actual

performanceUK Mainland Europe US

Following the determination of the RoRWA 
vesting percentage, the Committee may 
take into account profit before tax over the 
performance period and may, at its 
discretion, adjust the percentage of award  
up or down by up to 5 vesting percentage 
points (subject to the maximum of 60% 
for the award calibrated against RoRWA)

To be determined
 at vesting in 

May 2014

HSBC Banco Santander, BBVA, 
BNP Paribas, Credit 
Suisse, Deutsche Bank, 
Société Générale, Unicredit

Bank of America,
JP Morgan Chase,

Morgan Stanley

Committee must be satisfied with the 
underlying financial health of the Group 
after considering economic profit and profit 
before tax on a cumulative basis over the 
three year period

To be determined
 at vesting in
March 2013

HSBC, Lloyds Banking  
Group,
Royal Bank of Scotland

Banco Santander, BBVA, 
BNP Paribas, Deutsche 
Bank, UBS, Unicredit

Citigroup, 
JP Morgan Chase

As above (2010-12) Performance 
condition partially 

met

Note to Table 10: Interests shown are the maximum number of Barclays shares that may be 
received under each plan. Executive Directors do not pay for any share plan or long term 
incentive plan awards. Numbers shown for Executive Share Award Scheme (ESAS) represent 
provisional allocations that have been awarded and may also include shares under option as 
at 31 December 2011. Nil cost options are normally granted under mandatory ESAS awards 
at the third anniversary of grant and are exercisable (over initial allocation and two thirds of 
bonus shares) typically for two years. The aggregate exercise price of a nil cost option is £1. 
At the fifth anniversary of the provisional allocation the nil cost options normally lapse and 
the shares (including bonus shares) are released at the discretion of the ESAS trustee. In 

2011, nil cost options over 43,077 shares were granted to Chris Lucas. Chris Lucas did not 
hold any options under ESAS as at 1 January 2011, and held options over 43,077 shares as at 
31 December 2011. The first and last exercise dates were 1 March 2011 and 19 March 2013 
respectively. Bob Diamond received 160,702 dividend shares from ESAS awards released in 
2011 (market price on release date was £3.183). Bob Diamond received 232,702 dividend 
shares and Chris Lucas received 5,458 dividend shares from PSP awards released in 2011 
(market price on release date was £3.183). Share Value Plan (SVP) awards do not have 
performance conditions as the awards are deferred share bonuses. Vesting of SVP awards is 
dependent on future service and subject to clawback provisions.

Market price 
on release/

exercise date
Number of shares

lapsed in 2011

Number of shares 
under award/option at

31 December 2011 
(maximum)

Vested number of 
shares under option

Value of 
release/exercise

End of three-year 
performance period, or 
first exercise/scheduled

release date

Last exercise/
scheduled

release date

£3.183 – – – £3.71m 31/12/2008 01/03/2011

£3.183 (1,692,525) – – £1.08m 31/12/2010 01/03/2011

– – 5,563,902 – – 31/12/2012 16/03/2013

– (102,680) 472,328 472,328 – 20/03/2005 22/03/2014

£3.183 – 246,141 – £7.81m 21/03/2012 20/03/2013

– – 850,524 – – 07/05/2012 06/05/2014

– – 2,442,996 – – 31/12/2013 06/05/2014

£3.183 (451,340) – – £0.29m 31/12/2010 01/03/2011

– – 1,598,046 – – 31/12/2011 27/04/2012

– – 927,318 – – 31/12/2012 16/03/2013

– – 3,735 – – 01/11/2014 30/04/2015

– – 646,762 40,621 – 20/03/2011 16/03/2015

– – 195,439 – – 07/05/2012 06/05/2014

– – 1,447,701 – – 31/12/2013 06/05/2014
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Remuneration report continued

Shareholding guideline 
The Committee’s shareholding guideline provides that executive Directors 
should hold Barclays shares worth, as a minimum, the higher of two times 
salary and the average of total remuneration over the last three years. 
Executive Directors have five years from appointment to meet this 
guideline and a reasonable period to build up to the guideline again if it is 
not met because of a share price fall. The executive Directors’ interests in 
Barclays shares are set out in Table 13.

Service contracts
Barclays has service contracts with its executive Directors which do not have a 
fixed term but provide for a notice period of 12 months. The contracts allow 
for termination with contractual notice from Barclays or, in the alternative, 

termination by way of payment in lieu of notice (in phased instalments) which 
are subject to contractual mitigation. In the event of termination for gross 
misconduct, neither notice nor a payment in lieu of notice will be given. 
The Committee’s approach when considering payments in the event of 
termination is to take account of the individual circumstances including the 
reason for termination, contractual obligations and cash, share and long term 
incentive plan and pension plan rules. The Committee does not intend to 
include automatic contractual bonus payments upon termination in relation 
to executive Director appointments going forward. Automatic contractual 
bonus payments upon termination are not included in Bob Diamond’s 
contract. Details of the contract terms are shown in Table 14. 

Table 13: Interests in Barclays PLC shares

Number of shares at
1 January 2011

Number of shares at
31 December 2011

Beneficial
Non-

beneficial Beneficial
Non-

beneficial

Bob Diamond 10,292,671 – 13,197,895 –

Chris Lucas 188,476 – 297,467 –

Note to Table 13: Beneficial interests include shares held either directly or through a nominee, spouse, or children under 18. They include any interests held through Sharepurchase. 
Non-beneficial interests include any interests in shares where an executive Director holds the legal, but not beneficial interest. There were no changes in the beneficial and non-beneficial 
interests in the period from 31 December 2011 to 2 March 2012.

Table 14: Contract terms

Effective date
Notice period

from the Company Potential compensation for loss of office

Bob Diamond 1 January 2011 12 months 12 months salary and continuation of medical and pension benefits whilst an employee. 
No automatic contractual entitlement to bonus on termination

Chris Lucas 1 April 2007 12 months 12 months salary, bonus equivalent to the average of the previous three years bonuses (up 
to 100% of salary) and continuation of  medical and pension benefits whilst an employee

Code Staff aggregate remuneration 
Code Staff are the members of the Barclays PLC Board and Barclays employees whose professional activities could have a material impact on the Group’s 
risk profile. A total of 238 individuals were Code Staff in 2011.

Table 15: Code Staff aggregate 2011 remuneration by business  (£m)

Barclays Capital Barclays Corporate Barclays Wealth Retail & Business Banking Absa Group Functions

214 18 30 46 6 43

Table 16: Code Staff aggregate 2011 remuneration by remuneration type (£m)

Senior management Other Code Staff

Salary 10 50

Current year cash bonus 0 12

Current year share bonus 0 22

Deferred cash bonus 10 93

Deferred share bonus 16 97

Total 36 274

Long term incentive award (outcome contingent on future performance) 15 32

Table 17: Code Staff deferred remuneration (£m)

Senior management Other Code Staff

Deferred unvested remuneration outstanding at 31 December 2010 135 471

Impact of Code Staff leaving during 2010 or joining in 2011 (3) (29)

Deferred unvested remuneration outstanding at 1 January 2011 132 442

Deferred remuneration awarded in 2011 57 349

Deferred remuneration reduced in 2011 through performance adjustments (37) (144)

Deferred remuneration vested in 2011 (23) (69)

Deferred unvested remuneration outstanding at 31 December 2011 129 578

Table 18: Code Staff joining and severance payments (£m)

Senior management Other Code Staff

Total sign-on awards (one individual – £0.1m (Other Code Staff)) 0 0

Total buy-out awards (eight individuals) 3 3

Total severance awards (eight individuals) 0 5

Note to Tables 16 to 18: "Senior management" means members of the Barclays PLC Board and senior managers as defined in the FSA’s Remuneration Code. Highest individual severance 
payment was £1.8m.
Note to Table 17: There was no deferred vested remuneration outstanding at the end of the year. Code Staff are subject to a minimum shareholding guideline.
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Group Chairman and non-executive Directors 
The Group Chairman and the non-executive Directors receive fees which 
reflect individual responsibilities and membership of Board Committees. 
Fees are reviewed each year by the Board and for non-executive Directors 
were increased with effect from 1 May 2011. Prior to that, non-executive 
Director fees were last increased in June 2008. The Group Chairman's fees 
have not changed since his appointment.

The first £30,000 (2010: first £20,000) of the non-executive Directors' 
base fees is used to purchase Barclays shares which are retained on the 
non-executive Directors' behalf until they retire from the Board. 

The Group Chairman has a minimum time commitment to Barclays 
equivalent to 60% of a full-time role. In addition to his fees he receives 
private medical insurance and he is provided with the use of a company 
vehicle and company driver when required for business purposes. The 
Group Chairman is not eligible to receive a bonus, nor to participate in 
Barclays cash, share or long term incentive plans. The Group Chairman 
does not participate in Barclays pension plans and he does not receive any 
pension contributions. No other non-executive Director receives any 
benefits from Barclays. 

Membership and Chairmanship of Board Committees as at 31 December 
2011 and details of the fees received during 2011 are set out in Table 19. 
Details of beneficial interests in Barclays shares are set out in Table 20.

Table 19: 2011 fees for the Group Chairman and non-executive Directors (audited)

Chairman
£000

Senior
 Independent

 Director
£000

Board
Member

£000

Board
Audit

Committee
£000

Board 
Remuneration

Committee
£000

Board
Corporate

Governance
and

Nominations
Committee

£000

Board 
Citizenship 
Committee 

£000

Board Risk
Committee

£000
Benefits

£000

Total
2011
£000

Total
2010
£000

Fees at 31 December 2011

Full-year fee 750 30 80 – – – – – – – –

Committee Chair – – – 70 70 – – 60 – – –

Committee Member – – – 30 30 15 15 25 – – –

Fees to 31 December 2011

Group Chairman

Marcus Agius Ch. – – – M. Ch. Ch. – 1 751 751

Non-executive Directors

David Booth – – M. – – M. – Ch. – 145 125

Alison Carnwath – – M. M. Ch. M. – – – 158 39

Fulvio Conti – – M. M. – – – – – 105 95

Simon Fraser – – M. M. M. – – – – 130 110

Reuben Jeffery III – – M. – – – – M. – 98 85

Sir Andrew Likierman – – M. M. – – – M. – 127 110

Dambisa Moyo – – M. – – – M. M. – 105 50

Sir Michael Rake – SID. M. Ch. – M. – M. – 188 160

Sir John Sunderland – – M. – M. M. M. – – 132 115

Sir Richard Broadbent – – – – – – – – – 171 200

Note to Table 19: Alison Carnwath became Chairman of the Board Remuneration Committee and a member of the Board Corporate Governance and Nominations Committee on 1 July 2011. 
Dambisa Moyo and Sir John Sunderland became members of the Board Citizenship Committee on 1 August 2011. Sir Michael Rake became Senior Independent Director on 1 October 2011. 
Sir Richard Broadbent resigned as a non-executive Director with effect from 30 September 2011.

Table 20: Interests in Barclays PLC shares

At
1 January

2011
total

beneficial
interests

At 
31 December

2011
total

beneficial
interests

At
2 March

2012
 total

beneficial
interests

Group Chairman

Marcus Agius 115,129 232,244 232,244

Non-executive Directors

David Booth 77,285 82,867 86,806

Alison Carnwath 40,000 44,738 47,742

Fulvio Conti 42,970 48,500 52,455

Simon Fraser 49,768 79,514 83,144

Reuben Jeffery III 65,244 72,174 77,183

Sir Andrew Likierman 27,031 32,329 35,686

Dambisa Moyo 2,826 7,798 11,429

Sir Michael Rake 18,954 35,213 38,378

Sir John Sunderland 83,277 88,058 91,187

Note to Table 20: Reuben Jeffery's beneficial interest as at 31 December 2011 comprised 
15,000 American Depositary Shares and 12,174 Barclays PLC shares, and as at 2 March 2012 
comprised 15,000 American Depositary Shares and 17,183 Barclays PLC shares. Except as 
described in this note, there were no changes to the total beneficial interests of the 
non-executive Directors in the period from 31 December 2011 to 2 March 2012.
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Remuneration report continued

Letters of appointment 
The Group Chairman and non-executive Directors have individual letters of appointment. Each non-executive Director appointment is for an initial six 
year term, renewable for a single term of three years thereafter. For the Group Chairman the notice period from Barclays is 12 months, and potential 
compensation for loss of office is 12 months fees and contractual benefits. For non-executive Directors, the notice period from Barclays is six months 
and potential compensation for loss of office is six months fees. The effective dates of the letters of appointment are shown in Table 21. Sir Richard 
Broadbent resigned as a non-executive Director with effect from 30 September 2011 and did not receive a termination payment.  All current non-
executive Directors will be standing for re-election at the 2012 Annual General Meeting.

Total Shareholder Return
Figure 2 shows the value, at 31 December 2011, of £100 invested in Barclays on 31 December 2006 compared with the value of £100 invested in the 
FTSE 100 Index. The other points plotted are the values at intervening financial year ends. The FTSE 100 Index is a widely recognised performance 
comparison for large UK companies and this is why it has been chosen as a comparator to illustrate Barclays total shareholder return.

Table 21: Effective dates of letters of appointment

Effective
date

Group Chairman

Marcus Agius 1 January 2007

Non-executive Directors

David Booth 1 May 2007

Alison Carnwath 1 August 2010

Fulvio Conti 1 April 2006

Simon Fraser 10 March 2009

Reuben Jeffery III 16 July 2009

Sir Andrew Likierman 1 September 2004

Dambisa Moyo 1 May 2010

Sir Michael Rake 1 January 2008

Sir John Sunderland 1 June 2005

Sir Richard Broadbent 16 July 2009

Additional information on deferred bonuses
Deferred bonuses are payable only once an employee meets certain conditions, including a specified period of service, such that the related costs are 
recognised over that period. This creates a timing difference between the communication of the bonus pool (being the total bonus awards granted that 
are decided upon by management and approved by the Committee) and the charges that appear in the income statement for any year. As such, set 
out in Tables 22 to 24 are the components of remuneration that relate to management’s and the Board’s decisions on the bonus pool reconciled to the 
income statement charge, recognised in accordance with accounting standards.

Table 22: Years in which the income statement charge arises

Bonus Pool Component Expected Grant Date
Expected

Payment Date(s)1
Year(s) in which Income 
Statement Charge Arises2

Current year cash bonus • February 2012 • February 2012 • 2011

Current year share bonus • February/March 2012 • February 2012 to September 2012 • 2011

Deferred cash bonus • March 2012 • March 2013 (33.3%) • 2012 (48%)

• March 2014 (33.3%) • 2013 (35%)

• March 2015 (33.3%) • 2014 (15%)

• 2015 (2%)

Deferred share bonus • March 2012 • March 2013 (33.3%) • 2012 (48%)

• March 2014 (33.3%) • 2013 (35%)

• March 2015 (33.3%) • 2014 (15%)

• 2015 (2%)

Notes to Table 22:
1 Payments are subject to all performance conditions being met prior to the expected payment date. In addition, employees receiving a deferred cash bonus may be awarded a service credit 

of 10% of the initial value of the award at the time that the final instalment is made, subject to continued employment. 
2 The income statement charge is based on the period over which performance conditions are met.

Year ended 31 December £

06

Source: Datastream

07 08 09 10 11

100

100

72

25

44 43 29

107

77

98

110 108

FTSE 100 Index
Barclays PLC

Figure 2: Total Shareholder Return
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Table 23: Reconciliation of total incentive awards granted to income statement charge (audited)

Year Ended
31.12.11

£m

Year Ended
31.12.10

£m

Total incentive awards for 2011 2,578 3,484

Less: deferred bonuses awarded for 2011 (1,252) (1,177)

Add: current year charges for deferred bonuses from previous years 995 904

Other1 206 139

Income statement charge for performance costs 2,527 3,350

Note to Table 23:
1 Difference between incentive awards granted and income statement charge for sales commissions, commitments and other incentives.

Employees only become eligible to receive payment from a deferred bonus once all of the relevant conditions have been fulfilled, including the provision 
of services to the Group. The income statement charge for performance costs reflects the charge for employees’ actual services provided to the Group 
during the relevant calendar year (including where those services fulfil performance conditions relating to previously deferred bonuses). It does not 
include charges for deferred bonuses where performance conditions have not been met. As a consequence, while the 2011 incentive awards granted 
were down 26% compared to 2010, the income statement charge for performance costs was down 25%.

Table 24:  Income statement charge – total staff costs (audited)

Year Ended
31.12.11

£m

Year Ended
31.12.10

£m % Change

Performance costs 2,527 3,350 (25)

Salaries 6,277 6,151 2

Other share based payments 167 168 (1)

Social security costs 716 719 –

Post retirement benefits 727 528 38

Total compensation costs 10,414 10,916 (5)

Bank payroll tax 76 96 (21)

Other1 917 904 1

Non compensation costs 993 1,000 (1)

Total staff costs 11,407 11,916 (4)

Total staff costs reduced 4% to £11,407m, principally reflecting the £823m reduction in performance costs offset by the impact of a £304m pension 
credit recognised in 2010. Performance costs reduced 25% to £2,527m, principally reflecting reduced charges for current year cash bonuses.
It is currently anticipated that deferred bonuses will be charged to the income statement in the following years:

Actual Expected

Year in which income statement charge is expected to be taken for deferred bonuses2

Year Ended
31.12.10

£m

Year Ended
31.12.11

£m

Year Ended
31.12.12

£m
2013 and 

beyond

Deferred bonuses from 2009 and earlier bonus pools 904 405 139 23

Deferred bonuses from 2010 bonus pool – 590 387 205

Deferred bonuses from 2011 bonus pool – – 601 651

Income statement charge for deferred bonuses 904 995 1,127 879

Notes to Table 24:
1 Includes staff training, redundancy and recruitment.
2 The actual amount charged depends upon whether performance conditions have been met and will vary compared with the above expectation.

Salaries increased 2% to £6,277m in line with inflation on a moderately declining average headcount. The post retirement benefits charge increased 
38% to £727m reflecting the non-recurrence of a £304m credit in 2010. There have been no material changes or augmentations to any of the post 
retirement benefit programmes in 2011.

Glossary for Tables 1, 2, 4, 16, 22 and 23
 – Bonus pool as % of PBT (pre bonus): Calculated as bonus awards divided by profit before tax excluding the income statement charge for bonus awards.
 – Current year cash bonus: Bonus paid in cash on a discretionary basis in respect of performance in the period.
 – Current year share bonus: Bonus paid in shares on a discretionary basis in respect of performance in the period. The shares may be subject to a 

holding period and/or shareholding policy.
 – Deferred cash bonus: Award granted on a discretionary basis and paid in cash for, and subject to, future service over a period of three years.
 – Deferred share bonus: Award granted on a discretionary basis and paid in shares for, and subject to, future service over a period of three years.
 – Sales commissions, commitments and other incentives: Includes commission-based arrangements, guaranteed incentives and long term incentive 

plan awards.
 – Incentive awards: Total of current year and deferred bonus plus sales commissions, guaranteed incentives and long term incentive plan awards.
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Risk management

67 Risk management
68 Barclays risk management strategy
74 Risk factors

79 Credit risk management
79 Overview of Barclays Group credit risk exposures
86 Impairment charges
87 Credit risk management overview
92 Loans and advances to customers and banks
95 Potential credit risk loans
96 Retail credit risk
101 Wholesale credit risk
104 Credit quality of loans and advances
106 Debt securities
107 Derivatives
108 Reverse repurchase agreements and other 

financial assets
109 Other credit risk assets
110 Barclays Capital credit market exposures
112 Group exposures to selected Eurozone countries

121 Market risk
130 Funding risk – Capital
139 Funding risk – Liquidity 
151 Operational risk management
154 Supervision and regulation

Build a Bike

After completing the ‘Build a Bike’ course, students can keep the bikes  
that they have built, gaining access to affordable transport.
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Risk management
Barclays risk management strategy

At a strategic level, our risk management objectives are to:

 – Identify the Group’s significant risks; 

 – Formulate the Group’s risk appetite and ensure that business profile  
and plans are consistent with it;

 – Optimise risk/return decisions by taking them as closely as possible  
to the business, while establishing strong and independent review and 
challenge structures;

 – Ensure that business growth plans are properly supported by effective 
risk infrastructure; 

 – Manage risk profile to ensure that specific financial deliverables remain 
possible under a range of adverse business conditions; and

 – Help executives improve the control and co-ordination of risk taking 
across the business. 

The Group’s approach is to provide direction on: understanding the 
principal risks to achieving Group strategy; establishing risk appetite; and 
establishing and communicating the risk management framework. The 
process is then broken down into five steps: identify, assess, control, report 
and manage/challenge. Each of these steps is broken down further, to 
establish end-to-end activities within the risk management process and 
the infrastructure needed to support it (see panel below). The Group’s risk 
management strategy is broadly unchanged from 2010.

Assigning responsibilities

Responsibility for risk management resides at all levels within the Group, 
from the Board and the Executive Committee down through the 
organisation to each business manager and risk specialist. Barclays 
distributes these responsibilities so that risk/return decisions are taken  
at the most appropriate level; as close as possible to the business, and 
subject to robust and effective review and challenge. The responsibilities 
for effective review and challenges reside with senior managers, risk 
oversight committees, Barclays Internal Audit, the independent Group  
Risk function, the Board Risk Committee and, ultimately, the Board.

The Board is responsible for approving risk appetite (see page 71), which 
is the level of risk the Group chooses to take in pursuit of its business 
objectives. The Chief Risk Officer regularly presents a report to the Board 
summarising developments in the risk environment and performance 
trends in the key portfolios. The Board is also responsible for the Internal 
Control and Assurance Framework (Group Control Framework). It oversees 
the management of the most significant risks through the regular review 
of risk exposures and related key controls. Executive management 
responsibilities relating to this are set via the Group’s Principal Risks Policy.

Barclays risk management strategy

Barclays has clear risk management objectives and a well-established strategy to deliver them, 

through core risk management processes. 

Steps Activity

Identify  – Establish the process for identifying and understanding business-level risks.

Assess  – Agree and implement measurement and reporting standards and methodologies.

Control  – Establish key control processes and practices, including limit structures, impairment allowance 
criteria and reporting requirements.

 – Monitor the operation of the controls and adherence to risk direction and limits.
 – Provide early warning of control or appetite breaches.
 – Ensure that risk management practices and conditions are appropriate for the business 

environment.

Report  – Interpret and report on risk exposures, concentrations and risk-taking outcomes.
 – Interpret and report on sensitivities and Key Risk Indicators.
 – Communicate with external parties.

Manage and Challenge  – Review and challenge all aspects of the Group’s risk profile.
 – Assess new risk-return opportunities.
 – Advise on optimising the Group’s risk profile.
 – Review and challenge risk management practices.
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Governance structure at Group level

Board oversight

Assurance

Board Audit 
Committee

Board Risk 
Committee

Assurance Reporting and control

Board

Internal Audit

Chief Executive
Group Executive Committee

Governance and Control Committee

Authority controls appetite

Board Remuneration 
Committee

– Approves overall Group Risk Appetite.

Board Corporate
Governance and
Nominations
Committee

Board Citizenship 
Committee

– Reviews the adequacy and effectiveness of the 
Group Control Framework.

– Monitors compliance with the Framework 
including remediation of significant control issues. 

– Reviews reports on control issues of Group-level 
significance.

– Monitors and manages risk adjusted performance of businesses.

– Monitors risk profile in respect to risk appetite.
– Debates and agrees actions on the financial risk 

profile and risk strategy across the Group.
– Considers issues escalated by Risk Type Heads 

and Business Risk Directors.

Credit Risk Market Risk

Financial Risk 
Committee

Funding Risk

– Sets policy/controls for 
liquidity, maturity 
transformation and structural 
interest rate exposure. 

– Monitors the Group’s liquidity 
and interest rate maturity 
mismatch.

– Monitors usage of regulatory 
and economic capital.

– Oversees the management of 
the Group’s capital plan.

– Assesses the adequacy and effectiveness 
of the Group Control Framework.

– Assesses management assurance processes.

Treasury 
Committee

Operational Risk 

– Reviews, challenges and 
recommends appetite for 
Operational Risk.

– Monitors risk profile against 
risk appetite for relevant Key 
Risk types.

– Reviews the Group's aggregate 
Operational Risk profile.

– Reviews and challenges 
presentations on individual Key 
Risk types.

– Monitors the tax risk profile in 
respect of risk appetite.

– Assesses the quality of the 
application of the control 
framework.

– Considers issues that arise as a 
result of developing trends.

Operational Risk 
Committee

Tax Risk 
Committee

– Reviews Board composition 
and recommends new 
appointments.

– Considers succession 
plans for Chairman, 
Chief Executive and 
Executive Committee.

– Oversees annual Board 
performance review.

– Considers the adequacy 
and effectiveness of the 
Group Control Framework.

– Reviews reports on control 
issues of Group-level 
significance.

– Reviews the Group 
risk profile.

– Approves the Group 
Control Framework.

– Approves minimum 
control requirements 
for principal risks.

– Reviews remuneration 
principles and approach.

– Approves remuneration 
based on risk-adjusted 
performance.

– Reviews and approves 
overall Citizenship strategy 
and associated policies.

– Monitors, considers and 
evaluates reputational risk 
issues and exposures.
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Risk management
Barclays risk management strategy continued

The Board Risk Committee (BRC) monitors the Group’s risk profile against 
the agreed appetite. Where actual performance differs from expectations, 
the actions being taken by management are reviewed to ensure that 
the BRC is comfortable with them. After each meeting, the Chair of the 
BRC prepares a report for the next meeting of the Board. Barclays first 
established a separate Board Risk Committee in 1999 and all members are 
non-executive directors. The Finance Director and the Chief Risk Officer 
attend each meeting as a matter of course. The BRC receives regular and 
comprehensive reports on risk methodologies and the Group’s risk profile 
including the key issues affecting each business portfolio and forward risk 
trends. The Committee also commissions in-depth analyses of significant 
risk topics, which are presented by the Chief Risk Officer or senior risk 
managers in the businesses. Further details are provided on pages 43 to 44.

The Board Audit Committee receives quarterly reports on control issues 
of significance and a half-yearly review of the adequacy of impairment 
allowances, which it reviews relative to the risk inherent in the portfolios, 
the business environment, the Group’s policies and methodologies and the 
performance trends of peer banks. The Chair of the Board Audit Committee 
also sits on the BRC.  Further details are provided on pages 40 to 42. 

The Board Citizenship Committee provides oversight of reputational risk 
management and reviews emerging issues with potentially significant 
reputational impact. The Committee also reviews performance against 
Citizenship priorities, looking at the way we do business, how we are 
contributing to growth in the real economy, and supporting communities 
through investment programmes and efforts of employees. Further detail 
is provided on pages 18 and 32.

The Board Remuneration Committee receives a detailed report on risk 
management performance from the BRC which is considered in the 
setting of performance objectives in the context of incentive packages.  
Further details are provided on pages 54 to 65.

The Board Corporate Governance and Nominations Committee has a key 
role in reviewing new appointments and succession plans to ensure that 
we have a Board and an executive management team with the 
appropriate skills, knowledge and experience to operate effectively in an 
ever challenging environment. Further details on the Committee are 
included on pages 38 and 39.

Summaries of the relevant business, professional and risk management 
experience of the Directors of the Board are given on pages 50 to 52. The 
terms of reference for each of the principal Board Committees are available 
from the Corporate Governance section at: http://group.barclays.com/
About-us/Management-structure/Corporate-governance.

The Chief Risk Officer is a member of the Executive Committee and has 
overall day-to-day accountability for risk management under delegated 
authority from the Chief Executive. The Chief Executive must consult the 
Chairman of the Board Risk Committee in respect of the Chief Risk 
Officer’s performance appraisal and compensation as well as all 
appointments to or departures from the role.

The Chief Risk Officer manages the independent Group Risk function and 
chairs the Financial Risk Committee and the Operational Risk Committee, 
which monitor the Group’s financial and non-financial risk profile relative 
to established risk appetite. Reporting to the Chief Risk Officer, and 
working in the Group Risk function, are risk-type heads for retail credit risk, 
wholesale credit risk, market risk, operational risk and fraud risk. Along 
with their teams, the risk-type heads are responsible for establishing a 
Group-wide framework for oversight of the risks and controls of their risk 
type. These risk-type teams liaise with each business as part of the 
monitoring and management processes.

In addition, each business unit has an embedded risk management 
function, headed by a Business Chief Risk Officer (BCRO). BCROs and their 
teams are responsible for assisting business heads in the identification 

and management of their business risk profiles and for implementing 
appropriate controls. These teams also assist Group Risk in the 
formulation of Group policies and their implementation across the 
businesses. The business risk directors report jointly to their respective 
business heads and to the Chief Risk Officer.

The risk type heads within the central Group Risk function and the BCROs 
within the business units report to the Chief Risk Officer and are members 
of the Financial Risk Committee or Operational Risk Committee as 
appropriate.

For further details on the management of each of the Principal Risks, see 
pages 74 to 78.

Internal Audit is responsible for the independent review of risk 
management and the control environment. Its objective is to provide 
reliable, valued and timely assurance to the Board and Executive 
Management over the effectiveness of controls, mitigating current and 
evolving high risks and in so doing enhancing the controls culture within 
the Group. The Board Audit Committee reviews and approves Internal 
Audit’s plans and resources, and evaluates the effectiveness of Internal 
Audit. An assessment by external advisers is also carried out periodically.

Risk management responsibilities are laid out in the Principal Risks Policy, 
which covers the categories of risk in which Barclays has its most 
significant actual or potential risk exposures. 

The Principal Risks Framework:

 – creates clear ownership and accountability;

 – ensures the Group’s most significant risk exposures are understood and 
managed in accordance with agreed risk appetite (for financial risks) 
and risk tolerances (for non-financial risks); and

 – ensures regular reporting of both risk exposures and the operating 
effectiveness of controls.

Each Principal Risk comprises individual Key Risk Types. During 2011, the 
Principal Risks Policy was updated, resulting in risks being grouped into 
four categories with no significant change to the underlying risk types. 
The four Principal Risks are : Credit, Market, Funding and Operational, 
each owned by a senior individual within the Group Risk function  
known as the Group Principal Risk Owner. The first three Principal Risks 
are risks that Barclays actively seeks to manage and have direct income 
implications. The fourth Principal Risk relates to operational risks,  
exposure which arises directly from undertaking business processes  
in support of Barclays activities, which the Group seeks to minimise. 

The five steps required by the Principal Risks Policy are: Identify, Assess, 
Control, Report, and Manage and Challenge (see page 68 for more detail).

Each Key Risk is owned by a senior individual known as the Group Key Risk 
Owner who is responsible for proposing a risk appetite statement and 
managing the risk in line with the Principal Risks Policy. This includes the 
documentation, communication and maintenance of a risk control 
framework which makes clear, for every business across the firm, the 
mandated control requirements in managing exposures to that Key Risk.

These control requirements are given further specification, according to 
the business unit or risk type, to provide a complete and appropriate 
system of internal control. 

Business Unit and Group Centre function heads are responsible for 
obtaining ongoing assurance that the key controls they have put in place 
to manage the risks to their business objectives are operating effectively. 
Six-monthly reviews support the regulatory requirement for Barclays to 
make its annual external statement about its system of internal controls.
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Group Key Risk Owners report their assessments of the risk exposure and 
control effectiveness to Group-level oversight committees and their 
assessments form the basis of the reports that go to the Board Risk 
Committee (see chart on page 69): 

 – Financial Risk Committee has oversight of Credit and Market Risks;

 – Treasury Committee has oversight of Funding Risk; and, 

 – Operational Risk Committee has oversight of all Operational Risk types, 
with the exception of Tax Risk, which is overseen by the Tax Risk 
Committee. 

Each Group Key Risk Owner also undertakes an annual programme of 
risk-based conformance reviews.  

Risk management in the setting of strategy
The planning cycle is centred on the medium-term planning (MTP) 
process, performed once a year. This sets out the Group’s objectives  
in detailed plans which take account of the likely business environment.  
The risk functions at Group and business levels are heavily involved in  
this process.

In addition to supporting transaction decisions, the measurement and 
control of credit, market, operational and other risks have considerable 
influence on Barclays strategy. The Board is solely responsible for 
approving the MTP, the associated risk appetite statement, and the capital 
plans. As such, the business plans of Barclays must incur a level of risk 
that falls within the Board’s tolerance, or be modified accordingly. The BRC 
has been in place since 1999 and is devoted to review the firm’s risk and 
make appropriate recommendations to the Board. For details of the 
activities of the Board and the BRC in 2011 see pages 35 and 43 to 44.

The risk appetite and the Group-wide stress testing processes, described 
below, are closely linked to the MTP process and also support strategic 
planning and capital adequacy. The risk appetite process ensures that 
senior management and the Board understand the Plan’s sensitivities to 
key risk types, and includes a set of mandate and scale limits to ensure the 
Group stays within appetite. Stress testing informs management on the 
impact to the business of detailed scenarios. Integral to the Group-wide 
stress testing process is a set of actions that management would take to 
mitigate the impact of a stress.

One of the main objectives of managing risk is to ensure that Barclays 
achieves an adequate balance between capital requirements and 
resources. The capital planning cycle is fully integrated within strategic 
planning. 

MTP process
The MTP process, performed annually, requires each business unit to 
present its plans for business performance over the coming three years. 
Achieving the planned performance in each business is dependent upon 
the ability of the business to manage its risks. It is an iterative process 
featuring weekly reviews at the most senior levels as the plan is updated 
until final agreement. The output includes a detailed statement of the 
group’s strategy over the medium-term, as well as detailed financial 
projections.

Risk managers support the MTP by providing robust review and challenge 
of the business plans to ensure that the financial projections are internally 
consistent, achievable given risk management capabilities and that they 
present a suitable balance between risk and reward. This culminates in the 
Risk Executive Dialogue process in which the Chief Risk Officer and senior 
management in each of our businesses discuss the findings from the risk 
reviews, and changes to the business plans are mandated as necessary.

The business plans are prepared with reference to a consistent set of 
economic assumptions which are reviewed within Group Risk to ensure 
that they appropriately reflect emerging risk trends. They are used as 
baseline scenarios in the stress testing and risk appetite processes.

The output from the business plan forms the basis of all strategic 
processes. In particular, the plans comprise projections of capital resources 
and requirements given profit generation, dividend policy and capital 
issuance. Risk variables are also considered, most importantly in the 
forecasting of the Group’s impairment charge, and in sensitivity analyses 
of the plans (which include risk appetite and stress testing).

Risk appetite
Risk appetite is defined as the level of risk that Barclays is prepared to 
sustain whilst pursuing its business strategy, recognising a range of 
possible outcomes as business plans are implemented. Barclays 
framework combines a top-down view of its capacity to take risk with a 
bottom-up view of the business risk profile associated with each business 
area’s medium term plans. The appetite is ultimately approved by the 
Board.

Taken as a whole, the risk appetite framework provides a basis for the 
allocation of risk capacity across Barclays Group and consists of two 
elements: ‘Financial Volatility’ and ‘Mandate & Scale’.

Financial volatility
Financial volatility is defined as the level of potential deviation from 
expected financial performance that Barclays is prepared to sustain at 
relevant points on the risk profile. The Board sets the Group’s financial 
volatility risk appetite in terms of broad, top down, financial objectives for 
a through-the-cycle, a moderate stress and a severe stress events; these 
scenarios are defined more generically through a level of probability of 
occurrence rather than through a specific set of economic variables like  
in stress tests. Our top-down appetite is quantified through an array of 
financial performance and capital metrics which are reviewed on an 
annual basis.

The Group’s risk profile is assessed via a ‘bottom-up’ analysis of the 
Group’s business plans to establish the volatility of the key metrics. If 
the projections entail too high a level of risk (i.e. breach the top-down 
financial objectives at the through-the-cycle, moderate or severe level), 
management will challenge each area to rebalance the risk profile to bring 
the bottom-up risk appetite back within top-down appetite. Performance 
against risk appetite usage is measured and reported to the Executive 
Committee and the Board regularly throughout the year.
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Risk management
Barclays risk management strategy continued

To measure the risk entailed by the business plans, management 
estimates potential earnings volatility from each business under various 
scenarios:

 – through-the-cycle: the average losses based on measurements over 
many years;

 – 1 in 7 (moderate) loss: the worst level of losses out of a random sample 
of 7 years; and 

 – 1 in 25 (severe) loss: the worst level of losses out of a random sample 
of 25 years. 

These potentially larger but increasingly less likely levels of loss are 
illustrated in the risk appetite concepts chart on page 71. Since the level of 
loss at any given probability is dependent on the portfolio of exposures in 
each business, the statistical measurement for each key risk category 
gives the Group clearer sight and better control of risk-taking throughout 
the enterprise. Specifically, Barclays believes that this framework enables it 
to:

 – improve management confidence and debate regarding the Group’s  
risk profile;

 – re-balance the risk profile of the MTP where breaches are indicated, 
thereby achieving a superior risk-return profile;

 – identify unused risk capacity, and thus highlight the need to identify 
further profitable opportunities; and

 – improve executive management control and co-ordination of risk-taking 
across businesses.

Mandate & scale
The second element to the setting of risk appetite in Barclays is an 
extensive system of Mandate & Scale limits, which is a risk management 
approach that seeks to formally review and control business activities to 
ensure that they are within Barclays mandate (i.e. aligned to the 
expectations of external stakeholders), and are of an appropriate scale 
(relative to the risk and reward of the underlying activities). Barclays 
achieves this by using limits and triggers to avoid concentrations which 
would be out of line with external expectations, and which may lead to 
unexpected losses of a scale that would be detrimental to the stability  
of the relevant business line or the Group. These limits are set by the 
independent Risk function, formally monitored each month and subject  
to Board-level oversight.

For example, in our commercial property finance and construction 
portfolios, a comprehensive series of limits are in place to control exposure 
within each business and geographic sector. To ensure that limits are 
aligned to the underlying risk characteristics, the Mandate & Scale limits 
differentiate between types of exposure. There are, for example, individual 
limits for property investment and property development, and for senior 
and subordinated lending. Property limits have been managed down 
through the course of 2011, with decreases evident across most 
businesses and geographic segments, particularly in South Africa and 
Europe.

Barclays uses the Mandate & Scale framework to:

 – limit concentration risk;

 – keep business activities within Group and individual business mandate;

 – ensure activities remain of an appropriate scale relative to the 
underlying risk and reward; and 

 – ensure risk-taking is supported by appropriate expertise and 
capabilities.

As well as Group-level Mandate & Scale limits, further limits are set by risk 
managers within each business unit, covering particular portfolios.

Stress testing
Group-wide stress tests are an integral part of the annual MTP process 
and annual review of Barclays risk appetite and ensure that Barclays 
financial position and risk profile provide sufficient resilience to withstand 
the impact of stress.

The BRC agrees the range of scenarios to be tested and the independent 
Group Risk function leads the process. Barclays macroeconomic stress 
test scenarios are designed to be both severe and plausible and can 
include specific ad hoc scenarios, for example, a Euro break-up scenario. 
Barclays scenarios have been tested against the FSA’s scenario framework 
and were shown to be appropriately conservative.

At the Group level, stress test scenarios capture a wide range of 
macroeconomic variables that are relevant to the current environment, 
such as GDP, unemployment, asset prices, foreign exchange rates and 
interest rates. 

The stress testing process is detailed and comprehensive using bottom-up 
analysis performed by each of Barclays businesses, and includes all 
aspects of the Group’s balance sheet across all risk types and is forward 
looking over a five year period. The businesses’ stress test results are 
subject to a detailed review and challenge both within the businesses and 
by Barclays Group Functions. The impact on profitability, capital and 
liquidity are documented and presented to the Executive Committee, the 
BRC, the Board and the FSA. Should the BRC find that the impact falls 
outside of its expectations, the business plans will be appropriately 
amended.

In addition, the framework also includes reverse stress testing techniques 
which aim to identify the increased severity that would be needed over 
and above the stressed scenarios to result in the business model being no 
longer viable, for example, extreme macroeconomic downturn scenarios 
or specific idiosyncratic events. This is used to help support ongoing risk 
management and is fully integrated into the risk appetite framework.  

Barclays also uses stress testing techniques at portfolio and product level 
to support risk management. For example, portfolio management in the 
US cards business employs stressed assumptions of unemployment to 
determine profitability hurdles for new accounts. In the UK mortgage 
business, affordability thresholds incorporate stressed estimates of interest 
rates. In Barclays Capital, global scenario testing is used to gauge potential 
losses that could arise in conditions of extreme market stress. Stress 
testing is also conducted on positions in particular asset classes, including 
interest rates, commodities, equities, credit and foreign exchange. 

During 2011, along with 91 other banks, Barclays was included in the 
European Banking Authority stress test. The stress test was designed to 
assess the resilience of the EU banking sector and each of the selected 
banks’ ability to absorb possible shocks on credit and market risks, 
including sovereign risks. The results supported Barclays own internal view 
that Barclays is well placed to withstand economic stress.

Information on the Group’s stress testing specifically relating to liquidity 
risk is set out on pages 142 to 143.
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Modelling of risk

Barclays makes extensive use of quantitative estimates of the risks it  
takes in the course of its business. Risk models are used in a wide range  
of decisions, from credit grading, pricing and approval to portfolio 
management, risk appetite setting, economic capital allocation and 
regulatory capital calculations. The types of risks that are covered by  
such models include credit, market and operational risks.

The Group uses a wide range of models including estimations of 
Probability of Default (PD), Exposure at Default (EAD) and Loss Given 
Default (LGD), as well as those covering other types. The models are 
developed and owned by each business unit. The risk of loss through 
model failure is minimised through the Group Model Risk Policy (GMRP) 
which is managed by the independent Group Risk function and is 
reviewed annually. 

The GMRP helps reduce the potential for model failure by setting 
Group-wide minimum standards for the model development and 
implementation process. The GMRP also sets the governance processes 
for models across the Group, which allows model performance and risk  
to be monitored, and seeks to identify and escalate any potential problems 
at an early stage.

To ensure that the governance process is focused on the more material 
models, each model is provided with a materiality rating. The GMRP 
defines the materiality ranges for all model types, based on an assessment 
of the impact to the Group in the event of a model error. The final level of 
model sign-off is based on materiality, with all of a business unit’s models 
initially being approved in business unit committees. The more material 
models are also approved at the Group Material Models Technical 
Committee, and the most material models require further approval by the 
Executive Models Committee. This process ensures that the most 
significant models are subject to the most rigorous review, and that senior 
management has a good understanding of the most material models in 
the Group. Although the final level of model sign-off will vary, depending 
on model materiality, the standards required by the GMRP do not change 
with the materiality level. 

The GMRP also sets standards that a model must meet during 
development and subsequent use. For new models, documentation must 
be sufficiently detailed to allow an expert to understand all aspects of 
model development, including a description of the data used for model 
development, the methodology used (and the rationale for choosing such 
a methodology), a description of any assumptions made and details of the 
strengths and weaknesses of the model.

All new models are subject to validation before they can be signed off for 
implementation. The model validation exercise must demonstrate that the 
model is fit for purpose and provides accurate estimates. Independent 
reviews ensure that the model development has followed a robust process 
and that the standards of the GMRP have been met, as well as ensuring 
that the model satisfies business and regulatory requirements. In addition, 
the most material models are subject to independent review by Group 
Risk. Once implemented, all models are subject to post-implementation 
review. This confirms that the model has been implemented correctly and 
behaves as predicted. 

The GMRP sets the requirements for ongoing performance monitoring. 
Once implemented, all models are subject to ongoing performance 
monitoring to ensure that any deficiencies are identified early, and that 
remedial action can be taken before the decision-making process is 
affected. As part of this process, model owners set performance triggers 
and define appropriate actions in the event that a trigger level is breached. 

In addition to regular monitoring, models are subject to an annual 
validation process to ensure that they will continue to perform as 
expected, and that assumptions used in model development are still 
appropriate. In line with initial sign-off requirements, annual validations  
are also formally reviewed at the appropriate technical committee. 

Within Barclays Capital, where models are used to value positions within 
the trading book, the positions are subject to regular independent price 
testing, which covers all trading positions. Prices are compared with direct 
external market data where possible or if not possible, more analytic 
techniques are used, such as industry consensus pricing services. These 
services enable peer banks to compare structured products and model 
input parameters on an anonymous basis. Conclusions and any 
exceptions to this exercise are communicated to senior business 
management. 

Externally developed models must be approved for use following the 
validation and independent review and are subject to the same 
governance standards as internal models, including ongoing monitoring 
and annual validation requirements.     

Model Governance

Group Risk Technical Committee

Executive Models CommitteeFinancial Risk Committee

Group Material Models 
Technical Committee

Business Unit Technical Committee

Oversight and Policy Model Sign-off
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During 2011, the Principal Risks Policy was updated, resulting in risks being 
grouped into four categories with no significant change to the underlying 
risk types. Definitions of the four Principal Risks are provided on pages 75 
to 78. This summary also includes discussions of the impact of business 
conditions and the general economy and regulatory changes which  
can impact risk factors and so influence the Group’s results. The Principal 
Risks described below can also potentially impact the Group’s reputation 
and brand.

The following information describes the risk factors which the Group 
believes could cause its future results to differ materially from 
expectations. However, other factors could also adversely affect the 
Group’s results and so the factors discussed in this report should not be 
considered to be a complete set of all potential risks and uncertainties. 

Business conditions and the general economy 
The Group has significant activities in a large number of countries. 
Consequently there are many ways in which changes in business 
conditions and the general economy can adversely impact profitability, 
whether at Group level, the individual business units or specific countries 
of operation. 

During 2011, the economic environment in Barclays main markets was 
marked by generally weaker than expected growth and the ongoing 
sovereign debt crisis in the Eurozone. In the UK, the economy recovered 
slightly during 2011 although GDP declined slightly in the fourth quarter 
leading to uncertainty in the near term. The potential for persistent 
unemployment, higher interest rates and rising inflation may increase the 
pressure on disposable incomes, affecting an individual’s debt service 
ability with the potential to adversely impact performance in the Group’s 
retail sector. US economic conditions were better than the UK in 2011. 
However, unemployment is still high, which increases uncertainty in the 
near term. Credit conditions in Europe remain weak and a depressed 
housing sector and high unemployment may, in the near term, adversely 
affect Barclays business operations in this region. The global wholesale 
environment has been affected by the sovereign debt crisis and the 
business confidence has generally declined. Performance in the near term, 
therefore, remains uncertain.

The business conditions facing the Group in 2012 globally and in many 
markets in which the Group operates are subject to significant 
uncertainties which may in some cases lead to material adverse impacts 
on the Group’s operations, financial condition and prospects including, 
for example, changes in credit ratings, share price and solvency of 
counterparties as well as higher levels of impairment, lower revenues  
or higher costs. 

Significant uncertainties by Principal Risk include:

Credit risk
 – Impact of potentially deteriorating sovereign credit quality, particularly 

debt servicing and refinancing capability;

 – Extent and sustainability of economic recovery, including impact  
of austerity measures on the European economies;

 – Increase in unemployment due to weaker economies in a number  
of countries in which the Group operates, fiscal tightening and other 
measures;

 – Impact of rising inflation and potential interest rate rises on consumer 
debt affordability and corporate profitability;

 – Possibility of further falls in residential property prices in the UK, South 
Africa and Western Europe;

 – Potential liquidity shortages increasing counterparty risks;

 – Potential for large single name losses and deterioration in specific 
sectors and geographies;

 – Possible deterioration in remaining credit market exposures; and

 – Potential exit of one or more countries from the Euro as a result of the 
European debt crisis.

Market risk
 – Reduced client activity leading to lower revenues; 

 – Decreases in market liquidity due to economic uncertainty;

 – Impact on banking book income from uncertain interest and exchange 
rate environment; and

 – Asset returns underperforming pension liabilities.

Funding risk
 – Impact of Basel 3 as regulatory rules are finalised;

 – Impacts on capital ratios from weak profit performance;

 – Availability and volatility in cost of funding due to economic uncertainty; 
and

 – Reduction in available depositor and wholesale funding.

Operational risk
 – Implementation of strategic change and integration programmes across 

the Group;

 – Continued regulatory and political focus, driven by the global economic 
climate;

 – Impact of new, wide ranging, legislation in various countries coupled 
with changing regulatory landscape;

 – Increasingly litigious environment; and

 – The crisis management agenda and breadth of regulatory change 
required in global financial institutions.

Risk factors

The Group’s approach to identifying, assessing, controlling, reporting and managing risks  

is formalised in its Principal Risks framework and supporting processes.

Risk management
Risk factors
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1. Credit risk

Credit Risk is the risk of the Group suffering financial loss if any of its 
customers, clients or market counterparties fails to fulfil their contractual 
obligations to the Group.

The credit risk that the Group faces arises mainly from wholesale and 
retail loans and advances together with the counterparty credit risk arising 
from derivative contracts entered into with its clients. Other sources of 
credit risk arise from trading activities, including debt securities, 
settlement balances with market counterparties, available for sale assets 
and reverse repurchase loans. It can also arise when an entity’s credit 
rating is downgraded, leading to a fall in the value of Barclays investment 
in its issued financial instruments.

Risk management
The Board and management have established a number of key 
committees to review credit risk management, approve overall Group 
credit policy and resolve all significant credit policy issues. These comprise: 
the BRC, the Financial Risk Committee, the Wholesale Credit Risk 
Management Committee and the Retail Credit Risk Committee. 

Barclays constantly reviews its concentration in a number of areas 
including, for example, portfolio segments, geography, maturity, industry 
and credit rating.

Diversification is achieved through setting maximum exposure guidelines 
and mandate and scale limits to portfolio segments, individual 
counterparties, sectors and countries, with excesses reported to the 
Financial Risk Committee and the BRC. 

For further information see Credit Risk Management (pages 79 to 120).

Key specific risks and mitigation
Specific areas and scenarios where credit risk could lead to higher 
impairment charges in future years include: 

Sovereign risk
Fiscal deficits continue to remain high, leading to high levels of public debt 
in some countries at a time of modest GDP growth. This has led to a loss 
of market confidence in certain countries to which the Group is exposed 
causing deteriorating sovereign credit quality, particularly in relation to 
debt servicing and refinancing. The Group has put certain countries on 
watch list status with detailed monthly reporting to the Wholesale Credit 
Risk Management Committee. 

For further information see Group exposures to selected Eurozone 
countries (pages 112 to 120).

Economic weakness
The implementation of austerity measures to tackle high levels of public 
debt has negatively impacted economic growth and led to rising 
unemployment in some European countries and the monetary, interest 
rate and other policies of central banks and regulatory authorities may also 
have a significant adverse effect on a number of countries in which the 
Group operates.

The threat of weaker economies in a number of countries in which the 
Group operates could lead to even higher increasing levels of 
unemployment, rising inflation, potentially higher interest rates and falling 
property prices. For example, the Spanish and Portuguese housing sectors 
continue to be depressed, impacting the Group’s wholesale and retail 
credit risk exposures.

The Group has experienced elevated impairment across its operations in 
these two regions, although impairment in Spain decreased in 2011, 
following a marked reduction in construction activity and shrinking 
consumer spending. The Group has reduced its credit risk appetite to the 
most severely affected segments of the economy. In Spain, new lending to 
the property and construction sector ceased and workout team resources 
have been increased significantly. 

In addition, if funding capacity in either the wholesale markets or central 
bank operations were to change significantly, liquidity shortages could 
result which may lead to increased counterparty risk with other financial 
institutions. This could also have an impact on refinancing risks in the 
corporate and retail sectors. The Group continues to actively manage this 
risk including through its extensive system of Mandate and Scale limits.

For further information see Retail Credit Risk and Wholesale Credit Risk 
(pages 96 to 103).

Eurozone crisis
Concerns about credit risk (including that of sovereigns) and the Eurozone 
crisis remain very high. The large sovereign debts and/or fiscal deficits of a 
number of European countries have raised concerns regarding the 
financial condition of financial institutions, insurers and other corporates 
(i) located in these countries; (ii) that have direct or indirect exposure to 
these countries (both to sovereign debt and private sector debt); and/or 
(iii) whose banks, counterparties, custodians, customers, service 
providers, sources of funding and/or suppliers have direct or indirect 
exposure to these countries. The default, or a further decline in the credit 
rating, of one or more sovereigns or financial institutions could cause 
severe stress in the financial system generally and could adversely affect 
the markets in which the Group operates and the businesses, economic 
condition and prospects of the Group’s counterparties, customers, 
suppliers or creditors, directly or indirectly, in ways which it is difficult  
to predict.

For further information see Group exposures to selected Eurozone 
countries (pages 112 to 120).

Credit market exposures
Barclays Capital holds certain exposures to credit markets that became 
illiquid during 2007. These exposures primarily relate to commercial real 
estate and leveraged finance loans. The Group continues to actively 
manage down these exposures. 

For further information see Barclays Capital Credit Market Exposures 
(pages 110 to 111).
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Risk management
Risk factors continued

2. Market risk

Market Risk is the risk of the Group suffering financial loss due to the 
Group being unable to hedge its balance sheet at prevailing market levels.   

The Group can be impacted by changes in both the level and volatility of 
prices e.g. interest rates, credit spreads, commodity prices, equity prices 
and foreign exchange rates. 

The risk is reported as Traded Risk where Barclays supports customer 
activity primarily via Barclays Capital; Non-Traded Risk to support 
customer products primarily in the retail bank; and Pension Risk where  
the investment profile is reviewed versus the defined benefit scheme.

Risk management
The Board approves Market Risk appetite for trading and non-trading 
activities, with limits set within this context by the Group Market Risk 
Director. 

Group Risk is responsible for the overall Barclays Market Risk Control 
Framework which implements the five step risk management process.

Business specific Market Risk teams are responsible for implementing  
the Control Framework. Oversight and challenge is provided by business 
committees, group committees and the central Group Market Risk team.

For further information see Market Risk (pages 121 to 129).

Key specific risks and mitigation
Specific areas and scenarios where market risk could lead to lower 
revenues in future years include:

Reduced client activity and decreased market liquidity
While the Group is exposed to continued market volatility, Barclays 
Capital’s trading activities are principally a consequence of supporting 
customer activity.

The impact of ongoing economic uncertainty on client volumes, reduced 
market liquidity and higher volatility could lead to lower revenues. The cost 
base and risk positions are constantly reviewed to ensure that they are 
calibrated appropriately. The portfolios are constantly reviewed to ensure 
that inventories are sized appropriately to support customer activity taking 
into account market volatility.

For further information see Market Risk (pages 121 to 129).

Non-traded interest rate risk
Interest rate volatility can impact the firm’s net interest margin. The 
potential for future volatility and margin changes remain and it is difficult 
to predict with any accuracy, changes in absolute interest rate levels, yield 
curves and spread.  

For further information see Market Risk (pages 121 to 129).

Pension fund risk
Adverse movements between pension assets and liabilities for defined 
benefit could contribute to a pension deficit. Barclays and the Pension 
Trustees dedicated Investment Management team constantly review the 
asset liability mismatch to ensure appropriate investment strategy.

For further information see Market Risk (pages 121 to 129) and Note 39.

3. Funding risk

Funding Risk is the risk that the Group is unable to achieve its business 
plans due to liquidity risk and capital risk or the management of structural 
balance sheet risks.

Liquidity Risk is the risk that the Group is unable to meet its obligations as 
they fall due resulting in: an inability to support normal business activity; 
failing to meet liquidity regulatory requirements; or changes to credit 
ratings.

Capital Risk is the risk that the Group is unable to maintain appropriate 
capital ratios which could lead to an inability to support business activity; 
failing to meet regulatory requirements; or changes to credit ratings.

Structural Risk relates to the management of non-contractual risks and 
predominantly arises from the impact on the Group’s balance sheet of 
changes in primarily interest rates on income or foreign exchange rates  
on capital ratios.

Risk management
The Board approves the Group’s Liquidity Risk Appetite, Capital Plan  
and approach for Structural Hedging.

Group Risk provides oversight review and challenge to the Liquidity, 
Capital and Structural Risk Control Frameworks. The Risk function also 
provides direct input into as well as approval of various aspects of the 
calibration, calculation and reporting for these key risks.

Group Treasury has responsibility for implementing the Key Risk control 
frameworks for Liquidity, Capital and Structural Risks at both the Group 
and Legal Entity level and for ensuring that the firm maintains compliance 
with all local regulatory minimum limit requirements relating to these key 
risks.

Oversight and challenge is provided by local and Group Asset Liability 
Committees all reporting up to Group Treasury Committee which meets  
at least monthly.

For further information see Funding risk – Capital (pages 130 to 138)  
and Funding risk – Liquidity (pages 139 to 150).

Key specific risks and mitigation
Specific areas and scenarios where funding risk could lead to higher costs 
or limit Barclays ability to execute its business plans include: 

Increasing capital requirements 
There are a number of regulatory developments that impact capital 
requirements. Most significantly Basel 3 as adopted into EU law through 
the fourth Capital Requirements Directive (CRD4) and Capital 
Requirements Regulation which are still going through the EU legislative 
process. Additional capital requirements may arise from other proposals 
including the recommendations of the Independent Commission on 
Banking. 

Barclays continues to prepare for the implementation of CRD4 and 
includes the estimated impact of future regulatory changes in its capital 
planning framework.  Current forecasts already include the impact of Basel 
3 as currently understood, and forecasts will be continually updated as 
CRD4 and other proposals for regulatory developments are finalised. 
Further detail on the regulatory developments impacting capital is 
included on pages 137 to 138. 
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Maintaining capital strength
A material adverse deterioration in the Group’s financial performance can 
affect the capacity to support further capital deployment. The Capital Plan 
is continually monitored against the internal target capital ratios with Risk, 
the business and legal entities through a proactive and forward looking 
approach to capital risk management which ensures that the Plan remains 
appropriate. The capital management process also includes an internal 
and regulatory stress testing process which informs the Group capital 
plan. Further detail on the Group’s regulatory capital resources is included 
on pages 130 to 138.

Changes in funding availability and costs
Market liquidity, the level of customer deposits and the Group’s ability  
to raise wholesale funding impacts both the Group’s net interest margin, 
which is sensitive to volatility in cost of funding, and its ability to both  
fulfil its obligations and support client lending, trading activities and 
investments. Large unexpected outflows, for example from customer 
withdrawals, ratings downgrades or loan drawdowns, could also result in 
forced reduction in the balance sheet, inability to fulfil lending obligations 
and regulatory breaches. The Liquidity Profile is monitored constantly and 
is supported by a range of early warning indicators to ensure the profile 
remains appropriate and sufficient liquid resources are held to protect 
against unexpected outflows. Further details are provided in the Funding 
Risk – Liquidity section on pages 139 to 150. 

Local balance sheet management and redenomination risk
The introduction of capital controls or new currencies by countries  
(for example in the Eurozone) to mitigate current stresses could have  
an ongoing or point-in-time impact on the performance of local balance 
sheets of certain Group companies based on the asset quality, types of 
collateral and mix of liabilities. Local assets and liability positions are 
carefully monitored by local asset and liability committees with oversight 
by Group Treasury. For further information see the Group’s exposures to 
selected Eurozone countries (pages 112 to 120). 

4. Operational risk

Operational Risk is the risk of direct or indirect impacts resulting from 
human factors, inadequate or failed internal processes and systems or 
external events. Operational risks are inherent in the Group’s business 
activities. 

The Key Risks that this Principal Risk includes are External Suppliers,  
Financial Reporting, Fraud, Information, Legal, Product, Payment Process, 
People, Premises & Security, Regulatory, Taxation, Technology and 
Transaction operations. For definitions of these key risks see page 151. 

Risk management
The Operational risk framework enables Barclays to manage and measure 
its Operational risk profile and to calculate the amount of Operational risk 
capital that it needs to hold. The minimum mandatory requirements 
applicable to all Business Units are set out in the Group Operational risk 
policies.  

Group Key Risk Owners are required to monitor information relevant to 
their Key Risk from each Operational risk framework element. In addition, 
each Key Risk Owner mandates control requirements specific to their Key 
Risk through a Key Risk Control Framework.

For further information see Operational risk management (pages 151 to 
153).

Key specific risks and mitigation
Specific areas and scenarios where Operational risk could lead to financial 
and/or non-financial impacts including legal or regulatory breaches or 
reputational damage include:

Regulatory risk
Regulatory risk arises from a failure or inability to comply fully with the 
laws, regulations or codes applicable specifically to the financial services 
industry which are currently subject to significant changes. Non-
compliance could lead to fines, public reprimands, damage to reputation, 
increased prudential requirements, enforced suspension of operations or, 
in extreme cases, withdrawal of authorisations to operate. 

The regulatory response to the financial crisis has led and will continue  
to lead to very substantial regulatory changes in the countries in which  
the Group operates. It has also (amongst other things) led to (i) a more 
assertive approach being demonstrated by the authorities in many 
jurisdictions; and (ii) enhanced capital and liquidity requirements (for 
example pursuant to CRD4). Current examples of specific areas of concern 
include:

The Independent Commission on Banking (ICB)
The ICB was charged by the UK Government with reviewing the UK 
banking system and its findings were published on 12 September 2011. 
The ICB recommended (amongst other things) that: (i) the UK and EEA 
retail banking activities of a UK bank or building society should be placed 
in a legally distinct, operationally separate and economically independent 
entity (so-called “ring-fencing”); and (ii) the loss-absorbing capacity of 
ring-fenced banks and UK-headquartered global systemically important 
banks (such as Barclays Bank PLC) should be increased to levels higher 
than the Basel 3 proposals. 
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Risk management
Risk factors continued

The UK Government published its response to the ICB recommendations 
in December 2011 and indicated that primary and secondary legislation 
relating to the proposed ring-fence will be completed by May 2015, with 
UK banks and building societies expected to be compliant as soon as 
practicable thereafter, and the requirements relating to increased 
loss-absorbing capacity of ring-fenced banks and UK-headquartered 
global systemically important banks will be applicable from 1 January 
2019. Changes to the structure of UK banks and an increase in the 
amount of loss-absorbing capital issued by UK banks may have a material 
adverse impact on the Bank’s and the Group’s results and financial 
condition. It is also not possible to predict the detail of the implementation 
legislation or the ultimate consequences to the Group.

The Dodd-Frank Wall Street Reform and Consumer Protection Act (DFA)
DFA will have an impact on the Group and its business. A significant 
number of rules and draft rules have been issued through 2011. While the 
impact of this rule-making will be substantial, the full scale of this impact 
remains unclear as many of the provisions of the Act require rules to be 
made to give them effect and this process is still underway. Barclays has 
taken a centralised approach to monitoring this process and to ensuring 
compliance with the rules that are developed as a result.

Recovery and resolution plans
The strong regulatory focus on resolvability has continued in 2011, both 
from UK and international regulators. The Group has been engaged, and 
continues to be engaged, with the authorities on taking forward recovery 
planning and identifying information that would be required in the event 
of a resolution. The Group will be required to prepare an initial plan for the 
UK and US regulators in the first half of 2012.

Any future regulatory changes may restrict the Group’s operations, 
mandate certain lending activity and impose other, significant compliance 
costs. For further information see Supervision and Regulation (pages 154 
to 158). 

Legal risk
The Group is subject to a comprehensive range of legal obligations in all 
countries in which it operates and so is exposed to many forms of legal 
risk, which may arise in a number of ways: (i) business may not be 
conducted in accordance with applicable laws around the world; (ii) 
contractual obligations may either not be enforceable as intended or may 
be enforced in an adverse way; (iii) intellectual property may not be 
adequately protected; and (iv) liability for damages may be incurred to 
third parties harmed by the conduct of the Group’s business. The Group 
also faces risk where legal proceedings are brought against it. The Group 
is, and may in the future be, involved in various disputes, legal proceedings 
and regulatory investigations in various jurisdictions, including in the US. 
Furthermore, the Group, like many other financial institutions, has come 
under greater regulatory scrutiny in recent years and expects that 
environment to continue particularly as it relates to compliance with new 
and existing corporate governance, employee compensation, conduct of 
business, anti-money laundering and anti-terrorism laws and regulations, 
as well as applicable international sanctions regimes. 

Key legal risks to which the Group was exposed during 2011 have included 
litigation in relation to:

 – Lehman Brothers Holdings Inc;

 – American Depository Shares;

 – US Federal Housing Finance Agency and Other Residential Mortgage-
Backed Securities; and

 – Devonshire Trust.

For further information see Legal Proceedings (pages 248 to 249).

Payment protection insurance (PPI)
During 2011 Barclays agreed with the FSA that it would process all 
on-hold and any new complaints from customers about PPI policies that 
they hold. Barclays also announced that, as a goodwill gesture, it would 
pay out compensation to customers who had PPI complaints put on hold 
during the judicial review. Barclays took a provision of £1bn in the second 
quarter of 2011 to cover the cost of future redress and administration. For 
further information see Provisions (pages 246 to 247). 

CyberSecurity risk
Barclays recognises the growing threats from cyberspace to its systems, 
including in respect of customer and its own information held on them 
and transactions processed through these systems. The implementation 
of measures to manage the risk is involving increasing investment and use 
of internal resources. However, given the increasing sophistication and 
scope of potential attacks from cyberspace, it is possible that in the future 
such attacks may lead to significant breaches leading to associated costs 
and reputational damage.

The Group has invested for many years in building defences to counter 
these threats and continues to do so, recognising that this is an area of 
risk that changes rapidly and requires continued focus.

To date the Group is not aware of any significant breaches of its systems 
from cyberspace.

Taxation risk
Taxation risk is the risk that the Group suffers losses arising from 
additional tax charges, financial penalties or reputational damage 
associated with failure to comply with procedures required by tax 
authorities, changes in tax law and the interpretation of tax law.  
The Group is subject to the tax laws in all countries in which it  
operates, including tax laws adopted at an EU level, and is impacted  
by a number of double taxation agreements between countries. 

HMRC, being the Group’s primary taxation authority, recently took the 
unusual step of issuing a public statement that the Government was 
drafting retrospective tax legislation.  Such steps add to the need to 
closely monitor changes in the way in which HMRC approaches the 
application of its Code of Practice for Taxation of Banks. For all tax 
jurisdictions, within which the Group operates, we continue to monitor the 
potential impact of proposed and recently enacted taxes aimed at banks.

In 2011 the Group continued to settle open tax issues in a number of 
jurisdictions and in meeting its tax obligations made global tax payments 
totalling £6.4bn. The profit forecasts that support the Group’s deferred tax 
assets, principally in the US and Spain, have been subject to close scrutiny 
by management. For further information see the Financial review (pages 
168 to 169) and Tax (pages 213 to 216).
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Risk management
Credit risk

Other sources of credit risk arise from trading activities, including debt 
securities, settlement balances with market counterparties, available for 
sale assets and reverse repurchase agreements.

Losses arising from assets held for trading (derivatives, debt securities) 
are accounted for as trading losses, rather than impairment charges, even 
though the fall in value causing the loss may be attributable to credit 
deterioration.

Analysis of the Group’s maximum exposure to credit risk and 
collateral and other credit enhancements held
The following table presents the Group’s maximum exposure to credit risk 
as at 31 December and the financial effects of collateral, credit 
enhancements and other actions taken to mitigate the Group’s exposure. 
For financial assets recognised on the balance sheet, maximum exposure 
to credit risk represents the balance sheet carrying value after allowance 
for impairment. For off-balance sheet guarantees, the maximum exposure 
is the maximum amount that Barclays would have to pay if the guarantees 
were to be called upon. For loan commitments and other credit related 
commitments that are irrevocable over the life of the respective facilities, 
the maximum exposure is the full amount of the committed facilities.

This and subsequent analyses of credit risk include only financial assets 
subject to credit risk. They exclude other financial assets not subject to 
credit risk, mainly equity securities held in the trading portfolio, as 
available for sale or designated at fair value, and commodities. Assets 
designated at fair value in respect of linked liabilities to customers  
under investment contracts have not been included as the Group is not 
exposed to credit risk on these assets. Credit losses in these portfolios, if 
any, would lead to a reduction in the linked liabilities and not result in a loss 
to the Group.

Overview of Barclays Group credit risk exposures

Credit risk is the risk of suffering financial loss should the Group’s customers, clients or market 

counterparties fail to fulfil their contractual obligations to the Group. The credit risk that the 

Group faces arises mainly from wholesale and retail loans and advances, together with the 

counterparty credit risk arising from derivative contracts entered into with clients.

All disclosures in this section (pages 79 to 120) are unaudited unless otherwise stated
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Risk management
Credit risk continued

Maximum exposure and effects of collateral and other credit enhancements (audited)

As at 31 December 2011

Maximum 
exposure

£m

Netting and 
set-off

£m
Collateral

£m

Risk 
transfer

£m

Net 
exposure

£m

On-balance sheet:      

Cash and balances at central banks 106,894 – – – 106,894 

Items in the course of collection from other banks 1,812 – – – 1,812 

Trading portfolio assets:    

Debt securities 123,364 – – – 123,364 

Traded loans 1,374 – – – 1,374 

Total trading portfolio assets 124,738 – – – 124,738 

Financial assets designated at fair value:     

Loans and advances 21,960 – (7,887) (76) 13,997 

Debt securities 2,095 – (22) – 2,073 

Other financial assets 7,574 – (5,541) – 2,033 

Total financial assets designated at fair value 31,629 – (13,450) (76) 18,103 

Derivative financial instruments 538,964 (440,592) (57,294) (7,544) 33,534 

Loans and advances to banks 47,446 (1,886) (8,653) (171) 36,736 

Loans and advances to customers:     

Home loans 171,272 – (167,581) (1,130) 2,561 

Credit cards, unsecured and other retail lending 64,492 (11) (16,159) (2,564) 45,758 

Wholesale 196,170 (8,873) (53,616) (9,550) 124,131 

Total loans and advances to customers 431,934 (8,884) (237,356) (13,244) 172,450 

Reverse repurchase agreements and other similar secured lending 153,665 – (150,337) – 3,328 

Available for sale debt securities 63,610 – (219) (3,532) 59,859 

Other assets 2,620 – – – 2,620 

Total on-balance sheet 1,503,312 (451,362) (467,309) (24,567) 560,074 

     

Off-balance sheet:     

Securities lending arrangements 35,996 – (35,996) – – 

Guarantees and letters of credit pledged as collateral security 14,181 – (1,699) (523)  11,959 

Acceptances and endorsements 475 – (9) –  466 

Documentary credits and other short-term trade related transactions 1,358 – (39) (49)  1,270 

Standby facilities, credit lines and other commitments 240,282 – (15,522) (3,829)  220,931 

Total off-balance sheet 292,292 – (53,265) (4,401)  234,626 

     

Total 1,795,604 (451,362) (520,574) (28,968) 794,700 
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Maximum exposure and effects of collateral and other credit enhancements (audited)

As at 31 December 2010

Maximum 
exposure

£m

Netting and 
set-off

£m
Collateral

£m

Risk 
transfer

£m

Net 
exposure

£m

On-balance sheet:      

Cash and balances at central banks 97,630 – – – 97,630 

Items in the course of collection from other banks 1,384 – – – 1,384 

Trading portfolio assets:    

Debt securities 139,240 – – – 139,240 

Traded loans 2,170 – – – 2,170 

Total trading portfolio assets 141,410 – – – 141,410 

Financial assets designated at fair value:     

Loans and advances 22,352 – (9,997) (8) 12,347 

Debt securities 1,918 – (150) – 1,768 

Other financial assets 10,101 – (7,368) – 2,733 

Total financial assets designated at fair value 34,371 – (17,515) (8) 16,848 

Derivative financial instruments 420,319 (340,467) (42,795) (3,202) 33,855 

Loans and advances to banks 37,799 (1,699) (8,915) (442) 26,743 

Loans and advances to customers:     

Home loans 168,055 – (163,602) (1,053) 3,400 

Credit cards, unsecured and other retail lending 59,269 (8) (13,670) (2,263) 43,328 

Wholesale 200,618 (9,477) (60,099) (12,443) 118,599 

Total loans and advances to customers 427,942 (9,485) (237,371) (15,759) 165,327 

Reverse repurchase agreements and other similar secured lending 205,772 – (200,665) – 5,107 

Available for sale debt securities 59,629 – (218) (4,532) 54,879 

Other assets 2,824 – – – 2,824 

Total on-balance sheet 1,429,080 (351,651) (507,479) (23,943) 546,007 

     

Off-balance sheet:     

Securities lending arrangements 27,672 – (27,672) – – 

Guarantees and letters of credit pledged as collateral security 13,783 – (1,282) (396)  12,105 

Acceptances and endorsements 331 – (8) –  323 

Documentary credits and other short-term trade related transactions 1,194 – (23) (85)  1,086 

Standby facilities, credit lines and other commitments 222,963 – (12,461) (3,990)  206,512 

Total off-balance sheet 265,943 (41,446) (4,471) 220,026 

     

Total 1,695,023 (351,651) (548,925) (28,414) 766,033 
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Risk management
Credit risk continued

Overview
As at 31 December 2011, the Group’s net exposure to credit risk after 
taking into account netting and set-off, collateral and risk transfer 
remained broadly flat at £794,700m (2010: £766,033m). The extent to 
which the Group holds mitigation on its assets rose marginally from 55% 
to 56%. 

Of the remaining exposure left unmitigated, a significant portion relates  
to cash held at central bank, available for sale debt securities issued by 
governments, cash collateral and settlement balances, all of which are 
considered lower risk. Trading portfolio liability positions, which to a 
significant extent economically hedge trading portfolio assets but which 
are not held specifically for risk management purposes, are excluded from 
the analysis above. The credit quality of counterparties to derivative, 
available for sale and wholesale loan assets are predominantly investment 
grade. Further analysis on the credit quality of assets is presented on 
pages 104 to 109.

Netting and set-off
The Group has the ability to offset asset and liability positions on default 
or bankruptcy of the borrower. This includes master netting agreements 
for loans and advances (whether held at amortised cost or fair value). 

Derivatives may also be settled net where there is a master agreement  
in place providing for this in the event of default, reducing the Group’s 
exposure to counterparties on derivative asset positions. The reduction in 
risk is the amount of the liability held. The Group offsets asset and liability 
amounts on the balance sheet when it has both the ability and the 
intention to settle net. The amounts above represent available netting  
in the event of default of the counterparty.

Collateral
The Group has the ability to call on collateral in the event of default  
of the borrower or other counterparty, comprising:

 – Home loans: a fixed charge over residential property in the form  
of houses, flats and other dwellings;

 – Wholesale lending: a fixed charge over commercial property and other 
physical assets, in various forms;

 – Credit cards, unsecured and other retail lending: includes charges  
over motor vehicle and other physical assets; second lien charge over 
residential property, which is subordinate to first charge held either  
by the Group or by another party; and finance lease receivables, for 
which typically the Group retains legal title to the leased asset and has 
the right to repossess the asset on the default of the borrower;

 – Derivatives: cash and non-cash collateral may be held against derivative 
trades with certain counterparties;

 – Reverse repurchase agreements: collateral typically comprises highly 
liquid securities which have been legally transferred to Barclays subject 
to an agreement to return them for a fixed price; and

 – Financial guarantees and similar off-balance sheet commitments:  
cash collateral may be held against these arrangements.

The Group may also obtain collateral in the form of floating charges over 
receivables and inventory of corporate and other business customers.  
The value of this collateral varies from period to period depending on the 
level of receivables and inventory. It is impracticable to provide an estimate 
of the amount (fair value or nominal value) of this collateral. The Group 
may in some cases obtain collateral and other credit enhancements at a 
counterparty level, which are not specific to a particular class of financial 
instrument. The fair value of the credit enhancement gained has been 
apportioned across the relevant asset classes. 

The carrying value of non-cash collateral reflects the fair value of the 
physical assets limited to the carrying value of the asset where the 
exposure is over-collateralised. In certain cases where active markets or 
recent valuations of the assets are not available, estimates are used. For 
assets collateralised by residential or commercial property (and certain 
other physical assets), where it is not practicable to assess current market 
valuations of each underlying property, values reflect historical fair values 
updated for movements in appropriate external indices. 

For assets collateralised by traded financial instruments, values reflect 
mark to market or mark to model values of those assets, applying a 
haircut where appropriate.  For further information on loan-to-value ratios 
in principal home loans portfolios and the Group’s policy regarding the 
valuation of wholesale collateral, refer to pages 97 to 98 and 103 
respectively. 

The net realisable value from a distressed sale of collateral obtained by  
the Group upon default or insolvency of a counterparty will in some cases 
be lower than the carrying value recognised above. Assets obtained are 
normally sold, generally at auction, or realised in an orderly manner for the 
maximum benefit of the Group, the borrower and the borrower’s other 
creditors in accordance with the relevant insolvency regulations. For 
business customers, in some circumstances, where excess funds are 
available after repayment in full of the outstanding loan, they are offered  
to any other, lower ranked, secured lenders. Any additional funds are 
returned to the customer. Barclays does not, as a rule, occupy repossessed 
properties for its business use or use assets obtained in its operations. 

Risk transfer
The Group in some cases holds guarantees, letters of credit and similar 
instruments from third parties which enable it to claim settlement from 
them in the event of default on the part of the counterparty. The balances 
shown represent the notional value of the guarantees held by the Group 
issued by corporate and financial institutional counterparties. In addition, 
the Group obtains guarantees from customers in respect of personal loans 
and smaller business loans, which are not reflected in the above table.
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Collateral and other credit enhancements obtained
The carrying value of assets held by the Group as at 31 December 2011 as a result of the enforcement of collateral was as follows:

Assets received (audited)

As at 31 December

2011
Carrying 
amount

£m

2010
Carrying 
amount

£m

Residential property  173  71 

Commercial and industrial property  267  14 

Other credit enhancements  30  210 

Total  470  295 

Concentrations of credit risk
A concentration of credit risk exists when a number of counterparties are located in a geographical region, or are engaged in similar activities and have 
similar economic characteristics that would cause their ability to meet contractual obligations to be similarly affected by changes in economic or other 
conditions. The analyses of credit risk concentrations presented below are based on the location of the counterparty or customer or the industry in 
which they are engaged.

Credit risk concentrations by geographical sector (audited)

United
Kingdom

£m
Europe

£m
Americas

£m

Africa and
Middle East

£m
Asia
£m

Total
£m

As at 31 December 2011       

On-balance sheet:       

Cash and balances at central banks 14,631 53,779 27,065 2,418 9,001 106,894 

Items in the course of collection from other banks 1,557 88 1 166 – 1,812 

Trading portfolio assets 15,162 23,381 68,835 3,498 13,862 124,738 

Financial assets designated at fair value 19,405 3,287 6,724 1,958 255 31,629 

Derivative financial instruments 173,792 173,863 153,629 4,857 32,823 538,964 

Loans and advances to banks 9,621 14,704 13,637 3,234 6,250 47,446 

Loans and advances to customers 220,815 90,444 63,457 49,309 7,909 431,934 

Reverse repurchase agreements and other similar secured lending 22,701 32,926 80,124 1,795 16,119 153,665 

Available for sale financial investments 23,055 17,371 9,891 6,922 6,371 63,610 

Other assets 1,510 407 256 365 82 2,620 

Total on-balance sheet 502,249 410,250 423,619 74,522 92,672 1,503,312 

Off-balance sheet:       

Securities lending arrangements – – 35,996 – – 35,996 

Guarantees and letters of credit pledged as collateral security 3,885 2,416 5,457 2,100 323 14,181 

Acceptances and endorsements 301 8 – 91 75 475 

Documentary credits and other short-term trade related transactions 655 235 143 201 124 1,358 

Standby facilities, credit lines and other commitments 99,735 33,004 85,381 20,478 1,684 240,282 

Total off-balance sheet 104,576 35,663 126,977 22,870 2,206 292,292 

Total 606,825 445,913 550,596 97,392 94,878 1,795,604 

As at 31 December 2010       

On-balance sheet:       

Cash and balances at central banks 18,535 14,306 41,288 2,296 21,205 97,630 

Items in the course of collection from other banks 1,169 114 – 100 1 1,384 

Trading portfolio assets 16,170 35,449 71,291 2,568 15,932 141,410 

Financial assets designated at fair value 15,136 5,054 10,608 2,991 582 34,371 

Derivative financial instruments 129,603 135,730 117,769 5,251 31,966 420,319 

Loans and advances to banks 5,199 9,211 17,305 2,056 4,028 37,799 

Loans and advances to customers 211,853 90,644 58,518 57,848 9,079 427,942 

Reverse repurchase agreements and other similar secured lending 50,046 47,470 88,675 2,104 17,477 205,772 

Available for sale financial investments 25,466 14,904 6,423 7,281 5,555 59,629 

Other assets 1,612  235 314 537 126 2,824 

Total on-balance sheet 474,789 353,117 412,191 83,032 105,951 1,429,080 

Off-balance sheet:       

Securities lending arrangements – – 27,672 – – 27,672 

Guarantees and letters of credit pledged as collateral security 3,865 2,413 4,772 2,185 548 13,783 

Acceptances and endorsements 125 4 6 88 108 331 

Documentary credits and other short-term trade related transactions 476 156 143 287 132 1,194 

Standby facilities, credit lines and other commitments 94,676 29,985 64,812 24,522 8,968 222,963 

Total off-balance sheet 99,142 32,558 97,405 27,082 9,756 265,943 

Total 573,931 385,675 509,596 110,114 115,707 1,695,023 
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Risk management
Credit risk continued

Credit risk concentrations by industrial sector (audited)

Financial
insti-

tutions
£m

Manu-
facturing

£m

Con-
struction

and 
property

£m

Govern-
ment and 

central 
bank

£m

Energy
and

water
£m

Wholesale
and retail 
distribu-
tion and 

leisure
£m

Business
and other

services
£m

Home
loans

£m

Cards, 
unsecured
loans and 

other 
personal 

lending
£m

Other
£m

Total
£m

As at 31 December 2011            

On-balance sheet:            

Cash and balances at central 
banks

– – – 106,894 – – – – – – 106,894 

Items in the course of collection 
from other banks

1,810 – – 2 – – – – – – 1,812 

Trading portfolio assets 32,849 1,585 480 83,631 3,191 448 1,773 – – 781 124,738 

Financial assets designated 
at fair value

9,370 75 10,447 6,354 1,053 332 3,547 – 1 450 31,629 

Derivative financial instruments 498,246 4,044 4,853 8,321 12,960 3,309 3,928 – 19 3,284 538,964 

Loans and advances to banks 44,707 – – 2,739 – – – – – – 47,446 

Loans and advances to customers 89,650 12,904 28,711 6,129 7,414 16,206 26,300 171,272 50,062 23,286 431,934 

Reverse repurchase agreements 
and other similar secured lending

148,474 195 201 3,842 127 63 235 – – 528 153,665 

Available for sale financial 
investments

23,103 213 137 38,511 126 90 820 370 – 240 63,610 

Other assets 880 – 54 492 – 7 310 2 818 57 2,620 

Total on-balance sheet 849,089 19,016 44,883 256,915  24,871 20,455 36,913 171,644 50,900 28,626 1,503,312

Off-balance sheet:            

Securities lending arrangements 35,996 – – – – – – – – – 35,996 

Guarantees and letters of credit 
pledged as collateral security

4,937 1,534 757 630 1,615 913 2,213 – 310 1,272 14,181 

Acceptances and endorsements 145 108 52 – 2 115 53 – – – 475 

Documentary credits and other 
short-term trade related 
transactions

556 40 1 – – 215 480 – 65 1 1,358 

Standby facilities, credit lines 
and other commitments

33,296 23,429 9,114 3,573 20,764 12,052 17,012 15,663 90,062 15,317 240,282 

Total off-balance sheet 74,930 25,111 9,924 4,203 22,381 13,295 19,758 15,663 90,437 16,590 292,292 

Total 924,019 44,127 54,807 261,118 47,252 33,750 56,671 187,307 141,337 45,216 1,795,604 
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Credit risk concentrations by industrial sector (audited)

Financial
insti-

tutions
£m

Manu-
facturing

£m

Con-
struction

and 
property

£m

Govern-
ment and 

central 
bank

£m

Energy
and

water
£m

Wholesale
and retail 
distribu-
tion and 

leisure
£m

Business
and other

services
£m

Home
loans

£m

Cards, 
unsecured
loans and 

other 
personal 
lending

£m
Other

£m
Total

£m

As at 31 December 2010            

On-balance sheet:            

Cash and balances at central 
banks

– – – 97,630 – – – – – – 97,630 

Items in the course of collection 
from other banks

1,378 – – 6 – – – – – – 1,384 

Trading portfolio assets 51,337 2,222 986 79,055 3,408 873 2,209 – 17 1,303 141,410 

Financial assets designated  
at fair value

11,507 71 11,746 5,328 1,389 683 2,944 – 109 594 34,371 

Derivative financial instruments 382,038 4,810 2,953 7,637 11,265 3,193 2,622 – 61 5,740 420,319 

Loans and advances to banks 36,606 – – 1,193 – – – – – – 37,799 

Loans and advances to customers 87,405 14,766 28,670 5,108 9,231 17,357 26,228 168,055 46,668 24,454 427,942 

Reverse repurchase agreements 
and other similar secured lending

197,808 50 7 7,247 – 279 339 – – 42 205,772 

Available for sale financial 
investments

23,585 154 336 33,402 37 117 1,359 410 72 157 59,629 

Other assets 1,267 4 47 436 9 9 383 4 615 50 2,824 

Total on-balance sheet 792,931 22,077 44,745 237,042 25,339 22,511 36,084 168,469 47,542 32,340 1,429,080 

Off-balance sheet:            

Securities lending arrangements 27,672 – – – – – – – – – 27,672 

Guarantees and letters of credit 
pledged as collateral security

5,213 1,445 752 358 1,256 686 2,196 439 477 961 13,783 

Acceptances and endorsements 28 111 38 – 4 48 92 – 8 2 331 

Documentary credits and other 
short-term trade related 
transactions

396 35 103 – 3 124 477 – 56 – 1,194 

Standby facilities, credit lines 
and other commitments

47,784 20,999 9,860 2,307 15,671 9,220 10,664 16,789 79,341 10,328 222,963 

Total off-balance sheet 81,093 22,590 10,753 2,665 16,934 10,078 13,429 17,228 79,882 11,291 265,943 

Total 874,024 44,667 55,498 239,707 42,273 32,589 49,513 185,697 127,424 43,631 1,695,023 

An analysis of geographical and industrial concentrations of Group loans and advances held at amortised cost and at fair value is presented on pages 
93 to 94.
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Impairment charges (audited)

Loan impairment charges reduced 33% to £3,790m, reflecting generally improving underlying trends across the majority of retail and wholesale 
businesses. Loan impairment included new and increased allowances of £4,962m (2010: £6,939m; 2009: £8,111m), releases of £931m (2010: £1,189m; 
2009: £631m), recoveries of £265m (2010: £201m; 2009: £150m) and charges on undrawn facilities and guarantees of £24m (2010: £76m; 2009: 
£28m). Combined with a 2% increase in loans and advances, this resulted in a lower overall Group loan loss rate of 77bps (2010: 118bps; 2009: 156bps).

Further detail can be found in the Retail Credit Risk and Wholesale Credit Risk sections on pages 96 to 103.

Credit impairment charges and other provisions by business (audited)

Loans and 
Advances

£m

Available for
Sale Financial 

Investmentsa

£m

Reverse
Repurchase 
Agreements

£m
Total

£m

Year ended 31 December 2011       

UK RBB  536   –   –  536 

Europe RBB  241  20   –  261 

Africa RBB  464  –   –  464 

Barclaycard  1,259  –   –  1,259 

Barclays Capitalb  129  12  (48)  93 

Barclays Corporate  1,122  27   –  1,149 

Barclays Wealth  41  –   –  41 

Head Office Functions and Other Operations (2) 1   – (1)

Total 3,790  60  (48) 3,802 

        

Year ended 31 December 2010       

UK RBB 819  –  – 819 

Europe RBB 314  –  – 314 

Africa RBB 562  –  – 562 

Barclaycard 1,688  –  – 1,688 

Barclays Capitalb 642  (95) (4) 543 

Barclays Corporate 1,551  145  – 1,696 

Barclays Wealth 48  –  – 48 

Head Office Functions and Other Operations 1  1  – 2 

Total 5,625  51  (4) 5,672 

        

Year ended 31 December 2009       

UK RBB 1,031  –  – 1,031 

Europe RBB 334  4  – 338 

Africa RBB 688  –  – 688 

Barclaycard 1,798  –  – 1,798 

Barclays Capitalb 1,898  650  43 2,591 

Barclays Corporate 1,544  14  – 1,558 

Barclays Wealth 51  –  – 51 

Head Office Functions and Other Operations 14  2  – 16 

Total 7,358  670  43 8,071 

Risk management
Credit risk continued

Notes 
a Excludes £1,800m impairment of BlackRock, Inc. (2010: nil, 2009: nil) recorded in Investment Management.
b Credit market related impairment charges within Barclays Capital comprised a write back of £14m (2010: £660m charge; 2009: £1,205m charge) against loans and advances and a write 

back of £35m (2010: £39m writeback; 2009: £464m charge) against available for sale financial investments. 
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Credit risk management overview

Credit risk is the risk of suffering financial loss should any of the Group’s 
customers, clients or market counterparties fail to fulfil their contractual 
obligations to the Group. The granting of credit is one of the Group’s major 
sources of income and, as the most significant risk, the Group dedicates 
considerable resources to its control. Mitigation techniques and 
measurement and internal ratings are discussed in more detail in the  
Basel 2 Pillar 3 Disclosures 2011.

A. Overview (audited)
The credit risk that the Group faces arises mainly from wholesale and 
retail loans and advances together with the counterparty credit risk arising 
from derivative contracts entered into with our clients. Other sources of 
credit risk arise from trading activities, including debt securities, 
settlement balances with market counterparties, available for sale assets 
and reverse repurchase loans. 

Credit risk management objectives are to: 

 – establish a framework of controls to ensure credit risk-taking is based 
on sound credit risk management principles; 

 – identify, assess and measure credit risk clearly and accurately across 
the Group and within each separate business, from the level of 
individual facilities up to the total portfolio; 

 – control and plan credit risk-taking in line with external stakeholder 
expectations and avoiding undesirable concentrations;

 – monitor credit risk and adherence to agreed controls; and 

 – ensure that risk-reward objectives are met. 

B. Organisation and structure
Barclays has structured the responsibilities of credit risk management  
so that decisions are taken as close as possible to the business, whilst 
ensuring robust review and challenge of performance, risk infrastructure 
and strategic plans. The credit risk management teams in each business 
are accountable to the business risk directors in those businesses who,  
in turn, report to the heads of their businesses and also to the Chief Risk 
Officer.

The role of the Group Risk function is to provide Group wide direction, 
oversight and challenge of credit risk-taking. Group Risk sets the Credit 
Risk Control Framework, which provides a structure within which credit 
risk is managed together with supporting Group Credit Risk Policies. 
Group Risk also provides technical support, review and validation of  
credit risk measurement models across the Group.  

C. Reporting
The Group dedicates considerable resources to gaining a clear and 
accurate understanding of credit risk across the business and ensuring 
that its balance sheet correctly reflects the value of the assets in 
accordance with applicable accounting principles. This process can  
be summarised in five broad stages:

 – measuring exposures and concentrations; 

 – monitoring weaknesses in portfolios; 

 – identifying potential problem loans and credit risk loans (collectively 
known as potential credit risk loans or PCRLs); 

 – raising allowances for impaired loans; and 

 – writing off assets when the whole or part of a debt is considered 
irrecoverable.

D. Measuring exposures and concentrations
Loans and advances to customers provide the principal source of credit 
risk to the Group although Barclays can also be exposed to other forms of 
credit risk through, for example, loans to banks, loan commitments and 
debt securities. Barclays risk management policies and processes are 
designed to identify and analyse risk, to set appropriate risk appetite, limits 
and controls, and to monitor the risks and adherence to limits by means of 
reliable and timely data. One area of particular review is concentration risk. 
A concentration of credit risk exists when a number of counterparties are 
engaged in similar activities and have similar economic characteristics that 
would cause their ability to meet contractual obligations to be similarly 
affected by changes in economic and other conditions. As a result, 
Barclays constantly reviews its concentration in a number of areas 
including, for example, geography, maturity and industry (see pages 83  
to 85 and 148 to 149).

Diversification is achieved through setting maximum exposure guidelines 
to individual counterparties. Excesses are reported to the Financial Risk 
Committee and the BRC. Mandate & Scale limits are used to limit the 
stock of current exposures in a loan portfolio and the flow of new 
exposures into a loan portfolio. Limits are typically based on the nature  
of the lending and the amount of the portfolio meeting certain standards 
of underwriting criteria.
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Risk management
Credit risk continued

E. Monitoring weaknesses in portfolios
Whilst the basic principles for monitoring weaknesses in wholesale and 
retail exposures are broadly similar, they will reflect the differing nature  
of the assets. As a matter of policy all facilities granted to corporate or 
wholesale customers are subject to a review on, at least, an annual basis, 
even when they are performing satisfactorily.

Corporate accounts that are deemed to contain heightened levels of risk 
are recorded on graded early warning lists (EWLs) or watchlists (WLs) 
comprising three categories graded in line with the perceived severity of 
the risk attached to the lending, and its probability of default. Examples of 
heightened levels of risk may include, for example: a material reduction in 
profits; a material reduction in the value of collateral held; a decline in net 
tangible assets in circumstances which are not satisfactorily explained; or 
periodic waiver requests or changes to the terms of the credit agreement 
over an extended period of time. These lists are updated monthly and 
circulated to the relevant risk control points. Once an account has been 
placed on WL or EWL, the exposure is carefully monitored and, where 
appropriate, exposure reductions are effected. Should an account become 
impaired, it will normally, but not necessarily, have passed through each 
of the three categories, which reflect the need for increasing caution and 
control. Where an obligor’s financial health gives grounds for concern, 
it is immediately placed into the appropriate category. While all obligors, 
regardless of financial health, are subject to  
 

a full review of all facilities on, at least, an annual basis, more frequent 
interim reviews may be undertaken should circumstances dictate. 
Specialist recovery functions deal with clients in default, collection or 
insolvency. Their mandate is to maximise shareholder value via the orderly 
and timely recovery of impaired debts. 

Within the retail portfolios, which tend to comprise homogeneous assets, 
statistical techniques more readily allow potential weaknesses to be 
monitored on a portfolio basis. The approach is consistent with the 
Group’s policy of raising a collective impairment allowance as soon as 
objective evidence of impairment is identified. Retail accounts can be 
classified according to specified categories of arrears status (or cycle), 
which reflects the level of contractual payments which are overdue on  
a loan.

The probability of default increases with the number of contractual 
payments missed, thus raising the associated impairment requirement. 

Once a loan has passed through all six cycles it will charge-off and enter 
recovery status. In most cases, charge-off will result in the account 
moving to a legal recovery function or debt sale. This will typically occur 
after an account has been treated by a collections function. However, in 
certain cases, an account may be charged off directly from a performing 
(up to date) status, such as in the case of insolvency or death.

Monitoring weaknesses in portfolios

Business Support
EWL 3, WL 3.5

Delinquent (Collections)
Arrears Status 1-6

Write Off

Wholesale account status Retail account status
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g
 state of d
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g
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u
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– Watchlist Committee flags 
client on the basis of evidence 
of financial difficulty.

– Business support assists 
the client to return to in 
order position.

– Customer misses contractual 
payment and moves to 
collections function.

– Customer pays total overdue 
payments and returns back 
to in order position.

– Customer’s financial difficulty 
requires a decision on the 
form of future relationship.

– Customer reaches high 
arrears status and is moved 
to the recovery function 
where legal action is taken.

Default (Recovery) Default (Charge-off) (Recovery)
Arrears Status 6+

– Asset is considered 
irrecoverable and is 
written off.

– Asset is considered 
irrecoverable and is 
written off.

Performing (Current)
Areas Status 0

Performing
Including EWL 1-2, WL 1-3
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As a general principle, charge-off marks the point at which it becomes 
more economically efficient to treat an account through a recovery 
function or debt sale rather than a collections function. Economic 
efficiency includes the (discounted) expected amount recovered and 
operational and legal costs. Whilst charge-off is considered an irreversible 
state, in certain cases, it may be acceptable for mortgage and vehicle 
finance accounts to move back from charge-off to performing or 
delinquent states. This is only considered acceptable where local 
legislation requirements are in place, or where it is deemed that the 
customer has a renewed willingness to pay and there is a strong chance 
that they will be able to meet their contractual obligations in the 
foreseeable future.

For the majority of products, the standard period for charging off accounts 
is 180 days past due of contractual obligation. However, in the case of 
customer bankruptcy or insolvency, the associated accounts will be 
charged off within 60 days. Within UK RBB Local Business, accounts 
that are deemed to have a heightened level of risk, or that exhibit some 
unsatisfactory features which could affect viability in the short to 
medium term, are transferred to a separate ‘caution’ stream. Accounts 
on the caution stream are reviewed on at least a quarterly basis, at 
which time consideration is given to continuing with the agreed strategy, 
returning the customer to a lower risk refer stream, or instigating  
recovery/exit action.

F. Identifying potential credit risk loans
In line with disclosure requirements from the SEC in the US, the Group 
reports potentially and actually impaired loans as Potential Credit Risk 
Loans (PCRLs). PCRLs comprise two categories of loans: Potential Problem 
Loans (PPLs) and Credit Risk Loans (CRLs).

PPLs are loans that are currently complying with repayment terms but 
where serious doubt exists as to the ability of the borrower to continue  
to comply with such terms in the near future. If the credit quality of a loan 
on an EWL or WL deteriorates to the highest category (wholesale) or 
deteriorates to delinquency cycle 2 (retail), consideration is given to 
including it within the PPL category.

Should further evidence of deterioration be observed, a loan may move  
to the CRL category. Events that would trigger the transfer of a loan from 
the PPL to the CRL category include a missed payment or a breach of 
covenant. CRLs comprise three classes of loans:

 – ‘Impaired loans’ comprise loans where an individual identified 
impairment allowance has been raised and also include loans which  
are fully collateralised or where indebtedness has already been written 
down to the expected realisable value. This category includes all retail 
loans that have been charged off to legal recovery. The impaired loan 
category may include loans, which, while impaired, are still performing;

 – The category ‘accruing past due 90 days or more’ comprises loans that 
are 90 days or more past due with respect to principal or interest. An 
impairment allowance will be raised against these loans if the expected 
cash flows discounted at the effective interest rate are less than the 
carrying value; and

 – The category ‘impaired and restructured loans’ comprises loans not 
included above where, for economic or legal reasons related to the 
debtor’s financial difficulties, a concession has been granted to the 
debtor that would not otherwise be considered. Where the concession 
results in the expected  cash flows discounted at the effective interest 
rate being less than the loan’s carrying value, an impairment allowance 
will be raised.

G. Allowances for impairment and other credit provisions
Barclays establishes, through charges against profit, impairment 
allowances and other credit provisions for the incurred loss inherent in the 
lending book. Under IFRS, impairment allowances are recognised where 
there is objective evidence of impairment as a result of one or more loss 
events that have occurred after initial recognition, and where these events 
have had an impact on the estimated future cash flows of the financial 
asset or portfolio of financial assets. Impairment of loans and receivables is 
measured as the difference between the carrying amount and the present 
value of estimated future cash flows discounted at the financial asset’s 
original effective interest rate. If the carrying amount is less than the 
discounted cash flows, then no further allowance is necessary.

Impairment allowances are measured individually for assets that are 
individually significant, and collectively where a portfolio comprises 
homogenous assets and where appropriate statistical techniques are 
available. In terms of individual assessment, the principal trigger point for 
impairment is the missing of a contractual payment which is evidence that 
an account is exhibiting serious financial problems, and where any further 
deterioration is likely to lead to failure. Details of other trigger points can be 
found on page 210. Two key inputs to the cash flow calculation are the 
valuation of all security and collateral, as well as the timing of all asset 
realisations, after allowing for all attendant costs. This method applies 
mainly in the corporate portfolios. 

For collective assessment, the principal trigger point for impairment is the 
missing of a contractual payment which is the policy consistently adopted 
across all credit cards, unsecured loans, mortgages and most other retail 
lending. Details of other trigger points can be found on page 210. The 
calculation methodology relies on the historical experience of pools of 
similar assets; hence the impairment allowance is collective. The 
impairment calculation is based on a roll-rate approach, where the 
percentage of assets that move from the initial delinquency to default is 
derived from statistical probabilities based on historical experience. 
Recovery amounts and contractual interest rates are calculated using a 
weighted average for the relevant portfolio. This method applies mainly  
to the Group’s retail portfolios and is consistent with Barclays policy of 
raising an allowance as soon as impairment is identified. 

The impairment allowance in the retail portfolios is mainly assessed on a 
collective basis and is based on the drawn balances adjusted to take into 
account the likelihood of the customer defaulting at a particular point in 
time (PDpit) and the amount estimated as not recoverable (LGD).  
The basic calculation is:

Impairment allowance = Total outstandings x Probability of Default (PDpit) 
x Loss Given Default (LGD)

The PDpit increases with the number of contractual payments missed 
thus raising the associated impairment requirement. 

Impairment in the wholesale portfolios is generally calculated by valuing 
each impaired asset on a case by case basis, i.e. on an individual 
assessment basis. A relatively small amount of wholesale impairment 
relates to unidentified or collective impairment; in such cases impairment 
is calculated using modelled PD x LGD x EAD (Exposure at default) 
adjusted for an emergence period.
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Risk management
Credit risk continued

Unidentified impairment allowances are also raised to cover losses which 
are judged to be incurred but not yet specifically identified in customer 
exposures at the balance sheet date, and which, therefore, have not been 
specifically reported. The incurred but not yet reported calculation is based 
on the asset’s probability of moving from the performing portfolio to being 
specifically identified as impaired within the given emergence period and 
then on to default within a specified period. This is calculated on the 
present value of estimated future cash flows discounted at the financial 
asset’s original effective interest rate. The emergence periods vary across 
businesses and are based on actual experience and are reviewed on an 
annual basis. This methodology ensures that the Group captures the loss 
incurred at the correct balance sheet date. These impairment allowances 
are reviewed and adjusted at least quarterly by an appropriate charge or 
release of the stock of impairment allowances based on statistical analysis 
and management judgement. Where appropriate, the accuracy of this 
analysis is periodically assessed against actual losses (see modelling of 
risk on page 73). As one of the controls to ensure that adequate 
impairment allowances are held, movements in impairment allowances to 
individual names with total impairment of more than £10m are presented 
to the Credit Committee for agreement.

The loan loss rate (LLR) provides Barclays with one way of monitoring  
the trends in the quality of the loan portfolio at the Group, business and 
product levels. At Barclays, the LLR represents the annualised impairment 
charges on loans and advances to customers and banks and other credit 
provisions as a percentage of the total, period-end loans and advances to 
customers and banks, gross of impairment allowances.

The impairment allowance is the aggregate of the identified and 
unidentified impairment balances. Impairment allowance coverage,  
or the coverage ratio, is reported at two levels:

 – Credit risk loans coverage ratio (impairment allowances as a percentage 
of CRL balances); and 

 – Potential credit risk loans coverage ratio (impairment allowances as  
a percentage of total CRL and PPL balances).

Appropriate coverage ratios will vary according to the type of product  
but can be broadly bracketed under three categories: secured retail home 
loans; credit cards, unsecured and other personal lending products; and 
corporate facilities. Analysis and experience has indicated that, in general, 
the severity rates for these types of products are typically within the 
following ranges:

 – Secured retail Home loans: 5%-20%; 

 – Credit cards, unsecured and other personal lending products: 
65%-75%; and 

 – Corporate facilities: 30%-50%. 

CRL coverage ratios would therefore be expected to be at or around these 
levels over a defined period of time. In principle, a number of factors may 
affect the Group’s coverage ratios, including:

 – The mix of products within total CRL balances. Coverage ratios will  
tend to be lower when there is a high proportion of secured retail and 
corporate balances within total CRLs. This is due to the fact that the 
recovery outlook on these types of exposures is typically higher than 
retail unsecured products with the result that they will have lower 
impairment requirements;

 – The stage in the economic cycle. Coverage ratios will tend to be lower  
in the earlier stages of deterioration in credit conditions. At this stage, 
retail delinquent balances will be predominantly in the early delinquency 
cycles and corporate names will have only recently moved to CRL 
categories. As such balances attract a lower impairment requirement, 
the CRL coverage ratio will be lower;

 – The balance of PPLs to CRLs. The impairment requirements for PPLs  
are lower than for CRLs, so the greater the proportion of PPLs, the lower 
the PCRL coverage ratio; and

 – Write off policies. The speed with which defaulted assets are written  
off will affect coverage ratios. The more quickly assets are written off, 
the lower the ratios will be, since stock with 100% coverage will tend to 
roll out of PCRL categories more quickly.

Note
a Loan loss rate for the years prior to 2005 does not reflect the application of IAS 32, IAS 39 and IFRS 4.
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H. Writing off of assets
After an advance has been identified as impaired and is subject to an 
impairment allowance, the stage may be reached whereby it is concluded 
that there is no realistic prospect of further recovery. Write off will occur 
when, and to the extent that, the whole or part of a debt is considered 
irrecoverable. The timing and extent of write offs may involve some 
element of subjective judgement. Nevertheless, a write off will often be 
prompted by a specific event, such as the inception of insolvency 
proceedings or other formal recovery action, which makes it possible to 
establish that some or the entire advance is beyond realistic prospect of 
recovery. In any event, the position of impaired loans is reviewed at least 
quarterly to ensure that irrecoverable advances are being written off in a 
prompt and orderly manner and in compliance with any local regulations. 
During 2011 there was a change in the period between charge-off and 
write off from 18 months to 12 months across the majority of unsecured 
retail portfolios.

Such assets are only written off once all the necessary procedures have 
been completed and the amount of the loss has been determined. 
Subsequent recoveries of amounts previously written off are written back 
and hence decrease the amount of the reported loan impairment charge 
in the income statement. In 2011, total write offs of impaired financial 
assets increased 20% to £5,165m.

I. Forbearance
The Group offers forbearance and similar programmes to assist customers 
and clients in financial difficulty through agreements to accept less than 
contractual amounts due where financial distress would otherwise prevent 
satisfactory repayment within the original terms and conditions of the 
contract.  These agreements may be initiated by the customer, Barclays  
or a third party. The primary aim of forbearance is to recover the customer 
into a sustainable position on their obligations. 

In the retail portfolios, as part of the Group Risk Forbearance Policy, 
programmes offered to customers include approved debt counselling 
plans, minimum due reductions, interest rate concessions, term 
extensions and switches from capital and interest repayments to 
interest-only payments either from a position of delinquency or to terms 
and conditions which are outside current underwriting criteria. The 
definition also extends to accounts that are partially rehabilitated. For 
further detail, see pages 99 to 100.

In the wholesale portfolios, Barclays will on occasion participate in 
debt-for-equity swaps, debt-for-asset swaps, debt standstills or debt 
restructuring agreements as part of the business support process. Debt 
restructuring agreements may include actions to improve security; such 
as changing an overdraft to a factoring or invoice discounting facility or 
moving debt to asset owning companies. Consideration is also given to 
the waiving or relaxing of covenants where this is the optimum strategy 
for the survival of the client’s business. For further detail, see page 103.

Impairment of loans under forbearance
Loans in forbearance programmes are subject to impairment in line  
with normal impairment policy.  In both retail and wholesale portfolios, 
identified impairment is raised for such accounts, recognising the 
agreement between the bank and customer to pay less than the original 
contractual payment and is measured using a future discounted cash flow 
approach comparing the debt outstanding to the expected repayment on 
the debt. This usually results in higher impairment being held for loans 
under forbearance than for fully performing assets, reflecting the 
additional credit risk attached to loans subject to forbearance.

Where a retail account is in forbearance, the additional risk characteristics 
are reflected by way of a management overlay as the only practical means 
of factoring certain recent conditions into impairment calculations until 
the Group’s models can be recalibrated. As more comprehensive data on 
the performance of loans in forbearance is gathered the Group’s models 
will be recalibrated.

Sustainability of loans under forbearance
The Group closely monitors the sustainability of loans for which 
forbearance has been granted. In the retail portfolios, the Group Risk 
Forbearance Policy prescribes that when a programme of forbearance  
is offered to the customer, it is both appropriate and sustainable for that 
customer. Sustainable terms are defined as revised contractual terms 
where the asset can be fully serviced over its full life.

This is controlled through qualification criteria, which will include an 
affordability assessment, minimum payment thresholds and previous 
forbearance activity. Regular reviews for programmes of a temporary 
nature are undertaken to reassess the customer’s financial circumstances 
and continued appropriateness 

For further detail on the Group’s impairment policy and the way loans  
are separated into pools reflecting similar risk characteristics, see  
pages 88 to 89.

For disclosure on the Group’s accounting policy with respect to 
impairment, see pages 210 to 211. For further detail on the credit quality 
of loans under forbearance, see pages 104 to 105.

1108

1,963

2,919

09

3,380

10

4,310

5,165

07

£mTotal write offs of impaired financial assets
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Risk management
Credit risk continued

Loans and advances to customers and banks

Total gross loans and advances to customers and banks increased 2% to £513,311m. Loans and advances at amortised cost were £489,977m  
and loans and advances at fair value were £23,334m.

Loans and advances at amortised cost 
Gross loans and advances to customers and banks at amortised cost increased 2% to £489,977m with a 2% rise in both the retail and wholesale 
portfolios. Included in this balance are cash collateral and settlement balances in Barclays Capital of £75,707m. The principal drivers for this increase 
were: 

 – Barclays Capital where loans and advances increased 6% to £161,194m driven by an increase in cash collateral balances partially offset by the 
acquisition of Protium and a reduction in corporate lending; 

 – UK RBB where loans and advances increased 5% to £123,055m primarily reflecting growth in mortgage balances; 

 – Barclaycard where loans and advances increased 9% to £32,214m mainly due to the acquisition of credit card portfolios in 2011, partially offset  
by balance run-offs in FirstPlus; and 

 – Barclays Wealth where loans and advances increased 17% to £19,255m reflecting growth in collateralised lending to High Net Worth individuals. 

These increases were partially offset by a decrease in: 

 – Africa RBB where loans and advances decreased 19% to £38,361m principally reflecting the depreciation in the value of the Rand against Sterling.

Retail and wholesale loans and advances to customers and banks 

Gross
L&A
£m

Impairment
allowance

£m

L&A net of
impairment

£m

Credit risk
loansa

£m

CRLs % of
gross L&Aa

%

Loan 
impairment

chargesb

£m

Loan loss
rates

bps 

As at 31 December 2011           

Total retail  241,138  5,374  235,764  10,416   4.3   2,422   100 

           

Wholesale – customers  201,348  5,178  196,170  10,892   5.4   1,362   68 

Wholesale – banks  47,491  45  47,446  34   0.1   6   1 

Total wholesale  248,839  5,223  243,616  10,926   4.4   1,368   55 

           

Loans and advances at amortised cost  489,977  10,597  479,380  21,342   4.4   3,790   77 

           

Traded loans  1,374 n/a  1,374        

Loans and advances designated at fair value  21,960 n/a  21,960        

Loans and advances held at fair value  23,334 n/a  23,334        

           

Total loans and advances  513,311  10,597  502,714        

           

As at 31 December 2010           

Total retail  235,335  6,883  228,452  12,571   5.3   3,296   140 

           

Wholesale – customers  204,991  5,501  199,490  11,716   5.7   2,347   114 

Wholesale – banks  37,847  48  37,799  35   0.1   (18)  (5)

Total wholesale  242,838  5,549  237,289  11,751   4.8   2,329   96 

           

Loans and advances at amortised cost  478,173  12,432  465,741  24,322   5.1   5,625   118 

           

Traded loans  2,170 n/a  2,170        

Loans and advances designated at fair value  22,352 n/a  22,352        

Loans and advances held at fair value  24,522 n/a  24,522        

           

Total loans and advances  502,695  12,432  490,263        

Notes
a 31 December 2010 excludes from credit risk loans (CRLs) the loan to Protium of £7,560m against which an impairment of £532m was held. See page 111 for further information.
b Loan impairment charges, comprising impairment on loans and advances, and charges in respect of undrawn facilities and guarantees, see page 86.

92 Barclays PLC Annual Report 2011 www.barclays.com/annualreport



Risk management
Credit risk continued

Group loans and advances held at amortised cost, by industry sector and geography
Total loans and advances held at amortised cost increased by 3% to £479,380m. This movement was primarily driven by lending to banks, with cash 
collateral balances, principally to European and UK counterparties, comprising the majority of this. Home loans to customers in the UK, and cards, 
unsecured and other personal lending to customers in the Americas, Africa and Middle East and the UK, also rose in line with business growth. Further 
detail on movements in loans and advances is presented on pages 96 to 102.

Loans and advances at amortised cost net of impairment allowances, by industry sector and geography

United
Kingdom

£m
Europe

£m
Americas

£m

Africa and 
Middle East

£m
Asia
£m

Total
£m

As at 31 December 2011       

Banks 9,251 13,503 13,349 2,956 5,648 44,707 

Other financial institutionsa 18,474 20,059 44,965 2,264 3,888 89,650 

Manufacturing 6,185 3,341 1,396 1,439 543 12,904 

Construction 3,391 771 32 348 65 4,607 

Property 16,230 3,193 869 3,600 212 24,104 

Government and central bank 493 3,365 907 3,072 1,031 8,868 

Energy and water 1,599 2,448 2,165 818 384 7,414 

Wholesale and retail distribution and leisure 10,308 3,008 656 2,073 161 16,206 

Business and other services 16,473 4,981 1,584 2,907 355 26,300 

Home loans 112,260 38,508 566 19,437 501 171,272 

Cards, unsecured loans and other personal lending 27,409 6,417 9,293 6,158 785 50,062 

Other 8,363 5,554 1,312 7,471 586 23,286 

Net loans and advances to customers and banks 230,436 105,148 77,094 52,543 14,159 479,380 

Impairment allowance 4,005 2,920 2,128 1,446 98 10,597 

       

As at 31 December 2010       

Banks 4,709 8,831 17,304 1,660 3,802 36,306 

Other financial institutionsa 19,930 18,153 43,210 2,879 3,533 87,705 

Manufacturing 6,660 4,793 904 1,543 866 14,766 

Construction 3,607 1,259 34 909 54 5,863 

Property 13,746 3,024 797 4,822 418 22,807 

Government and central bank 534 1,219 354 3,648 546 6,301 

Energy and water 2,183 3,617 2,426 520 485 9,231 

Wholesale and retail distribution and leisure 11,594 2,859 644 1,888 372 17,357 

Business and other services 15,171 6,142 1,198 3,394 323 26,228 

Home loans 104,934 37,347 214 25,241 319 168,055 

Cards, unsecured loans and other personal lending 25,950 7,768 7,340 4,297 1,313 46,668 

Other 8,034 4,843 1,398 9,103 1,076 24,454 

Net loans and advances to customers and banks 217,052 99,855 75,823 59,904 13,107 465,741 

Impairment allowance 4,429 2,793 2,958 1,857 395 12,432 

Note
a Within European financial institutions were loans (excluding settlement balances and cash collateral) to French and German counterparties of £3,199m (2010: £2,161m) and £1,474m 

(2010: £1,621m) respectively.
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Group loans and advances held at fair value, by industry sector and geography
Total loans and advances held at fair value reduced 5% to £23,334m, principally reflecting the liquidation of loans to financial institutions in Europe and 
commercial real estate loans in the Americas and Europe as part of the Group’s strategy of winding down Barclays Capital’s credit market exposures. 
This reduction was offset partially by an increase in the fair value of Barclays Corporate lending to UK commercial real estate, government and business 
and other services counterparties, and the consolidation of Protium assets in the Americas.

Loans and advances held at fair value, by industry sector and geography 

United
Kingdom

£m
Europe

£m
Americas

£m

Africa and 
Middle East

£m
Asia
£m

Total
£m

As at 31 December 2011       

Banks 11 364 10 126 1 512 

Other financial institutions 142 76 892 134 21 1,265 

Manufacturing 16 211 154 7 18 406 

Construction 158 – – 19 2 179 

Property 8,443 1,147 575 133 3 10,301 

Government 5,609 – – 19 8 5,636 

Energy and water 32 203 46 104 – 385 

Wholesale and retail distribution and leisure 63 15 243 36 2 359 

Business and other services 3,381 76 201 34 – 3,692 

Other 90 66 55 317 71 599 

Total loans and advances held at fair value 17,945 2,158 2,176 929 126 23,334 

       

As at 31 December 2010       

Banks 49 766 5 193 52 1,065 

Other financial institutions 90 230 439 252 49 1,060 

Manufacturing 39 67 187 49 5 347 

Construction 199 – – 45 5 249 

Property 7,003 2,793 1,858 43 237 11,934 

Government 4,848 – – 189 51 5,088 

Energy and water 14 259 57 34 6 370 

Wholesale and retail distribution and leisure 70 14 705 11 – 800 

Business and other services 2,650 69 442 80 5 3,246 

Other 103 114 76 69 1 363 

Total loans and advances held at fair value 15,065 4,312 3,769 965 411 24,522 

Impairment allowances
Impairment allowances decreased £1,835m to £10,597m, driven primarily by a reduction in the retail portfolios due to a change in the write-off policy 
against most unsecured portfolios, debt sales and lower severity. Wholesale impairment allowances at 31 December 2010 included £532m held against 
the loan to Protium. Excluding this balance, wholesale impairment allowances increased slightly reflecting higher levels of impairment in Europe, 
particularly the property sector in Portugal, and some large single names in Barclays Capital. Amounts written off increased £855m to £5,165m driven, 
in part, by the change in write-off policy.

Movements in allowance for impairment by asset class (audited)

At beginning
of year

£m

Acquisitions
and

disposals
£m

Unwind of
discount

£m

Exchange
and other

adjustments
£m

Amounts
written off

£m
Recoveries

£m

Amounts
charged to

income
statement

£m

Balance at
31 December

£m

2011         

Home loans 854 (2) (80) (101) (184) 14 333 834 

Credit cards, unsecured and other retail lending 5,919 (4) (154) (145) (3,292) 139 2,077 4,540 

Wholesale 5,659 (12) (9) (194) (1,689) 112 1,356 5,223 

Total impairment allowance 12,432 (18) (243) (440) (5,165) 265 3,766 10,597 

         

2010         

Home loans 639 18 (54) 63 (134) 6 316 854 

Credit cards, unsecured and other retail lending 5,538 74 (153) 121 (2,618) 138 2,819 5,919 

Wholesale 4,619 (14) (6) 147 (1,558) 57 2,414 5,659 

Total impairment allowance 10,796 78 (213) 331 (4,310) 201 5,549 12,432 
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Potential Credit Risk Loans

Potential credit risk loans and coverage ratios CRLs PPLs PCRLs

As at 31 December
2011

£m
2010

£m
2011

£m
2010

£m
2011

£m
2010

£m

Home loans  3,790  4,294  221  260  4,011  4,554 

Credit cards, unsecured and other retail lending  6,626  8,277  364  465  6,990  8,742 

Retail  10,416  12,571  585  725  11,001  13,296 

Wholesale (excluding loan to Protium)  10,926  11,751  1,387  1,970  12,313  13,721 

Loan to Protiuma –  7,560  –  –  –  7,560 

Wholesale  10,926  19,311  1,387  1,970  12,313  21,281 

Group (excluding loan to Protium)  21,342  24,322  1,972  2,695  23,314  27,017 

Group  21,342  31,882  1,972  2,695  23,314  34,577 

Impairment allowance CRL coverage PCRL coverage

As at 31 December
2011

£m
2010

£m
2011

%
2010

%
2011

%
2010

%

Home loans  834  854  22.0  19.9  20.8  18.8 

Credit cards, unsecured and other retail lending  4,540  6,029  68.5  72.8  64.9  69.0 

Retail  5,374  6,883  51.6  54.8  48.9  51.8 

Wholesale (excluding loan to Protium)  5,223  5,017  47.8  42.7  42.4  36.6 

Loan to Protiuma –  532 –  7.0 –  7.0 

Wholesale  5,223  5,549  47.8  28.7  42.4  26.1 

Group (excluding loan to Protium)  10,597  11,900  49.7  48.9  45.5  44.0 

Group  10,597  12,432  49.7  39.0  45.5  36.0 

To facilitate comparison between periods, the analysis below is based on Group (excluding loan to Protium) as the Protium loan was repaid in 2011. 

Credit Risk Loans (CRLs)
CRLs fell 12% to £21,342m. CRL balances in the wholesale portfolio decreased 7% primarily due to falls in:

 – Barclays Corporate, where lower balances in the UK reflected the high level of write-offs and balance reductions. Balances in Europe remained stable 
with higher balances in Portugal and Italy reflecting deteriorating credit conditions offset by lower balances in Spain; and

 – Africa RBB, principally due to the depreciation in the value of the Rand against Sterling, repayments and a slowdown in new CRLs. 

CRL balances in retail portfolios decreased 17%, reflecting the write-off of balances following a reduction in the period between accounting charge-off 
and write-off from 18 months to 12-months across the majority of unsecured portfolios, as well as lower rate of inflows, debt sales and customer 
repayments.

The main exception was Europe RBB where the overall balance was largely unchanged as decreases in Spain, principally resulting from a series of 
unsecured portfolio sales in 2011, were offset by increases, mainly in the mortgage portfolios as a consequence of higher delinquent balances in 
deteriorating economic conditions.

Potential Problem Loans (PPLs)
PPLs fell 27% to £1,972m. PPL balances in the wholesale portfolio decreased 30% primarily due to improved credit grading of a small number of 
Barclays Capital customers. PPL balances in the retail portfolio decreased 19% reflecting lower balances in early delinquency arrears across the majority 
of businesses.

Coverage ratios
The CRL coverage ratio increased slightly to 49.7% (2010: 48.9%) reflecting an increase in the wholesale portfolio ratio to 47.8% (2010: 42.7%)  
and a decrease in the retail portfolio ratio to 51.6% (2010: 54.8%).

The PCRL coverage ratio increased slightly to 45.5% (2010: 44.0%) reflecting an increase in the wholesale portfolio ratio to 42.4% (2010: 36.6%)  
and a decrease in the retail portfolio ratio to 48.9% (2010: 51.8%).

Notes
a Refer to page 111 for further information on Protium. 
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Risk management
Credit risk continued

Retail credit risk 

Gross loans and advances to customers in the retail portfolios increased 2% to £241,138m. In UK RBB, the increase of 6% to £120,312m primarily 
reflected growth in mortgage balances. Barclaycard loans and advances increased 8% to £31,738m mainly due to the acquisition of credit card 
portfolios in 2011, partially offset by balance run-offs in FirstPlus. Barclays Wealth loans and advances increased 24% to £16,784m reflecting growth  
in collateralised lending to High Net Worth individuals. These increases were partially offset by a 19% decrease in Africa RBB to £26,363m primarily due 
to the depreciation in the value of the Rand against Sterling and lower originations in South Africa Home Loans. Balances in Europe RBB remained 
broadly stable at £44,488m as growth in Italian Home Loans was offset by lower balances in Spain as new mortgage business reduced.

Retail impairment allowances decreased 22% to £5,374m principally due to changes in the write-off policy, debt sales and lower severity.

The total loan impairment charge across the retail portfolios reduced 27% to £2,422m as a result of lower charges across all businesses. The loan 
impairment charge at Barclaycard decreased 26% to £1,232m as a result of reduced delinquency rates and customer balance repayments, principally  
in the US. The loan impairment charge at UK RBB decreased 34% to £491m mainly reflecting the low interest rate environment, low arrears rates and 
lower flows in collections in UK personal loans. The Africa RBB loan impairment charge decreased 12% to £386m, mainly reflecting improved economic 
conditions in South Africa and better recoveries across the continent. 

Lower impairment charges coupled with higher loan balances led to a fall in the retail loan loss rate to 100bps (2010: 140bps). 

CRLs in the retail portfolios decreased 17% to £10,416m reflecting the write-off of balances following a reduction in the period between accounting 
charge-off and write-off from 18 months to 12-months across the majority of unsecured portfolios, as well as lower rate of inflows, debt sales and 
customer repayments. The main exception was Europe RBB where the overall balance was largely unchanged as decreases in Spain, principally 
resulting from a series of unsecured portfolio sales in 2011, were offset by increases, mainly in the mortgage portfolios as a consequence of higher 
delinquent balances in deteriorating economic conditions.

Retail loans and advances at amortised cost

Gross L&A
£m

Impairment
allowance

£m

L&A net of
impairment

£m

Credit risk 
loans

£m

CRLs % of 
gross L&A

%

Loan 
impairment 

charges
£m

Loan loss 
rates

bps

As at 31 December 2011        

UK RBB  120,312  1,623  118,689  3,014  2.5  491  41 

Europe RBBa  44,488  684  43,804  1,708  3.8  241  54 

Africa RBB  26,363  731  25,632  2,362  9.0  386  146 

Barclaycard  31,738  2,069  29,669  2,821  8.9  1,232  388 

Barclays Corporateb  1,453  188  1,265  182  12.5  49  337 

Barclays Wealth  16,784  79  16,705  329  2.0  23  14 

Total  241,138  5,374  235,764  10,416  4.3  2,422  100 

        

As at 31 December 2010        

UK RBB  113,800  1,737  112,063  3,166  2.8  739  65 

Europe RBBa  44,500  833  43,667  1,729  3.9  314  71 

Africa RBB  32,499  1,002  31,497  3,367  10.4  439  135 

Barclaycard  29,281  2,981  26,300  3,678  12.6  1,668  570 

Barclays Corporateb  1,671  255  1,416  301  18.0  115  688 

Barclays Wealth  13,584  75  13,509  330  2.4  21  15 

Total  235,335  6,883  228,452  12,571  5.3  3,296  140 

Notes
a Europe RBB includes loans and advances to business customers at amortised cost.
b Barclays Corporate primarily includes retail portfolios in India and UAE. For 2010 it also included retail portfolios in Russia which were sold in 2011.
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Analysis of retail gross loans and advances 

Secured 
home loans

£m

Credit cards, 
overdrafts 

and 
unsecured 

loans
£m

Other 
secured 

retail 
lendinga

£m

Business 
lending

£m
Total retail

£m

As at 31 December 2011       

UK RBB  107,775  7,351  –   5,186  120,312 

Europe RBB  37,099  4,994  –   2,395  44,488 

Africa RBB  19,691  2,715  3,405   552  26,363 

Barclaycard  –  28,557  3,181   –  31,738 

Barclays Corporate  421  728  284   20  1,453 

Barclays Wealth  7,120  1,860  7,804   –  16,784 

Total  172,106  46,205  14,674   8,153  241,138 

       

As at 31 December 2010       

UK RBB  101,281  8,375  –   4,144 113,800 

Europe RBB  36,509  5,670  –   2,321 44,500 

Africa RBB  24,743  3,058  4,186   512 32,499 

Barclaycard  –  25,472  3,809   – 29,281 

Barclays Corporate  398  1,016  225   32 1,671 

Barclays Wealth  5,915  2,108  5,561   – 13,584 

Total  168,846  45,699  13,781   7,009 235,335 

Secured home loans 
Total home loans to retail customers increased 2% as lending was increased to meet customer demand, whilst maintaining broadly stable lending 
criteria. Home Loans as a proportion of retail gross loans and advances remained broadly unchanged at 71%. The principal home loan portfolios listed 
below account for 93% of total home loans in the Group’s retail portfolios.

Home loans principal portfoliosb

Gross loans 
and 

advances 
£m

> 90 day
 arrears

% 

Gross 
charge-off

 rates
% 

Recoveries 
proportion 

of 
outstanding 

balances
% 

Recoveries 
impairment 

coverage 
ratio

% 

As at 31 December 2011        

UK 107,775 0.3  0.6 0.6 15.3  

South Africac 17,585 3.2  3.7 6.9 19.4  

Spain 14,918 0.5  0.6 1.6 32.5  

Italy 15,935 1.0  0.5 1.3 29.3  

Portugal 3,891 0.6  1.1 2.0 15.0  

         

As at 31 December 2010       

UK 101,281 0.3  0.5 0.7 8.6  

South Africac 22,575 3.9  3.5 6.7 23.0  

Spain 16,264 0.4  0.7 1.6 32.0  

Italy 13,809 0.8  0.6 1.2 29.0  

Portugal 3,713 0.4  0.7 1.5 12.6  

Notes
a Other Secured Retail Lending includes Absa Vehicle and Auto Finance in Africa RBB, FirstPlus in Barclaycard and Investment Leverage portfolio in Barclays Wealth.
b Excluded from the above analysis are: Wealth Home Loans, which are managed on the basis of individual customer exposures, France Home Loans and other small home loan portfolios.
c South Africa Home Loans recoveries impairment coverage ratio has been revised to exclude interest and fees in suspense.
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Arrears rates remained stable in the UK as targeted balance growth and better customer affordability criteria continued to be supported by the low  
base rate environment.

Arrears rates for South Africa Home Loans decreased but gross charge-off rates increased as contracts in debt counselling were terminated and legal 
actions were commenced which resulted in an increase in the recoveries book. The fall in recoveries impairment coverage ratio for South Africa Home 
Loans reflected, in part, the impact of a revised LGD model implementation in the second half of 2011. The lower LGD reflected higher levels of cash 
collected in the recoveries portfolio.

Arrears rates in Spain remained broadly stable, but increased in Portugal and Italy due to the deterioration in economic conditions including the impact 
of austerity measures.

Principal home loans portfolios – distribution of balances by LTV (updated valuations)a

UK Spainb South Africa Italy Portugalb

As at 31 December
2011

% 
2010

% 
2011

%  
2010

% 
2011

% 
2010

% 
2011

% 
2010

% 
2011

% 
2010

% 

<=75% 77.6 78.5 72.1 75.7  58.8 56.1 70.7 72.3 49.0 51.0  

>75% and <=80% 7.5 6.8 6.6 6.6  8.7 8.1 16.8 16.8 11.4 12.5  

>80% and <=85% 5.3 4.8 5.7 5.5  8.3 8.5 10.2 8.6 13.7 11.8  

>85% and <=90% 3.6 3.6 4.0 3.2  7.2 7.9 1.3 1.3 9.4 10.5  

>90% and <=95% 2.4 2.6 2.6 2.3  5.3 6.6 0.5 0.4 8.8 8.9  

>95% 3.6 3.7 9.0 6.7  11.7 12.8 0.5 0.6 7.7 5.3  

              

Marked to market LTVc 44.3 42.6 60.1 57.5  45.2 45.0 46.9 45.3 69.6 68.0  

Average LTV on new mortgages 54.0 51.6 61.3 61.1  61.2 61.0 59.6 59.0 67.7 69.0  

New mortgages proportion above 85% LTV 0.8 0.5 1.3 0.7  29.9 29.8 – – 5.5 12.2  

New mortgages (£m) 17,202 16,875 502 1,963  1,381 1,593 3,719 3,544 495 633  

The risk profile on the principal home loan portfolios is reflected by the moderate average Loan to Value (LTV) of the existing portfolios and range  
of LTVs of new mortgage lending. Although period end marked to market LTVs have increased marginally across all principal home loan portfolios 
compared to December 2010, the portfolios continued to remain well secured. The increase in average LTV for new mortgage business in the UK  
was driven by more tailored lending criteria which allowed for additional business to be written at higher LTVs within the existing underwriting criteria. 
There was no material impact on impairment as a result, in 2011. Any increase to impairment from the change in risk profile is factored into impairment 
models. In the UK, buy to let mortgages comprised 6% of the total stock (2010: 6%). The average LTV on new mortgages for Spain remained stable 
and was within the Group approved risk profile. New lending has primarily been driven by new mortgages for house purchase rather than remortgages, 
for which the demand contracted significantly.

Risk management
Credit risk continued

Notes
a Excluded from the above analysis are: Wealth Home Loans, which are managed on the basis of individual customer exposures, France Home Loans and other small Home Loans portfolios.
b Spain and Portugal marked to market methodology based on balance weighted approach.
c Portfolio marked to market based on current valuations, including recoveries balances.
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Credit cards, overdrafts and unsecured loans 
The principal portfolios listed below account for 79% of total credit cards, overdrafts and unsecured loans in the Group’s retail portfolios. Total credit 
cards, overdrafts and unsecured loans increased 1% primarily due to increased lending in UK Cards and the acquisitions of credit card portfolios in 2011. 

Principal portfolios

Gross loans 
and 

advances
£m

30 day 
arrears

%

90 day
arrears

%

Gross
charge-off 

rates
%

Recoveries
proportion 

of
outstanding 

balances
%

Recoveries 
impairment 

coverage 
ratio

%

As at 31 December 2011          

UK cardsa 13,162 2.7  1.2  6.0  5.1 85.2 

US cardsb 8,303 3.1  1.5  7.6  3.5 92.1 

UK personal loansc 5,166 3.4  1.7  6.5  19.0 82.8 

Barclays Partner Finance 2,122 2.4  1.3  4.6  6.3 84.8 

South Africa cardsd 1,816 4.9  2.7  5.5  6.7 72.9 

Europe RBB cardse 1,684 5.9  2.6  10.1  13.8 89.5 

Italy salary advance loansf 1,629 2.6  1.3  6.3  6.6 11.7 

South Africa personal loans 1,164 6.4  3.9  8.3  6.9 72.4 

UK overdrafts 1,322 6.0  3.9  9.7  17.5 90.6 

           

As at 31 December 2010          

UK cards 12,297 3.4  1.5  8.4  9.1 83.9 

US cards 7,453 4.6  2.5  12.2  8.1 93.8 

UK personal loansc 5,756 4.7  2.6  7.9  18.5 82.5 

Barclays Partner Finance 2,143 2.8  1.3  6.8  8.3 94.1 

South Africa cardsd 2,113 7.2  4.7  7.2  8.7 80.4 

Europe RBB cardse 1,814 6.8  3.2  13.1  18.2 91.4 

Italy salary advance loansf 1,609 2.9  1.0  7.3  5.0 7.5 

South Africa personal loans 1,435 6.6  4.5  8.4  5.3 79.0 

UK overdrafts 1,430 7.2  4.9  10.9  18.2 92.9 

30 day arrears rates reduced in 2011 in all the principal portfolios, with 90 day arrears rates reducing in all portfolios except Italy salary advance loans. 
90 day arrears reduced to 1.2% (2010: 1.5%) in UK cards and to 1.5% (2010: 2.5%) in US cards, reflecting better, although still subdued, economic 
conditions during 2011, the impact of customer loan repayments and a continued revision of the credit approval policy in Barclaycard.

Retail forbearance programmes
Retail forbearance is available to customers experiencing financial difficulties. Forbearance solutions take a number of forms depending on individual 
customer circumstances. Short term solutions focus on temporary reductions to contractual payments and may change from capital and interest 
payments to interest only. For customers with longer term financial difficulties, term extensions may be offered, which may also include interest rate 
concessions.

When an account is placed into a programme of forbearance, the asset will be classified as such for the remainder of its term. Accounts may be up 
to date on a programme of forbearance but will continue to be classified as subject to forbearance and therefore will be included as forborne until the 
loan is repaid, a programme of rehabilitation is agreed or the loan is written off.

When Barclays agrees to a forbearance programme with a customer, the impairment allowance recognises the impact on cashflows of the agreement 
to receive less than the original contractual payments. The Group Retail Impairment Policy prescribes the methodology for impairment of forbearance 
assets, which is measured by comparing the debt outstanding to the revised expected repayment. This results in higher impairment than for fully 
performing assets, reflecting the additional credit risk attached to loans subject to forbearance.

During 2011, Barclays continued to assist customers in financial difficulty through the use of forbearance programmes. However, the extent of 
forbearance offered by the Group to customers and clients is immaterial to the size of the loan book. 

Forbearance on the Group’s principal portfolios in US, UK and Europe are presented below. Additional portfolios will be added to this disclosure should 
the forbearance in respect of such portfolios become material.

Notes
a UK cards excludes £1.5bn relating to Egg credit card assets, which were recognised on acquisition at fair value (with no related impairment allowance). An impairment allowance of £20m is 

held on Egg balances post acquisition.
b Risk metrics exclude the impact of the $1.4bn Upromise portfolio acquired in December 2011.
c Gross loans and advances for UK personal loans as at 31 December 2010 have been revised to exclude £740m of UK smaller specialist loans as they are no longer considered to be principal 

portfolio.
d South Africa cards 30 and 90 days arrears revised to include approved debt counselling accounts.
e Europe RBB includes Spain, Portugal and Italy card assets.
f The recoveries impairment coverage ratio for Italy salary advance loans is lower than other unsecured portfolios as these loans are extended to customers where the repayment is made via a 

salary deduction at source by qualifying employers and Barclays is insured in the event of termination of employment or death.  Recoveries represent balances where insurance claims are 
pending that we believe are largely recoverable, hence the lower coverage.
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The level of forbearance extended to customers in other retail portfolios is not material and, typically, does not currently play a significant part in the 
way customer relationships are managed.

Barclays would not consider a retail loan to be renegotiated where the amendment is at the request of the customer, there is no evidence of actual  
or imminent financial difficulty and the amendment meets with all Barclays underwriting criteria. In this case it would be treated as a new loan.

In addition Barclays will allow re-ageing of an account once in 12-months or twice in 5 years, providing strict qualification criteria are met including 
making three consecutive monthly payments. An account so re-aged is not considered to be restructured because the contractual monthly payments 
remain unchanged.

Principal portfolios

Gross L&A 
subject to 

forbearance
 programmes

£m

Forbearance 
programmes 

proportion 
of 

outstanding 
balances

%

Impairment 
coverage on 

gross L&A 
subject to 

forbearance
 programmes

%

Marked to 
market LTV 

of home loan 
forbearance 

balances
%

As at 31 December 2011     

Home loans     

UK 1,613 1.5 0.8 31.6 

Spain 145 1.0 3.7 67.4 

Italy 171 1.1 2.6 46.5 

Credit cards, overdrafts and unsecured loans     

UK cardsa 946 7.1 38.2 n/a

UK personal loans 201 3.8 28.2 n/a

US cards 125 1.7 19.7 n/a

      

As at 31 December 2010     

Home loans     

UK 1,446  1.4  0.9  31.8 

Spain 151  1.0  0.8  61.6 

Italy 186  1.4  0.6  47.4 

Credit cards, overdrafts and unsecured loans     

UK cardsb 908  7.2  30.6 n/a

UK personal loans 215  3.7  31.7 n/a

US cards 150  2.1  18.4 n/a

Forbearance in principal home loans portfolios increased 8% to £1,929m (2010: £1,783m), principally in the UK.

Within UK home loans, term extensions accounted for the majority of forbearance balances. Since January 2008 an additional £1.5bn of interest  
only mortgages have received a term extension, which have not been classified as forbearance as the contractual monthly payments did not alter.

In Spain, forbearance accounts are usually full account restructures. In Italy, the majority of balances relate to specific schemes required by the 
Government (e.g. debt relief scheme following the earthquake of 2009) and are weighted towards payment holidays and interest suspensions.

Forbearance in principal credit cards, overdrafts and unsecured loans portfolios remains stable at £1,272m (2010: £1,273m). Impairment allowances 
against UK cards forbearance increased to reflect revised expectations on debt repayment. As a result, the impairment coverage ratio increased to 
36.5% (2010: 30.6%).

For detail on how loans are separated into pools reflecting similar risk characteristics, refer to page 89.

Risk management
Credit risk continued

Notes
a UK cards excludes £43m relating to credit card assets acquired from Egg UK, which were recognised on acquisition at fair value (with no related impairment allowance).
b UK cards revised to include partnership card assets.
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Wholesale credit risk

Gross loans and advances to customers and banks in the wholesale portfolios increased 2% to £248,839m principally as a result of a rise of 6% in 
Barclays Capital to £161,194m. For more detail, see analysis of Barclays Capital wholesale loans and advances on page 102. This increase was partially 
offset by an 18% decrease in balances in Africa RBB to £11,998m, primarily due to the depreciation in the value of the Rand against Sterling and from 
lower demand. 

Wholesale impairment allowances at 31 December 2010 included £532m held against the loan to Protium. Excluding this balance, wholesale 
impairment allowances increased 4% to £5,223m reflecting higher levels of new impairment in Europe, particularly the property sector in Portugal and 
some large single names in Barclays Capital.

The total loan impairment charge across the wholesale portfolios improved 41% to £1,368m principally reflecting lower charges in Barclays Capital, 
mainly as a result of charges in leveraged finance being partially offset by a release of £223m relating to the loan to Protium which has now been repaid; 
and in Barclays Corporate due to lower credit impairment charges in Spain reflecting lower exposure to the property and construction sector. Charges 
also reduced in the Barclays Corporate UK business, reflecting lower default rates and tightly controlled exposure to commercial real estate loans. 
However, weak credit conditions in Portugal led to a higher charge in 2011.

The substantial reduction in the impairment charge and higher loan balances led to a lower wholesale loan loss rate of 55bps in 2011 (2010: 96bps).

CRLs in the wholesale portfolio, excluding Protium, decreased 7%  to £10,926m primarily due to falls in Barclays Corporate where lower balances in 
the UK reflected the high level of write-offs and balance reductions; and  Africa RBB, principally due to the depreciation in the value of the Rand against 
Sterling, repayments and a slowdown in new CRLs. Balances in Barclays Corporate Europe remained stable with higher balances in Portugal and Italy 
reflecting deteriorating credit conditions, offset by lower balances in Spain.

Presented below is further information related to the Group’s wholesale lending portfolios by business, with additional analysis of portfolios in Barclays 
Capital in relation to wholesale credit risk.

Further detail in relation to the Group’s wholesale lending is presented as part of geographical and industrial loan concentrations (pages 93 to 94); 
potential credit risk loans (page 95); forbearance (pages 99 to 100); loan credit quality (pages 104 to 105) and exposures to selected Eurozone countries 
(pages 112 to 119).

Wholesale loans and advances at amortised costa

Gross L&A
£m

Impairment
allowance

£m

L&A net of
impairment

£m

Credit risk 
loans

£m

CRLs % of 
gross L&A

%

Loan 
impairment 

charges
£m

Loan loss 
rates

bps

As at 31 December 2011           

UK RBB  2,743  63  2,680   285  10.4   45  164 

Africa RBB  11,998  298  11,700   723  6.0   78  65 

Barclaycardb  476  8  468   3  0.6   27  567 

Barclays Capitalc,d  161,194  2,555  158,639   5,253  3.3   129  8 

Barclays Corporate  67,999  2,231  65,768   4,309  6.3   1,073  158 

– UK  53,668  545  53,123   1,267  2.4   345  64 

– Europe  12,576  1,574  11,002   2,876  22.9   699  556 

– Rest of World  1,755  112  1,643   166  9.5   29  165 

Barclays Wealth  2,471  51  2,420   317  12.8   18  73 

Head Office Functions and Other Operations  1,958  17  1,941   36  1.8  (2) nm

Total  248,839  5,223  243,616   10,926  4.4   1,368  55 

            

As at 31 December 2010           

UK RBB  3,889  77  3,812  345  8.9   80  206 

Africa RBB  14,644  362  14,282  1,154  7.9   123  84 

Barclaycardb  338  5  333  7  2.1   20  592 

Barclays Capitalc,d  152,711  3,036  149,675  5,370  3.5   642  42 

Barclays Corporate  66,961  1,986  64,975  4,591  6.9   1,436  214 

– UK  50,599  539  50,060   1,503  3.0   447  88 

– Europe  14,094  1,333  12,761   2,935  20.8   940  667 

– Rest of World  2,268  114  2,154   153  6.7   49  216 

Barclays Wealth  2,884  66  2,818  218  7.6   27  94 

Head Office Functions and Other Operations  1,411  17  1,394  66  4.7   1  7 

Total  242,838  5,549  237,289  11,751  4.8   2,329  96 

Notes
a Loans and advances to business customers in Europe RBB are included in the retail loans and advances at amortised cost table on page 96.
b Barclaycard wholesale loans and advances represent corporate credit and charge cards.
c Barclays Capital gross loans and advances includes cash collateral and settlement balances of £75,707m as at 31 December 2011 and £56,486m as at 31 December 2010.  

Excluding these balances CRLs as a proportion of gross loans and advances were 6.1% and 5.6% respectively.
d Barclays Capital credit risk loans exclude the loan to Protium of £7,560m held as at 31 December 2010.
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Analysis of Barclays Capital wholesale loans and advances at amortised cost
Barclays Capital wholesale loans and advances increased 6% to £161,194m (2010: £152,711m). This was driven by an increase in cash collateral 
balances partially offset by the acquisition of Protium and a reduction in corporate lending.

Included within corporate lending and other wholesale lending portfolios are £3,204m (2010: £3,787m) of loans backed by retail mortgage collateral 
classified as lending to financial institutions.

Analysis of Barclays Capital wholesale loans and advances at amortised cost 

Gross L&A
£m

Impairment
allowance

£m

L&A net of
impairment

£m

Credit risk 
loansa

£m

CRLs % of 
gross L&Aa 

%

Loan 
impairment 

charges
£m

Loan loss 
rates

bps

As at 31 December 2011          

Loans and advances to banks          

Interbank lending 19,655 45 19,610 34  0.2  (5) (3)

Cash collateral and settlement balances 23,066 – 23,066 –  –  – – 

Loans and advances to customers          

Corporate lending 38,326 730 37,596 1,515  4.0  194 51 

Government lending 3,276 – 3,276 –  –  – – 

ABS CDO Super Senior 3,390 1,548 1,842 3,390  100.0  6 18 

Other wholesale lending 20,840 232 20,608 314  1.5  (66) (32)

Cash collateral and settlement balances 52,641 – 52,641 –  –  – – 

Total 161,194 2,555 158,639 5,253  3.3  129 8 

          

As at 31 December 2010          

Loans and advances to banks          

Interbank lending 21,547 48 21,499 35  0.2  (18) (8)

Cash collateral and settlement balances 14,058 – 14,058 –  –  – – 

Loans and advances to customers          

Corporate lending 41,891 798 41,093 1,483  3.5  285 68 

Government lending 2,940 – 2,940 –  –  – – 

ABS CDO Super Senior 3,537 1,545 1,992 3,537  100.0  (137) (387)

Other wholesale lending 26,310 645 25,665 315  1.2  512 195 

Cash collateral and settlement balances 42,428 – 42,428 –  –  – – 

Total 152,711 3,036 149,675 5,370  3.5  642 42 

Risk management
Credit risk continued

Note
a Barclays Capital credit risk loans as at 31 December 2010 exclude the loan to Protium. Other wholesale lending CRLs and CRLs % of Gross L&A including the loan to Protium were  £7,875m 

and 29.9% respectively.
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Wholesale forbearance programmes
Whilst there are no standardised wholesale forbearance programmes, as part of the ongoing provision of lending facilities to corporates and businesses, 
credit terms are reviewed and may be revised where this is the optimum strategy for the performance of our customers’ businesses and therefore 
Barclays loans and advances.

Wholesale client relationships are individually managed with lending decisions made with reference to specific circumstances and on bespoke terms.  
As changes in original terms are made for a variety of reasons and in a variety of ways including those not related to the customer’s ability to repay a 
loan, comprehensive data is not currently compiled to quantify the lending where changes in original terms have been agreed as a result of forbearance.

Impairment is assessed for each individual counterparty and recognised where relevant impairment triggers have been reached, including where 
customers are in arrears and require renegotiation of terms.

A control framework exists along with regular sampling to ensure watch list and impairment policies are implemented as defined and to ensure that all 
assets have suitable levels of impairment applied. Portfolios are subject to independent assessment.

Corporate loans modified on a commercial basis in the normal course of business are not considered to be renegotiated or restructured (forborne) 
loans.

Wholesale collateral
When property is taken as collateral it is monitored to ensure that the current value is not less than its value at origination. Monitoring is undertaken at 
least once every three years for residential property, and annually for commercial property. More frequent monitoring is carried out where the property 
sector is subject to significant deterioration. 

Deterioration is monitored principally by geography. Specific exercises to monitor property values may be undertaken where the property sector  
in a given geography has been subject to significant deterioration and where Barclays has a material concentration of property collateral.

Monitoring may be undertaken either at the level of an individual property or at a portfolio level. 

Monitoring on a portfolio level refers to a more frequent process of indexing collateral values on each individual loan, using a regional or national index, 
and updating LGD values. Where an appropriate local index is not available, property values are monitored on an individual basis as part of the annual 
review process for the loan.

For larger loans property valuation is reviewed by an independent valuer at least every 3 years, and an independent valuer also reviews the property 
valuation where information indicates that the value of the property may have declined materially relative to general market prices. In addition, trigger 
points are defined under which property values must be reviewed.

Liens over fluctuating assets of a borrower such as inventory and trade receivables, known as floating charges, are monitored regularly. The valuation of 
this type of collateral takes into account the ability to establish objectively a price or market value, the frequency with which the value can be obtained 
(including a professional appraisal or valuation), and the volatility or a proxy for the volatility of the value of the collateral.

Additional revaluations are usually performed when a loan is moved to EWL or WL. More detail of when a corporate account may be moved to an EWL 
or WL may be found on page 88. Exceptions to this may be considered where it is clear a revaluation is not necessary, for instance where there is a very 
high margin of security or a recent valuation has been undertaken. Conversely, a material reduction in the value of collateral held represents an increase 
in credit risk and will often cause a loan to be placed on the EWL or WL. 

Any one of these events may also trigger a test for impairment, depending on individual circumstances of the loan. When calculating impairment, the 
difference between an asset’s carrying amount and the present value of all estimated cash flows discounted at the original effective interest rate will be 
recognised as an impairment. Such cash flows include the estimated fair value of the collateral which reflects the results of the monitoring and review  
of collateral values as detailed above and valuations undertaken as part of our impairment process.

Whether property values are updated as part of the annual review process, or by indexation of collateral values, the updated collateral values feed into 
the calculation of risk parameters (for example LGD) which, in turn, feed into identified and unidentified impairment calculations at each balance sheet 
date. See the impairment allowances section on page 94 for more detail.

Trends in loan loss rates incorporate the impact of any decrease in the fair value of collateral held.

For further information on collateral and other credit enhancements held against the Group’s assets, refer to pages 79 to 83.
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Credit quality of loans and advances (audited)

All loans and advances are categorised as neither past due nor impaired, past due but not impaired, or impaired.  Impaired loans include restructured 
loans. For the purposes of these disclosures: 

 – A loan is considered past due when the borrower has failed to make a payment when due under the terms of the loan contract;

 – The impairment allowance includes allowances both against financial assets that have been individually impaired and those subject to collective 
impairment;

 – Loans neither past due nor impaired consist predominantly of wholesale and retail loans that are performing. These loans, although unimpaired,  
may carry an unidentified impairment allowance;

 – Loans that are past due but not impaired consist predominantly of wholesale loans that are past due but individually assessed as not being impaired. 
These loans, although individually assessed as unimpaired, may carry an unidentified impairment allowance; 

 – Impaired loans that are individually assessed for impairment consist predominantly of wholesale loans that are past due and for which an individual 
allowance has been raised; and

 – Impaired loans that are collectively assessed for impairment consist predominantly of retail loans that are 1 day or more past due for which a 
collective allowance is raised. Wholesale loans that are past due, individually assessed as unimpaired, but which carry an unidentified impairment 
allowance, are excluded from this category. (Refer to pages 89 to 91 for further detail on the Group’s impairment policy.)

Home loans and credit cards, unsecured and other retail lending are subject to forbearance in the retail portfolios and are included in the collectively 
assessed impaired loans column in the table below. Included within wholesale loans that are neither past due nor impaired are a portion of loans that 
have been subject to forbearance or similar strategies as part of the Group’s ongoing relationship with customers. The loans will have an internal rating 
reflective of the level of risk to which the Group is exposed, bearing in mind the circumstances of the forbearance and the overall performance and 
prospects of the customer. Loans on forbearance programmes will typically, but not always, attract a higher risk rating than similar loans which are not. 
A portion of wholesale loans under forbearance is included in the past due but not impaired column, although not all loans subject to forbearance are 
necessarily impaired or past due.  Where wholesale loans under forbearance have been impaired, these form part of individually assessed impaired loans.

Loans and advances (audited)

Neither
past due

nor
impaireda

£m

Past due
but not

impairedb

£m

Impaired Loans

Total
£m

Impairment
allowance

£m
Collectively

£m
Individually

£m

As at 31 December 2011         

Trading portfolio loans 1,374  –  – – 1,374 – 

Loans and advances designated at fair value 21,528  432  – – 21,960 – 

Home loans 160,932  114  10,678 382 172,106 (834)

Credit cards, unsecured and other retail lending 60,648  348  7,334 702 69,032 (4,540)

Wholesale 228,909  9,507  816 9,607 248,839 (5,223)

Total 473,391  10,401  18,828 10,691 513,311 (10,597)

          

As at 31 December 2010         

Trading portfolio loans 2,170  –  – – 2,170 – 

Loans and advances designated at fair value 22,273  79  – – 22,352 – 

Home loans 156,908  467  11,238 296 168,909 (854)

Credit cards, unsecured and other retail lending 54,435  626  9,459 668 65,188 (5,919)

Wholesale 218,622  7,070  779 17,605 244,076 (5,659)

Total 454,408  8,242  21,476 18,569 502,695 (12,432)

Loans and advances neither past due nor impaired (audited)

2011 2010

As at 31 December
Strong

£m
Satisfactory

£m
Higher risk

£m
Total

£m
Strong

£m
Satisfactory

£m
Higher risk

£m
Total

£m

Trading portfolio loans  74  821  479  1,374  352  1,203  615  2,170 

Loans and advances designated at fair value  19,484  1,487  557  21,528  17,496  2,100  2,677  22,273 

Home loans  134,009  25,847  1,076  160,932  125,311  29,785  1,812  156,908 

Credit cards, unsecured and other retail lending  14,226  45,388  1,034  60,648  9,239  41,896  3,300  54,435 

Wholesale  162,134  61,964 4,811  228,909  151,449  61,281  5,892  218,622 

Total  329,927  135,507  7,957  473,391  303,847  136,265  14,296  454,408 

% of total 69.7% 28.6% 1.7% 100.0% 66.9% 30.0% 3.1% 100.0%

Risk management
Credit risk continued

Notes
a For 2010, as a result of improvements in data quality, home loans to the value of £40.0bn that were classified as Satisfactory in 2010 have been identified as being Strong.
b For 2011 reporting, loans that were previously classified as past due but not individually impaired have been disaggregated between loans past due but not impaired and collectively 

assessed impaired loans.
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For the purposes of the analysis of credit quality, the following internal measures of credit quality have been used:

Retail lending Wholesale lending

Financial statements description
Probability 
of default

Probability 
of default

Default
grade

Strong 0.0-0.60% 0.0-0.05% 1-3

  0.05-0.15% 4-5

  0.15-0.30% 6-8

  0.30-0.60% 9-11

Satisfactory 0.60-10.00% 0.60-2.15% 12-14

  2.15-11.35% 15-19

Higher risk 10.00%+ 11.35%+ 20-21

Financial statement descriptions can be summarised as follows:

 – Strong – there is a very high likelihood of the asset being recovered in full.

 – Satisfactory – whilst there is a high likelihood that the asset will be recovered and therefore, of no cause for concern to the Group, the asset may  
not be collateralised, or may relate to retail facilities, such as credit card balances and unsecured loans, which have been classified as satisfactory, 
regardless of the fact that the output of internal grading models may have indicated a higher classification. At the lower end of this grade there are 
customers that are being more carefully monitored, for example, corporate customers which are indicating some evidence of some deterioration, 
mortgages with a high loan to value ratio, and unsecured retail loans operating outside normal product guidelines.

 – Higher risk – there is concern over the obligor’s ability to make payments when due. However, these have not yet converted to actual delinquency. 
There may also be doubts over value of collateral or security provided. However, the borrower or counterparty is continuing to make payments when 
due and is expected to settle all outstanding amounts of principal and interest.

An age analysis of loans and advances that are past due but not impaired is set out below.

Loans and advances past due but not impaired (audited)

Past due 
up to 1 
month

£m

Past due
 1-2

months
£m

Past due
2-3

months
£m

Past due 
3-6

months
£m

Past due
6 months
and over

£m
Total

£m

As at 31 December 2011       

Loans and advances designated at fair value  56  46  –  3  327  432 

Home loans  35  5  22  31  21  114 

Credit cards, unsecured and other retail lending  117  29  27  48  127  348 

Wholesale  8,343  315  298  315  236  9,507 

Total  8,551  395  347  397  711  10,401 

       

As at 31 December 2010       

Loans and advances designated at fair value  –  –  70  1  8  79 

Home loans  164  22  28  29  224  467 

Credit cards, unsecured and other retail lending  268  86  96  81  95  626 

Wholesale  4,653  730  482  504  701  7,070 

Total  5,085  838  676  615  1,028  8,242 

Loans and advances assessed as impaired (audited)

Collectively assessed

As at 31 December 2011

Past due 
up to 1 
month

£m

Past due
 1-2

months
£m

Past due
2-3

months
£m

Past due 
3-6

months
£m

Past due
6 months
and over

£m
Total

£m

Individually 
assessed

£m
Total

£m

Home loans  4,034  2,636  550  1,345  2,113  10,678  382  11,060 

Credit cards, unsecured and other retail lending  1,390  1,117  357  885  3,585  7,334  702  8,036 

Wholesale  138  71  71  81  455  816  9,607  10,423 

Total  5,562  3,824  978  2,311  6,153  18,828  10,691  29,519 

         

As at 31 December  2010

Home loans  4,751  1,853  889  1,352  2,393  11,238  296  11,534 

Credit cards, unsecured and other retail lending  1,380  1,105  502  1,133  5,339  9,459  668  10,127 

Wholesale  114  58  51  116  440  779  17,605  18,384 

Total  6,245  3,016  1,442  2,601  8,172  21,476  18,569  40,045 
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Risk management
Credit risk continued

Debt securities

Credit quality of debt securities (audited)
Trading portfolio assets, financial assets designated at fair value and available for sale assets are measured on a fair value basis. The fair value will 
reflect, among other things, the credit risk of the issuer.  Most listed and some unlisted securities are rated by external rating agencies. The Group 
mainly uses external credit ratings provided by Standard & Poor’s or Moody’s. Where such ratings are not available or are not current, the Group will  
use its own internal ratings for the securities.

Included in the table below are impaired available for sale debt securities with a carrying value at 31 December 2011 of £61m (2010: £358m), after a 
write down of £145m (2010: £583m). Collateral is not generally obtained directly from the issuers of debt securities. Certain debt securities may be 
collateralised by specifically identified assets that would be obtainable in the event of default.

Debt securities and other bills decreased by £11.7bn, with the most significant decreases relating to investment grade trading portfolio securities, 
however the overall mix remained stable. This movement reflects the group reducing its exposure to Eurozone countries as well as in the emerging 
markets business.

Securities rated as investment grade amounted to 92.9% of the portfolio (2010: 93.0%). An analysis of the credit quality of the Group’s debt securities 
is set out below:

Debt securities (audited) 2011 2010

As at 31 December

AAA to BBB-
(investment

grade)
£m

BB+ to B
£m

B- and
below

£m
Total

£m

AAA to BBB-
(investment

grade)
£m

BB+ to B
£m

B- and
below

£m
Total

£m

Trading portfolio  116,743  4,922  1,699  123,364  130,744  6,663  1,833  139,240 

Financial assets designated at fair value  1,163  184  748  2,095  942  644  332  1,918 

Available for sale financial investments  57,793  3,253  2,564  63,610  55,107  2,022  2,500  59,629 

Total debt securities  175,699  8,359  5,011  189,069  186,793  9,329  4,665  200,787 

% of total 92.9% 4.4% 2.7% 100.0% 93.0% 4.7% 2.3% 100.0%

Debt securities 2011 2010

As at 31 December £m % £m %

Of which issued by:     

Governments and other public bodies  117,489 62.1%  107,922 53.7%

Corporate and other issuers  40,041 21.2%  47,321 23.6%

US agency  17,249 9.1%  30,048 15.0%

Mortgage and asset-backed securities  13,713 7.3%  13,993 7.0%

Bank and building society certificates of deposit  577 0.3%  1,503 0.7%

Total  189,069 100.0%  200,787 100.0%

Debt securities include government securities held as part of the Group’s treasury management portfolio for asset and liability, liquidity and regulatory 
purposes and are for use on a continuing basis in the activities of the Group. The Group held the following government securities which exceeded 10% 
of shareholders’ equity in any of the last three years. These securities are held at fair value.

Government securities 2011 2010 2009

As at 31 December
Fair value

£m
Fair value

£m
Fair value

£m

United States  45,932  25,553  17,356 

United Kingdom  19,722  21,999  6,892 

Japan 8,221  7,210  7,609 

Germany  6,823 3,008 9,698 

Italy  4,432  6,443  6,297 

Spain  3,152  6,573  4,948 
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Derivatives (audited) 

The Group’s use of derivative contracts is outlined in the derivative financial instruments note on pages 220 to 223. The Group is exposed to credit risk 
on derivative contracts, which arises as a result of counterparty credit risk and movements in the fair value of credit derivatives. The Group’s exposure  
to counterparty risk is affected by the nature of the trades, the credit worthiness of the counterparty, and netting and collateral arrangements. 

Nature of derivative trades
The Group buys and sells financial instruments that are traded or cleared on an exchange, including interest rate swaps, futures and options on futures. 
Holders of exchange traded instruments provide margin daily with cash or other security at the exchange, to which the holders look for ultimate 
settlement. 

The Group also buys and sells financial instruments that are traded over the counter, rather than on a recognised exchange. These instruments range 
from standardised transactions in derivative markets, to trades where the specific terms are tailored to the requirements of the Group’s customers. In 
many cases, industry standard documentation is used, most commonly in the form of a master agreement, with individual transaction confirmations. 
The existence of a signed master agreement is intended to give the Group protection in situations where a counterparty is in default. 

Counterparty credit quality
The credit quality of the Group’s derivative assets according to the credit quality of the counterparty is discussed in the table below.

Credit quality (audited) 2011 2010

As at 31 December

AAA to BBB-
(investment

grade)
£m

BB+ to B
£m

B- and
below

£m
Total

£m

AAA to BBB-
(investment

grade)
£m

BB+ to B
£m

B- and
below

£m
Total

£m

Derivatives 515,109 19,875 3,980 538,964 401,242 15,598 3,479 420,319 

 % of total 95.6% 3.7% 0.7% 100.0% 95.5% 3.7% 0.8% 100.0%

Netting and collateral arrangements
Credit risk from derivatives is mitigated where possible through netting agreements whereby derivative assets and liabilities with the same counterparty 
can be offset. Group policy requires all netting arrangements to be legally documented. The ISDA Master Agreement is the Group’s preferred agreement 
for documenting over the counter (OTC) derivatives. It provides the contractual framework within which dealing activities across a full range of OTC 
products are conducted and contractually binds both parties to apply close-out netting across all outstanding transactions covered by an agreement  
if either party defaults or other predetermined events occur. 

Collateral is obtained against derivative assets, depending on the creditworthiness of the counterparty and/or nature of the transaction. Any collateral 
taken in respect of OTC trading exposures will be subject to a ‘haircut’ which is negotiated at the time of signing the collateral agreement. A haircut is 
the valuation percentage applicable to each type of collateral and will be largely based on liquidity and price volatility of the underlying security. The 
collateral obtained for derivatives is either cash, direct debt obligation government (G14+) bonds denominated in the domestic currency of the issuing 
country, debt issued by supranationals or  letters of credit issued by an institution with a long-term unsecured debt rating of A+/A3 or better. Where the 
Group has ISDA master agreements, the collateral document will be the ISDA Credit Support Annex (CSA). The collateral document must give Barclays 
the power to realise any collateral placed with it in the event of the failure of the counterparty, and to place further collateral when requested or in the 
event of insolvency, administration or similar processes, as well as in the case of early termination.

Under IFRS, netting is permitted only if both of the following criteria are satisfied:

 – the entity has a legally enforceable right to set off the recognised amounts; and 

 – the entity intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously. 

Under US GAAP, netting is also permitted, regardless of the intention, to settle on a net basis, where there is a counterparty master agreement that 
would be enforceable in the event of bankruptcy.
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The tables below set out the fair values of the derivative assets together with the value of those assets subject to enforceable counterparty netting 
arrangements for which the Group holds offsetting liabilities and eligible collateral.

Derivative assets (audited)

Gross
assets

£m

Counterparty
netting

£m

Net
exposure

£m

As at 31 December 2011    

Foreign exchange 63,886 53,570 10,316 

Interest rate 376,162 315,924 60,238 

Credit derivatives 63,313 51,930 11,383 

Equity and stock index 13,202 8,944 4,258 

Commodity derivatives 22,401 10,224 12,177 

Total derivative assets 538,964 440,592 98,372 

Cash collateral held   51,124 

Net exposure less collateral   47,248 

    

As at 31 December 2010    

Foreign exchange 60,494 49,405 11,089 

Interest rate 272,386 224,124 48,262 

Credit derivatives 47,017 39,786 7,231 

Equity and stock index 14,586 10,523 4,063 

Commodity derivatives 25,836 16,629 9,207 

Total derivative assets 420,319 340,467 79,852 

Cash collateral held   37,289 

Net exposure less collateral   42,563 

Derivative asset exposures would be £492bn (2010: £378bn) lower than reported under IFRS if netting were permitted for assets and liabilities with the 
same counterparty or for which we hold cash collateral. Derivative liabilities would be £478bn (2010: £362bn) lower reflecting counterparty netting and 
collateral placed. 

Exposure relating to derivatives, repurchase agreements, reverse repurchase agreements, stock borrowing and loan transactions is calculated using 
internal FSA approved models. These are used as the basis to assess both regulatory capital and capital appetite and are managed on a daily basis.  
The methodology encompasses all relevant factors to enable the current value to be calculated and the future value to be estimated, for example, 
current market rates, market volatility and legal documentation (including collateral rights).

Reverse repurchase agreements and other financial assets (audited)

Credit quality (audited) 2011 2010

As at 31 December

AAA to BBB-
(investment

grade)
£m

BB+ to B
£m

B- and
below

£m
Total

£m

AAA to BBB-
(investment

grade)
£m

BB+ to B
£m

B- and
below

£m
Total

£m

Reverse repurchase agreements 117,719 34,653 1,293 153,665  179,625  24,801  1,346  205,772 

Financial assets designated at fair value:         

Reverse repurchase agreements 4,018 1,554 207 5,779  7,285  271  3  7,559 

Other financial assets 655 1,079 61 1,795 1,115 1,312 115 2,542 

Total reverse repurchase agreements and 
other financial assets 122,392 37,286 1,561 161,239 188,025 26,384 1,464 215,873 

 % of total 75.9% 23.1% 1.0% 100.0% 87.1% 12.2% 0.7% 100.0%

No reverse repurchase agreements held by the Group at 31 December 2011 or 2010 were individually impaired, however during the year, the Group 
wrote back £48m of impairment on reverse repurchase agreements (2010: £4m write back).

Risk management
Credit risk continued
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Other credit risk assets (audited)

Other assets subject to credit risk included:

 – cash and balances at central banks of £106,894m (2010: £97,630m) on which there is a reduced level of credit risk;

 – items in the course of collection from other banks were £1,812m (2010: £1,384m), on which there is a reduced credit risk in light of the banking 
industry clearing system; and

 – other financial assets of £2,620m (2010: £2,824m).

Off-balance sheet
The Group applies fundamentally the same risk management policies for off-balance sheet risks as it does for its on-balance sheet risks.  
In the case of commitments to lend, customers and counterparties will be subject to the same credit management policies as for loans and advances. 
Collateral may be sought depending on the strength of the counterparty and the nature of the transaction.

Risk features in the portfolio

Risk features in the portfolio are business activities that are considered to be higher risk than the Group’s normal activities and are subject to a higher 
level of scrutiny in our management of credit risk. As at 31 December 2011 these items comprised:

 – Barclays Capital credit market exposures; and 

 – Group exposures to selected Eurozone countries. 
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Risk management
Credit risk continued

Barclays Capital credit market exposures (audited)

Barclays Capital credit market exposuresa 2011

As at 31 December
2011

$m
2010

$m
2011

£m
2010

£m

Fair value 
(losses)/ 

gains and 
net funding 

 Impairment 
release/ 
(charge)

Total 
(losses)/ 

gains 

Protium assetsb 3,508 10,884  2,272 7,028  (555) 223 (332) 

            

US Residential Mortgages           

ABS CDO Super Senior 2,844 3,085  1,842 1,992  (29) (6) (35) 

US sub-prime and Alt-A 644 1,025  416 662  (4) 35 31  

            

Commercial Mortgages           

Commercial real estate loans and properties 8,228 11,006  5,329 7,106  486 – 486  

Commercial Mortgaged-Backed Securities 156 184  101 119  – – –  

Monoline protection on CMBS 14 18  9 12  32 – 32  

            

Other Credit Market            

Leveraged Financec 6,278 7,636  4,066 4,930  43 (203) (160) 

SIVs, SIV-Lites and CDPCs 9 618  6 399  (32) – (32) 

Monoline protection on CLO and other 1,729 2,541  1,120 1,641  (13) – (13) 

            

Total 23,410 36,997  15,161 23,889  (72) 49 (23) 

Barclays Capital’s credit market exposures primarily relate to commercial real estate, leveraged finance, and collateral previously securing the loan to 
Protium. These exposures arose before the market dislocation in mid-2007.

During 2011, credit market exposures decreased by £8,728m to £15,161m, reflecting net sales and paydowns and other movements of £8,442m, 
foreign exchange rate movements of £263m and fair value losses and impairment of £23m.  The net sales, paydowns and other movements of 
£8,442m included:

 – £4,218m relating to assets formerly held as collateral for the loan to Protium Finance LP, comprising £2,697m net sales, £959m loan and interest 
repayments and £562m paydowns and other movements;

 – £2,141m of commercial real estate loans and properties sales and paydowns; and

 – £820m reduction in leveraged loans primarily relating to five counterparties. 

In January 2012, Barclays completed the sale of £405m ($628m) of a commercial real estate equity security at fair value representing 50% of its  
stake in Archstone.

Notes
a As the majority of exposure is held in US Dollars, the exposures above are shown in both US Dollars and Sterling.
b Prior to 27 April 2011 when Protium was acquired by the Group the exposure was a loan. This was carried at the amount equivalent to the fair value of the underlying collateral from  

31 December 2010.
c Includes undrawn commitments of £180m (31 December 2010: £264m).
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Protium assets

Protium assets Acquisition date Acquisition date

As at
31.12.11

$m

As at
27.04.11

$m

As at
31.12.10

$m

As at
31.12.11

£m

As at
27.04.11

£m

As at
31.12.10

£m

US sub-prime and Alt-A 1,490 4,406 4,402 965 2,665 2,710 

Commercial Mortgage-Backed Securities 1,422 3,092 3,257 921 1,870 2,103 

Monoline protection – – 225 – – 145 

CLO and other assets 596 1,952 1,636 386 1,181 1,189 

Total collateral 3,508 9,450 9,520 2,272 5,716 6,147 

Cash and cash equivalents n/a 231 1,364 n/a 140 881 

Total assets 3,508 9,681 10,884 2,272 5,856 7,028 

        

Loan to Protium – – 10,884 – – 7,028 

On 16 September 2009, Barclays Capital sold assets of $12,285m, including $8,384m in credit market assets, to Protium Finance LP (Protium).  
As part of the transaction, Barclays extended a $12,641m 10 year loan to Protium.

In April 2011, Barclays entered into several agreements to acquire all third party interests in Protium in order to help facilitate the Group’s early exit from 
the underlying exposures.  As a result, Protium was then consolidated by the Group.  Subsequently, Protium sold its assets to Barclays entities and the 
loan has been repaid.

As part of this transaction, £459m ($750m) was invested in Helix, an existing fund managed by Protium’s investment manager. The original investment 
represented 86% of the Helix fund, which has been consolidated by the Group. The fund’s investments primarily comprise government and agency 
securities. As at 31 December 2011, the fair value of Barclays investment in the fund was $729m.
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Risk management
Credit risk continued

Group exposures to selected Eurozone countries (audited)

Overview
Credit conditions will deteriorate in a recessionary environment, such as that recently seen in the UK, US, the Eurozone and other economies. 
Deteriorating credit conditions will impact exposures to retail and wholesale counterparties, including a country’s government or its agencies  
(via sovereign risk) thus impairing or reducing the value of Barclays credit assets.

The impact of these conditions could adversely affect Barclays and the solvency of its counterparties, custodians, customers and service providers;  
its credit rating; its share price; the value and liquidity of its assets and liabilities; and the ability of the Group to meet its debt obligations more generally.

The following disclosures present the Group’s exposures to selected Eurozone countries, representing Eurozone countries that have a credit rating of  
AA or below from Standard and Poor’s and where the Group has an exposure of over £0.5bn. The Group’s exposure to Greece, though under £0.5bn,  
is also presented due to continuing market focus.

The Group continues to closely monitor its exposure to Eurozone countries:

 – Spanish sovereign exposure reduced 45% to £2.5bn due to the disposal of available for sale government bonds, held for the purpose of interest  
rate hedging and liquidity, that have been replaced by interest rate swaps with alternative counterparties;

 – Italian sovereign exposure increased 57% to £3.5bn principally due to the acquisition of government issued bonds reflecting improved yields and 
holdings as part of the Treasury liquidity management portfolio;

 – Italian non-sovereign exposures increased £0.8bn to £21.9bn, principally due to a £2.2bn increase in new mortgage lending (with an average LTV of 
59.6%), offset by £1.1bn reduction in exposures to financial institutions;

 – Portuguese sovereign exposure reduced 21% to £0.8bn, principally due to a reduction in government bonds held as available for sale;

 – Ireland exposures increased 5% to £5.7bn, principally reflecting increased lending to financial institutions of £4.3bn (31 December 2010: £3.8bn), 
including £0.9bn of trading assets and £1.3bn of loans to entities domiciled in Ireland whose principal business and exposures are outside of Ireland. 
Exposure to domestic Irish banks remains minimal;

 – Exposure to Greece remains minimal and the sovereign exposure is predominantly marked to market on a daily basis through income; and

 – Belgium is included in the following disclosures because its credit rating was downgraded to AA in November 2011. Exposure increased marginally  
to £2.4bn (2010: £2.2bn) principally relating to available for sale holdings of sovereign debt.

Exposure by country and counterparty (audited)

Spain
£m

Italy
£m

Portugal
£m

Ireland
£m

Greece
£m

Belgium
£m

As at 31 December 2011       

Sovereign  2,530  3,493  810  244  14  2,033 

Financial institutions  987  669  51  4,311  2  42 

Residential mortgages  14,654  15,934  3,651  94  5  10 

Corporate  5,345  2,918  3,295  977  67  282 

Other retail lending  3,031  2,335  2,053  86  18  – 

Total on-balance sheet exposure  26,547  25,349  9,860  5,712  106  2,367 

Total off-balance sheet contingent liabilities and commitments  3,842  3,140  2,536  1,807  26  881 

Total exposure  30,389  28,489  12,396  7,519  132  3,248 

       

As at 31 December 2010a       

Sovereign  4,641  2,224  1,023  296  31  1,780 

Financial institutions  1,586  1,756  165  3,769  21  98 

Residential mortgages  15,977  13,741  3,476  109  4  10 

Corporate  6,473  2,938  3,728  1,123  103  304 

Other retail lending  3,081  2,599  2,074  125  19  1 

Total on-balance sheet exposure  31,758  23,258  10,466   5,422  178  2,193 

Total off-balance sheet contingent liabilities and commitments  3,716  3,588  3,010  1,786  34  897 

Total exposure  35,474  26,846  13,476  7,208  212  3,090 

Note
a 2010 comparatives have been updated from those reported in the preliminary announcement to include certain additional exposures held at fair value through profit and loss relating to 

corporates in Spain (£75m), Italy (£110m) and Portugal (£130m), and £184m in relation to financial institutions in Italy.
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Management and monitoring of country exposures
The management of country risk forms an integral part of the Group’s broader credit risk framework focusing on concentration risk. For further 
information on the Group’s management of concentration risk, and the credit risk management framework more generally, refer to pages 87 to 91.

Stress testing
Barclays has a detailed and comprehensive stress testing framework applicable to both the Barclays Group as well as on individual portfolios and asset 
classes. The Group’s macroeconomic stress test scenarios are designed to be both severe and plausible. Specific scenarios are also considered as part 
of reverse stress testing, for example, a Euro break-up scenario. Data gained from the tests is used to initiate management actions to mitigate the risks 
to the Group of a deterioration in economic and trading conditions within the Eurozone. For further information on the Group’s stress testing, refer to 
page 72. 

In July 2011 the European Banking Authority (EBA) published the results of their macroeconomic stress scenario for the 90 selected banks who 
participated in the European stress test which included a Eurozone sovereign specific component. In December 2011, the EBA published the results  
of the bank recapitalisation plan which included a capital buffer against sovereign debt exposures. Barclays uses stress tests and Mandate and Scale  
to ensure its risk profile remains appropriate and this was confirmed by passing both EBA tests.

Basis of preparation
The following analysis presents the maximum direct balance sheet exposure to credit risk by selected Eurozone country, with the totals reflecting 
allowance for impairment, netting and cash collateral held where appropriate, including:

 – Trading and derivatives balances relate to investment banking activities, principally as market-maker for government bond positions. Positions are 
held at fair value, with daily movements taken through profit and loss; 

 – Available for sale assets are principally investments in government bonds and other debt securities held for the purposes of interest rate hedging  
and liquidity for local banking activities. Balances are reported on a fair value basis, with movements in fair value going through equity;

 – Loans and advances held at amortised cost comprise: (i) retail lending portfolios, predominantly mortgages secured on residential property; and (ii) 
corporate lending portfolios, largely reflecting established corporate banking businesses in Spain, Italy and Portugal and investment banking services 
provided to multinational and large national corporate clients. Settlement balances and cash collateral are excluded from this analysis;

 – Sovereign exposures reflect direct exposures to central and local governmentsa, the majority of which are used for hedging interest rate risk relating 
to local activities. These positions are being actively replaced by non-government instruments such as interest rate swaps. The remaining portion is 
actively managed reflecting our role as leading primary dealer, market maker and liquidity provider to our clients;

 – Financial institution and corporate exposures reflect the country of operations of the counterparty (including foreign subsidiaries and without 
reference to cross-border guarantees);

 – Retail exposures reflect the country of residence of retail customers; and

 – Off-balance sheet exposure consists primarily of undrawn commitments and guarantees issued to third parties on behalf of corporate clients. 
Information on the terms and potential limitations of such facilities is presented on pages 141 and 248.

The Group enters into credit mitigation arrangements for which the reference asset is government debt. The selected countries pages 114 to 119 
include only credit mitigation arrangements with counterparties in the relevant country. The analysis of credit derivatives referencing sovereign debt 
reflects derivative counterparty netting and includes all credit derivatives, regardless of counterparty location.

Note
a In addition, the Group held cash with the central banks of these countries totalling £0.8bn as at 31 December 2011. Other immaterial balances with central banks are classified within loans 

to financial institutions.
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Risk management
Credit risk continued

Spain (audited)

Fair value through 
profit and loss Trading portfolio  Derivatives

As at 31 December 

Trading 
portfolio 

assets
£m

Trading 
portfolio 
liabilities

£m

Net
 trading 

portfolio
£m

Gross 
assets

£m

Gross 
liabilities

£m

Cash 
collateral

£m

Net 
derivatives

£m

Designated 
at FV 

through P&L
£m

2011 
Total

£m

2010 
Total

£m

Sovereign  684  (684)  –  64  (64)  –  –  –  –  – 

Financial institutions  367  (247)  120  7,359  (7,023)  (336)  –  101  221  422 

Corporate  167  (155)  12  656  (251)  –  405  212  629  431 

Available for sale assets

Fair value through equity
As at 31 December 

Costa

£m

AFS 
reserve

£m

2011
Total

£m 

2010 
Total

£m

Sovereign  2,519   (51)  2,468  4,491 

Financial institutions  507   (17)  490  669 

Corporate  2  –  2  36 

Loans and advances

Held at amortised cost
As at 31 December 

Gross
£m  

Impairment 
allowances

£m

2011
Total

£m 

2010 
Total

£m

Sovereign  62   -  62  150 

Financial institutions  282   (6)  276  495 

Residential mortgages  14,729   (75)  14,654  15,977 

Corporate  5,901   (1,187)  4,714  6,006 

Other retail lending  3,144   (113)  3,031  3,081 

Contingent liabilities and commitments

As at 31 December 
2011

£m 
2010 

£m

Sovereign  188  179 

Financial institutions  22  179 

Residential mortgages  20  26 

Corporate  2,510  2,116 

Other retail lending  1,102  1,216 

Note
a ‘Cost’ refers to the fair value of the asset at recognition, less any impairment booked. ‘AFS reserve’ is the cumulative fair value gain or loss on the assets that is held in equity. ‘Total’ is the fair 

value of the assets at the balance sheet date.
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Italy (audited)

Fair value through 
profit and loss Trading portfolio  Derivatives

As at 31 December 

Trading 
portfolio 

assets
£m

Trading 
portfolio 
liabilities

£m

Net
 trading 

portfolio
£m

Gross 
assets

£m

Gross 
liabilities

£m

Cash 
collateral

£m

Net 
derivatives

£m

Designated 
at FV 

through P&L
£m

2011 
Total

£m

2010 
Total

£m

Sovereign  2,097  (1,531)  566  1,083 (506) – 577 1 1,144  1,004 

Financial institutions  429  (142)  287  6,224  (4,791)  (1,319)  114  55 456 978 

Corporate  134  (134)  –  502  (325)  (92)  85  86 171 203 

Available for sale assets

Fair value through equity
As at 31 December 

Costa

£m

AFS 
reserve

£m

2011
Total

£m 

2010 
Total

£m

Sovereign  2,457  (123)  2,334  1,220 

Financial institutions  141  (3)  138  226 

Corporate  28  (1)  27  19 

Loans and advances

Held at amortised cost
As at 31 December 

Gross
£m 

Impairment 
allowances

£m

2011
Total

£m 

2010 
Total

£m

Sovereign  15 –  15 –

Financial institutions  83  (8)  75  552 

Residential mortgages  16,023  (89)  15,934  13,741 

Corporate  2,850  (130)  2,720  2,716 

Other retail lending  2,515  (180)  2,335  2,599 

Contingent liabilities and commitments

As at 31 December 
2011

£m 
2010 

£m

Financial institutions  17  35 

Residential mortgages  101  92 

Corporate  2,034  2,549 

Other retail lending  988  912 

Note
a ‘Cost’ refers to the fair value of the asset at recognition, less any impairment booked. ‘AFS reserve’ is the cumulative fair value gain or loss on the assets that is held in equity. ‘Total’ is the fair 

value of the assets at the balance sheet date.
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Risk management
Credit risk continued

Portugal (audited)

Fair value through 
profit and loss Trading portfolio  Derivatives

As at 31 December 

Trading 
portfolio 

assets
£m

Trading 
portfolio 
liabilities

£m

Net
 trading 

portfolio
£m

Gross 
assets

£m

Gross 
liabilities

£m

Cash 
collateral

£m

Net 
derivatives

£m

Designated 
at FV 

through P&L
£m

2011 
Total

£m

2010 
Total

£m

Sovereign  143  (76)  67  216  (216)  –  –  2  69  121 

Financial institutions  24  (13)  11  336  (336)  –  –  –  11  106 

Corporate  129  (21)  108  445  (223)  (2)  220  –  328 193 

Available for sale assets

Fair value through equity
As at 31 December 

Costa

£m

AFS 
reserve

£m

2011
Total

£m 

2010 
Total

£m

Sovereign  875  (159)  716  886 

Financial institutions  2 –  2  9 

Corporate  675  2  677  896 

Loans and advances

Held at amortised cost
As at 31 December 

Gross
£m 

Impairment 
allowances

£m

2011
Total

£m 

2010 
Total

£m

Sovereign  25  –  25  16 

Financial institutions  38  –  38  50 

Residential mortgages  3,665  (14)  3,651  3,476 

Corporate  2,484  (194)  2,290  2,639 

Other retail lending  2,252  (199)  2,053  2,074 

Contingent liabilities and commitments

As at 31 December 
2011

£m 
2010 

£m

Sovereign  3 –

Financial institutions  3  6 

Residential mortgages  52  15 

Corporate  1,101  1,622 

Other retail lending  1,377  1,367 

Note
a ‘Cost’ refers to the fair value of the asset at recognition, less any impairment booked. ‘AFS reserve’ is the cumulative fair value gain or loss on the assets that is held in equity. ‘Total’ is the fair 

value of the assets at the balance sheet date.
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Ireland (audited)

Fair value through 
profit and loss Trading portfolio  Derivatives

As at 31 December 

Trading 
portfolio 

assets
£m

Trading 
portfolio 
liabilities

£m

Net
 trading 

portfolio
£m

Gross 
assets

£m

Gross 
liabilities

£m

Cash 
collateral

£m

Net 
derivatives

£m

Designated 
at FV 

through P&L
£m

2011 
Total

£m

2010 
Total

£m

Sovereign  98  (64)  34  45  (4)  (36)  5  –  39  59 

Financial institutions  1,416  (39)  1,377  5,889  (3,909)  (1,846)  134  50  1,561  1,149 

Corporate  73  (30)  43  658  (658)  –  –  9  52  164 

Available for sale assets

Fair value through equity
As at 31 December 

Costa

£m

AFS 
reserve

£m

2011
Total

£m 

2010 
Total

£m

Sovereign  215  (10)  205  237 

Financial institutions  274  (25)  249  584 

Loans and advances

Held at amortised cost
As at 31 December 

Gross
£m 

Impairment 
allowances

£m

2011
Total

£m 

2010 
Total

£m

Financial institutions  2,651  (150)  2,501  2,036 

Residential mortgages  104  (10)  94  109 

Corporate  946  (21)  925  959 

Other retail lending  86 –  86  125 

Contingent liabilities and commitments

As at 31 December 
2011

£m 
2010 

£m

Financial institutions  927  871 

Corporate  872  906 

Other retail lending  8  9 

Note
a ‘Cost’ refers to the fair value of the asset at recognition, less any impairment booked. ‘AFS reserve’ is the cumulative fair value gain or loss on the assets that is held in equity. ‘Total’ is the fair 

value of the assets at the balance sheet date.
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Risk management
Credit risk continued

Greece (audited)

Fair value through 
profit and loss Trading portfolio  Derivatives

As at 31 December 

Trading 
portfolio 

assets
£m

Trading 
portfolio 
liabilities

£m

Net
 trading 

portfolio
£m

Gross 
assets

£m

Gross 
liabilities

£m

Cash 
collateral

£m

Net 
derivatives

£m

Designated 
at FV 

through P&L
£m

2011 
Total

£m

2010 
Total

£m

Sovereign  7  –  7  1  –  –  1  –  8  15 

Financial institutions  2  –  2  1,109  (253)  (856)  –  –  2  21 

Corporate  3  –  3  –  –  –  –  –  3  7 

Available for sale assets

Fair value through equity
As at 31 December 

Costa

£m

AFS 
reserve

£m

2011
Total

£m 

2010 
Total

£m

Sovereign 6 – 6 16

Loans and advances

Held at amortised cost
As at 31 December 

Gross
£m 

Impairment 
allowances

£m

2011
Total

£m 

2010 
Total

£m

Residential mortgages  5  –  5  4 

Corporate  64  –  64  96 

Other retail lending  27  (9)  18  19 

Contingent liabilities and commitments

As at 31 December 
2011

£m 
2010 

£m

Financial institutions 1  1 

Corporate 3  15 

Other retail lending 22  18 

Note
a ‘Cost’ refers to the fair value of the asset at recognition, less any impairment booked. ‘AFS reserve’ is the cumulative fair value gain or loss on the assets that is held in equity. ‘Total’ is the fair 

value of the assets at the balance sheet date.
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Belgium (audited)

Fair value through 
profit and loss Trading portfolio  Derivatives

As at 31 December 

Trading 
portfolio 

assets
£m

Trading 
portfolio 
liabilities

£m

Net
 trading 

portfolio
£m

Gross 
assets

£m

Gross 
liabilities

£m

Cash 
collateral

£m

Net 
derivatives

£m

Designated 
at FV 

through P&L
£m

2011 
Total

£m

2010 
Total

£m

Sovereign  735  (414)  321  442  (442)  –  –  –  321  431 

Financial institutions  46  (5)  41  9,713  (6,362)  (3,351)  –  –  41  86 

Corporate  59  (42)  17  362  (329)  –  33  47  97  67 

Available for sale assets

Fair value through equity
As at 31 December 

Costa

£m

AFS 
reserve

£m

2011
Total

£m 

2010 
Total

£m

Sovereign  1,738  (26)  1,712  1,349 

Corporate  15  1  16  – 

Loans and advances

Held at amortised cost
As at 31 December 

Gross
£m 

Impairment 
allowances

£m

2011
Total

£m 

2010 
Total

£m

Financial institutions  1  –  1  12 

Residential mortgages  10  –  10  10 

Corporate  204  (35)  169  237 

Other retail lending  –  –  –  1 

Contingent liabilities and commitments

As at 31 December 
2011

£m 
2010 

£m

Financial institutions  –  8 

Corporate  879  888 

Other retail lending  2  1 

Note
a ‘Cost’ refers to the fair value of the asset at recognition, less any impairment booked. ‘AFS reserve’ is the cumulative fair value gain or loss on the assets that is held in equity. ‘Total’ is the fair 

value of the assets at the balance sheet date.
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Risk management
Credit risk continued

Analysis of indirect exposures
Indirect exposure to sovereigns can arise through a number of different sources, including credit derivatives referencing sovereign debt; guarantees to 
savings and investment funds which hold sovereign risk; lending to financial institutions who themselves hold exposure to sovereigns and guarantees, 
implicit or explicit, by the sovereign to the Group’s counterparties. A geographic and industrial analysis of the Group’s loans and advances, including 
lending to European counterparties by type, is set out on pages 93 to 94.

Credit derivatives referencing sovereign debt
The Group enters into credit mitigation primarily for risk management purposes for which the reference asset is government debt. These have the net 
effect of reducing the Group’s exposure in the event of sovereign default. An analysis of the Group’s credit derivatives referencing sovereign debt is 
presented below. 

As at 31 December 2011
Spain

£m
Italy
£m

Portugal
£m

Ireland
£m

Greece
£m

Belgium
£m

Fair value       

– Bought 919  1,934  1,047  538  2,197  223 

– Sold (917) (1,836) (1,023) (538) (2,257) (227)

Net derivative fair value 2 98 24  – (60) (4)

Contract notional amount       

– Bought (9,429) (14,056) (3,659) (2,782) (3,300) (2,755)

– Sold 9,270 13,584 3,609 2,733 3,379 2,755 

Net derivative notional amount (159) (472) (50) (49) 79  – 

Impact of credit derivatives in the event of sovereign default 
(notional less fair value of protection)

(157) (374) (26) (49) 19 (4)

The fair values and notional amounts of credit derivative assets and liabilities would be lower than reported under IFRS if netting was permitted for 
assets and liabilities with the same counterparty or for which we hold cash collateral. An analysis of the effects of such netting is presented below.

As at 31 December 2011
Spain

£m
Italy
£m

Portugal
£m

Ireland
£m

Greece
£m

Belgium
£m

Fair value       

– Bought 326  681  346  170  669  69 

– Sold (324) (583) (322) (170) (729) (73)

Net derivative fair value 2 98 24  – (60) (4)

Contract notional amount       

– Bought (2,924) (4,742) (1,027) (854) (1,019) (859)

– Sold 2,765 4,270 977 805 1,098 859 

Net derivative notional amount (159) (472) (50) (49) 79  – 

Impact of credit derivatives in the event of sovereign default 
(notional less fair value of protection)

(157) (374) (26) (49) 19 (4)

Credit derivatives (principally credit default swaps (CDS) and total return swaps) are arrangements whereby the default risk of an asset (reference 
asset) is transferred from the buyer to the seller of protection. The majority of credit derivatives referencing sovereign assets are bought and sold to 
support customer transactions and for risk management purposes. Wherever possible, the Group matches the maturity of derivative protection bought 
with the maturity of the underlying reference assets to help maximise the effectiveness of the mitigation against the exposure.

The contract notional amount represents the value of the reference asset being insured, while the fair value represents the change in value of the 
reference asset, adjusted for the creditworthiness of the counterparty providing the protection. The net derivative notional amount, representing a 
reduction in exposures, is not included in the country tables but should be considered alongside the direct exposures shown. 

Sovereign CDS would trigger on the occurrence of a credit event as determined by ISDA’s Determination Committee. CDS positions are monitored 
considering counterparty, country of counterparty and concentration level with respect to counterparties and sovereigns. Further information on the 
credit quality of the Group’s derivative assets is presented on page 107.

Group guarantees relating to savings and investment funds
The Group has indirect sovereign exposure through the guarantee of certain savings and investment funds, which hold a proportion of their assets  
in sovereign debt. As at 31 December 2011, the recognised liability in respect of these guarantees was £41m, with a £1.5bn gross notional exposure. 

In addition, a Group associate, Vida Y Pensiones Compania De Seguros, holds investments with a total fair value of £1.2bn relating to certain customer 
investment products, of which a proportion are guaranteed and the majority comprise sovereign, financial institution and corporate debt in Eurozone 
countries. 
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Overview (audited)

The main sources of risk are traded market risk, non-traded risk and pension risk. Traded risk in the businesses resides primarily in Barclays Capital  
while non-traded market risk resides mainly in Retail and Business Banking, Barclays Corporate, Barclays Wealth and Group Treasury. Pensions risk is 
monitored centrally with the cost borne across businesses.

Barclays market risk objectives are to:

 – Understand and control market risk by robust measurement, limit setting, reporting and oversight;

 – Facilitate business growth within a controlled and transparent risk management framework;

 – Ensure that traded market risk in the businesses resides primarily in Barclays Capital; and

 – Minimise non-traded market risk.

Organisation and structure (audited)

The BRC reviews and approves market risk appetite for the group. The Group Market Risk Director is responsible for the Barclays Market Risk Control 
Framework and, under delegated authority from the Chief Risk Officer, sets a limit framework within the context of the approved market risk appetite. 
Daily market risk reports summarise Barclays market risk exposures against agreed limits and are distributed to the principal risk owners. 

Market risk 

Market risk is the risk of the Group suffering financial loss due to the Group being unable to  

hedge its balance sheet at prevailing market levels. The Group can be impacted by changes  

in both the level and volatility of prices e.g. interest rates, credit spreads, commodity prices,  

equity prices and foreign exchange rates. 

Risk management
Market risk

Overview of the business control structure 

Group Market Risk Director

Non-traded

– Interest rate risk

– Foreign exchange risk

– Asset management risk

Traded

– Interest rate risk

– Credit spread risk

– Commodity risk

– Equity risk

– Foreign exchange 

risk

Risk type

…with oversight and challenge provided by Group including Market Risk Committee and…

…managed by

Pension risk

Barclays 

Capital

Barclays 

Corporate

Retail and 

Business Banking

Barclays Wealth 

Absa Retail and 

Corporate Banking 

Barclays 

Wealth

Pension Fund

Trustees and 

Barclays Central

Functions

– Traded Products 

Risk Review 

Meeting

– Investment 

Committee

– Asset and Liability Committees

– New Product Process team

– Supervisory visits from business centre team

– Pension 

Management 

Group

– Pension 

Executive 

Board

– Barclays Wealth  

Asset and Liability

Committee

– Absa Market 

Risk Committee

Group Treasury

– Treasury 

Committee  

– Treasury Hedge 

Committee

All disclosures in this section (pages 121 to 129) are unaudited unless otherwise stated
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Risk management
Market risk continued

The Market Risk Committee approves, and makes recommendations concerning the market risk profile across Barclays. This includes approving Barclays 
Market Risk Control Framework and Group Policies; reviewing current and forward issues, limits and utilisation; and proposing risk appetite levels for the 
Board. The Committee is chaired by the Group Market Risk Director and attendees include the Chief Risk Officer, respective business risk managers, 
group treasury and senior managers from Group Market Risk as well as Internal Audit.

The head of each business, assisted by market risk management, is accountable for all market risks associated with its activities. The head of each 
business market risk team is responsible for implementing the risk control framework for non-traded market risk, while Barclays Capital Market Risk 
implements the risk control framework for traded market risk. The control frameworks for traded, non-traded and pensions risk are all governed by  
the Barclays Market Risk Control Framework, which sets out how market risk should be identified, measured, controlled, reported and reviewed. The 
Framework also outlines and references Group Market Risk policies. 

Market risk oversight and challenge is provided by business committees, Group committees including the Market Risk Committee and Group Market 
Risk. The chart above gives an overview of the business control structure.

Traded market risk (audited) 

Traded market risk arises primarily as a result of client facilitation in wholesale markets. This involves market making, risk management solutions and 
execution of syndications. Mismatches between client transactions and hedges result in market risk. In Barclays Capital, trading risk is measured for  
the trading book, as defined for regulatory purposes, and certain banking books. 

Risk measurement
Barclays uses a range of complementary technical approaches to measure and control traded market risk including: Daily Value at Risk (DVaR), 
Expected Shortfall, 3W, primary and secondary stress testing and combined scenario stress testing. 

DVaR is an estimate of the potential loss arising from unfavourable market movements, if the current positions were to be held unchanged for one 
business day. For management purposes Barclays Capital uses a historical simulation methodology with a two-year equally weighted historical period, 
at the 95% confidence level for all trading portfolios and certain banking books.

Market volatility in 2011 was heightened, particularly in the second half, by uncertainty on the future economic growth and the sovereign debt crisis. 
The high volatility observations of early 2009 rolled-out of the two year DVaR historical data set, however new tail points were added in the second half 
of 2011.

As defined by the FSA, a green model is consistent with a good working DVaR model and is achieved for models that have four or fewer back-testing 
exceptions in a 12-month period. Back-testing counts the number of days when a loss (as defined by the FSA) exceeds the corresponding DVaR 
estimate, measured at the 99% confidence level. For Barclays Capital’s DVaR model, green model status was maintained for 2011.

The DVaR model is regularly assessed and reviewed internally by Group Executive Models Committee and within Barclays Capital.

When reviewing DVaR estimates the following considerations should be taken into account:

 – Historical simulation uses the most recent two years of past data to generate possible future market moves, but the past may not be a good indicator 
of the future;

 – The one day time horizon does not fully capture the market risk of positions that cannot be closed out or hedged within one day;

 – DVaR is based on positions as at close of business and consequently intra-day risk, the risk from a position bought and sold on the same day, is not 
captured; and

 – DVaR does not indicate the potential loss beyond the 95th percentile.

In part to mitigate these issues, Barclays also uses Expected Shortfall and 3W metrics which use the same two year historical simulation data set as 
used to calculate DVaR. Expected Shortfall is the average of all one day hypothetical losses beyond the 95% confidence level DVaR while 3W is the 
average of the three largest one day estimated losses. 

Stress testing provides an estimate of potential significant future losses that might arise from extreme market moves or scenarios. Primary stress tests 
apply stress moves to key liquid risk factors for each of the major trading asset classes including interest rate, credit, commodity, equity foreign 
exchange and securitised products. Secondary stress tests apply stress moves to less liquid risks. Combined scenarios apply simultaneous shocks to 
several risk factors, reflecting defined extraordinary, but plausible macro scenarios. This is assessed by applying respective changes on foreign exchange 
rates, interest rates, credit spreads, commodities and equities to the portfolio.

In 2011, Barclays Capital implemented new regulatory risk models to comply with the CRD3 revisions to the market risk capital requirement. These were 
Stressed VaR (SVaR), Incremental Risk Charge (IRC) and the All Price Risk (APR). All three models were approved by the FSA for calculation of regulatory 
capital for designated trading book portfolios. The SVaR approval matches the scope of the DVaR model as used for regulatory capital calculations.

SVaR is an estimate of the potential loss arising from a 12 month period of significant financial stress. SVaR uses DVaR methodology based on inputs 
calibrated to historical data from a continuous 12 month period that maximises the DVaR based capital at a 99% one-tailed confidence limit.

IRC is computed on all fixed income positions subject to specific market risk. It calculates the incremental risk arising from rating migrations and 
defaults, beyond what is already captured in specific market risk, to a 99.9% confidence level over a one year holding period.
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APR replaces specific risk for the correlation trading portfolio and is intended to capture all risk factors relevant to corporate nth-to-default and tranched 
credit derivatives. As for IRC, the capital requirement is based on a 99.9% confidence interval over a one year holding period.

When reviewing estimates produced by the CRD3 models the following considerations should be taken into account:

 – SVaR uses the same methodology as the DVaR model and hence is subject to the same considerations as this model. In addition, SVaR is calibrated 
to a specific 12 month historical stress period which may not reflect a stress period that could arise in the future;

 – In common with DVaR, neither IRC nor APR indicate the potential loss beyond the 99th percentile, and they do not measure risk from trades which 
are bought and sold in between weekly runs; and

 – Both IRC and APR are computed to a 1-in-1,000 year confidence level which cannot be meaningfully backtested. This is in contrast to DVaR, which 
can be meaningfully backtested.

Risk control
Market risk is controlled through the use of an appropriate limit framework. Limits are set at the total Barclays Capital level, risk factor level (e.g. interest 
rate risk) and business line level (e.g. Emerging Markets). Stress limits and many book limits, such as foreign exchange and interest rate sensitivity 
limits, are also used to control risk appetite.

The total DVaR limit, risk factor DVaR limits, and 3W limit are approved by BRC. Primary stress limits are approved by the Chief Risk Officer and are 
tabled for noting by BRC. Compliance with limits is monitored by Barclays Capital Market Risk with oversight provided by Group Market Risk. 

In 2011, Group Market Risk continued its ongoing programme of conformance visits to Barclays Capital business areas. These visits review both the 
current market risk profile and potential market risk developments, as well as verifying conformance with Barclays Market Risk Control Framework.

Risk reporting
Barclays Capital Market Risk produce a number of detailed and summary market risk reports daily, weekly, fortnightly and monthly for business and risk 
managers. These are also sent to Group Market Risk for review and inclusion in the Group Daily Market Risk Report. A risk summary is presented at the 
Market Risk Committee and Barclays Capital Traded Positions Risk Review.

Analysis of traded market risk exposures (Audited)
The trading environment in 2011 was characterised by weak underlying economic growth as well as uncertain market direction resulting in lower client 
activity particularly in the second half of 2011. In this environment, Barclays Capital’s market risk exposure, as measured by average total DVaR, 
increased 8% to £57m (2010: £53m). 

The three main risk factors affecting DVaR were spread, interest rate and equity risk. From 2010 levels, average DVaR for spread risk fell by £3m (6%) 
and interest rate DVaR fell by £16m (48%) reflecting cautious positioning. Equity DVaR increased by £4m (29%) on continued growth of the global 
equities business and product offerings.

The diversification effect fell 38% to an average of £40m in 2011 due to increasing cross asset correlation as the European crisis worsened. However, 
the tail risk indicated by the expected shortfall and 3W measures fell 9% to £71m and 16% to £121m respectively from 2010 levels.

The daily average, maximum and minimum values of DVaR, Expected Shortfall and 3W were calculated as below:

The daily average, maximum and minimum values of DVaR,  
Expected Shortfall and 3W (audited) Year ended 31 December 2011 Year ended 31 December 2010 

DVaR (95%)
Average

£m
Higha

£m
Lowa

£m
Average

£m
Higha

£m
Lowa

£m

Interest rate risk 17 47 7 33 50 21 

Spread risk 45 69 25 48 62 30 

Commodity risk 12 18 7 16 25 9 

Equity risk 18 34 9 14 29 6 

Foreign exchange risk 5 8 2 6 15 2 

Diversification effect (40) na na (64) na na 

Total DVaR 57 88 33 53 75 36 

Expected Shortfall 71 113 43 78 147 47 

3W 121 202 67 144 311 72 

Note 
a The high and low DVaR figures reported for each category did not necessarily occur on the same day as the high and low DVaR reported as a whole. Consequently a diversification effect 

balance for the high and low DVaR figures would not be meaningful and is therefore omitted from the above table.
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Risk management
Market risk continued

0

20

40

60

80

100

2010 2011

a

b

c

Total DVaR 2010 and 2011 £m

<–20

–20 to < 0

0 to <20

20 to <40

40 to <60

60 to <80

80 to <100

100+

20

31

40

52

53

24

11

17

2

13

39

75

58

28

17

21

2011
2010

Barclays Capital daily trading revenue 2011 and 2010 £m

Number of days

Analysis of trading revenue
The histogram above shows the distribution of daily trading revenue for Barclays Capital in 2011 and 2010. Trading revenue excludes income from 
Private Equity and Principal Investments.

The average daily revenue in 2011 was £41m, 21% lower than the 2010 average. In 2011, there were more negative days than in 2010, with the majority 
of these days occurring during the highly volatile second half of 2011.

Non-traded interest rate risk (audited)

Non-traded interest rate risk arises from the provision of retail and wholesale (non-traded) banking products and services, when the interest rate 
repricing date for loans (assets) is different to the repricing date for deposits (liabilities). This includes current accounts and equity balances which do 
not have a defined maturity date and an interest rate that does not change in line with Base rate changes. The risk resides mainly in Retail and Business 
Banking, Barclays Corporate, and Group Treasury. Barclays objective is to minimise non-traded interest rate risk and this is achieved by transferring 
interest rate risk from the business to a local or Group Treasury, which in turn hedges the net exposure via Barclays Capital with the external market. 
Limits exist to ensure no material risk is retained within any business or product area. Trading activity is not permitted outside Barclays Capital. 

Risk measurement
The risk in each business is measured and controlled using both an income metric (Annual Earnings at Risk) and value metrics (Economic Value of 
Equity, Economic Capital, DVaR, risk factor stress testing, scenario stress testing).

Annual Earnings at Risk (AEaR) measures the sensitivity of net interest income over the next 12 month period. It is calculated as the difference between 
the estimated income using the current yield curve and the lowest estimated income following a 100 basis point increase or decrease in interest rates, 
subject to a minimum interest rate of 0%. 

The main model assumptions are:

 – The balance sheet is kept at the current level i.e. no growth is assumed; and

 – Balances are adjusted for an assumed behavioural profile. This includes the treatment of fixed rate loans including mortgages.

Economic Value of Equity (EVE) calculates the change in the present value of the banking book for a 100 basis point upward and downward rate shock. 
This calculation is equivalent to that of AEaR except EVE is a present value sensitivity while AEaR is an income sensitivity.

Economic Capital (EC) consistent models are used to measure: recruitment risk, the risk from customers not taking up their fixed rate loan offer;  
and prepayment risk, the risk of a customer deciding not to carry on with their fixed rate loan. Behavioural profiles are also used when modelling the 
balance sheet. 

A combination of DVaR, stress limits, net open position and specific currency or tenor limits are in place for all local Treasury activities. 

Notes 
a DVaR continues to fall from 2010 levels reaching a low of £33m for the year.
b A high of £88m was reached in August as the euro sovereign crisis continued to deteriorate, impacting market liquidity.
c Towards the end of 2011, total DVaR remained elevated in part due to decreased cross asset diversification, but remains well within the defined risk appetite.

124 Barclays PLC Annual Report 2011 www.barclays.com/annualreport



Risk control
Market risk is controlled through the use of limits on the above risk measures. Limits are set at the total business level and then cascaded down.  
The total business level limits for AEaR, EVE, EC, DVaR and stress are agreed by the Market Risk Committee. Compliance with limits is monitored by  
the respective business market risk team with oversight provided by Group Market Risk.

Market risk is also controlled through an ongoing programme of conformance reviews by both the business market risk departments and Group Market 
Risk. These reviews examine both the current market risk profile and potential market risk developments, as well as verifying adherence with Barclays 
policies and standards as detailed in the Barclays Market Risk Control Framework. 

The interest rate risk for balances with no defined maturity date and an interest rate that is not linked to the base rate is managed by Group Treasury.  
A series of continuous rolling hedges are used to mitigate the interest rate risk in the banking book. In 2011, the maturity of the rolling hedge 
programme was extended following a review by Group Treasury Committee of the most appropriate maturity. This revision was agreed by the  
Group Executive Committee.

Risk reporting
Each business area is responsible for their respective market risk reports. A combination of daily and monthly risk reports are produced and used by the 
business. These are also sent to Group Market Risk for review and inclusion in the daily market risk report. A risk summary is also presented at the 
Market Risk Committee and respective Asset and Liability Committees.

Analysis of net interest income sensitivity
The table below shows sensitivity analysis on the pre-tax net interest income for the non-trading financial assets and financial liabilities held at 31 
December 2011 and 31 December 2010. The sensitivity has been measured using AEaR methodology as described above. The benchmark interest rate 
for each currency is set as at 31 December 2011. The figures include the effect of hedging instruments but exclude banking book exposures held or 
issued by Barclays Capital as these are measured and managed using DVaR. 

Net interest income sensitivity (AEaR) by currency (audited) 31 December 2011 31 December 2010

+100 basis
points

-100 basis
points

+100 basis
points

-100 basis
points

£m £m £m £m 

GBP 68 (321) 297 (377)

US$ (9) (11) (12) (8)

EUR (41) (5) (16) 12 

ZAR 31 (29) 13 (10)

Others 14 (5) – –

Total 63 (371) 282 (383)

As percentage of net interest income 0.52% (3.04%) 2.25% (3.06%)

Non-traded interest rate risk, as measured by AEaR, was £371m as at 31 December 2011, a decrease of £12m compared to 31 December 2010.  
The decrease in risk reflects a reduction between Group Equity Balances and associated hedges, partly offset by margin compression in the retail bank. 
If the interest rate hedges had not been in place the AEaR for 2011 would have been £553m (2010: £601m). AEaR is measured for a reduction in rates 
for the purposes of this analysis.

Analysis of equity sensitivity

Analysis of equity sensitivity (audited) 31 December 2011 31 December 2010

+100 basis
points

-100 basis
points

+100 basis
points

-100 basis
points

£m £m £m £m 

Net interest income 63 (371) 282 (383)

Taxation effects on the above (21) 122 (71) 96 

Effect on profit for the year 42 (249) 211 (287)

As percentage of net profit after tax 1.06% (6.30%) 4.64% (6.31%)

     

Effect on profit for the year (per above) 42 (249) 211 (287)

Available for sale reserve (1,108) 1,102 (2,051) 2,051 

Cash flow hedge reserve (2,248) 2,280 (1,298) 1,288 

Taxation effects on the above 1,101 (1,109) 837 (835)

Effect on equity (2,213) 2,024 (2,301) 2,217 

As percentage of equity (3.39%) 3.10% (3.70%) 3.56%
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Risk management
Market risk continued

Margins and Balances

Analysis of net interest income 2011
£m

2010
£m

Retail and Business Banking, Corporate and Wealth customer interest income 

– Customer assets  6,983  6,956 

– Customer liabilities  2,866  2,167 

  9,849  9,123 

Retail and Business Banking, Corporate and Wealth non-customer interest income   

– Product structural hedgea  1,168  1,403 

– Equity structural hedgeb  824  731 

– Other  148  116 

Total Retail and Business Banking, Corporate and Wealth net interest income  11,989  11,373 

Barclays Capitalc  1,177  1,121 

Head Office and Investment Managementc (965) 29 

Group net interest income  12,201  12,523 

Retail and Business Banking, Corporate and Wealth Net Interest Income 
Barclays distinguishes the relative net interest contribution from each of customer assets and customer liabilities, and separates this from the 
contribution delivered by non-customer net interest income, which principally arises from the Group hedging activities.

Customer interest income
Customer net interest income increased 8% to £9,849m, driven by increases in the customer liability margin and growth in average customer asset  
and liability balances. Retail customer liabilities grew principally due to demand for savings products in the UK.

The customer asset margin declined to 2.20% (2010: 2.25%), reflecting an increase in the cost of funds across each of the individual RBB, Corporate 
and Wealth businesses. This was partially offset by increased customer pricing across most of the businesses.

The customer liability margin increased to 1.06% (2010: 0.86%) reflecting the increase in the cost of funds and therefore value generated from RBB, 
Corporate and Wealth customer liabilities.

Non-customer interest income
Non-customer net interest income decreased 5% to £2,140m, reflecting a 7% reduction in the benefits from Group hedging activities to £1,992m. 
Group hedging activities utilise structural interest rate hedges to mitigate the impact of the low interest rate environment on customer liabilities and the 
Group’s equity.

Product structural hedges generated a lower contribution of £1,168m (2010: £1,403m), as hedges were maintained at lower market interest rates. The 
extended duration profile constructed in H1 2011 continues to moderate this impact. Based on the market curve as at the end of 2011 and the on-going 
hedging strategy, fixed rate returns on product structural hedges are expected to continue to make a significant but declining contribution in 2012.

The contribution from equity structural hedges in RBB, Corporate and Wealth increased to £824m (2010: £731m) including a £216m increase in gains 
on sale of hedging instruments.

Other Group Net Interest Income 
Barclays Capital net interest income increased 5% to £1,177m, including a £247m increase in gains on sale of hedging instruments. 

Head Office and Investment Management net interest expense of £965m (2010: £29m income) principally reflects a reduction in income which is 
transferred from trading income within Head Office relating to interest rate swaps used for hedge accounting purposes, together with an increase  
in amounts transferred to businesses relating to gains arising from the sale of hedging instruments. 

Notes
a Product structural hedges convert short term interest margin volatility on product balances (such as non-interest bearing current accounts and managed rate deposits) into a more stable 

medium term rate and are built on a monthly basis to achieve a targeted maturity profile.
b Equity structural hedges are in place to manage the volatility in net earnings generated by businesses on the Group’s equity, with the impact allocated to businesses in line with their 

economic capital usage.
c Includes contribution from equity structural hedging. Total Group income from equity structural hedges increased to £2,109m (2010: £1,788m) including £1,285m (2010: £1,057m) that 

was allocated to Barclays Capital and Head Office, primarily due to increased gains on sale of hedging instruments partially offset by a decline in ongoing hedging contribution.
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Net Interest Margin
The net interest margin for RBB, Corporate and Wealth remained stable at 2.04% (2010: 2.03%). Consistent with prior periods the net interest margin is 
expressed as a percentage of the sum of average customer assets and liabilities, to reflect the impact of the margin generated on retail and commercial 
banking liabilities.

The net interest margin expressed as a percentage of average customer assets only, improved to 3.77% (2010: 3.67%).

An analysis is provided below for RBB, Corporate and Wealth for each of the component parts of net interest income.

UK RBB
%

Europe RBB
%

Africa RBB
%

Barclaycard
%

Barclays
Corporate

%

Barclays
Wealth

%

Total RBB,
Corporate

and Wealth
%

2011 

Customer asset margin 1.22 0.87 3.11 9.52 1.35 0.77 2.20 

Customer liability margin 0.87 0.65 2.27 – 1.00 0.99 1.06 

        

Non-customer generated margin 0.46 0.47 0.32 (0.08) 0.29 0.36 0.36 

        

Net interest margin 1.51 1.28 3.07 9.44 1.46 1.29 2.04 

        

Average customer assets (£m)  118,503  43,749  38,877  30,289  68,667  17,546  317,631 

Average customer liabilities (£m)  107,761  17,702  29,473 –  70,632  44,536  270,104 

        

2010        

Customer asset margin 1.26 1.02 3.12 9.35 1.43 0.81 2.25 

Customer liability margin 0.68 0.11 2.25 – 0.76 0.87 0.86 

        

Non-customer generated margin 0.47 0.41 0.18 0.42 0.41 0.37 0.40 

        

Net interest margin 1.45 1.16 2.94 9.77 1.53 1.22 2.03 

        

Average customer assets (£m)  113,713  41,509  41,328  28,811  69,831  14,529  309,721 

Average customer liabilities (£m)  104,508  17,263  27,731 –  60,946  40,985  251,433 

The customer asset margin is presented as a percentage of interest earned on customer assets (excluding the impact of hedging), relative to the 
average internal funding rate divided by average customer assets. The customer liability margin is calculated as the interest on customer liabilities 
(excluding the impact of hedging), relative to the average internal funding rate, divided by average customer liabilities.

The non-customer generated margin is calculated as non-customer interest income (principally comprising the impact of both the product and equity 
structural hedge) as a percentage of the sum of average customer assets and liabilities, consistent with the presentation of the net interest margin.

The Group’s internal funding rate prices intra-group funding and liquidity to appropriately give credit to businesses with net surplus liquidity and to 
charge those businesses in need of wholesale funding at a rate that is driven by prevailing market rates including a term premium. The objective is  
to price internal funding for assets and liabilities in line with the cost of alternative funding, which ensures there is consistency between retail and 
wholesale sources.
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Risk management
Market risk continued

Foreign exchange risk (audited)

The Group is exposed to two sources of foreign exchange risk. 

a) Transactional foreign currency exposure 
Transactional foreign exchange exposures represent exposure on banking assets and liabilities, denominated in currencies other than the functional 
currency of the transacting entity. The Group’s risk management policies prevent the holding of significant open positions in foreign currencies outside 
the trading portfolio managed by Barclays Capital which is monitored through DVaR. 

There were no material net transactional foreign currency exposures outside the trading portfolio at either 31 December 2011 or 2010. Due to the low 
level of non-trading exposures no reasonably possible change in foreign exchange rates would have a material effect on either the Group’s profit or 
movements in equity for the year ended 31 December 2011 or 2010.

b) Translational foreign exchange exposure
The Group’s investments in overseas subsidiaries and branches create capital resources denominated in foreign currencies principally US$, Euro and 
South African Rand. Changes in the Sterling value of the investments due to foreign currency movements are captured in the currency translation 
reserve, resulting in a movement in Core Tier 1 capital. 

During 2011, total structural currency exposures net of hedging instruments increased from £15.3bn to £16.7bn, driven by redemption of $2bn Reserve 
Capital Instruments that formed part of the economic hedges. Structural currency exposures pre economic hedges remained broadly flat. US$ 
exposures increased by $8bn due to the restructuring of our holding in BlackRock, Inc from a GBP entity to a US$ entity, offset by the increase in USD 
derivatives which hedge net investments. South African Rand exposures increased £1.1bn as a result of a reduction in the hedging of the investment in 
Absa Group. Euro exposures reduced by £0.8bn driven by the Spain goodwill write off, which had no impact on Euro denominated Core Tier 1 capital  
as goodwill is deducted for regulatory capital purposes.

Functional currency of operations (audited)

Foreign
currency

net
investments

£m

Borrowings
which hedge

the net
investments

£m

Derivatives
which hedge

the net
investments

£m

Structural
currency

exposures
pre economic

hedges
£m

Economic
hedges

£m

Remaining
structural
currency

exposures
£m

As at 31 December 2011

US Dollar 30,335 7,217 8,094 15,024 5,072 9,952 

Euro 6,568 4,096 280 2,192 2,017 175 

Rand 4,258 – – 4,258 – 4,258 

Japanese Yen 681 293 336 52 – 52 

Other 3,144 – 930 2,214 – 2,214 

Total 44,986 11,606 9,640 23,740 7,089 16,651 

       

As at 31 December 2010

US Dollar 22,646 7,406 – 15,240 6,330 8,910 

Euro 7,327 3,072 1,294 2,961 2,069 892 

Rand 4,826 – 1,626 3,200 – 3,200 

Japanese Yen 5,304 3,603 1,683 18 – 18 

Swiss Franc 152 – 157 (5) – (5)

Other 3,139 – 824 2,315 – 2,315 

Total 43,394 14,081 5,584 23,729 8,399 15,330 

The economic hedges primarily represent the US Dollar and Euro Preference Shares and Reserve Capital Instruments in issue that are treated as equity 
under IFRS, and do not qualify as hedges for accounting purposes. During the year $2bn Reserve Capital Instruments were redeemed.

The impact of a change in the exchange rate between Sterling and any of the major currencies would be: 

 – A higher or lower Sterling equivalent value of non-Sterling denominated capital resources and risk weighted assets. This includes a higher or lower 
currency translation reserve within equity, representing the retranslation of non-Sterling subsidiaries, branches and associated undertakings net of 
the impact of foreign exchange rate changes on derivatives and borrowings designated as hedges of net investments;

 – A higher or lower profit after tax, arising from changes in the exchange rates used to translate items in the consolidated income statement; and

 – A higher or lower value of available for sale investments denominated in foreign currencies, impacting the available for sale reserve.
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Other market risks

Barclays maintains a number of defined benefit pension schemes for past and current employees. The ability of the pension fund to meet the projected 
pension payments is maintained through investments and regular bank contributions. Pension risk arises because the estimated market value of the 
pension fund assets might decline; or their investment returns might reduce; or the estimated value of the pension liabilities might increase. In these 
circumstances, Barclays could be required or might choose to make extra contributions to the pension fund. Financial details of the pension fund are  
in Note 39 on page 261. 

Asset management structural risk arises where the fee and commission income earned by asset management products is affected by a change in 
market levels, primarily through the link between income and the value of assets under management. Asset management structural risk mainly resides 
in Barclays Wealth. It is Barclays policy that businesses monitor and regularly assess potential hedging strategies. 

Disclosures about certain trading activities including non-exchange traded commodity contracts 
The Group provides a fully integrated service to clients for base metals, precious metals, oil, power, natural gas, coal, freight, emission credits, structured 
products and other related commodities. This service offering continues to expand, as market conditions allow, through the addition of new products 
and markets.

The Group offers both OTC and exchange traded derivatives, including swaps, options, forwards and futures and enters into physically settled contracts 
in base metals, power and gas, oil and related products. Physical commodity positions are held at fair value and reported under the Trading Portfolio in 
Note 15 on page 219.

The fair values of physical and derivative positions are primarily determined through a combination of recognised market observable prices, exchange 
prices, and established inter-commodity relationships. Further information on fair value measurement of financial instruments can be found in Note 20 
on page 225.

Credit risk exposures are actively managed by the Group. Refer to the Credit Risk section on page 107 for more information on the Group’s approach  
to credit risk management and the credit quality of derivative assets.

The tables below analyse the overall fair value of the OTC commodity derivative contracts by movement over time and contractual maturity. As at  
31 December 2011 the fair value of the commodity derivative contracts reflects a gross positive fair value of £20,588m (2010: £22,521m) and a gross 
negative value of £20,133m (2010: £22,884m).

Movement in fair value of commodity derivative positions 2011
£m

2010
£m

Fair value of contracts outstanding as at 1 January (363) 907 

Contracts realised or otherwise settled during the period 1,494 (3,124)

Fair value of new contracts entered into during the period (33) (1,068)

Other changes in fair values (643) 2,922 

Fair value of contracts outstanding as at 31 December 455 (363)

Maturity analysis of commodity derivative fair value 2011
£m

2010
£m

Not more than one year 447 (1,859)

Over one year but not more than five years 35 977 

Over five years (27) 519 

Total 455 (363)

On occasion, Barclays will hold dominant positions in base metals on the London Metal Exchange (LME), as per the Exchange’s definition. Barclays 
complies fully with LMEs Lending Guidance, which is the Exchange’s mechanism for limiting the impact of dominant market positions by prescribing 
the amount and level at which positions must be lent.
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Capital Management is integral to the Group’s approach to financial stability and sustainability management and is therefore embedded in the way our 
businesses and legal entities operate. Our Capital Management strategy is driven by the strategic aims of the Group and the risk appetite set by the Board.

Our objectives are achieved through well embedded capital management practices: 

Primary Objectives Core Practices

Provide a viable and sustainable business offering by maintaining 
adequate capital to cover the Group’s current and forecast business 
needs and associated risks

 – Monitor internal targets for capital demand and ratios

 – Meet minimum regulatory requirements at all times in the UK and in 
all other jurisdictions that the Group operates in, such as the United 
States and South Africa where regulated activities are undertaken

Ensure the Group and legal entities maintain adequate capital to 
withstand the impact of the risks that may arise under the stressed 
conditions analysed by the Group

 – Perform Group-wide internal and regulatory stress tests

 – Maintain capital buffers over regulatory minima 

 – Develop contingency plans for severe (stress management actions) 
and extreme stress tests (recovery actions)

Support a strong credit rating  – Maintain capital ratios aligned with rating agency expectations

 – Implementation of the Capital Principal Risk management framework 
and ensure alignment with leading international and regulatory 
practices 

Support the Group’s growth and strategic options  – Maintain a capital plan on a short-term and medium term basis 
aligned with strategic objectives

Our approach to capital risk management
We adopt a forward-looking, risk based approach to Capital Risk Management. Capital demand and supply is actively managed on a centralised basis, 
at a business level, at a local entity level and on a regional basis taking into account the regulatory, economic and commercial environment in which 
Barclays operates. 

Capital planning
Capital forecasts are managed on a top-down and bottom-up analysis through both Short Term (Year 1 monthly) and Medium Term (3 year) financial 
planning cycles. The Group capital plan is developed with the objective of maintaining capital that is adequate in quantity and quality to support our 
risk profile and business needs. As a result the Group holds a diversified pool of capital resources that provides strong loss absorbing capacity and 
optimised returns.

Local management ensures compliance with an entity’s minimum regulatory capital requirements by reporting to local Asset and Liability Committees 
with oversight by the Treasury Committee, as required.

Capital allocation
Capital allocations are approved by the Group Executive committee and monitored by the Treasury Committee, taking into consideration the risk 
appetite, growth and strategic aims of the Group. Barclays Bank PLC is the primary source of capital to its legal entities. Regulated legal entities are,  
at a minimum, allocated adequate capital to meet their current and forecast regulatory and business requirements.

Capital risk 

Capital risk is the risk that the Group is unable to maintain appropriate capital ratios  

which could lead to:

(i)  an inability to support business activity; 

(ii)  a failure to meet regulatory requirements; or 

(iii)  changes to credit ratings.

Risk management
Funding risk – Capital

All disclosures in this section (pages 130 to 138) are unaudited unless otherwise stated
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Risk identification
Capital demand is assessed and quantified for credit, market, operational, interest rate risk on the banking book, pension obligation risk and 
securitisation risks, in line with the FSA’s regulatory requirements. 

Treasury works closely with Group Risk, businesses and legal entities to support a proactive approach to identifying sources of capital ratio volatilities 
which are incorporated in the Group’s capital plan. We monitor capital risks against firm-specific and macroeconomic early warning indicators and 
report to the Treasury Committee, associated with clear escalation channels to senior management.

Following the financial crisis, managing for regulatory change has become fundamental to our capital planning process as it provides a forward looking 
assessment of the impact of mandated changes which allows us to understand the commercial implications.

Stress testing
Internal stress testing is undertaken to quantify and understand the impact of sensitivities on the capital plan and capital ratios, arising from 1 in 7 year 
and 1 in 25 year stresses. Actual recent economic, market and peer institution stresses are used to inform the assumptions of our stress tests and 
assess the effectiveness of our mitigation strategies. 

Group also undertakes stress tests prescribed by the FSA and EBA. Legal entities undertake stress tests prescribed by their local regulators. These stress 
tests inform decisions on the size and quality of capital buffers required and the results are incorporated into the Group capital plan to ensure adequacy 
of capital under normal and severe, but plausible stressed conditions.

Risk mitigation
As part of the stress testing process we identify the actions that should be taken to mitigate the risks that could arise in the event of material adverse 
changes in the current economic and business outlook. 

As an additional layer of protection, the Barclays Recovery Plan also defines the actions and implementation strategies for these actions available  
for the Group to increase or preserve our capital resources in the event that stress events are more extreme than originally forecast. Barclays has 
participated in the FSA’s Pilot project of developing a Recovery Plan since 2010 and is progressing with compliance by June 2012.

Transferability of capital
The Group’s policy is for surplus capital held in Group entities to be repatriated to Barclays Bank PLC in the form of dividends and/or capital repatriation, 
subject to local regulatory requirements, exchange controls and tax implications. This approach provides optimal flexibility on the re-deployment of 
capital across legal entities. The Group is not aware of any material impediments to the prompt transfer of capital resources or repayment of intra-group 
liabilities when due.

Governance
Our capital plans are underpinned by the Capital Management Framework, which includes our capital management policies and practices that are 
approved by the Capital Committee, implemented consistently and aimed at delivering on our objectives. The Treasury Committee and the Board 
approve the Group capital plan, stress tests and Recovery Plan. The Group Treasury Committee manages compliance with the Group’s capital 
management objectives. The Committee reviews actual and forecast capital demand and resources on a monthly basis. The BRC annually reviews  
risk appetite and then analyses the impacts of stress scenarios on the Group capital forecast (see pages 142 and 143) in order to understand and 
manage the Group’s projected capital adequacy, amongst other things.

Resources
Global teams operate in accordance with the Group’s policies and procedures, having direct access to local regulators and businesses in order  
to support individual capital management at a legal entity level.

Senior Management awareness and transparency
Capital ratios, early warning indicators and movements in capital demand and supply are reported to Treasury Committee monthly.

Capital management information is readily available at all times to support the Executive Managements strategic and day-to-day business decision 
making, as may be required.

The Group submits its Board approved ICAAP document to the FSA on an annual basis, which forms the basis of the Individual Capital Guidance  
set by the FSA.

Pillar 3 disclosures are publicly available as a separate document in line with the Basel 2 and FSA requirements.
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Risk management
Funding risk – Capital continued

Capital adequacy

Key capital ratios

Basel 2
Minimum

Basel 3
Minimum

As at
31.12.11

As at
31.12.10

As at
31.12.09

Core Tier 1 n/a 7.0% 11.0% 10.8% 10.0%

Tier 1 n/a n/a 12.9% 13.5% 13.0%

Total capital 8.0% 10.0% 16.4% 16.9% 16.6%

Barclays has continued to maintain a capital buffer over the FSA’s minimum regulatory capital requirements.

Capital supply

Regulatory capital summary (audited)

2011
£m

2010
£m

2009
£m

Core Tier 1 capital 43,066 42,861 38,437 

Tier 1 capital 50,473 53,546 49,637 

Tier 2 capital 16,063 16,019 14,703 

Deductions from total capital (2,588) (2,250) (880)

Total capital resources 63,948 67,315 63,460 

Core Tier 1 capital increased by £0.2bn to £43.1bn primarily driven by:

 – £2.6bn capital generated from retained profits excluding own credit gain, impairment of investment in BlackRock, Inc. and goodwill impairment, 
which are added back for regulatory capital purposes;

 – £1.1bn reduction in the value of the investment in BlackRock, Inc. prior to impairment;

 – £0.5bn net increase from the impact of share awards on shareholders’ funds;

 – £1.3bn reduction reflecting contributions made to the UK Retirement Fund in 2011;

 – £1.3bn reduction due to foreign currency movements, primarily depreciation of the South African Rand and Euro against Sterling; and

 – £0.8bn increase resulting from lower regulatory deductions.

Total capital resources decreased by £3.4bn to £63.9bn principally as a result of the debt buy-back in December 2011 of £1.9bn Reserve Capital 
Instruments and £0.5bn Tier 1 notes that will not qualify as Tier 1 capital under Basel 3 and the further redemption of £1.3bn of Reserve Capital 
Instruments.
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Capital composition

Key capital ratios 2011 2010 2009

Core Tier 1 11.0% 10.8% 10.0%

Tier 1 12.9% 13.5% 13.0%

Total capital 16.4% 16.9% 16.6%

    

Capital Resources 
2011

£m
2010 

£m
2009

£m

Shareholders' equity (excluding non-controlling interests) per balance sheet 55,589 50,858 47,277 

    

Non-controlling interests per balance sheet 9,607 11,404 11,201 

– Less: Other Tier 1 capital - preference shares (6,235) (6,317) (6,256)

– Less: Other Tier 1 capital - Reserve Capital Instruments – (1,275) (1,980)

– Less: Non-controlling Tier 2 capital (573) (572) (547)

Other regulatory adjustments (138) (317) (67)

    

Regulatory adjustments and deductions:    

Own credit cumulative gain (net of tax) (2,680) (621) (340)

Defined benefit pension adjustment (1,241) 99 431 

Unrealised losses on available for sale debt securities 555 340 83 

Unrealised gains on available for sale equity (recognised as Tier 2 capital) (828) – (309)

Cash flow hedging reserve (1,442) (152) (252)

Goodwill and intangible assets (7,560) (8,326) (8,345)

50% excess of expected losses over impairment (net of tax) (506) (268) (17)

50% of securitisation positions (1,577) (2,360) (2,799)

Other regulatory adjustments 95 368 357 

Core Tier 1 capital  43,066  42,861  38,437 

    

Other Tier 1 capital:    

Preference shares 6,235 6,317 6,256 

Tier 1 notesa 530 1,046 1,017 

Reserve Capital Instruments 2,895 6,098 6,724 

    

Regulatory adjustments and deductions:    

50% of material holdings (2,382) (2,676) (2,805)

50% tax on excess of expected losses over impairment 129 (100) 8 

Total Tier 1 capital  50,473  53,546  49,637 

    

Tier 2 capital:    

Undated subordinated liabilities 1,657 1,648 1,350 

Dated subordinated liabilities 15,189 16,565 15,657 

Non-controlling Tier 2 capital 573 572 547 

Reserves arising on revaluation of property 25 29 26 

Unrealised gains on available for sale equity 828 – 309 

Collectively assessed impairment allowances 2,385 2,409 2,443 

    

Tier 2 deductions:    

50% of material holdings (2,382) (2,676) (2,805)

50% excess of expected losses over impairment (gross of tax) (635) (168) (25)

50% of securitisation positions (1,577) (2,360) (2,799)

    

Total capital regulatory adjustments and deductions:    

Investments that are not material holdings or qualifying holdings (1,991) (1,622) (137)

Other deductions from total capital (597) (628) (743)

Total regulatory capital  63,948  67,315  63,460 

Note
a Tier 1 notes are included in subordinated liabilities in the consolidated balance sheet.
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Risk management
Funding risk – Capital continued

Capital demand

Risk weighted assets by risk 2011
£m

2010
£m

Credit risk 245,224 260,998 

Counterparty risk   

 – Internal model method 33,131 29,466 

 – Non-model method 4,953 14,397 

Market risk   

 – Modelled – VaR 26,568 9,209 

 – Modelled – Charges add-on and Non-VaR 17,560 3,769 

 – Standardised 27,823 48,073 

Operational risk 35,740 32,119 

Total risk weighted assets 390,999 398,031 

Total assets and risk weighted assets by business Total assets Risk weighted assets

2011
£m

2010
£m

2011
£m

2010
£m

UK RBB 127,845 121,590 33,956 35,274 

Europe RBB 51,310 53,609 17,436 17,269 

Africa RBB 50,759 60,264 33,419 38,401 

Barclaycard 33,838 30,324 34,186 31,913 

Barclays Capital 1,158,351 1,094,799 186,700 191,275 

Barclays Corporate 88,674 85,735 69,712 70,796 

Barclays Wealth 20,866 17,849 13,076 12,398 

Investment Management 4,066 4,612 125 74 

Head Office Functions and Other Operations 27,818 20,863 2,389 631 

Total 1,563,527 1,489,645 390,999 398,031 

Group risk weighted assets decreased by 2% to £391bn (2010: £398bn) driven by:

 – approximately £30bn increase from implementation of CRD3 incorporating Basel 2.5, predominantly in modelled market risk;

 – £26bn reduction across credit, counterparty and market risk in Barclays Capital, due to lower levels of activity combined with risk reduction, offset by 
a £4bn increase relating to market stress. £11bn reduction from currency movements, primarily depreciation of the Rand and Euro against Sterling;

 – £9bn reduction due to credit market exposure sell down in Barclays Capital; and

 – £5bn increase from business growth, £2bn relating to UK RBB and Barclays Corporate, reflecting delivery against Project Merlin targets, and £3bn 
from Barclaycard acquisitions.
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Adjusted gross leverage

Adjusted gross leverage as at 31 December 2011
£m

2010
£m

Total assetsa 1,563,527 1,489,645 

Counterparty net/collateralised derivativesb (491,716) (377,756)

Assets held in respect of linked liabilities to customers under investment contractsc (1,681) (1,947)

Net settlement balances and cash collateral (61,913) (48,108)

Goodwill and intangible assets (7,846) (8,697)

Adjusted total tangible assets 1,000,371 1,053,137 

Total qualifying Tier 1 capital 50,473 53,546 

Adjusted gross leverage 20 20 

Adjusted gross leverage (excluding liquidity pool) 17 17 

Ratio of total assets to shareholders' equity 24 24 

Ratio of total assets to shareholders' equity (excluding liquidity pool) 22 21 

Barclays continues to manage its balance sheet within limits and targets for balance sheet usage. The adjusted gross leverage was 20x as at 31 
December 2011 (2010: 20x) principally as a result of a reduction in qualifying Tier 1 capital to £50.5bn (2010: £53.5bn), offset by a reduction in adjusted 
total tangible assets by 5% to £1,000bn. At month ends during 2011 the ratio moved in a range from 20x to 23x, with fluctuations arising primarily 
within collateralised reverse repurchase lending and high quality trading portfolio assets. Significant monthly fluctuations comprised:

 – an increase from 20x at December 2010 to 22x at February 2011 driven by an increase in reverse repurchase agreements and holdings of trading 
portfolio assets and a decrease in Tier 1 capital;

 – a fall in June 2011 from 22x to 20x driven by an increase in Tier 1 capital, and decreases in holdings of trading portfolio assets, cash balances and 
reverse repurchase agreements; 

 – a steady increase to 23x in August 2011, driven by a decrease in Tier 1 capital, and an increase in reverse repurchase agreements as well as an 
increase in cash balances; and 

 – a decrease to 20x in December 2011 resulting from decreases in reverse repurchase agreements and holdings of trading portfolio assets. 

Adjusted total tangible assets include cash and balances at central banks of £106.9bn (2010: £97.6bn). Excluding these balances, the balance sheet 
leverage would be 18x (2010: 18x). Excluding the liquidity pool, leverage would be 17x (2010: 17x).

The ratio of total assets to total shareholders’ equity was 24x as at 31 December 2011 (2010: 24x). The ratio moved within a month end range of 24x  
to 28x, driven by trading activity fluctuations noted above and changes in gross interest rate derivatives and settlement balances. Significant drivers of 
fluctuations other than those noted above comprised:

 – the increase from 24x at December 2010 to 26x at April 2011 was affected by increases in settlement balances, offset by decreases in gross derivative 
balances;

 – a further step up in April 2011 from 26x to 28x in October 2011 arose from an increase in gross derivatives balances; and 

 – a decrease from 28x to 24x in December 2011 as a result of decreases in settlement balances in addition to those movements noted above. 

Group Treasury agrees adjusted tangible asset targets at a segment level to manage the Barclays balance sheet and leverage ratio. Barclays Capital’s 
adjusted tangible assets are managed and reviewed monthly by the Corporate and Investment Banking Treasury Committee which includes members 
of Treasury, Finance and the businesses. The Committee agrees limits with each business across Barclays Capital and monitors balance sheet usage 
against those limits. Businesses were required to manage the balance sheet to defined limits and were not permitted to exceed them without prior 
approval by nominated Committee members. Barclays continues to operate within limits and targets for balance sheet usage as part of its balance 
sheet management activities.

Notes
a Includes Liquidity Pool of £152bn (2010: £154bn).
b Comprising counterparty netting of £440,592m (2010: £340,467m) and collateral held of £51,124m (2010: £37,289m) as disclosed on page 108.
c Comprising financial assets designated at fair value and associated cash balances.
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Risk management
Funding risk – Capital continued

Notes
a Calculated using an adjusted average over the year and rounded to the nearest £50m.
b Total period end average economic capital requirement (including pension risk and excluding goodwill) as at 31 December 2011 stood at £35,800m (2010: £34,750m). 
c Average economic capital charts exclude the economic capital calculated for pension risk (average pension risk for 2011 is £2,550m compared with £3,750m in 2010). 
d Includes Transition Businesses and capital for central function risks.
e Includes credit risk loans.
f Includes investments in associates, private equity risk, insurance risk, residual value and business risk. Also includes the Group’s investment in BlackRock, Inc.
g Total available capital resources for economic capital purposes exclude goodwill and intangible assets related to business acquisitions.

Economic capital 
Economic capital is an internal measure of the risk profile of the bank expressed as the estimated stress loss at a 99.98% confidence level. Barclays 
assesses capital requirements by measuring the Group’s risk profile using both internally and externally developed models. The Group assigns economic 
capital primarily within the following risk categories: credit risk, market risk, operational risk, fixed asset risk (property and equipment) and pension risk. 

The Group regularly reviews its economic capital methodology and benchmarks outputs to external reference points. The framework uses default 
probabilities during average credit conditions, rather than those prevailing at the balance sheet date, thus seeking to remove cyclicality from the 
economic capital calculation. The economic capital framework takes into consideration time horizon, correlation of risks and risk concentrations. 
Economic capital is allocated on a consistent basis across all of Barclays businesses and risk activities.

Economic capital is used as part of the Group’s Internal Capital Adequacy Assessment Process (ICAAP) and for assessing the Group’s Financial Volatility 
within the Risk Appetite framework.

In January 2011, we implemented a new Market Risk economic capital framework. The new market risk framework calibrates economic capital at the 
99.98% confidence level using a consistent stress calibration across all asset classes, rather than the calibration used in the previous model that was 
based on current market volatility.

2011
2010

3,600
3,300Investment Management

150
150

4,850
4,500

Head Office Function 
and Other Operationsd

550
600Barclays Wealth

2,150

1,800
2,000

2,000
Africa 
Retail Banking
Western Europe 
Retail Banking

Barclays Capital

3,900
3,700UK Retail Banking

10,950
13,550

Barclays Corporate

3,200
3,300Barclaycard

Average economic capital allocation by business  £mabc

Wholesale credit risk 
(incl. CRLs)e

Retail credit riske

Operational risk

Market risk

Fixed asset risk

Other risksf

11,100

8,100

2,100 

5,150

2,100

4,700

11,350

7,750

2,050

2,700

2,300

4,850

2011
2010

Average economic capital allocation by risk type  £mabc 

The available capital resources to support economic capital comprise adjusted shareholders’ equity including preference shares but excluding other 
non-controlling interests. 

The average supply of capital to support the economic capital frameworka Average
2011

£m

Average
2010

£m

Shareholders’ equity excluding non-controlling interests less goodwillg 43,800 41,400 

Adjusted for:   

Retirement benefits liability representing a non-cash reduction in shareholders' equity 150 450 

Cash flow hedging reserve representing amounts that will be offset against gains and losses on hedged items when 
recognised in the income statement 

(450) (700)

Unrealised gains and losses on available for sale securities 550 150 

Cumulative gains arising on the fair value changes in own credit (1,300) (450)

Preference shares included in economic capital supply are issued to optimise the Groups long term capital base 5,850 5,850 

Average shareholders’ equity for economic purposes excluding goodwill 48,600 46,700 
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Ongoing Capital Management Risks

Capital ratio sensitivity to foreign exchange rate movements
The Group has capital resources and risk weighted assets (RWAs) denominated in foreign currencies. Changes in foreign exchange rates result in 
changes in the Sterling equivalent value of foreign currency denominated capital resources and RWAs. As a result, the Group’s regulatory capital ratios 
are sensitive to foreign currency movements.

The Group’s capital ratio hedge strategy is to minimise the volatility of the capital ratios caused by foreign exchange rate movements. To achieve this, 
the Group aims to maintain the ratio of foreign currency Core Tier 1, Tier 1 and Total Capital resources to foreign currency RWAs the same as the 
Group’s consolidated capital ratios.

The Group’s investments in foreign currency subsidiaries and branches, to the extent that they are not hedged, translate into Sterling upon 
consolidation creating Core Tier 1 capital resources sensitive to foreign currency movements. Changes in the Sterling value of the investments due  
to foreign currency movements are captured in the currency translation reserve, resulting in a movement in Core Tier 1 capital.

To create foreign currency Tier 1 and Total Capital resources additional to the Core Tier 1 capital resources, the Group issues, where possible, debt 
capital in non-Sterling currencies. This is primarily achieved by the issuance of debt capital from Barclays Bank PLC in US$ and EUR, but can also be 
achieved by subsidiaries issuing capital in local currencies, such as South Africa.

Regulatory developments
Regulators assess the Group’s capital position and target levels of capital resources on an ongoing basis and there have been a number of recent 
developments in regulatory capital requirements, including increases, which are likely to have a significant impact on the Group (such as Basel 3 and  
its proposed implementation in the EU under the Capital Requirements Regulation and CRD4). Increased capital requirements and changes to what is 
defined to constitute capital may constrain the Group’s planned activities and could increase costs and contribute to adverse impacts on the Group’s 
earnings. During periods of market dislocation, increasing the Group’s capital resources in order to meet targets may prove more difficult or costly.

The impact of regulatory changes are therefore assessed and monitored by Group Treasury and Group Risk and factored into the capital planning 
process which ensures that the Group always maintains adequate capital to meet its minimum regulatory capital requirements.

Basel 3 and CRD4 (European Union implementation of Basel 3)
In December 2010, the Basel Committee on Banking Supervision (BCBS), issued the final text of the Basel 3 rules, providing details of the global 
standards endorsed by the G20 leaders at their November 2010 Seoul summit. In July 2011, the European Commission published proposals to 
implement the Basel 3 capital and liquidity standards within Europe. The proposals consist of a new Regulation and a Directive, collectively known as 
‘CRD4’. The measures are subject to agreement by EU member state governments and the European Parliament. The key elements of the Basel 3 
Accord that CRD4 is expected to incorporate are as follows:

– Quality of Capital
The proposals bring more stringent requirements for the eligibility of capital instruments with a focus on common equity as the principal component of 
regulatory Tier 1 Capital, higher minimum capital ratios and changes to the regulatory deductions from shareholders’ equity. The proposals recommend 
a minimum common equity requirement of 4.5% phased in between 2013 and 2015. In addition, new regulatory deductions are to be introduced 
gradually from 2014-2018 with the concept of grandfathering applied to capital instruments that no longer meet CRD4 requirements over a 10 year 
period.

– Capital Buffers
To promote the conservation of capital and the build up of adequate buffers that can be drawn down in periods of stress, CRD4 proposes the use 
of common equity capital buffers, namely; a capital conservation buffer of 2.5% of RWAs to be built up during times of positive growth; and a 
countercyclical capital buffer of up to an additional 2.5% of RWAs to be built up when credit growth exceeds GDP growth, allowing firms to use 
this additional buffer in times of stress. These are expected to come into force from 1 January 2016 to 2019.

– Counterparty Credit Risk (CCR)
Whilst the central clearing aspects of these rules remain subject to finalisation, the requirements for managing and capitalising counterparty credit risk 
are to be strengthened with higher capital requirements primarily on OTC exposures and centrally cleared trades. The increased reliance on observed 
market data in the capital calculations has the potential to make these charges pro-cyclical. Net CCR RWAs are forecast to increase by £41.7bn. This is 
already reflected in our capital plans and Barclays continues to maintain adequate capital to absorb this impact.

– Securitisation
The proposal calls for securitisation exposures to be risk weighted at 1250% as opposed to being treated as capital deductions (50% Core Tier 1 and 
50% Tier 2) under the current Basel 2 rules. As a result, net RWAs are estimated to increase by £31.7bn. This is already reflected in our capital plans, 
and Barclays continues to maintain adequate capital to absorb this impact.
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Risk management
Funding risk – Capital continued

– Leverage 
The CRD4 proposals introduce a non-risk based leverage ratio that is calibrated to act as a supplementary measure to the risk based capital 
requirements. The calculation determines a ratio based off the relationship between Tier 1 capital and on and off-balance sheet exposures.The 
Committee will test a minimum Tier 1 leverage ratio of 33x during the parallel run period from 1 January 2013 to 1 January 2017 prior to it potentially 
becoming a directly applicable prudential requirement from 2018.

Based on our interpretation of the current proposals, the Group’s CRD4 Leverage Ratio as at 31 December 2011 would be within the proposed limits.

– Harmonisation of national regulations 
In addition to the introduction of new rules, CRD4 attempts to harmonise national regulation across the European Union via the elimination of national 
discretion and implementation of a common rule book. If applied as drafted, one of the most significant impacts for UK banks with retail portfolios will 
be the proposed change in the definition of default for portfolios using advanced internal ratings based models, which could result in an increase in 
minimum credit risk capital requirements.

Independent Commission on Banking (ICB)
The ICB published its final recommendations to the Cabinet Committee on Banking Reform on 12 September 2011 calling for the ‘ring-fencing’  
of primary retail banking operations and an increase in the minimum capital requirements and the use of bail-in instruments to enhance the loss 
absorbing capacity of financial institutions. Following the UK Government’s considerations of these recommendations, the HMT published its response 
to the ICB’s recommendations re-enforcing the principles of legal segregation of retail banking activities from other activities and higher Core Tier 1  
and total capital requirements in the ring-fenced entity. Its intention is to complete primary and secondary legislation before the end of the current 
Parliamentary term in May 2015 and to implement the ring-fencing measures as soon as practicable thereafter and the loss absorbency measures  
by 2019. Barclays maintains close engagement with the FSA and HMT to support the UK Government and the Group in understanding the practical 
implications and potential impacts of these proposals. 

EU Crisis Management proposals and the FSA’s consultation on Recovery and Resolution Plans
The EU Commission issued a consultation on 1 January 2011 on recovery and resolution management tools that should be implemented by institutions 
and regulators. This proposal will inform EU legislation and contribute to the requirements for additional capital to be retained by global systemically 
important financial institutions (G-SIFIs).

The FSA has issued its proposal calling on institutions to identify a range of actions that can be implemented by firms and the regulators during stress 
conditions more severe than originally forecasts (Recovery Plans) and at the point of non-viability (Resolution plans). Barclays has participated in the 
FSA’s Pilot project of developing a Recovery and Resolution Plan since 2010. Board approved Plans have been submitted and discussed with the FSA 
through the development process and Barclays is progressing well with its compliance by June 2012. Based on the FSA’s analysis of Recovery and 
Resolution Plans, banks could be required to retain additional capital buffers.

Credit Ratings Agency Regulation
The provision of the Credit Ratings Agency Regulation comes into force on 1 May 2012. These provisions restrict the use of ratings for regulatory 
purposes to those either issued in, or endorsed by the EU. The change potentially impacts the calculation of regulatory capital requirements, although 
the impact of the change is not yet known as the European Securities and Markets Authority (ESMA) has not yet determined which non-European 
countries are eligible to be endorsed. 

Further details on these and other regulations that may impact the wider operations of the Group are set out in the ‘Supervision and regulation’ section 
on page 154 to 158.
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This risk is inherent in all banking operations and can be affected by a range of Group-specific and market-wide events which can result in:

 – an inability to support normal business activity; and

 – a failure to meet liquidity regulatory requirements.

During periods of market dislocation, the Group’s ability to manage liquidity requirements may be impacted by a reduction in the availability of 
wholesale term funding as well as an increase in the cost of raising wholesale funds. Asset sales, balance sheet reductions and the increasing costs  
of raising funding will affect the earnings of the Group. 

In illiquid markets, the Group may decide to hold assets rather than securitising, syndicating or disposing of them. This could affect the Group’s ability 
to originate new loans or support other customer transactions as both capital and liquidity are consumed by existing or legacy assets.

In addition, the introduction of capital controls or new currencies by countries to mitigate current stresses could have a consequential effect on 
performance of the balance sheets of certain Group companies based on the asset quality, types of collateral and mix of liabilities.

The efficient management of liquidity is essential to the Group in retaining the confidence of the financial markets and ensuring that the business  
is sustainable. Liquidity risk is managed through the Liquidity Risk Framework, which is designed to meet the following objectives:

 – To maintain liquidity resources that are sufficient in amount and quality and a funding profile that is appropriate to meet the liquidity risk framework 
as expressed by the Board; 

 – To maintain market confidence in the Group’s name; 

 – To set limits to control liquidity risk within and across lines of business and legal entities; 

 – To accurately price liquidity costs, benefits and risks and incorporate those into product pricing and performance measurement; 

 – To set early warning indicators to identify immediately the emergence of increased liquidity risk or vulnerabilities including events that would  
impair access to liquidity resources;

 – To project fully over an appropriate set of time horizons cash flows arising from assets, liabilities and off-balance sheet items; and

 – To maintain a contingency funding plan that is comprehensive and proportionate to the nature, scale and complexity of the business and that  
is regularly tested to ensure that it is operationally robust. 

Governance and organisation 
Barclays Treasury operates a centralised governance control process that covers all of the Group’s liquidity risk management activities. The Barclays 
Treasurer is responsible for designing the Group Liquidity Risk Management framework (the Liquidity Framework) which is sanctioned by the Board 
Risk Committee (BRC). The Liquidity Framework incorporates liquidity policies, systems and controls that the Group has implemented to manage 
liquidity risk within tolerances approved by the Board and regulatory agencies. The Board sets the Group’s Liquidity Risk Appetite (LRA), being the level 
of risk the Group chooses to take in pursuit of its business objectives and in meeting its regulatory obligations. The Treasury Committee is responsible 
for the management and governance of the mandate defined by the Board. The Group Asset and Liability Committees is a sub-committee of the 
Treasury Committee with responsibility for review, challenge and approval of the Liquidity Framework. The Liquidity Framework is reviewed regularly  
at Treasury Committee and BRC.

Liquidity is recognised as a key risk and the Barclays Treasurer is the Group Key Risk owner, supported by Key Risk Owners at regional and country 
levels. Execution of the Group’s liquidity risk management strategy is carried out at country level, with the country Key Risk Owners providing reports  
to Barclays Treasury to evidence conformance with the agreed risk profile. Further oversight is provided by country, regional and business level Asset 
and Liability Committees.

Liquidity risk 

The definition of liquidity risk is the risk that the Group is unable to meet its obligations as 

they fall due as a result of a sudden, and potentially protracted, increase in net cash outflows. 

Such outflows would deplete available cash resources for client lending, trading activities and 

investments. These outflows could be principally through customer withdrawals, wholesale 

counterparties removing financing, collateral posting requirements or loan draw-downs. 

Risk management
Funding risk – Liquidity

All disclosures in this section (pages 139 to 150) are unaudited unless otherwise stated
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Risk management
Funding risk – Liquidity continued

Liquidity Risk Governance Structure:

Treasury Committee

Barclays Treasury

Chief Executive
Group Executive Committee

Group Asset and Liability Committee

Board Audit 
Committee

Board Risk 
Committee

Board

Board Remuneration 
Committee

Board Corporate
Governance and
Nominations
Committee

Board Citizenship 
Committee

Liquidity risk framework
Barclays has a comprehensive Liquidity Framework for managing the Group’s liquidity risk. The Liquidity Framework is designed to deliver the 
appropriate term and structure of funding consistent with the Liquidity Risk Appetite set by the Board.

The Liquidity Framework incorporates a range of ongoing business management tools to monitor, limit and stress test the Group’s balance sheet and 
contingent liabilities. Limit setting and transfer pricing are tools that are designed to control the level of liquidity risk taken and drive the appropriate  
mix of funds, which together reduce the likelihood that a liquidity stress event could lead to an inability to meet the Group’s obligations as they fall due. 
The stress tests assess potential contractual and contingent stress outflows under a range of scenarios, which are then used to determine the size of 
the liquidity buffer that is immediately available to meet anticipated outflows if a stress occurred.

In addition the Group maintains a Contingency Funding Plan which details how liquidity stress events of varying severity would be managed. Since the 
precise nature of any stress event can not be known in advance, the plans are designed to be flexible to the nature and severity of the stress event and 
provide a menu of options that could be used as appropriate at the time. Barclays also maintains Recovery Plans which consider actions to generate 
additional liquidity in order to facilitate recovery in a severe stress and is developing documentation to meet Resolution Planning in line with regulatory 
requirements. The overall framework therefore provides the necessary tools to manage the continuum of liquidity risk, as summarised below:

Ongoing business 
management

Early signs/Mild stress Severe stress Recovery

– Liquidity Limits

– Pricing and Incentives

– Early Warning Indicators

– Risk Appetite and Planning

– Monitoring and review

– Low cost actions and 
balance sheet optimisation

– Activate Contingency 
Funding Plan

– Balance sheet reductions 
and business limitations

– Asset and Liability actions to 
generate additional liquidity
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Ongoing business management

Liquidity limits
Barclays manages to limits on a variety of on and off-balance sheet exposures a sample of which are shown in the table below. These limits serve to 
control the overall extent and composition of liquidity risk taken by managing exposure to particular sources of liabilities, asset liability mismatches  
and counterparty concentrations. Barclays also limits activities permitted at a country level. Businesses are only allowed to have funding exposure to 
wholesale markets where they can demonstrate that their market is sufficiently deep and liquid and then only relative to the size and complexity of  
their business.

Liquidity Limits

Unsecured Limits
– By currency
– By maturity
– By liability type 

FX Limits Conduit Facilities Limits

Secured Limits
– By currency
– By maturity
– By collateral type
– By counterparty

Counterparty 
Concentration Limits

Off-Balance Sheet 
Commitment Limits

Internal pricing and incentives
Barclays actively manages the composition of the balance sheet and contingent liabilities through the appropriate transfer pricing of liquidity costs  
and induce the correct behaviour and decision making. These take the form of funds transfer pricing and economic funds allocation of behaviouralised 
assets and liabilities and contingent liquidity risk charging to the businesses. These transfer pricing mechanisms are designed to ensure that liquidity 
risk is reflected in product pricing and performance measurement, thereby ensuring that the Liquidity Framework is integrated into business level 
decision making to drive the appropriate mix of sources and uses of funds.

Early warning indicators
Barclays monitors a range of market indicators for early signs of liquidity risk either in the market or specific to Barclays, a sample of which are shown in 
the table below. Additionally country and business level Asset and Liability Committees monitor early warning indicators appropriate to their businesses. 
These are designed to immediately identify the emergence of increased liquidity risk to maximise the time available to execute appropriate mitigating 
actions. A deterioration in Early Warning Indicators can lead to invocation of the Group’s Contingency Funding Plan, which provides a framework for 
how the liquidity stress would be managed.

Early Warning Indicators

Change in composition of deposits Level of debt buybacks Rising funding costs

Widening CDS spreads Change in maturity profile Repo haircut widening

Liquidity Risk appetite
Regulatory requirements are complied with at the Group and entity level, with the Liquidity Risk Appetite (LRA) providing a consistent Group wide 
perspective that supplements these requirements. Under the Liquidity Framework, the Group has established the LRA, which is the level of liquidity risk 
the Group chooses to take in pursuit of its business objectives and in meeting its regulatory obligations. It is measured with reference to the liquidity 
pool as a percentage of anticipated stressed net contractual and contingent outflows for each of three stress scenarios.

The stress outflows are used to determine the size of the Group Liquidity Pool, which represents those resources immediately available to meet 
outflows in a stress. In addition to the Liquidity Pool, the Liquidity Framework provides for other management actions, including generating liquidity 
from other liquid assets on the Group’s balance sheet in order to meet additional stress outflows, or to preserve or restore the Liquidity Pool in the event 
of a liquidity stress.

Liquidity pool (audited)
The Group liquidity pool is held unencumbered against contractual and contingent stress outflows in the LRA stress tests. The liquidity pool is not used 
to support payment or clearing requirements. As of 31 December the Group liquidity pool was £152bn (2010: £154bn) and moved within a month-end 
range of £140bn to £167bn during the year.

Barclays does not include any own-name securities in its liquidity pool. 

Barclays PLC Annual Report 2011 www.barclays.com/annualreport 141

T
h

e
 strate

g
ic re

p
o

rt
G

o
ve

rn
a

n
ce

R
isk m

a
n

a
g

e
m

e
n

t
F

in
a

n
cia

l review
F

in
a

n
cia

l state
m

e
n

ts
S

h
a

re
h

o
ld

e
r in

fo
rm

atio
n



Risk management
Funding risk – Liquidity continued

Barclays manages the liquidity pool on a centralised basis. As at 31 December 2011, 94% of the liquidity pool was located in Barclays Bank PLC.  
The residual liquidity pool is held predominantly within Barclays Capital Inc. (BCI) against contractual and contingent stress outflows in the LRA stress 
test at the legal entity level. The Group does not rely on any excess of liquid assets over outflows in BCI. 

Additionally the Absa Group holds a liquidity pool of £2bn, which is managed independently due to local currency and funding requirements 

Composition of the group liquidity pool (audited) Cash and 
deposits with 
central banksa

£bn

Government 
bondsb

£bn

Other 
available 
liquidity

£bn
Totalc

£bn

As at 31 December 2011 105 36 11 152 

As at 31 December 2010 96 40 18 154 

Liquidity risk stress testing
Under the Liquidity Framework, the Group runs three liquidity stress scenarios, aligned to the FSA’s prescribed stresses: a market-wide stress event,  
a Barclays specific stress event and a combination of the two. Under normal market conditions, the liquidity pool must be in excess of 100% of three 
months’ anticipated outflows for a market-wide stress and one month’s anticipated outflows for each of the Barclays specific and combined stresses.

Barclays is primarily focused upon the Barclays specific stress scenario, which also results in the greatest net outflows of each of the liquidity stress tests.

Key Liquidity Risk Appetite assumptions include:

Liquidity Risk Driver Barclays Specific Stress

Net wholesale funding 
outflow

 – Outflows at contractual maturity of wholesale funding and conduit commercial paper, with no rollover / new 
issuance

 – Prime Brokerage: 100% loss of excess client derivative margin and 100% loss of excess client cash

Loss of secured financing & 
increased haircuts

 – Loss of repo capacity at contractual maturity date and incremental haircut widening, depending upon  
collateral type

Retail & commercial bank 
deposit outflows

 – Substantial outflows as Barclays is seen as greater credit risk than competitors

Intra-day risk  – Liquid collateral held against intra-day requirement at clearing and payment systems is regarded as encumbered 
with no liquidity value assumed

 – Liquid collateral is held against withdrawal of unsecured intra-day lines provided by third parties

Intra-group risk  – Risk of cash within subsidiaries becoming unavailable to the wider Group

Funding Concentration risk  – Additional outflows recognised against concentration of providers of wholesale secured financing

Off-balance sheet risk  – Collateral outflows due to market movements, taking account of disputes and mismatches between 
collateralised and uncollateralised OTC and exchange-traded positions

 – Outflow of all collateral owed by Barclays to counterparties but not yet called
 – Anticipated increase in firm’s derivative initial margin requirement in a stressed environment
 – Collateral outflows contingent upon a multi-notch credit rating downgrade of Barclays Bank PLC
 – Significant drawdown on committed facilities provided to corporates, based on counterparty type, 

creditworthiness and facility type
 – Drawdown on retail commitments

Franchise Viability  – Barclays liquidity stress testing recognises that it will be necessary to hold additional liquidity in order to  
meet outflows that are non-contractual in nature, but are necessary in order to support the ongoing franchise 
(for example, market-making activities)

Mitigating actions  – Unencumbered marketable assets that are held outside of the liquidity pool, and that are of known liquidity  
value to the firm, are assumed to be monetised (subject to haircut / valuation adjustment)

The market-wide stress scenario allows for a partial roll-over of wholesale funds, maintains repo market capacity (albeit at wider haircuts depending 
upon collateral type) and includes lower outflows on retail and commercial bank deposits given that Barclays would not be seen as a greater credit risk 
relative to competitors.

The combined scenario is a combination of the market wide and Barclays specific stress assumptions.

Notes
a Of which over 95% is placed with the Bank of England, US Federal Reserve, European Central Bank, Bank of Japan and Swiss National Bank.
b Of which over 80% are comprised of UK, US, Japanese, French, German and Dutch securities.
c £140bn of which is FSA eligible.
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As at 31 December 2011, the Liquidity Pool exceeded net stress outflows under all three stress scenarios. The results of the stress scenarios expressed 
as the liquidity pool as a percentage of net anticipated stress outflows was:

Market wide
3 month

Barclays-
specific 1

month
Combined

1 month

Liquidity pool as a percentage of anticipated net outflows 127% 107% 118%

Barclays monitors the money markets closely, in particular for early indications of the tightening of available funding. In these conditions, the nature  
and severity of the stress scenarios are reassessed and appropriate action taken with respect to the liquidity pool. This may include further increasing 
the size of pool or using the pool to meet stress outflows.

Contingency Funding Plan and Recovery and Resolution Plan
Barclays maintains a Contingency Funding Plan (CFP), which is designed to provide a framework under which a liquidity stress could be effectively 
managed. The CFP is proportionate to the nature, scale and complexity of the business and is tested to ensure that it is operationally robust. The CFP 
details the circumstances in which the plan could be invoked, including; as a result of adverse movements in Early Warning Indicators. As part of the 
plan the Barclays Treasurer has established a Liquidity Management Committee (LMC.) On invocation of the CFP, the LMC would meet to identify the 
likely impact of the event on the Group and determine the response, which would be proportionate to the nature and severity of the stress. 

Barclays also maintains Recovery Plans which consider actions to generate additional liquidity in order to facilitate recovery in a stress.

Liquidity regulation
Since June 2010, the Group has reported its liquidity position against backstop Individual Liquidity Guidance (ILG) provided by the FSA. The FSA  
defines both eligible liquidity pool assets and stress outflows against reported balances.

Barclays also monitors compliance with BCBS LCR and NSFR. As at 31 December 2011, the Group met 82% of the LCR (2010: 80%) and 97%  
of the NSFR (2010: 94%) requirements and is on track to meet the 100% compliance under Basel 3 required by 2015 and 2018 respectively.

The LRA stress scenarios, the FSA ILG and BCBS LCR are all broadly comparable short-term stress scenarios in which the adequacy of defined liquidity 
resources is assessed against contractual and contingent stress outflows. The ILG and LCR stress tests provide an independent assessment of the 
Group’s liquidity risk profile. The BCBS NSFR is a longer-term metric designed to establish a minimum acceptable amount of stable funding based  
on liquidity characteristics of an institution’s assets and activities over a one year time horizon.

Stress Test
Barclays Liquidity Risk 
Appetite (LRA)

FSA Individual Liquidity 
Guidance (ILG)

Basel 3 Liquidity Coverage 
Ratio (LCR)

Basel 3 Net Stable 
Funding Ratio (NSFR)

Time Horizon 1 – 3 months 3 months 30 days 1 year

Calculation Liquid assets to net cash 
outflows

Liquid assets to net cash 
outflows

Liquid assets to net cash 
outflows

Stable funding resources to 
stable funding 
requirements
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Risk management
Funding risk – Liquidity continued

Funding structure
The basis for sound liquidity risk management is a solid funding structure that reduces the probability of a liquidity stress leading to an inability to  
meet funding obligations as they fall due.

The Group’s overall funding strategy is to develop a diversified funding base (both geographically and by depositor type) and maintain access to a 
variety of alternative funding sources, to minimise the cost of funding while providing protection against unexpected fluctuations. Within this, the 
Group aims to align the sources and uses of funding. As such, retail and commercial customer loans and advances are largely funded by customer 
deposits. Other assets together with other loans and advances and unencumbered assets, are funded by long term wholesale debt and equity.

Trading portfolio assets and reverse repurchase agreements are largely funded in the wholesale markets by repurchase agreements and trading 
portfolio liabilities, whilst derivative assets are largely matched by derivatives liabilities. The liquidity pool is predominantly funded through wholesale 
markets. These funding relationships are summarised below as of 31 December 2011:

Assets Liabilities

Customer Loans and Advancesa £379bn Customer Depositsa £329bn

<1 year wholesale funding £130bn

>1 year wholesale funding £135bn

Equity and Other Liabilitiesb £117bn

Repo financing and matched assets and liabilities c £328bn

Derivatives £525bn

Group Liquidity Pool £152bn

Other Assetsb £169bn

Repo financing and matched assets and liabilities c £328bn

Derivatives £536bn

Deposit funding (audited)

Composition of Loan-to-Deposit Ratios by Business (audited)d

As at 31 December 2011

Loans and
Advances to

Customers
£bn

Customer
Deposits

£bn

Loan to
Deposit

Ratio
%

RBB 231.6 158.7  146 

Barclays Corporated 64.6 77.7  83 

Barclays Wealth 18.8 46.5  40 

Total funding excluding secured 315.0 282.9  111 

Secured funding – 28.7 –

Sub-total including secured funding 315.0 311.6  101 

    

RBB, Corporate and Wealth 315.0 282.9  111 

Barclays Capital 63.4 46.0  138 

Group Centre 0.9 – –

Trading settlement balances and cash collateral 52.6 37.1  142 

Total 431.9 366.0  118 

The Group loan to deposit ratio as at 31 December 2011 was 118% (2010: 124%) and the loan to deposit and long-term funding ratio was 75%  
(2010: 77%).

RBB, Barclays Corporate and Barclays Wealth activities are largely funded with customer deposits. As at 31 December 2011, the loan to deposit ratio  
for these businesses was 111% (2010: 114%) and the loan to deposit and secured funding ratio was 101% (2010: 105%). The funding gap for these 
businesses is met using asset backed securities and covered bonds secured primarily over customer loans and advances such as residential mortgages 
and credit card receivables.

The excess of Barclays Capital loans and advances over customer deposits is funded with long-term debt and equity. 

Notes
a  Excluding cash collateral and settlement balances.
b  Absa Group balances other than customer loans and advances of £38.0bn and customer deposits of £33.0bn are included in other assets and other liabilities.
c Comprised of reverse repos that provide financing to customers collateralised by highly liquid securities on a short term basis or are used to settle short inventory positions; repo financing 

of trading portfolio assets and matched cash collateral and settlement balances. 
d In addition Barclays Corporate holds £17.2bn (2010: £14.4bn) loans and advances as financial assets held at fair value. 
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Included within RBB and Barclays Capital are Absa Group related balances totalling £38.0bn of loans and advances to customers funded by £33.0bn  
of customer deposits and the gap of £5.0bn is funded with wholesale borrowings. This is managed separately by the Absa Group due to local currency 
and funding requirements. During 2011, the Absa Group has issued additional senior unsecured debt to further extend its funding term and diversify  
its funding base, reducing its reliance on wholesale money market funding.

Although, contractually, current accounts are repayable on demand and savings accounts at short notice, the Group’s broad base of customers – 
numerically and by depositor type – helps protect against unexpected fluctuations in balances. Such accounts form a stable funding base for the 
Group’s operations and liquidity needs. Barclays models the behaviour of both assets and liabilities on a net cash flow basis using our experience of 
customer behaviour to assess balance sheet behaviouralised funding gaps under business as usual conditions. These behavioural maturities are used 
to determine funds transfer pricing interest rates at which businesses are rewarded and charged for sources and uses of funds.

Behavioural Maturity Profile (audited) Behavioural Maturity Profile 
Cash Inflow (Outflow)

As at 31 December 2011

Loans and
Advances to

Customers
£bn

Customer
Deposits

£bn

Customer
Funding
Surplus/
(Deficit)

£bn

Less than
One Year

£bn

Greater than
One Year

£bn

RBB 231.6 158.7 (72.9) 13.8 59.1 

Barclays Corporate 64.6 77.7 13.1 (1.1) (12.0) 

Barclays Wealth 18.8 46.5 27.7 (4.0) (23.7) 

Total funding excluding secured 315.0 282.9 (32.1) 8.7 23.4 

Secured funding – 28.7 28.7 (10.1) (18.6) 

Total RBB, Corporate and Wealth funding 315.0 311.6 (3.4) (1.4) 4.8 

The relatively low cash outflow within one year demonstrates that customer funding remains broadly matched from a behavioural perspective.

Wholesale funding (audited)
Funding of Other Assetsa as at 31 December 2011:

Assets £bn

Trading portfolio assets  104 

Reverse repurchase agreements  103 

Reverse repurchase agreements  45 

Derivative financial instruments  536 

Liquidity pool  152 

Other unencumbered assetsb  175 

Liabilities £bn

Repurchase agreements  207 

Trading portfolio liabilities 45 

Derivative financial instruments  525 

Less than 1 year wholesale debt  130 

Greater than 1 year wholesale debt and equity  196 

Trading portfolio assets are largely funded by repurchase agreements. The majority of reverse repurchase agreements (i.e. secured lending)  
are matched by repurchase agreements. The remainder of reverse repurchase agreements are used to settle trading portfolio liabilities.

Derivative assets and liabilities are largely matched. A substantial proportion of balance sheet derivative positions qualify for counterparty netting  
and the remaining portions are largely offset once netted against cash collateral received and paid.

The liquidity pool is largely funded by wholesale debt maturing in less than one year, with a significant portion maturing in more than one year. 

Other unencumbered assets (mainly being available for sale investments, trading portfolio assets and loans and advances to banks) are largely 
matched by wholesale debt maturing over an average of 5 years and equity.

Repurchase agreements and other secured funding are largely collateralised by government issued bonds and other highly liquid securities.  
The percentage of secured funding using each asset class as collateral is set out below:

Secured Funding by Asset Class (audited) Govt
%

Agency
%

MBS
%

ABS
%

Corporate
%

Equity
%

 Other
%

As at 31 December 2011 66 6 9 3 7 7 2 

As at 31 December 2010 64 7 9 3 7 7 3 

Due to the high quality of collateral provided against secured sources of funds, the liquidity risk associated with these liabilities is significantly lower 
than unsecured wholesale funds. Nonetheless, Barclays manages a range of secured mismatch limits to limit refinancing risk under a severe stress 
scenario and a portion of the Group’s liquidity pool is held against stress outflows on these positions.

Notes
a Excludes balances relating to the Absa Group, which are managed separately due to local currency and funding requirements. 
b Predominantly unencumbered available for sale investments, trading portfolio assets, financial assets designated at fair value and loans and advances to banks funded by greater than one 

year wholesale debt and equity. 
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Risk management
Funding risk – Liquidity continued

Composition of wholesale fundinga (audited)
The Group maintains access to a variety of sources of wholesale funds in USD, EUR and GDP, including those available from money markets, repo 
markets and from term investors, across a variety of distribution channels and geographies. Barclays are an active participant in money markets, have 
direct access to US, European and Asian capital markets through our global investment banking operations and long-term investors through our global 
client base. As a result, wholesale funding is well diversified by product, maturity, geography and major currency.

Maturity of wholesale funding (audited)

Not more 
than three

months
£bn

Over three
months but

not more
than six
months

£bn

Over six
months but

not more
than one

year
£bn

Sub-total
less than
one year

£bn

Over one
year but

not more
than three

years
£bn

Over three
years

£bn
Total
£bnAs at 31 December 2011

Deposits from Banks 34.1 0.9 0.9 35.9 0.3 1.7 37.9 

CDs and CP 35.0 7.5 4.0 46.5 1.9 1.0 49.4 

ABCP 8.9 0.2 – 9.1 – – 9.1 

Senior unsecured MTNs (Public benchmark) 4.7 0.1 2.5 7.3 11.1 14.6 33.0 

Senior unsecured MTNs (Privately placed) 3.1 1.6 3.4 8.1 6.5 11.7 26.3 

Senior unsecured structured notes 3.2 2.1 3.9 9.2 12.4 28.0 49.6 

Covered bonds/ABS 0.3 2.5 0.8 3.6 6.3 14.2 24.1 

Subordinated liabilities – – – – 0.8 23.0 23.8 

Otherb 7.7 1.5 1.4 10.6 1.4 – 12.0 

Total 97.0 16.4 16.9 130.3 40.7 94.2 265.2 

        

of which secured 10.9 3.9 2.1 16.9 6.9 14.9 38.7 

of which unsecured 86.1 12.5 14.8 113.4 33.8 79.3 226.5 

The maturity of wholesale funding table includes £27bn of term financing maturing in 2012c.

The liquidity risk is carefully managed primarily through the LRA stress tests, against which the liquidity pool is held. Although not a requirement,  
as at 31 December 2011, the liquidity pool was equivalent to more than one year of wholesale debt maturities.

Excluding wholesale funding of the liquidity pool, the average maturity of wholesale funding was at least 58 months.

Term financing (audited)
As outlined above, the Group has £27bn of term debt maturing in 2012 and a further £16bn maturing in 2013. 

The Group continues to attract deposits in unsecured money markets and to raise additional secured and unsecured term funding in a variety  
of markets. During 2011, the Group issued approximately £30bn of term funding, comprising:

 – £3.8bn equivalent of public benchmark senior unsecured medium term notes;

 – £5.0bn equivalent of privately placed senior unsecured medium term notes;

 – £10.1bn equivalent of senior unsecured structured notes;

 – £10.3bn equivalent of public covered bonds/ABS; and

 – £1.0bn equivalent of public subordinated debt.

This term funding raised during 2011 re-financed all wholesale term debt maturing in 2011, funded strategic balance sheet growth and further 
strengthened the Group’s term liquidity position. In January 2012 £5bn of funding was raised. 

Notes
a The composition of wholesale funds is reconciled to the balance sheet reported Deposits from Banks (excluding cash collateral and settlement balances), Financial liabilities at Fair Value 

and Debt Securities in Issue split by product and Subordinated Liabilities, in all cases excluding Absa Group balances.
b Primarily comprised of Fair Value Deposits and secured financing of physical gold.
c Term funding maturities are maturities of senior unsecured MTNs, structured notes, covered bonds/ABS and subordinated debt where the original maturity of the instrument was more 

than 1 year. In addition, as at 31 December 2011, £1.2bn of these instruments were not term financing as they had an original maturity of less than 1 year.
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Currency composition of wholesale debt

As at 31 December 2011
US$

%
EUR

%
GBP

%
Other

%

Deposits from Banks 36 27 27 10 

CDs and CP 59 25 15 1 

ABCP 85 8 7 –

Senior unsecured MTNs 26 40 13 21 

Structured Notes 35 21 22 22 

Covered bonds/ABS 31 29 39 1 

Subordinated Debt 16 52 32 –

Wholesale debt 37 30 22 11 

     

Currency composition of Liquidity Pool 27 42 17 14 

To manage cross-currency refinancing risk Barclays manages to FX cash-flow limits, which limit risk at specific maturities. The Group’s liquidity pool  
is also well diversified by major currency and the Group monitors the three LRA stress scenarios for major currencies.

Secured funding against customer loans and advances
Barclays issues asset backed securities (ABS) and covered bonds that are secured primarily over customer loans and advances. As of 31 December 
2011, 10% of customer loans and advances were used to secure external sources of funds. This was comprised of external issuances of ABS and 
covered bonds and repo financing.

The Group currently manages three primary on balance sheet asset backed funding programmes to obtain term financing. The UK regulated covered 
bond and the residential mortgage master trust securitisation programmes both utilise assets originated by the Group’s UK residential mortgage 
business. The third programme is a credit card master trust securitisation and uses receivables from the Group’s UK credit card business. The 
programmes utilise true sale mechanics to transfer the title of the mortgage loan assets or, as applicable, current and future credit card receivables 
from Barclays Bank PLC (BBPLC) to insolvency remote special purpose vehicles. 

All programmes initially transfer the respective assets by way of a beneficial transfer of the assets. However, should there be a ‘perfection’ event 
(including, amongst other things, the insolvency of BBPLC or BBPLC not maintaining the appropriate credit rating required by the relevant rating 
agency), then legal transfer of the assets would occur. 

External funding secured against customer loans and advances

As at 31 December 2011 £bn

Externally issued ABS  17,090 

Externally issued covered bonds  13,791 

Repo financing  12,563 

Total  43,444 

Balance sheet loans and advances to customers  431,934 

Group loans and advances used to secure external funding 10%

As at 31 December 2011, Barclays has an additional £16bn loans and advances within its asset backed funding programmes that can readily be used  
to raise additional secured funding and available to support future issuance.

Credit ratings
In addition to monitoring and managing key metrics related to the financial strength of Barclays, we also subscribe to independent credit rating agency 
reviews by Standard & Poor’s, Moody’s and Fitch. These ratings assess the credit worthiness of Barclays and are based on reviews of a broad range of 
business and financial attributes including risk management processes and procedures, capital strength, earnings, funding, liquidity, accounting and 
governance. 

A credit rating downgrade could result in contractual outflows to meet collateral requirements on existing contracts. Outflows related to a multiple-
notch credit rating downgrade are included in the LRA stress scenarios and a portion of the Liquidity Pool is held against this risk. Credit ratings 
downgrades could also result in increased costs or reduced capacity to raise funding.

Credit Ratings Standard & Poor’s Moody’s Fitch

Barclays PLC

Long Term A(Stable) A1 A(Stable)

Short Term A-1 P-1 F1

Bank Financial Strength Rating N/A N/A N/A

Barclays Bank PLC    

Long Term A+(Stable) Aa3 A(Stable)

Short Term A-1 P-1 F1

Bank Financial Strength Rating N/A C(Stable) N/A

Barclays PLC Annual Report 2011 www.barclays.com/annualreport 147

T
h

e
 strate

g
ic re

p
o

rt
G

o
ve

rn
a

n
ce

R
isk m

a
n

a
g

e
m

e
n

t
F

in
a

n
cia

l review
F

in
a

n
cia

l state
m

e
n

ts
S

h
a

re
h

o
ld

e
r in

fo
rm

atio
n



Risk management
Funding risk – Liquidity continued

Contractual maturity of financial assets and liabilities (audited)
Details of contractual maturities for assets and liabilities form an important source of information for the management of liquidity risk. Such information 
is used (amongst other things) as the basis for modelling a behavioural balance sheet, for input into the liquidity framework, as discussed above.

The table below provides detail on the contractual maturity of all financial instruments and other assets and liabilities. Derivatives (other than those 
designated in a hedging relationship) and trading portfolio assets and liabilities are included in the on demand column at their fair value. Liquidity risk 
on these items is not managed on the basis of contractual maturity since they are not held for settlement according to such maturity and will frequently 
be settled before contractual maturity at fair value. Derivatives designated in a hedging relationship are included according to their contractual maturity.

Financial assets designated at fair value in respect of linked liabilities to customers under investment contracts have been included in other assets and 
other liabilities as the Group is not exposed to liquidity risk arising from them; any request for funds from creditors would be met by simultaneously 
liquidating or transferring the related investment. 

Contractual maturity of financial assets and liabilities (audited)

As at 31 December 2011

On
demand

£m

Not more
than three

months
£m

Over three
months 

but
not more

than six
months

£m

Over six
months 

but
not more
than one

year
£m

Over one
year 

but not
more than

three years
£m

Over three
years but
not more
than five

years
£m

Over five
years but
not more
than ten

years
£m

Over ten
years

£m
Total

£m

Assets

Cash and balances at central 
banks  58,317  48,577 –  –  –  –  –  –  106,894 

Items in the course of collection 
from other banks  1,188  624  –  –  –  –  –  –  1,812 

Trading portfolio assets  152,183  –  –  –  –  –  –  –  152,183 

Financial assets designated at fair 
value  802  4,257  1,046  1,725  4,252  1,915  2,532  19,118  35,647 

Derivative financial instruments  535,306  122  109  188  417  1,036  904  882  538,964 

Loans and advances to banks  6,133  35,730  2,047  827  1,586  378  326  419  47,446 

Loans and advances to customers  37,747  79,949  8,107  16,561  52,827  52,414  61,754  122,575  431,934 

Reverse repurchase agreements 
and other similar secured lending  24  141,751  7,674  3,423  401  101  133  158  153,665 

Available for sale financial 
investments  360  10,423  4,798  4,047  14,404  10,133  12,392  11,934  68,491 

Other financial assets  –  1,978  –  –  640  –  –  –  2,618 

Total financial assets  792,060  323,411  23,781  26,771  74,527  65,977  78,041  155,086  1,539,654 

Other assets  23,873

Total assets  1,563,527 

Liabilities

Deposits from banks  7,866  79,507  880  896  416  1,218  333  –  91,116 

Items in the course of collection 
due to other banks  965  4  –  –  –  –  –  –  969 

Customer accounts  213,927  119,010  8,839  11,568  7,343  1,839  2,206  1,300  366,032 

Repurchase agreements and other 
similar secured borrowing  23  196,066  9,356  1,554  125  130  36  2  207,292 

Trading portfolio liabilities  45,887  –  –  –  –  –  –  –  45,887 

Financial liabilities designated at 
fair value  1,525  11,743  4,033  11,077  19,826  16,283  11,511  10,318  86,316 

Derivative financial instruments  524,551  345  146  44  577  564  592  1,091  527,910 

Debt securities in issue  75  52,189  13,084  7,803  22,442  15,133  13,235  5,775  129,736 

Subordinated liabilities  –  78  –  115  1,231  365  13,403  9,678  24,870 

Other financial liabilities  –  3,629  –  –  1,594  –  –  –  5,223 

Total financial liabilities  794,819  462,571  36,338  33,057  53,554  35,532  41,316  28,164  1,485,351 

Other liabilities  12,980 

Total liabilities  1,498,331 

Cumulative liquidity gap (2,759) (141,919) (154,476) (160,762) (139,789) (109,344) (72,619)  54,303  65,196 
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Contractual maturity of financial assets and liabilities (audited)

As at 31 December 2010

On
demand

£m

Not more
than three

months
£m

Over three
months 

but
not more

than six
months

£m

Over six
months 

but
not more
than one

year
£m

Over one
year 

but not
more than

three years
£m

Over three
years but
not more
than five

years
£m

Over five
years but
not more
than ten

years
£m

Over ten
years

£m
Total

£m

Assets

Cash and balances at central 
banks  96,842  788  –  –  –  –  –  –  97,630 

Items in the course of collection 
from other banks  1,168  216  –  –  –  –  –  –  1,384 

Trading portfolio assets  168,867  –  –  –  –  –  –  –  168,867 

Financial assets designated at fair 
value  789  5,678  1,110  2,773  7,411  3,745  2,461  16,089  40,056 

Derivative financial instruments  418,587  114  20  96  488  444  396  174  420,319 

Loans and advances to banks  5,698  26,462  1,858  946  2,260  5  111  459  37,799 

Loans and advances to customers  48,222  60,908  9,553  16,079  53,374  44,324  65,809  129,673  427,942 

Reverse repurchase agreements 
and other similar secured lending  114  192,423  7,366  5,089  390  124  238  28  205,772 

Available for sale financial 
investments  297  7,589  2,979  5,851  15,053  9,677  12,127  11,537  65,110 

Other financial assets  –  2,040  –  –  784  –  –  –  2,824 

Total financial assets  740,584  296,218  22,886  30,834  79,760  58,319  81,142  157,960  1,467,703 

Other assets  21,942 

Total assets  1,489,645 

Liabilities

Deposits from banks  5,754  65,755  2,161  2,247  739  790  249  280  77,975 

Items in the course of collection 
due to other banks  1,312  9  –  –  –  –  –  –  1,321 

Customer accounts  230,880  77,607  13,959  11,423  5,211  3,539  2,263  906  345,788 

Repurchase agreements and other 
similar secured borrowing  907  216,454  4,358  2,755  739  256  59  6  225,534 

Trading portfolio liabilities  72,693  –  –  –  –  –  –  –  72,693 

Financial liabilities designated at 
fair value  1,237  17,866  6,191  6,963  21,453  18,446  13,553  10,073  95,782 

Derivative financial instruments  403,163  303  72  101  390  927  286  274  405,516 

Debt securities in issue  17  50,735  17,982  33,172  23,130  13,032  12,028  6,527  156,623 

Subordinated liabilities  –  835  –  218  2,094  475  9,499  15,378  28,499 

Other financial liabilities  –  4,295  –  –  990  –  –  –  5,285 

Total financial liabilities  715,963  433,859  44,723  56,879  54,746  37,465  37,937  33,444  1,415,016 

Other liabilities  12,367 

Total liabilities  1,427,383 

Cumulative liquidity gap  24,621 (113,020) (134,857) (160,902) (135,888) (115,034) (71,829)  52,687  62,262 

Expected maturity dates do not differ significantly from the contract dates, except for:

 – Trading portfolio assets and liabilities and derivative financial instruments, which may not be held to maturity as part of the Group’s trading 
strategies. For these instruments, which are mostly held by Barclays Capital, liquidity and repricing risk is managed through the Daily Value at Risk 
(DVaR) methodology;

 – Retail deposits, which are included within customer accounts, are repayable on demand or at short notice on a contractual basis. In practice, these 
instruments form a stable base for the Group’s operations and liquidity needs because of the broad base of customers – both numerically and by 
depositor type; and

 – Financial assets designated at fair value held in respect of linked liabilities, which are managed with the associated liabilities.
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Risk management
Funding risk – Liquidity continued

Contractual maturity of financial liabilities on an undiscounted basis (audited)
The table below presents the cash flows payable by the Group under financial liabilities by remaining contractual maturities at the balance sheet date. 
The amounts disclosed in the table are the contractual undiscounted cash flows of all financial liabilities (i.e. nominal values); whereas the Group 
manages the inherent liquidity risk based on discounted expected cash inflows.

The balances in the below table do not agree directly to the balances in the consolidated balance sheet as the table incorporates all cash flows,  
on an undiscounted basis, related to both principal as well as those associated with all future coupon payments.

Derivative financial instruments held for trading and trading portfolio liabilities are included in the on demand column at their fair value.

Financial liabilities designated at fair value in respect of linked liabilities under investment contracts have been excluded from this analysis as the Group 
is not exposed to liquidity risk arising from them.

Contractual maturity of financial liabilities – undiscounted (audited)

On demand
£m

Within one
year
£m

Over one 
year

but not 
more than 
five years

£m

Over five
years

£m
Total

£m

As at 31 December 2011

Deposits from banks  7,866  81,308  1,651  409  91,234 

Items in the course of collection due to other banks  965  4  –  –  969 

Customer accounts  213,927  139,617  9,418  5,659  368,621 

Reverse repurchase agreements and other similar secured lending  23  207,000  257  41  207,321 

Trading portfolio liabilities  45,887  –  –  –  45,887 

Financial liabilities designated at fair value  1,525  28,147  39,459  30,743  99,874 

Derivative financial instruments  524,551  828  1,512  2,333  529,224 

Debt securities in issue  75  74,953  40,983  21,754  137,765 

Subordinated liabilities  –  1,002  4,456  27,584  33,042 

Other financial liabilities  –  3,629  1,594  –  5,223 

Total financial liabilities  794,819  536,488  99,330  88,523  1,519,160 

Off-balance sheet items      

Loan commitments  223,622  12,071  3,548  1,125  240,366 

Other commitments  364  793  198  6  1,361 

Total off-balance sheet items  223,986  12,864  3,746  1,131  241,727 

Total financial liabilities and off-balance sheet items  1,018,805  549,352  103,076  89,654  1,760,887 

At 31 December 2010

Deposits from banks  5,754  70,197  1,636  613  78,200 

Items in the course of collection due to other banks  1,312  9  –  –  1,321 

Customer accounts  230,880  103,119  9,169  3,446  346,614 

Reverse repurchase agreements and other similar secured lending  907  223,589  1,099  71  225,666 

Trading portfolio liabilities  72,693  –  –  –  72,693 

Financial liabilities designated at fair value  1,237  32,408  45,573  34,745  113,963 

Derivative financial instruments  403,163  509  1,478  1,131  406,281 

Debt securities in issue  17  103,437  39,519  26,304  169,277 

Subordinated liabilities  –  1,934  5,645  26,785  34,364 

Other financial liabilities  –  4,295  990  –  5,285 

Total financial liabilities  715,963  539,497  105,109  93,095  1,453,664 

Off-balance sheet items      

Loan commitments  188,958  17,755  5,912  10,416  223,041 

Other commitments  227  806  183  –  1,216 

Total off-balance sheet items  189,185  18,561  6,095  10,416  224,257 

Total financial liabilities and off-balance sheet items  905,148  558,058  111,204  103,511  1,677,921 
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Overview
The management of operational risk has two key objectives:

 – To minimise the impact of losses suffered in the normal course of 
business (expected losses) and to avoid or reduce the likelihood  
of suffering a large extreme (or unexpected) loss; and 

 – To improve the effective management of the Barclays Group and 
strengthen its brand and external reputation. 

Barclays is committed to the management and measurement of 
operational risk and was granted a waiver to operate an Advanced 
Measurement Approach (AMA) for operational risk under Basel 2, which 
commenced in January 2008. The majority of the Group calculates 
regulatory capital using AMA, however, in specific areas we apply the Basic 
Indicator Approach. In certain joint ventures and associates, Barclays may 
not be able to apply the AMA.

Areas where the Group is working towards the rollout of AMA and the 
Basic Indicator Approach is applied are: the Africa RBB businesses, 
including Barclays Bank Mozambique and National Bank of Commerce 
(Tanzania); Barclays Bank PLC Pakistan; Barclays Investment and Loans 
India Limited; the business activities acquired from Lehman Brothers; and 
the portfolios of assets purchased from Woolworths Financial Services in 
South Africa, Citi Cards Portugal and Italy, Standard Life Bank, MBNA 
Corporate Cards, Upromise and Egg Cards. 

Barclays works to benchmark its internal operational risk practices with 
peer banks and to drive the development of advanced operational risk 
techniques across the industry.

Organisation and structure
Operational risk is one of four Principal Risks in the Barclays Principal Risks 
Framework and comprises a number of specific key risks defined as 
follows:

 – External supplier risk – Inadequate selection and ongoing management 
of external suppliers;

 – Financial reporting risk – Reporting mis-statement or omission within 
external financial or regulatory reporting; 

 – Fraud risk – Dishonest behaviour with the intent to make a gain or 
cause a loss to others;

 – Information risk – Inadequate protection of Barclays information in 
accordance with its value and sensitivity;

 – Legal risk – Failure to identify and manage legal risks; 

 – Product risk – Inadequate design, assessment and testing of products/
services; 

 – Payment process risk – Failure in operation of payments processes;

 – People risk – Insufficient people /capabilities and/or inappropriate 
behaviours and/or unsafe working environments;

 – Premises & security risk – Unavailability of premises to meet business 
requirements or inadequate protection of physical assets, employees 
and customers against criminal, terrorist and adverse political activities;

 – Regulatory risk – Failure or inability to comply fully with the laws, 
regulations or codes applicable specifically to the financial services 
industry;

 – Taxation risk – Failure to comply with tax laws and practice which could 
lead to financial penalties, additional tax charges or reputational 
damage;

 – Technology risk – Failure to develop and deploy secure, stable and 
reliable technology solutions; and

 – Transaction operations risk – Failure in the management of critical 
transaction processes. 

These risks can result in financial and/or non-financial impacts including 
legal/regulatory breaches or reputational damage.

Risk management
Operational risk management

Operational risk 

Operational risk is defined as the risk of direct or indirect impacts resulting from human factors, 
inadequate or failed internal processes and systems or external events. Operational risks are 
inherent in the Group’s business activities and are typical of any large enterprise. It is not cost 
effective to attempt to eliminate all operational risks and in any event it would not be possible to  
do so. Losses from operational risks of small significance are expected to occur and are accepted 
as part of the normal course of business. Those of material significance are rare and the Group 
seeks to reduce the likelihood of these in accordance with its risk appetite.

All disclosures in this section (pages 151 to 153) are unaudited
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Risk management
Operational risk management continued

The operational risk framework comprises a number of elements which 
allow Barclays to manage and measure its Operational risk profile and to 
calculate the amount of operational risk capital that Barclays needs to hold 
to absorb potential losses. The minimum, mandatory requirements for 
each of these elements are set out in the Group Operational risk policies. 
This framework is implemented across the Group: vertically, through the 
organisational structure with all Business Units required to implement and 
operate an operational risk framework that meets, as a minimum, the 
requirements detailed in these operational risk policies; and horizontally, 
with the Group Key Risk Owners required to monitor information relevant 
to their key risk from each Operational Risk Framework element. 

Barclays operates within a robust system of internal control that  
enables business to be transacted and risk taken without exposure to 
unacceptable potential losses or reputational damage. To this end, 
Barclays has implemented the Group Internal Control and Assurance 
Framework (GICAF) which is aligned with the internationally recognised 
Committee of Sponsoring Organisations of the Treadway Commission 
Framework (COSO). 

The prime responsibility for the management of operational risk and the 
compliance with control requirements rests with the business and 
functional units where the risk arises. Operational risk managers are 
widely distributed throughout the Group and support these areas, 
assisting line managers in understanding and managing their risks. 

The Operational Risk Director (or equivalent) for each Business Unit is 
responsible for ensuring the implementation of and compliance with 
Group Operational Risk policies. 

The Group Operational Risk Director is responsible for establishing, 
owning and maintaining an appropriate Group-wide Operational Risk 
Framework and for overseeing the portfolio of operational risk across the 
Group. 

The Operational Risk Committee (ORC) is the senior executive body 
responsible for the oversight and challenge of operational risk in Barclays. 
The Group Operational Risk Executive Committee (GOREC) assists with 
this oversight. GOREC is a sub-committee of the ORC, the output of which 
is presented to the BRC. 

In addition, Governance and Control Committees (G&CCs) in each 
business monitor control effectiveness. The Group G&CC receives reports 
from these committees and considers Group-significant control issues  
and their remediation. The Group G&CC presents to the Board Audit 
Committee (BAC).

Business units are required to report their operational risks on both a 
regular and an event-driven basis. The reports include a profile of the 
material risks to their business objectives and the effectiveness of key 
controls, control issues of Group-level significance, operational risk events 
and a review of scenarios and capital. Specific reports are prepared on a 
regular basis for GOREC, ORC, BRC and BAC. 

The Internal Audit function provides further independent review and 
challenge of the Group’s operational risk management controls, processes 
and systems and reports to the Board and senior management. 

Operational risk management
The Barclays Operational Risk Framework is a key component of GICAF 
and has been designed to meet a number of external governance 
requirements including Basel, the Capital Requirements Directive and 
Turnbull. It also supports the Sarbanes-Oxley requirements.

The Operational Risk framework includes the following elements:

Risk assessments
Barclays identifies and assesses all material risks within each business unit 
and evaluates the key controls in place to mitigate those risks. Managers 
in the business units use self-assessment techniques to identify risks, 
evaluate the effectiveness of key controls in place and assess whether the 
risks are effectively managed within business risk appetite. The businesses 
are then able to make decisions on what, if any, action is required to 
reduce the level of risk to Barclays. These risk assessments are monitored 
on a regular basis to ensure that each business continually understands 
the risks it faces.

Risk events
An operational risk event is any circumstance where, through the lack  
or failure of a control, Barclays has actually, or could have, made a loss.  
The definition includes situations in which Barclays could have made a 
loss, but in fact made a gain, as well as incidents resulting in reputational 
damage or regulatory impact only. 

A standard threshold is used across the Group for reporting risk events 
and as part of our analysis we seek to identify where improvements are 
needed to processes or controls, to reduce the recurrence and/or 
magnitude of risk events. 

Barclays also uses a database of external risk events which are publicly 
available and is a member of the operational risk data eXchange (ORX),  
a not-for-profit association of international banks formed to share 
anonymous loss data information. Barclays uses this external loss 
information to support and inform risk identification, assessment and 
measurement.

Key indicators
Key Indicators (KIs) are metrics which allow Barclays to monitor its 
operational risk profile. KIs include measurable thresholds that reflect  
the risk appetite of the business. KIs are monitored to alert management 
when risk levels exceed acceptable ranges or risk appetite levels and  
drive timely decision making and actions.

Key risk scenarios
By combining data from risk events, risk assessments and key indicators 
with that from audit findings, expert management judgement and other 
internal data sources, Barclays is able to generate Key Risk Scenarios 
(KRSs). These scenarios identify the most significant operational risks 
across the Group. The KRSs are validated at business unit and Group level 
to ensure that they appropriately reflect the level of operational risk the 
business faces. 

Barclays shares and receives an anonymous sub-set of KRS information 
with the ORX community in order to compare and contrast scenario 
analysis with peers.

Insurance
As part of its risk management approach, the Group also uses insurance 
to mitigate the impact of some operational risks.

152 Barclays PLC Annual Report 2011 www.barclays.com/annualreport



Operational risk appetite
Barclays approach to determining appetite for operational risk combines 
both quantitative measures and qualitative judgement, in order to best 
reflect the nature of non financial risks. This approach is applied at both 
an overall operational risk level and for individual key risks.

The monitoring and tracking of operational risk measures is supplemented 
with qualitative review and discussion at senior management executive 
committees on the action being taken to improve controls and reduce risk 
to an acceptable level.

Operational risk appetite is aligned to the Group’s Risk Appetite 
Framework.

Reporting
The ongoing monitoring and reporting of operational risk is a key 
component of an effective Operational Risk Framework. Reports are used 
by the Operational Risk function and by business management to 
understand, monitor, manage and control operational risks and losses. 

Operational risk measurement 
The Operational Risk capital model uses the outputs of the risk 
management tools to measure Barclays operational risk exposure. KRSs 
are the main input to the model, which also uses the frequency and 
severity of operational risk losses to provide a distribution of potential 
losses over a year for Barclays as a whole. This process takes into account 
the possibility of correlations i.e. the likelihood of two key risks occurring 
within the same year. The model generates a regulatory capital 
requirement, which is determined to a level of 99.9% confidence. Once 
the overall level of regulatory capital for the Group has been established  
it is allocated, on a risk sensitive basis, to business units. This provides  
an incentive for the business to manage its risks within appetite levels. 

Operational risk profile
A high proportion of Barclays operational risk events have a low associated 
financial cost and a very small proportion of operational risk events have  
a material impact. In 2011, 70.4% of operational losses had a value of 
£50,000 or less (2010: 75.0%) and accounted for 1.9% of the overall 
impact (2010: 3.7%). In contrast, 4.1% of the operational risk events had  
a value of £1m or greater (2010: 2.5%) and accounted for 91.1% of the 
overall impact (2010: 86.5%).

The Group monitors trends in operational risk events by size, business unit 
and internal risk categories (including Key Risk). For comparative purposes, 
the analysis below presents Barclays operational risk events by Basel 2 
category. In 2011, the highest frequency of events occurred in External 
Fraud (42.5%) and Execution, Delivery and Process Management 
(36.9%). Clients, Products and Business Practices accounted for the 
highest proportion of losses by value, with 66% (2010: 67.9%). The 
continued high impact in this category was driven by the £1bn provision 
for PPI which was announced in May 2011. The volume of external fraud 
events remained broadly stable in 2011, although there was an increase  
in value due to a small number of high value fraud events.

 

Business disruption and
system failures

Clients, products 
and business practices

Damage to physical assets

Employment practices 
and workplace safety

Execution, delivery and 
process management

External fraud

Internal fraud

3.8

5.2

4.9

0.9

36.9

42.5

5.8

2.5

5.3

2.3

1.0

39.2

42.7

7.0

2011
2010

Fig. 1: Operational risk events by risk category
% of total risk events by count

Business disruption and
system failures

Clients, products 
and business practices

Damage to physical assets

Employment practices 
and workplace safety

Execution, delivery and 
process management

External fraud

Internal fraud

0.5

66.0

0.3

0.5

22.4

9.9

0.5

2.6

67.9

0.4

0.2

21.6

6.1

1.2

2011
2010

Fig. 2: Operational risk events by risk category
% of total risk events by value
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Risk management
Supervision and regulation

The Group’s operations, including its overseas offices, subsidiaries and 
associates, are subject to a significant body of rules and regulations that 
are a condition for authorisation to conduct banking and financial services 
business. These apply to business operations and affect financial returns 
and include reserve and reporting requirements and prudential and 
conduct of business regulations. These requirements are set by the 
relevant central banks and regulatory authorities that supervise the Group 
in the jurisdictions in which it operates. The requirements reflect global 
standards developed by, among others, the Basel Committee on Banking 
Supervision and the International Organisation of Securities Commissions. 
They also reflect requirements derived from EU directives. 

In the UK, the Financial Services Authority (FSA) remains, pending the 
reorganisation of the UK regulatory regime (see below), the independent 
body responsible for the regulation and supervision of deposit taking, life 
insurance, home mortgages, general insurance and investment business. 
Barclays Bank PLC is authorised by the FSA under the Financial Services 
and Markets Act 2000 to carry on a range of regulated activities within the 
UK and is subject to consolidated supervision by the FSA. In its role as 
supervisor, the FSA seeks to maintain the safety and soundness of 
financial institutions with the aim of strengthening, but not guaranteeing, 
the protection of customers and the financial system. The FSA’s continuing 
supervision of financial institutions is conducted through a variety of 
regulatory tools, including the collection of information from statistical and 
prudential returns, reports obtained from skilled persons, visits to firms 
and regular meetings with management to discuss issues such as 
performance, risk management and strategy.

The starting point for supervision of all financial institutions is a systematic 
analysis of the risk profile of each authorised firm. The FSA has adopted a 
homogeneous risk, processes and resourcing model in its approach to its 
supervisory responsibilities (known as the ARROW model) and the results 
of the risk assessment are used by the FSA to develop a risk mitigation 
programme for a firm. This is supplemented with a rolling programme of 
continuous intensive and intrusive engagement on prudential and conduct 
matters with high impact firms, such as Barclays. The FSA also 
promulgates requirements that banks and other financial institutions are 
required to meet on matters such as capital adequacy, limits on large 
exposures to individual entities and groups of closely connected entities, 
liquidity and rules of business conduct.

The Banking Act 2009 (the Banking Act) provides a regime to allow the 
FSA, the UK Treasury and the Bank of England to resolve failing banks in 
the UK. Under the Banking Act, these authorities are given powers, 
including (a) the power to issue share transfer orders pursuant to which 
all or some of the securities issued by a bank may be transferred to a 
commercial purchaser or Bank of England entity and (b) the power to 
transfer all or some of the property, rights and liabilities of the UK bank to 
a purchaser or Bank of England entity. A share transfer order can extend to 
a wide range of securities including shares and bonds issued by a UK bank 
(including Barclays Bank PLC) or its holding company (Barclays PLC) and 
warrants for such shares and bonds. The Banking Act powers apply 
regardless of any contractual restrictions and compensation may be 
payable in the context of both share transfer orders and property 
appropriation.

The Banking Act also gives the Bank of England the power to override, 
vary or impose contractual obligations between a UK bank or its holding 
company and its former group undertakings for reasonable consideration, 
in order to enable any transferee or successor bank of the UK bank to 
operate effectively. There is also power for the Treasury to amend the law 
(excluding provisions made by or under the Banking Act) for the purpose 
of enabling it to use the regime powers effectively, potentially with 
retrospective effect. In addition, the Banking Act gives the Bank of England 
statutory responsibility for financial stability in the UK and for the oversight 
of payment systems.

The Financial Services Act 2010, among other things, requires the FSA to 
make rules about remuneration and to require regulated firms to have a 
remuneration policy that is consistent with both effective risk 
management and the standards issued by the Financial Stability Board. 
The FSA is mandated to make rules that require authorised firms (or a 
subset of authorised firms) to draw up recovery and resolution plans and 
to consult with the Treasury and the Bank of England on the adequacy  
of firms’ plans. This Act also allows the FSA to make rules requiring firms 
to operate a collective consumer redress scheme to deal with cases of 
widespread failure by regulated firms to meet regulatory requirements 
that may have created consumer detriment.

Banks, insurance companies and other financial institutions in the UK are 
subject to a single financial services compensation scheme (the Financial 
Services Compensation Scheme – FSCS) which operates when an 
authorised firm is unable or is likely to be unable to meet claims made 
against it because of its financial circumstances. Most deposits made 
with branches of Barclays Bank PLC within the European Economic Area 
(EEA) which are denominated in Sterling or other currencies are covered 
by the FSCS. Most claims made in respect of investment business will also 
be protected claims if the business was carried on from the UK or from  
a branch of the bank or investment firm in another EEA member state. 
The FSCS is funded by levies on authorised UK firms such as Barclays 
Bank PLC. In the event that the FSCS raises those funds more frequently 
or significantly increases the levies to be paid by firms, the associated 
costs to the Group may have a material impact on the Group’s results. 
Further details can be found in Note 28 on page 245.

Outside the UK, the Group has operations (and main regulators) located in 
continental Europe, in particular France, Germany, Spain, Switzerland, 
Portugal and Italy (local central banks and other regulatory authorities); 
Asia Pacific (various regulatory authorities including the Hong Kong 
Monetary Authority, the Financial Services Agency of Japan, the Australian 
Securities and Investments Commission, the Monetary Authority of 
Singapore, the China Banking Regulatory Commission and the Reserve 
Bank of India); Africa and the Middle East (various regulatory authorities 
including the South African Reserve Bank) and the United States of 
America (including the Board of Governors of the Federal Reserve System 
(FRB), the Office of the Comptroller of the Currency (OCC), the Securities 
and Exchange Commission (SEC) and the Commodity Futures Trading 
Commission (CFTC).

Regulation in the UK is considerably shaped and influenced by EU 
directives and regulations. These provide the structure of the European 
Single Market, an important feature of which is the framework for the 
regulation of authorised firms. This framework is designed to enable a 
credit institution or investment firm authorised in one EU member state  
to conduct banking or investment business through the establishment of 
branches or by the provision of services on a cross-border basis in other 
member states without the need for local authorisation. Barclays 
operations in Europe are authorised and regulated by a combination  
of both home (the FSA) and host regulators.

All disclosures in this section (pages 154 to 158) are unaudited
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Barclays operations in South Africa, including Absa Group Limited, are 
supervised and regulated by the South African Reserve Bank (SARB) and 
the Financial Services Board (FSB). SARB oversees the banking industry 
and follows a risk-based approach to supervision whilst the FSB oversees 
the non-banking financial services industry and focuses on enhancing 
consumer protection and regulating market conduct.

In the United States, Barclays PLC, Barclays Bank PLC and Barclays US 
banking subsidiaries are subject to a comprehensive regulatory structure 
involving numerous statutes, rules and regulations, including the 
International Banking Act of 1978, the Bank Holding Company Act of 1956, 
as amended (BHC Act), the Foreign Bank Supervision Enhancement Act of 
1991, the Financial Services Modernization Act of 1999, the USA PATRIOT 
Act of 2001 and the Dodd-Frank Wall Street Reform and Consumer 
Protection Act of 2010. Such laws cover the activities of Barclays, including 
its US banking subsidiaries and the Bank’s US branches, as well as 
prudential restrictions, such as limits on extensions of credit by the Bank’s 
US branches and the US banking subsidiaries to affiliates. The New York 
and Florida branches of Barclays Bank PLC are subject to extensive federal 
and state supervision and regulation by the FRB and the New York and 
Florida banking supervisors. Barclays Bank Delaware, a Delaware chartered 
commercial bank, is subject to supervision and regulation by the Federal 
Deposit Insurance Corporation (FDIC), the Delaware State Bank 
Commissioner and the Bureau of Consumer Financial Protection.  
Only the deposits of Barclays Bank Delaware are insured by the FDIC. 
Barclays Wealth Trustees (US) NA is an uninsured non-depository trust 
company chartered and supervised by the OCC.

Barclays PLC and Barclays Bank PLC are bank holding companies 
registered with the FRB, which exercises umbrella authority over Barclays 
US operations. Barclays PLC and Barclays Bank PLC have each elected to 
be treated as a financial holding company under the BHC Act. Financial 
holding companies may engage in a broader range of financial and related 
activities than are permitted to registered bank holding companies that do 
not maintain financial holding company status, including underwriting 
and dealing in all types of securities. Financial holding companies such as 
Barclays PLC and Barclays Bank PLC are required to meet or exceed certain 
capital ratios and be deemed to be ‘well managed,’ and Barclays Bank 
Delaware and Barclays Wealth Trustees (US) NA are each required to meet 
certain capital requirements, be deemed to be ‘well managed’ and must 
have at least a ‘satisfactory’ rating under the Community Reinvestment 
Act of 1977 (CRA). Entities ceasing to meet any of these requirements,  
are allotted a period of time in which to restore capital levels or the 
management or CRA rating. If the capital level or rating is not restored,  
the Group may be required by the FRB to cease certain activities in the 
United States. 

Barclays US securities broker/dealer, investment advisory and Investment 
banking operations are subject to ongoing supervision and regulation by 
the SEC, the Financial Industry Regulatory Authority (FINRA), the CFTC 
and other government agencies and self-regulatory organisations (SROs) 
as part of a comprehensive scheme of regulation of all aspects of the 
securities and commodities business under the US federal and state 
securities laws. Similarly, Barclays US commodity futures and options-
related operations are subject to ongoing supervision and regulation by 
the CTFC, the National Futures Association and other SROs.

The credit card-related activities of the Group in the US are subject to the 
Credit Card Accountability, Responsibility and Disclosure Act of 2009 
(Credit CARD Act) which was enacted by Congress in May 2009 to 
prohibit certain credit card pricing and marketing practices for consumer 
credit card accounts. Among the numerous provisions, which came into 
effect at various times through October 2011, are those that prohibit 
increasing rates on existing balances and over limit fees in most instances, 
restrict increasing fees and rates prospectively, restrict what penalty fees 
can be assessed, regulate how payments are to be allocated to different 
balances and how the billing process is to work, and revises all 
communications to cardholders.

Regulatory developments
The financial crisis has generated regulatory change that, is having and 
will continue to have a substantial impact on all financial institutions, 
including the Group. While some of the broad lines of change and some of 
the impacts of these changes are becoming clearer, a significant amount 
remains to be determined. Regulatory change is being pursued at a 
number of levels, globally notably through the G20, Financial Stability 
Board (FSB) and BCBS, regionally through the European Union and 
nationally, especially in the UK and US. It is of importance to the Group 
and to the banking industry generally that the various bodies work 
harmoniously and that a globally consistent approach is taken to banking 
regulation. Increased prudential requirements and changes to what is 
defined to constitute capital may affect the Group’s planned activities and 
could increase costs and contribute to adverse impacts on the Group’s 
earnings. Similarly, increased requirements in relation to capital markets 
activities and to market conduct requirements may affect the Group’s 
planned activities and could increase costs and thereby contribute to 
adverse impacts on the Group’s earnings.

Global
The programme of reform of the global regulatory framework that was 
agreed by G20 Heads of Government in April 2009 has continued to 
advance substantially during 2011. 

The FSB has been designated by the G20 as the body responsible for 
co-ordinating the delivery of the global reform programme. It has focused 
particularly on the risks posed by systemically important financial 
institutions (SIFI). At the Cannes summit in November 2011, G20 Heads 
of Government adopted FSB proposals for a programme to reform the 
regulation of globally systematically important financial institutions 
(G-SIFIs). A key element of this programme is that systemic institutions, 
including G-SIFIs should be capable of being resolved without recourse  
to taxpayer support. Barclays has been designated a G-SIFI by the FSB. 
G-SIFIs will be subject to:

 – A new international standard for national resolution regimes. Among 
other things, this seeks to give resolution authorities powers to 
intervene in and resolve a financial institution that is no longer viable, 
including through the transfers of business and creditor financed 
recapitalisation (bail-in within resolution) that allocates losses to 
shareholders and unsecured and uninsured creditors in their order  
of seniority, at a regulator-determined point of non-viability that may 
precede insolvency. 

 – Requirements for resolvability assessments and for recovery and 
resolution planning.

 – Requirements for banks determined to be globally systemically 
important to have additional loss absorption capacity above that 
required by Basel 3 standards (see below). These surcharges have been 
tailored to the impact of the default of the G-SIFI using a methodology 
developed in 2011 by the BCBS. The surcharges rise in increments from 
1% to 2.5% of risk-weighted assets (with an empty bucket of 3.5% to 
discourage institutions from developing their business in a way that 
heightens their systemic nature). This additional buffer must be met 
with common equity.

 – More intensive supervision, including through stronger supervisory 
mandates, resources and powers, and higher supervisory expectations 
for risk management functions, data aggregation capabilities, risk 
governance and internal controls. 

G-SIFIs will be subject to enhanced supervision and a comprehensive 
crisis management framework within supervisory colleges. The concept  
of bail-in may affect the rights of senior unsecured creditors subject to  
any bail-in in the event of a resolution of a failing bank. 
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Risk management
Supervision and regulation continued

G-SIFIs will need to meet the resolution planning requirements by the end 
of 2012. The additional loss absorbency requirements will initially apply  
to those banks identified in November 2014 as globally systemically 
important. The loss absorbency requirements will be phased in starting in 
January 2016 with full implementation by January 2019. G-SIFIs must also 
meet the higher supervisory expectations for data aggregation capabilities 
by January 2016.

The BCBS issued the final guidelines on Basel 3 capital and liquidity 
standards in December 2010. It has continued to refine elements of this 
package, notably in relation to counterparty credit risk where revisions 
were made in July and November 2011. The requirements of Basel 3 will  
be applicable from 1 January 2013 with a number of transitional provisions 
that run to the end of 2018. An assessment of the likely impact of the 
Basel 3 capital, leverage and liquidity requirements and the Group 
response can be found on pages 23, 137-138 and 143. 

The BCBS also maintains a number of active work streams that will affect 
the Group. These include a fundamental review of the trading book whose 
results are expected to be published in 2012. The BCBS is also understood 
to be examining a regime for large exposures. These developments may 
further increase the capital required by the Group to transact affected 
business and/or affect the ability of the Group to undertake certain 
transactions.

European Union
The EU has amended its regulatory structure as part of its response to the 
financial crisis. On 1 January 2011, a number of new bodies came into 
being, including the European Systemic Risk Board to monitor the financial 
system and advise on macro-prudential actions and the European Banking 
Authority charged with the development of a single rulebook for banks in 
the EU and with enhancing co-operation between national supervisory 
authorities, especially in the context of the supervision of banks that 
operate across borders within the EU. The European Securities Markets 
Authority has a similar role in relation to the capital markets and to banks 
and other firms doing investment and capital markets business. The 
European Banking Authority and the European Securities Markets 
Authority each have the power to mediate between and override national 
authorities under certain circumstances. National authorities, however, 
remain responsible for the day-to-day supervision of financial institutions.

Basel 3 will be implemented in the EU by amendment to the Capital 
Requirements Directive (CRD). Formal proposals to amend the CRD were 
adopted by the European Commission in July 2011. These take the form  
of a regulation and a directive which are currently going through the EU 
legislative process. Much of the detailed implementation is expected to be 
done through binding technical standards to be adopted by the European 
Banking Authority, that are intended to ensure a harmonised application of 
rules through the EU but which have yet to be developed. While there may 
be some differences of detail between CRD 4 and Basel 3, the current 
expectation is that the overall impact will be similar. 

In addition, other amendments are being made to the EU framework 
of directives, including to the Directive on Deposit Guarantee Schemes.  
This may affect the amounts to which the Group may be liable to fund the 
compensation of depositors of failed banks. The proposal also envisages 
that national schemes should be pre-funded, with a fund to be raised over 
a number of years. This would be a significant change for UK banks where 
levies are currently raised as needed after failure. The proposals remain 
under debate and the financial impact on the Group is not yet clear.

As anticipated, the European Commission has adopted proposals to 
amend the Markets in Financial Instruments Directive. This will affect 
many of the investment markets in which the Group operates and the 
instruments in which it trades, and how it transacts with market 
counterparties and other customers. These proposals are at a very early 
stage of their consideration by the EU institutions and the overall impact 
of them on the Group is not yet clear. 

Other EU developments of note include consideration of European 
arrangements in respect of crisis management and the resolution of 
financial institutions. The European Commission issued a discussion paper 
in January 2011 and proposals for legislation which were expected in 2011 
are now expected later in 2012. These are likely to include provisions on 
bail-in within resolution and other matters that may have an impact on the 
rights of shareholders and creditors of failing institutions. The Commission 
has also announced in November 2011 the creation of an expert group on 
the structural aspects of the EU banking sector. The group was due to 
start work in February 2012 and finish during the course of summer. Its 
mandate will be to determine whether, in addition to ongoing regulatory 
reforms, structural reforms of EU banks would strengthen financial 
stability and improve efficiency and consumer protection, and if that  
is the case make any relevant proposals as appropriate. 

United Kingdom
The Government is reforming the structure of regulation to replace the 
FSA and the tripartite system that also involved the Bank of England and 
HM Treasury. This is intended to promote financial stability and to increase 
the intensity of supervisory scrutiny of the financial sector, including the 
Group. The Government has tabled a Bill that proposes that a Financial 
Policy Committee should be established in the Bank of England with 
responsibility for the monitoring and control of systemic risk, including  
the deployment of macro-prudential tools of supervision, which, while still 
to be determined, may include the imposition of additional capital and 
liquidity buffers and interventions in the terms of transactions in particular 
markets. Responsibility for prudential regulation will pass to a Prudential 
Regulation Authority to be established as a subsidiary of the Bank of 
England, while a Financial Conduct Authority (FCA), as a successor body 
to the FSA, will be responsible for issues of business and market conduct 
and market regulation. The FCA will also be the UK listing authority. This 
process is not expected to be complete before early 2013. In anticipation of 
the new regulatory structure, an interim Financial Policy Committee has 
been created and the FSA reorganised itself into separate Prudential and 
Consumer and Markets business units on 4 April 2011. In April 2012, the 
two business units will begin to shadow the forthcoming regime and 
operate as if they were the PRA and FCA to the extent permitted by 
existing law. 
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The ICB issued its final report in September 2011. Among other things,  
the recommendations included that: (i) the UK and EEA retail banking 
activities of a UK bank or building society should be placed in a legally 
distinct, operationally separate and economically independent entity 
(“ring-fencing”); and (ii) the loss-absorbing capacity of ring-fenced banks 
and UK-headquartered global systemically important banks (such as 
Barclays Bank PLC) should be increased to levels higher than the Basel 3 
proposals. The UK Government published its response to the ICB 
recommendations in December 2011 and indicated that primary and 
secondary legislation relating to the proposed ring-fence will be completed 
by May 2015, with UK banks and building societies expected to be 
compliant as soon as practicable thereafter, and the requirements relating 
to increased loss-absorbing capacity of ring-fenced banks and UK-
headquartered global systemically important banks will be applicable from 
1 January 2019. The Government will publish a White Paper in late spring 
2012 with further details on how the recommendations will be implemented. 

The FSA continues to develop and apply its more intrusive and assertive 
approach to supervision and its policy of credible deterrence in relation to 
enforcement that has continued to see significant growth in the size of 
regulatory fines. In anticipation of international agreement, the FSA has 
established and implemented capital and liquidity requirements that are 
substantially increased from pre-crisis levels, and has, together with the 
Bank of England, proceeded to establish Recovery and Resolution Planning 
requirements. In keeping with the requirements of the FSB, the Group is 
required to submit a Recovery and Resolution Plan by 30 June 2012. The 
Retail Distribution Review and the Mortgage Market Review will affect the 
economics of investment advice and home finance provision respectively. 
The FSA, following consultation, has also made clear its intention to take a 
more interventionist approach to the design of financial products and to 
the governance processes around product design. This approach will be 
carried through into the FCA when it is established.

United States
The Dodd-Frank Wall Street Reform and Consumer Protection Act (DFA) 
became law in July 2010. The full scale of the DFA’s impact on the Group 
remains unclear because the rules required to implement many of the 
provisions of DFA have not been implemented and, in some areas, have 
yet to be proposed by the responsible agencies. In addition, market 
practices and structures may change in response to the requirements of 
the DFA in ways that are difficult to predict but that could impact Barclays 
business. Nonetheless, certain provisions of the DFA are particularly likely 
to have an effect on the Group, including in the following:

 – Systemic rsk: The DFA created the Financial Stability Oversight Council 
(FSOC) and empowered it to make recommendations to the FRB to 
apply heightened supervisory requirements and prudential standards 
applicable to “systematically important” entities and activities and to 
work with all primary financial regulatory agencies to establish 
regulations, as necessary, to address financial stability concerns.  
In December 2011, the FRB issued proposed rules that bank holding 
companies with total consolidated assets of over $50 billion, and other 
financial companies designated by the FSOC as systemically important, 
be subject to enhanced prudential standards, including (i) capital 
requirements and leverage limits, (ii) mandatory stress testing of capital 
levels, (iii) liquidity requirements, (iv) overall risk management 

requirements, and (v) concentration and credit exposure limits. 
However, as drafted, these would not currently affect the Group. 
Although the relevant sections of DFA apply both to domestic US bank 
holding companies with total consolidated assets of over $50 billion  
and non-US banking organisations with US operations that have total 
consolidated assets of over $50 billion, such as the Group, the FRB has 
deferred proposing rules to cover such non-US organisations. Instead, 
the proposed rules would apply only to a subsidiary of a foreign-owned 
US bank holding company if the subsidiary itself has $50 billion or more 
in total consolidated assets. The Group’s only US-domiciled subsidiary 
bank holding company, Barclays Delaware Holdings, LLC, has total 
assets under this threshold. Nonetheless, it is possible that the FRB 
could propose additional rules that would apply similar enhanced 
prudential requirements to all non-US banking organisations with US 
operations that have total consolidated assets of over $50 billion, or to 
any other non-US banking organisation that the FSOC designates as 
systemically important. In this regard, it is potentially relevant that in 
November 2011 Barclays was listed by the FSB as a global systemically 
important bank. It is not yet clear what regard the FSOC or the other 
agencies will have to the home country prudential regulators of non-US 
organisations when considering the imposition of heightened 
prudential requirements on such organisations pursuant to the DFA.

 – Other enhanced prudential requirements: In addition to the ability of 
the FSOC to recommend heightened prudential standards for specific 
institutions, the DFA, separate and apart from Basel 3, also imposes 
higher capital, liquidity and leverage requirements on US banks and 
bank holding companies generally.

 – Restrictions on proprietary trading and fund-related activities: The 
so-called “Volcker Rule,” which will, once effective, significantly restrict 
the ability of US bank holding companies and their affiliates, and the US 
branches of foreign banks, to conduct proprietary trading in securities 
and derivatives as well as certain activities related to hedge funds and 
private equity funds. In October 2011, US regulators consulted on rules 
to implement the Volcker Rule. The proposed rules are highly complex 
and many aspects remain unclear, including the exemption from the 
proprietary trading and fund-related activity prohibitions for activities 
conducted by non-US organisations “solely outside the United States.” 
The agencies appeared to construe this exemption very narrowly in the 
proposed rules. Analysis continues of the proposals, but it is clear that 
compliance with them would entail significant effort by the Group. 
Although the Volcker Rule is likely to impose significant additional 
compliance and operational costs on the Group, the full impact will not 
be known with certainty until the rules have been finalised. Whilst the 
Group has identified that its private equity fund, hedge fund and 
trading operations may be affected by the Volcker Rule, until the final 
regulations are adopted, the impact on the Group’s ability to engage in 
these activities will be affected continues to remain uncertain. As such, 
it cannot currently be determined whether the restrictions will have  
a material effect on the Group. The statutory Volcker Rule provisions  
are scheduled to take effect in July 2012, regardless of whether the 
implementing rules have been finalised, and companies will have two 
years from that time to come into full compliance with them, subject  
to possible extensions.
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Risk management
Supervision and regulation continued

 – Resolution plans: The DFA requires bank holding companies with total 
consolidated assets of US$50 billion or more to submit to the FRB and 
the FDIC, and regularly update, a plan for “rapid and orderly” resolution 
to be used if the company experiences material financial distress or 
failure. Non-US banking organisations that are treated as bank holding 
companies under US law, such as Barclays, are required to submit such 
plans with respect to their US operations if they have more than US$50 
billion in US assets. Barclays US assets exceed US$250 billion, and as a 
result Barclays is required to submit a resolution plan by 1 July 2012. 

 – Regulation of derivatives markets: Among the changes mandated by 
the DFA are that many types of derivatives now traded in the over-the-
counter markets be traded on an exchange or swap execution facility 
and centrally cleared through a regulated clearing house. In addition, 
many participants in these markets will be required to register with the 
CFTC as “swap dealers” or “major swap participants” and/or with the 
US SEC as “securities swap dealers” or “major securities swap dealers” 
and be subject to CFTC and SEC regulation and oversight. Barclays Bank 
PLC and, potentially, one or more of its US subsidiaries may be 
subjected to these requirements. Entities required to register will also  
be subject to business conduct, capital, margin, recordkeeping and 
reporting requirements. In addition, the CFTC, pursuant to the DFA, has 
adopted rules on position limits on derivatives on physical commodities. 
It is possible that additional regulation, and the related expenses and 
requirements, will restrict participation in the derivative markets, 
thereby increasing the costs of engaging in hedging or other 
transactions and reducing liquidity and the use of the derivative 
markets. Barclays Bank PLC and its subsidiaries and affiliates may be 
exposed to these effects whether or not they are required to register  
in the capacities described. The new regulation of the derivative 
markets could adversely affect the business of Barclays Bank PLC and 
its affiliates in these markets and could make it more difficult and 
expensive to conduct hedging and trading activities. The DFA also 
contains a “derivatives push-out” requirement that, as early as 2013, 
could prevent the Group from conducting certain swaps-related 
activities in the US branches of Barclays Bank PLC. 

 – Risk retention requirements for securitisations: The US federal banking 
agencies are required by the DFA to develop rules whereby anyone who 
organises or initiates an asset-backed security transaction must retain  
a portion (generally, at least five percent) of any credit risk that the 
person conveys to a third party. This may impact the participation by 
the Group’s US operations in such transactions.

 – Creation of the Bureau of Consumer Financial Protection (CFPB): The 
CFPB is empowered to regulate the credit card industry, including the 
terms of credit card agreements with consumers, disclosures, and fees. 
Actions by the CFPB in this area are likely to impact the Group’s US 
credit card business. The CFPB became operational in July 2011, and is 
soliciting public comment on a model credit card disclosure form and 
accepting consumer credit card complaints. More broadly, the CFPB  
has the authority to examine and take enforcement action against any 
US bank with over US$10 billion in total assets, such as Barclays Bank 
Delaware, with respect to its compliance with Federal laws regulating 
the provision of consumer financial services.
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Financial review

Cycle into Work

Graduates of the ‘Build a Bike’ course are offered the opportunity to progress 
to the ‘Cycle into Work’ stage to gain work experience and a City & Guilds 
Cycle Mechanics and Customer Service qualification at Bikeworks. 
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Financial review
Key performance indicators

Capital KPIs

Definition Why is it important to the business and management

Core Tier 1 ratio

Capital requirements are part of the regulatory 
framework governing how banks and 
depository institutions are managed. Capital 
ratios express a bank’s capital as a percentage 
of its risk weighted assets as defined by the 
UK FSA. Core Tier 1 is broadly tangible 
shareholders’ funds less certain capital 
deductions.

The Group’s capital management activities seek to maximise 
shareholders’ value by prudently optimising the level and mix of its 
capital resources. The Group’s capital management objectives are to 
maintain sufficient capital resources to: ensure the financial holding 
company is well capitalised relative to the minimum regulatory capital 
requirements set by the UK FSA and US Federal Reserve; ensure locally 
regulated subsidiaries can meet their minimum regulatory capital 
requirements; support the Group’s risk appetite and economic capital 
requirements; and support the Group’s credit rating.

During 2011, the Group’s Core Tier 1 ratio strengthened to 11%,  
after absorbing the impact of CRD3.

11 – 11.0%
10 – 10.8%
09 – 10.0%

Adjusted gross leverage

Adjusted gross leverage is the adjusted total 
tangible assets divided by total qualifying  
Tier 1 capital. Adjusted total tangible assets are 
total assets less derivative counterparty netting, 
assets under management on the balance 
sheet, settlement balances, and cash collateral 
on derivative liabilities, goodwill and intangible 
assets. Tier 1 capital is defined by the UK FSA.

Barclays recognises that there will be more capital and less leverage in 
the banking system and that lower levels of leverage are regarded as a 
key measure of stability going forward. This is consistent with the views 
of our regulators and investors.

In 2011, adjusted gross leverage remained stable at 20 times principally as 
the reduction in qualifying Tier 1 capital to £50.5bn (2010: £53.5bn) was 
offset by the 5% reduction in adjusted total tangible assets to £1 trillion.

11 – 20X
10 – 20X
09 – 20X

Returns KPIs

Definition Why is it important to the business and management

Return on average shareholders’ equity (RoE)  RoE

RoE is calculated as profit for the year 
attributable to equity holders of the parent 
divided by average shareholders’ equity 
excluding non-controlling interests. 
Shareholders’ equity is made up of share 
capital, retained earnings and other reserves. 
At a business level, equity is allocated to 
businesses based on an assumed Core Tier 1 
ratio of 10% and any excess capital is retained 
at Group Centre as a buffer.

These measures indicate the returns generated based on the risk 
weighted assets and shareholders equity. Achieving target returns 
is a key driver for total shareholder return and demonstrates the 
organisation’s ability to execute its strategy and align interests of 
management and shareholders.

11 – 5.8%
10 – 7.2%
09 – 6.7%

Adjusted RoE

11 – 6.6%
10 – 6.8%
09 – 6.9%

Return on average tangible shareholders’ equity (RoTE)  RoTE

RoTE is calculated as profit for the year 
attributable to equity holders of the 
parent divided by average shareholders’  
equity, excluding non-controlling interests, 
goodwill and intangible assets.

In targeting these return measures on a sustainable basis, the Group 
also closely monitors its position against other key measures of financial 
stability including capital, leverage and liquidity.

Returns lie at the heart of our capital allocation and performance 
management process. All of our businesses except Europe Retail and  
Business Banking, Barclays Capital and Barclays Corporate had adjusted 
returns on average tangible equity in excess of the 2011 cost of equity  
of 11.5%.

11 – 6.9%
10 – 8.7%
09 – 9.0%

Adjusted RoTE

11 – 7.9%
10 – 8.2%
09 – 9.3%
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Returns KPIs continued

Definition Why is it important to the business and management

Return on average risk weighted assets (RoRWA)  RoRWA

RoRWA is calculated as profit after tax for the 
year divided by average risk weighted assets, 
which is a risk based measure of assets 
defined by the UK Financial Services Authority.

11 – 1.0%
10 – 1.1%
09 – 0.9%

Adjusted RoRWA

11 – 1.1%
10 – 1.1%
09 – 0.9%

Profit before tax (PBT) PBT

PBT is stated in accordance with IFRS and 
represents total income less impairment 
charges and operating expenses. Adjusted 
PBT represents PBT adjusted to exclude the 
impact of own credit, gains on debt buy-
backs, loss on disposal of a portion of, and 
impairment of the remainder of the Group’s  
investment in, BlackRock, Inc., the provision 
for Payment Protection Insurance (PPI) 
redress, goodwill impairments, and gains 
and losses on acquisitions and disposals of 
subsidiaries, associates and joint ventures. 

PBT and adjusted PBT are the two primary profitability measures 
used by management to assess performance. PBT is a key indicator 
of financial performance to many of our stakeholders.

Adjusted PBT is presented to provide a more consistent basis 
for comparing business performance between periods. 

11 – £5,879m
10 – £6,065m
09 – £4,585m

Adjusted PBT

11 – £5,590m
10 – £5,707m
09 – £4,942m

Cost income ratio

Cost: income ratio is defined as operating 
expenses compared to total income net of 
insurance claims.

This is a measure management uses to assess the productivity of the 
business operations. Restructuring the cost base is a key execution 
priority for management and includes a review of all categories of 
discretionary spending and an analysis of how we can run the business 
to ensure that costs increase at a slower rate than income. In 2011 we 
set a target to take £1bn off our run-rate cost base on a full year basis 
by 2013. We have now increased the target to £2bn.

11 – 64%
10 – 64%
09 – 57%

Loan loss rate

The loan loss rate is quoted in basis points  
and represents the impairment charge on 
loans and advances divided by gross loans 
and advances held at amortised cost at the 
balance sheet date.

The granting of credit is one of Barclays major sources of income and  
its most significant risk. The loan loss rate is an indicator of the cost of 
granting credit.

During 2011 impairment continued to improve across all our businesses 
and a 2% increase in loans and advances resulted in a lower overall 
Group loan loss rate of 77bps (2010: 118bps).

11 –  77bps
10 – 118 bps
09 – 156 bps

Dividend per share

It is the Group’s policy to declare and pay 
dividends on a quarterly basis. In a normal 
year there will be three equal payments in 
June, September and December and a final 
variable payment in March.

The ability to pay dividends demonstrates the financial strength of the 
Group. Whilst recognising the market’s desire for us to maintain strong 
capital ratios, in light of the regulatory and economic uncertainty, 
we have taken a prudent approach of prioritising capital retention and 
significantly reducing the distribution through dividends from historical 
levels of 50% whilst seeking to ensure that pay-outs also increase 
progressively from their low point in 2009.

11 – 6.0p
10 – 5.5p
09 – 2.5p
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Financial review
Key performance indicators continued

Income growth KPIs

Definition Why is it important to the business and management

Total income

Defined as total income net of 
insurance claims.

Total income is a key indicator of financial performance to many 
of our stakeholders and income growth a key execution priority for 
Barclays management.

Group total income increased 3% to £32bn.

11 – £32,292m
10 – £31,440m
09 – £29,123m

Income by geography

Defined as total income net of insurance 
claims generated in distinct geographic 
segments. Geographic segmental analysis  
is based on customer location and the 
definition of the countries within each  
region are provided in the glossary.

The goal of increasing the international diversification of our income  
helps to reduce risk by providing exposure to different economic cycles  
and is demonstrated by our ratio of non-UK to UK business income.

Geographic split of income 2011 2010 2009
% % %

UK 49 40 44 

Europe 13 15 15 

Americas 19 25 23 

Africa and the Middle East 15 16 15 

Asia 4 4 3 
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Note
a EOS figure excludes Absa and Barclays Capital for 2011 as surveys conducted in 2010 in Absa and Barclays Capital were designed to span a two-year cycle. Taking their 2010 survey 

findings into account, the group-wide rate for 2011 is 82%.

Citizenship KPIs

Definition Why is it important to the business and management

Gross new lending to UK households and businesses

Defined as lending to UK households and 
businesses with UK based activities.

We have a clear sense of our business purpose – to help individuals, 
businesses and economies progress and grow. We clearly 
demonstrated this in 2011 by delivering £45.0bn gross new lending 
to UK households and businesses. We exceeded Project Merlin targets 
by 13% in providing £43.6bn to UK businesses, including £14.7bn to 
SMEs. We also supported 10,000 first time buyers and the formation 
of over 100,000 new businesses.

11 – £45.0bn
10 – £43.5bn
09 – £35.0bn

Global investment in our communities

Defined as Barclays total contribution  
to supporting the communities where  
we operate.

The success and competitiveness of a business and the extent to 
which it contributes to and is integrated in the communities in which 
it operates are closely related. We are committed to maintaining 
investment in our communities for the long-term both in good times 
and in bad. This performance metric demonstrates the consistency of 
our commitment over time.

11 – £63.5m
10 – £55.3m
09 – £54.9m

Colleagues involved in volunteering, regular giving and fundraising initiatives

Defined as the total number of Barclays 
employees taking part in volunteering,  
giving or fundraising activities.

Barclays community investment programme aims to engage and 
support colleagues around the world to get involved with our main 
partnerships, as well as the local causes they care about. Harnessing 
their energy, time and skills delivers real benefit to local communities, to 
their own personal development and to their engagement with Barclays.

11 – 73,000
10 – 62,000
09 – 58,000

Group Employee Opinion Survey (EOS)a – Proud to be Barclays

EOS are used across the organisation 
to understand our employees’ views and 
prioritise management actions in order to 
meet employee needs. This KPI is a calibration 
of different survey scores across Barclays for  
a question measuring sense of pride in being 
associated with or working for Barclays.  
The average scores for each year are given.

Understanding levels of employee engagement and sense of 
commitment to Barclays is important as there is a strong correlation 
between these factors and our employees’ commitment to serving 
the needs of our customers and clients.

11 – 81%
10 – 83%
09 – 81%

Percentage of senior managers who are female

The number of female colleagues who are 
working across all Barclays businesses at  
the senior management level as a percentage 
of the total senior manager population.

Diversity is important to Barclays as we believe that only through access 
to the most diverse pool of talent will we recruit and retain the most 
talented individuals to serve our customers and clients.

11 – 22%
10 – 24%
09 – 24%
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Financial review
Consolidated summary income statement

For the year ended 31 December 2011 
£m

2010 
£m

2009 
£m

2008 
£m

2007 
£m

Continuing operations    

Net interest income 12,201 12,523 11,918 11,469 9,598 

Non-interest income net of claims and benefits on insurance contracts 20,091 18,917 17,205 9,730 11,446 

Total income net of insurance claims 32,292 31,440 29,123 21,199 21,044 

Credit impairment charges and other provisions (3,802) (5,672) (8,071) (5,419) (2,795)

Impairment of investment in BlackRock, Inc. (1,800) – – – – 

Operating expenses (20,777) (19,971) (16,715) (13,391) (12,096)

Other (34) 268 248 2,747 70 

Profit before tax 5,879 6,065 4,585 5,136 6,223 

Taxation (1,928) (1,516) (1,074) (453) (1,699)

Profit after tax from continuing operations 3,951 4,549 3,511 4,683 4,524 

Profit for the year from discontinued operations, including gain on disposal – – 6,777 604 571 

Profit after tax 3,951 4,549 10,288 5,287 5,095 

Profit attributable to equity holders of the Parent 3,007 3,564 9,393 4,382 4,417 

Profit attributable to non-controlling interests 944 985 895 905 678 

 3,951 4,549 10,288 5,287 5,095 

      

Selected financial statistics      

Basic earnings per share from continuing operations 25.1p 30.4p 24.1p 51.4p 60.6p

Basic earnings per share 25.1p 30.4p 86.2p 59.3p 68.9p

Diluted earnings per share 24.0p 28.5p 81.6p 57.5p 66.9p

Dividends per ordinary share 6.0p 5.5p 2.5p 11.5p 34.0p

Dividend payout ratio 23.9% 18.1% 2.9% 19.4% 49.3%

Return on average shareholders equitya 5.8% 7.2% 23.8% 16.5% 20.3%

Return on average total assetsb 0.2% 0.2% 0.5% 0.2% 0.3%

Average United States Dollar exchange ratec 1.61 1.55 1.57 1.86 2.00 

Average Euro exchange ratec 1.15 1.17 1.12 1.26 1.46 

Average Rand exchange ratec 11.60 11.31 13.14 15.17 14.11 

The financial information above is extracted from the published accounts. This information should be read together with the information included in the 
accompanying consolidated financial statements.

Notes
a  Return on average shareholders equity represents profit attributable to the equity holders of the parent as a percentage of average shareholders’ equity.
b  Return on average total assets represents profit attributable to the equity holders of the parent as a percentage of average total assets.
c   The average rates are derived from daily spot rates during the year used to convert foreign currency transactions into Sterling for accounting purposes.
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Financial review
Income statement commentary

2011
Barclays delivered profit before tax of £5,879m in 2011, a decrease of 3%. 
Excluding movements on own credit, gains on debt buy-backs, loss/gains 
on acquisitions and disposals, impairment of investment in BlackRock Inc, 
provision for PPI and goodwill impairment Group profit before tax 
decreased 2% to £5,590m.

Income increased 3% to £32,292m. Income excluding own credit 
and debt buy backs decreased 8% to £28,512m principally reflecting 
a decrease in income at Barclays Capital. Income increased in most 
other businesses despite continued low interest rates and difficult 
macroeconomic conditions. The RBB, Corporate and Wealth net interest 
margin remained stable at 204bps (2010: 203bps). Net interest income 
from RBB, Corporate, Wealth and Barclays Capital increased 5% to 
£13.2bn, of which the contribution from hedging (including £463m 
of increased gains from the disposal of hedging instruments) 
increased by 3%.

Credit impairment charges and other provisions decreased 33% to 
£3,802m reflecting significant improvements across all businesses. 
Impairment charges as a proportion of Group loans and advances as at 
31 December 2011 improved to 77bps, compared to 118bps for 2010. 
In addition, impairment of £1,800m was taken against the investment 
in BlackRock, Inc.

As a result, net operating income for the Group after impairment charges 
increased 4% to £26,690m.

Operating expenses increased 4% to £20,777m in 2011. Operating 
expenses, excluding £1,000m provision for PPI redress, £597m (2010: 
£243m) goodwill impairment, and the UK bank levy of £325m, were down 
4% to £18,855m, which included £408m (2010: £330m) of restructuring 
charges. Despite cost savings, the cost: income ratio remained stable at 
64% (2010: 64%).

The effective tax rate increased to 32.8% (2010: 25.0%), principally due 
to non-deductible charges arising on the impairment of BlackRock, Inc. 
and goodwill, and the UK bank levy.

2010
Profit before tax increased 32% to £6,065m in 2010. Excluding 
movements on own credit, gains on debt buy-backs, gains on acquisitions 
and disposals and goodwill impairment Group profit before tax increased 
15% to £5,707m.

Income increased 8% to £31,440m, principally reflecting a substantial 
reduction in losses taken through income relating to credit market 
exposures at Barclays Capital.

Credit impairment charges and other provisions improved 30% to 
£5,672m. This was after an increase of £630m in impairment on the 
Spanish loan book in Barclays Corporate and impairment of £532m 
relating to the Protium loan in Barclays Capital. All businesses other than 
Barclays Corporate reported improvements in impairment charges. Overall 
impairment charges as a proportion of Group loans and advances as at 
31 December 2010 was 118bps, compared to 156bps for 2009.

Net operating income for the Group after impairment charges increased 
22% to £25,768m.

Operating expenses increased £3,256m to £19,971m, a 19% rise 
compared to the 22% growth in net operating income. Across the Group, 
restructuring charges totalled £330m (2009: £87m) focusing on 
delivering future cost and business efficiencies. Goodwill of £243m was 
written off to reflect impairment to the carrying value of Barclays Bank 
Russia business as our activities there are refocused. As a result, the 
Group’s cost: income ratio increased to 64% (2009: 57%). The cost: 
net operating income ratio improved from 79% to 78%, reflecting the 
reduced impairment charges compared with 2009.

Net interest income

2011
£m

2010
£m

2009
£m

RBB, Corporate and Wealth 
customer interest income    

– Customer assets  6,983  6,956  7,110 

– Customer liabilities  2,866  2,167  1,407 

  9,849  9,123  8,517 

RBB, Corporate and Wealth 
non-customer interest income    

– Product structural hedge  1,168  1,403  1,364 

– Equity structural hedge  824  731  537 

– Other  148  116  399 

Total RBB, Corporate and Wealth 
net interest income  11,989  11,373  10,817 

Barclays Capital  1,177  1,121  1,598 

Head Office and Investment 
Management  (965)  29  (497)

Group net interest income  12,201  12,523  11,918 

2011
Group net interest income decreased £322m to £12,201m reflecting an 
increase in customer net interest income, more than offset by a reduction 
in benefits from Group hedging activities and reduced income transferred 
from trading income within Head Office relating to interest rate swaps 
used for hedge accounting purposes. The net interest margin for RBB, 
Corporate and Wealth remained stable at 2.04% (2010: 2.03%).

Group net interest income includes the impact of economic equity 
structural hedges used to manage the volatility in earnings on the Group’s 
equity. Equity structural hedges generated a gain of £2,109m in 2011 
(2010: gain £1,788m), of which £824m (2010: £731m) related to RBB, 
Corporate and Wealth.

2010
Group net interest income increased £605m to £12,523m and included 
the impact of the acquisitions of Standard Life Bank and the Portuguese 
and Italian credit card businesses of Citigroup in Europe RBB, and currency 
translation gains in Absa. These impacts have been partly off-set by the 
continued effects of liability margin compression being felt across the 
Group. Equity structural hedges generated a gain of £1,788m in 2010 
(2009: gain £1,162m).

Further discussion of margins is included in the analysis of results by 
business and on page 126.
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Financial review
Income statement commentary continued

Non-interest income

2011
£m

2010
£m

2009
£m

Net fee and commission income 8,622 8,871 8,418 

Net trading income 7,660 8,078 7,001 

Net investment income 2,305 1,477 56 

Net premiums from insurance 
contracts

1,076 1,137 1,172 

Gains on debt buy-backs and 
extinguishments

1,130 – 1,249 

Other income 39 118 140 

Net claims and benefits incurred 
on insurance contracts

(741) (764) (831)

Non-interest income 20,091 18,917 17,205 

2011
Net fee and commission income declined £249m to £8,622m, primarily 
due to financial advisory and debt underwriting income within Barclays 
Capital being impacted by lower deal activity.

Net trading income decreased £418m to £7,660m. Trading income, which 
principally arises in Barclays Capital decreased 36% to £4,952m reflecting 
lower contributions from Commodities and Fixed income Rates and Credit, 
partially offset by an increase in currency benefiting from market volatility 
and strong client volumes. The impact from difficult trading conditions 
was partially offset by a gain on own credit of £2,708m (2010: £391m).

Net investment income increased £828m to £2,305m driven by the gains 
on the sale of hedging instruments held as part of the economic structural 
hedge portfolio together with gains on disposals of other available for sale 
assets and increases in other investment income.

Net premiums from insurance contracts less claims and benefits received 
reduced 10% to £335m.

Gains on debt buy-backs and extinguishments were £1,130m (2010: £nil) 
resulting from the retirement of Tier 1 capital, which will not qualify as 
Tier 1 capital under Basel 3.

2010
Net fee and commission income increased £453m to £8,871m, primarily 
due to Barclays Capital performance across Investment Banking and 
Equities.

Net trading income increased £1,077m to £8,078m. Trading income 
decreased 13% to £7,687m reflecting a more challenging market 
environment compared with the very strong prior year. The impact from 
difficult trading conditions was more than offset by a £4,293m reduction 
in credit market fair value losses to £124m (2009: £4,417m) and a gain 
on own credit of £391m (2009: £1,820m loss).

Net investment income increased £1,421m to £1,477m driven by the 
gains on the sale of hedging instruments held as part of the economic 
structural hedge portfolio together with realised gains on principal 
investments, the disposal of available for sale assets and a reduction 
in fair value losses within Barclays Capital.

Net premiums from insurance contracts less claims and benefits incurred 
increased 9% to £373m. 

Gains on debt buy-backs and extinguishments were £nil (2009: £1,249m).

Credit impairment charges and impairment on available for sale assets

2011
£m

2010
£m

2009
£m

Loan impairment  3,790  5,625  7,358 

Impairment charges on available 
for sale assets (excluding 
BlackRock, Inc.)

 60  51  670 

Impairment charges/(writebacks) 
on reverse repurchase agreements

 (48)  (4)  43 

Credit impairment charges and 
other provisions

 3,802  5,672  8,071 

Impairment of investment in 
BlackRock, Inc.

 1,800 – – 

2011
Loan impairment fell 33% to £3,790m, reflecting generally improving 
underlying trends across the majority of retail and wholesale businesses. 
Retail impairment charges reduced 27%, principally relating to Barclaycard, 
UKRBB and Africa RBB. Wholesale impairment charges reduced 41%, 
principally reflecting lower charges in Spain and in Barclays Capital, 
including a release of £223m relating to the loan to Protium which has 
now been repaid.

As at 30 September 2011, an impairment charge of £1,800m was 
recognised resulting from an assessment that there was objective 
evidence that the Group’s investment in BlackRock, Inc. was impaired. 
The impairment reflects the recycling through the income statement 
of the cumulative reduction in market value previously recognised in 
the available for sale reserve since the Group’s acquisition of its holding 
in BlackRock, Inc. as part of the sale of Barclays Global Investors on 
1 December 2009. 

2010
Loan impairment fell 24% to £5,625m, reflecting improving credit 
conditions in the main sectors and geographies in which Barclays lends, 
which led to lower charges across the majority of businesses. The largest 
reduction was in the wholesale portfolios, due to lower charges against 
credit market exposures and fewer large single name charges. In the retail 
portfolios, impairment performance improved as delinquency rates fell 
across Barclays businesses, most notably the UK, US, Spanish, Indian and 
African portfolios.

The impairment charges against available for sale assets and reverse 
repurchase agreements fell by 93% to £47m, principally driven by lower 
impairment against credit market exposures.
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Operating expenses

2011
£m

2010
£m

2009
£m

Staff costs 11,407 11,916 9,948 

Administration and general 
expenses

6,356 6,585 5,560 

Depreciation 673 790 759 

Amortisation of intangible assets 419 437 447 

Impairment of goodwill 597 243 1 

Provision for PPI redress 1,000 – – 

Bank levy 325 – – 

Operating expenses 20,777 19,971 16,715 

2011
Operating expenses increased 4% to £20,777m driven by the £1,000m 
provision for PPI redress and the £325m UK bank levy, which came into 
effect during the year. The impairment of goodwill includes the write off 
of £550m Spanish goodwill, following the annual impairment assessment. 
The depreciation charge reduced 15% to £673m, principally reflecting the 
extended period over which certain categories of fixed assets are utilised.

2010
Operating expenses increased 19% to £19,971m driven by increases 
in staff costs, administration and general expenses and impairment of 
goodwill. The impairment of goodwill reflected the write off of the goodwill 
relating to Barclays Bank Russia of £243m.

Staff costs

2011
£m

2010
£m

2009
£m

Performance costs 2,527 3,350 3,055 

Salaries 6,277 6,151 4,893 

Other share based payments 167 168 133 

Social security costs 716 719 606 

Post-retirement benefits 727 528 207 

Total compensation costs 10,414 10,916 8,894 

    

Bank payroll tax 76 96 225 

Other 917 904 829 

Non compensation costs 993 1,000 1,054 

    

Staff costs 11,407 11,916 9,948 

2011
Staff costs decreased 4% to £11,407m, largely due to a 25% reduction 
in performance costs partially offset by the non-recurrence of a £304m 
credit in 2010 relating to post retirement benefits. Charges relating to prior 
year deferrals were £1bn. The Group incentive awards granted (which 
exclude charges relating to prior year deferrals but include current year 
awards vesting in future years) were down 26% to £2.6bn. Barclays 
Capital incentive awards were down 35% to £1.7bn.

Salaries increased 2% to £6,277m against a moderately declining average 
headcount. As at 31 December, staff numbers decreased 4% year on year 
primarily due to restructuring activities across the businesses. 

The UK Government applied a bank payroll tax of 50% to all discretionary 
bonuses over £25,000 awarded to UK bank employees between 9 
December 2009 and 5 April 2010. The total bank payroll tax paid was 

£437m, of which £321m was recognised between 2009 and 2010. 
For 2011, a charge of £76m has been recognised in relation to prior year 
deferrals, with the remaining £40m to be recognised over the period 2012 
to 2013.

2010
Staff costs increased 20% to £11,916m largely due to a £1,258m increase 
in salaries and a £295m increase in performance costs. These increases 
primarily relate to charges for prior year awards, the build-out in Equities 
and Investment Banking at Barclays Capital in 2010 and strategic growth 
initiatives at Barclays Wealth. Charges relating to prior year deferrals were 
£0.9bn. The Group performance awards granted (which exclude charges 
relating to prior year deferrals but include current year awards vesting in 
future years) were down 6% to £3.5bn. Barclays Capital incentive awards 
were down 10% to £2.7bn.

The post retirement benefit charge increased by £321m reflecting the 
non-recurrence of the £371m one-off credit arising on closure of the final 
salary scheme in 2009 offset by the credit in 2010 of £250m resulting 
from amendments to the treatment of minimum defined benefits and 
£54m relating to the Group’s recognition of a surplus in Absa, as well as 
favourable investment returns over the period.

Administration and general expenses

2011
£m

2010
£m

2009
£m

Property and equipment 1,763 1,813 1,641 

Outsourcing and professional 
services

1,869 1,705 1,496 

Operating lease rentals 659 637 639 

Marketing, advertising and 
sponsorship

585 631 492 

Communications, subscriptions, 
publications and stationery 

740 750 695 

Travel and accommodation 328 358 273 

Other administration and general 
expenses

400 566 263 

Impairment of property, 
equipment and intangible assets

12 125 61 

Administration and general 
expenses

6,356 6,585 5,560 

2011
Administration and general expenses decreased £229m to £6,356m, 
principally reflecting the benefits of restructuring and the non-recurrence 
of the one-off provision in respect of the resolution of a review of Barclays 
compliance with US economic sanctions that occurred in 2010. These 
reductions have been offset by an increase in outsourcing and professional 
services as a result of Barclaycard acquisitions, restructuring charges and 
increased regulatory costs.

2010
Administration and general expenses increased £1,025m to £6,585m. 
The increase was principally due to greater regulatory related costs across 
the Group, investment in technology and infrastructure, acquisitions and 
adverse impacts of foreign currency movements. Impairment charges 
on property, equipment and intangible assets of £125m (2009: £61m) 
were principally driven by restructuring.
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Financial review
Income statement commentary continued

Other net income

2011
£m

2010
£m

2009
£m

Profit from associates  20  19  19 

Profit from joint ventures  40  39  15 

Share of post-tax results of 
associates and joint ventures

 60  58  34 

(Loss)/profit on disposal of 
subsidiaries, associates and 
joint ventures

 (94)  81  188 

Gain on acquisitions  –  129  26 

Other net income  (34)  268  248 

2011
The share of post-tax results of associates and joint ventures was stable 
at £60m. The loss on disposal was largely attributable to the £96m loss 
arising from disposal of Barclays Bank Russia. 

2010
The share of post-tax results of associates and joint ventures increased 
£24m to £58m largely relating to Barclaycard and Absa. The profit on 
disposal was largely attributable to the £77m profit arising from sale 
of Barclays Africa custody business to Standard Chartered Bank. 

On 1 January 2010, the Group acquired 100% of Standard Life Bank PLC 
realising a gain on acquisition of £100m. On 31 March 2010, the Group 
acquired 100% of the Italian credit card business of Citibank International 
PLC realising a gain of £29m. 

Tax
The table below shows the reconciliation between the actual tax charge 
and the tax charge that would result from applying the standard UK 
corporation tax rate to the Group’s profit before tax.

2011
£m

2010
£m

2009
£m

Profit before tax from continuing 
operations

5,879 6,065 4,585 

Tax charge based on the standard 
UK corporation tax rate of 26.5% 
(2010: 28%, 2009: 28%) 

1,558 1,698 1,284 

Effect of non-UK profits or losses 
at different local statutory tax rates 

190 108 (27)

Non-creditable taxes 567 454 175 

Non-taxable gains and income (494) (572) (287)

Impact of share price movements 
on share-based payments 

147 41 (38)

Deferred tax assets (previously not 
recognised) / not recognised 

(816) (160) 27 

Change in tax rates 17 34 (12)

Non-deductible impairment 
charges, loss on disposals and UK 
bank levy

770 68 19 

Other items including  
non-deductible expenses

120 (140) 153 

Adjustments in respect of 
prior years

(131) (15) (220)

Tax charge 1,928 1,516 1,074 

Effective tax rate 32.8% 25.0% 23.4%
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2011
The tax charge for continuing operations for 2011 was £1,928m (2010: 
£1,516m) on profit before tax of £5,879m (2010: £6,065m), representing 
an effective tax rate of 32.8% (2010: 25.0%). The effective tax rate reflects 
the non-deductible charges for the impairment of the investment in 
BlackRock, Inc. of £1,800m (2010: nil), goodwill impairment of £597m 
(2010: £243m) and the UK bank levy of £325m (2010: nil).

On 27 February 2012, HMRC announced its intention to implement new 
tax legislation, to apply retrospectively from 1 December 2011 that would 
result in the £1,130m gains on debt buy-backs being subject to different 
tax treatment to that currently allowed under UK tax law. Barclays 
voluntarily disclosed the transaction to HMRC and, as at 31 December 
2011, held a provision for the potential tax payable in relation to the 
transaction. If the legislation had been enacted as at 31 December 2011, 
any additional tax charge would not have had a material impact on the 
Group’s 2011 results.

Deferred tax assets, which principally relate to Barclays businesses in the 
US and Spain, increased by 20% to £3,010m (2010: £2,517) largely due to 
improved financial performance in the US supporting additional deferred 
tax assets not previously recognised.

2010
The tax charge for continuing operations for 2010 was £1,516m (2009: 
£1,074m) representing an effective tax rate of 25% (2009: 23.4%). The 
effective tax rate differs from the UK tax rate of 28% (2009: 28%) because 
of non-taxable gains and income, different tax rates that are applied to 
the profits and losses outside of the UK and deferred tax assets previously 
not recognised.

Total tax contribution 
In 2011, we made global tax payments of £6,419m (2010: £6,149m), made 
up of £3,341m (2010: £3,138m) of taxes borne by Barclays and £3,078m 
(2010: £3,011m) of taxes collected from employees and customers on 
behalf of governments, £2,866m (2010: £2,776m) being employee 
income taxes which arise through Barclays economic activity. Barclays 
paid corporate income tax of £1,686m (2010: £1,458m) in 2011 as shown 
in the cash flow statement and Note 11 to the financial statements.

The total tax paid to the UK Exchequer in 2011, was £2,891m (2010: 
£2,827m), made up of £1,400m (2010: £1,381m) of taxes borne by 
Barclays and £1,491m (2010: £1,446m) of taxes collected on behalf of the 
government which includes £1,464m (2010: £1,347m) of tax payments 
made on behalf of employees. 

The table below shows the reconciliation between tax payments shown 
above and the tax charge in the income statement:

2011
£m

2010
£m

Tax charge 1,928 1,516 

Exclude deferred tax credit/(charge) 701 (123)

Include net current tax liability as at 1 January 450 643 

Exclude net current liability as at 31 December (1,023) (450)

Include current tax credit in equity (104) (180)

Include other movements in current tax (266) 52 

Corporate income tax paid 1,686 1,458 

Other taxes borne by Barclays 1,655 1,680 

Total taxes borne by Barclays 3,341 3,138 

Other taxes collected by Barclays 3,078 3,011 

Total tax paid 6,419 6,149 

All current tax and deferred tax reconciling items are disclosed within 
Note 11. Other taxes borne by Barclays are included within profit before tax.

a The UK bank levy charge for 2011 was £325m with £183m paid in 2011 and the remaining 
balance due in 2012.

Tax borne and tax collected by region

   Tax Tax 2011 
  Borne Collected Total

1 UK 1,400 1,491 2,891

2 Americas 450 837 1,287

3 Europe (exc UK) 797 250 1,047

4 Africa & Middle East 653 411 1,064

5 Asia Pacific 41 89 130

Total 3,341 3,078 6,419

1

2

3

5

4

£m

1

2

3

54

Analysis of tax borne by Barclays

   2011

1 Corporate income tax 1,686

2 Employer’s NIC/social security 753

3 Irrecoverable VAT 642

4 UK bank levya 183

5 Other 77

Total 3,341

£m
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Financial review
Consolidated summary balance sheet

As at 31 December 2011 
£m

2010 
£m

2009 
£m

2008 
£m

2007 
£m

Assets      

Cash, balances at central banks and items in the course of collection 108,706 99,014 83,076 31,714 7,637 

Trading portfolio assets 152,183 168,867 151,344 185,637 193,691 

Financial assets designated at fair value 36,949 41,485 42,568 121,199 147,480 

Derivative financial instruments 538,964 420,319 416,815 984,802 248,088 

Available for sale financial investments 68,491 65,110 56,483 64,976 43,072 

Loans and advances to banks 47,446 37,799 41,135 47,707 40,120 

Loans and advances to customers 431,934 427,942 420,224 461,815 345,398 

Reverse repurchase agreements and other similar secured lending 153,665 205,772 143,431 130,354 183,075 

Other assets 25,189 23,337 23,853 24,776 18,800 

Total assets 1,563,527 1,489,645 1,378,929 2,052,980 1,227,361 

Liabilities      

Deposits and items in the course of collection due to banks 92,085 79,296 77,912 116,545 92,338 

Customer accounts 366,032 345,788 322,429 335,505 294,987 

Repurchase agreements and other similar secured borrowing 207,292 225,534 198,781 182,285 169,429 

Trading portfolio liabilities 45,887 72,693 51,252 59,474 65,402 

Financial liabilities designated at fair value 87,997 97,729 87,881 146,075 167,128 

Derivative financial instruments 527,910 405,516 403,416 968,072 248,288 

Debt securities in issue 129,736 156,623 135,902 149,567 120,228 

Subordinated liabilities 24,870 28,499 25,816 29,842 18,150 

Other liabilities 16,522 15,705 17,062 18,204 18,935 

Total liabilities 1,498,331 1,427,383 1,320,451 2,005,569 1,194,885 

Shareholders’ equity      

Shareholders’ equity excluding non-controlling interests 55,589 50,858 47,277 36,618 23,291 

Non-controlling interests 9,607 11,404 11,201 10,793 9,185 

Total shareholders’ equity 65,196 62,262 58,478 47,411 32,476 

Total liabilities and shareholders’ equity 1,563,527 1,489,645 1,378,929 2,052,980 1,227,361 

      

Risk weighted assets and capital ratios      

Risk weighted assets 390,999 398,031 382,653 433,302 353,878 

Core Tier 1 ratio 11.0% 10.8% 10.0% 5.6% 4.7%

Tier 1 ratio 12.9% 13.5% 13.0% 8.6% 7.6%

Risk asset ratio 16.4% 16.9% 16.6% 13.6% 11.2%

Adjusted gross leverage 20x 20x 20x 28x 33x

Total assets to shareholders' equity 24x 24x 24x 43x 38x

      

Net asset value per ordinary share 456p 417p 414p 437p 353p

Number of ordinary shares of Barclays PLC (in millions) 12,199 12,182 11,412 8,372 6,601 

Year-end United States Dollar exchange rate 1.54 1.55 1.62 1.46 2.00 

Year-end Euro exchange rate 1.19 1.16 1.12 1.04 1.36 

Year-end Rand exchange rate 12.52 10.26 11.97 13.74 13.64 

The financial information above is extracted from the published accounts. This information should be read together with the information included in the 
accompanying consolidated financial statements.
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Financial review
Balance sheet commentary

Total assets
Total assets increased £74bn to £1,564bn principally due to an increase 
in the fair value of interest rate derivatives partially offset by a decrease 
in reverse repurchase agreements. 

Cash, balances at central banks and items in the course of collection 
increased £9.7bn contributing to the Group liquidity pool. Trading portfolio 
assets decreased £16.7bn, and reverse repurchase and other similar 
secured lending decreased £52.1bn.

Derivative financial assets increased £118.6bn principally reflecting 
increases in the mark-to-market positions in interest rate derivatives 
due to movements in forward interest rate curves.

Loans and advances to banks and customers increased £13.6bn 
principally due to an increase in lending to retail customers and market 
volatility resulting in a rise in cash collateral balances.

Available for sale financial investments increased £3.4bn primarily driven 
by purchase of government bonds increasing the Group’s liquid assets. 
This was partially offset by a £0.5bn reduction in the fair value of the 
Group’s investment in BlackRock, Inc.

Total liabilities
Total liabilities increased £71bn to £1,498bn. 

Deposits and items in the course of collection and customer accounts 
increased £33bn reflecting customer deposit growth across the Group 
as well as market volatility resulting in a rise in cash collateral balances. 
Financial liabilities designated at fair value decreased £9.7bn and debt 
securities in issue decreased £26.9bn due to managed changes in the 
funding composition. 

Trading portfolio liabilities decreased £26.8bn, and repurchase 
agreements and other similar secured borrowing decreased £18.2bn. 
Derivative financial liabilities increased £122.4bn broadly in line with 
the increase in derivative assets.

Subordinated liabilities decreased £3.6bn primarily reflecting the early 
retirement of capital that does not qualify under Basel 3.

Shareholders’ equity
Total shareholders’ equity increased £2.9bn to £65.2bn, Share capital and 
share premium remained relatively stable at £12.4bn. Retained earnings 
increased £2.6bn to £39.4bn with profit attributable to the equity holders 
of the Parent of £3bn partially offset by dividends paid of £0.7bn. 

Available for sale reserve increased £1.4bn, largely driven by £2.7bn gains 
from changes in fair value, offset by £1.6bn of net gains transferred to the 
income statement after recognition of £1.8bn impairment on the Group’s 
investment in BlackRock, Inc. Currency translation reserve movements of 
£1bn were largely due to the appreciation in the US Dollar, offset by the 
depreciation in the Euro, Rand and Indian Rupee.

Non-controlling interests decreased £1.8bn to £9.6bn, primarily reflecting 
currency translation movements of £0.6bn relating to the Rand, and the 
redemption of £1.5bn reserve capital instruments. 

Net asset value per share increased 9% to 456p and net tangible asset 
value per share increased 13% to 391p.

Balance sheet leverage
Barclays continues to operate within limits and targets for balance sheet 
usage as part of its balance sheet management activities. 

The adjusted gross leverage was 20x (2010: 20x) principally reflecting a 
£3.1bn decrease in Tier 1 capital offset by a £52.8bn decrease in adjusted 
total tangible assets. At month ends during 2011 the ratio moved in 
a range from 20x to 23x, with fluctuations arising primarily within 
collateralised reverse repurchase lending and high quality trading 
portfolio assets.

The ratio of total assets to total shareholders’ equity was 24x as at 31 
December 2011 (2010: 24x). The ratio moved within a month end range 
of 24x to 28x, driven by trading activity fluctuations including changes 
in derivatives and settlement balances.
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Financial review
Balance sheet commentary continued

Capital management 
The Core Tier 1 ratio remained robust at 11.0% (2010: 10.8%) and the 
Tier 1 ratio was 12.9% (2010: 13.5%). 

Risk weighted assets decreased 2% from £398bn to £391bn in 2011. This 
was largely driven by a reduction across credit, counterparty and market 
risk in Barclays Capital, due to lower levels of activity, risk reduction and 
sell down of credit market exposures. In addition, there was a reduction 
from foreign currency movements, primarily depreciation of the Rand 
and Euro against Sterling. These decreases more than outweighed the 
approximate £30bn increase resulting from the implementation of CRD3 
in December 2011.

Core Tier 1 capital increased by £0.2bn to £43.1bn. £2.6bn of capital 
generated from retained profits was offset by reduction in the value of 
the investment in Blackrock Inc. to September 2011, contributions made 
to the UK Retirement fund and foreign currency movements. Total capital 
resources decreased by £3.4bn to £63.9bn mainly as a result of the buy 
back and redemption of Tier 1 instruments which will not qualify under 
Basel 3.

Liquidity and Funding
The Group’s overall funding strategy is to develop a diversified funding 
base and maintain access to a variety of funding sources, minimising the 
cost of funding and providing protection against unexpected fluctuations. 
The Group aims to align the sources and uses of funding.

Customer loans and advances are largely funded by deposits, with any 
excess funded by long-term secured debt and equity. The total loan to 
deposit ratio was 118% (2010: 124%) and the loan to deposit and 
long-term funding ratio was 75% (2010: 77%).

Wholesale funding is well managed with trading portfolio assets being 
largely funded by repurchase agreements and the majority of reverse 
repurchase agreements being matched by repurchase financing. 
Derivative assets and liabilities are also largely matched.

As at 31 December 2011, the Group had £265bn of wholesale debt 
diversified across currencies, of which £39bn was secured. Term funding 
raised in 2011 was £30bn (2010: £35bn) compared maturities of £25bn. 

Approximately 10% of customer loans and advances were secured 
against external funding, leaving significant headroom for further 
secured issuance.

At 31 December 2011 the liquidity pool was £152bn (2010: £154bn) and 
moved within a month-end range of £140bn to £167bn. The liquidity pool 
comprises high quality, liquid unencumbered assets, diversified across 
currencies broadly in line with wholesale debt requirements, with 93% 
(2010: 88%) comprising cash and deposits with central banks and 
government bonds. 
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Financial review
Analysis of results by business

Segmental analysis (audited)

Analysis of results by business 
(audited) UK RBB

£m
Europe RBB

£m
Africa RBB

£m
Barclaycard

£m

Barclays
Capital

£m

Barclays
Corporate

£m

Barclays
Wealth

£m

Investment
Management

£m

Head Office
Functions
and Other

Operations
£m

Total 
£m

As at 31 December 2011           

Total income net of insurance 
claimsa

4,656 1,226 3,767 4,095 10,335 2,912 1,744 53 3,504 32,292 

Credit impairment charges and 
other provisions

(536) (261) (464) (1,259) (93) (1,149) (41) – 1 (3,802)

Impairment of investment in 
BlackRock, inc.

– – – – – – – (1,800) – (1,800)

Operating expensesb,c,d (3,102) (1,638) (2,399) (2,306) (7,289) (1,762) (1,493) (15) (773) (20,777)

Other income/(losses)e 2 12 6 31 12 (71) (3) – (23) (34)

Profit/(loss) before tax from 
continuing operations 

1,020 (661) 910 561 2,965 (70) 207 (1,762) 2,709 5,879 

Total assets 127,845 51,310 50,759 33,838 1,158,350 88,674 20,866 4,066 27,819 1,563,527 

As at 31 December 2010           

Total income net of insurance 
claimsa

4,518 1,164 3,700 4,024 13,209 2,974 1,560 78 213 31,440 

Credit impairment charges and 
other provisions

(819) (314) (562) (1,688) (543) (1,696) (48) – (2) (5,672)

Operating expensesb,c,d (2,809) (1,033) (2,418) (1,570) (8,295) (1,907) (1,349) (11) (579) (19,971)

Other income/(losses)e 99 44 84 25 18 (2) – – – 268 

Profit/(loss) before tax from 
continuing operations 

989 (139) 804 791 4,389 (631) 163 67 (368) 6,065 

Total assets 121,590 53,609 60,264 30,324 1,094,799 85,735 17,849 4,612 20,863 1,489,645 

As at 31 December 2009           

Total income net of insurance 
claimsa

4,276 1,318 3,292 4,041 13,445 3,181 1,322 40 (1,792) 29,123 

Credit impairment charges and 
other provisions

(1,031) (338) (688) (1,798) (2,591) (1,558) (51) – (16) (8,071)

Operating expensesb,c,d (2,538) (887) (1,989) (1,527) (6,592) (1,466) (1,129) (17) (570) (16,715)

Other income/(losses)e 3 187 17 11 22 – 1 (1) 8 248 

Profit/(loss) before tax from 
continuing operations 

710 280 632 727 4,284 157 143 22 (2,370) 4,585 

Total assets 109,327 51,027 53,658 30,274 1,019,120 88,798 14,889 5,406 6,430 1,378,929 

Notes
a The impact of own credit movements in the fair value of structured note issuance of £2,708m (2010: £391m; 2009: loss of £1,820m) is now included within the results of Head Office 

Functions and Other Operations, rather than Barclays Capital. This reflects the fact that these fair value movements relate to the credit worthiness of the issuer as a whole, rather than 
Barclays Capital in particular, and are not included within any assessment of Barclays Capital’s underlying performance. Furthermore, delays to planned changes in accounting standards 
will mean own credit movements are likely to continue to be reflected in the income statement for the foreseeable future. 

b The UK bank levy of £325m (2010: £nil, 2009: £nil) is reported under Head Office and Other Operations.
c The provision for PPI redress of £1,000m is reported under UK RBB £400m (2010: £nil, 2009: £nil) and Barclaycard £600m (2010: £nil, 2009: £nil).
d The impairment of goodwill of £597m (2010: £243m, 2009: £1m) relates to Europe RBB £427m (2010: £nil, 2009: £nil), Barclays Corporate £123m (2010: £243m, 2009: £1m) and 

Barclaycard £47m (2010: £nil, 2009: £nil).
e Other income/(losses) represents: share of post-tax results of associates and joint ventures; profit or (loss) on disposal of subsidiaries, associates and joint ventures; and gains on 

acquisitions.

All disclosures in this section are unaudited unless otherwise stated
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Financial review
Analysis of results by business continued

Since 1 January 2011 the Group’s activities have been organised under 
the following business groupings:

 – UK Retail and Business Banking (UK RBB) is a leading UK high street 
bank providing current account and savings products and Woolwich 
branded mortgages. UK RBB also provides unsecured loans and general 
insurance as well as banking and money transmission services to 
small and medium sized businesses. UK RBB was previously named 
UK Retail Banking;

 – Europe Retail and Business Banking (Europe RBB) provides retail 
services, including credit cards in Spain, Italy, Portugal and France, 
as well as business lending to small and medium sized enterprises, 
through a variety of distribution channels. Europe RBB was previously 
named Western Europe Retail Banking;

 – Africa Retail and Business Banking (Africa RBB) provides retail, corporate 
and credit card services across Africa and the Indian Ocean. Africa RBB 
combines the operations previously reported as Barclays Africa 
and Absa;

 – Barclaycard is an international payments services provider for consumer 
and business customers including credit cards and consumer lending; 

Notes
a Total income net of insurance claims based on counterparty location.
b The geographical regions have been revised since January 2011, Ireland is now included within the Europe and Middle East is now reported with Africa. Comparatives have been updated 

to reflect these changes.

Income by Geographic Regiona,b

(audited) 
2011 

£m
2010 

£m
2009 

£m

UK 15,819 12,714 12,850 

Europe 4,207 4,828 4,455 

Americas 6,025 7,742 6,531 

Africa and Middle East 4,967 4,997 4,390 

Asia 1,274 1,159 897 

Total 32,292 31,440 29,123 

In 2009, discontinued operations of the Barclays Global Investors business included £432m relating to UK, £1,084m relating to the Americas and 
£347m relating to other geographic segments.

Income from individual countries which represent more than 5% of total incomea

(audited) 
2011 

£m
2010 

£m
2009 

£m

UK 15,819 12,714 12,850 

US 5,802 7,172 5,547 

South Africa 3,942 3,684 2,980 

 – Barclays Capital is the investment banking division of Barclays providing 
large corporate, government and institutional clients with a full 
spectrum of solutions to meet their strategic advisory, financing and 
risk management needs;

 – Barclays Corporate provides integrated banking solutions to large 
corporates, financial institutions and multinationals in the UK and 
internationally;

 – Barclays Wealth is the wealth management division of Barclays. 
It focuses on private and intermediary clients worldwide, providing 
international and private banking, investment management, fiduciary 
services and brokerage;

 – Investment Management manages the Group’s economic interest 
in BlackRock, Inc. and the residual elements relating to Barclays Global 
Investors, which was sold on 1 December 2009; and

 – Head Office Functions and Other Operations comprise head office 
and central support functions, businesses in transition and 
consolidation adjustments.
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Returns and equity by business 
Returns on average equity and average tangible equity are calculated 
using profit after tax and non-controlling interests for the period, divided 
by average allocated equity or tangible equity as appropriate. 

Average allocated equity has been calculated as 10% (previously 9% in 
2010 and 8% in 2009) of average risk weighted assets for each business, 
reflecting the planning assumptions the Group uses for capital purposes, 
adjusted for capital deductions, including goodwill and intangible assets. 
The higher level of capital currently held, reflecting the current Core Tier 1 

Notes
a Adjusted performance measures exclude the impact of own credit gains, gains on debt buy-backs, loss on disposal of a portion of the Group’s strategic investment in BlackRock, Inc., 

impairment of investment in BlackRock, Inc., provision for PPI redress, goodwill impairment and loss/gain on acquisitions and disposals.
b The return on average tangible equity for Africa RBB is calculated based on average tangible equity including amounts relating to Absa Groups’s non-controlling interests.
c Includes risk weighted assets and capital deductions in Head Office Functions and Other Operations, plus the residual balance of average shareholders’ equity and tangible equity.

Average Equity Average Tangible Equity 

2011 
£m

2010 
£m

2009 
£m

2011 
£m

2010 
£m

2009 
£m

UK RBB 6,821 6,954 6,979 3,562 3,694 3,686 

Europe RBB 2,703 2,506 2,506 2,032 1,844 1,906 

Africa RBB 2,866 2,750 2,624 1,064 908 1,012 

Barclaycard 4,634 4,263 3,955 3,503 3,149 2,848 

Barclays Capital 20,501 22,122 22,285 19,750 21,176 21,193 

Barclays Corporate 7,208 8,034 8,617 6,928 7,473 8,102 

Barclays Wealth 1,724 1,647 1,575 1,259 1,179 1,107 

Investment Management 359 585 9 359 585 9 

Head Office Functions and Other Operationsc 4,997 976 (9,105) 4,994 975 (10,521)

Group 51,813 49,837 39,445 43,451 40,983 29,342 

Adjusteda Statutory

Return on Average Equity 2011 
%

2010 
%

2009 
%

2011 
%

2010 
%

2009 
%

UK RBB 14.9 9.9 7.5 10.6 11.4 7.5 

Europe RBB (6.0) (1.0) 2.6 (21.8) (0.2) 8.4 

Africa RBB 10.0 9.0 6.8 10.0 11.5 7.6 

Barclaycard 17.4 12.5 11.9 6.8 12.5 11.9 

Barclays Capital 10.4 13.5 13.3 10.4 13.5 13.3 

Barclays Corporate 1.3 (4.1) 0.7 (1.4) (7.1) 1.4 

Barclays Wealth 10.9 8.8 7.6 10.9 8.8 7.7 

Investment Management 24.1 6.5 nm nm 6.5 nm

Group excluding Head Office Functions and Other Operations 9.5 8.8 9.1 2.5 8.7 9.5

Head Office Functions and Other Operations impact (2.9) (2.0) (2.2) 3.3 (1.5) (2.8)

Group 6.6 6.8 6.9 5.8 7.2 6.7

Adjusteda Statutory

Return on Average Tangible Equity 2011 
%

2010 
%

2009 
%

2011 
%

2010 
%

2009 
%

UK RBB 28.6 18.7 14.1 20.3 21.4 14.1 

Europe RBB (7.9) (1.3) 3.4 (29.0) (0.2) 11.0 

Africa RBBb 16.6 15.9 15.4 16.7 18.2 16.2 

Barclaycard 23.0 16.9 16.5 9.0 16.9 16.6 

Barclays Capital 10.8 14.1 14.0 10.8 14.1 14.0 

Barclays Corporate 1.4 (4.4) 0.8 (1.5) (7.7) 1.5 

Barclays Wealth 15.0 12.3 10.9 15.0 12.3 11.0 

Investment Management 24.1 6.5 nm nm 6.5 nm

Group excluding Head Office Functions and Other Operations 11.6 10.7 11.1 3.6 10.6 11.7

Head Office Functions and Other Operations impact (3.7) (2.5) (1.8) 3.3 (1.9) (2.7)

Group 7.9 8.2 9.3 6.9 8.7 9.0 

capital ratio of 11.0%, is allocated to Head Office Functions and Other 
Operations. The Group return on average risk weighted assets was 1.0% 
(2010: 1.1%, 2009: 0.9%). Average allocated tangible equity is calculated 
using the same method as average allocated equity but excludes goodwill 
and intangible assets.

Comparatives throughout this document have been calculated based on 
10% of risk weighted assets. 
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Financial review
Analysis of results by business continued

2011 
£m

2010 
£m

2009 
£m

Income Statement Information    

Net interest income 3,413 3,165 2,842 

Net fee and commission income 1,157 1,255 1,299 

Net trading loss – (2) – 

Net investment income 17 – – 

Net premiums from insurance contracts 92 130 198 

Other (expense)/income (1) 1 5 

Total income 4,678 4,549 4,344 

Net claims and benefits incurred under insurance contracts (22) (31) (68)

Total income net of insurance claims 4,656 4,518 4,276 

Credit impairment charges and other provisions (536) (819) (1,031)

Net operating income 4,120 3,699 3,245 

Operating expenses (excluding provision for PPI redress) (2,702) (2,809) (2,538)

Provision for PPI redress (400) – – 

Operating expenses (3,102) (2,809) (2,538)

Share of post-tax results of associates and joint ventures 2 (1) 3 

Gains on acquisition – 100 – 

Profit before tax 1,020 989 710 

    

Adjusted profit before taxa 1,420 889 710 

    

Balance Sheet Information    

Loans and advances to customers at amortised costb £121.2bn £115.6bn £103.0bn

Customer accountsb £111.8bn £108.4bn £96.8bn

Total assets £127.8bn £121.6bn £109.3bn

Risk weighted assets £34.0bn £35.3bn £35.9bn

Retail and Business Banking

UK Retail and Business Banking

2011
UK Retail and Business Banking adjusted profit before tax improved 60% 
to £1,420m. Including £400m provision for PPI redress and £100m gain 
on acquisition of Standard Life Bank in 2010 profit before tax improved  
3% to £1,020m.

Income increased 3% to £4,656m driven by mortgages and personal 
savings.

Net interest income increased 8% to £3,413m with the net interest margin 
rising to 151bps (2010: 145bps) and risk adjusted net interest margin up 
to 127bps (2010: 108bps). Customer asset margin declined to 122bps 
(2010: 126bps) with average customer assets increasing 4% to £118.5bn. 
Customer liability margin improved to 87bps (2010: 68bps) reflecting 
the increase in the cost of funds and therefore the value generated from 
customer liabilities with average customer liabilities increasing 3% 
to £107.8bn.

Notes
a Adjusted profit before tax excludes the impact of the provision for PPI redress of £400m (2010: £nil; 2009: £nil) and gains on acquisitions of £nil (2010: £100m; 2009 £nil).
b In 2010 the acquisition of Standard Life Bank contributed £5.9bn loans and advances and £5.2bn customer accounts.

Net fee and commission income decreased 8% to £1,157m following 
closure of the branch-based element of the financial planning business.

Credit impairment charges decreased 35% to £536m with annualised 
loan loss rate of 44bps (2010: 70bps), Personal unsecured lending 
impairment improved 44% to £311m with 90 day arrears rates on UK 
personal loans improving to 1.7% (2010: 2.6%).

Operating expenses decreased 8% to £2,702m, excluding £400m 
provision for PPI redress in 2011 and £123m one-off pension credit 
in 2010. Including these items, operating expenses increased 10% 
to £3,102m.

Total loans and advances to customers increased 5% to £121.2bn driven 
by growth in mortgage balances. Average mortgage balances increased 
6% reflecting strong positive net lending. Mortgage balances at 31 
December 2011 were £107.8bn, a share by value of 9% (2010: 8%). 
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£1,020m
profit before tax

£4,656m
total income net of insurance claims

Gross new mortgage lending increased to £17.2bn (2010: £16.9bn), 
with a share by value of 12% (2010: 13%). Mortgage redemptions 
decreased to £10.7bn (2010: £11.0bn), resulting in net new mortgage 
lending of £6.5bn (2010: £5.9bn). Average Loan to Value (LTV) ratio 
on the mortgage portfolio (including buy to let) on a current valuation 
basis was 44% (2010: 43%). Average LTV of new mortgage lending 
was 54% (2010: 52%).

Risk weighted assets decreased 4% to £34.0bn reflecting a decrease 
in unsecured lending balances partially offset by the growth in 
mortgage balances.

Adjusted return on average equity improved to 14.9% (2010: 9.9%) 
and adjusted return on average tangible equity improved to 28.6%  
(2010: 18.7%).

2010
UK Retail and Business Banking profit before tax increased 39% to £989m, 
driven by good income growth and lower impairment charges, more 
than offsetting an increase in operating expenses. The 2010 results also 
reflected a gain of £100m on the acquisition of Standard Life Bank.

Income increased 6% to £4,518m reflecting strong balance sheet growth.

Net interest income increased 11% to £3,165m reflecting business growth. 
The net interest margin for UK RBB remained stable at 145bps (2009: 
145bps) with the risk adjusted net interest margin increasing to 108bps 
(2009: 93bps).

Total average customer asset balances increased 11% to £113.7bn 
reflecting good growth in Home Finance mortgage balances and the 
acquisition of Standard Life Bank. The customer asset margin decreased 
to 126ps (2009: 145bps) reflecting the impact of the revised internal funds 
pricing mechanism. Total average customer deposit balances increased 
12% to £104.5bn, reflecting good growth in personal customer balances 
and the impact of Standard Life Bank. The customer liability margin 
increased to 68bps (2009: 42bps) reflecting the impact of the revised 
internal funds pricing mechanism. Total customer account balances 
increased to £108.4bn (2009: £96.8bn). 

Adjusteda Statutory

2011 2010 2009 2011 2010 2009 

Performance Measures       

Return on average equityb 14.9% 9.9% 7.5% 10.6% 11.4% 7.5%

Return on average tangible equityb 28.6% 18.7% 14.1% 20.3% 21.4% 14.1%

Return on average risk weighted assets 3.0% 1.9% 1.5% 2.1% 2.2% 1.5%

Loan loss rate (bps) 44 70 98 44 70 98 

Cost: income ratio 58% 62% 59% 67% 62% 59%

       

Key Facts       

90 day arrears rates – UK loans    1.7% 2.6% 3.8%

Number of UK current accounts    11.9m 11.6m 11.2m

Number of UK savings accountsc    15.1m 14.4m 13.2m

Number of UK mortgage accountsc    930,000 916,000 834,000 

Number of Barclays Business customers    785,000 760,000 742,000 

LTV of mortgage portfolioc    44% 43% 43%

LTV of new mortgage lendingc    54% 52% 48%

Number of branches    1,625 1,658 1,698 

Number of ATMs    3,629 3,345 3,394 

Number of employees (full time equivalent)    34,100 34,700 31,900 

Notes
a Adjusted performance measures excludes the impact of the provision for PPI redress of £400m (2010: £nil; 2009: £nil) and gains on acquisitions of £nil (2010: £100m; 2009: £nil).
b Return on average equity and return on average tangible equity comparatives have been revised to use 10% of average risk weighted assets (previously 2010: 9%; 2009: 8%) in the 

calculation of average equity and average tangible equity. 
c Data for year ended 31 December 2010 and 2011 includes the impact of Standard Life Bank.

Credit impairment charges represented 70bps (2009: 98bps) of total gross 
loans and advances to customers and banks. This translates to a reduction 
in impairment charges of 21% to £819m, reflecting focused risk 
management and improved economic conditions. Impairment charges 
within Consumer Lending and Current Accounts decreased 29% to 
£418m (2009: £592m), and 27% to £134m (2009: £183m) respectively. 
Home Finance impairment charges remained low at £29m (2009: £26m). 
As a percentage of the portfolio, three-month arrears rates for the UK 
loans improved to 2.6% (2009: 3.8%).

Operating expenses increased 11% to £2,809m, reflecting higher pension 
costs, increased regulatory-related costs and the impact of the acquisition 
of Standard Life Bank. Excluding these items operating expenses were in 
line with prior year.

Total loans and advances to customers increased to £115.6bn Average 
mortgage balances grew 16%, reflecting strongly positive net lending and 
the acquisition of Standard Life Bank. As at 31 December 2010 mortgage 
balances were £101.2bn, a share by value of 8% (2009: 7%). Gross new 
mortgage lending increased to £16.9bn (2009: £14.2bn), a share by value 
of 13% (2009: 10%). Mortgage redemptions increased to £11.0bn (2009: 
£8.5bn), resulting in net new mortgage lending of £5.9bn (2009: £5.7bn). 
The average loan to value ratio of the mortgage portfolio (including 
buy-to-let) on a current valuation basis was 43% (2009: 43%). 
The average loan to value ratio of new mortgage lending was 52%  
(2009: 48%).

Total assets increased 11% to £121.6bn driven by growth in Home 
Finance. Risk weighted assets remained broadly flat at £35.3bn with 
growth in Home Finance offset by a decline in Consumer Lending 
balances and improvements in operational risk weighted assets. 

Improvements in the adjusted return on average equity to 9.9% (2009: 
7.5%) and adjusted return on average tangible equity to 18.7% (2009: 
14.1%) reflected the increase in profit after tax which more than offset 
the growth in average equity that was driven by growth in average risk 
weighted assets.
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Financial review
Analysis of results by business continued

2011 
£m

2010 
£m

2009 
£m

Income Statement Information    

Net interest income 786 679 868 

Net fee and commission income 429 421 352 

Net trading income 9 20 14 

Net investment income 91 67 118 

Net premiums from insurance contracts 463 479 544 

Other (expense)/income (49) 9 (6)

Total income 1,729 1,675 1,890 

Net claims and benefits incurred under insurance contracts (503) (511) (572)

Total income net of insurance claims 1,226 1,164 1,318 

Credit impairment charges and other provisions (261) (314) (338)

Net operating income 965 850 980 

Operating expenses (excluding goodwill impairment) (1,211) (1,033) (887)

Goodwill impairment (427) – – 

Operating expenses (1,638) (1,033) (887)

Share of post-tax results of associates and joint ventures 12 15 4 

Profit on disposal of subsidiaries, associates and joint ventures – – 157 

Gains on acquisition – 29 26 

(Loss)/profit before tax (661) (139) 280 

    

Adjusted (loss)/profit before taxa (234) (168) 97 

    

Balance Sheet Information    

Loans and advances to customers at amortised cost £43.6bn £43.4bn £41.1bn

Customer accounts £16.4bn £18.9bn £17.6bn

Total assets £51.3bn £53.6bn £51.0bn

Risk weighted assets £17.4bn £17.3bn £16.8bn

2011 
Europe Retail and Business Banking adjusted loss before tax increased to 
£234m (2010: £168m) reflecting repositioning of the business due to the 
deteriorating economic environment and restructuring charges of £189m 
(2010: £22m). Loss before tax of £661m (2010: £139m) reflecting £427m 
of Spanish goodwill impairment and restructuring charges of £189m. 
Spanish goodwill was fully impaired due to the deteriorating economic 
environment in Spain in the fourth quarter of 2011 and ongoing economic 
uncertainty.

Income improved 5% to £1,226m reflecting higher average asset and 
liability volumes, improved margins and the appreciation of the average 
value of the Euro against Sterling.

Note
a Adjusted profit before tax and adjusted performance measures excludes goodwill impairment of £427m (2010: £nil; 2009: £nil), gains on acquisition of £nil (2010: £29m; 2009: £26m) 

and profit on disposal of subsidiaries, associates and joint ventures of £nil (2010: £nil; 2009: £157m).

Net interest income improved 16% to £786m with the net interest margin 
up to 128bps (2010: 116bps). Average customer assets increased 5% 
to £43.7bn despite customer asset margin reduction to 87bps (2010: 
102bps) due to increased funding costs. Average customer liabilities 
increased 3% to £17.7bn with customer liability margin up to 65bps (2010: 
11bps) mainly due to re-pricing.

Net premiums from insurance contracts declined 3% to £463m, with a 
corresponding decline in net claims and benefits of £503m (2010: £511m).

Credit impairment charges and other provisions decreased 17% to £261m 
principally due to lower charges in the cards portfolios reflecting lower 
30 and 90 day arrears rates and lower recovery balances. The lower 
impairment was the main driver for the loan loss rate decreasing to 54bps 
(2010: 71bps).

Retail and Business Banking

Europe Retail and Business Banking
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£661m
loss before tax

£1,226m
total income net of insurance claims

Operating expenses excluding the £427m Spanish goodwill impairment 
increased 17% to £1,211m, primarily due to restructuring charges of 
£189m. 142 branches, largely in Spain, have been closed and the number 
of employees reduced by 900 during 2011.

Loans and advances to customers remained stable. Customer deposits 
decreased 13% to £16.4bn, reflecting the competitive environment.

Adjusted return on average equity of negative 6.0% (2010: negative 1.0%) 
reflecting the repositioning of the business during 2011.

2010
Europe RBB incurred a loss before tax of £139m (2009: profit of £280m). 
The deterioration in performance was largely driven by the challenging 
economic environment and continued investment in the franchise. In 
addition, the 2009 result benefited notably from a £157m gain on the 
sale of 50% of Barclays Iberian life insurance and pensions business.

Income fell 12% to £1,164m, due to lower net interest income and the 
3% decline in the average value of the Euro against Sterling, partially offset 
by higher net fee and commission income.

Net interest income fell 22% to £679m, mainly reflecting a decline in 
treasury interest income and continued underlying liability margin 
compression due to the highly competitive market, partially offset by the 
benefit from growth in credit cards. As a result, the net interest margin 
reduced to 116bps (2009: 166bps). The risk adjusted net interest margin 
fell to 62bps (2009: 102bps).

Net fee and commission income increased 20% to £421m. The growth 
reflects the investment in the network in previous years and the growth 
in the credit card business. 

Adjusteda Statutory

2011 2010 2009 2011 2010 2009 

Performance Measures       

Return on average equityb, c (6.0%) (1.0%) 2.6% (21.8%) (0.2%) 8.4%

Return on average tangible equityb, c (7.9%) (1.3%) 3.4% (29.0%) (0.2%) 11.0%

Return on average risk weighted assetsc (0.9%) (0.1%) 0.4% (3.3%) (0.0%) 1.2%

Loan loss rate (bps) 54 71 80 54 71 80 

Cost: income ratio 99% 89% 67% 134% 89% 67%

       

Key Facts       

30 day arrears rates – cards    5.9% 6.8% 9.0%

Number of customers    2.7m 2.7m 2.4m

       

Number of branches    978 1,120 1,094 

Number of sales centres    250 243 168 

Number of distribution points    1,228 1,363 1,262 

       

Number of employees (full time equivalent)    8,500 9,400 9,600 

Notes
a Adjusted profit before tax and adjusted performance measures excludes goodwill impairment of £427m (2010: £nil; 2009: £nil), gains on acquisition of £nil (2010: £29m; 2009: £26m) 

and profit on disposal of subsidiaries, associates and joint ventures of £nil (2010: £nil; 2009: £157m).
b Return on average equity and return on average tangible equity comparatives have been revised to use 10% of average risk weighted assets (previously 2010: 9%; 2009: 8%) in the 

calculation of average equity and average tangible equity. 
c 2010 return on average equity, return on average tangible equity and return on average risk weighted assets reflect a deferred tax benefit of £205m.

Despite the challenging economic conditions, impairment charges 
improved 7% to £314m reflecting focused credit risk management. 
Delinquency trends improved with the overall 30-day delinquency rate 
falling to 1.8% (2009: 2.1%).

Operating expenses increased 16% to £1,033m due to investment in 
developing the franchise, in Portugal and Italy in particular, with a net 
increase of 101 distribution points in 2010, and costs associated with the 
expansion of the credit card businesses in these countries. The £29m gain 
on acquisition was generated on the purchase of Citigroup’s Italian card 
business in March 2010. This resulted in the addition of approximately 
200,000 customers and loans and advances to customers of £0.2bn. 
The £26m gain in 2009 arose on the acquisition of Citigroup’s Portuguese 
card business.

Loans and advances to customers increased 6% to £43.4bn and customer 
accounts increased 7% to £18.9bn due to continued growth in the 
businesses more than offsetting the negative impact of the value of the 
Euro against Sterling. Risk weighted assets increased 3% to £17.3bn 
(2009: £16.8bn) in line with the growth in loans and advances to 
customers.

Negative returns on average equity and average tangible equity in 2010 
were the result of the deterioration in profitability.

Customer numbers increased 13% to 2.7 million (2009: 2.4 million) 
reflecting the growth in the underlying business and the benefit of the 
purchase of Citigroup’s Italian cards business.

Barclays PLC Annual Report 2011 www.barclays.com/annualreport 179

T
h

e
 strate

g
ic re

p
o

rt
G

o
ve

rn
a

n
ce

R
isk m

a
n

a
g

e
m

e
n

t
F

in
a

n
cia

l review
F

in
a

n
cia

l state
m

e
n

ts
S

h
a

re
h

o
ld

e
r in

fo
rm

atio
n



Financial review
Analysis of results by business continued

2011 
£m

2010 
£m

2009 
£m

Income Statement Information    

Net interest income 2,096 2,033 1,798 

Net fee and commission income 1,271 1,318 1,121 

Net trading income 70 53 49 

Net investment income 56 58 135 

Net premiums from insurance contracts 432 399 294 

Other income 57 54 66 

Total income 3,982 3,915 3,463 

Net claims and benefits incurred under insurance contracts (215) (215) (171)

Total income net of insurance claims 3,767 3,700 3,292 

Credit impairment charges and other provisions (464) (562) (688)

Net operating income 3,303 3,138 2,604 

Operating expenses (2,399) (2,418) (1,989)

Share of post-tax results of associates and joint ventures 4 3 (4)

Profit on disposal of subsidiaries, associates and joint ventures 2 81 21 

Profit before tax 910 804 632 

    

Adjusted profit before taxa 908 723 611 

    

Balance Sheet Information    

Loans and advances to customers at amortised cost £36.7bn £45.4bn £40.3bn

Customer accounts £30.1bn £31.3bn £26.1bn

Total assets £50.8bn £60.3bn £53.7bn

Risk weighted assets £33.4bn £38.4bn £29.0bn

2011
Africa Retail and Business Banking adjusted profit before tax improved 
26% to £908m reflecting business growth in South Africa and a 
significant improvement in credit impairments across the African 
continent offset by non-recurrence of a pension credit of £54m in 2010. 
Profit before tax improved 13% to £910m, with 2010 including a gain 
of £77m from the sale of the custody business.

Income improved 2% to £3,767m with good underlying growth offset 
by currency movements.

Net interest income improved 3% to £2,096m with the net interest margin 
up to 307bps (2010: 294bps). South Africa improved 9% to £1,628m 
due to strong liability growth and margin improvements, partially offset 
by the depreciation in the average value of the Rand against Sterling and 
a reduction in total advances to customers. The rest of the African 
businesses declined 12% to £468m due to Sterling appreciation and the 
impact of margin compression in both retail and corporate portfolios.

Note
a Adjusted profit before tax and adjusted performance measures excludes the impact of gains on acquisitions and disposals of £2m (2010: £81m; 2009: £21m).

Average customer assets decreased 6% to £38.9bn, driven by 
depreciation of major African currencies against Sterling and lower 
volumes. Customer asset margin remained stable at 311bps (2010: 
312bps). Improvement in South Africa driven by strong liability growth 
and margin improvements, partially offset by the depreciation in the 
average value of the Rand against Sterling and a reduction in total 
advances to customers.

Average customer liabilities increased 6% to £29.5bn driven by underlying 
growth in retail and commercial deposits of 13% in South Africa partially 
offset by depreciation of the Rand against Sterling. Customer liability 
margin remained stable at 227bps (2010: 225bps) as growth in high 
margin products within retail was offset by pressures on commercial 
margins.

Net fee and commission income declined 4% to £1,271m reflecting the 
impact of currency movements partially offset by the impact of volume 
growth and selected pricing increases.

Retail and Business Banking

Africa Retail and Business Banking
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£910m
profit before tax

£3,767m
total income net of insurance claims

Credit impairment charges decreased 17% to £464m reflecting improved 
economic conditions in South Africa and better recoveries across the 
continent, together with currency movements.

Operating expenses decreased 1% to £2,399m, primarily driven by strong 
cost management, currency movements and restructuring benefits 
partially offset by a one-off pension credit in 2010 and inflationary 
pressures.

Total loans and advances to customers decreased 19% to £36.7bn 
primarily reflecting a 16% impact from currency movements.

2010
Africa RBB profit before tax increased 27% to £804m mainly as a result 
of the 16% appreciation in the average value of the Rand against Sterling. 
Excluding one-off gains on disposal of £81m profit before tax increased 
18% to £723m. 

Income increased 12% to £3,700m primarily reflecting the impact of 
currency movements.

Net interest income improved 13% to £2,033m with the net interest 
margin up to 294bps. South Africa improved 15% to £1,500m reflecting 
the appreciation in the average value of the Rand against Sterling. 

Average customer assets increased 12% to £41.3bn primarily driven by 
the appreciation of the Rand. In Rand terms, retail loans and commercial 
mortgages remained stable as personal loans increased while cheque, 
instalment finance and commercial property finance balances showed 
a decline as a result of a slower take up of new loans by customers. 

Adjusteda Statutory

2011 2010 2009 2011 2010 2009 

Performance Measures       

Return on average equityb, c 10.0% 9.0% 6.8% 10.0% 11.5% 7.6%

Return on average tangible equityb, d 16.6% 15.9% 15.4% 16.7% 18.2% 16.2%

Return on average risk weighted assets 1.7% 1.6% 1.6% 1.7% 1.8% 1.7%

Loan loss rate (bps) 121 119 163 121 119 163 

Cost: income ratio 64% 65% 60% 64% 65% 60%

       

Key Facts       

Number of customers    14.5m 14.4m 14.3m

Number of ATMs    10,068 9,530 9,499 

       

Number of branches    1,354 1,321 1,347 

Number of sales centres    139 222 288 

Number of distribution points    1,493 1,543 1,635 

       

Number of employees (full time equivalent)e    45,300 47,700 47,600 

Notes
a Adjusted profit before tax and adjusted performance measures excludes the impact of gains on acquisitions and disposals of £2m (2010: £81m; 2009: £21m).
b Return on average equity and return on average tangible equity comparatives have been revised to use 10% of average risk weighted assets (previously 2010: 9%; 2009: 8%) in the 

calculation of average equity and average tangible equity. 
c The return on average equity differs from the return on the equity reported by Absa Group Ltd as the latter does not include goodwill arising from Barclays acquisition of the Absa Group 

and does include other Absa Group businesses that Barclays Group reports within Barclaycard, Barclays Capital and Barclays Wealth.
d Including non-controlling interests for Absa.
e The number of employees for 2010 has been revised to include 100 employees transferred from Head Office Functions and Other Operations.

Customer asset margin increased to 312bps (2009: 304bps) primarily 
as a result of the pricing of new loans and a change in the product mix 
as higher margin products grew faster than low margin combined with 
a reduction in funding costs.

Average customer liabilities increased 17% to £27.7bn primarily driven 
by the appreciation of the Rand. Customer liability margin decreased to 
225bps (2009: 250bps) due to significant competition for deposits in 
South Africa and margin compression in the rest of the continent. Absa’s 
hedging programme partly offset the impact of lower interest rates.

Net fee and commission income increased 18% to £1,318m mainly 
reflecting the impact of exchange rate movements and volume growth 
within South Africa.

Credit impairment charges decreased 18% to £562m primarily due to 
lower impairment charges on the retail portfolio as a result of a better 
economic environment and improved collections. 

Operating expenses increased 22% to £2,418m reflecting exchange rate 
movements and continued investment in growth initiatives and £40m 
restructuring costs, partially offset by a one-off credit of £54m relating 
to the Group’s recognition of a pension fund surplus.

Total assets increased 12% to £60.3bn mostly due to the impact of 
exchange rate movements. Risk weighted assets increased 32% to 
£38.4bn primarily due to the impact of exchange rate movements, 
enhancements to the retail model and wholesale credit remediation plan. 
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Financial review
Analysis of results by business continued

2011 
£m

2010 
£m

2009 
£m

Income Statement Information    

Net interest income 2,860 2,814 2,723 

Net fee and commission income 1,171 1,136 1,271 

Net trading loss (7) (8) (1)

Net investment income 10 39 23 

Net premiums from insurance contracts 42 50 44 

Other income 20 1 1 

Total income 4,096 4,032 4,061 

Net claims and benefits incurred under insurance contracts (1) (8) (20)

Total income net of insurance claims 4,095 4,024 4,041 

Credit impairment charges and other provisions (1,259) (1,688) (1,798)

Net operating income 2,836 2,336 2,243 

Operating expenses (excluding provision for PPI redress and goodwill impairment) (1,659) (1,570) (1,527)

Provision for PPI redress (600) – – 

Goodwill impairment (47) – – 

Operating expenses (2,306) (1,570) (1,527)

Share of post-tax results of associates and joint ventures 31 25 8 

Profit on disposal of subsidiaries, associates and joint ventures – – 3 

Profit before tax 561 791 727 

     

Adjusted profit before taxa 1,208 791 724 

     

Balance Sheet Information    

Loans and advances to customers at amortised cost £30.1bn £26.6bn £26.5bn

Total assets £33.8bn £30.3bn £30.3bn

Risk weighted assets £34.2bn £31.9bn £30.6bn

2011
Barclaycard adjusted profit before tax improved 53% to £1,208m. Profit 
before tax declined 29% to £561m after £600m provision for PPI redress 
and £47m goodwill impairment in the FirstPlus secured lending portfolio. 
Barclaycard’s international businesses profit increased driven by significant 
improvements in the US and South Africa. Both the Egg consumer card 
assets and the MBNA corporate card portfolio acquired during the first 
half of 2011 delivered profits.

Income improved 2% to £4,095m, with growth in balances driven by UK 
Cards partially offset by higher customer balance repayments in the US 
and depreciation of US Dollar against Sterling. Barclaycard’s UK businesses 
income improved 8% to £2,639m including contribution from Egg and 
MBNA portfolios, partially offset by continued run-off of the FirstPlus 
portfolio. Barclaycard’s International businesses income declined 7% to 
£1,456m due to customer balance repayments in the US and depreciation 
of the US Dollar against Sterling.

Note
a Adjusted profit before tax and adjusted performance measures excludes the impact of the provision for PPI redress of £600m (2010: £nil; 2009: £nil), £47m goodwill impairment in 

Firstplus secured lending portfolio (2010: £nil; 2009: £nil) and profit on disposal of £nil (2010: £nil; 2009: £3m).

Net interest income improved 2% to £2,860m. Average customer assets 
increased 5% to £30.3bn. UK Cards average extended card balances 
increased 27% to £11.2bn due to acquisitions and balance transfers, 
partially offset by higher customer balance repayments in the US and 
continued run-off of the FirstPlus portfolio. Customer asset margin was 
up 17bps to 952bps, with net interest margin down 33bps to 944bps due 
to hedge impact.

Credit impairment charges decreased 25% to £1,259m principally driven 
by lower charges in the cards portfolios, reflecting improved underlying 
delinquency performance, lower bankruptcies and charge-offs.

Operating expenses increased 47% to £2,306m, reflecting the provision 
for PPI redress, FirstPlus goodwill impairment and the impact of the Egg 
and MBNA acquisitions. Excluding these items, operating expenses were 
flat on prior year.

Retail and Business Banking

Barclaycard
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£561m
profit before tax

£4,095m
total income net of insurance claims

Total assets increased 12% to £33.8bn and risk weighted assets 
increased 7% to £34.2bn reflecting acquired portfolios and organic 
growth  in the UK. These were partially offset by continued run-off 
of the FirstPlus portfolio.

Adjusted return on average equity increased to 17.4% (2010: 12.5%) 
and adjusted return on average tangible equity increased to 23.0% 
(2010: 16.9%), reflecting increased profit after tax.

2010
Barclaycard profit before tax increased 9% to £791m. Barclaycard’s 
international businesses reported strong growth in profit before tax, 
particularly in South Africa and the US. South Africa card increased 85% 
to £176m (2009: £95m) primarily through lower underlying impairment. 
The US business was profitable following adoption of the requirements 
of the Credit Card Accountability, Responsibility and Disclosure Act in the 
US (US Credit CARD Act).

Income was £4,024m (2009:£4,041m) with the impact of the US Credit 
CARD Act broadly offset by balanced growth across the business. Over 
20% of income was generated from products other than consumer credit 
cards. Barclaycard’s UK businesses reported income at £2,453m (2009: 
£2,493m) reflecting the continued run-off of the FirstPlus secured lending 
portfolio and lower insurance-related income. International income 
increased 1% to £1,571m (2009: £1,548m) despite the impact of the 
US Credit CARD Act.

Net interest income increased 3% to £2,814m reflecting growth in UK 
consumer card extended credit balances, up 4% to £8.8bn (2009: 
£8.5bn), and the appreciation of the average value of the Rand against 
Sterling, partially offset by lower net interest income due to the impact 
of the US Credit CARD Act and the continued run-off of the FirstPlus 
portfolio. The customer asset margin improved to 935bps (2009: 
934bps), with the net interest margin at 977bps (2009: 969bps). 

Adjusteda Statutory

2011 2010 2009 2011 2010 2009 

Performance Measures       

Return on average equityb 17.4% 12.5% 11.9% 6.8% 12.5% 11.9%

Return on average tangible equityb 23.0% 16.9% 16.5% 9.0% 16.9% 16.6%

Return on average risk weighted assets 2.6% 1.9% 1.8% 1.2% 1.9% 1.8%

Loan loss rate (bps) 391 570 604 391 570 604 

Cost: income ratio 41% 39% 38% 56% 39% 38%

       

Key Facts       

30 day arrears rates – UK cards    2.7% 3.4% 4.2%

30 day arrears rates – US cards    3.1% 4.6% 6.1%

30 day arrears rates – South Africa cardsc    4.9% 7.2% 8.9%

Total number of Barclaycard customers    23.5m 21.7m 21.2m

Total average outstanding balances – Cards    £22.8bn £20.9bn £20.5bn

Total average extended credit balances – Cards    £19.1bn £17.0bn £16.4bn

Average outstanding balances – Loans    £5.0bn £5.5bn £6.0bn

Number of retailer relationships    87,000 87,000 87,000 

Number of employees (full time equivalent)    10,400 9,900 10,100 

Notes
a Adjusted profit before tax and adjusted performance measures excludes the impact of the provision for PPI redress of £600m (2010: £nil; 2009: £nil), £47m goodwill impairment in 

Firstplus secured lending portfolio (2010: £nil; 2009: £nil) and profit on disposal of £nil (2010: £nil; 2009: £3m).
b Return on average equity and return on average tangible equity comparatives have been revised to use 10% of average risk weighted assets (previously 2010: 9%; 2009: 8%) in the 

calculation of average equity and average tangible equity. 
c South Africa cards 30 day arrears rates revised to include approved debt counselling accounts.

Net fee and commission income decreased 11% to £1,136m primarily due 
to the impact of the US Credit CARD Act. Investment income of £39m 
included a gain of £38m from the sale of Visa shares and MasterCard 
shares (2009: £20m).

Credit impairment charges reduced 6% to £1,688m reflecting focused 
risk management and improving economic conditions. As a result, loan 
loss rates improved to 570bps (2009: 604bps). In addition, the 30-day 
delinquency rates for consumer card portfolios in the UK of 3.4% (2009: 
4.2%), in the US of 4.6% (2009: 6.1%) and in South Africa cards of 7.2% 
(2009: 8.9%) all reduced compared to 2009.

Operating expenses increased 3% to £1,570m. Excluding increased 
pension costs and the appreciation of the average value of the Rand 
against Sterling, operating expenses decreased compared to the 
prior year.

Total assets were flat at £30.3bn reflecting the appreciation of the US 
Dollar and the Rand against Sterling offset by the continued run-off of the 
First Plus portfolio.

Risk weighted assets increased 4% to £31.9bn (2009: £30.6bn), reflecting 
securitisation redemptions and the appreciation of the US Dollar and the 
Rand against Sterling.

Adjusted return on average equity of 12.5% (2009: 11.9%) and adjusted 
return on average tangible equity of 16.9% (2009: 16.5%) increased 
reflecting increased profit after tax.
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Financial review
Analysis of results by business continued

2011 
£m

2010 
£m

2009 
£m

Income Statement Information    

Net interest income 1,177 1,121 1,598 

Net fee and commission income 3,026 3,347 3,001 

Net trading income 5,264 7,986 9,005 

Net investment income/(loss) 873 752 (164)

Other income (5) 3 5 

Total income 10,335 13,209 13,445 

Credit impairment charges and other provisions (93) (543) (2,591)

Net operating income 10,242 12,666 10,854 

Operating expenses (7,289) (8,295) (6,592)

Share of post-tax results of associates and joint ventures 12 18 22 

Profit before taxa 2,965 4,389 4,284 

    

Adjusted profit before taxa 2,965 4,389 4,284 

    

Balance Sheet Information    

Loans and advances to banks and customers at amortised cost £158.6bn £149.7bn £162.6bn

Customer deposits £83.1bn £70.3bn £66.3bn

Total assets £1,158.4bn £1,094.8bn £1,019.1bn

Assets contributing to adjusted gross leverage £604.0bn £668.1bn £618.2bn

Risk weighted assets £186.7bn £191.3bn £181.1bn

Liquidity pool £152bn £154bn £127bn

2011
Barclays Capital profit before tax declined to £2,965m (2010: £4,389) 
driven by a 22% reduction in income to £10,335m in a challenging market 
environment, partially offset by reduced credit impairment charges and 
operating expenses, including compensation costs.

Fixed Income, Currency and Commodities (FICC) declined 27% to 
£6,325m, reflecting lower contributions from Rates, Credit, and 
Commodities in a challenging trading environment. Currency improved 
27% on 2010, benefiting from market volatility and strong client volumes.

Equities and Prime Services declined 14%, with reduced performance 
in cash equities and equity derivatives offset by improved client flow 
in equity financing.

Investment Banking reduced 10%. Equity underwriting was in line with 
the prior year, while financial advisory and debt underwriting were 
impacted by lower deal activity.

Note
a The impact of own credit movements in the fair value of structured note issuance of £2,708m (2010: £391m; 2009: loss of £1,820m) is now included within the results of Head Office 

Functions and Other Operations, rather than Barclays Capital. This reflects the fact that these fair value movements relate to the credit worthiness of the issuer as a whole, rather than 
Barclays Capital in particular, and are not included within any assessment of Barclays Capital’s underlying performance. Furthermore, delays to planned changes in accounting standards 
will mean own credit movements are likely to continue to be reflected in the income statement for the foreseeable future.

Credit impairment charge of £93m reflecting charges primarily relating 
to leveraged finance, offset by a release of £223m of the impairment 
allowance relating to the Protium loan.

Operating expenses reduced 12% to £7,289m, reflecting a decrease in 
both non-compensation and compensation costs. The 2011 bonus pool 
decreased 32% to £1.5bn compared to a decrease in headcount of 3%.

Assets contributing to adjusted gross leverage decreased 10% to £604bn 
primarily due to a reduction in reverse repurchase transactions. Total 
assets increased 6% to £1,158bn, reflecting increases in the fair value 
of gross interest rate derivative assets offset by a reduction in reverse 
repurchase agreements.

Credit market exposures of £15.2bn, reduced by £8.7bn primarily driven 
by sale of assets formerly held as Protium collateral and commercial real 
estate loans and properties.

Barclays Capital
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£2,965m
profit before tax

£10,335m
total income

Risk weighted assets down 2% to £187bn, reflecting lower levels of client 
activity, risk reduction and reduction in credit market exposures, more 
than offsetting the impact of CRD3.

Return on average equity decreased to 10.4% (2010: 13.5%) and return on 
average risk weighted assets to 1.2% (2010: 1.5%), reflecting difficult 
market conditions.

2010
Barclays Capital profit before tax increased 2% to £4,389m.

Net operating income for 2010 increased 17% to £12,666m reflecting 
significant reduction both in credit market losses taken through income 
to £124m (2009: £4,417m) and in impairment charges to £543m (2009: 
£2,591m).

Fixed Income, Currency and Commodities income declined 6% to 
£8,687m, reflecting lower contributions particularly from Rates and 
Commodities despite significant reductions in credit market losses. 

Higher funding costs also led to a reduction in net interest income. 
Equities and Prime Services decreased 6% to £2,040m due to the 
subdued market activity in European equity derivatives, partially offset by 
improved client flow in cash equities and equity financing, as the benefits 
of the build-out of the cash equities business started to come through. 
Investment Banking, which comprises advisory businesses and equity and 
debt underwriting, increased 3% to £2,243m as a result of continued 
growth in banking activities. 

Fee and commission income increased 12% to £3,347m across 
Investment Banking and Equities with a higher contribution from Asia. 
Principal Investments generated income of £239m which contributed to 

Adjusteda Statutory

2011 2010 2009 2011 2010 2009 

Performance Measures       

Return on average equityb 10.4% 13.5% 13.3% 10.4% 13.5% 13.3%

Return on average tangible equityb 10.8% 14.1% 14.0% 10.8% 14.1% 14.0%

Return on average risk weighted assets 1.2% 1.5% 1.4% 1.2% 1.5% 1.4%

Loan loss rate (bps) 8 42 115 8 42 115 

Cost: income ratio 71% 63% 49% 71% 63% 49%

Cost: net operating income ratio 71% 65% 61% 71% 65% 61%

Compensation: income ratio 47% 43% 33% 47% 43% 33%

Average income per employee (000s) £424 £529 £596 £424 £529 £596

       

Other measures       

Average DVaR (95%)    £57m £53m £77m

Number of employees (full time equivalent)    24,000 24,800 23,200 

Notes
a The impact of own credit movements in the fair value of structured note issuance of £2,708m (2010: £391m; 2009: loss of £1,820m) is now included within the results of Head Office 

Functions and Other Operations, rather than Barclays Capital. This reflects the fact that these fair value movements relate to the credit worthiness of the issuer as a whole, rather than 
Barclays Capital in particular, and are not included within any assessment of Barclays Capital’s underlying performance. Furthermore, delays to planned changes in accounting standards 
will mean own credit movements are likely to continue to be reflected in the income statement for the foreseeable future.

b Return on average equity and return on average tangible equity comparatives have been revised to use 10% of average risk weighted assets (previously 2010: 9%; 2009: 8%) in the 
calculation of average equity and average tangible equity.

the increase in net investment income to £752m in addition to an increase 
in income from the disposal of available for sale assets and a reduction in 
fair value losses on assets held at fair value.

Credit impairment charges of £543m included credit market impairment 
of £621m (2009: £1,669m) primarily relating to the difference between 
the carrying value of the Protium loan and the fair value of the underlying 
assets supporting the loan which followed a reassessment of the expected 
realisation period. Non-credit market related impairment was a release of 
£78m (2009: charge of £922m).

Operating expenses increased 26% to £8,295m which largely reflected 
investment in our sales, origination, trading and research activities, 
increased charges relating to prior year compensation deferrals and 
restructuring costs. The cost: net operating income ratio was 65% 
(2009: 61%).

Total assets increased 7% to £1,095bn. The increase reflected the net 
depreciation in the value of Sterling relative to other currencies in which 
our assets are denominated, growth in reverse repurchase trading and 
an increase in the liquidity pool to £154bn (2009: £127bn). 

Assets contributing to adjusted gross leverage increased 8% to £668bn. 
Risk weighted assets increased 6% to £191bn due to changes in 
methodology and the impact of foreign exchange rate movements, 
offset by reductions resulting from capital management efficiencies.

Return on average equity increased to 13.5% (2009: 13.3%), return on 
average tangible equity increased to 14.1% (2009: 14.0%) and return on 
average risk weighted assets increased to 1.5% (2009: 1.4%) reflecting 
increased profit after tax.

Analysis of Total Income Year ended 31 December

2011 
£m

2010 
£m

2009 
£m

Fixed Income, Currency and Commodities 6,325 8,687 9,235 

Equities and Prime Services 1,751 2,040 2,165 

Investment Banking 2,027 2,243 2,188 

Principal Investments 232 239 (143)

Total income 10,335 13,209 13,445 
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Financial review
Analysis of results by business continued

2011 
£m

2010 
£m

2009 
£m

Income Statement Information    

Net interest income 2,036 2,004 2,083 

Net fee and commission income 929 910 1,002 

Net trading (expense)/income (99) 80 18 

Net investment income/(loss) 29 (32) (46)

Gains on debt buy-backs and extinguishments – – 85 

Other income 17 12 39 

Total income 2,912 2,974 3,181 

Credit impairment charges and other provisions (1,149) (1,696) (1,558)

Net operating income 1,763 1,278 1,623 

Operating expenses excluding goodwill impairment (1,639) (1,664) (1,466)

Goodwill impairment (123) (243) –

Operating expenses (1,762) (1,907) (1,466)

Share of post-tax results of associates and joint ventures 2 (2) –

Loss on disposal of subsidiaries, associates and joint ventures (73) – –

(Loss)/profit before tax (70) (631) 157 

    

Adjusted profit/(loss) before taxa 126 (388) 73 

    

Balance Sheet Information and Key Facts    

Loans and advances to customers at amortised cost £64.6bn £65.7bn £70.7bn

Loans and advances to customers at fair value £17.2bn £14.4bn £13.1bn

Customer deposits £77.7bn £71.0bn £66.3bn

Total assets £88.7bn £85.7bn £88.8bn

Risk weighted assets £69.7bn £70.8bn £76.9bn

Number of employees (full time equivalents) 9,700 11,900 12,900 

2011
Barclays Corporate adjusted profit before tax improved to £126m (2010: 
loss of £388m), reflecting significant progress in restructuring overseas 
operations and improved credit impairment in Europe. Loss before tax 
improved to £70m (2010: £631m loss), including £123m impairment of 
Spanish goodwill and £73m loss on the disposal of Barclays Bank Russia 
(BBR).

UK profit before tax declined £87m to £747m including a decline in the net 
valuation of fair value loans. Excluding this item, underlying UK performance 
improved, reflecting increased net investment and fee and commission 
income and improving credit impairment, partially offset by an increase in 
costs mainly from the non-recurrence of a prior year pension credit and 
continued investment in infrastructure. Europe loss before tax reduced 24% 
to £647m, reflecting lower credit impairment partially offset by the goodwill 
impairment in Spain. Rest of the World loss before tax reduced 72% to 
£170m, principally due to the non-recurrence of a prior year goodwill 
impairment in BBR, lower operating expenses and an improvement in 
loan loss rates, partially offset by the loss on disposal of BBR.

Note
a Adjusted profit before tax and performance measures exclude the impact of loss on disposal of Barclays Bank Russia of £73m (2010: £nil; 2009: £nil) and £123m of Spain goodwill 

impairment (2010: £243m: 2009: £nil). 2010 adjusted loss before tax has been revised to exclude goodwill impairment of £243m on Barclays Bank Russia. 2009 adjusted profit before tax 
has been revised to exclude gains on debt buy-backs and extinguishments of £85m.

Net interest income improved 2% to £2,036m driven by increases in UK 
customer liabilities and customer liability margins. Net interest margin 
decreased to 146bps (2010: 153bps), with average customer assets 
decreasing 2% to £68.7bn and average customer liabilities increasing 
16% to £70.6bn.

Credit impairment charges reduced 32% to £1,149m, as overall loan loss 
rates improved to 162bps (2010: 226bps). UK reduced 23% to £355m, 
benefiting from lower default rates and tightly controlled exposure to 
commercial real estate loans. Europe reduced 33% to £716m primarily 
due to lower impairment charges in Spain of £480m (2010: £898m), 
reflecting proactive risk management action to reduce exposure to the 
property and construction sector. Rest of the World reduced 53% to 
£78m, primarily as a result of management action to reduce risk profile 
of portfolios.

Operating expenses reduced by 2% to £1,639m, excluding the impact 
of goodwill impairment. A decrease in restructuring charges and benefits 
from streamlining operations more than offset the impact of the 
non-recurrence of the prior year pension credit.

Barclays Corporate
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£70m
loss before tax

£2,912m
total income

Total assets increased to £88.7bn (2010: £85.7bn) mainly driven by higher 
balances in the UK. There was good growth in customer deposits to £77.7bn 
(2010: £71.0bn), largely within the UK, benefiting from product innovation.

Risk weighted assets decreased 2% to £69.7bn reflecting reductions in net 
exposures in Europe and Rest of the World, partially offset by higher net 
balances in the UK.

2010
Barclays Corporate recorded a loss before tax of £631m (2009: profit of 
£157m). An improvement in the result of the profitable UK business was more 
than offset by increased losses in Europe, notably Spain, and Rest of the World.

Profit before tax in the UK increased 13% to £834m. Performance was 
primarily driven by significantly reduced impairment. Loss before tax in 
Europe increased to a loss of £853m mainly due to impairments on 
property and construction exposures in Spain. Rest of the World recorded 
a loss before tax of £612m reflecting the write down of the £243m 
goodwill relating to Barclays Bank Russia (BBR) and restructuring costs 
totalling £119m, including £25m relating to restructuring of the Russian 
business. These were partially offset by a substantial reduction in 
impairment charges and tight control of operating expenses.

Total income decreased 7% to £2,974m mainly as a result of lower 
treasury management income and reduced risk appetite outside the UK. 
Excluding the 2009 gains on buy-backs of securitised debt of £85m and 
fair value adjustments in 2010, UK income remained resilient.

Net interest income fell 4% to £2,004m reflecting lower treasury 
management income and higher funding charges in Europe and reduced 
average asset balances in Rest of the World. UK net interest income 
increased 2% (£29m), with higher deposit income reflecting strong 
growth in balances, offset by reduced demand for lending and higher 
funding costs. Barclays Corporate net interest margin decreased 12bps 
to 153bps (2009: 165bps).

Adjusteda Statutory

2011 2010 2009 2011 2010 2009 

Performance Measures       

Return on average equityb 1.3% (4.1%) 0.7% (1.4%) (7.1%) 1.4%

Return on average tangible equityb 1.4% (4.4%) 0.8% (1.5%) (7.7%) 1.5%

Return on average risk weighted assets 0.1% (0.5%) 0.1% (0.2%) (0.8%) 0.1%

Loan loss rate (bps) 162 226 211 162 226 211 

Cost: income ratio 56% 56% 46% 61% 64% 46%

Income Statement Information 2011 2010

UK
£m

Europe
£m

RoW
£m 

Total
£m

UK
£m

Europe
£m

RoW
£m 

Total
£m

Income 2,199 440 273 2,912 2,279 428 267 2,974 

Credit impairment charges and other  
provisions 

(355) (716) (78) (1,149) (459) (1,072) (165) (1,696)

Operating expenses excluding goodwill 
impairment 

(1,099) (248) (292) (1,639) (984) (209) (471) (1,664)

Goodwill impairment – (123) – (123) – – (243) (243)

Share of post-tax results of associates  
and joint ventures 

2 – – 2 (2) – – (2)

Loss on disposal of subsidiaries, associates 
and joint ventures 

– – (73) (73) – – – –

Profit/(loss) before tax 747 (647) (170) (70) 834 (853) (612) (631)

         

Adjusted profit/(loss) before taxa 747 (524) (97) 126 834 (853) (369) (388)

Notes
a Adjusted profit before tax and performance measures exclude the impact of loss on disposal of Barclays Bank Russia of £73m (2010: £nil; 2009: £nil) and £123m of Spain goodwill 

impairment (2010: £243m: 2009: £nil). 2010 adjusted loss before tax has been revised to exclude goodwill impairment of £243m on Barclays Bank Russia. 2009 adjusted profit before tax 
has been revised to exclude gains on debt buy-backs and extinguishments of £85m.

b Return on average equity and return on average tangible equity comparatives have been revised to use 10% of average risk weighted assets (previously 2010: 9%; 2009: 8%) in the 
calculation of average equity and average tangible equity. 

Net fees and commissions fell 9% to £910m driven by lower debt fees and 
treasury income. Net trading income increased to £80m mainly as a result 
of loan fair value adjustments in the UK. Net investment loss decreased to 
£32m reflecting reduced write downs in venture capital investments.

Credit impairment charges increased to £1,696m, primarily in Spain where 
a £630m increase to £898m was driven by depressed market conditions 
in the property and construction sector, including some significant single 
name cases. This was partly offset by an improvement of £290m in UK 
reflecting lower default rates and fewer insolvencies; and an improvement 
in Rest of the World of £206m, including £130m in the retail book. Loan 
loss rates increased to 226bps (2009: 211bps).

Operating expenses grew 30% to £1,907m, reflecting the write down of 
the £243m of goodwill relating to BBR and associated restructuring costs 
of £25m, as well as previously announced restructuring costs of £94m in 
other geographies within Rest of the World (predominantly relating to 
Indonesia), higher pension costs in the UK, and increased investment 
spend as Barclays Corporate continued to invest in its infrastructure to 
deliver leading product and superior client service capabilities.

There was strong growth in total average customer accounts which grew 
21% to £60.9bn, mostly within the UK, as a result of significant increases 
in current account balances and deposits benefiting from product 
innovation. As a result, the balance between loans and deposits, including 
banks, in the UK moved by £8bn to surplus deposits of £1.8bn.

Risk weighted assets fell 8% to £70.8bn (2009: £76.9bn) reflecting lower 
levels of customer assets across the business and improvements in the 
credit quality of the UK portfolio. Negative returns on average equity, 
average tangible equity and average risk weighted assets in 2010 were 
the result of the increased losses in Europe and Rest of the World, which 
more than offset the improved profitability of UK.
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Financial review
Analysis of results by business continued

2011 
£m

2010 
£m

2009 
£m

Income Statement Information    

Net interest income 798 678 503 

Net fee and commission income 943 869 792 

Net trading income 5 11 7 

Net investment income – 2 13 

Other (expense)/income (2) – 7 

Total income 1,744 1,560 1,322 

Credit impairment charges and other provisions (41) (48) (51)

Net operating income 1,703 1,512 1,271 

Operating expenses (1,493) (1,349) (1,129)

Share of post-tax results of associates and joint ventures (3) – –

Profit on disposal of subsidiaries, associates and joint ventures – – 1 

Profit before tax 207 163 143 

    

Adjusted profit before taxa 207 163 142 

    

Balance Sheet Information    

Loans and advances to customers at amortised cost £18.8bn £16.1bn £13.0bn

Customer deposits £46.5bn £44.8bn £38.4bn

Total assets £20.9bn £17.8bn £14.9bn

Risk weighted assets £13.1bn £12.4bn £11.4bn

2011
Barclays Wealth profit before tax increased 27% to £207m driven by 
strong income growth partly offset by increased investment in the growth 
of the business.

Income improved 12% to £1,744m reflecting strong income growth in 
the High Net Worth businesses. Net operating income improved 13% to 
£1,703m with the loan loss rate reducing to 21bps (2010: 29bps).

Net interest income improved 18% to £798m as customer deposit and 
loan balances have increased reflecting growth in High Net Worth client 
balances and an increase in margins on deposits. Net interest margin 

Note
a 2009 adjusted profit before tax and adjusted performance measures excludes the impact of profit on disposal of subsidiaries, associates and joint ventures of £1m.

increased to 129bps from 122bps with average customer deposits 
up £3.6bn to £44.5bn and average loans up £3.0bn to £17.5bn.

Net fee and commission income improved 9% to £943m driven by 
higher transactional activity in the High Net Worth businesses.

Operating expenses increased 11% to £1,493m reflecting increase in 
investment spend and related restructuring costs to support the strategic 
investment programme. Includes the cost of increase in the client facing 
staff and infrastructure to support the High Net Worth businesses.

Barclays Wealth
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£207m
profit before tax

£1,744m
total income

Risk weighted assets increased 6% to £13.1bn. This compares to growth 
in lending of 17%, with an increased level of collateral in the lending 
portfolio.

Client assets increased marginally to £164.2bn (2010: £163.9bn) with 
strong net new asset growth in the High Net Worth businesses offset 
by market, foreign exchange and other movements.

Return on average equity increased to 10.9% (2010: 8.8%) and return 
on average tangible equity up to 15.0% (2010: 12.3%) with growth in 
income and profit before tax significantly higher than increased equity.

2010
Barclays Wealth profit before tax increased 14% to £163m.

Income increased 18% to £1,560m principally from growth in the High 
Net Worth businesses and higher attributable net interest income from 
the revised internal funds pricing mechanism.

Net interest income increased 35% to £678m, mostly due to changes in 
internal funds pricing which gives credit for the behaviourally long-term 
deposits held by Barclays Wealth. The net interest margin increased to 
122bps (2009: 102bps). This reflects the increase in the customer liability 

Adjusteda Statutory

2011 2010 2009 2011 2010 2009 

Performance Measures       

Return on average equityb 10.9% 8.8% 7.6% 10.9% 8.8% 7.7%

Return on average tangible equityb 15.0% 12.3% 10.9% 15.0% 12.3% 11.0%

Return on average risk weighted assets 1.5% 1.2% 1.1% 1.5% 1.2% 1.1%

Loan loss rate (bps) 21 29 38 21 29 38 

Cost: income ratio 86% 86% 85% 86% 86% 85%

       

Other financial measures       

Total client assets    £164.2bn £163.9bn £151.2bn

Number of employees    7,700 7,700 7,400 

Notes
a 2009 adjusted profit before tax and adjusted performance measures excludes the impact of profit on disposal of subsidiaries, associates and joint ventures of £1m.
b Return on average equity and return on average tangible equity comparatives have been revised to use 10% of average risk weighted assets (previously 2010: 9%; 2009: 8%) in the 

calculation of average equity and average tangible equity.

margin from 53bps to 87bps as well as the reduction in the customer 
asset margin from 101bps to 81bps. Customer accounts grew 17% to 
£44.8bn and loans and advances to customers grew 24% to £16.1bn.

Net fee and commission income increased 10% to £869m primarily driven 
by higher transactional activity with High Net Worth clients.

Operating expenses increased 19% to £1,349m, principally due to the 
impact of the growth in High Net Worth business revenues on staff and 
infrastructure costs and the start of Barclays Wealth’s strategic 
investment programme. 

Total client assets, comprising customer deposits and client investments, 
were £163.9bn (2009: £151.2bn) with underlying net new asset inflows of 
£6bn. Risk weighted assets increased 9% to £12.4bn reflecting growth in 
loans and advances, impact of exchange rate movements and collateral 
management.

Stable returns on average equity and average tangible equity, reflected 
the strong performance of the business offset by the cost of strategic 
investment and the increase in capital allocation.
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Financial review
Analysis of results by business continued

2011 
£m

2010 
£m

2009 
£m

Income Statement Information    

Total income 53 78 40 

Impairment of investment in BlackRock, Inc. (1,800) – –

Net operating income (1,747) 78 40 

Operating expenses (15) (11) (17)

Loss on disposal of subsidiaries, associates and joint ventures – – (1)

(Loss)/Profit before tax (1,762) 67 22 

     

Adjusted profit before taxa 96 67 23 

     

Balance Sheet Information    

Total assets £4.1bn £4.6bn £5.4bn

Risk weighted assets £0.1bn £0.1bn £0.1bn

2011
Investment Management profit before tax of £96m (2010: £67m), 
principally reflecting dividend income of £123m (2010: £100m) from 
the Group’s available for sale holding in BlackRock, Inc. which represents 
a 19.7% (2010: 19.9%) interest.

The loss before tax of £1,762m (2010: profit of £67m) resulted from the 
£1,800m impairment of the Group’s investment in BlackRock, Inc. The 
impairment reflects the recycling through the income statement of the 
cumulative reduction in market value of the Group’s investment in 
BlackRock, Inc. as at 30 September 2011 previously recognised in equity.

The fair value of the holding as at 31 December 2011 was £4.1bn (2010: 
£4.6bn). Since 30 September 2011, the value of the holding has increased 
by £0.7bn, which has been taken to equity. For regulatory capital purposes, 
the increase is deducted from the Group’s Core Tier 1. If the increase had 
been included in Core Tier 1 Capital, the Group’s Core Tier 1 Capital ratio 
would have been 0.2% higher.

2010
Investment Management profit before tax of £67m (2009: £22m) 
principally reflected dividend income from the 19.9% holding in BlackRock, 
Inc., which was acquired as part of the consideration for the sale of 
Barclays Global Investors on 1 December 2009.

Total assets as at 31 December 2010 of £4.6bn (2009: £5.4bn) 
reflected the fair value of the Group’s investment in 37.567 million 
BlackRock, Inc. shares.

The available for sale reserve impact of £1.1bn relating to this investment 
as at 31 December 2010 resulted in an adverse impact of approximately 
20bps in the Core Tier 1 ratio over the year. The offsetting appreciation in 
the shares’ US Dollar value against Sterling of £0.3bn was hedged by 
foreign exchange instruments.

The holding was assessed for impairment by the Group as at 31 
December 2010. This analysis identified that the reduction in fair value 
from the original acquisition value was not significant or prolonged in the 
light of an increase in share price through the second half of the year and 
ongoing price volatility and, as such, no impairment was recognised.

Investment Management

Note
a Adjusted profit before tax excludes £1,800m impairment of investment in BlackRock, Inc. (2010:£nil; 2009: £nil) and a £58m loss (2010: £nil; 2009:£nil) on disposal of a portion of the 

Group’s strategic investment in BlackRock, Inc. recycled through investment income. 2009 adjusted profit before tax excludes £1m loss on disposal of subsidiaries, associates and joint 
ventures.
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2011
Head Office Functions and Other Operations adjusted loss before tax 
increased 46% to £1,106m, principally as a result of a £325m charge 
arising from the UK bank levy that came into force during 2011. Profit 
before tax improved significantly to £2,709m (2010: loss of £368m), 
reflecting own credit gains and gains on debt buy-backs.

Total income improved to £3,504m (2010: £213m). Own credit gains, 
increased to £2,708m (2010: £391m) and gains on debt buy-backs of 
£1,130m (2010: £nil) were recognised resulting from the retirement of 
Tier 1 capital, which will not qualify as Tier 1 capital under Basel 3. This 
was partially offset by the non-recurrence in 2011 of £265m income from 
currency translation reserves following the repatriation of capital from 
overseas operations that was recognised in 2010.

Operating expenses increased to £773m (2010: £579m) principally due to 
the UK bank levy of £325m and higher Financial Services Compensation 
Scheme (FSCS) costs, partially offset by non recurrence of a 2010 
provision of £194m in relation to resolution of the investigation into 
Barclays compliance with US economic sanctions. The loss on disposal of 
£23m reflects losses from currency translation reserves recognised in the 
income statement following the disposal of Barclays Bank Russia.

Total assets increased 33% to £27.8bn due to purchases of government 
bonds to support the Group’s hedging and liquidity management activities.

2011 
£m

2010 
£m

2009 
£m

Total income net of insurance claims (excluding own credit and gains on debt buy-backs) (334) (178) (1,136)

Own credit 2,708 391 (1,820)

Gains on debt buy-backs and extinguishments 1,130 – 1,164 

Total income net of insurance claims 3,504 213 (1,792)

Credit impairment release/(charge) and other provisions 1 (2) (16)

Net operating income/(loss) 3,505 211 (1,808)

Operating expenses (excluding UK bank levy) (448) (579) (570)

UK bank levy (325) – – 

Operating expenses (773) (579) (570)

Share of post-tax results of associates and joint ventures – – 1 

Profit on disposal of associates and joint ventures (23) – 7 

Profit/(loss) before taxa 2,709 (368) (2,370)

     

Adjusted loss before taxb (1,106) (759) (1,721)

     

Balance Sheet Information and key facts    

Total assets £27.8bn £20.9bn £6.4bn

Risk weighted assets £2.4bn £0.6bn £0.9bn

Number of employees (full time equivalent)c 1,400 1,400 1,500 

2010
Head Office Functions and Other Operations adjusted loss before tax 
decreased £962m to a loss of £759m. The results for 2009 reflected a net 
gain on debt buy-backs of £1,164m, while 2010 benefited notably from a 
significant decrease in the costs of the central funding activity and a 
reclassification of profit from the currency translation reserve. Loss before 
tax reduced significantly to £368m (2010: loss of £2,370m), primarily due 
to own credit gains of £391m (2009: loss of £1,820m).

Net operating income increased to £211m (2009: loss of £1,808m) principally 
reflecting own credit movements, significant decrease in the costs of the central 
funding activity as the money market dislocations eased and recognition in 
the income statement of £265m of profit from the currency translation 
reserve, offset by increases in fees for structured capital market activities.

Operating expenses increased to £579m (2009: £570m) principally due 
to payment of a £194m settlement to US regulators in resolution of the 
investigation into Barclays compliance with US economic sanctions, 
partially offset by a reduction in the bank payroll tax charge to £96m 
(2009: £225m) and a reduction of £59m in Financial Services 
Compensation Scheme charges.

Total assets increased to £20.9bn (2009: £6.4bn), largely due to a £7.4bn 
net increase in gilts held for the equity structural hedge and £6.8bn of 
covered bonds and other notes.

Head Office Functions and Other Operations

Notes
a The impact of own credit movements in the fair value of structured note issuance of £2,708m (2010: £391m; 2009: loss of £1,820m) is now included within the results of Head Office 

Functions and Other Operations, rather than Barclays Capital. This reflects the fact that these fair value movements relate to the credit worthiness of the Group as a whole, rather than 
Barclays Capital in particular, and are not included within any assessment of Barclays Capital’s underlying performance. Furthermore, delays to planned changes in accounting standards 
will mean own credit movements are likely to continue to be reflected in the income statement for the foreseeable future.

b Adjusted loss before tax excludes the impact of own credit gains of £2,708m (2010: £391m; 2009: loss of £1,820m); gains on debt buybacks of £1,130m (2010: £nil; 2009: £1,164m) and 
£23m (2010: £nil; 2009: gain £7m) loss on disposal of subsidiaries associates and joint ventures.

c The number of employees for 2010 has been revised to exclude 100 employees transferred to Africa RBB.
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Mentoring

Barclays employees volunteer as mentors to help participants improve  
their confidence, communication skills and job prospects.
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Presentation of information

BBA Code for Financial Reporting Disclosure
In September 2010, the British Bankers’ Association published a Code 
for Financial Reporting Disclosure (the Code). The Code sets out five 
disclosure principles together with supporting guidance. The principles 
are that UK banks will: 

 – provide high quality, meaningful and decision-useful disclosures; 

 – review and enhance their financial instrument disclosures for key areas 
of interest; 

 – assess the applicability and relevance of good practice 
recommendations to their disclosures acknowledging the importance 
of such guidance; 

 – seek to enhance the comparability of financial statement disclosures 
across the UK banking sector; and 

 – clearly differentiate in their annual reports between information that 
is audited and information that is unaudited.

Barclays has adopted the BBA Code for Financial Reporting Disclosure and 
has prepared the 2011 Annual Report and Accounts in compliance with 
the Code.

The Group aims to continually enhance its disclosures and their 
usefulness to the readers of the financial statements in the light of 
developing market practice and areas of focus. In 2011 we have:

 – continued to streamline disclosure to focus on significant decision-
useful information, for example providing detailed disclosure on 
individual employee share schemes only where material in the context 
of the income statement charge, dilution of capital or Executive 
remuneration;

 – included certain more detailed or static information in other published 
documents with clear references to where these may be found, 
for example risk management methodologies (included in Pillar 3 
reporting) and the glossary (published separately on-line);

 – reorganised the information in the Notes to the Accounts under 
common topics to facilitate readers’ understanding;

 – included descriptions of significant accounting policies, critical 
accounting estimates and future accounting developments within 
the note to which they relate, thereby including related information 
in one place;

 – continued to enhance our disclosures, with specific focus on: 

 – the effects of collateral on our maximum exposure to credit risk 
following amendments to IFRS 7 Financial Instruments (page 80);

 – exposures to selected countries (page 112);

 – liquidity disclosures including information on funding structure and 
secured funding (page 139);

 – credit risk and loans subject to forbearance (pages 99 and 103);

 – provisions relating to PPI redress (page 246); 

 – reconciliation of balance sheet figures to regulatory capital resources 
(page 133);

 – accounting for deferred employee remuneration and the 
reconciliation of awards to performance costs (page 65); and

 – accounting for deferred tax assets (page 213).

Statutory Accounts
The consolidated accounts of Barclays PLC and its subsidiaries are set out 
on pages 197 to 201along with the accounts of Barclays PLC itself on 
pages 202 to 203. The accounting policies and the notes commencing on 
page 204 apply equally to both sets of accounts unless otherwise stated.
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Independent Auditors’ report

Independent Auditors’ report to the members of Barclays PLC
We have audited the financial statements of Barclays PLC for the year 
ended 31 December 2011 which comprise: the Consolidated and Parent 
income statements and the related Consolidated statement of 
comprehensive income, Consolidated and Parent balance sheets, 
Consolidated and Parent statements of changes in equity and 
Consolidated and Parent cash flow statements, the related notes and 
the parts of the Risk Management and Financial review sections that are 
referenced as audited. The financial reporting framework that has been 
applied in their preparation is applicable law and International Financial 
Reporting Standards (IFRSs) as adopted by the European Union.

Respective responsibilities of Directors and Auditors
As explained more fully in the Directors’ Responsibilities Statement, 
the directors are responsible for the preparation of the financial 
statements and for being satisfied that they give a true and fair view. 
Our responsibility is to audit and express an opinion on the financial 
statements in accordance with applicable law and International Standards 
on Auditing (UK and Ireland). Those standards require us to comply with 
the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the 
company’s members as a body in accordance with Chapter 3 of Part 16 of 
the Companies Act 2006 and for no other purpose. We do not, in giving 
these opinions, accept or assume responsibility for any other purpose or 
to any other person to whom this report is shown or into whose hands it 
may come save where expressly agreed by our prior consent in writing.

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures 
in the financial statements sufficient to give reasonable assurance that the 
financial statements are free from material misstatement, whether caused 
by fraud or error. This includes an assessment of: whether the accounting 
policies are appropriate to the group’s and the parent company’s 
circumstances and have been consistently applied and adequately 
disclosed; the reasonableness of significant accounting estimates made 
by the directors; and the overall presentation of the financial statements. 
In addition, we read all the financial and non-financial information in the 
annual report to identify material inconsistencies with the audited financial 
statements. If we become aware of any apparent material misstatements 
or inconsistencies we consider the implications for our report.

Opinion on the financial statements
In our opinion, the financial statements:

 – give a true and fair view of the state of the group’s and of the parent 
company’s affairs as at 31 December 2011 and of the group’s and the 
parent company’s profit and cash flows for the year then ended;

 – have been properly prepared in accordance with IFRSs as adopted by 
the European Union; and 

 – have been prepared in accordance with the requirements of the 
Companies Act 2006 and, as regards the group financial statements, 
Article 4 of the lAS Regulation.

Notes
a The maintenance and integrity of Barclays website is the responsibility of the Directors; 

the work carried out by the Auditors does not involve consideration of these matters and, 
accordingly, the Auditors accept no responsibility for any changes that may have occurred 
to the financial statements since they were initially presented on the website.

b Legislation in the United Kingdom governing the preparation and dissemination of 
financial statements may differ from legislation in other jurisdictions.

Opinion on other matters prescribed by the Companies Act 2006
In our opinion:

 – the part of the Directors’ Remuneration Report to be audited has been 
properly prepared in accordance with the Companies Act 2006;

 – the information given in the Directors’ Report for the financial year for 
which the financial statements are prepared is consistent with the 
financial statements; and

 – the information given in the Corporate Governance Statement with 
respect to internal control and risk management systems and about 
share capital structures is consistent with the financial statements.

Matters on which we are required to report by exception
We have nothing to report in respect of the following:

Under the Companies Act 2006 we are required to report to you if, in our 
opinion:

 – adequate accounting records have not been kept by the parent 
company, or returns adequate for our audit have not been received from 
branches not visited by us; or

 – the parent company financial statements and the part of the Directors’ 
Remuneration Report to be audited are not in agreement with the 
accounting records and returns; or

 – certain disclosures of directors’ remuneration specified by law are not 
made; or

 – we have not received all the information and explanations we require 
for our audit; or

 – a corporate governance statement has not been prepared by the parent 
company.

Under the Listing Rules we are required to review:

 – the directors’ statement, set out in the Corporate Governance section, 
in relation to going concern;

 – the parts of the Corporate Governance Statement relating to the 
company’s compliance with the nine provisions of the UK Combined 
Code on Corporate Governance specified for our review; and

 – certain elements of the report to shareholders by the Board on 
directors’ remuneration.

Andrew Ratcliffe (Senior Statutory Auditor)
for and on behalf of
PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London, United Kingdom
7 March 2012
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Independent Registered Public Accounting Firm’s report

Report of Independent Registered Public Accounting Firm 
To the Board of Directors and Shareholders of Barclays PLC
In our opinion, the accompanying Consolidated income statements and 
the related Consolidated balance sheets, Consolidated cash flow 
statements and, Consolidated statements of comprehensive income and 
Consolidated statements of changes in equity present fairly, in all material 
respects, the financial position of Barclays PLC (the ‘Company’) and its 
subsidiaries at 31 December 2011 and 31 December 2010 and the results 
of their operations and cash flows for each of the three years in the period 
ended 31 December 2011, in conformity with International Financial 
Reporting Standards (IFRSs) as issued by the International Accounting 
Standards Board. Also, in our opinion the Company maintained, in all 
material respects, effective internal control over financial reporting as  
of 31 December 2011, based on criteria established in Internal Control –  
Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO). The Company’s 
management is responsible for these financial statements, for maintaining 
effective internal control over financial reporting and for its assessment of 
the effectiveness of internal control over financial reporting, included in 
Management’s report on internal control over financial reporting as it 
pertains to Barclays PLC in the Directors’ report. Our responsibility is to 
express opinions on these financial statements and on the Company’s 
internal control over financial reporting based on our integrated audits.

We conducted our audits in accordance with the standards of the Public 
Company Accounting Oversight Board (United States). Those standards 
require that we plan and perform the audits to obtain reasonable 
assurance about whether the financial statements are free of material 
misstatement and whether effective internal control over financial 
reporting was maintained in all material respects. Our audits of the 
financial statements included examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, 
assessing the accounting principles used and significant estimates made 
by management, and evaluating the overall financial statement 
presentation. 

Our audit of internal control over financial reporting included obtaining an 
understanding of internal control over financial reporting, assessing the 
risk that a material weakness exists, and testing and evaluating the design 
and operating effectiveness of internal control based on the assessed risk. 
Our audits also included performing such other procedures as we 
considered necessary in the circumstances. We believe that our audits 
provide a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed 
to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. A 
company’s internal control over financial reporting includes those policies 
and procedures that: (i) pertain to the maintenance of records that, in 
reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (ii) provide reasonable 
assurance that transactions are recorded as necessary to permit 
preparation of financial statements in accordance with generally accepted 
accounting principles, and that receipts and expenditures of the company 
are being made only in accordance with authorisations of management 
and directors of the company; and (iii) provide reasonable assurance 
regarding prevention or timely detection of unauthorised acquisition, use, 
or disposition of the company’s assets that could have a material effect on 
the financial statements.

Because of its inherent limitations, internal control over financial reporting 
may not prevent or detect misstatements. Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures may 
deteriorate.

PricewaterhouseCoopers LLP
London, United Kingdom
7 March 2012
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For the year ended 31 December
Notes

2011 
£m

2010 
£m

2009 
£m

Continuing operations     

Interest income 3 20,589 20,035 21,236 

Interest expense 3 (8,388) (7,512) (9,318)

Net interest income  12,201 12,523 11,918 

Fee and commission income 4 10,208 10,368 9,946 

Fee and commission expense 4 (1,586) (1,497) (1,528)

Net fee and commission income  8,622 8,871 8,418 

Net trading income 5 7,660 8,078 7,001 

Net investment income 6 2,305 1,477 56 

Net premiums from insurance contracts  1,076 1,137 1,172 

Gains on debt buy-backs and extinguishments  1,130 –  1,249 

Other income  39 118 140 

Total income  33,033 32,204 29,954 

Net claims and benefits incurred on insurance contracts  (741) (764) (831)

Total income net of insurance claims  32,292 31,440 29,123 

Credit impairment charges and other provisions 7 (3,802) (5,672) (8,071)

Impairment of investment in BlackRock, Inc. 7 (1,800) –  –  

Net operating income  26,690 25,768 21,052 

Staff costs 37 (11,407) (11,916) (9,948)

Administration and general expenses 8 (6,356) (6,585) (5,560)

Depreciation of property, plant and equipment 25 (673) (790) (759)

Amortisation of intangible assets 26 (419) (437) (447)

Goodwill impairment 26 (597) (243) (1)

Provision for PPI redress 29 (1,000) –  –  

UK bank levy 9 (325) –  –  

Operating expenses  (20,777) (19,971) (16,715)

Share of post-tax results of associates and joint ventures  60 58 34 

(Loss)/Profit on disposal of subsidiaries, associates and joint ventures 10 (94) 81 188 

Gain on acquisitions 41 – 129 26 

Profit before tax from continuing operations  5,879 6,065 4,585 

Taxation 11 (1,928) (1,516) (1,074)

Profit after tax from continuing operations  3,951 4,549 3,511 

Profit for the year from discontinued operations, including gain on disposal 14 – –  6,777 

Profit after tax  3,951 4,549 10,288 

Profit attributable to equity holders of the Parent from:     

Continuing operations  3,007 3,564 2,628 

Discontinued operations  – –  6,765 

Total  3,007 3,564 9,393 

Profit attributable to non-controlling interests 36 944 985 895 

  p p p

Basic earnings per share 12 25.1 30.4 86.2 

Basic earnings per share – continuing operations 12 25.1 30.4 24.1 

Basic earnings per share – discontinued operations 12 – – 62.1 

Diluted earnings per share 12 24.0 28.5 81.6 

Diluted earnings per share – continuing operations 12 24.0 28.5 22.7 

Diluted earnings per share – discontinued operations 12 – – 58.9 

Dividends per share  6.0 5.5 2.5 

Interim dividends per share  3.0 3.0 1.0 

Final dividend per share 13 3.0 2.5 1.5 

The Board of Directors approved the financial statements set out on pages 197 to 274 on 7 March 2012.

Consolidated financial statements
Consolidated income statement
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For the year ended 31 December 2011 
£m

2010 
£m

2009 
£m

Profit after tax 3,951 4,549 10,288 

Other comprehensive income from continuing operations:    

Currency translation reserve    

– Currency translation differences (1,607) 1,184 (861)

– Tax –  –  (2)

Available for sale reserve    

– Net gains/(losses) from changes in fair value 2,742 (133) 1,176 

– Net gains transferred to net profit on disposal (1,614) (1,020) (422)

– Net losses transferred to net profit due to impairment 1,860 53 672 

– Net gains transferred to net profit due to fair value hedging (1,803) (308) (123)

– Changes in insurance liabilities 18 31 (67)

– Tax 171 141 (177)

Cash flow hedging reserve    

– Net gains from changes in fair value 2,407 601 285 

– Net gains transferred to net profit (753) (684) (120)

– Tax (391) 39 (65)

Other (74) 59 218 

Other comprehensive income for the year, net of tax, from continuing operations 956 (37) 514 

Other comprehensive income for the year, net of tax, from discontinued operations –  –  (58)

Total comprehensive income for the year 4,907 4,512 10,744 

     

Attributable to:    

Equity holders of the Parent 4,576 2,975 9,556 

Non-controlling interests 331 1,537 1,188 

  4,907 4,512 10,744 

Consolidated financial statements
Consolidated statement of comprehensive income
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As at 31 December
Notes

2011 
£m

2010 
£m

Assets     

Cash and balances at central banks  106,894 97,630 

Items in the course of collection from other banks  1,812 1,384 

Trading portfolio assets 15 152,183 168,867 

Financial assets designated at fair value 16 36,949 41,485 

Derivative financial instruments 17 538,964 420,319 

Available for sale financial investments 18 68,491 65,110 

Loans and advances to banks 21 47,446 37,799 

Loans and advances to customers 21 431,934 427,942 

Reverse repurchase agreements and other similar secured lending 24 153,665 205,772 

Prepayments, accrued income and other assets  4,563 5,143 

Investments in associates and joint ventures 42 427 518 

Property, plant and equipment 25 7,166 6,140 

Goodwill and intangible assets 26 7,846 8,697 

Current tax assets 11 374 196 

Deferred tax assets 11 3,010 2,517 

Retirement benefit assets 39 1,803 126 

Total assets  1,563,527 1,489,645 

Liabilities    

Deposits from banks  91,116 77,975 

Items in the course of collection due to other banks  969 1,321 

Customer accounts  366,032 345,788 

Repurchase agreements and other similar secured borrowing 24 207,292 225,534 

Trading portfolio liabilities 15 45,887 72,693 

Financial liabilities designated at fair value 19 87,997 97,729 

Derivative financial instruments 17 527,910 405,516 

Debt securities in issue  129,736 156,623 

Subordinated liabilities 33 24,870 28,499 

Accruals, deferred income and other liabilities 28 12,580 13,233 

Provisions 29 1,529 947 

Current tax liabilities 11 1,397 646 

Deferred tax liabilities 11 695 514 

Retirement benefit liabilities 39 321 365 

Total liabilities  1,498,331 1,427,383 

    

Shareholders’ equity    

Shareholders’ equity excluding non-controlling interests  55,589 50,858 

Non-controlling interests 36 9,607 11,404 

Total shareholders’ equity  65,196 62,262 

Total liabilities and shareholders’ equity  1,563,527 1,489,645 

Marcus Agius
Group Chairman

Bob Diamond
Chief Executive

Chris Lucas
Group Finance Director

Consolidated financial statements
Consolidated balance sheet
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Called up 
share 

capital 
and share 
premiuma 

£m

Available 
for sale 
reserveb 

£m

Cash
flow

hedging
reserveb

£m

Currency
translation

reserveb

£m

Other
reserves

and
treasury

sharesb

£m

Retained
earnings

£m
Total

£m

Non-
controlling

interests
£m

Total
equity

£m

Balance as at 1 January 2011 12,339  (1,355) 152  2,357  600  36,765 50,858 11,404 62,262 

Profit after tax –   –   –   –   –   3,007 3,007 944 3,951 

Currency translation movements –   –   –   (1,009) –   –  (1,009) (598) (1,607)

Available for sale investments –   1,380  –   –   –   –  1,380 (6) 1,374 

Cash flow hedges –   –   1,290  –   –   –  1,290 (27) 1,263 

Other –   –   –   –   –   (92) (92) 18 (74)

Total comprehensive income for the year –   1,380  1,290  (1,009) –   2,915 4,576 331 4,907 

Issue of shares under employee share schemes 41  –   –   –   –   838 879 –  879 

Net purchase of treasury shares –   –   –   –   (165) –  (165) –  (165)

Vesting of treasury shares –   –   –   –   499  (499) –  –  –  

Dividends paid –   –   –   –   –   (660) (660) (727) (1,387)

Redemption of Reserve Capital Instruments –   –   –   –   –   –  –  (1,415) (1,415)

Other reserve movements –   –   –   –   88  13 101 14 115 

Balance as at 31 December 2011 12,380  25  1,442  1,348  1,022  39,372 55,589 9,607 65,196 

               

Balance as at 1 January 2010 10,804  (110) 252  1,615  871  33,845 47,277 11,201 58,478 

Profit after tax –   –   –   –   –   3,564 3,564 985 4,549 

Currency translation movements –   –   –   742  –   –  742 442 1,184 

Available for sale investments –   (1,245) –   –   –   –  (1,245) 9 (1,236)

Cash flow hedges –   –   (100) –   –   –  (100) 56 (44)

Other –   –   –   –   –   14 14 45 59 

Total comprehensive income for the year –   (1,245) (100) 742  –   3,578 2,975 1,537 4,512 

Issue of new ordinary shares 1,500  –   –   –   –   –  1,500 –  1,500 

Issue of shares under employee share schemes 35  –   –   –   –   830 865 –  865 

Net purchase of treasury shares –   –   –   –   (989) –  (989) –  (989)

Vesting of treasury shares –   –   –   –   718  (718) –  –  –  

Dividends paid –   –   –   –   –   (531) (531) (803) (1,334)

Redemption of Reserve Capital Instruments –   –   –   –   –   –  –  (487) (487)

Other reserve movements –   –   –   –   –   (239) (239) (44) (283)

Balance as at 31 December 2010 12,339  (1,355) 152  2,357  600  36,765 50,858 11,404 62,262 

Balance as at 1 January 2009 6,138  (1,190) 132  2,840  4,490  24,208 36,618 10,793 47,411 

Profit after tax –   –   –   –   –   9,393 9,393 895 10,288 

Currency translation movements –   –   –   (1,140) –   –  (1,140) 277 (863)

Available for sale investments –   1,071  –   –   –   –  1,071 (12) 1,059 

Cash flow hedges –   –   119  –   –   –  119 (19) 100 

Other –   10  –   (85) –   188 113 47 160 

Total comprehensive income for the year –   1,081  119  (1,225) –   9,581 9,556 1,188 10,744 

Issue of new ordinary shares 749  –   –   –   –   –  749 –  749 

Issue of shares under employee share schemes 35  –   –   –   –   298 333 –  333 

Net purchase of treasury shares – – – – (47) – (47) – (47)

Vesting of treasury shares – – – – 80 (80) – – –

Dividends paid –   –   –   –   –   (113) (113) (767) (880)

Redemption of Reserve Capital Instruments –   –   –   –   –   –  –  (82) (82)

Conversion of Mandatory Convertible Notes 3,882  –   –   –   (3,652) (230) –  –  –  

Other reserve movements –   (1) 1  –   –  181 181 69 250

Balance as at 31 December 2009 10,804  (110) 252  1,615  871  33,845 47,277 11,201 58,478 

Consolidated financial statements
Consolidated statement of changes in equity

Notes
a For further details refer to Note 34.
b  For further details refer to Note 35.
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For the year ended 31 December 2011 
£m

2010 
£m

2009 
£m

Continuing operations    

Reconciliation of profit before tax to net cash flows from operating activities:    

Profit before tax  5,879  6,065  4,585 

Adjustment for non-cash items:    

Allowance for impairment  5,602  5,672  8,071 

Depreciation, amortisation and impairment of property, plant, equipment and intangibles  1,104  1,346  1,196 

Other provisions, including pensions  1,787  914  428 

Net profit on disposal of investments and property, plant and equipment  (1,645)  (1,057)  (383)

Other non-cash movements  1,345  (5,904)  4,325 

Changes in operating assets and liabilities    

Net decrease/(increase) in loans and advances to banks and customers  38,340  (63,212)  25,482 

Net (decrease)/increase in deposits and debt securities in issue  (11,554)  63,711  (49,203)

Net decrease/(increase) in derivative financial instruments  3,730  (1,298)  3,321 

Net decrease/(increase) in trading assets  21,360  (17,505)  34,334 

Net (decrease)/increase in trading liabilities  (26,899)  21,441  (8,222)

Net (increase)/decrease in financial investments  (4,255)  11,126  20,459 

Net decrease/(increase) in other assets  119  1,366  (465)

Net decrease in other liabilities  (4,148)  (2,521)  (907)

Corporate income tax paid  (1,686)  (1,458)  (1,177)

Net cash from operating activities  29,079  18,686  41,844 

Purchase of available for sale investments  (67,525)  (76,418)  (78,420)

Proceeds from sale or redemption of available for sale investments  66,941  71,251  88,559 

Purchase of property, plant and equipment  (1,454)  (1,767)  (1,150)

Disposal of discontinued operation, net of cash disposed  –  –  2,469 

Other cash flows associated with investing activities  126  1,307  430 

Net cash from investing activities  (1,912)  (5,627)  11,888 

Dividends paid  (1,387)  (1,307)  (633)

Proceeds of borrowings and issuance of subordinated debt  880  2,131  3,549 

Repayments of borrowings and redemption of subordinated debt  (4,003)  (1,211)  (4,383)

Net issue of shares and other equity instruments  41  1,535  773 

Net (purchase)/disposal of treasury shares   (235)  (989)  33 

Net redemption of shares issued to non-controlling interests  (1,257)  –  – 

Net cash from financing activities  (5,961)  159  (661)

Effect of exchange rates on cash and cash equivalents  (2,933)  3,842  (2,864)

Net cash from discontinued operations  –  –  (376)

Net increase in cash and cash equivalents  18,273  17,060  49,831 

Cash and cash equivalents at beginning of year  131,400  114,340  64,509 

Cash and cash equivalents at end of year  149,673  131,400  114,340 

Cash and cash equivalents comprise:    

Cash and balances at central banks  106,894  97,630  81,483 

Loans and advances to banks with original maturity less than three months  40,481  31,934  30,461 

Available for sale treasury and other eligible bills with original maturity less than three months  2,209  1,667  2,244 

Trading portfolio assets with original maturity less than three months  89  169  152 

   149,673  131,400  114,340 

Interest received in 2011 was £28,673m (2010: £28,631m, 2009: £32,437m) and interest paid in 2011 was £20,106m (2010: £20,759m, 2009: 
£20,889m).

The Group is required to maintain balances with central banks and other regulatory authorities and these amounted to £2,500m at 31 December 2011 
(2010: £2,310m, 2009: £2,470m).

For the purposes of the cash flow statement, cash comprises cash on hand and demand deposits, and cash equivalents comprise highly liquid 
investments that are convertible into cash with an insignificant risk of changes in value with original maturities of three months or less. Repurchase and 
reverse repurchase agreements are not considered to be part of cash equivalents.

Consolidated financial statements
Consolidated cash flow statement
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Income statement
For the year ended 31 December

2011 
£m

2010 
£m

2009 
£m

Dividends received from subsidiary 643  235  103  

Interest income 5  5  53  

Management charge from subsidiary (5) (5) (4)

Profit before tax 643  235  152  

Tax –  –  (27)

Profit after tax 643  235  125  

Profit after tax and total comprehensive income for the year was £643m (2010: £235m, 2009: £125m). There were no other components of total 
comprehensive income other than the profit after tax.

The Company had no staff during the year (2010: nil, 2009: nil).

Balance sheet
As at 31 December Notes

2011 
£m

2010 
£m

Assets

Cash and balances at central banks  1  1  

Investments in subsidiaries 40 21,429  21,429  

Other assets  24  13  

Total assets  21,454  21,443  

    

Shareholders’ equity    

Called up share capital 34 3,050  3,045  

Share premium account 34 9,330  9,294  

Capital redemption reserve  394  394  

Retained earnings  8,680  8,710  

Total shareholders’ equity  21,454  21,443  

Total liabilities and shareholders’ equity  21,454  21,443  

Marcus Agius
Group Chairman

Bob Diamond
Chief Executive

Chris Lucas
Group Finance Director

Financial statements of Barclays PLC
Parent company accounts
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Statement of changes in equity

Notes

Called up 
share capital 

and share 
premiuma

£m

Capital
reserves and
other equity

£m

Retained 
earnings

£m
Total equity 

£m

Balance as at 1 January 2011  12,339  394 8,710 21,443 

Profit after tax and total comprehensive income  –   –  643 643 

Issue of shares under employee share schemes  41  –  –  41 

Dividends 13 –   –  (670) (670)

Other  –   –  (3) (3)

Balance as at 31 December 2011  12,380  394 8,680 21,454 

       

Balance as at 1 January 2010  10,804  394 9,016 20,214 

Profit after tax and total comprehensive income  –   –  235 235 

Issue of new ordinary shares  1,500  –  –  1,500 

Issue of shares under employee share schemes  35  –  –  35 

Dividends 13 –   –  (543) (543)

Other  –   –  2 2 

Balance as at 31 December 2010  12,339  394 8,710 21,443 

Cash flow statement
For the year ended 31 December 

2011 
£m

2010 
£m

2009 
£m

Reconciliation of profit before tax to net cash flows from operating activities: 

Profit before tax 643 235 152 

Changes in operating assets and liabilities (14) 15 3 

Corporate income tax paid – (28) – 

Net cash from operating activities 629 222 155 

Capital contribution to subsidiaries – (1,214) (800)

Purchase of shares in subsidiaries – – (25)

Net cash used in investing activities – (1,214) (825)

Issue of shares and other equity instruments 41 1,535 784 

Dividends paid (670) (543) (113)

Net cash from financing activities (629) 992 671 

Net increase/(decrease) in cash and cash equivalents – – 1 

Cash and cash equivalents at beginning of year 1 1 – 

Cash and cash equivalents at end of yearb 1 1 1 

     

Net cash from operating activities includes:    

Dividends received 643 235 103 

Interest received 5 5 53 

The Parent Company’s principal activity is to hold the investment in its wholly-owned subsidiary, Barclays Bank PLC. Dividends received are treated as 
operating income.

The Company was not exposed at 31 December 2011 or 2010 to significant risks arising from the financial instruments it holds, which comprised cash, 
balances with central banks and other assets which had no credit or market risk.

Notes
a  Details of share capital and share premium are shown in Note 34.
b  Comprising cash and balances at central banks.
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For the year ended 31 December 2011
Notes to the financial statements

1 Significant accounting policies

This section describes Barclays’ significant accounting policies and critical accounting estimates 

that relate to the financial statements and notes as a whole. If an accounting policy or a critical 

accounting estimate relates to a specific note, the applicable accounting policy and/or critical 

accounting estimate is contained within the relevant note.

1. Reporting entity
These financial statements are prepared for Barclays PLC and its subsidiaries (the Barclays PLC Group or the Group) under Section 399 of the 
Companies Act 2006. The Group is a major global financial services provider engaged in retail banking, credit cards, wholesale banking, investment 
banking, wealth management and investment management services. In addition, individual financial statements have been presented for the 
holding company, Barclays PLC (the Company). Barclays PLC is a public limited company, incorporated and domiciled in England and Wales having a 
registered office in England and is the holding company of the Group.

2. Compliance with International Financial Reporting Standards
The consolidated financial statements of the Group, and the individual financial statements of Barclays PLC, have been prepared in accordance with 
International Financial Reporting Standards (IFRS) and interpretations (IFRICs) issued by the Interpretations Committee, as published by the 
International Accounting Standards Board (IASB). They are also in accordance with IFRS and IFRIC interpretations endorsed by the European Union. 
The principal accounting policies applied in the preparation of the consolidated and individual financial statements are set out below, and in the 
relevant notes to the financial statements. These policies have been consistently applied. There were no changes in accounting policy in the year.

3. Basis of preparation
The consolidated and individual financial statements have been prepared under the historical cost convention modified to include the fair valuation 
of investment property and particular financial instruments to the extent required or permitted under IFRS as set out in the relevant accounting 
policies. They are stated in millions of pounds Sterling (£m), the functional currency of Barclays PLC.

4. Accounting policies
Barclays prepares financial statements in accordance with IFRS. The Group’s significant accounting policies relating to specific financial statement 
items, together with a description of the accounting estimates and judgements that were critical to preparing them, are set out under the relevant 
notes. Accounting policies that affect the financial statements as a whole are set out below.

(i) Consolidation
Barclays applies IAS 27 Consolidated and Separate Financial Statements and SIC 12 Consolidation – Special Purpose Entities (SPEs). 

The consolidated financial statements combine the financial statements of Barclays PLC and all its subsidiaries. Subsidiaries are entities over which it 
has control of the financial and operating policies through its holdings of voting shares and SPEs, which are consolidated when the substance of the 
relationship between the Group and the entity indicates control. The control assessment for special purpose entities includes an assessment of the 
Group’s exposure to the risks and benefits of the entity. The consolidation of SPEs is considered at inception, based on the arrangements in place 
and the assessed risk exposures at that time. The initial consolidation analysis is revisited at a later date if:

 – the Group acquires additional interests in the entity; 

 – the contractual arrangements of the entity are amended such that the relative exposures to risks and rewards change; and

 – the Group acquires control over the main operating and financial decisions of the entity.

Intra-group transactions and balances are eliminated on consolidation and consistent accounting policies are used throughout the Group for the 
purposes of the consolidation. 

Changes in ownership interests in subsidiaries are accounted for as equity transactions if they occur after control has already been obtained and 
they do not result in loss of control.

Details of the principal subsidiaries are given in Note 40. 
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1 Significant accounting policies continued
(ii) Foreign currency translation
The Group applies IAS 21 The Effects of Changes in Foreign Exchange Rates. Transactions in foreign currencies are translated into Sterling or the 
relevant functional currency of foreign operations at the rate ruling on the date of the transaction. Foreign currency balances are translated at the 
period end exchange rates. Exchange gains and losses on such balances are taken to the income statement.

The Group’s foreign operations (including subsidiaries, joint ventures, associates and branches) based mainly outside the UK may have other 
functional currencies than Sterling. The functional currency of an operation is the currency of the main economy to which it is exposed.

Prior to consolidation (or equity accounting) the assets and liabilities of non-Sterling operations are translated at the closing rate and items of 
income, expense and other comprehensive income are translated into Sterling at the rate on the date of the transactions. Exchange differences 
arising on the translation of foreign operations are included in currency translation reserves within equity. These are transferred to the income 
statement when the Group loses control, joint control or significant influence over the foreign operation or on partial disposal of the operation.

(iii) Financial assets and liabilities 
The Group applies IAS 39 Financial Instruments: Recognition and Measurement (IAS 39) for the recognition, classification and measurement and 
derecognition of financial assets and financial liabilities, for the impairment of financial assets, and for hedge accounting.

Recognition
The Group recognises financial assets and liabilities when it becomes a party to the terms of the contract, which is the trade date or the settlement 
date. 

Classification and measurement
Financial assets and liabilities are initially recognised at fair value and may be held at fair value or amortised cost depending on the Group’s intention 
toward the assets and the nature of the assets and liabilities, mainly determined by their contractual terms.

The accounting policy for each type of financial asset or liability is included within the relevant note for the item. The Group’s policies for determining 
the fair values of the assets and liabilities are set out in Note 20. 

Derecognition
The Group derecognises a financial asset, or a portion of a financial asset, from its balance sheet where the contractual rights to cash flows from the 
asset have expired, or have been transferred, usually by sale, and with them either substantially all the risks and rewards of the asset or significant 
risks and rewards, along with the unconditional ability to sell or pledge the asset.

Financial liabilities are de-recognised when the liability has been settled, has expired or has been extinguished. An exchange of an existing financial 
liability for a new liability with the same lender on substantially different terms – generally a difference of 10% in the present value of the cash flows 
– is accounted for as an extinguishment of the original financial liability and the recognition of a new financial liability. 

Transactions in which the Group transfers assets and liabilities, portions of them, or financial risks associated with them can be complex and it may 
not be obvious whether substantially all of the risks and rewards have been transferred. It is often necessary to perform a quantitative analysis. Such 
an analysis compares the Group’s exposure to variability in asset cash flows before the transfer with its retained exposure after the transfer.

A cash flow analysis of this nature may require judgement. In particular, it is necessary to estimate the asset’s expected future cash flows as well as 
potential variability around this expectation. The method of estimating expected future cash flows depends on the nature of the asset, with market 
and market-implied data used to the greatest extent possible. The potential variability around this expectation is typically determined by stressing 
underlying parameters to create reasonable alternative upside and downside scenarios. Probabilities are then assigned to each scenario. Stressed 
parameters may include default rates, loss severity or prepayment rates.

(iv) Issued debt and equity instruments
The Group applies IAS 32, Financial Instruments: Presentation, to determine whether funding is either a financial liability (debt) or equity.

Issued financial instruments or their components are classified as liabilities if the contractual arrangement results in the Group having a present 
obligation to either deliver cash or another financial asset, or a variable number of equity shares, to the holder of the instrument, if this is not the 
case, the instrument is generally an equity instrument and the proceeds included in equity, net of transaction costs. Dividends and other returns to 
equity holders are recognised when paid or declared by the members at the annual general meeting and treated as a deduction from equity. 

Where issued financial instruments contain both liability and equity components, these are accounted for separately. The fair value of the debt is 
estimated first and the balance of the proceeds is included within equity. 
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Notes to the financial statements
For the year ended 31 December 2011 continued

1 Significant accounting policies continued
5. Future accounting developments
As at 31 December 2011 the IASB had issued the following accounting standards. These are effective on 1 January 2013, subject to EU 
endorsement, unless otherwise indicated:

 – IFRS 10 Consolidated Financial Statements which replaces requirements in IAS 27 Consolidated and Separate Financial Statements and SIC 12 
Consolidation – Special Purpose Entities. This introduces new criteria to determine whether entities in which the Group has interests should be 
consolidated. The Group is considering the impact of the new standard and is currently unable to provide an estimate of the financial effects of its 
adoption;

 – IFRS 11 Joint Arrangements, which replaces IAS 31 Interests in Joint Ventures. This specifies the accounting for joint arrangements whether these 
are joint operations or joint ventures. It is not expected to have a material impact on the Group;

 – IFRS 12 Disclosures of Interests in Other Entities This specifies the required disclosures in respect of interests in, and risks arising, from 
subsidiaries, joint ventures, associates and structured entities whether consolidated or not. As a disclosure only standard it will have no financial 
impact;

 – IFRS 13 Fair Value Measurement. This provides comprehensive guidance on how to calculate the fair value of financial and non-financial assets 
and liabilities. It is not expected to have a material impact on the Group financial statements;

 – IAS 19 Employee Benefits (Revised 2011). This requires that actuarial gains and losses arising from defined benefit pension schemes are 
recognised in full. Previously the Group deferred these over the remaining average service lives of the employees (the ‘corridor’ approach). See 
Note 39 for more information and an estimate of the financial effects of adoption; and

 – IAS 32 and IFRS 7 Amendments Offsetting Financial Assets and Financial Liabilities. The circumstances in which netting is permitted have been 
clarified and disclosures on offsetting have been considerably expanded. The amendments on offsetting are effective from 1 January 2014 and 
those on disclosures from 1 January 2013.

In 2009 and 2010, the IASB issued IFRS 9 Financial Instruments which contains new requirements for accounting for financial assets and liabilities, 
and will contain new requirements for impairment and hedge accounting, replacing the corresponding requirements in IAS 39. It will lead to 
significant changes in the way that the Group accounts for financial instruments. The key changes issued and proposed relate to:

 – Financial assets. Financial assets will bet held at either fair value or amortised cost, except for equity investments not held for trading, which may 
be held at fair value through other comprehensive income; 

 – Financial liabilities. Gains and losses on fair value changes in own credit arising on non-derivative financial liabilities designated at fair value 
through profit or loss will be excluded from the Income Statement and instead taken to other comprehensive income;

 – Impairment. Expected losses (rather than only incurred losses) will be reflected in impairment allowances for financial assets that are not 
classified as fair value through profit or loss; and

 – Hedge accounting. Hedge accounting will be more closely aligned with financial risk management.

Adoption is not mandatory until periods beginning on or after 1 January 2015, subject to EU endorsement. Earlier adoption is possible, subject to 
endorsement and finalisation of the standard. At this stage, it is not possible to fully determine the potential financial impacts of adoption of IFRS 9 
on the Group.

In addition, the IASB has indicated that it will issue a new standard on accounting for leases. Under the proposals, lessees would be required to 
recognise assets and liabilities arising from both operating and finance leases on the balance sheet. The IASB also plans to issue new standards on 
insurance contracts and revenue recognition. The Group will consider the financial impacts of these new standards as they are finalised.

Critical accounting estimates and judgements
The preparation of financial statements in accordance with IFRS requires the use of estimates. It also requires management to exercise judgement in 
applying the accounting policies. The key areas involving a higher degree of judgement or complexity, or areas where assumptions are significant to 
the consolidated and individual financial statements are highlighted under the relevant note. Critical accounting estimates and judgements are 
disclosed in:

Page Page

Credit in charges and impairment on available for sale assets 210 Goodwill and intangible assets 242

Tax 213 Provisions 246

Available for sale assets 224 Retirement benefit obligations 263

Fair value of financial instruments 225
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1 Significant accounting policies continued
6. Other disclosures
To improve transparency and ease of reference, by concentrating related information in one place, and to reduce duplication, certain disclosures 
required under IFRS have been included within the Risk management and Financial review sections as follows:

 – segmental reporting on pages 173 to 174 and 208; 

 – credit risk management on pages 79 to 120 including exposures to selected countries;

 – market risk on pages 121 to 129;

 – funding risk – capital on pages 130 to 138; and

 – funding risk – liquidity on pages 139 to 150.

These are covered by the Audit opinion included on page 195.

Barclays PLC Annual Report 2011 www.barclays.com/annualreport 207

T
h

e
 strate

g
ic re

p
o

rt
G

o
ve

rn
a

n
ce

R
isk m

a
n

a
g

e
m

e
n

t
F

in
a

n
cia

l review
F

in
a

n
cia

l state
m

e
n

ts
S

h
a

re
h

o
ld

e
r in

fo
rm

atio
n



Notes to the financial statements

Performance

The notes included in this section focus on the results and performance of Barclays.  

Information on the income generated, expenditure incurred, segmental performance,  

tax, earnings per share and dividends are included here.

2 Segmental reporting

Presentation of segmental reporting
The Group’s segmental reporting is in accordance with IFRS 8 Operating Segments. Operating segments are reported in a manner consistent with 
the internal reporting provided to the Executive Committee, which is responsible for allocating resources and assessing performance of the 
operating segments and has been identified as the chief operating decision maker. All transactions between business segments are conducted on 
an arm’s length basis, with intra-segment revenue and costs being eliminated in Head Office. Income and expenses directly associated with each 
segment are included in determining business segment performance.

An analysis of the Group’s performance by business segment and income by geographic segment is included on pages 173 and 174.

3 Net interest income

Accounting for interest income and expense
The Group applies IAS 39 Financial Instruments: Recognition and Measurement. Interest income on loans and advances at amortised cost, available 
for sale debt investments, and interest expense on financial liabilities held at amortised cost, are calculated using the effective interest method which 
allocates interest, and direct and incremental fees and costs, over the expected lives of the assets and liabilities. 

The effective interest method requires the Group to estimate future cash flows, in some cases based on its experience of customers’ behaviour, 
considering all contractual terms of the financial instrument, as well as the expected lives of the assets and liabilities. Due to the large number of 
products and types (both assets and liabilities), there are no individual estimates that are material to the results or financial position.

2011 
£m

2010 
£m

2009 
£m

Cash and balances with central banks  392  271  131 

Available for sale investments  2,137  1,483  1,937 

Loans and advances to banks  350  440  513 

Loans and advances to customers  17,271  17,677  18,456 

Other  439  164  199 

Interest income  20,589  20,035  21,236 

Deposits from banks  (366)  (370)  (634)

Customer accounts  (2,526)  (1,410)  (2,716)

Debt securities in issue  (3,524)  (3,632)  (3,889)

Subordinated liabilities  (1,813)  (1,778)  (1,718)

Other  (159)  (322)  (361)

Interest expense  (8,388)  (7,512)  (9,318)

Net interest income  12,201  12,523  11,918 

Interest income includes £243m (2010: £213m, 2009: £185m) accrued on impaired loans.

Other interest income principally includes interest income relating to reverse repurchase agreements and hedging activity. Similarly, other interest 
expense principally includes interest expense relating to repurchase agreements and hedging activity.

Included in net interest income is hedge ineffectiveness as detailed on page 223.

For the year ended 31 December 2011 continued
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4 Net fee and commission income 

Accounting for net fee and commission income 
The Group applies IAS 18 Revenue. Fees and commissions charged for services provided or received by the Group are recognised as the services are 
provided, for example on completion of the underlying transaction. 

2011 
£m

2010 
£m

2009 
£m

Banking, investment management and credit related fees and commissions 9,958 10,142 9,711 

Brokerage fees 87 77 88 

Foreign exchange commission 163 149 147 

Fee and commission income 10,208 10,368 9,946 

Fee and commission expense (1,586) (1,497) (1,528)

Net fee and commission income 8,622 8,871 8,418 

5 Net trading income

Accounting for net trading income
In accordance with IAS 39, trading positions are held at fair value and the resulting gains and losses are included in the income statement, together 
with interest and dividends arising from long and short positions and funding costs relating to trading activities.

Income arises from the sale and purchase of trading positions, margins which are achieved through market-making and customer business, and 
from changes in fair value caused by movements in interest and exchange rates, equity prices and other market variables.

Own credit gains/(losses) arise from the fair valuation of financial liabilities designated at fair value through profit or loss. See Note 19 Financial 
liabilities designated at fair value.

2011 
£m

2010 
£m

2009 
£m

Trading income 4,952  7,687 8,821 

Own credit gains/(losses) 2,708 391 (1,820)

Net trading income 7,660  8,078  7,001 

Included within net trading income were losses of £16m (2010: £32m gain, 2009: £2,349m loss) on financial assets designated at fair value and gains 
of £3,850m (2010: £903m loss, 2009: £3,158m loss) on financial liabilities designated at fair value.

6 Net investment income

Accounting for net investment income 
Dividends are recognised when the right to receive the dividend has been established. Other accounting policies relating to net investment income 
are set out in Note 18, Available for sale financial assets, and Note 16, Financial assets designated at fair value.

2011 
£m

2010 
£m

2009 
£m

Net gain from disposal of available for sale assets 1,645 1,027 349 

Dividend income 129 116 6 

Net gain/(loss) from financial instruments designated at fair value 287 274 (208)

Other investment income/(losses) 244 60 (91)

Net investment income 2,305 1,477 56 
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Notes to the financial statements

7 Credit impairment charges and impairment on available for sale assets

Accounting for the impairment of financial assets
Loans and other assets held at amortised cost
In accordance with IAS 39, the Group assesses at each balance sheet date whether there is objective evidence that loan assets or available for sale 
financial investments (debt or equity) will not be recovered in full and, wherever necessary, recognises an impairment loss in the income statement. 

An impairment loss is recognised if there is objective evidence of impairment as a result of events that have occurred and these have adversely 
impacted the estimated future cash flows from the assets. These events include:

 – becoming aware of significant financial difficulty of the issuer or obligor; 

 – a breach of contract, such as a default or delinquency in interest or principal payments; 

 – the Group, for economic or legal reasons relating to the borrower’s financial difficulty, grants a concession that it would not otherwise consider;

 – it becomes probable that the borrower will enter bankruptcy or other financial reorganisation; 

 – the disappearance of an active market for that financial asset because of financial difficulties; and 

 – observable data at a portfolio level indicating that there is a measurable decrease in the estimated future cash flows, although the decrease 
cannot yet be ascribed to individual financial assets in the portfolio – such as adverse changes in the payment status of borrowers in the portfolio 
or national or local economic conditions that correlate with defaults on the assets in the portfolio.

Impairment assessments are conducted individually for significant assets, which comprise all wholesale customer loans and larger retail business 
loans and collectively for smaller loans and for portfolio level risks, such as country or sectoral risks. For the purposes of the assessment, loans with 
similar credit risk characteristics are grouped together – generally on the basis of their product type, industry, geographical location, collateral type, 
past due status and other factors relevant to the evaluation of expected future cash flows.

The impairment assessment includes estimating the expected future cash flows from the asset or the group of assets, which are then discounted 
using the original effective interest rate calculated for the asset. If this is lower than the carrying value of the asset or the portfolio, an impairment 
allowance is raised.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the 
impairment was recognised, the previously recognised impairment loss is reversed by adjusting the allowance account. The amount of the reversal 
is recognised in the income statement.

Following impairment, interest income continues to be recognised at the original effective interest rate on the restated carrying amount. 

Uncollectable loans are written off against the related allowance for loan impairment on completion of the Group’s internal processes and all 
recoverable amounts have been collected. Subsequent recoveries of amounts previously written off are credited to the income statement.

Available for sale financial assets
Impairment of available for sale debt instruments
Debt instruments are assessed for impairment in the same way as loans. If impairment is deemed to have accrued, the cumulative decline in the fair 
value of the instrument that has previously been recognised in equity is removed from equity and recognised in the income statement. This may be 
reversed if there is evidence that the circumstances of the issuer have improved.

Impairment of available for sale equity instruments
Where there has been a prolonged or significant decline in the fair value of an equity instrument below its acquisition cost, it is deemed to be 
impaired. The cumulative net loss that has been previously recognised directly in equity is removed from equity and recognised in the income 
statement. 

Increases in the fair value of equity instruments after impairment are recognised directly in other comprehensive income. Further declines in the fair 
value of equity instruments after impairment are recognised in the income statement.

2011 
£m

2010 
£m

2009 
£m

Loan impairment 3,790 5,625 7,358 

Available for sale assets (excluding BlackRock, Inc.) 60 51 670 

Reverse repurchase agreements (48) (4) 43 

Credit impairment charges and other provisions 3,802 5,672 8,071 

Impairment of investment in BlackRock, Inc. 1,800 – – 

More information on the impairment assessment and the measurement of credit losses is included on page 89-91. The movements on the impairment 
allowance and the charge for the year is shown on page 94.

For the year ended 31 December 2011 continued
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7 Credit impairment charges and impairment on available for sale assets continued
As at 30 September 2011, an impairment charge of £1,800m was recognised resulting from an assessment that there was objective evidence that the 
Group’s available for sale equity investment in BlackRock, Inc. was impaired. The impairment reflects the recycling through the income statement of the 
cumulative reduction in market value previously recognised in the available for sale reserve, since the Group’s acquisition of its holding in BlackRock, Inc. 
as part of the sale of Barclays Global Investors on 1 December 2009. The fair value of the holding at 31 December 2011 was £4.1bn and the £0.7bn 
increase in the value of the investment since 30 September 2011 has been recognised in the available for sale reserve.

Critical accounting estimates and judgements
The calculation of the impairment allowance involves the use of judgement, based on the Group’s experience of managing credit risk.

Within the retail and small businesses portfolios, which comprise large numbers of small homogeneous assets with similar risk characteristics where 
credit scoring techniques are generally used, statistical techniques are used to calculate impairment allowances on a portfolio basis, based on historical 
recovery rates and assumed emergence periods. These statistical analyses use as primary inputs the extent to which accounts in the portfolio are in 
arrears and historical information on the eventual losses encountered from such delinquent portfolios. There are many such models in use, each tailored 
to a product, line of business or customer category. Judgement and knowledge is needed in selecting the statistical methods to use when the models 
are developed or revised. The impairment allowance reflected in the financial statements for these portfolios is therefore considered to be reasonable 
and supportable. The impairment charge reflected in the income statement for these retail portfolios is £2,422m (2010: £3,296m; 2009: £3,919m) and 
amounts to 64% (2010: 59%; 2009: 53%) of the total impairment charge on loans and advances in 2011. 

For individually significant assets, impairment allowances are calculated on an individual basis and all relevant considerations that have a bearing on the 
expected future cash flows are taken into account (for example, the business prospects for the customer, the realisable value of collateral, the Group’s 
position relative to other claimants, the reliability of customer information and the likely cost and duration of the work-out process). The level of the 
impairment allowance is the difference between the value of the discounted expected future cash flows (discounted at the loan’s original effective 
interest rate), and its carrying amount. Subjective judgements are made in the calculation of future cash flows. Furthermore, judgements change with 
time as new information becomes available or as work-out strategies evolve, resulting in frequent revisions to the impairment allowance as individual 
decisions are taken. Changes in these estimates would result in a change in the allowances and have a direct impact on the impairment charge. The 
impairment charge reflected in the financial statements in relation to wholesale portfolios is £1,368m (2010: £2,329m; 2009: £3,439m) and amounts to 
36% (2010: 41%; 2009: 47%) of the total impairment charge on loans and advances. Further information on impairment allowances and related credit 
information is set out within the Credit Risk Management section. 

8 Administration and general expenses

2011 
£m

2010 
£m

2009 
£m

Property and equipment 1,763 1,813 1,641 

Outsourcing and professional services 1,869 1,705 1,496 

Operating lease rentals 659 637 639 

Marketing, advertising and sponsorship 585 631 492 

Communications, subscriptions, publications and stationery 740 750 695 

Travel and accommodation 328 358 273 

Other administration and general expenses 400 566 263 

Impairment of property, equipment and intangible assets (excluding goodwill) 12 125 61 

Administration and general expenses 6,356 6,585 5,560 
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Notes to the financial statements

8 Administration and general expenses continued
Auditors’ remuneration
Auditors’ remuneration is included within outsourcing and professional services costs above and comprises:

Audit
£m

Audit
related

£m

Taxation 
services

£m

Other 
services

£m
Total 

£m

2011      

Audit of the Group’s annual accounts 13 – – – 13 

Other services:      

Fees payable for the Company’s associates pursuant to legislationa 26 – – – 26 

Other services supplied pursuant to such legislationb – 3 – – 3 

Other services relating to taxation      

– compliance services – – 5 – 5 

– advisory servicesc – – 1 – 1 

Services relating to corporate finance transactions entered into or proposed to be 
entered into by or on behalf of the Company or any of its associatesd – – – 2 2 

Other – 3 – 1 4 

Total auditors’ remuneration 39 6 6 3 54 

      

2010      

Audit of the Group’s annual accounts 12 – – – 12 

Other services:      

Fees payable for the Company’s associates pursuant to legislationa 26 – – – 26 

Other services supplied pursuant to such legislationb – 3 – – 3 

Other services relating to taxation      

– compliance services – – 7 – 7 

– advisory servicesc – – 1 – 1 

Services relating to corporate finance transactions entered into or proposed to be 
entered into by or on behalf of the Company or any of its associatesd – – – 1 1 

Other – 4 – 2 6 

Total auditors’ remuneration 38 7 8 3 56 

      

2009      

Audit of the Group’s annual accounts 12 – – – 12 

Other services:      

Fees payable for the Company’s associates pursuant to legislationa 23 – – – 23 

Other services supplied pursuant to such legislationb – 2 – – 2 

Other services relating to taxation      

– compliance services – – 6 – 6 

– advisory servicesc – – 1 – 1 

Services relating to corporate finance transactions entered into or proposed to be 
entered into by or on behalf of the Company or any of its associatesd – – – 3 3 

Other – 4 – 1 5 

Total auditors’ remuneration 35 6 7 4 52 

The figures shown in the above table relate to fees paid to PricewaterhouseCoopers LLP and its associates for continuing operations of business. Fees 
paid to other auditors not associated with PricewaterhouseCoopers LLP in respect of the audit of the Company’s subsidiaries were £6m (2010: £4m, 
2009: £3m). Excluded from the total auditors’ remuneration above are fees paid to PricewaterhouseCoopers LLP and associates relating to Barclays 
Global Investors, the Group’s discontinued operations, of £nil (2010: £nil; 2009: £4m).

For the year ended 31 December 2011 continued

Notes
a Comprises the fees for the statutory audit of the subsidiaries and associated pension schemes both inside and outside Great Britain and fees for the work performed by associates of 

PricewaterhouseCoopers LLP in respect of the consolidated financial statements of the Company. Fees relating to the audit of the associated pension schemes were £0.2m (2010: £0.4m, 
2009: £0.5m). 

b Comprises services in relation to statutory and regulatory filings. These include audit services for the review of the interim financial information under the Listing Rules of the UK listing 
authority. 

c Includes consultation on tax matters, tax advice relating to transactions and other tax planning and advice. 
d Comprises due diligence related to transactions and other work in connection with such transactions. 
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9 UK bank levy 
UK legislation was enacted in July 2011 to introduce an annual bank levy, which applies to elements of the Group’s consolidated liabilities and equity 
held as at the year end. The levy has resulted in an additional charge to the income statement of £325m, which was recognised as at 31 December 
2011 and is presented within operating expenses. The IFRS Interpretations Committee is considering the timing of recognition of the levy going forward.

10 Loss on disposal of subsidiaries, associates and joint ventures
On 25 October 2011, Barclays completed the disposal of Barclays Bank Russia as part of refocusing its Russian activities. A loss on disposal of £73m has 
been recognised in the income statement within Barclays Corporate and the accumulated foreign exchange losses of £23m, previously recognised 
directly in equity, have been recycled through the income statement within Head Office Functions.

11 Tax

Accounting for income taxes
Barclays applies IAS 12 Income Taxes in accounting for taxes on income. Income tax payable on taxable profits (‘Current Tax’) is recognised as an 
expense in the period in which the profits arise. Withholding taxes are also treated as income taxes. Income tax recoverable on tax allowable losses 
is recognised as a current tax asset only to the extent that it is regarded as recoverable by offset against taxable profits arising in the current or prior 
period. Current tax is measured using tax rates and tax laws that have been enacted or substantively enacted at the balance sheet date. 

Deferred tax is provided in full, using the liability method, on temporary differences arising from the differences between the tax bases of assets and 
liabilities and their carrying amounts in the consolidated financial statements. Deferred tax is determined using tax rates and legislation enacted or 
substantively enacted by the balance sheet date which are expected to apply when the deferred tax asset is realised or the deferred tax liability is 
settled. Deferred tax assets and liabilities are only offset when there is both a legal right to set-off and an intention to settle on a net basis. 

2011 
£m

2010 
£m

2009 
£m

Current tax charge    

Current year 2,690 1,413 1,249 

Adjustment for prior years (61) (20) (118)

 2,629 1,393 1,131

Deferred tax (credit)/charge    

Current year (631) 118 45 

Adjustment for prior years (70) 5 (102)

 (701) 123 (57)

Tax charge 1,928 1,516 1,074 

On 27 February 2012, the UK tax authority, HMRC announced its intention to implement new tax legislation, to apply retrospectively from 1 December 
2011, that would result in the £1,130m gains on debt buy-backs becoming fully taxable. Barclays voluntarily disclosed the transaction to HMRC and, as 
at 31 December 2011, held a provision for the potential tax payable in relation to the debt buy-back. If the legislation had been enacted as at 31 
December 2011 it would not have had a material impact on the Group’s 2011 results.

Tax relating to each component of other comprehensive income can be found in the consolidated statement of comprehensive income, which includes 
within Other a tax credit of £74m (2010: £59m; 2009: £218m), principally relating to share based payments.
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Notes to the financial statements
For the year ended 31 December 2011 continued

11 Tax continued
The table below shows the reconciliation between the actual tax charge and the tax charge that would result from applying the standard UK 
corporation tax rate to the Group’s profit before tax.

2011 
£m

2010 
£m

2009 
£m

Profit before tax from continuing operations 5,879 6,065 4,585

Tax charge based on the standard UK corporation tax rate of 26.5% (2010: 28%, 2009: 28%) 1,558 1,698 1,284

Effect of non-UK profits or losses at local statutory tax rates different from the UK statutory tax ratea 190 108 (27)

Non-creditable taxesb 567 454 175

Non-taxable gains and income (494) (572) (287)

Impact of share price movements on share-based payments 147 41 (38)

Deferred tax assets (previously not recognised) / not recognised (816) (160) 27

Change in tax rates 17 34 (12)

Non-deductible impairment charges, loss on disposals and UK bank levyc 770 68 19

Other items including non-deductible expenses 120 (140) 153

Adjustments in respect of prior years (131) (15) (220)

Tax charge 1,928 1,516 1,074

Effective tax rate 32.8% 25.0% 23.4%

Current tax assets and liabilities
Movements on current tax assets and liabilities were as follows:

2011 
£m

2010 
£m

Assets 196 349

Liabilities (646) (992)

As at 1 January 2011 (450) (643)

Income statement (2,629) (1,393)

Equity 104 180

Corporate income tax paid 1,686 1,458

Other movements 266 (52)

 (1,023) (450)

Assets 374 196

Liabilities (1,397) (646)

As at 31 December 2011 (1,023) (450)

Other movements include current tax amounts relating to acquisitions, disposals and exchange.

Deferred tax assets and liabilities
The deferred tax amounts on the balance sheet, after offsetting asset and liability balances where there is a legal right to set-off and an intention to 
settle on a net basis, were as follows:

2011 
£m

2010 
£m

Barclays Group US Inc. tax group (BGUS) 1,039 875

US Branch of Barclays Bank PLC (US Branch) 704 197

Spanish tax group 696 496

Other 571 949

Deferred tax asset 3,010 2,517

Deferred tax liability (695) (514)

Net deferred tax 2,315 2,003

The deferred tax asset increased by 20% in 2011 largely due to the improved financial performance in the US Branch resulting in a deferred tax asset in 
2011 not previously recognised. There is no net deferred tax asset in the UK. 

Notes
a In 2010 £205m (2009: £nil) was previously included in the effect of non-UK profits or losses at local statutory rates that differ from the UK rate and related to a deferred tax benefit on the 

reorganisation of Spanish securitisation financing. This benefit is now included in other items including non-deductible expenses.
b This is a new item in the reconciliation to show the impact of non-creditable taxes mainly relating to the impact of withholding taxes. In 2010 £420m (2009: £175m) was previously 

included in non-taxable gains and income, £72m (2009: £nil) was previously included in other items including non-deductible expenses and £(38)m (2009: £nil) was previously included 
in the effect of non-UK profits or losses at local statutory rates that differ from the UK rate.

c This is a new item in the reconciliation to show the impact of non-deductible impairments charges, loss on disposals and the UK bank levy. In 2010 non-deductible impairment charges of 
£68m (2009: £19m) was previously included in other items including non-deductible expenses. 
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11 Tax continued
US deferred tax assets in BGUS and the US Branch
The deferred tax asset in BGUS and the US Branch includes amounts relating to tax losses of £329m and £603m respectively, which first arose in 2007. 
In accordance with US tax rules tax losses can be carried forward and offset against profits for a period of 20 years and therefore any unused tax losses 
may begin to expire in 2028. The remaining balance primarily relates to temporary differences which are not time limited. The deferred tax asset for the 
US Branch has been measured using a marginal tax rate being the excess of the US tax rate (a combination of Federal, City and State taxes) over the UK 
statutory rate.

BGUS is forecast to return to profitability in 2012, primarily driven by BCI, its US Broker Dealer, with tax losses expected to be fully utilised by 2014. 2011 
losses were driven in a large part by macroeconomic conditions, affected by the European sovereign debt crisis and regulatory uncertainty, as opposed 
to underlying business strategy. A significant proportion of prior period losses related to real estate portfolios and businesses that have now been sold 
or liquidated.

Profit forecasts reflect the continued focus on operating as a premier full service global investment bank. They also reflect markets re-stabilising and 
returning to conditions similar to those in 2010. Included in these projections are revenue assumptions based on maintaining our current share in FICC 
and certain growth prospects that exist in IBD and Equities. Cost projections reflect savings based on continuing initiatives in this area as well as further 
costs associated with increased levels of liquidity for the US business. As with any current forecast, there are significant uncertainties in relation to 
macroeconomic conditions and regulatory requirements. A 20% reduction in forecasted profit would not extend the recovery period. The assumptions 
used in the profit forecasts do not include any incremental tax planning strategies.

The tax losses in the US Branch primarily relate to losses on legacy credit market exposures, the majority of which the US Branch no longer holds. The 
tax losses are projected to be fully utilised by 2016, based on profit forecasts covering the period from 2012 to 2014, with no profit growth assumed 
after 2014. The underlying assumptions used in the forecast are consistent with those used for BGUS. A 20% reduction in forecasted profit would 
extend the recovery period by 1 year to 2017. The assumptions used in the profit forecasts do not include any incremental tax planning strategies.

Spain deferred tax asset
The deferred tax asset in Spain includes £417m relating to tax losses incurred in 2010 and 2011. In accordance with Spanish tax rules tax losses can be 
carried forward and offset against profits for a period of 18 years. The remaining balance primarily relates to temporary differences which are not time 
limited.

The 2010 losses are expected to be fully utilised by 2021 and the 2011 losses by 2024. Additional tax losses are anticipated to arise in 2012 and 2013. 
The recoverability of the deferred tax asset has been determined using business profit forecasts covering the period from 2012 to 2015, with a 
subsequent annual growth rate of 1% p.a. The forecasts are consistent with those used for the purposes of the goodwill impairment assessment. They 
reflect the expected benefits from changes in product mix and improved product pricing following the restructuring of the business during 2011, as well 
as impairment levels coming back into line with historical loan loss rates. 

A 20% reduction in forecasted profits from 2015 would extend the recovery period of the 2010 and 2011 losses by 2 years to 2023 and 2026, 
respectively. A reduction in profits of more than this may result in a partial impairment of the deferred tax asset, depending upon the timing of the 
reversal of deductible temporary differences. The forecast assumptions do not include any incremental tax planning strategies.
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Notes to the financial statements
For the year ended 31 December 2011 continued

11 Tax continued
Other deferred tax assets
The deferred tax asset of £571m (2010: £949m) in other entities includes £144m (2010: £700m) relating to tax losses carried forward. Entities which 
have suffered a loss in either the current or prior year have a total deferred tax asset of £189m (2010: £344m) relating to tax losses carried forward and 
temporary differences. Recognition is based on profit forecasts which indicate that it is probable that the entities will have future taxable profits against 
which the losses and temporary differences can be utilised. 

The table below shows movements on deferred tax assets and liabilities during the year. The amounts are different from those disclosed in the balance 
sheet as they are presented before offsetting asset and liability balances where there is a legal right to set-off and an intention to settle on a net basis.

Fixed asset
timing

differences 
£m

Available
for sale

investments 
£m

Cash flow
hedges 

£m

Retirement
benefit

obligations 
£m

Loan
impairment

allowance 
£m

Other
provisions 

£m

Tax losses
carried

forward 
£m

Share
based

payments 
£m

Other 
£m

Total
£m

Assets 134 76 – 118 345 162 1,558 372 668 3,433 

Liabilities (558) (43) (109) – – – – – (720) (1,430)

At 1 January 2011 (424) 33 (109) 118 345 162 1,558 372 (52) 2,003 

Income statement 267 10 – (180) 91 110 (54) 37 420 701 

Equity – 73 (393) – – – – (82) 3 (399)

Other movements 7 5 13 15 (5) (11) (11) 29 (32) 10 

 (150) 121 (489) (47) 431 261 1,493 356 339 2,315 

Assets 254 186 – 85 431 261 1,493 356 1,435 4,501 

Liabilities (404) (65) (489) (132) – – – – (1,096) (2,186)

At 31 December 2011 (150) 121 (489) (47) 431 261 1,493 356 339 2,315 

           

Assets 117 28 139 219 379 294 1,038 336 472 3,022 

Liabilities (660) (54) (278) – – – – – (197) (1,189)

At 1 January 2010 (543) (26) (139) 219 379 294 1,038 336 275 1,833 

Income statement 42 12 (3) (101) (46) (151) 591 25 (492) (123)

Equity – 53 38 – – – – 12 (44) 59 

Other movements 77 (6) (5) – 12 19 (71) (1) 209 234 

 (424) 33 (109) 118 345 162 1,558 372 (52) 2,003 

Assets 134 76 – 118 345 162 1,558 372 668 3,433 

Liabilities (558) (43) (109) – – – – – (720) (1,430)

At 31 December 2010 (424) 33 (109) 118 345 162 1,558 372 (52) 2,003 

Other movements include deferred tax amounts relating to acquisitions, disposals and exchange.

The amount of deferred tax liability expected to be settled after more than 12 months is £1,044m (2010: £911m). The amount of deferred tax asset 
expected to be recovered after more than 12 months is £2,050m (2010: £1,645m). These amounts are before offsetting asset and liability balances 
where there is a legal right to set-off and an intention to settle on a net basis. 

Unrecognised deferred tax
Deferred tax assets have not been recognised in respect of gross deductible temporary differences of £1,163m (2010: £506m), and gross tax losses of 
£2,299m (2010: £6,178m) which includes capital losses of £2,034m (2010: £1,607m). Tax losses of £97m (2010: £70m) expire within 5 years, £101m 
(2010: £239m) expire within 6 to 10 years, £5m (2010: £4,262m) expire within 11 to 20 years and £2,096m (2010: £1,607m) can be carried forward 
indefinitely. Unrecognised losses that expire within 11 to 20 years have decreased because of an increased recognition of the deferred tax asset in the 
US Branch as a result of improved financial performance. Deferred tax assets have not been recognised in respect of these items because it is not 
probable that future taxable profits and gains will be available against which the Group can utilise benefits. 

Deferred tax is not recognised in respect of the Group’s investments in subsidiaries and branches where remittance is not contemplated and for those 
associates and interests in joint ventures where it has been determined that no additional tax will arise. The aggregate amount of temporary differences 
for which deferred tax liabilities have not been recognised is £703m (2010: £530m).

Critical accounting estimates and judgements
The Group is subject to income taxes in numerous jurisdictions and the calculation of the Group’s tax charge and worldwide provisions for income taxes 
necessarily involves a degree of estimation and judgement. There are many transactions and calculations for which the ultimate tax treatment is 
uncertain and cannot be determined until resolution has been reached with the relevant tax authority. The Group recognises liabilities for anticipated 
tax audit issues based on estimates of whether additional taxes will be due after taking into account external advice where appropriate. Where the final 
tax outcome of these matters is different from the amounts that were initially recorded, such differences will impact the current and deferred income 
tax assets and liabilities in the period in which such determination is made. These risks are managed in accordance with the Group’s Tax Risk 
Framework. 

Deferred tax assets have been recognised based on business profit forecasts. Further detail on the recognition of deferred tax assets are provided on 
page 213.
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12 Earnings per share

2011 
£m

2010 
£m

2009 
£m

Profit attributable to equity holders of parent from continuing operations 3,007 3,564 2,628 

Dilutive impact of convertible options – (10) (17)

Profit attributable to equity holders of parent from continuing operations including dilutive impact of 
convertible options

3,007 3,554 2,611 

Profit attributable to equity holders of the parent from discontinued operations – – 6,765 

2011 
million

2010 
million

2009 
million

Basic weighted average number of shares in issue  11,988  11,719  10,890 

Number of potential ordinary shares  538  733  594 

Diluted weighted average number of shares  12,526  12,452  11,484 

Basic earnings per share Diluted earnings per share

2011 
p

2010 
p

2009 
p

2011 
p

2010 
p

2009 
p

Earnings per ordinary share from continuing operations  25.1  30.4  24.1  24.0  28.5  22.7

Earnings per ordinary share from discontinued operations – –  62.1 – –  58.9

Earnings per ordinary share  25.1  30.4  86.2  24.0  28.5  81.6

The calculation of basic earnings per share is based on the profit attributable to equity holders of the parent and the number of basic weighted average 
number of shares excluding treasury shares held in employee benefit trusts or held for trading. The basic weighted average number of shares in issue 
for 2011 reflects the full year impact of the exercise of 758 million warrants in 2010. No warrants were exercised in 2011. 

When calculating the diluted earnings per share, the weighted average number of shares in issue is adjusted for the effects of all dilutive potential 
ordinary shares held in respect of Barclays PLC, totalling 538 million (2010: 733 million) shares. In addition, the profit attributable to equity holders of 
the parent is adjusted for the dilutive impact of the potential conversion of outstanding options held in respect of Absa Group Limited. The decrease in 
the number of potential ordinary shares is primarily driven by the impact of the decrease in the average share price to £2.34 (2010: £3.06) on both the 
379 million (2010: 379 million) unexercised warrants and the 867 million (2010: 795 million) outstanding options granted under employee share 
schemes, which have strike prices ranging from £1.41 to £5.49 with an average of £3.71 (2010: £4.01).

Of the total number of employee share options and share awards at 31 December 2011, 248 million were anti-dilutive (2010: 59 million).

13 Dividends on ordinary shares
The Directors have approved a final dividend in respect of 2011 of 3.0p per ordinary share of 25p each, amounting to £366m (2010: £298m), which will 
be paid on 16 March 2012. The financial statements for the year ended 31 December 2011 do not reflect this dividend, which will be accounted for in 
shareholders’ equity as an appropriation of retained profits in the year ending 31 December 2012. The 2011 financial statements include the 2011 
interim dividends of £362m (2010: £355m) and final dividend declared in relation to 2010 of £298m (2009: £176m).

14 Discontinued operations 
On 1 December 2009 the Group completed the sale of BGI to BlackRock, Inc. recognising a profit on disposal before tax of £6,331m. The tax charge on 
the profit on disposal was £43m reflecting the application of UK substantial shareholdings relief in accordance with UK tax law. 

The consideration at completion was $15.2bn (£9.5bn), including 37.567 million new BlackRock, Inc. shares. Under the terms of the transaction 
Bob Diamond and John Varley were appointed to the BlackRock, Inc. Board, which comprises 17 directors. As at 31 December 2011 the Group held 
an economic interest of 19.7% of BlackRock, Inc. and 2.2% of the voting rights. Barclays may not acquire additional voting rights and must vote in 
accordance with the recommendations of the BlackRock, Inc. Board of Directors. The Group is not deemed to exercise significant influence and the 
investment has been accounted for as an available for sale equity investment. 

The Group has provided BlackRock, Inc. with customary warranties and indemnities in connection with the sale. Barclays will also continue to indemnify 
securities lending arrangements until 30 November 2012 (included within contingent liabilities in Note 30) and provide support to certain BGI cash 
funds until December 2013 in the form of credit derivatives (included within derivative liabilities in Note 17) and financial guarantees (included within 
provisions in Note 29). In addition, Barclays, BlackRock, Inc. and their respective affiliates also enter into agreements and transactions with one another 
in the ordinary course of their respective businesses and on an arm’s length commercial basis, subject to applicable regulation and agreements with 
relevant regulators. 
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Notes to the financial statements
For the year ended 31 December 2011 continued

14 Discontinued operations continued
The disposed BGI business was treated as a discontinued operation. The results for the 11 month period up to the date of disposal (1 December 2009) 
are set out below: 

2009 
£m

Net fee and commission income 1,759 

Other income 104 

Total income 1,863 

Operating expenses (1,137)

Profit before tax from discontinued operations 726 

Tax on discontinued operations (237)

Profit after tax from discontinued operations 489 

Net profit on the disposal of the discontinued operation 6,288 

Profit after tax from discontinued operations, including gain on disposal 6,777 

2009 
£m

Available for sale assets 10 

Currency translation reserve (85)

Tax relating to components of other comprehensive income 17 

Other comprehensive income, net of tax from discontinued operations (58)

2009 
£m

Cash flows from discontinued operations  

Net cash flows from operating activities 333 

Net cash flows from investing activities (25)

Net cash flows from financing activities (550)

Effect of exchange rates on cash and cash equivalents (134)

Net cash flows from discontinued operations (376)
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Assets and liabilities held at fair value

This section presents information regarding assets and liabilities the Group holds and recognises 

at fair value. Fair value refers to the price that would be received to sell an asset or the price that 

would be paid to transfer a liability in an arms length transaction with a willing counterparty which 

may be an observable market price or, where there is no quoted price for the instrument, may be 

estimated based on available market data. Detail regarding the Group’s approach to managing 

market risk can be found on pages 121 to 129.

15 Trading portfolio

Accounting for trading portfolio assets and liabilities
In accordance with IAS 39, all assets and liabilities held for trading purposes are held at fair value with gains and losses arising from changes in fair 
value taken to the income statement in net trading income (Note 5). 

2011 
£m

2010 
£m

Debt securities and other eligible bills 123,364 139,240 

Equity securities 24,861 25,613 

Traded loans 1,374 2,170 

Commodities 2,584 1,844 

Trading portfolio assets 152,183 168,867 

   

Debt securities and other eligible bills (35,063) (64,607)

Equity Securities (10,741) (7,568)

Commodities (83) (518)

Trading portfolio liabilities (45,887) (72,693)

16 Financial assets designated at fair value

Accounting for financial assets designated at fair value
In accordance with IAS 39, financial assets may be designated at fair value, with gains and losses taken to the income statement in net trading 
income (Note 5) and net investment income (Note 6). The Group has the ability to do this when holding the instruments at fair value reduces an 
accounting mismatch (caused by an offsetting liability or asset being held at fair value), is managed by the Group on the basis of its fair value, or 
includes terms that have substantive derivative characteristics (Note 17 Derivative financial instruments).

2011 
£m

2010 
£m

Loans and advances  21,960  22,352 

Debt securities  2,095  1,918 

Equity securities  4,018  5,685 

Reverse repurchase agreements  5,779  7,559 

Customers’ assets held under investment contracts  1,302  1,429 

Other financial assets  1,795  2,542 

Financial assets designated at fair value  36,949  41,485 

The total portfolio of linked liabilities to customers under investment contracts also includes £379m (2010: £518m) reported within cash and balances 
at central banks. The carrying value of the total portfolio assets equals the carrying value of liabilities to customers under investment contracts shown in 
Note 19. Any change in the value of assets results in an equal but opposite change in the value of amounts due to the policyholders. Therefore, the 
Group is not exposed to the financial risks inherent in the investments.
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Notes to the financial statements
For the year ended 31 December 2011 continued

16 Financial assets designated at fair value continued
Credit risk of loans and advances designated at fair value and related credit derivatives
The following table shows the maximum exposure to credit risk, the changes in fair value attributable to changes in credit risk and the cumulative 
changes in fair value since initial recognition together with the amount by which related credit derivatives mitigate this risk:

Maximum exposure as at 
31 December

Changes in fair value during 
the year ended

Cumulative changes in fair 
value from inception

2011 2010 2011 2010 2011 2010

Loans and advances designated at fair value, attributable to credit risk  21,960  22,352  (75)  326  (5,070)  (4,995)

Fair value of related credit derivatives  1,198  2,206  138  (481)  401  263 

17 Derivative financial instruments 
Derivative instruments are contracts whose value is derived from one or more underlying financial instruments or indices defined in the contract. They 
include swaps, forward rate agreements, futures, options and combinations of these instruments and primarily affect the Group’s net interest income, 
net trading income, net fee and commission income and derivative assets and liabilities. Notional amounts of the contracts are not recorded on the 
balance sheet. The Group’s objectives and policies on managing the risks that arise in connection with derivatives, including the policies for hedging, are 
discussed in the Risk Management section on pages 67 to 158. Trading derivatives are managed within the Group’s market risk management policies, 
which are outlined on pages 121 to 129.

The Group’s exposure to credit risk arising from derivative contracts, as well as the Group’s participation in exchange traded and over the counter 
derivatives markets are outlined in the Credit Risk section on page 107.

Accounting for derivatives
The Group applies IAS 39. All derivative instruments are held at fair value through profit or loss, except for derivatives held for risk management 
purposes in an effective hedge relationship (see hedge accounting below). This includes terms included in a contract or other financial asset or 
liability (the host), which, had it been a standalone contract, would have had met the definition of a derivative. These are separated from the host 
and accounted for in the same way as a derivative. 

Hedge accounting
The Group applies hedge accounting to represent, to the maximum possible extent permitted under accounting standards, the economic effects of 
its interest and currency risk management strategies. Derivatives are used to hedge interest rate, exchange rate, commodity, and equity exposures 
and exposures to certain indices such as house price indices and retail price indices related to non-trading positions. Where derivatives are held for 
risk management purposes, and when transactions meet the required criteria for documentation and hedge effectiveness, the Group applies fair 
value hedge accounting, cash flow hedge accounting, or hedging of a net investment in a foreign operation, as appropriate to the risks being 
hedged. 

Fair value hedge accounting 
Changes in fair value of derivatives that qualify and are designated as fair value hedges are recorded in the income statement, together with 
changes in the fair value of the hedged asset or liability that are attributable to the hedged risk. The fair value changes adjust the carrying value of 
the hedged asset or liability held at amortised cost.

If hedge relationships no longer meet the criteria for hedge accounting, hedge accounting is discontinued. For fair value hedges of interest rate risk, 
the fair value adjustment to the hedged item is amortised to the income statement over the period to maturity of the previously designated hedge 
relationship using the effective interest method. If the hedged item is sold or repaid, the unamortised fair value adjustment is recognised 
immediately in the income statement.

Cash flow hedge accounting
For qualifying cash flow hedges, the fair value gain or loss associated with the effective portion of the cash flow hedge is recognised initially in other 
comprehensive income, and then recycled to the income statement in the periods when the hedged item will affect profit or loss. Any ineffective 
portion of the gain or loss on the hedging instrument is recognised in the income statement immediately.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative gain or loss 
existing in equity at that time remains in equity and is recognised when the hedged item is ultimately recognised in the income statement. When a 
forecast transaction is no longer expected to occur, the cumulative gain or loss that was recognised in equity is immediately transferred to the 
income statement.

Hedges of net investments 
The Group’s net investments in foreign operations, including monetary items accounted for as part of the net investment, are hedged for foreign 
currency risks using both derivatives and foreign currency borrowings. Hedges of net investments are accounted for similarly to cash flow hedges; 
the effective portion of the gain or loss on the hedging instrument is being recognised directly in other comprehensive income and the ineffective 
portion being recognised immediately in the income statement. The cumulative gain or loss recognised in other comprehensive income is 
recognised in the income statement on the disposal or partial disposal of the foreign operation, or other reductions in the Group’s investment in the 
operation. 
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17 Derivative financial instruments continued
Types of derivatives held
Foreign exchange derivatives 
The Group’s principal exchange rate related contracts are forward foreign exchange contracts, currency swaps and currency options. Forward foreign 
exchange contracts are agreements to buy or sell a specified quantity of foreign currency, usually on a specified future date at an agreed rate. A 
currency swap generally involves the exchange, or notional exchange, of equivalent amounts of two currencies and a commitment to exchange interest 
periodically until the principal amounts are re-exchanged on a future date. 

Currency options provide the buyer with the right, but not the obligation, either to purchase or sell a fixed amount of a currency at a specified exchange 
rate on or before a future date. As compensation for assuming the option risk, the option writer generally receives a premium at the start of the option 
period. 

Currency derivatives are primarily designated as hedges of the foreign currency risk of net investments in foreign operations.

Interest rate derivatives 
The Group’s principal interest rate related contracts are interest rate swaps, forward rate agreements, basis swaps, caps, floors and swaptions. Included 
in this product category are transactions that include combinations of these features. An interest rate swap is an agreement between two parties to 
exchange fixed rate and floating rate interest by means of periodic payments based upon a notional principal amount and the interest rates defined in 
the contract. Certain agreements combine interest rate and foreign currency swap transactions, which may or may not include the exchange of 
principal amounts. A basis swap is a form of interest rate swap, in which both parties exchange interest payments based on floating rates, where the 
floating rates are based upon different underlying reference indices. In a forward rate agreement, two parties agree a future settlement of the difference 
between an agreed rate and a future interest rate, applied to a notional principal amount. The settlement, which generally occurs at the start of the 
contract period, is the discounted present value of the payment that would otherwise be made at the end of that period. 

Interest rate derivatives, designated as cash flow hedges, primarily hedge the exposure to cash flow variability from interest rates of variable rate loans 
to banks and customers, variable rate debt securities held and highly probable forecast financing transactions and reinvestments.

Interest rate derivatives designated as fair value hedges primarily hedge the interest rate risk of fixed rate borrowings in issue, fixed rate loans to banks 
and customers and investments in fixed rate debt securities held.

Credit derivatives 
The Group’s principal credit derivative-related contracts include credit default swaps and total return swaps. A credit derivative is an arrangement 
whereby the credit risk of an asset (the reference asset) is transferred to the seller of protection. A credit default swap is a contract where the protection 
seller receives premium or interest-related payments in return for contracting to make payments to the protection buyer upon a defined credit event. 
Credit events normally include bankruptcy, payment default on a reference asset or assets, or downgrades by a rating agency. A total return swap is an 
instrument whereby the seller of protection receives the full return of the asset, including both the income and change in the capital value of the asset. 
The buyer of the protection in return receives a predetermined amount. 

Equity derivatives 
The Group’s principal equity-related contracts are equity and stock index swaps and options (including warrants, which are equity options listed on an 
exchange). An equity swap is an agreement between two parties to exchange periodic payments, based upon a notional principal amount, with one 
side paying fixed or floating interest and the other side paying based on the actual return of the stock or stock index. An equity option provides the 
buyer with the right, but not the obligation, either to purchase or sell a specified stock, basket of stocks or stock index at a specified price or level on or 
before a specified date. The Group also enters into fund-linked derivatives, being swaps and options whose underlings include mutual funds, hedge 
funds, indices and multi-asset portfolios. 

Commodity derivatives 
The Group’s principal commodity-related derivative contracts are swaps, options, forwards and futures. The main commodities transacted are base 
metals, precious metals, oil and oil-related products, power and natural gas. 

The Group’s total derivative asset and liability position as reported on the balance sheet is as follows:

Total derivatives 2011 2010

Notional 
contract 
amount

£m

Fair value Notional 
contract 
amount

£m

Fair value

Assets
£m

Liabilities
£m

Assets
£m

Liabilities
£m

Total derivative assets/(liabilities) held for trading 43,095,991 535,306 (524,552) 48,517,204 418,586 (403,163)

Total derivative assets/(liabilities) held for risk management 243,534 3,658 (3,358) 240,353 1,733 (2,353)

Derivative assets/(liabilities) 43,339,525 538,964 (527,910) 48,757,557 420,319 (405,516)
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Notes to the financial statements

17 Derivative financial instruments continued
The fair value of gross derivative assets increased by 28% to £539bn (2010: £420bn) reflecting decreases in the major forward curves, offset by the 
impact of optimisation initiatives. Derivative asset exposures would be £492bn (2010: £378bn) lower than reported under IFRS if netting were 
permitted for assets and liabilities with the same counterparty or for which we hold cash collateral. Derivative liabilities would be £478bn (2010: 
£362bn) lower, reflecting counterparty netting and collateral placed. 

The fair values and notional amounts of derivative instruments held for trading are set out in the following table:

Derivatives held for trading 2011 2010

Notional 
contract 
amount

£m

Fair value Notional 
contract 
amount

£m

Fair value

Assets
£m

Liabilities
£m

Assets
£m

Liabilities
£m

Foreign exchange derivatives       

Forward foreign exchange 2,346,638 29,165 (26,968) 1,823,186 22,882 (22,674)

Currency swaps 1,158,267 27,388 (33,641) 935,420 29,802 (32,433)

OTC options bought and sold 713,690 7,269 (6,669) 739,949 7,736 (7,034)

OTC derivatives 4,218,595 63,822 (67,278) 3,498,555 60,420 (62,141)

Exchange traded futures and options – bought and sold 234,279 – (2) 15,356 – – 

Foreign exchange derivatives 4,452,874 63,822 (67,280) 3,513,911 60,420 (62,141)

Interest rate derivatives       

Interest rate swaps 8,974,201 251,629 (240,849) 10,316,455 202,050 (183,665)

Forward rate agreements 4,556,842 3,249 (3,374) 4,711,960 2,625 (2,881)

OTC options bought and sold 5,426,331 117,689 (113,214) 4,551,516 66,055 (65,395)

OTC derivatives 18,957,374 372,567 (357,437) 19,579,931 270,730 (251,941)

Exchange traded futures and options – bought and sold 1,040,636 3 (3) 975,533 – – 

Exchange traded swaps 15,543,970 – – 21,209,173 – – 

Interest rate derivatives 35,541,980 372,570 (357,440) 41,764,637 270,730 (251,941)

Credit derivatives

OTC swaps 1,666,786 60,481 (57,972) 1,780,264 45,977 (44,068)

Exchange traded credit default swaps 219,864 2,831 (3,376) 172,211 1,040 (976)

Credit derivatives 1,886,650 63,312 (61,348) 1,952,475 47,017 (45,044)

Equity and stock index derivatives       

OTC options bought and sold 95,233 7,393 (10,768) 118,363 9,340 (13,424)

Equity swaps and forwards 167,098 2,516 (2,808) 56,478 2,226 (2,359)

OTC derivatives 262,331 9,909 (13,576) 174,841 11,566 (15,783)

Exchange traded futures and options – bought and sold 237,779 3,293 (2,616) 303,463 3,017 (2,816)

Equity and stock index derivatives 500,110 13,202 (16,192) 478,304 14,583 (18,599)

Commodity derivatives       

OTC options bought and sold 91,573 2,810 (2,554) 93,937 3,778 (3,751)

Commodity swaps and forwards 300,100 17,778 (17,579) 326,336 18,743 (19,133)

OTC derivatives 391,673 20,588 (20,133) 420,273 22,521 (22,884)

Exchange traded futures and options – bought and sold 322,704 1,812 (2,159) 387,604 3,315 (2,554)

Commodity derivatives 714,377 22,400 (22,292) 807,877 25,836 (25,438)

Derivative assets/(liabilities) held for trading 43,095,991 535,306 (524,552) 48,517,204 418,586 (403,163)

For the year ended 31 December 2011 continued
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17 Derivative financial instruments continued
The fair values and notional amounts of derivative instruments held for risk management are set out in the following table:

Derivatives held for risk management 2011 2010

Notional 
contract 
amount

£m

Fair value Notional 
contract 
amount

£m

Fair value

Assets
£m

Liabilities
£m

Assets
£m

Liabilities
£m

Derivatives designated as cash flow hedges       

Interest rate swaps 120,557 2,147 (1,725) 126,904 760 (882)

Forward foreign exchange 328 3 (1) 581 – (43)

Exchange traded interest rate swaps 36,264 – – 22,278 – – 

Derivatives designated as cash flow hedges 157,149 2,150 (1,726) 149,763 760 (925)

Derivatives designated as fair value hedges       

Currency swaps – – – 679 – (54)

Interest rate swaps 38,574 1,447 (1,238) 42,301 905 (872)

Forward foreign exchange – – – 4,561 19 (86)

Exchange traded interest rate swaps 35,801 – – 36,427 – – 

Derivatives designated as fair value hedges 74,375 1,447 (1,238) 83,968 924 (1,012)

Derivatives designated as hedges of net investments       

Forward foreign exchange 11,391 61 (388) 5,870 28 (199)

Currency swaps 619 – (6) 752 21 (217)

Derivatives designated as hedges of net investment 12,010 61 (394) 6,622 49 (416)

Derivatives held for risk management 243,534 3,658 (3,358) 240,353 1,733 (2,353)

The Group has hedged the following forecast cash flows, which primarily vary with interest rates. These cash flows are expected to impact the income 
statement in the following periods, excluding any hedge adjustments that may be applied:

Total 
£m

Up to 
one year

£m

Between 
one to 

two years
£m

Between 
two to 

three years
£m

Between
three to 

four years
£m

Between 
four to 

five years
£m

More than 
five years

£m

2011        

Forecast receivable cash flows 3,818 700 582 597 612 596 731 

Forecast payable cash flows 177 108 28 24 9 – 8 

        

2010        

Forecast receivable cash flows 2,861 440 570 625 526 291 409 

Forecast payable cash flows 307 69 52 76 82 22 6 

The maximum length of time over which the Group hedges exposure to the variability in future cash flows for forecast transactions, excluding those 
forecast transactions related to the payment of variable interest on existing financial instruments, is 9 years (2010: 14 years).

Amounts recognised in net interest income 2011 
£m

2010 
£m

Losses on the hedged items attributable to the hedged risk (765) (1,172)

Gains on the hedging instruments 683 1,286 

Fair value ineffectiveness (82) 114 

Cash flow hedging ineffectiveness 8 138 

Net investment hedging ineffectiveness (1) (10)

All gains or losses on hedging derivatives relating to forecast transactions, which are no longer expected to occur, have been recycled to the income 
statement.

Gains and losses transferred from the cash flow hedging reserve in the current year to: interest income was a £86m gain (2010: £88m gain); interest 
expense a £732m gain (2010: £515m gain); net trading income a £157m loss (2010: £148m loss); and administration and general expenses a £2m gain 
(2010: £99m gain).
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Notes to the financial statements
For the year ended 31 December 2011 continued

18 Available for sale financial assets 

Accounting for available for sale financial assets
Available for sale financial assets are held at fair value with gains and losses being included in other comprehensive income. The Group uses this 
classification for assets that are not derivatives and are not held for trading purposes or otherwise designated at fair value through profit or loss, or 
at amortised cost. Dividends and interest (calculated using the effective interest method) are recognised in the income statement in net interest 
income (Note 3) or, net investment income (Note 6). On disposal, the cumulative gain or loss recognised in other comprehensive income is also 
included in net investment income.

For impairment of available for sale debt and equity investments, see Note 7, Credit impairment charges and impairment on available for sale assets.

2011 
£m

2010 
£m

Debt securities and other eligible bills 63,610 59,629 

Equity securities 4,881 5,481 

Available for sale financial investments 68,491 65,110 

Critical accounting estimates and judgements
Approximately US$4.2bn (£2.7bn) of the assets acquired as part of the 2008 acquisition of the North American business of Lehman Brothers had not 
been received by 31 December 2011. Approximately US$3.0bn (£2.0bn) of this amount was recognised as part of the acquisition accounting and is 
included as an available for sale asset in the balance sheet. As discussed in Note 31, Barclays entitlement to these assets was the subject of legal 
proceedings in the United States Bankruptcy Court for the Southern District of New York (the Court) between the SIPA Trustee for Lehman Brothers Inc. 
(the Trustee) and Barclays. On 22 February 2011, the Court issued its Opinion in relation to the legal proceedings deciding some of the claims in the 
Trustee’s favour and some in favour of Barclays. On 15 July 2011, the Court entered final Orders implementing its Opinion. The final Orders provide that 
Barclays is not entitled to receive approximately US$2.4bn (£1.6bn), and is only conditionally entitled to receive approximately US$0.8bn (£0.5bn), 
of the undelivered assets. In addition, the final Orders provide that Barclays is not entitled to approximately US$2.1bn (£1.3bn) of assets it had 
already received.

Barclays and the Trustee have each filed a notice of appeal from the Court’s adverse rulings. There continues to be significant judgement involved in the 
valuation of this asset and uncertainty relating to the outcome of the appeal process. The Group takes the view that the effective provision of US$1.2bn 
(£0.8bn) that is reflected in its estimate of fair value is appropriate. If the final Orders were to be unaffected by the appeals, Barclays estimates that after 
taking into account the US$1.2bn (£0.8bn) effective provision, its loss would be approximately US$4.3bn (£2.8bn). The valuation of this asset will be 
kept under review as legal proceedings progress.

19 Financial liabilities designated at fair value

Accounting for liabilities designated at fair value through profit and loss
In accordance with IAS 39, financial liabilities may be designated at fair value, with gains and losses taken to the income statement within net 
trading income (Note 5) and net investment income (Note 6). The Group has the ability to do this when holding the instruments at fair value 
reduces an accounting mismatch (caused by an offsetting liability or asset being held at fair value), is managed by the Group on the basis of its fair 
value, or includes terms that have substantive derivative characteristics (Note 17, Derivative financial instruments).

2011 2010

Fair value
£m

Contractual
amount due
on maturity

£m
Fair value

£m

Contractual
amount due
on maturity

£m

Debt securities  66,565  70,787  76,907  81,589 

Deposits  10,755  11,422  10,243  10,950 

Liabilities to customers under investment contracts  1,681 –  1,947 –

Other financial liabilities  8,996  9,561  8,632  9,533 

Financial liabilities designated at fair value  87,997  91,770  97,729  102,072 

The cumulative own credit net gain that has been recognised is £3,600m at 31 December 2011 (2010: £892m).
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20 Fair value of financial instruments

Accounting for financial assets and liabilities – fair values
The Group applies IAS 39. All financial instruments are initially recognised at fair value on the date of initial recognition and, depending on the 
classification of the asset, may continue to be held at fair value either through profit or loss or other comprehensive income.

The fair value of a financial instrument is the amount for which an asset could be exchanged, or a liability settled, in an arm’s length transaction 
between knowledgeable willing parties.

Wherever possible, fair value is determined by reference to a quoted market price for that instrument. For many of the Group’s financial assets and 
liabilities, especially derivatives, quoted prices are not available, and valuation models are used to estimate fair value. The models calculate the 
expected cash flows under the terms of each specific contract and then discount these values back to a present value. These models use as their 
basis independently sourced market parameters including, for example, interest rate yield curves, equities and commodities prices, option volatilities 
and currency rates. 

For financial liabilities measured at fair value, the carrying amount reflects the effect on fair value of changes in own credit spreads derived from 
observable market data, such as spreads on Barclays issued bonds or credit default swaps. Most market parameters are either directly observable or 
are implied from instrument prices. The model may perform numerical procedures in the pricing such as interpolation when input values do not 
directly correspond to the most actively traded market trade parameters. 

On initial recognition, it is presumed that the transaction price is the fair value unless there is observable information available in an active market to 
the contrary. 

For valuations that have made use of significant unobservable inputs, the difference between the model valuation and the initial transaction price 
(‘Day One profit’) is recognised in profit or loss either:

 – on a straight-line basis over the term of the transaction, or over the period until all model inputs will become observable where appropriate; or 

 – released in full when previously unobservable inputs become observable. 

Various factors influence the availability of observable inputs and these may vary from product to product and change over time. Factors include the 
depth of activity in the relevant market, the type of product, whether the product is new and not widely traded in the marketplace, the maturity of 
market modelling and the nature of the transaction (bespoke or generic). To the extent that valuation is based on models or inputs that are not 
observable in the market, the determination of fair value can be more subjective, dependant on the significance of the unobservable input to the 
overall valuation. Unobservable inputs are determined based on the best information available, for example by reference to similar assets, similar 
maturities or other analytical techniques.

The sensitivity of valuations used in the financial statements to reasonably possible changes in variables is shown on page 236.
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Notes to the financial statements
For the year ended 31 December 2011 continued

20 Fair value of financial instruments continued
Comparison of carrying amounts and fair values
The following table summarises the carrying amounts of financial assets and liabilities presented on the Group’s balance sheet where the carrying 
amount is not a reasonable approximation of fair value. 

2011 2010

Carrying
amount

£m

Fair
value

£m

Carrying
amount

£m

Fair
value

£m

Financial assetsa     

Loans and advances to banks 47,446 47,446 37,799 37,768 

Loans and advances to customers:     

– Home loans 171,272 163,433 168,055 161,439 

– Credit cards, unsecured and other retail lending 64,492 63,482 59,269 58,944 

– Wholesale 196,170 190,408 200,618 196,124 

Reverse repurchase agreements and other similar secured lending 153,665 153,365 205,772 205,527 

     

Financial liabilitiesb     

Deposits from banks 91,116 91,137 77,975 77,949 

Customer accounts:     

– Current and demand accounts 116,208 116,208 110,443 110,443 

– Savings accounts 93,160 93,160 91,928 91,928 

– Other time deposits 156,664 156,689 143,417 143,580 

Debt securities in issue 129,736 128,997 156,623 155,974 

Repurchase agreements and other similar secured lending 207,292 207,292 225,534 225,511 

Subordinated liabilities 24,870 20,745 28,499 27,183 

Valuation inputs
IFRS 7 Financial Instruments: Disclosure requires an entity to classify its financial instruments held at fair value according to a hierarchy that reflects the 
significance of observable market inputs. The classification of a financial instrument is based on the lowest level input that is significant to the fair value 
measurement in its entirety. The three levels of the fair value hierarchy are defined below.

Quoted market prices – Level 1 
Financial instruments are classified as Level 1 if their value is observable in an active market. Such instruments are valued by reference to unadjusted 
quoted prices for identical assets or liabilities in active markets where the quoted price is readily available, and the price represents actual and regularly 
occurring market transactions on an arm’s length basis. An active market is one in which transactions occur with sufficient volume and frequency to 
provide pricing information on an ongoing basis. 

This category includes liquid government bonds actively traded through an exchange or clearing house, actively traded listed equities and actively 
exchange-traded derivatives.

Valuation technique using observable inputs – Level 2 
Financial instruments classified as Level 2 have been valued using models whose inputs are observable in an active market. Valuations based on 
observable inputs include financial instruments such as swaps and forwards which are valued using market standard pricing techniques, and options 
that are commonly traded in markets where all the inputs to the market standard pricing models are observable. 

This category includes most investment grade and liquid high yield bonds, certain asset backed securities, US agency securities, government bonds, 
less actively traded listed equities, bank, corporate and municipal obligations, certain OTC derivatives, certain convertible bonds, certificates of deposit, 
commercial paper, collateralised loan obligations (CLOs), most commodities based derivatives, credit derivatives, certain credit default swaps (CDSs), 
most fund units, certain loans, foreign exchange spot and forward transactions and certain issued notes.

Notes
a The carrying value of financial assets measured at amortised cost (including loans and advances, and other lending such as reverse repurchase agreements and cash collateral on 

securities borrowed) is determined in accordance with the accounting policy noted on pages 238 to 239. Fair value is determined using discounted cash flows, applying market derived 
interest rates. Alternatively, the fair value is determined by applying an average of available regional and industry segmental credit spreads to the loan portfolio, taking the contractual 
maturity of the loan facilities into consideration. 

b The carrying value of financial liabilities measured at amortised cost (including customer accounts and other deposits such as repurchase agreements and cash collateral on securities 
lent, debt securities in issue and subordinated liabilities) is determined in accordance with the accounting policy noted on page 238. Fair values of other debt securities in issue are based 
on quoted prices where available, or where these are unavailable, are estimated using a valuation model. Fair values for dated and undated convertible and non convertible loan capital are 
based on quoted market rates for the issue concerned or similar issues with terms and conditions.
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20 Fair value of financial instruments continued
Valuation technique using significant unobservable inputs – Level 3
Financial instruments are classified as Level 3 if their valuation incorporates significant inputs that are not based on observable market data 
(unobservable inputs). Such inputs are generally determined based on observable inputs of a similar nature, historical observations on the level of the 
input or other analytical techniques. 

This category includes certain corporate debt securities, distressed debt, private equity investments, commercial real estate loans, certain OTC 
derivatives (requiring complex and unobservable inputs such as correlations and long dated volatilities), certain convertible bonds, certain CDS, 
derivative exposures to monoline insurers, certain fund units, certain asset backed securities, certain issued notes, certain CDOs (synthetic and some 
cash underlyings), certain CLOs and certain loans.

The following table shows the Group’s financial assets and liabilities that are measured at fair value analysed by level within the fair value hierarchy.

Financial assets and liabilities measured at fair value Valuation technique using

Quoted
market
prices

(Level 1)
£m

Observable
inputs

 (Level 2)
£m

Significant
unobservable

inputs
(Level 3)

£m
Total

£m

As at 31 December 2011     

Trading portfolio assets 61,530 81,449 9,204 152,183 

Financial assets designated at fair value 4,179 24,091 8,679 36,949 

Derivative financial assets 2,550 525,147 11,267 538,964 

Available for sale financial investments 30,857 34,761 2,873 68,491 

Total assets 99,116 665,448 32,023 796,587 

     

Trading portfolio liabilities (26,155) (19,726) (6) (45,887)

Financial liabilities designated at fair value (39) (84,822) (3,136) (87,997)

Derivative financial liabilities (2,263) (517,066) (8,581) (527,910)

Total liabilities (28,457) (621,614) (11,723) (661,794)

     

As at 31 December 2010     

Trading portfolio assets 48,466 114,660 5,741 168,867 

Financial assets designated at fair value 5,406 25,175 10,904 41,485 

Derivative financial assets 3,023 408,214 9,082 420,319 

Available for sale financial investments 25,619 36,201 3,290 65,110 

Total assets 82,514 584,250 29,017 695,781 

     

Trading portfolio liabilities (30,247) (42,345) (101) (72,693)

Financial liabilities designated at fair value (4) (94,088) (3,637) (97,729)

Derivative financial liabilities (2,567) (396,695) (6,254) (405,516)

Total liabilities (32,818) (533,128) (9,992) (575,938)

Transfers between Level 1 and Level 2 primarily comprised government bonds that had more observable market prices moving from Level 2 to Level 1.
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Notes to the financial statements

20 Fair value of financial instruments continued
The following table shows the Group’s financial assets and liabilities that are measured at fair value disaggregated by valuation technique and product 
type.

Financial assets and liabilities measured at fair value by product type 

Assets 
Valuation technique using

Liabilities 
Valuation technique using

Quoted
market
prices

(Level 1)
£m

Observable
inputs

(Level 2)
£m

Significant
unobservable

inputs
(Level 3)

£m

Quoted
market
prices

(Level 1)
£m

Observable
inputs

(Level 2)
£m

Significant
unobservable

inputs
(Level 3)

£m

As at 31 December 2011       

Commercial real estate loans – – 2,452 – – – 

Asset backed products 30 29,995 5,752 – (5,595) (1,020)

Other credit products – 55,347 4,386 – (57,608) (3,765)

Derivative exposure to monoline insurers – – 1,129 – – – 

Non-asset backed debt instruments 66,622 84,296 4,213 (15,788) (77,966) (2,086)

Equity products 30,141 7,810 1,079 (12,589) (11,724) (1,531)

Private equity – 39 2,827 – – – 

Funds and fund-linked products 968 3,169 1,290 – (1,017) – 

Foreign exchange products – 34,658 457 – (33,536) (187)

Interest rate products – 405,635 2,433 – (399,254) (2,090)

Commodity products 857 26,551 773 (4) (33,120) (991)

Other 498 17,948 5,232 (76) (1,794) (53)

Total 99,116 665,448 32,023 (28,457) (621,614) (11,723)

       

As at 31 December 2010       

Commercial real estate loans – – 5,424 – – – 

Asset backed products – 39,649 4,628 – (6,287) (1,912)

Other credit products – 50,230 1,097 – (42,216) (1,318)

Derivative exposure to monoline insurers – – 1,449 – – – 

Non-asset backed debt instruments 47,108 99,625 2,956 (23,008) (105,481) (2,719)

Equity products 33,054 9,708 1,478 (9,292) (14,342) (1,895)

Private equity – 27 2,844 – – – 

Funds and fund-linked products 591 3,674 1,084 – (1,827) – 

Foreign exchange products – 29,883 506 – (30,349) (241)

Interest rate products – 305,235 2,407 – (291,420) (1,079)

Commodity products 1,378 28,520 493 (518) (36,191) (629)

Other 383 17,699 4,651 – (5,015) (199)

Total 82,514 584,250 29,017 (32,818) (533,128) (9,992)

For the year ended 31 December 2011 continued
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20 Fair value of financial instruments continued
Level 3 classification
The following table shows Level 3 financial assets and liabilities disaggregated by balance sheet classification and product type.

Level 3 financial assets and liabilities by balance sheet classification and product type 

Non-derivative assets Non-derivative liabilities Derivatives

Trading
portfolio

assets
£m

Financial
assets

designated at
fair value

£m

Available for
sale assets

£m

Trading
portfolio
liabilities

£m

Financial
liabilities

designated at
fair value

£m

Net derivative
financial

instrumentsa

£m

As at 31 December 2011       

Commercial real estate loans – 2,452 – – – – 

Asset backed products 3,306 693 252 (1) (13) 495 

Other credit products – 196 – – (1,007) 1,432 

Derivative exposure to monoline insurers – – – – – 1,129 

Non-asset backed debt instruments 3,953 223 36 (5) (2,081) 1 

Equity products 115 – 15 – – (582) 

Private equity – 2,238 589 – – – 

Funds and fund-linked products 1,258 32 – – – – 

Foreign exchange products 6 – – – – 264 

Interest rate products – 3 – – – 340 

Commodity products – – 18 – (35) (201) 

Other 566 2,842 1,963 – – (192) 

Total 9,204 8,679 2,873 (6) (3,136) 2,686 

       

As at 31 December 2010       

Commercial real estate loans – 5,424 – – – – 

Asset backed products 1,720 364 312 (5) (17) 342 

Other credit products – 237 – (4) (716) 262 

Derivative exposure to monoline insurers – – – – – 1,449 

Non-asset backed debt instruments 2,460 325 168 (1) (2,690) (25) 

Equity products 135 – 27 – – (579) 

Private equity 50 1,995 799 – – – 

Funds and fund-linked products 1,084 – – – – – 

Foreign exchange products – – – – – 265 

Interest rate products – 61 – – (27) 1,294 

Commodity products – 14 4 – (161) 7 

Other 292 2,484 1,980 (91) (26) (187) 

Total 5,741 10,904 3,290 (101) (3,637) 2,828 

Note
a The derivative financial instruments in the tables above are represented on a net basis. On a gross basis derivative financial assets as at 31 December 2011 totalled £11,267m (2010: 

£9,082m) and derivative financial liabilities totalled £8,581m (2010: £6,254m).
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Notes to the financial statements

20 Fair value of financial instruments continued
Level 3 movement analysis
The following table summarises the movements in the Level 3 balance during the year. The table shows gains and losses and includes amounts for all 
financial assets and liabilities transferred to and from Level 3 during the year. Transfers have been reflected as if they had taken place at the beginning 
of the year.

Analysis of movements in Level 3 financial assets and 
liabilities

Trading
portfolio

assets
£m

Financial
assets

designated at
fair value

£m

Available for
sale assets

£m

Trading
portfolio
liabilities

£m

Financial
liabilities

designated at
fair value

£m

Net derivative
financial

instrumentsa

£m
Total

£m

As at 1 January 2011 5,741 10,904 3,290 (101) (3,637) 2,828 19,025 

Purchases 6,863 1,659 74 2 – 420 9,018 

Sales (5,390) (2,210) (317) 5 223 (144) (7,833)

Issues – 57 – – (647) (389) (979)

Settlements (190) (2,157) (39) – 523 60 (1,803)

Total gains and losses in the period recognised in the income 
statement        

– trading income (355) 117 – 2 982 (686) 60 

– other income – (12) 90 – 150 – 228 

Total gains or losses recognised in other comprehensive 
income

– – (26) – – – (26)

Transfers in/(transfers out) 2,535 321 (199) 86 (730) 597 2,610 

As at 31 December 2011 9,204 8,679 2,873 (6) (3,136) 2,686 20,300 

        

As at 1 January 2010 6,078 10,700 1,277 (78) (3,828) 3,087 17,236 

Purchases 2,830 890 234 (96) (12) 762 4,608 

Sales (3,334) (1,117) (121) – 39 147 (4,386)

Issues – – – – (243) (555) (798)

Settlements (455) (924) (206) 63 601 (94) (1,015)

Total gains and losses in the period recognised in the income 
statement – – – – – – –

– trading income 683 203 – – (730) (5) 151 

– other income – 173 (94) – – – 79 

Total gains or losses recognised in other comprehensive 
income

– – 208 – – – 208 

Transfers in/(transfers out) (61) 979 1,992 10 536 (514) 2,942 

As at 31 December 2010 5,741 10,904 3,290 (101) (3,637) 2,828 19,025 

The significant movements in the Level 3 positions during the year ended 31 December 2011 are as follows: 

 – Purchases of £9.0bn, primarily comprising £5.1bn of assets acquired as part of the acquisition of Protium, £2.1bn of other non-asset backed debt 
instruments, £0.6bn of asset backed products and £0.4bn of derivative products;

 – Sales of £7.8bn including the sale of £2.8bn Protium assets post acquisition, the sale of £1.9bn of non-asset backed debt instruments, £1.0bn of 
asset backed products, £1.0bn of legacy commercial real estate loans and £0.3bn of private equity investments;

 – Settlements of £1.8bn including the £0.8bn Baubecon debt restructuring and repayments received on other legacy commercial real estate loans. For 
further details, on Baubecon, refer to Note 41;

 – Net transfers into Level 3 of £2.6bn primarily comprised transfers of inflation linked bond trading portfolio assets, for which fair values have become 
less observable in the market; and

 – Issuances of £1.0bn, comprising £0.4bn of derivatives products, £0.3bn of structured notes and £0.3bn of non-asset backed products.

Movements on the fair value of Level 3 assets recognised in the income statement totalled £0.3bn (2010: £0.2bn). 

For the year ended 31 December 2011 continued

Note
a The derivative financial instruments in the tables above are represented on a net basis. On a gross basis derivative financial assets as at 31 December 2011 totalled £11,267m (2010: 

£9,082m) and derivative financial liabilities totalled £8,581m (2010: £6,254m).
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20 Fair value of financial instruments continued
Gains and losses on Level 3 financial assets and liabilities
The following table discloses the gains and losses recognised in the year arising on Level 3 financial assets and liabilities held at year end.

Gains and losses recognised during the period on Level 3 
financial assets and liabilities held

Trading
portfolio

assets
£m

Financial
assets

designated at
fair value

£m

Available for
sale assets

£m

Trading
portfolio
liabilities

£m

Financial
liabilities

designated at
fair value

£m

Net derivative
financial

instruments
£m

Total
£m

As at 31 December 2011        

Recognised in the income statement        

– trading income (44) 270 – – 729 (324) 631 

– other income – 118 (54) – – – 64 

Total gains or losses recognised in other comprehensive 
income

– – 135 – – – 135 

Total (44) 388 81 – 729 (324) 830 

        

As at 31 December 2010        

Recognised in the income statement        

– trading income 345 215 – (1) (528) (66) (35)

– other income – 115 (166) – – – (51)

Total gains or losses recognised in other comprehensive 
income

– – 133 – – – 133 

Total 345 330 (33) (1) (528) (66) 47 

Valuation control framework
The Independent Valuation Control function is responsible for independent price verification, oversight of fair value adjustments and escalation of 
valuation issues. This process covers all fair value positions and is a key control in ensuring the material accuracy of valuations.

Price verification uses independently sourced data that is deemed most representative of the market. The characteristics against which the data source 
is assessed are independence, reliability, consistency with other sources and evidence that the data represents an executable price. The most current 
data available at balance sheet date is used. Where significant variances are noted in the independent price verification process, an adjustment is taken 
to the fair value position. Additional fair value adjustments may be taken to reflect such factors as bid-offer spreads, market data uncertainty, model 
limitations and counterparty risk.

Independent price verification results and fair value adjustments are reported on a monthly basis to the Valuation Committee. This committee is 
responsible for overseeing valuation and fair value adjustment policy within Corporate and Investment Banking and this is the forum to which valuation 
issues are escalated. The Valuation Committee delegates more detailed review to the following five Sub-Committees: Independent Valuations, Legacy 
and Other Assets, Litigation Risk, Models, and Governance.

The Independent Valuations Sub-Committee reviews the results of the independent price verification and fair value adjustments process on a monthly 
basis. This includes, but is not limited to, reviewing fair value adjustments and methodologies, independent price verification results, limits and 
valuation uncertainty. The Legacy and Other Assets Sub-Committee is responsible for overseeing the valuation and measurement issues arising in 
legacy assets, certain AFS positions and other assets as delegated by the Valuation Committee. The Litigation Risk Sub-Committee is responsible for 
overseeing the valuation and measurement issues arising from legal risks within Barclays Corporate and Investment Banking. 

The Models Sub-Committee is responsible for overseeing policies and controls related to the use of valuation models. This includes but is not limited to 
review of global model risk reports, the trade approval process and model validation, model-related fair value adjustments, and independent price 
verification variances or collateral disputes relating to model usage.

The Governance Sub-Committee is responsible for overseeing the governance of valuation processes, policies and procedures. This Sub-Committee 
monitors the development of the Valuation control framework, completeness of balance sheet oversight and appropriate representation of Senior 
Management at the Valuation Committee and each of the above referenced Sub-Committees. Regulatory and accounting issues related to fair value are 
assessed by the Governance Sub-Committee.
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Notes to the financial statements
For the year ended 31 December 2011 continued

20 Fair value of financial instruments continued
Valuation techniques 
Current year valuation methodologies were consistent with the prior year unless otherwise noted below. These methodologies are commonly used by 
market participants. The valuation techniques used for the main products that are not determined by reference to unadjusted quoted prices (Level 1), 
are described below.

Commercial real estate loans
This category includes lending on a range of commercial property types including retail, hotel, office, multi-family and industrial properties. 

Performing loans are valued using a spread-based approach, with consideration of characteristics such as property type, geographic location, yields, 
credit quality and property performance reviews. Where there is significant uncertainty regarding loan performance, valuation is based on the 
underlying collateral, whose value is determined through property-specific information such as third party valuation reports and bids for the underlying 
properties. 

Since each commercial real estate loan is unique in nature and the secondary commercial loan market is relatively illiquid, valuation inputs are generally 
considered unobservable.

Asset backed products
These are debt and derivative products that are linked to the cash flows of a pool of referenced assets via securitisation. This category includes 
residential mortgage backed securities, commercial mortgage backed securities, asset backed securities, CDOs (collateralised debt obligations), CLOs 
(collateralised loan obligations) and derivatives with cash flows linked to securitisations. 

Where available, valuations are based on observable market prices which are sourced from broker quotes and inter-dealer prices. Otherwise, valuations 
are determined using industry standard cash flow models that calculate fair value based on loss projections, prepayment, recovery and discount rates. 

These inputs are determined by reference to a number of sources including proxying to observed transactions, market indices or market research, and 
by assessing underlying collateral performance.

 Proxying to observed transactions, indices or research requires an assessment and comparison of the relevant securities’ underlying attributes 
including collateral, tranche, vintage, underlying asset composition (historical losses, borrower characteristics, and loan attributes such as loan-to-value 
ratio and geographic concentration) and credit ratings (original and current).

Other credit products
These products are linked to the credit spread of a referenced entity, index or basket of referenced entities. This category includes synthetic CDOs, 
single name and index CDS and Nth to default basket swaps. Within this population, valuation inputs are unobservable for CDS with illiquid reference 
assets and certain synthetic CDOs. 

CDS are valued using a market standard model that incorporates the credit curve as its principal input. Credit spreads are observed directly from broker 
data, third party vendors or priced to proxies. Where credit spreads are unobservable, they are determined with reference to recent transactions or bond 
spreads from observable issuances of the same issuer or other similar entities as a proxy. 

Synthetic CDOs are valued using a model that calculates fair value based on observable and unobservable parameters including credit spreads, 
recovery rates, correlations and interest rates and is calibrated daily. For index and bespoke synthetic CDOs with unobservable inputs, correlation is set 
with reference to the index tranche market.

Derivative exposure to monoline insurers
These products are derivatives through which credit protection has been purchased on structured debt instruments (primarily CLOs) from monoline 
insurers.

The value of the CDS is derived from the value of the cash instrument that it protects. A valuation adjustment is then applied to reflect the counterparty 
credit risk associated with the relevant monoline. This adjustment is calculated using an assessment of the likely recovery of the protected cash security, 
which is derived from a scenario-based calculation of the mark-to-market of the instrument using an appropriate valuation model; and the probability 
of default and loss given default of the monoline counterparty, as estimated from independent fundamental credit analysis. Due to the counterparty 
credit risk associated with these insurers, derivative exposure to monoline counterparty insurers is generally considered unobservable. 
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20 Fair value of financial instruments continued
Non-asset backed debt instruments
These are government bonds, US agency bonds, corporate bonds, commercial paper, certificates of deposit, convertible bonds, notes and other 
non-asset backed bonds. Within this population, valuation inputs are unobservable for certain convertible bonds and corporate bonds.

Liquid government bonds actively traded through an exchange or clearing house are marked to the closing levels observed in these markets. Less liquid 
government bonds, US agency bonds, corporate bonds, commercial paper and certificates of deposit are valued using observable market prices which 
are sourced from broker quotes, inter-dealer prices or other reliable pricing services. Where there are no observable market prices, fair value is 
determined by reference to either issuances or CDS spreads of the same issuer as proxy inputs to obtain discounted cash flow amounts. In the absence 
of observable bond or CDS spreads for the respective issuer, similar reference assets or sector averages are applied as a proxy (the appropriateness of 
proxies being assessed based on issuer, coupon, maturity and industry). 

Convertible bonds are valued using prices observed through broker sources, market data services and trading activity. Where reliable external sources 
are not available, fair value is determined using a spread to the equity conversion value or the value of the bond without the additional equity 
conversion. The spread level is determined with reference to similar proxy assets.

Fair valued issued notes are valued using discounted cash flow techniques and industry standard models incorporating various observable input 
parameters depending on the terms of the instrument. Any unobservable inputs generally have insignificant impact on the overall valuation.

Equity products
This category includes listed equities, exchange traded equity derivatives, OTC equity derivatives, preference shares and contracts for difference.

OTC equity derivatives valuations are determined using industry standard models. The models calculate fair value based on input parameters such as 
stock prices, dividends, volatilities, interest rates, equity repo curves and, for multi-asset products, correlations. In general, input parameters are deemed 
observable up to liquid maturities which are determined separately for each parameter and underlying instrument. Unobservable model inputs are 
determined by reference to liquid market instruments and applying extrapolation techniques to match the appropriate risk profile.

Private equity
Private equity investments are valued in accordance with the ‘International Private Equity and Venture Capital Valuation Guidelines’. This requires the 
use of a number of individual pricing benchmarks such as the prices of recent transactions in the same or similar entities, discounted cash flow analysis, 
and comparison with the earnings multiples of listed comparative companies. Unobservable inputs include earnings estimates, multiples of 
comparative companies, marketability discounts and discount rates. Model inputs are based on market conditions at the reporting date. The valuation 
of unquoted equity instruments is subjective by nature. However, the relevant methodologies are commonly applied by other market participants and 
have been consistently applied over time. Full valuations are performed at least bi-annually, with the portfolio reviewed on a monthly basis for material 
events that might impact upon fair value.

Funds and fund-linked products
This category includes holdings in hedge funds, funds of funds, and fund derivatives. Fund derivatives are derivatives whose underlyings include mutual 
funds, hedge funds, fund indices and multi-asset portfolios. They are valued using underlying fund prices, yield curves and other available market 
information.

In general, fund holdings are valued based on the latest available valuation received from the fund administrator. Funds are deemed unobservable 
where the fund is either suspended, in wind-down, has a redemption restriction that severely affects liquidity, or where the latest net asset value from 
the fund administrators is more than three months old. In the case of illiquid fund holdings the valuation will take account of all available information in 
relation to the underlying fund or collection of funds and maybe adjusted relative to the performance of relevant index benchmarks.

Foreign exchange products
These products are derivatives linked to the foreign exchange market. This category includes forward contracts, FX swaps and FX options. Exotic 
derivatives are valued using industry standard and bespoke models.

Input parameters include FX rates, interest rates, FX volatilities, interest rate volatilities, FX interest rate correlations and others as appropriate. Certain 
correlations and long dated forward and volatilities are unobservable. Unobservable model inputs are set by referencing liquid market instruments and 
applying extrapolation techniques to match the appropriate risk profile. 
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Notes to the financial statements
For the year ended 31 December 2011 continued

20 Fair value of financial instruments continued
Interest rate products
These are products linked to interest rates or inflation indices. This category includes interest rate and inflation swaps, swaptions, caps, floors, inflation 
options, balance guaranteed swaps and other exotic interest rate derivatives. Interest rate products are valued using standard discounted cash flow 
techniques.

Interest rate derivative cash flows are valued using interest rate yield curves whereby observable market data is used to construct the term structure of 
forward rates. This is then used to project and discount future cash flows based on the parameters of the trade. Instruments with optionality are valued 
using a volatility surface constructed from market observable inputs. Exotic interest rate derivatives are valued using industry standard and bespoke 
models based on observable market parameters which are determined separately for each parameter and underlying instrument. Where unobservable, 
a parameter will be set with reference to an observable proxy. Inflation forward curves and interest rate yield curves are extrapolated beyond observable 
tenors. 

Balance guaranteed swaps are valued using cash flow models that calculate fair value based on loss projections, prepayment, recovery and discount 
rates. These parameters are determined by reference to underlying asset performance, independent research, ABX indices, broker quotes, observable 
trades on similar securities and third party pricing sources. Prepayment is projected based on observing historic prepayment.

During 2010, in line with changes in market practice, the methodology for valuing certain collateralised interest rate products was updated to make use 
of more relevant interest rate yield curves to discount cash flows. For certain collateralised derivatives, Overnight Indexed Swap (OIS) rates were used 
rather than other market reference rates such as LIBOR. During 2011, in line with market practice, the methodology for valuing certain collateralised 
interest rate products was further amended to reflect the impact of “cheapest to deliver” collateral on discounting curves, where counterparty CSA 
(Credit Support Annex) agreements specify the right of the counterparty to choose the currency of collateral posted.

Commodity products
These products are exchange traded and OTC derivatives based on underlying commodities such as metals, crude oil and refined products, agricultural, 
power and natural gas.

The valuations of certain commodity swaps and options are determined using models incorporating discounting of cash flows and other industry 
standard modelling techniques. Valuation inputs include forward curves, volatility surfaces and tenor correlation. Within this population, certain forward 
curves and volatility surfaces for longer dated exposures are unobservable. These unobservable inputs are set with reference to similar observable 
products or by applying extrapolation techniques from the observable market.

Other
This category is largely made up of fixed rate loans, which are valued using models that discount expected future cash flows. These models calculate 
fair value based on observable interest rates and unobservable credit spreads. Unobservable credit spreads are determined by extrapolating observable 
spreads.

The receivables resulting from the acquisition of the North American businesses of Lehman Brothers is included within ‘Other’. For more details, refer to 
Note 31 Legal Proceedings.

Complex derivative instruments
Valuation estimates made by counterparties with respect to complex derivative instruments, for the purpose of determining the amount of collateral to 
be posted, often differ, sometimes significantly, from Barclays’ own estimates. In almost all cases, Barclays has been able to successfully resolve such 
differences or otherwise reach an accommodation with respect to collateral posting levels, including in certain cases by entering into compromise 
collateral arrangements. Due to the ongoing nature of collateral calls, Barclays will often be engaged in discussions with one or more counterparties in 
respect of such differences at any given time. Valuation estimates made by counterparties for collateral purposes are, like any other third-party 
valuation, considered when determining Barclays’ own fair value estimates.

Fair value adjustments 
The main valuation adjustments required to arrive at a fair value are described below:

Bid-Offer valuation adjustments
For assets and liabilities where the firm is not a market maker, mid prices are adjusted to bid and offer prices respectively. Bid-offer adjustments reflect 
expected close out strategy and, for derivatives, the fact that they are managed on a portfolio basis. The methodology for determining the bid-offer 
adjustment for a derivative portfolio will generally involve netting between long and short positions and the bucketing of risk by strike and term in 
accordance with hedging strategy. Bid-offer levels are derived from market sources, such as broker data. For those assets and liabilities where the firm is 
a market maker and has the ability to transact at, or better than, mid price (which is the case for certain equity, bond and vanilla derivative markets), the 
mid price is used, since the bid-offer spread does not represent a transaction cost.

Uncertainty adjustments 
Market data input for exotic derivatives may not have a directly observable bid offer spread. In such instances, an uncertainty adjustment is applied as a 
proxy for the bid offer adjustment. An example of this is correlation risk where an adjustment is required to reflect the possible range of values that 
market participants apply. The uncertainty adjustment may be determined by calibrating to derivative prices, or by scenario analysis or historical 
analysis.
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20 Fair value of financial instruments continued
Model valuation adjustments
New valuation models are reviewed under the firm’s model governance framework. This process identifies the assumptions used and any model 
limitations (for example, if the model does not incorporate volatility skew). Where necessary, fair value adjustments will be applied to take these factors 
into account. Model valuation adjustments are dependant on the size of portfolio, complexity of the model, whether the model is market standard and 
to what extent it incorporates all known risk factors. All models and model valuation adjustments are subject to review on at least an annual basis.

Credit and debit valuation adjustments
Credit valuation adjustments (CVAs) and debit valuation adjustments (DVAs) are incorporated into derivative valuations to reflect the impact on fair 
value of counterparty credit risk and Barclays’ own credit quality respectively. These adjustments are modelled for OTC derivatives across all asset 
classes. Calculations are derived from estimates of exposure at default, probability of default and recovery rates, on a counterparty basis. Counterparties 
include (but are not limited to) corporates, monolines, sovereigns and sovereign agencies, supranationals, and special-purpose vehicles.

Whereas in 2010 certain highly-rated sovereigns, supra-nationals and government agencies were excluded from the CVA calculation, following the 
sovereign debt crisis it has been considered appropriate to include these entities, for which the impact of doing so was a £79m increase in the CVA.

Exposure at default is generally based on expected positive exposure, estimated through the simulation of underlying risk factors. For some complex 
products, where this approach is not feasible, simplifying assumptions are made, either through proxying with a more vanilla structure, or using current 
or scenario-based mark-to-market as an estimate of future exposure. Where strong collateralisation agreement exists as a mitigant to counterparty risk, 
the exposure is set to zero.

Probability of default and recovery rate information is generally sourced from the CDS markets. For counterparties where this information is not 
available, or considered unreliable due to the nature of the exposure, alternative approaches are taken based on mapping internal counterparty ratings 
onto historical or market-based default and recovery information. In particular, this applies to sovereign related names where the effect of using the 
recovery assumptions implied in CDS levels would imply a £300m increase in CVA.

Correlation between counterparty credit and underlying derivative risk factors may lead to a systematic bias in the valuation of counterparty credit risk, 
termed “wrong-way” or “right-way” risk. This is not incorporated into the CVA calculation, but is monitored regularly via scenario analysis and has been 
found to be immaterial. 

Own credit adjustments
The carrying amount of issued notes that are designated under the IAS 39 fair value option is adjusted to reflect the effect of changes in own credit 
spreads. The resulting gain or loss is recognised in the income statement. For funded instruments such as issued notes, mid-level credit spreads on 
Barclays issued bonds are the basis for this adjustment. 

At 31 December 2011, the own credit adjustment arose from the fair valuation of Barclays financial liabilities designated at fair value. Barclays credit 
spreads widened during 2011, leading to a profit of £2,708m (2010: £391m) from the fair value of changes primarily in own credit itself but also 
reflecting the effects of foreign exchange rates, time decay and trade activity. 

Unrecognised gains as a result of the use of valuation models using unobservable inputs
The amount that has yet to be recognised in income that relates to the difference between the transaction price (the fair value at initial recognition) and 
the amount that would have arisen had valuation models using unobservable inputs been used on initial recognition, less amounts subsequently 
recognised, is as follows:

Year ended 31 December 2011 
£m

2010 
£m

Opening balance 137 99 

Additions 93 56 

Amortisation and releases (113) (18)

Closing balance 117 137 

Critical accounting estimates and judgements
Quoted market prices are not available for many of the financial assets and liabilities that are held at fair value and the Group uses a variety of 
techniques to estimate the fair value. The above note describes the more judgemental aspects of valuation in the period, including: credit valuation 
adjustments on monoline exposures, commercial real estate loans, private equity investments, and fair value loans to government and business and 
other services. The following sensitivity analysis is performed on products with significant unobservable parameters (Level 3) to generate a range of 
reasonably possible alternative valuations. These numbers are calculated before taking advantage of any diversification in the portfolio. 
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Notes to the financial statements
For the year ended 31 December 2011 continued

20 Fair value of financial instruments continued
Sensitivity analysis of valuations using unobservable inputs

Fair value Favourable changes Unfavourable changes

Product type

Total 
assets

£m

Total
liabilities

£m

Income
statement

£m
Equity

£m

Income
statement

£m
Equity

£m

As at 31 December 2011       

Commercial real estate loans 2,452 – 102 – (118) –

Asset backed products 5,752 (1,020) 488 2 (388) (2)

Other credit products 4,386 (3,765) 167 – (167) –

Derivative exposure to monoline insurers 1,129 – – – (133) –

Non-asset backed debt instruments 4,213 (2,086) 24 – (22) –

Equity products 1,079 (1,531) 169 11 (169) (15)

Private equity 2,827 – 375 81 (364) (82)

Funds and fund-linked products 1,290 – 174 – (174) –

Foreign exchange products 457 (187) 57 – (57) –

Interest rate products 2,433 (2,090) 60 – (60) –

Commodity products 773 (991) 116 – (123) –

Other 5,232 (53) 196 – (196) –

Total 32,023 (11,723) 1,928 94 (1,971) (99)

       

As at 31 December 2010       

Commercial real estate loans 5,424 – 183 – (167) –

Asset backed products 4,628 (1,912) 317 11 (289) (11)

Other credit products 1,097 (1,318) 38 – (66) –

Derivative exposure to monoline insurers 1,449 – 78 – (230) –

Non-asset backed debt instruments 2,956 (2,719) 56 – (55) –

Equity products 1,478 (1,895) 156 8 (154) (8)

Private equity 2,844 – 279 111 (280) (69)

Funds and fund-linked products 1,084 – 275 – (275) –

Foreign exchange products 506 (241) 51 – (52) –

Interest rate products 2,407 (1,079) 38 – (52) –

Commodity products 493 (629) 30 – (55) –

Other 4,651 (199) 51 – (55) –

Total 29,017 (9,992) 1,552 130 (1,730) (88)

An analysis is performed on products with significant unobservable parameters (Level 3) to generate a range of reasonably possible alternative 
valuations. The methodologies applied take account of the nature of valuation techniques used, as well as the availability and reliability of observable 
proxy and historical data. Sensitivities are calculated without reflecting the impact of any diversification in the portfolio.

The effect of stressing unobservable inputs to a range of reasonably possible alternatives would be to increase fair values by up to £2.0bn (2010: 
£1.7bn) or to decrease fair values by up to £2.1bn (2010: £1.8bn) with substantially all the potential effect impacting profit and loss rather than equity.

Sensitivities are dynamically calculated on a monthly basis. The calculation is based on a range, standard deviation or spread data of a reliable reference 
source or a scenario based on alternative market views. The level of shift or scenarios applied is considered for each product and varied according to the 
quality of the data and variability of underlying market. The approach adopted in determining these sensitivities has continued to evolve during the 
year, in the context of changing market conditions. 

Commercial real estate loans
Sensitivity is determined by applying an adjusted spread of 15% for each loan (both up and down). The adjusted spread is derived from loan origination 
spreads provided by independent market research. For non-performing loans, a plausible worst-case valuation is determined from the history of 
third-party valuation reports or bids received.

Asset backed products
The sensitivity analysis for asset backed products is based on bid offer ranges defined at the asset class level which take into account security level 
liquidity. Half of the observed bid offer range is multiplied by the market value of the position to calculate the valuation sensitivity. Where there is no 
observable bid offer data, price movements on appropriate indices are used. Sensitivity is based on the average of the largest upward and downward 
price movement in the preceding 12 month period.
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20 Fair value of financial instruments continued
Other credit products
The sensitivity of valuations of the illiquid CDS portfolio is determined by applying a shift to each underlying reference asset. The shift is based upon the 
average bid offer spreads observed in the market for similar CDS.

Bespoke Collateralised Synthetic Obligation (CSO) sensitivity is calculated using correlation levels derived from the range of contributors to a consensus 
bespoke service.

Derivative exposure to monoline insurers
Sensitivity is measured by stressing inputs to the counterparty valuation adjustment including our expected exposures and the probability of default of 
the monoline derivative counterparty. The modelled expected exposures are stressed by shifting the recovery rate assumptions on the underlying 
protected assets. The probability of default of the monoline derivative counterparty is stressed by shifting the internal default curve, which is generated 
through the analysis performed by credit risk management. 

Non-asset backed debt instruments
The sensitivity for convertible bonds is determined by applying a shift to each underlying position based upon the bid offer spreads observed in the 
market for similar bonds.

The sensitivity for corporate bonds portfolio is determined by applying a shift to each underlying position driven by average bid offer spreads observed 
in the market for similar bonds.

Equity products
Sensitivity is estimated based on the dispersion of consensus data services either directly or through proxies.

Private equity
The relevant valuation models are each sensitive to a number of key assumptions, such as projected future earnings, comparator multiples, 
marketability discounts and discount rates. Valuation sensitivity is estimated by flexing such assumptions to reasonable alternative levels and 
determining the impact on the resulting valuation.

Funds and fund-linked products
Sensitivity is calculated on an individual fund basis using a loss based scenario approach which factors in the underlying assets of the specific fund and 
assumed recovery rates. 

Foreign exchange products
Sensitivity relating to unobservable valuation inputs is based on the dispersion of consensus data services.

Interest rate products
Sensitivity relating to the valuation of the products is mainly driven from the dispersion of the consensus data.

Commodity products
Sensitivity is determined primarily by measuring historical variability over two years. The estimate is calculated using data for short dated parameter 
curves to generate best and worst case scenarios. Where historical data is unavailable or uncertainty is due to volumetric risk, sensitivity is measured by 
applying appropriate stress scenarios or using proxy bid-offer spread levels.

Other
The sensitivity for fixed rate loans is calculated by applying a 25% shift in borrower credit spreads.

No stress has been applied to the receivables relating to the Lehman acquisition (refer to Note 18). Due to the uncertainty inherent in legal proceedings, 
it is not possible to identify reasonable upside and downside stresses on a basis comparable with the other assets analysed.

The sensitivity for credit valuation adjustments is calculated by assessing the impact on the counterparty credit spreads of stressing their credit ratings 
by two ratings notches.
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Notes to the financial statements
For the year ended 31 December 2011 continued

Financial instruments held at amortised cost

This section contains information about assets that are held at amortised cost arising from the 

Group’s retail and wholesale lending including loans and advances, finance leases, repurchase 

and reverse repurchase agreements and similar secured lending. For more information about the 

Group’s funding and liquidity position, see Liquidity risk and Capital risk on pages 139 to 150 and 

pages 130 to 138. 

Accounting for financial instruments held at amortised cost
Loans and advances to customers and banks, customer accounts, debt securities and the majority of other financial liabilities, are held at amortised 
cost. That is, the initial fair value (which is normally the amount advanced or borrowed) is adjusted for repayments and the amortisation of coupon, 
fees and expenses to represent the effective interest rate of the asset or liability.

21 Loans and advances to banks and customers 

As at 31 December 2011 
£m

2010 
£m

Gross loans and advances to banks 47,491 37,847 

Less: allowance for impairment (45) (48)

Loans and advances to banks 47,446 37,799 

   

Gross loans and advances to customers 442,486 440,326 

Less: allowance for impairment (10,552) (12,384)

Loans and advances to customers 431,934 427,942 

Further disclosures relevant to the Group’s loans and advances to banks and customers are included on pages 79 to 120.

22 Finance leases

Accounting for finance leases
The Group applies IAS 17 Leases in accounting for finance leases, both where it is the lessor or the lessee. A finance lease is a lease which confers 
substantially all the risks and rewards of the leased asset on the lessee. Where the Group is the lessor, the leased asset is not held on the balance 
sheet; instead a finance lease receivable is recognised representing the minimum lease payments receivable under the terms of the lease, 
discounted at the rate of interest implicit in the lease. Where the Group is the lessee, the leased asset is recognised in property, plant and equipment 
and a finance lease liability is recognised, representing the minimum lease payments payable under the lease, discounted at the rate of interest 
implicit in the lease.

Interest income or expense is recognised in interest receivable or payable, allocated to accounting periods to reflect a constant periodic rate of return.

Finance lease receivables
Finance lease receivables are included within loans and advances to customers. The Group specialises in asset-based lending and works with a broad 
range of international technology, industrial equipment and commercial companies to provide customised finance programmes to assist 
manufacturers, dealers and distributors of assets.

Investment in finance lease receivables 2011 2010

Gross
investment

in finance
lease

receivables
£m

Future
finance
income

£m

Present
value of

minimum
lease

payments
receivable

£m

Un-
guaranteed

residual
values

£m

Gross
investment

in finance
lease

receivables
£m

Future
finance
income

£m

Present
value of

minimum
lease

payments
receivable

£m

Un-
guaranteed

residual
values

£m

Not more than one year 2,977 (437) 2,540 71 3,440 (479) 2,961 60 

Over one year but not more than five years 6,333 (934) 5,399 122 7,200 (1,058) 6,142 123 

Over five years 1,379 (320) 1,059 395 1,591 (340) 1,251 560 

Total 10,689 (1,691) 8,998 588 12,231 (1,877) 10,354 743 

The impairment allowance for uncollectable finance lease receivables amounted to £290m at 31 December 2011 (2010: £351m).
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22 Finance leases continued
Finance lease liabilities
The Group leases items of property, plant and equipment on terms that meet the definition of finance leases. Finance lease liabilities are included within 
accruals, deferred income and other liabilities (see Note 28).

As at 31 December 2011, the total future minimum payments under finance leases were £64m (2010: £87m), of which £10m (2010: £16m) was due 
within one year. As at 31 December 2011, the carrying amount of assets held under finance leases was £28m (2010: £29m).

23 Reclassification of financial assets held for trading

Accounting for the reclassification of financial assets held for trading
In accordance with IAS 39, where the Group no longer intends to trade in financial assets it may transfer them out of the held for trading 
classification and measure them at amortised cost if they meet the definition of a loan. The initial value used for the purposes of establishing 
amortised cost is fair value on the date of the transfer.

Prior to 2010, the Group reclassified certain financial assets, originally classified as held for trading that were deemed to be not held for trading 
purposes to loans and receivables. There were no reclassifications of financial assets during 2011 or 2010.

The carrying value of the securities previously reclassified into loans and receivables has decreased from £8,625m to £7,652m primarily as a result of 
sales, paydowns and maturities of the underlying securities, and increases due to the reversal of the discount on reclassification. Sales of securities from 
the 16 December 2008 reclassification totalled £91m (31 December 2010: £390m) and sales of securities from the 25 November 2009 reclassification 
totalled £482m (31 December 2010: £178m).

The following table provides a summary of the assets reclassified from held for trading to loans and receivables.

2011 2010

Carrying
value

£m

Fair
value

£m

Carrying
value

£m

Fair
value

£m

As at 31 December     

Trading assets reclassified to loans and receivables     

Reclassification 25 November 2009  7,434  7,045  8,081  7,842 

Reclassification 16 December 2008  218  217  544  545 

Total financial assets reclassified to loans and receivables  7,652  7,262  8,625  8,387 

If the reclassifications had not been made, the Group’s income statement for 2011 would have included a net loss on the reclassified trading assets of 
£152m (2010: loss of 189m). The reclassified financial assets contributed £396m (2010: £359m) to interest income.

24 Reverse repurchase and repurchase agreements including other similar lending and borrowing
Reverse repurchase agreements (and stock borrowing or similar transaction) are a form of secured lending whereby the Group provides a loan or cash 
collateral in exchange for the transfer of collateral, generally in the form of marketable securities subject to an agreement to transfer the securities back 
at a fixed price in the future. Repurchase agreements are where the Group obtains such loans or cash collateral, in exchange for the transfer of collateral.

Accounting for reverse repurchase and repurchase agreements including other similar lending and borrowing
The Group purchases (a reverse repurchase agreement) or borrows securities subject to a commitment to resell or return them. The securities are 
not included in the balance sheet as the Group does not acquire the risks and rewards of ownership. Consideration paid (or cash collateral provided) 
is accounted for as a loan asset at amortised cost. 

The Group may also sell (a repurchase agreement) or lend securities subject to a commitment to repurchase or redeem them. The securities are 
retained on the balance sheet as the Group retains substantially all the risks and rewards of ownership. Consideration received (or cash collateral 
provided) is accounted for as a financial liability at amortised cost. 

2011 
£m

2010 
£m

Assets   

Banks 64,470 104,233 

Customers 89,195 101,539 

Reverse repurchase agreements and other similar secured lending  153,665  205,772 

   

Liabilities   

Banks 69,544 99,997 

Customers 137,748 125,537 

Repurchase agreements and other similar secured borrowing  207,292  225,534 
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Notes to the financial statements
For the year ended 31 December 2011 continued

Fixed assets and investments

This section details the Group’s tangible and intangible assets, property plant and equipment and 

investments, which it utilises to generate profit for the business.

25 Property, plant and equipment

Accounting for property, plant and equipment
The Group applies IAS 16 Property Plant and Equipment and IAS 40 Investment Properties.

Property, plant and equipment is stated at cost, which includes direct and incremental acquisition costs less accumulated depreciation and 
provisions for impairment, if required. Subsequent costs are capitalised if these result in the enhancement to the asset. 

Depreciation is provided on the depreciable amount of items of property, plant and equipment on a straight-line basis over their estimated useful 
economic lives. Depreciation rates, methods and the residual values underlying the calculation of depreciation of items of property, plant and 
equipment are kept under review to take account of any change in circumstances. Following a review in 2011, the depreciation rates for certain 
categories of fixed assets were revised to reflect their currently expected useful lives. The impact of the change was not material. The Group uses 
the following annual rates in calculating depreciation: 

Annual rates in calculating depreciation Depreciation rate 

Freehold land Not depreciated

Freehold buildings and long-leasehold property (more than 50 years to run) 2-3.3%

Leasehold property over the remaining life of the lease (less than 50 years to run) Over the remaining life of the lease 

Costs of adaptation of freehold and leasehold propertya 6-10%

Equipment installed in freehold and leasehold propertya 6-10%

Computers and similar equipment 17-33%

Fixtures and fittings and other equipment 9-20%

Investment property
The Group initially recognises investment property at cost, and subsequently at their fair value at each balance sheet date reflecting market 
conditions at the reporting date. Gains and losses on remeasurement are included in the income statement.

Note
a Where leasehold property has a remaining useful life of less than 15 years, costs of adaptation and installed equipment are depreciated over the remaining life of the lease.
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25 Property, plant and equipment continued

Investment
property

£m
Property

£m
Equipment

£m

Leased
assets

£m
Total 

£m

Cost      

As at 1 January 2011 1,570 4,229 4,749 75 10,623 

Acquisitions of subsidiaries 1,201 – – – 1,201 

Additions and disposals 277 (183) 256 1 351 

Change in fair value of investment properties (138) – – – (138)

Exchange and other movements 18 (87) (250) (56) (375)

As at 31 December 2011 2,928 3,959 4,755 20 11,662 

Accumulated depreciation and impairment      

As at 1 January 2011 – (1,326) (3,133) (24) (4,483)

Depreciation charge – (206) (463) (4) (673)

Disposals – 275 175 4 454 

Exchange and other movements – 12 177 17 206 

As at 31 December 2011 – (1,245) (3,244) (7) (4,496)

Net book value 2,928 2,714 1,511 13 7,166 

Cost      

As at 1 January 2010 1,207 3,830 4,197 66 9,300 

Acquisitions and disposals of subsidiaries 46 2 4 – 52 

Additions and disposals 353 283 120 9 765 

Change in fair value of investment properties (54) – – – (54)

Exchange and other movements 18 114 428 – 560 

As at 31 December 2010 1,570 4,229 4,749 75 10,623 

Accumulated depreciation and impairment      

As at 1 January 2010 – (1,128) (2,529) (17) (3,674)

Depreciation charge – (231) (555) (4) (790)

Disposals – 86 341 (3) 424 

Exchange and other movements – (53) (390) – (443)

As at 31 December 2010 – (1,326) (3,133) (24) (4,483)

Net book value 1,570 2,903 1,616 51 6,140 

Property rentals of £94m (2010: £105m) and £61m (2010: £48m) have been included in net investment income and other income respectively and 
gains on property disposals of £13m (2010: £29m) have been included in administration and general expenses.

The fair value of investment property is determined by reference to current market prices for similar properties, adjusted as necessary for condition and 
location, or by reference to recent transactions updated to reflect current economic conditions. Discounted cash flow techniques may be employed to 
calculate fair value where there have been no recent transactions, using current external market inputs such as market rents and interest rates. 
Valuations are carried out by management with the support of appropriately qualified independent valuers.
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Notes to the financial statements
For the year ended 31 December 2011 continued

26 Goodwill and intangible assets

Accounting for goodwill and other intangible assets
Goodwill
The carrying value of goodwill is determined in accordance with IFRS 3 Business Combinations and IAS 36 Impairment of Assets.

Goodwill arises on the acquisition of subsidiaries, associates and joint ventures, and represents the excess of the fair value of the purchase 
consideration over the fair value of the Group’s share of the assets acquired and the liabilities and contingent liabilities assumed on the date of the 
acquisition.

Goodwill is reviewed annually for impairment, or more frequently when there are indications that impairment may have occurred. The test involves 
comparing the carrying value of goodwill with the present value of the pre-tax cash flows, discounted at a rate of interest that reflects the inherent 
risks, of the cash generating unit to which the goodwill relates, or the cash generating unit’s fair value if this is higher. 

Intangible assets
The accounting standard that the Group applies in accounting for intangible assets other than goodwill is IAS 38 Intangible Assets.

Intangible assets include brands, customer lists, licences and other contracts, core deposit intangibles and mortgage servicing rights. They are 
initially recognised when they are separable or arise from contractual or other legal rights, the cost can be measured reliably and, in the case of 
intangible assets not acquired in a business combination, where it is probable that future economic benefits attributable to the assets will flow from 
their use. 

Intangible assets are reviewed for impairment when there are indications that impairment may have incurred. 

They are stated at cost (which is, in the case of assets acquired in a business combination, the acquisition date fair value) less amortisation and 
provisions for impairment, if any, and are amortised over their useful lives in a manner that reflects the pattern to which they contribute to future 
cash flows, generally over 4-25 years.

Goodwill
£m

Internally 
generated 

software
£m

Other 
software

£m

Core 
deposit 

intangibles
£m

Brands
£m

Customer 
lists
£m

Mortgage 
servicing 

rights
£m

Licences 
and other

£m
Total 

£m

2011          

Cost          

As at 1 January 2011  7,259  1,091  234  347  202  1,686 –  473  11,292 

Additions and disposals (210)  375  98 (1) –  144 – (19)  387 

Exchange and other movements (352) (29) (4) (59) (36) (106) – (10) (596)

As at 31 December 2011  6,697  1,437  328  287  166  1,724 –  444  11,083 

Accumulated amortisation and 
impairment          

As at 1 January 2011 (1,040) (552) (86) (121) (109) (493) – (194) (2,595)

Disposals  210  2  5 – – – –  23  240 

Amortisation charge – (157) (35) (13) (18) (158) – (38) (419)

Impairment charge (597) (4) – – – – – – (601)

Exchange and other movements  35  17  2  20  21  36 –  7  138 

As at 31 December 2011 (1,392) (694) (114) (114) (106) (615) – (202) (3,237)

Net book value  5,305  743  214  173  60  1,109 –  242  7,846 

2010          

Cost          

As at 1 January 2010  7,058  963  237  301  175  1,521  164  462  10,881 

Additions and disposals  12  88  3 – –  28 (168)  22 (15)

Exchange and other movements  189  40 (6)  46  27  137  4 (11)  426 

As at 31 December 2010  7,259  1,091  234  347  202  1,686 –  473  11,292 

Accumulated amortisation and 
impairment          

As at 1 January 2010 (826) (465) (58) (82) (84) (318) (117) (136) (2,086)

Disposals –  100 – – –  2  144  11  257 

Amortisation charge – (178) (36) (19) (18) (141) (7) (38) (437)

Impairment charge (243) (14) – (7) – (15) (19) (17) (315)

Exchange and other movements  29  5  8 (13) (7) (21) (1) (14) (14)

As at 31 December 2010 (1,040) (552) (86) (121) (109) (493) – (194) (2,595)

Net book value  6,219  539  148  226  93  1,193 –  279  8,697 
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26 Goodwill and intangible assets continued
Goodwill
Goodwill is allocated to business operations according to business segments as follows:

2011 
£m

2010 
£m

UK RBB 3,145 3,148 

Europe RBB 64 505 

Africa RBB 1,078 1,307 

Barclaycard 505 585 

Barclays Capital 102 133 

Barclays Corporate 20 150 

Barclays Wealth 391 391 

Total net book value of goodwill 5,305 6,219 

Impairment testing of goodwill 
Total impairment charges of £597m (2010: £243m charge relating to Barclays Bank Russia) have been recognised during the year as the recoverable 
amount of goodwill in FirstPlus and Spain was not supported based on the value-in-use calculations. The impairment charge of £47m (2010: nil) in 
respect of all of the goodwill held by Barclaycard arising from the acquisition of FirstPlus reflected the continued run-off of the loan portfolio and the 
impact of the payment protection insurance redress. Further details on the impairment of Spain goodwill are set out below.

Key assumptions
The key assumptions used for impairment testing are set out below for each significant goodwill balance. Other goodwill of £1,133m (2010: £1,253m) 
was allocated to multiple cash-generating units which are not considered individually significant.

UK RBB
At 31 December 2011, goodwill relating to Woolwich was £3,130m (2010: £3,130m) of the total UK RBB balance. The recoverable amount of Woolwich 
has been determined using cash flow predictions based on financial budgets approved by management and covering a five year period, with a terminal 
growth rate of 3% (2010: 2%) applied thereafter. The forecast cash flows have been discounted at a pre-tax rate of 13% (2010: 13%). Based on these 
assumptions, the recoverable amount exceeded the carrying amount including goodwill by £8.7bn (2010: £4.0bn). A one percentage point change in 
the discount rate or the terminal growth rate would reduce the recoverable amount by £1.4bn (2010: £1.0bn) and £0.9bn (2010: £0.8bn) respectively. 
A reduction in the forecast cash flows of 10% per annum would reduce the recoverable amount by £1.5bn (2010: £1.1bn).

Africa RBB
At 31 December 2011, goodwill relating to the Absa Group was £1,042m (2010: £1,271m) of the total Africa RBB balance. The recoverable amount of 
the Absa Group has been determined using cash flow predictions based on financial budgets approved by management and covering a five year period, 
with a terminal growth rate of 6% (2010: 6%) applied thereafter. The forecast cash flows have been discounted at a pre-tax rate of 14% (2010: 14%). 
The recoverable amount calculated based on value in use exceeded the carrying amount including goodwill by £4.7bn (2010: £5.0bn). A one 
percentage point change in the discount rate or the terminal growth rate would reduce the recoverable amount by £0.9bn (2010: £1.0bn) and £0.7bn 
(2010: £0.8bn) respectively. A reduction in the forecast cash flows of 10% per annum would reduce the recoverable amount by £0.8bn (2010: £0.9bn).

Spain
At 31 December 2011, Barclays recognised an impairment charge of £550m (2010: nil) in respect of the whole goodwill balance held by Barclays 
Corporate (£123m) and Europe RBB (£427m) arising from the acquisitions of the Iberia Woolwich business in 2000 and Zaragozano in 2003. The 
cashflow forecasts were reassessed during the fourth quarter as a result of uncertainty in economic conditions in Spain and increased risk associated 
with the future cash flows. The pre-tax discount rate was increased to 16% (2010: 12%) and the long term growth rate was reduced to 1% (2010: 2%). 
Based on these assumptions the value-in-use was no longer able to support the recognition of the goodwill and it was fully impaired as at 
31 December 2011.

Critical accounting estimates and judgements
Goodwill
Testing goodwill for impairment involves a significant amount of estimation. This includes the identification of independent cash generating units and 
the allocation of goodwill to these units based on which units are expected to benefit from the acquisition. The allocation is reviewed following business 
reorganisation. Cash flow projections necessarily take into account changes in the market in which a business operates including the level of growth, 
competitive activity and the impacts of regulatory change. Determining both the expected pre-tax cash flows and the risk adjusted interest rate 
appropriate to the operating unit require the exercise of judgement. The estimation of pre-tax cash flows is sensitive to the periods for which detailed 
forecasts are available and to assumptions regarding the long-term sustainable cash flows. 

Other intangible assets
Determining the estimated useful lives of intangible assets (such as those arising from contractual relationships) requires an analysis of circumstances 
and judgement. The assessment of whether an asset is exhibiting indicators of impairment as well as the calculation of impairment, which requires the 
estimation of future cash flows and fair values less costs to sell, also requires the preparation of cash flow forecasts and fair values for assets that may 
not be regularly bought and sold. The most significant amounts of intangible assets relate to Absa and Lehman Brothers North American businesses. 
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Notes to the financial statements
For the year ended 31 December 2011 continued

27 Operating leases

Accounting for operating leases
The Group applies IAS 17 Leases, for operating leases. An operating lease is a lease where substantially all of the risks and rewards of the leased 
assets remain with the lessor. Where the Group is the lessor, lease income is recognised on a straight-line basis over the period of the lease unless 
another systematic basis is more appropriate. The Group holds the leased assets on balance sheet within property, plant and equipment. 

Where the Group is the lessee, rentals payable are recognised as an expense in the income statement on a straight-line basis over the lease term 
unless another systematic basis is more appropriate.

Operating lease receivables
The Group acts as lessor, whereby items of plant and equipment are purchased and then leased to third parties under arrangements qualifying as 
operating leases. The future minimum lease payments expected to be received under non-cancellable operating leases as at 31 December 2011 was 
£14m (2010: £43m).

Operating lease commitments
The Group leases various offices, branches and other premises under non-cancellable operating lease arrangements. With such operating lease 
arrangements, the asset is kept on the lessor’s balance sheet and the Group reports the future minimum lease payments as an expense over the lease 
term. The leases have various terms, escalation and renewal rights. There are no contingent rents payable. 

Operating lease rentals of £659m (2010: £637m) have been included in administration and general expenses.

The future minimum lease payments by the Group under non-cancellable operating leases are as follows:

2011 2010

Property
£m

Equipment
£m

Property
£m

Equipment
£m

Not more than one year 585 12 628 7 

Over one year but not more than five years 1,673 2 1,477 2 

Over five years 2,830 – 3,146 – 

Total 5,088 14 5,251 9 

Total future minimum sublease payments to be received under non-cancellable subleases as at 31 December 2011 was £121m (2010: £111m).
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Accruals, provisions and contingent liabilities

The section describes the Group’s accruals, provisions and contingent liabilities arising from 

its banking and insurance businesses. Provisions are recognised for present obligations arising 

as consequences of past events where it is probable that a transfer of economic benefit will be 

necessary to settle the obligation, and it can be reliably estimated. Contingent liabilities reflect 

potential liabilities that are not recognised on the balance sheet.

28 Accruals, deferred income and other liabilities

2011 
£m

2010 
£m

Accruals and deferred income  4,959  5,539 

Other creditors  5,171  5,198 

Obligations under finance leases (see Note 22)  64  87 

Insurance contract liabilities, including unit-linked liabilities  2,386  2,409 

Accruals, deferred income and other liabilities  12,580  13,233 

Insurance liabilities relate principally to the Group’s long-term business. Insurance contract liabilities associated with the Group’s short-term non-life 
business are £118m (2010: £131m). The maximum amounts payable under all of the Group’s insurance products, ignoring the probability of insured 
events occurring and the contribution from investments backing the insurance policies were £104bn (2010: £114bn)a or £82bn (2010: £95bn)a after 
reinsurance. Of this insured risk £89bn (2010: £99bn)a or £69bn (2010: £82bn)a after reinsurances was concentrated in short-term insurance contracts 
in Africa.

The impact to the income statement and equity under a reasonably possible change in the assumptions used to calculate the insurance liabilities would 
be £8m (2010: £12m). 

Accounting for insurance contracts
The Group applies IFRS 4 Insurance Contracts to its insurance contracts. An insurance contract is a contract that protects a third party against a loss 
from non-financial risk. Some wealth management and other products, such as life assurance contracts, combine investment and insurance 
features; these are treated as insurance contracts when they pay benefits that are at least 5% more than they would pay if the insured event does 
not occur. 

Insurance liabilities include current best estimates of future contractual cash flows, claims handling, and administration costs in respect of claims. 
Liability adequacy tests are performed at each balance sheet date to ensure the adequacy of contract liabilities. Where a deficiency is highlighted by 
the tests, insurance liabilities are increased, any deficiency being recognised in the income statement.

Insurance premium revenue is recognised in the income statement in the period earned, net of reinsurance premiums payable, in net premiums 
from insurance contracts. Increases and decreases in insurance liabilities are recognised in the income statement in net claims and benefits on 
insurance contracts.

The Financial Services Compensation Scheme (FSCS)
The FSCS is the UK’s compensation fund for customers of authorised financial services firms that are unable to pay claims. The FSCS raises levies on all 
UK deposit taking institutions. Previously compensation has been paid out by loan facilities provided by HM Treasury to FSCS in support of FSCS’s 
obligations to the depositors of banks declared in default. The outstanding loan facilities, totalling approximately £18.5bn, are to be reviewed from 1 
April 2012 and the ongoing terms are still to be agreed with HM Treasury. While it is anticipated that the substantial majority of these loans will be 
repaid wholly from recoveries from the institutions concerned, there is the risk of a shortfall, such that the FSCS may place additional levies on all FSCS 
participants. Barclays has included an accrual of £58m in other liabilities as at 31 December 2011 (2010: £63m) in respect of levies raised by the FSCS, 
based on the indicative costs published by the FSCS. 

Note
a Comparatives have been restated to include Motor, Liability and Engineering insured exposures within ABSA Group Ltd. 
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Notes to the financial statements
For the year ended 31 December 2011 continued

29 Provisions

Accounting for provisions
The Group applies IAS 37 Provisions, Contingent Liabilities and Contingent Assets in accounting for non-financial liabilities.

Provisions are recognised for present obligations arising as consequences of past events where it is more likely than not that a transfer of economic 
resources will be necessary to settle the obligation, which can be reliably estimated. Provision is made for the anticipated cost of restructuring, 
including redundancy costs when an obligation exists, i.e. when the Group has a detailed formal plan for restructuring a business and has raised 
valid expectations in those affected by the restructuring by announcing its main features or starting to implement the plan. Provision is made for 
undrawn loan commitments if it is probable that the facility will be drawn and result in the recognition of an asset at an amount less than the 
amount advanced.

Provisions expected to be recovered or settled within no more than 12 months after 31 December 2011 were £1,260m (2010: £658m). Provisions 
relating to taxation are included in current and deferred tax disclosures on pages 213 to 216.

Onerous
contracts

£m

Redundancy
and re-

structuring
£m

Undrawn
contractually

committed
facilities and

guarantees
provided

£m

Payment
Protection
Insurance

redress
£m

Litigation
£m

Sundry
provisions

£m
Total

£m

As at 1 January 2011 74 177 229 – 151 316 947 

Additions 71 330 111 1,000 176 36 1,724 

Amounts utilised (31) (257) (2) (435) (104) (64) (893)

Unused amounts reversed – (31) (109) – (73) (13) (226)

Exchange and other movements 2 (3) 1 – (10) (13) (23)

As at 31 December 2011 116 216 230 565 140 262 1,529 

As at 1 January 2010 68 162 162 – 27 171 590 

Additions 36 139 118 – 130 403 826 

Amounts utilised (28) (68) (8) – (4) (225) (333)

Unused amounts reversed (4) (56) (50) – (5) (48) (163)

Exchange and other movements 2 – 7 – 3 15 27 

As at 31 December 2010 74 177 229 – 151 316 947 

Critical accounting estimates and judgements
On 20 April 2011, the judicial review proceedings brought by the British Bankers’ Association in October 2010 against the FSA and the Financial 
Ombudsman Service regarding the assessment and redress of PPI complaints were dismissed. On 9 May 2011, Barclays announced that it would not 
be participating in any application for permission to appeal against the High Court judgment and that Barclays had agreed with the FSA that it would 
process all on-hold and any new complaints from customers about PPI policies that they hold. Barclays also announced that, as a goodwill gesture, it 
would pay out compensation to customers who had PPI complaints put on hold during the judicial review. Barclays took a provision of £1bn in the 
second quarter of 2011 to cover the cost of future redress and administration.

As at 31 December 2011, following payments made during the year, the provision was £565m, and represents management’s best estimate of the 
remaining anticipated costs of related customer redress, including administration expenses. The provision requires significant judgement by 
management in determining appropriate assumptions. The key assumptions include:

 – Customer claims – the volume and timing of actual customer claims. The assumption is based upon recent experience of claims received and has 
factored in a component for the amount of duplicate or non-PPI eligible requests that have been submitted. In addition, expectations in relation to 
claims management companies and other such activity have been considered.

 – Uphold rates – the percentage of claims that are upheld as being valid upon review. The rate considers recent experience and excludes “gestures of 
goodwill” paid without challenge by the Group for claims received during the Judicial Review period and not processed until the Review was 
completed.

 – Average payment – this is the expected average payment to customers for upheld claims. The assumption is based upon recent experience and the 
calculation of payment requirements as defined by the agreements and the FSA Policy Paper.
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29 Provisions continued
There are a large number of inter-dependent assumptions under-pinning the PPI provision. Many of those assumptions remain highly subjective, and 
trends have been difficult to ascertain across all portfolios. Therefore, it is possible that the eventual outcome could differ from current management 
estimates, resulting in a material change to the amounts provided in the 2011 financial statements.

When considering the key assumptions independently, the most significant driver of the provision is complaint flow. If the level of complaints were 10% 
higher (lower) than the estimated level for all policies, assuming no change in other assumptions, then the provision would have increased (decreased) 
by approximately £100m. 

The Group will re-evaluate the assumptions underlying its analysis at each reporting date as more information becomes available.

30 Contingent liabilities and commitments

Accounting for contingent liabilities and commitments
Contingent liabilities are possible obligations whose existence will be confirmed only by uncertain future events, and present obligations where the 
transfer of economic resources is uncertain or cannot be reliably measured, are not recognised but are disclosed unless they are remote.

The following table summarises the nominal principal amount of contingent liabilities and commitments which are not recorded on balance sheet:

2011 
£m

2010 
£m

Securities lending arrangements  35,996  27,672 

Guarantees and letters of credit pledged as collateral security  14,181  13,783 

Performance guarantees, acceptances and endorsements  8,706  9,175 

Contingent liabilities  58,883  50,630 

Documentary credits and other short-term trade related transactions  1,358 1,194 

Standby facilities, credit lines and other commitments  240,282 222,963 

In common with other banks, the Group conducts business involving acceptances, performance bonds and indemnities. The majority of these facilities 
are offset by corresponding obligations of third parties.

Contingent liabilities
Up to the disposal of Barclays Global Investors on 1 December 2009, the Group facilitated securities lending arrangements for its managed investment 
funds whereby securities held by funds under management were lent to third parties. Borrowers provided cash or investment grade assets as collateral 
equal to 100% of the market value of the securities lent plus a margin of 2% -10%. The Group agreed with BlackRock, Inc. to continue to provide 
indemnities to support these arrangements for three years following the disposal. As at 31 December 2011 the fair value of collateral held was 
£37,072m (2010: £28,465m) compared to the fair value of stock lent of £35,996m (2010: £27,672m).

Guarantees and letters of credit are given as security to support the performance of a customer to third parties. In addition, the Group issues 
guarantees on its own behalf. The main types of guarantees provided are: financial guarantees given to banks and financial institutions on behalf of 
customers to secure loans; overdrafts; and other banking facilities, including stock borrowing indemnities and standby letters of credit. Other 
guarantees provided include performance guarantees, advance payment guarantees, tender guarantees, guarantees to Her Majesty’s Revenue and 
Customs and retention guarantees. As the Group will only be required to meet these obligations in the event of the customer’s default, the cash 
requirements of these instruments are expected to be considerably below their nominal amounts.

Performance guarantees are generally, short-term commitments to third parties which are not directly dependent on the customer’s creditworthiness. 
An acceptance is an undertaking by a bank to pay a bill of exchange drawn on a customer. The Group expects most acceptances to be presented, but 
reimbursement by the customer is normally immediate. Endorsements are residual liabilities of the Group in respect of bills of exchange, which have 
been paid and subsequently rediscounted.

Documentary credits and other short-term trade related transactions 
Documentary credits commit the Group to make payments to third parties, on production of documents, which are usually reimbursed immediately by 
customers.

Standby facilities, credit lines and other commitments
Standby facilities, credit lines and other commitments to lend are agreements to lend to a customer in the future, subject to certain conditions. Such 
commitments are either made for a fixed period, or have no specific maturity but are cancellable by the lender subject to notice requirements.
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Notes to the financial statements
For the year ended 31 December 2011 continued

30 Contingent liabilities and commitments continued
Barclays Capital US Mortgage Activities
Barclays activities within the US residential mortgage sector during the period of 2005 through 2008 included: sponsoring and underwriting of 
approximately US$39bn of private-label securitisations; underwriting of approximately US$34bn of other private-label securitisations; sales of 
approximately US$150m of loans to government sponsored enterprises (GSEs); and sales of approximately US$3bn of loans to others. In addition, 
Barclays sold approximately US$4bn of loans to Protium in 2009. As a result of Barclays acquisition of Protium in April 2011, Barclays reacquired the 
loans previously sold to Protium. Some of the loans sold by Barclays were originated by a Barclays subsidiary. Barclays also performed servicing activities 
through its US residential mortgage servicing business which Barclays acquired in Q4 2006 and subsequently sold in Q3 2010.

In connection with Barclays loan sales and some of its sponsored private-label securitisations, Barclays made certain loan level representations and 
warranties (R&Ws) generally relating to the underlying borrower, property and/or mortgage documentation. Under certain circumstances, Barclays may 
be required to repurchase the related loans or make other payments related to such loans if the R&Ws are breached. As at 31 December 2011, Barclays 
R&Ws in respect of approximately US$1bn of loans sold to others (which excludes the reacquired loans previously sold to Protium and loans sold to 
GSEs) had expired. The R&Ws with respect to the balance of the loans sold to others were not subject to expiration provisions. However, such loans 
were generally sold at significant discounts and contained more limited R&Ws than loans sold to GSEs. Third party originators provided loan level R&Ws 
directly to the securitisation trusts for approximately US$34bn of the US$39bn in Barclays sponsored securitisations. Barclays or a subsidiary provided 
loan level R&Ws to the securitisation trusts for approximately US$5bn of the Barclays sponsored securitisations. R&Ws made by Barclays in respect of 
such securitised loans, and the loans sold by Barclays to GSEs, are not subject to expiration provisions. Total unresolved repurchase requests associated 
with all loans sold to others and private-label activities were US$21m at 31 December 2011. Current provisions are adequate to cover estimated losses 
associated with outstanding repurchase claims. However, based upon a large number of defaults occurring in US residential mortgages, there is a 
potential for additional claims for repurchases.

Claims against Barclays as an underwriter of RMBS offerings have been brought in certain civil actions (see page 249). Additionally, Barclays has 
received inquiries from various regulatory and governmental authorities regarding its mortgage-related activities and is cooperating with such inquiries. 
It is not practicable to provide an estimate of the financial impact of the potential exposure in relation to Barclays Capital US Mortgage activities.

31 Legal Proceedings
Lehman Brothers Holdings Inc.
On 15 September 2009, motions were filed in the United States Bankruptcy Court for the Southern District of New York (the Court) by Lehman Brothers 
Holdings Inc. (LBHI), the SIPA Trustee for Lehman Brothers Inc. (the Trustee) and the Official Committee of Unsecured Creditors of Lehman Brothers 
Holdings Inc. (the Committee). All three motions challenged certain aspects of the transaction pursuant to which BCI and other companies in the 
Group acquired most of the assets of Lehman Brothers Inc. (LBI) in September 2008 and the court order approving such sale. The claimants were 
seeking an order voiding the transfer of certain assets to BCI; requiring BCI to return to the LBI estate alleged excess value BCI received; and declaring 
that BCI is not entitled to certain assets that it claims pursuant to the sale documents and order approving the sale (the Rule 60 Claims). On 16 
November 2009, LBHI, the Trustee and the Committee filed separate complaints in the Court asserting claims against BCI based on the same 
underlying allegations as the pending motions and seeking relief similar to that which is requested in the motions. On 29 January 2010, BCI filed its 
response to the motions and also filed a motion seeking delivery of certain assets that LBHI and LBI have failed to deliver as required by the sale 
documents and the court order approving the sale (together with the Trustee’s competing claims to those assets, the Contract Claims). Approximately 
US$4.2bn (£2.7bn) of the assets acquired as part of the acquisition had not been received by 31 December 2011, approximately US$3.0bn (£2.0bn) of 
which were recognised as part of the accounting for the acquisition and are included in the balance sheet as at 31 December 2011. This results in an 
effective provision of US$1.2bn (£0.8bn) against the uncertainty inherent in the litigation.

On 22 February 2011, the Court issued its Opinion in relation to these matters, rejecting the Rule 60 Claims and deciding some of the Contract Claims 
in the Trustee’s favour and some in favour of BCI. On 15 July 2011, the Court entered final Orders implementing its Opinion. BCI and the Trustee have 
each filed a notice of appeal from the Court’s adverse rulings on the Contract Claims. LBHI and the Committee have withdrawn their notices of appeal 
from the Court’s ruling on the Rule 60 Claims, rendering the Court’s Order on the Rule 60 Claims final.

If the final Orders relating to the Contract Claims were to be unaffected by future proceedings, Barclays estimates that after taking into account the 
effective provision of US$1.2bn (£0.8bn), its loss would be approximately US$4.3bn (£2.8bn). Any such loss, however, is not considered probable and 
Barclays is satisfied with the current level of provision.

In addition, LBHI had been pursuing a claim for approximately US$500m relating to bonuses that BCI was allegedly obligated to pay to former Lehman 
employees. On 14 September 2011, the Court issued a decision dismissing that claim and entered a final Order to that effect on 21 September 2011. 
LBHI has stated that it will not appeal that decision, rendering the Order dismissing that claim final.
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31 Legal Proceedings continued
American Depositary Shares
Barclays Bank PLC, Barclays PLC and various current and former members of Barclays PLC’s Board of Directors have been named as defendants in five 
proposed securities class actions (which have been consolidated) pending in the United States District Court for the Southern District of New York (the 
Court). The consolidated amended complaint, dated 12 February 2010, alleges that the registration statements relating to American Depositary Shares 
representing Preferred Stock, Series 2, 3, 4 and 5 (the ADS) offered by Barclays Bank PLC at various times between 2006 and 2008 contained 
misstatements and omissions concerning (amongst other things) Barclays portfolio of mortgage-related (including US subprime-related) securities, 
Barclays exposure to mortgage and credit market risk and Barclays financial condition. The consolidated amended complaint asserts claims under 
Sections 11, 12(a)(2) and 15 of the Securities Act of 1933. On 5 January 2011, the Court issued an order and, on 7 January 2011, judgment was entered, 
granting the defendants’ motion to dismiss the complaint in its entirety and closing the case. On 4 February 2011, the plaintiffs filed a motion asking 
the Court to reconsider in part its dismissal order. On 31 May 2011, the Court denied in full the plaintiffs’ motion for reconsideration. The plaintiffs have 
appealed both decisions (the grant of the defendants’ motion to dismiss and the denial of the plaintiffs’ motion for reconsideration) to the United States 
Court of Appeals for the Second Circuit.

Barclays considers that these ADS-related claims against it are without merit and is defending them vigorously. It is not practicable to estimate Barclays 
possible loss in relation to these claims or any effect that they might have upon operating results in any particular financial period.

US Federal Housing Finance Agency and Other Residential Mortgage-Backed Securities Litigation
The United States Federal Housing Finance Agency (FHFA), acting for two US government sponsored enterprises, Fannie Mae and Freddie Mac 
(collectively, the GSEs), filed lawsuits against 17 financial institutions in connection with the GSEs’ purchases of residential mortgage-backed securities 
(RMBS). The lawsuits allege, among other things, that the RMBS offering materials contained materially false and misleading statements and/or 
omissions. Barclays Bank PLC and/or certain of its affiliates or former employees are named in two of these lawsuits, relating to sales between 2005 and 
2007 of RMBS, in which Barclays Capital Inc. was lead or co-lead underwriter. 

Both complaints demand, among other things: rescission and recovery of the consideration paid for the RMBS; and recovery for the GSEs’ alleged 
monetary losses arising out of their ownership of the RMBS. The complaints are similar to other civil actions filed against Barclays Bank PLC and/or 
certain of its affiliates by other plaintiffs, including the Federal Home Loan Bank of Seattle, Federal Home Loan Bank of Boston, Federal Home Loan Bank 
of Chicago, Cambridge Place Investment Management, Inc., HSH Nordbank AG (and affiliates) and Stichting Pensioenfonds ABP, relating to their 
purchases of RMBS. Barclays considers that the claims against it are without merit and intends to defend them vigorously. 

The original amount of RMBS related to the claims against Barclays in these cases totaled approximately US$6.8bn, of which approximately US$2.0bn 
was outstanding as at 31 December 2011. Cumulative losses reported on these RMBS as at 31 December 2011 were approximately US$0.1bn. If 
Barclays were to lose these cases it could incur a loss of up to the outstanding amount of the RMBS at the time of judgment (taking into account 
further principal payments after 31 December 2011) plus any cumulative losses on the RMBS at such time and any interest, fees and costs, less the 
market value of the RMBS at such time. Barclays has estimated the total market value of the RMBS as at 31 December 2011 to be approximately 
US$1.1bn. Barclays may be entitled to indemnification for a portion of any losses.

Devonshire Trust 
On 13 January 2009, Barclays commenced an action in the Ontario Superior Court seeking an order that its early terminations earlier that day of two 
credit default swaps under an ISDA Master Agreement with the Devonshire Trust (Devonshire), an asset-backed commercial paper conduit trust, were 
valid. On the same day, Devonshire purported to terminate the swaps on the ground that Barclays had failed to provide liquidity support to Devonshire’s 
commercial paper when required to do so. On 7 September 2011, the court ruled that Barclays early terminations were invalid, Devonshire’s early 
terminations were valid and, consequently, Devonshire was entitled to receive back from Barclays cash collateral of approximately C$533m together 
with accrued interest thereon. Barclays is appealing the court’s decision. If the court’s decision were to be unaffected by future proceedings, Barclays 
estimates that its loss would be approximately C$500m, less any impairment provisions taken by Barclays for this matter.

Other
Barclays is engaged in various other legal proceedings both in the United Kingdom and a number of overseas jurisdictions, including the United States, 
involving claims by and against it which arise in the ordinary course of business, including debt collection, consumer claims and contractual disputes. 
Barclays does not expect the ultimate resolution of any of these proceedings to which Barclays is party to have a material adverse effect on its results of 
operations, cash flows or the financial position of the Group and Barclays has not disclosed the contingent liabilities associated with these claims either 
because they cannot reliably be estimated or because such disclosure could be prejudicial to the conduct of the claims. Provisions have been 
recognised for those cases where Barclays is able reliably to estimate the probable loss where the probable loss is not de minimis.

In addition, the Bank has been named as a defendant in a number of lawsuits, including class actions, filed in US federal courts involving claims by 
purported classes of purchasers and sellers of LIBOR-based derivative products or Eurodollar futures or option contracts between 2006 and 2009; 
further details are provided on the following page.
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Notes to the financial statements
For the year ended 31 December 2011 continued

32 Competition and regulatory matters
This note highlights some of the key competition and regulatory challenges facing Barclays, many of which are beyond our control. The extent of the 
impact of these matters on Barclays cannot always be predicted but may materially impact our businesses and earnings. 

Regulatory change 
The scale of regulatory change remains challenging with a significant tightening of regulation and changes to regulatory structures globally, especially 
for banks that are deemed to be of systemic importance. Concurrently, there is continuing political and regulatory scrutiny of the operation of the 
banking and consumer credit industries which, in some cases, is leading to increased or changing regulation which is likely to have a significant effect 
on the industry. Examples include Basel 3, the emerging proposals on bank resolution regimes and proposals relating to over-the-counter derivatives 
clearing and global systemically important banks. 

In the UK, the FSA’s current responsibilities are to be reallocated between the Prudential Regulatory Authority (a subsidiary of the Bank of England) and 
a new Financial Conduct Authority. In addition, the Independent Commission on Banking (the ICB) completed its review of the UK banking system and 
published its final report on 12 September 2011. The ICB recommended (amongst other things) that: (i) the UK and EEA retail banking activities of a UK 
bank or building society should be placed in a legally distinct, operationally separate and economically independent entity (so-called “ring-fencing”); 
and (ii) the loss-absorbing capacity of ring-fenced banks and UK-headquartered global systemically important banks (such as Barclays Bank PLC) 
should be increased to levels higher than the Basel 3 proposals. The UK Government published its response to the ICB recommendations in December 
2011 and indicated that primary and secondary legislation relating to the proposed ring-fence will be completed by May 2015, with UK banks and 
building societies expected to be compliant as soon as practicable thereafter, and the requirements relating to increased loss-absorbing capacity of ring-
fenced banks and UK-headquartered global systemically important banks will be applicable from 1 January 2019.

The US Dodd-Frank Wall Street Reform and Consumer Protection Act contains far reaching regulatory reform. The full impact on Barclays businesses 
and markets will not be known until the principal implementing rules are adopted in final form by governmental authorities, a process which is 
underway and which will take effect over several years. 

Payment Protection Insurance (PPI) 
See Note 29.

Interchange 
The Office of Fair Trading, as well as other competition authorities elsewhere in Europe, continues to investigate Visa and MasterCard credit and debit 
interchange rates. These investigations may have an impact on the consumer credit industry as well as having the potential for the imposition of fines. 
Timing is uncertain but outcomes may be known within the next 2-4 years. 

London Interbank Offered Rate (LIBOR) 
The FSA, the US Commodity Futures Trading Commission, the SEC, the US Department of Justice Fraud Section of the Criminal Division and Antitrust 
Division and the European Commission are amongst various authorities conducting investigations into submissions made by Barclays and other panel 
members to the bodies that set various interbank offered rates. Barclays is co-operating in the relevant investigations and is keeping regulators 
informed. In addition, Barclays has been named as a defendant in a number of class action lawsuits filed in US federal courts involving claims by 
purported classes of purchasers and sellers of LIBOR-based derivative products or Eurodollar futures or options contracts between 2006 and 2009. The 
complaints are substantially similar and allege, amongst other things, that Barclays and other banks individually and collectively violated US antitrust 
and commodities laws and state common law by suppressing LIBOR rates during the relevant period. Barclays has been informed by certain of the 
authorities investigating these matters that proceedings against Barclays may be recommended with respect to some aspects of the matters under 
investigation, and Barclays is engaged in discussions with those authorities about potential resolution of those aspects. It is not currently possible to 
predict the ultimate resolution of the issues covered by the various investigations and lawsuits, including the timing and the scale of the potential 
impact on the Group of any resolution.
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Capital instruments, equity and reserves

This section details information about the Group’s loan capital and shareholders equity 

including issued share capital, retained earnings, other equity balances and interests of minority 

shareholders in our subsidiary entities (non-controlling interests). For more information on capital 

and the management of capital and how the Group maintains sufficient capital to meet our 

regulatory requirements see pages 130 to 138.

33 Subordinated liabilities

Accounting for subordinated debt
Subordinated debt is measured at amortised cost using the effective interest method under IAS 39. See Net interest income (Note 3).

Subordinated liabilities include accrued interest and comprise dated and undated loan capital as follows:

2011 
£m

2010 
£m

Undated loan capital 6,741 9,094 

Dated loan capital 18,129 19,405 

Total subordinated liabilities 24,870 28,499 

None of the Group’s loan capital is secured. Regulatory capital differs from the amounts recorded in the balance sheet due to FSA requirements relating 
to: capital eligibility criteria; amortisation of principal in the final five years to maturity; and the exclusion of the impact of fair value hedging.

Undated loan capital Subordinated liability 
per balance sheet Regulatory capital

Initial call date
2011 

£m
2010 

£m
2011 

£m
2010 

£m

Barclays Bank PLC      

Tier One Notes (TONs)      

6% Callable Perpetual Core Tier One Notes 2032 103 453 90 400 

6.86% Callable Perpetual Core Tier One Notes (US$1,000m) 2032 753 866 440 646 

Reserve Capital Instruments (RCIs)      

5.926% Step-up Callable Perpetual Reserve Capital Instruments 
(US$1,350m) 2016 414 1,010 343 866 

6.3688% Step-up Callable Perpetual Reserve Capital Instruments 2019 122 608 217 803 

7.434% Step-up Callable Perpetual Reserve Capital Instruments 
(US$1,250m) 2017 273 950 95 500 

14% Step-up Callable Perpetual Reserve Capital Instruments 2019 3,210 2,887 2,155 2,144 

5.3304% Step-up Callable Perpetual Reserve Capital Instruments 2036 120 599 85 500 

Total Tier 1 capital instruments included in subordinated liabilities  4,995 7,373 3,425 5,859 

Undated Notes      

6.875% Undated Subordinated Notes 2015 158 156 135 135 

6.375% Undated Subordinated Notes 2017 157 150 133 133 

7.7% Undated Subordinated Notes (US$99m) 2018 75 69 64 64 

8.25% Undated Subordinated Notes 2018 166 156 140 140 

7.125% Undated Subordinated Notes 2020 214 190 158 158 

6.125% Undated Subordinated Notes 2027 233 234 196 196 

Junior Undated Floating Rate Notes (US$121m) Any interest payment date 78 78 139 139 

Undated Floating Rate Primary Capital Notes Series 3 Any interest payment date 146 145 145 145 

Bonds      

9.25% Perpetual Subordinated Bonds (ex-Woolwich PLC) 2021 99 96 75 75 

9% Permanent Interest Bearing Capital Bonds At any time 46 41 40 40 

Loans      

5.03% Reverse Dual Currency Undated Subordinated Loan 
(Yen 8,000m) 2028 53 70 66 63 

5% Reverse Dual Currency Undated Subordinated Loan (Yen 12,000m) 2028 82 104 100 95 

Barclays SLCSM Funding B.V. guaranteed by the Bank      

6.140% Fixed Rate Guaranteed Perpetual Subordinated Notes 2015 239 232  264 264 

Total undated loan capital  6,741 9,094 5,080 7,506 
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Notes to the financial statements
For the year ended 31 December 2011 continued

33 Subordinated liabilities continued
Undated loan capital
Undated loan capital is issued by the Bank and its subsidiaries for the development and expansion of their business and to strengthen their capital 
bases. The principal terms of the undated loan capital are described below:

Subordination
All undated loan capital ranks behind the claims against the bank of depositors and other unsecured unsubordinated creditors and holders of dated 
loan capital in the following order: Junior Undated Floating Rate Notes; other issues of Undated Notes, Bonds and Loans-ranking pari passu with each 
other; followed by TONs and RCIs-ranking pari passu with each other.

Interest
All undated loan capital bears a fixed rate of interest until the initial call date, with the exception of the 9% Bonds which are fixed for the life of the issue, 
and the Junior and Series 3 Undated Notes which are floating rate.

After the initial call date, in the event that they are not redeemed, the 6.875%, 6.375%, 7.125%, 6.125% Undated Notes, the 9.25% Bonds and the 
6.140% Perpetual Notes will bear interest at rates fixed periodically in advance for five year periods based on market rates. All other undated loan capital 
except the two floating rate Undated Notes will bear interest, and the two floating rate Undated Notes currently bear interest, at rates fixed periodically 
in advance based on London interbank rates.

Payment of interest
Barclays Bank PLC is not obliged to make a payment of interest on its Undated Notes, Bonds and Loans excluding the 7.7% Undated Notes, 8.25% 
Undated Notes, 9.25% Bonds and 6.140% Perpetual Notes if, in the preceding six months, a dividend has not been declared or paid on any class of 
shares of Barclays PLC or, in certain cases, any class of preference shares of the Bank. The Bank is not obliged to make a payment of interest on its 
9.25% Perpetual Subordinated Bonds if, in the immediately preceding 12-months’ interest period, a dividend has not been paid on any class of its share 
capital. Interest not so paid becomes payable in each case if such a dividend is subsequently paid or in certain other circumstances. During the year, the 
Bank declared and paid dividends on its ordinary shares and on all classes of preference shares.

No payment of principal or any interest may be made unless the Bank satisfies a specified solvency test.

The Bank may elect to defer any payment of interest on the 7.7% Undated Notes and 8.25% Undated Notes. Until such time as any deferred interest 
has been paid in full, neither the Bank nor Barclays PLC may declare or pay a dividend, subject to certain exceptions, on any of its ordinary shares, 
preference shares, or other share capital or satisfy any payments of interest or coupons on certain other junior obligations.

The Issuer and the Bank may elect to defer any payment of interest on the 6.140% Perpetual Notes. However, any deferred interest will automatically 
become immediately due and payable on the earlier of: (i) the date on which any dividend or other distribution or interest or other payment is made in 
respect of any pari passu or any junior obligations or on which any pari passu or any junior obligations are purchased, (ii) the date of redemption or 
purchase of the 6.140% Perpetual Notes and (iii) certain other events including bankruptcy, liquidation or winding up of the Issuer or the Bank.

The Bank may elect to defer any payment of interest on the RCIs. Any such deferred payment of interest must be paid on the earlier of: (i) the date of 
redemption of the RCIs, (ii) the coupon payment date falling on or nearest to the tenth anniversary of the date of deferral of such payment, and (iii) in 
respect of the 14% RCIs only, substitution. Whilst such deferral is continuing, neither the Bank nor Barclays PLC may declare or pay a dividend, subject 
to certain exceptions, on any of its ordinary shares or preference shares.

The Bank may elect to defer any payment of interest on the TONs if it determines that it is, or such payment would result in it being, in non-compliance 
with capital adequacy requirements and policies of the FSA. Any such deferred payment of interest will only be payable on a redemption of the TONs. 
Until such time as the Bank next makes a payment of interest on the TONs, neither the Bank nor Barclays PLC may (i) declare or pay a dividend, subject 
to certain exceptions, on any of their respective ordinary shares or Preference Shares, or make payments of interest in respect of the Bank’s Reserve 
Capital Instruments and (ii) certain restrictions on the redemption, purchase or reduction of their respective share capital and certain other securities 
also apply. 

Repayment
All undated loan capital is repayable, at the option of the Bank generally in whole at the initial call date and on any subsequent coupon or interest 
payment date or in the case of the 6.875%, 6.375%, 7.125%, 6.125% Undated Notes, the 9.25% Bonds and the 6.140% Perpetual Notes on any fifth 
anniversary after the initial call date. In addition, each issue of undated loan capital is repayable, at the option of the Bank, in whole for certain tax 
reasons, either at any time, or on an interest payment date. There are no events of default except non-payment of principal or mandatory interest. Any 
repayments require the prior notification to the FSA.

All issues of undated loan capital have been made in the Euro currency market and/or under Rule 144A, and no issues have been registered under the 
US Securities Act of 1933.

All issues of undated subordinated liabilities are non-convertible.
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33 Subordinated liabilities continued

Dated loan capital Subordinated liabilities per 
balance sheet Regulatory capital

Initial 
call

date
Maturity 

date
2011 

£m
2010

£m
2011 

£m
2010

£m

Barclays Bank PLC       

5.75% Subordinated Notes (€1,000m)  2011 – 836 – 172 

5.25% Subordinated Notes (€250m) (ex-Woolwich plc)  2011 – 221 – 44 

Floating Rate Subordinated Step-up Callable Notes (US$750m) 2011 2016 – 484 – 484 

Callable Floating Rate Subordinated Notes (€1,250m) 2011 2016 – 1,082 – 1,079 

Callable Floating Rate Subordinated Notes (US$500m) 2012 2017 324 323 324 323 

10.125% Subordinated Notes (ex-Woolwich plc) 2012 2017 102 105 100 100 

Floating Rate Subordinated Step-up Callable Notes (US$1,500m) 2012 2017 972 969 971 968 

Floating Rate Subordinated Step-up Callable Notes (€1,500m) 2012 2017 1,259 1,296 1,257 1,295 

5.015% Subordinated Notes (US$150m)  2013 103 104 39 58 

4.875% Subordinated Notes (€750m)  2013 659 670 251 388 

Callable Fixed/Floating Rate Subordinated Notes (€1,000m) 2014 2019 900 904 838 863 

4.38% Fixed Rate Subordinated Notes (US$75m)  2015 55 55 39 48 

4.75% Fixed Rate Subordinated Notes (US$150m)  2015 110 111 78 97 

5.14% Lower Tier 2 Notes (US$1,250m) 2015 2020 900 791 810 807 

6.05% Fixed Rate Subordinated Notes (US$2,250m)  2017 1,723 1,662 1,457 1,453 

Floating Rate Subordinated Notes (€40m)  2018 34 35 34 35 

6% Fixed Rate Subordinated Notes (€1,750m)  2018 1,556 1,596 1,466 1,511 

CMS-Linked Subordinated Notes (€100m)  2018 88 90 84 86 

CMS-Linked Subordinated Notes (€135m)  2018 117 121 113 117 

Fixed/Floating Rate Subordinated Callable Notes 2018 2023 621 590 500 500 

Floating Rate Subordinated Notes (€50m)  2019 41 42 42 43 

6% Fixed Rate Subordinated Notes (€1,500m)  2021 1,333 1,316 1,257 1,295 

9.5% Subordinated Bonds (ex-Woolwich plc)  2021 344 292 200 200 

Subordinated Floating Rate Notes (€100m)  2021 83 85 84 86 

10% Fixed Rate Subordinated Notes  2021 2,389 2,160 1,961 1,961 

10.179% Fixed Rate Subordinated Notes (US$1,521m)  2021 1,174 1,040 985 982 

Subordinated Floating Rate Notes (€50m)  2022 42 43 42 43 

6.625% Fixed Rate Subordinated Notes (€1,000m)  2022 954 – 838 – 

Subordinated Floating Rate Notes (€50m)  2023 42 43 42 43 

5.75% Fixed Rate Subordinated Notes  2026 781 675 600 600 

5.4% Reverse Dual Currency Subordinated Loan (Yen 15,000m)  2027 104 132 126 119 

6.33% Subordinated Notes  2032 62 53 50 50 

Subordinated Floating Rate Notes (€100m)  2040 84 86 84 86 

Absa Bank Limited       

8.75% Subordinated Callable Notes (ZAR 1,500m) 2012 2017 124 154 120 146 

Subordinated Callable Notes (ZAR 1,886m) 2013 2018 181 210 71 87 

8.8% Subordinated Fixed Rate Callable Notes (ZAR 1,725m) 2014 2019 148 178 138 168 

Subordinated Callable Notes (ZAR 3,000m) 2014 2019 286 331 – – 

8.1% Subordinated Callable Notes (ZAR 2,000m) 2015 2020 167 200 159 195 

10.28% Subordinated Callable Notes (ZAR 600m) 2017 2022 49 60 – – 

Subordinated Callable Notes (ZAR 400m) 2017 2022 32 41 – – 

Subordinated Callable Notes (ZAR 1,500m) 2023 2028 135 156 – – 

Other capital issued by Barclays Spain, Ghana, Kenya, Botswana 
and Zambia 2011-2016 51 63 29 33 

Total dated loan capital   18,129 19,405 15,189 16,565 
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Notes to the financial statements
For the year ended 31 December 2011 continued

33 Subordinated liabilities continued
Dated loan capital
Dated loan capital is issued by the Bank and respective subsidiaries for the development and expansion of their business and to strengthen their 
respective capital bases. The principal terms of the dated loan capital are described below:

Subordination
All dated loan capital ranks behind the claims against the bank of depositors and other unsecured unsubordinated creditors but before the claims of the 
undated loan capital and the holders of their equity. The dated loan capital issued by subsidiaries, are similarly subordinated. 

Interest
Interest on the floating rate Notes are fixed periodically in advance, based on the related interbank or local central bank rates. 

All other non-convertible Notes except the 10.125% Subordinated Notes 2017 are generally fixed interest for the life of the issue, but some are reset to a 
floating rate after a fixed period, with varying interest rate terms. The 10.125% Subordinated Notes 2017, if not called in 2012, will bear interest at a rate 
fixed in advance for a further period of 5 years.

The 5.14% Lower Tier 2 Notes were registered under the US Securities Act of 1933. All other issues of dated loan capital have been made in the Euro 
currency market, local markets and/or under Rule 144A.

Repayment
Those Notes with a call date are repayable at the option of the issuer, on conditions governing the respective debt obligations, some in whole or in part, 
and some only in whole. The remaining dated loan capital outstanding at 31 December 2011 is redeemable only on maturity, subject in particular cases, 
to provisions allowing an early redemption in the event of certain changes in tax law or, in the case of Barclays Botswana and Barclays Zambia, to 
certain changes in legislation or regulations.

Any repayments prior to maturity require, in the case of the Bank, the prior notification to the FSA, or in the case of the overseas issues, the approval of 
the local regulator for that jurisdiction. 

There are no committed facilities in existence at the balance sheet date which permit the refinancing of debt beyond the date of maturity.

The other capital issued by Barclays Spain, Ghana, Kenya, Botswana and Zambia includes amounts of £26m (2010: £26m) issued by Barclays Botswana 
and Zambia that are convertible. These are repayable at the option of the issuer, prior to maturity, on conditions governing the respective debt 
obligations, some in whole or in part and some only in whole.

34 Ordinary shares, share premium, and other equity

Called up share capital, allotted and fully paid Number of 
shares

£m

Ordinary 
shares

£m

Share 
premium

£m
Total

£m

As at 1 January 2011 12,182 3,045 9,294 12,339 

Issued to staff under share incentive plans 17 5 36 41 

As at 31 December 2011 12,199 3,050 9,330 12,380 

     

As at 1 January 2010 11,412 2,853 7,951 10,804 

Issued to staff under share incentive plans 12 2 33 35 

Issue of new ordinary shares 758 190 1,310 1,500 

As at 31 December 2010 12,182 3,045 9,294 12,339 

Warrants
On 31 October 2008, Barclays PLC issued warrants to subscribe for up to 1,516.9 million new ordinary shares at a price of £1.97775, in conjunction with 
a simultaneous issue by Barclays Bank PLC of Reserve Capital Instruments. During the year there were no exercised warrants (2010: 758.4 million). The 
exercised warrants in 2010 resulted in credit to share capital of £190m and to the share premium account of £1,310m. As at 31 December 2011 there 
were unexercised warrants to subscribe for 379.2 million shares (2010: 379.2 million), which may be exercised at anytime up to close of business on 
31 October 2013.

Share repurchase
At the 2011 AGM on 27 April 2011, Barclays PLC was authorised to repurchase 1,218,343,534 of its ordinary shares of 25p. The authorisation is effective 
until the AGM in 2012. No share repurchases were made during either 2011 or 2010.
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35 Reserves
Currency translation reserve 
The currency translation reserve represents the cumulative gains and losses on the retranslation of the Group’s net investment in foreign operations, 
net of the effects of hedging. Currency translation movements in 2011 of £1,607m (2010: £1,184m), including £598m (2010: £442m) associated with 
non-controlling interests, are largely due to the depreciation of the Rand, Euro and Indian Rupee against Sterling. 

The impact of the currency translation reserve recognised in the income statement during the year was nil (2010: £279m), as the £23m loss from the 
disposal of Barclays Bank Russia was offset by other movements. 

Available for sale reserve 
The available for sale reserve represents the unrealised change in the fair value of available for sale investments since initial recognition. The reserve 
increased £1,380m (2010: decreased £1,245m), largely driven by £2,748m gains from changes in fair value, offset by £1,557m of net gains transferred 
to the income statement after recognition of impairment on the Group’s investment in BlackRock, Inc. 

Cash flow hedge reserve 
The cash flow hedge reserve represents the cumulative gains and losses on effective cash flow hedging instruments that will be recycled to the income 
statement when hedged transactions affect profit or loss. Movements in the cash flow hedge reserve principally reflected increases in the fair value of 
interest rate swaps held for hedging purposes, partially offset by related gains transferred to net profit.

Other reserves and treasury shares
Other reserves represent the excess of the repurchase price over the nominal of redeemed ordinary and preference shares issues by the Group.

Treasury shares are deducted from shareholders’ equity within other reserves and treasury shares. A transfer is made to retained earnings in line with 
the vesting of treasury shares held for the purposes of share based payments.

The treasury shares primarily relate to Barclays PLC shares held by employee benefit trusts in relation to the Group’s various share schemes. These 
schemes are described in Note 38.

36 Non-controlling interests

Profit attributable to 
non-controlling interests

Equity attributable to 
non-controlling interests

2011
£m

2010
£m

2011
£m

2010
£m

Barclays Bank PLC issued:     

– Preference shares 465 478 5,929 5,933 

– Reserve Capital Instruments 46 113 – 1,418 

– Upper Tier 2 instruments 3 3 586 586 

Absa Group 401 362 2,861 3,208 

Other non-controlling interests 29 29 231 259 

Total 944 985 9,607 11,404 

The decrease in Absa Group equity attributable to non-controlling interest to £2,861m (2010: £3,208m) is principally due to £583m depreciation of 
African currencies against Sterling and £162m of dividends paid, offset by retained profits of £401m.

The reduction in Reserve Capital Instruments as at 31 December 2011 to nil (2010: £1,418m) is due to the buy back, at the Group’s option, of 
instruments with a nominal value of $1.25bn and $0.75bn during June and December 2011 respectively. 
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Notes to the financial statements
For the year ended 31 December 2011 continued

36 Non-controlling interests continued
Details of the Preference shares, Reserve Capital Instruments and Upper Tier 2 instruments are shown below:

2011 
£m

2010 
£m

Preference shares:   

6.00% non cumulative callable preference shares 746 746 

6.278% non cumulative callable preference shares 550 550 

4.875% non cumulative callable preference shares 689 689 

4.75% non cumulative callable preference shares 1,011 1,013 

6.625% non cumulative callable preference shares 407 407 

7.1% non cumulative callable preference shares 660 660 

7.75% non cumulative callable preference shares 553 552 

8.125% non cumulative callable preference shares 1,313 1,316 

Total Barclays Bank PLC preference shares 5,929 5,933 

Absa Group preference shares 371 452 

Total preference shares 6,300 6,385 

   

Reserve Capital Instruments:   

8.55% Step-up Callable Perpetual Reserve Capital Instruments – 887 

7.375% Step-up Callable Perpetual Reserve Capital Instruments – 531 

Total Reserve Capital Instruments – 1,418 

   

Upper Tier 2 instruments:   

Undated Floating Rate Primary Capital Notes Series 1 274 274 

Undated Floating Rate Primary Capital Notes Series 2 312 312 

Total Upper Tier 2 instruments 586 586 
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Employee benefits

Employee benefits outlines the costs and commitments associated with employing our staff.

37 Staff costs

Accounting for staff costs
The Group applies IAS 19 Employee benefits in its accounting for most of the components of staff costs.

Short-term employee benefits – salaries, accrued performance costs, social security and the Bonus Payroll Tax are recognised over the period in 
which the employees provide the services to which the payments relate. 

Performance costs – recognised to the extent that the Group has a present obligation to its employees that can be measured reliably and are 
recognised over the period of service that employees are required to work to qualify for the services.

Deferred cash bonus awards and deferred share bonus awards are made to employees to incentivise performance over the vesting period. To 
receive payment under an award, employees must provide service over the vesting period, typically three years from the grant date. The period over 
which the expense for deferred cash and share bonus awards is recognised is based upon the common understanding between the employee and 
the Group and the terms and conditions of the award. The Group considers that it is appropriate to recognise the awards over the period from the 
date of grant to the date that the awards vest as this is the period over which the employees understand that they must provide service in order to 
receive awards. The table on page 64 details the relevant award dates, payment dates and the period in which the income statement charge arises 
for bonuses. No expense has been recognised in 2011 for the deferred bonuses granted in March 2012, as they are dependent upon future 
performance rather than performance during 2011.

The accounting policies for share based payments and pensions and other post retirement benefits are under Note 38 and Note 39 respectively.

Staff costs 2011 
£m

2010 
£m

2009 
£m

Performance costs 2,527 3,350 3,055 

Salaries 6,277 6,151 4,893 

Other share based payments 167 168 133 

Social security costs 716 719 606 

Post-retirement benefits 727 528 207 

Total compensation costs 10,414 10,916 8,894 

    

Bank payroll tax 76 96 225 

Other 917 904 829 

Non compensation costs 993 1,000 1,054 

    

Staff costs 11,407 11,916 9,948 

The UK Government applied a bank payroll tax of 50% to all discretionary bonuses over £25,000 awarded to UK bank employees between 9 December 
2009 and 5 April 2010. The total bank payroll tax paid was £437m, of which £321m was recognised between 2009 and 2010. For 2011, a charge of 
£76m has been recognised in relation to prior year deferrals, with the remaining £40m to be recognised over the period 2012 to 2013.

Staff costs above relate to continuing operations only. Staff costs arising on discontinued operations for 2011 and 2010 totalled nil (2009: £735m).

The average total number of persons employed by the Group including both continuing and discontinued operations was 149,700 (2010: 151,300).
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Notes to the financial statements
For the year ended 31 December 2011 continued

38 Share based payments 

Accounting for share based payments
The Group applies IFRS 2 Share Based Payments in accounting for employee remuneration in the form of shares. 

Employee incentives include awards in the form of shares and share options, as well as offering employees the opportunity to purchase shares on 
favourable terms. The cost of the employee services received in respect of the shares or share options granted is recognised in the income 
statement over the period that employees provide services, generally the period in which the award is granted or notified and the vesting date of the 
shares or options. The overall cost of the award is calculated using the number of shares and options expected to vest and the fair value of the 
shares or options at the date of grant. 

The number of shares and options expected to vest takes into account the likelihood that performance and service conditions included in the terms 
of the awards will be met. Failure to meet the non-vesting condition is treated as a cancellation, resulting in an acceleration of recognition of the cost 
of the employee services.

The fair value of shares is the market price ruling on the grant date, in some cases adjusted to reflect restrictions on transferability. The fair value of 
options granted is determined using option pricing models to estimate the numbers of shares likely to vest. These take into account the exercise 
price of the option, the current share price, the risk-free interest rate, the expected volatility of the share price over the life of the option and other 
relevant factors. Market conditions that must be met in order for the award to vest are also reflected in the fair value of the award, as are any other 
non-vesting conditions – such as continuing to make payments into a share based savings scheme.

The charge for the year arising from share based payment schemes was as follows:

Charge for the year

2011 
£m

2010 
£m

2009 
£m

Share Value Plan  634  361 –

Executive Share Award Scheme  101  304  178 

Others  137  172  100 

Total equity settled  872  837  278 

Cash settled  34  23  8 

Total continuing operations  906  860  286 

Discontinued operations – –  12 

Total share based payments  906  860  298 

The terms of the main current plans are as follows:

Share value plan (SVP)
The SVP was introduced in March 2010 and approved by shareholders (for Executive Director participation and use of new issue shares) at the AGM in 
April 2011. SVP awards are granted to participants in the form of a conditional right to receive Barclays shares (awards granted prior to May 2011 were 
granted as provisional allocations of Barclays shares) which vest over a period of three years in equal annual tranches. Participants do not pay to receive 
an award or to receive a release of shares. The grantor may also make a dividend equivalent payment to participants on vesting of a SVP award. SVP 
awards are also made to eligible employees for recruitment purposes under schedule 1 to the SVP. From 2010, the portion of a business unit LTIP award 
that was previously granted under ESAS is normally granted under SVP. All awards are subject to potential forfeiture in certain leaver scenarios. 

Executive Share Award Scheme (ESAS)
For certain employees of the Group an element of their annual bonus is in the form of a deferred award of a provisional allocation of Barclays PLC shares 
under ESAS. The total value of the bonus made to the employee, of which ESAS is an element, is dependent upon the business unit, Group and 
individual employee performance. The ESAS element of the annual bonus must normally be held for at least three years. Additional bonus shares are 
subsequently awarded to recipients of the provisional allocation and vest upon achieving continued service for three and five years from the date of 
award. ESAS awards are also made to eligible employees for recruitment purposes under JSAP (Joiners Share Award Plan). All awards are subject to 
potential forfeiture if the individual resigns and commences work with a competitor business. LTIP plans are cash and equity performance plans which 
after 3 years (dependant on performance) pay half in cash and the remaining half in shares which are placed into ESAS for a further 1 or 2 years.

Other schemes 
In addition to the above schemes, the Group operates a number of other schemes including schemes operated by and settled in the shares of 
subsidiary undertakings, none of which are individually or in aggregate material in relation to the charge for the year or the dilutive effect of outstanding 
share options. Included within other schemes are the Performance Share Plan, Incentive Share Plan, Sharesave, Sharepurchase, and the Barclays Long 
Term Incentive Plan which was introduced and approved at the AGM in April 2011.
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38 Share based payments continued
Share option and award plans
The weighted average fair value per award granted and weighted average share price at the date of exercise/release of shares during the year was:

Weighted average fair  
value per award granted  

in year

Weighted average share 
price at exercise/release 

during year

2011
£

2010
£

2011
£

2010
£

SVPa,b  2.80  3.54  3.08  3.10 

ESASa,c  2.84  2.88  2.87  3.39 

Othersa  0.65 - 2.77 1.29 - 3.55  2.18 - 3.03 3.02 - 3.46

SVP and ESAS are nil cost awards and nil cost options respectively on which the performance conditions are substantially completed at the date of 
grant. Consequently the fair value of these awards/options is based on the market value at that date.

As described above, the terms of the ESAS scheme require shares to be held for a set number of years from the date of vesting. The calculation of the 
vesting date fair value of such awards includes a reduction for this post-vesting restriction. This discount is determined by calculating how much a 
willing market participant would rationally pay to remove the restriction using a Black-Scholes option pricing model. The total discount required in 2011 
is £nil (2010: £22m, 2009: £10m).

Movements in options and awards
The movement in the number of options and awards for the major schemes and the weighted average exercise price of options was:

 SVPa,b ESASa,c Othersa,d

 Number (000s)  Number (000s)  Number (000s)
 Weighted average 

ex. price (£)

2011 2010 2011 2010 2011 2010 2011 2010

Outstanding at beginning of 

year/acquisition date 226,842  – 383,483 464,511 175,253 189,871  2.80  3.01 

Granted in the year 255,592 241,931 11,267 85,489 111,374 32,763  1.52  2.46 

Exercised/released in the year  (77,315)  (4,932)  (117,126)  (139,220)  (18,164)  (11,211)  2.03  2.67 

Less: forfeited in the year  (12,481)  (10,157)  (25,596)  (27,297)  (46,480)  (36,170)  2.59  3.42 

Less: expired in the year  –  –  –  –  (7,620)  –  3.94  – 

Outstanding at end of year 392,638 226,842 252,028 383,483 214,363 175,253  1.93  2.80 

Of which exercisable:  –  – 25,025 5,220 20,424 8,383  2.78  4.35 

Certain of the Group’s share option plans enable certain directors and employees the option to subscribe for new ordinary shares of Barclays PLC 
between 2011 and 2019. For accounting for treasury shares see Note 35 Reserves.

Notes
a Options/award granted over Barclays PLC shares. 
b Nil cost award and therefore the weighted average exercise price was nil.
c Nil cost options and therefore there was no weighted average exercise price.
d The number of awards within others at the end of the year principally relates to Sharesave (number of awards exercisable at end of year was 15,825,000). The weighted average exercise 

price relates to Sharesave. The weighted average exercise price for the other schemes was nil.
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Notes to the financial statements
For the year ended 31 December 2011 continued

38 Share based payments continued
The weighted average contractual remaining life and number of options and awards outstanding (including those exercisable) at the balance sheet date 
are as follows:

2011 2010 

Weighted
average

remaining
contractual
life in years

Number of
options/

awards
outstanding

(000s)

Weighted
average

remaining
contractual
life in years

Number of
options/

awards
outstanding

(000s)

SVPa,b  2  392,638  2  226,842 

ESASa,c  2  252,028  3  383,483 

Othersa 0 - 4  214,362 0 - 4  175,252 

There were no significant modifications to the share based payments arrangements in the years 2011, 2010 and 2009.

As at 31 December 2011, the total liability arising from cash-settled share based payments transactions was £12m (2010: £23m).

Treasury Shares
The Group, through various employee benefit trusts, holds shares in Barclays PLC (‘treasury shares’) to meet its obligations under its share based 
payment schemes. The total number of Barclays shares held in Group employee benefit trusts at 31 December 2011 was 3.9 million (2010: 259.0 
million). The reduction is due to a change in the funding approach by the trustee, whereby holdings of treasury shares have been replaced with 
instruments that hedge the economic exposure to movements in the Barclays share price. Dividend rights have been waived on nil (2010: nil) of these 
shares. The total market value of the shares held in trust based on the year end share price of £1.74 (2010: £2.61) was £6.8m (2010: £676m). 

Notes
a Options/award granted over Barclays PLC shares. 
b Nil cost award.
c Nil cost options.
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39 Pensions and post retirement benefits

Accounting for pensions and post retirement benefits
The Group operates a number of pension schemes including defined contribution, defined benefit and post-employment benefit schemes. 

Defined contribution schemes – the Group recognises contributions due in respect of the accounting period in the income statement. Any 
contributions unpaid at the balance sheet date are included as a liability.

Defined benefit schemes – the Group recognises its obligation to members of the scheme at the period end, less the fair value of the scheme assets 
and unrecognised actuarial gains or losses. Each scheme’s obligations are calculated using the projected unit credit method on the assumptions set 
out in the note below. Scheme assets are stated at fair value as at the period end.

The Group uses the option within IAS 19 Employee Benefits to defer actuarial gains and losses over the remaining service lives of the employees.

Actuarial gains and losses comprise experience adjustments (differences between previous actuarial assumptions and what has actually occurred) 
and the effects of changes in actuarial assumptions. Cumulative actuarial gains and losses, to the extent that they exceed the greater of: 10% of the 
fair value of the scheme assets or 10% of the present value of the defined benefit obligation, are deferred and the excess amortised in the income 
statement over the average service lives of scheme members. Gains and losses on curtailments are recognised when the curtailment occurs, which 
may be when a demonstrable commitment to a reduction in benefits, or reduction in eligible employees, occurs. The gain or loss comprises any 
change in the present value of the obligation, the fair value of the assets and any related unrecognised actuarial gain or loss and past service costs.

Where a scheme’s assets and its unrecognised actuarial losses exceed its obligation, an asset is recognised to the extent that it does not exceed the 
present value of future contribution holidays or refunds of contributions. 

Post-employment benefits – the cost of providing health care benefits to retired employees is accrued as a liability in the financial statements over 
the period that the employees provide services to the Group, using a methodology similar to that for defined benefit pension schemes.

Future accounting development
From 1 January 2013, in accordance with amendments to IAS 19, the Group balance sheet will fully reflect the pension liability or asset, including any 
unrecognised actuarial losses or gains. As at 31 December 2011 there were unrecognised actuarial losses of £1.7bn. In addition, the Group will 
recognise interest charge or income on the net pension liability or asset, rather than the expected return on the schemes’ assets and interest cost on 
the schemes’ benefit obligation. The Group will no longer recognise the amortisation of unrecognised actuarial gains or losses which in 2011 gave 
rise to a charge of £0.1bn. Given these amendments the charge for 2011 would have been £0.1bn higher under the amended standard, and a 
charge of £1.7bn would have been recognised in other comprehensive income.

Pension schemes 
The UK Retirement Fund (UKRF) is the Group’s main scheme, representing 92% of the Group’s total retirement benefit obligations. The UKRF comprises 
ten sections, the most significant of which are: 

 – Afterwork: comprising of a voluntary defined contribution element and a contributory cash balance defined benefit. The cash balance element is 
revalued until Normal Retirement Age in line with the increase in Retail Price Index (RPI) (maximum 5%). An investment related increase of up to 2% 
a year may also be added at Barclays discretion. Since 1 October 2003 the majority of new employees outside of Barclays Capital have been eligible 
to join. 

 – The Pension Investment Plan (PIP): a defined contribution section providing benefits for Barclays Capital employees from 1 July 2001.

 – The 1964 Pension Scheme: most employees recruited before July 1997 built up benefits in this non-contributory defined benefit scheme in respect of 
service up to 31 March 2010. Pensions were calculated by reference to service and pensionable salary. From 1 April 2010 members became eligible to 
accrue future service benefits in either Afterwork or PIP.

The costs of ill-health retirements and death in service benefits are borne by the UKRF.

Governance 
The UKRF operates under trust law and is managed and administered on behalf of the members in accordance with the terms of the Trust Deed and 
Rules and all relevant legislation. The Corporate Trustee is Barclays Pension Funds Trustees Limited, a private limited company incorporated on 20 
December 1990 and a wholly owned subsidiary of Barclays Bank PLC. The Trustee is the legal owner of the assets of the UKRF which are held separately 
from the assets of the Group.

The Trustee Board comprises six Management Directors selected by Barclays, of whom three are independent Directors with no relationship with 
Barclays or the UKRF, plus three Member Nominated Directors selected from eligible active staff and pensioner members who apply for the role.

The same principles of pension governance apply to the Group’s other pension schemes, although different legislation covers overseas schemes where, 
in most cases, the Group has the power to determine the funding rate.
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Notes to the financial statements
For the year ended 31 December 2011 continued

39 Pensions and post retirement benefits continued
Amounts recognised
The following tables include: the amounts recognised in the income statement, an analysis of benefit obligations and an analysis of scheme assets for 
all Group schemes. The net position is reconciled to the assets and liabilities recognised on the balance sheet. The tables include funded and unfunded 
post-retirement benefits. 

Income statement charge 2011 
£m

2010 
£m

2009a 
£m

Current service cost 348 349 291 

Interest cost 1,154 1,146 1,001 

Expected return on scheme assets (1,176) (1,122) (935) 

Recognised actuarial loss 57 75 96 

Past service cost 23 (233) 6 

Curtailment or settlements 3 16 (473) 

Total 409 231 (14) 

Balance sheet reconciliation 2011 2010 

Total
£m

Of which 
relates to 

UKRF
£m

Total
£m

Of which 
relates to 

UKRF
£m

Benefit obligation at beginning of the year (21,801) (20,173) (20,646) (19,209)

Current service cost (348) (300) (349) (293)

Interest cost (1,154) (1,053) (1,146) (1,049)

Past service cost (23) – 238 240 

Actuarial loss (569) (418) (590) (522)

Benefits paid 802 684 779 678 

Exchange and other movements 99 (3) (87) (18)

Benefit obligation at end of the year (22,994) (21,263) (21,801) (20,173)

Fair value of scheme assets at beginning of the year 18,905 17,621 16,700 15,675 

Expected return on scheme assets 1,176 1,094 1,122 1,031 

Employer contribution 2,220 2,128 728 666 

Actuarial gain 1,419 1,470 1,012 995 

Benefits paid (802) (684) (779) (678)

Exchange and other movements (170) (89) 122 (68)

Fair value of scheme assets at the end of the year 22,748 21,540 18,905 17,621 

Net (deficit)/asset (246) 277 (2,896) (2,552)

Unrecognised actuarial losses 1,728 1,403 2,657 2,501 

Net recognised asset/(liability) 1,482 1,680 (239) (51)

Recognised assets 1,803 1,680 126 –

Recognised liabilities (321) – (365) (51)

Net recognised asset/(liability) 1,482 1,680 (239) (51)

As at 31 December 2011, the UKRF’s IAS 19 scheme assets exceeded obligations by £277m (2010: deficit of £2,552m). The most significant drivers for 
this change were favourable asset performance and deficit contributions paid over the year. 

Included within the benefit obligation was £1,560m (2010: £1,470m) relating to overseas pensions and £171m (2010: £158m) relating to other 
post-retirement benefits. Of the benefit obligations of £22,994m (2010: £21,801m), £334m (2010: £258m) were wholly unfunded.

Note
a Includes £3m relating to discontinued operations.
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39 Pensions and post retirement benefits continued
Critical accounting estimates and judgements
Actuarial valuation of the schemes’ obligation is dependent upon a series of assumptions. Below is a summary of the main financial and demographic 
assumptions adopted for UKRF:

UKRF financial assumptions 2011 
% p.a.

2010 
% p.a.

Discount rate 4.74 5.31 

Rate of increase in salaries 3.54 4.00 

Inflation rate 3.04 3.50 

Rate of increase for pensions in payment 2.94 3.35 

Rate of increase for pensions in deferment 2.94 3.50 

Afterwork revaluation ratea 3.47 3.97 

Expected return on scheme assets 5.00 6.30 

The UKRF discount rate assumption is based on a liability-weighted rate derived from an AA corporate bond yield curve and the inflation assumption 
reflects long-term expectations of RPI.

The UKRF’s post-retirement mortality assumptions are based on a best estimate assumption derived from an analysis in 2011 of Barclays own 
post-retirement mortality experience which was carried out at the time of the latest triennial funding valuation, and taking account of the recent 
evidence from published mortality surveys. An allowance has been made for future mortality improvements based on the medium cohort projections 
published by the Continuous Mortality Investigation Bureau subject to a floor of 1% p.a. on future improvements. The table below shows how the 
assumed life expectancy at 60, for members of the UKRF, has varied over the last five years:

Assumed life expectancy 2011 2010 2009 2008 2007

Life expectancy at 60 for current pensioners (years)      

– Males 27.7 27.6 27.5 27.4 26.7 

– Females 28.8 28.7 28.7 28.5 27.9 

Life expectancy at 60 for future pensioners currently aged 40 (years)      

– Males 29.1 29.7 29.6 29.5 28.0 

– Females 30.4 30.7 30.6 30.5 29.1 

Sensitivity analysis on actuarial assumptions
The following table shows a sensitivity analysis of the most material assumptions on the UKRF benefit obligation:

Change in key assumptions
Impact on UKRF benefit 

obligation

(Decrease)/
Increase

%

(Decrease)/
Increase

£bn

0.5% increase in:   

– Discount rate (8.7) (1.8)

– Rate of inflation  9.1  1.9 

1 year increase to life expectancy at 60  2.5  0.5 

Note
a This is the assumption applied to the Afterwork cash balance element.
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Notes to the financial statements
For the year ended 31 December 2011 continued

39 Pensions and post retirement benefits continued
Assets
A long term strategy has been set for the asset allocation of the UKRF which comprises a mixture of equities, bonds, property and other appropriate 
assets. This recognises that different asset classes are likely to produce different long term returns and some asset classes may be more volatile than 
others. The long term strategy ensures that investments are adequately diversified. Asset managers are permitted some flexibility to vary the asset 
allocation from the long term strategy within control ranges agreed with the Trustee from time to time.

The UKRF also employs derivative instruments, where appropriate, to achieve a desired exposure or return, or to match assets more closely to liabilities. 
The value of assets shown reflects the actual physical assets held by the scheme, with any derivative holdings reflected on a mark to market basis. 

The value of the assets of the schemes, their percentage in relation to total scheme assets, and their expected rate of return were as follows:

Analysis of scheme assets Total Of which relates to UKRF

Value
£m 

% of total 
fair value 

of scheme 
assets

%

Expected  
rate of 
return

%
Value

£m

% of total 
fair value 

of scheme 
assets

%

Expected 
rate of 
return

%

As at 31 December 2011       

Equities 4,979 21.9 7.8 4,452 20.7 7.7 

Bonds 11,246 49.4 3.8 10,872 50.5 3.7 

Property 1,389 6.1 6.2 1,356 6.3 6.1 

Derivatives 1,296 5.7 – 1,296 6.0 –

Cash 3,253 14.3 0.6 3,167 14.7 0.5 

Other 585 2.6 4.4 397 1.8 2.5 

Fair value of scheme assets 22,748 100 5.1 21,540 100 5.0 

       

As at 31 December 2010       

Equities 5,865 31.0 8.3 5,349 30.4 8.4 

Bonds 9,641 51.0 4.7 9,164 52.0 4.6 

Property 1,297 6.9 6.9 1,277 7.2 6.8 

Derivatives 410 2.2 – 410 2.3  –

Cash 1,215 6.4 1.2 1,057 6.0 0.5 

Other 477 2.5 5.6 364 2.1 4.3 

Fair value of scheme assets 18,905 100 6.3 17,621 100 6.3 

Included within fair value of scheme assets were: £15m (2010: £14m) relating to shares in Barclays Group, £12m (2010: £13m) relating to bonds issued 
by the Barclays Group, and £12m (2010: £10m) relating to property occupied by Group companies. The UKRF also invests in pooled investment vehicles 
which may hold shares or debt issued by the Barclays Group. The UKRF scheme assets also includes £50m (2010: £58m) relating to UK private equity 
investments and £1,342m (2010: £1,128m) relating to overseas private equity investments. These are disclosed above within Equities.

The expected return on assets is determined by calculating a total return estimate based on weighted average estimated returns for each asset class. 
Asset class returns are estimated using current and projected economic and market factors such as inflation, credit spreads and equity risk premiums. 
The Group actual return on scheme assets was an increase of £2,595m (2010: £2,134m increase). 

The overall expected return on assets assumption has recognised that some of the cash holding at 31 December 2011 was due to be reinvested shortly 
after year end in line with the long term strategy. The overall expected return on asset assumption has also been based on the portfolio of assets 
created after allowing for the net impact of the derivatives on the risk and return profile of the holdings.
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39 Pensions and post retirement benefits continued
Actuarial gains and losses
The actuarial gains and losses arising on scheme obligations and scheme assets are as follows:

Total actuarial gains and losses 2011
£m

2010
£m

2009
£m

2008
£m

2007
£m

Present value of obligations (22,994) (21,801) (20,646) (15,783) (17,634)

Fair value of scheme assets 22,748 18,905 16,700 14,496 18,027 

Net (deficit)/surplus in the schemes (246) (2,896) (3,946) (1,287) 393 

Experience (losses) and gains on scheme liabilities      

– amount (57) (216) 62 (177) (376)

– as percentage of scheme liabilities – (1%) – (1%) (2%)

Difference between actual and expected return on scheme assets      

– amount 1,419 1,012 1,416 (4,655) (343)

– as percentage of scheme assets 6% 5% 8% (32%) (2%)

      

Actuarial gains and losses relating to UKRF 2011
£m

2010
£m

2009
£m

2008
£m

2007
£m

Present value of obligations (21,263) (20,173) (19,209) (14,395) (16,563)

Fair value of scheme assets 21,540 17,621 15,675 13,537 17,231 

Net surplus/(deficit) in the scheme 277 (2,552) (3,534) (858) 668 

Experience (losses) and gains on scheme liabilities      

– amount (34) (207) 106 88 –

– as percentage of scheme liabilities – (1%) 1% 1% –

Difference between actual and expected return on scheme assets      

– amount 1,470 995 1,424 (4,534) 332 

– as percentage of scheme assets 7% 6% 9% (33%) 2%

Funding
The latest triennial funding valuation of the UKRF was carried out with an effective date of 30 September 2010, and showed a deficit of £5.0bn. In 
compliance with the Pensions Act 2004, the Bank and Trustee agreed a scheme-specific funding target, statement of funding principles, a schedule of 
contributions and a recovery plan to eliminate the deficit in the Fund.

The recovery plan to eliminate the deficit will result in the Bank paying deficit contributions to the Fund until 2021. Deficit contributions of £1.8bn were 
paid to the fund in December 2011 and a further £0.5bn will be paid in 2012. Further deficit contributions are payable from 2017 to 2021 starting at 
£0.65bn in 2017 and increasing by approximately 3.5% per annum until 2021. These deficit contributions are in addition to the regular contributions to 
meet the Group’s share of the cost of benefits accruing over each year. Including deficit contributions, the Group’s estimated contribution to the UKRF in 
2012 will be £877m. Excluding the UKRF, the Group is expected to pay contributions of approximately £1m to UK schemes and £94m to overseas 
schemes in 2012.

The Scheme Actuary prepares an annual update of the funding position as at 30 September. The latest annual update was carried out as at 30 
September 2011 and showed a deficit of £6.4bn. This was prior to the payment of £1.8bn in December 2011.

Contributions paid with respect to the UKRF were as follows:

Contributions paid £m

2011 2,128 

2010 666 

2009 525 
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Notes to the financial statements
For the year ended 31 December 2011 continued

Scope of consolidation

This section presents information on the Group’s investments in subsidiaries, joint ventures and 

associates. Detail is also given on securitisation transactions the Group has entered into and 

arrangements that are held off-balance sheet.

40 Investment in subsidiaries

Accounting for investment in subsidiaries
In the individual financial statements of Barclays PLC, investments in subsidiaries are stated at cost less impairment, if any. Cost includes directly 
attributable costs of the investment.

Principal subsidiaries for the Group are set out below.  This list has been revised to include those subsidiaries that are significant in the context of the 
Group’s business, results or financial position.

Country of 
registration or
incorporation Company name Nature of business

Percentage of 
equity capital 

held (%)

England Barclays Bank PLC Banking, holding company 100 

England Barclays Bank Trust Company Limited Banking, securities industries and trust services 100 

England Barclays Stockbrokers Limited Stockbroking 100 

England Barclays Capital Securities Limited Securities dealing 100 

England FIRSTPLUS Financial Group PLC Secured loan provider 100*

Isle of Man Barclays Private Clients International Limited Banking 100*

Japan Barclays Capital Japan Limited Securities dealing 100 

Kenya Barclays Bank of Kenya Limited Banking 68.5*

South Africa Absa Group Limited Banking 55.5*

Spain Barclays Bank SA Banking 100*

USA Barclays Capital Inc. Securities dealing 100 

USA Barclays Bank Delaware US credit card issuer 100 

USA Barclays Group US Inc. Holding company 100*

The country of registration or incorporation is also the principal area of operation of each of the above subsidiaries. Investments in subsidiaries held 
directly by Barclays Bank PLC are marked*.  Full information of all subsidiaries will be included in the Annual Return to be filed at UK Companies House.

Although the Group’s interest in the equity voting rights in certain entities listed below may exceed 50%, or it may have the power to appoint a majority 
of their Boards of Directors, they are excluded from consolidation because the Group either does not direct the financial and operating policies of these 
entities, or another entity has a controlling interest in them. Consequently, these entities are not controlled by Barclays:

Country of 
registration or
incorporation Company name

Percentage of
ordinary share

 capital held
%

Equity
shareholders’

funds
£m

Retained profit
for the year 

£m

UK Fitzroy Finance Limited 100 – –

Cayman Islands Palomino Limited 100 1 –
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41 Acquisition of subsidiaries 
In April 2011, Barclays acquired the third party investments in Protium for their carrying value of £163m and restructured the related management 
arrangements. This resulted in the general partner interest being acquired by Barclays for a nominal consideration and the remaining interest in Protium 
held by Protium’s investment manager, redeemed for consideration of £50m (in accordance with the performance fees that would have been due 
under the original agreement, based on investment performance to date). Barclays become the sole owner and controlling party of Protium, which is 
consolidated by the Group. There was no gain or loss and no goodwill arising as the impairment on the loan was already calculated by reference to 
Protium’s net asset value of £5,856m. 

As part of this transaction, US$750m of proceeds from a partial redemption of the loan to Protium was invested into Helix, an existing fund managed by 
Protium’s investment manager. This represents a majority interest in the fund, which has also been consolidated by the Group.

The pre-acquisition carrying amounts of the acquired assets and liabilities, stated in accordance with the Group’s accounting policies, were equal to 
their fair value on acquisition as set out below. There was no gain and no loss arising on the transaction. 

Fair values
£m

Assets  

Trading portfolio assets 4,731 

Financial assets designated at fair value 1,004 

Derivative financial instruments 5 

Loans and advances to banks 472 

Reverse repurchase agreements 29 

Other assets 46 

Total assets 6,287 

Liabilities  

Deposits from banks 1 

Trading portfolio liabilities 93 

Financial liabilities designated at fair value 76 

Derivative financial instruments 23 

Repurchase agreements 24 

Other liabilities 51 

Total liabilities 268 

Net assets acquired (Group share 100%) 6,019 

Considerations – cash 163 

  – loan 5,856 

Total consideration 6,019 

The Group’s exposure to Protium prior to acquisition represented a loan. Subsequent to acquisition the underlying assets held by Protium were 
consolidated by the Group and have been integrated into the corresponding business lines. 

The contribution of Protium and related underlying assets on the Group’s profit before tax for the year of £55m reflected a £223m impairment release 
and £36m interest income on the loan prior to acquisition, offset by £204m post acquisition fair value reductions in the underlying assets offsets by 
gains arising on the unwind of structured assets. Post acquisition losses comprised £27m gain on US sub prime and Alt-A, £249m losses on 
commercial mortgage backed securities, £92m gains on CDO and other assets, £56m of net interest and other income, £74m of funding charges and 
£56m of fees to Protium’s investment manager. 

The £50m consideration paid by Protium to redeem the remaining interest held by its investment manager represents the settlement of an existing 
liability. As pre-acquisition impairment was calculated by reference to Protium’s net asset value, this amount was reflected in the impairment charge and 
did not give rise to a loss on acquisition.

At the acquisition date, the contractual amounts due to maturity on the acquired assets were £28bn. These assets are predominantly held for trading 
purposes so are not expected to be held to maturity.

Acquisition related costs of £nil have been included in operating expenses. The aggregate net outflow of cash from acquisition during the year was 
£163m.

During the year, Barclays acquired £2.1bn gross consumer credit card assets from Egg UK, a £130m corporate card portfolio from MBNA Europe Bank 
Limited and a $1.4bn Upromise by Sallie Mae credit card portfolio from FIA Card Services, N.A. (part of Bank of America). These acquisitions were asset 
purchases and therefore, have not been included in the table above. In addition Barclays acquired the Baubecon portfolio of German residential 
properties following a debt restructuring transaction for £0.8bn. The properties have a current fair value of £1bn and are accounted for as investment 
properties.
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Notes to the financial statements
For the year ended 31 December 2011 continued

42 Investments in associates and joint ventures

Accounting for associates and joint ventures
Barclays applies IAS 28 Investments in Associates and IAS 31 Interests in Joint Ventures. Associates are entities in which the Group has significant 
influence, but not control, over its operating and financial policies. Generally the Group holds more than 20%, but less than 50%, of their voting 
shares. Joint Ventures are entities whose activities are governed by a contractual arrangement between the Group and one or more parties to share 
equally in decisions regarding operating and financial policies.

The Group’s investments in associates and joint ventures are initially recorded at cost and increased (or decreased) each year by the Group’s share of 
the post acquisition profit (or loss). In some cases, investments in these entities may be held at fair value through profit or loss, for example, those 
held by private equity businesses.

2011 
£m

2010 
£m

Investment in associates 169 261 

Investment in joint ventures 258 257 

Total 427 518 

Summarised financial information for the Group’s associates and joint ventures is set out below. The amounts shown are assets, liabilities and net 
income of the investees, not just the Group’s share, as at and for the year ended 31 December 2011 with the exception of certain undertakings for 
which the amounts are based on accounts made up to dates not earlier than three months before the balance sheet date.

2011 2010 

Associates
£m

Joint 
ventures

£m
Associates

£m

Joint 
ventures

£m

Total assets  4,001  3,447  4,819  3,452 

Total liabilities  3,603  2,938  4,089  3,024 

Profit/(loss) after tax  45  88  (167)  93 

The Group’s share of commitments and contingencies of its associates and joint ventures was comprised of insurance guarantees of £nil (2010: £nil) 
and unutilised credit facilities provided to customers of £1,265m (2010: £1,237m).

43 Securitisations

Accounting for securitisations
The Group uses securitisations as a source of finance and a means of risk transfer. Such transactions generally result in the transfer of contractual 
cash flows from portfolios of financial assets to holders of issued debt securities. 

Securitisations may, depending on the individual arrangement, result in continued recognition of the securitised assets and the recognition of the 
debt securities issued in the transaction; lead to partial continued recognition of the assets to the extent of the Group’s continuing involvement in 
those assets or to derecognition of the assets and the separate recognition, as assets or liabilities, of any rights and obligations created or retained in 
the transfer. Full derecognition only occurs when the Group transfers both its contractual right to receive cash flows from the financial assets, or 
retains the contractual rights to receive the cash flows, but assumes a contractual obligation to pay the cash flows to another party without material 
delay or reinvestment, and also transfers substantially all the risks and rewards of ownership, including credit risk, prepayment risk and interest rate 
risk.

The Group is party to securitisation transactions for funding purposes, involving its residential mortgage loans, business loans and credit card balances. 
In addition, the Group acts as a conduit for commercial paper, whereby it acquires static pools of residential mortgage loans from other lending 
institutions for securitisation transactions. In these transactions, the assets, or interests in the assets, or beneficial interests in the cash flows arising 
from the assets, are transferred to a special purpose entity, or to a trust which then transfers its beneficial interests to a special purpose entity, which 
then issues floating rate debt securities to third-party investors.
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43 Securitisations continued
The following table shows the carrying amount of securitised assets, stated at the amount of the Group’s continuing involvement where appropriate, 
together with the associated liabilities, for each category of asset on the balance sheet:

2011 2010 

Carrying
amount of

assets
£m

Associated
liabilities

£m

Carrying
amount of

assets
£m

Associated
liabilities

£m

Loans and advances to customers     

Residential mortgage loans 7,946 (8,085) 9,709 (10,674)

Credit card receivables 4,059 (3,477) 801 (723)

Wholesale and corporate loans and advances 1,391 (1,428) 2,560 (2,878)

Total 13,396 (12,990) 13,070 (14,275)

Assets designated at fair value through profit or loss     

Retained interest in residential mortgage loans 1  5  

Balances included within loans and advances to customers represent securitisations where substantially all the risks and rewards of the asset have been 
retained by the Group. As a result these securitisations represents secured financing, although for regulatory capital purposes they may give rise to a 
regulatory capital benefit due to risk sharing with investors.

The excess of total associated liabilities over the carrying amount of assets primarily reflects timing differences in the receipt and payment of cash flows, 
and foreign exchange movements where the assets and associated liabilities are denominated in different currencies. Foreign exchange movements 
and associated risks are hedged economically through the use of cross currency swap derivative contracts.

Retained interests in residential mortgage loans are securities which represent a continuing exposure to the prepayment and credit risk in the 
underlying securitised assets. The total amount of the loans was £2,299m (2010: £15,458m). The retained interest is initially recorded as an allocation 
of the original carrying amount based on the relative fair values of the portion derecognised and the portion retained.

44 Off-balance sheet arrangements
In the ordinary course of business and primarily to facilitate client transactions, the Group enters into transactions which may involve the use of 
off-balance sheet arrangements and special purpose entities (SPEs). These arrangements include the provision of guarantees, loan commitments, 
retained interests in assets which have been transferred to an unconsolidated SPE or obligations arising from the Group’s involvements with such SPEs.

Guarantees
The Group issues guarantees on behalf of its customers. In the majority of cases, the Group will hold collateral against the exposure, have a right of 
recourse to the customer or both. In addition, the Group issues guarantees on its own behalf. The main types of guarantees provided are: financial 
guarantees given to banks and financial institutions on behalf of customers to secure loans; overdrafts; and other banking facilities, including stock 
borrowing indemnities and standby letters of credit. Other guarantees provided include performance guarantees, advance payment guarantees, tender 
guarantees, guarantees to Her Majesty’s Revenue and Customs and retention guarantees. The nominal principal amount of contingent liabilities with 
off-balance sheet risk is set out in Note 30.

Loan commitments
The Group enters into commitments to lend to its customers subject to certain conditions. Such loan commitments are made either for a fixed period 
or are cancellable by the Group subject to notice conditions. Information on loan commitments and similar facilities is set out in Note 30.

Leasing
The Group leases various offices, branches, other premises and equipment under non-cancellable operating lease arrangements. With such operating 
lease arrangements, the asset is kept on the lessor’s balance sheet and the Group reports the future minimum lease payments as an expense over the 
lease term. Information on leasing can be found in Note 27.

SPEs
SPEs are entities that are created to accomplish a narrow and well defined objective. There are often specific restrictions or limits around their ongoing 
activities. The Group’s transactions with SPEs take a number of forms, including:

 – the provision of financing to fund asset purchases, or commitments to provide finance for future purchases;

 – derivative transactions to provide investors in the SPE with a specified exposure;

 – the provision of liquidity or backstop facilities which may be drawn upon if the SPE experiences future funding difficulties; and

 – direct investment in the notes issued by SPEs.
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Notes to the financial statements
For the year ended 31 December 2011 continued

44 Off-balance sheet arrangements continued
A number of the Group’s transactions have recourse only to the assets of unconsolidated SPEs. Typically, the majority of the exposure to these assets is 
borne by third parties and the Group’s risk is mitigated through over-collateralisation, unwind features and other protective measures.

The business activities within the Group where SPEs are used include multi-seller conduit programmes, asset securitisations, client intermediation, 
credit structuring, asset realisations and fund management. These activities are described below. In addition, later sections provide quantitative 
information on the Group’s involvements with CDOs, SIVs, SIV-Lites and conduits.

Multi-seller conduit programmes
Barclays creates, administers and provides liquidity and credit enhancements to several commercial paper conduit programmes, primarily in the United 
States. These conduits provide clients access to liquidity in the commercial paper markets by allowing them to sell consumer or trade receivables to the 
conduit, which then issues commercial paper to investors to fund the purchase. The conduits have sufficient collateral, credit enhancements and 
liquidity support to maintain an investment grade rating for the commercial paper.

Asset securitisations
The Group has assisted its customers with the formation of asset securitisations, some of which are effected through the use of SPEs. These entities 
have minimal equity and rely on funding in the form of notes to purchase the assets for securitisation. As these SPEs are created for other companies, 
the Group does not usually control these entities and therefore does not consolidate them. The Group may provide financing in the form of senior notes 
or junior notes and may also provide derivatives to the SPE. These transactions are included on the balance sheet.

The Group has also used SPEs to securitise part of its originated and purchased retail and commercial lending portfolios and credit card receivables. 
These SPEs are usually consolidated and derecognition only occurs when the Group transfers its contractual right to receive cash flows from the 
financial assets, or retains the contractual rights to receive the cash flows, but assumes a contractual obligation to pay the cash flows to another party 
without material delay or reinvestment, and also transfers substantially all the risks and rewards of ownership, including credit risk, prepayment risk and 
interest rate risk. The carrying amount of securitised assets together with the associated liabilities are set out in Note 43.

Client intermediation
The Group has structured transactions as a financial intermediary to meet investor and client needs. These transactions involve entities structured by 
either the Group or the client and are used to modify cash flows of third party assets to create investments with specific risk or return profiles or to 
assist clients in the efficient management of other risks. Such transactions will typically result in a derivative being shown on the balance sheet, 
representing the Group’s exposure to the relevant asset. The Group also invests in lessor entities specifically to acquire assets for leasing. Client 
intermediation also includes arrangements to fund the purchase or construction of specific assets (most common in the property industry).

Credit structuring
The Group structures investments to provide specific risk profiles to investors. This may involve the sale of credit exposures, often by way of derivatives, 
to an entity which subsequently funds those exposures by issuing securities. These securities may initially be held by Barclays prior to sale outside of 
the Group.

Asset realisations
The Group establishes SPEs to facilitate the recovery of loans in circumstances where the borrower has suffered financial loss.

To the extent that there are guarantees and commitments in relation to SPEs the details are included in Note 30.

Collateralised debt obligations (CDOs)
The Group has structured and underwritten CDOs. At inception, the Group’s exposure principally takes the form of a liquidity facility provided to 
support future funding difficulties or cash shortfalls in the vehicles. If required by the vehicle, the facility is drawn with the amount advanced included 
within loans and advances on the balance sheet. Upon an event of default or other triggering event, the Group may acquire control of a CDO and, 
therefore, be required to fully consolidate the vehicle for accounting purposes. The potential for transactions to hit default triggers before the end of 
2011 has been assessed and is included in the determination of a £6m impairment charge (2010: £137m release) in relation to ABS CDO Super Senior 
and other credit market exposures for the year ended 31 December 2011.

The Group’s exposure to ABS CDO Super Senior positions before hedging was £1,842m as at 31 December 2011 (2010: £1,992m), equivalent to an 
aggregate 51.68% (2010: 50.97%) decline in value on average for all investors. This represents the Group’s exposure to High Grade CDOs, stated net of 
write downs and charges. These facilities are fully drawn and included within loans and advances on the balance sheet.

Collateral
The collateral underlying unconsolidated CDOs comprised 78% (2010: 78%) residential mortgage-backed securities, 2% (2010: 3%) non-residential 
asset-backed securities and 20% (2010: 19%) in other categories (a proportion of which will be backed by residential mortgage collateral). The 
remaining Weighted Average Life (WAL) of all collateral is 7.41 years (2010: 6.25 years). The combined Net Asset Value (NAV) for all of the CDOs was 
£1bn (2010: £1bn).

Funding
The CDOs were funded with senior unrated notes and rated notes up to AAA. The capital structure senior to the AAA notes on cash CDOs was 
supported by a liquidity facility provided by the Group. The senior portion covered by liquidity facilities is on average 82% of the capital structure. The 
initial WAL of the notes in issue averaged 6.7 years (2010: 6.7 years). The full contractual maturity is 38.2 years (2010: 38.2 years) 
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44 Off-balance sheet arrangements continued
Interests in third party CDOs
The Group has purchased securities in and entered into derivative instruments with third party CDOs. These interests are held as trading assets or 
liabilities on the Group’s balance sheet and measured at fair value. The Group has not provided liquidity facilities or similar agreements to third party 
CDOs.

Structured investment vehicles (SIVs)
The Group does not structure or manage SIVs. Group exposure to third party SIVs comprised: £nil (2010: £nil) of senior liquidity facilities and derivative 
exposures included on the balance sheet at their net fair value of £6m (2010: £46m).

SIV-Lites
The Group has no exposure to a SIV-Lite transaction. The Group is not involved in its ongoing management. Exposures have decreased to £nil (2010: 
£345m) representing assets designated at fair value.

Commercial paper (CP) and medium-term note conduits
The Group provided £14bn (2010: £17bn) in undrawn backstop liquidity facilities to its own sponsored CP conduits. The Group fully consolidates these 
entities such that the underlying assets are reflected on the Group balance sheet. These consolidated entities in turn provide facilities of £717m (2010: 
£740m) to third party conduits containing prime UK buy-to-let Residential Mortgage Backed Securities (RMBS) assets. As at 31 December 2011, the 
entire facility had been drawn and is included in available for sale financial investments.

The Group provided backstop facilities to support the paper issued by one third party conduit. This facility totalled £259m (2010: £129m), with 
underlying collateral comprising 100% auto loans. There were no drawings on this facility as at 31 December 2011.

The Group provided backstop facilities to five third party SPEs that fund themselves with medium term notes. These notes are sold to investors as a 
series of 12 month securities and remarketed to investors annually. If investors decline to renew their holdings at a price below a pre-agreed spread, the 
backstop facility requires the Group to purchase the outstanding notes at scheduled maturity. The Group has provided facilities of £0.9bn (2010: 
£1.2bn) to SPEs holding prime UK and Australian owner-occupied RMBS assets. As at the balance sheet date these facilities had been drawn and were 
included in loans and advances.

45 Assets pledged
Assets are pledged as collateral to secure liabilities under repurchase agreements, securitisations and stock lending agreements or as security deposits 
relating to derivatives. The following table summarises the nature and carrying amount of the assets pledged as security against these liabilities:

2011 
£m

2010 
£m

Trading portfolio assets  86,677  111,703 

Loans and advances  40,613  30,584 

Available for sale investments  19,974  22,941 

Other  2  45 

Assets pledged  147,266 165,273 

As at 31 December 2011, Barclays has an additional £16bn loans and advances with its asset backed funding programmes that can readily be used to 
raise additional secured funding and available to support future issuance.

Collateral held as security for assets
Under certain transactions, including reverse repurchase agreements and stock borrowing transactions, the Group is allowed to resell or repledge the 
collateral held. The fair value at the balance sheet date of collateral accepted and repledged to others was as follows:

2011 
£m

2010 
£m

Fair value of securities accepted as collateral  391,287  422,890 

Of which fair value of securities repledged/transferred to others  341,060  347,557 

The full disclosure as per IFRS7 has been included in collateral and other credit enhancements (page 80).
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Notes to the financial statements
For the year ended 31 December 2011 continued

Other disclosure matters

This section details other disclosure matters, comprising: related party transactions, including 

any subsidiaries, associates, joint ventures, entities under common directorships and key 

management personnel. 

46 Related party transactions and Directors’ remuneration 
a) Related party transactions
Parties are considered to be related if one party has the ability to control the other party or exercise significant influence over the other party in making 
financial or operation decisions, or one other party controls both. The definition includes subsidiaries, associates, joint ventures and the Group’s pension 
schemes, as well as other persons.

Subsidiaries
Transactions between Barclays PLC and subsidiaries also meet the definition of related party transactions. Where these are eliminated on consolidation, 
they are not disclosed in the Group financial statements. Transactions between Barclays PLC and its subsidiary, Barclays Bank PLC are fully disclosed in 
its balance sheet and income statement. A list of the Group’s principal subsidiaries is shown in Note 40.

Associates, joint ventures and other entities
The Group provides banking services to its associates, joint ventures, the Group pension funds (principally the UK Retirement Fund) and to entities 
under common directorships, providing loans, overdrafts, interest and non-interest bearing deposits and current accounts to these entities as well as 
other services. Group companies also provide investment management and custodian services to the Group pension schemes. The Group also 
provides banking services for unit trusts and investment funds managed by Group companies and are not individually material. All of these transactions 
are conducted on the same terms as third-party transactions.

Entities under common directorships
The Group enters into normal commercial relationships with entities for which members of the Group’s Board also serve as Directors. The amounts 
included in the Group’s financial statements relating to such entities that are not publicly listed are shown in the table opposite under Entities under 
common directorships.

Amounts included in the accounts, in aggregate, by category of related party entity are as follows:

Associates
£m

Joint 
ventures 

£m

Entities under
common

directorships
£m

Pension funds,
unit trusts and

investment
fundsa

£m

For the year ended and as at 31 December 2011     

Income (40) 20 1 17

Impairment (2) (6) – – 

Total assets 176 1,529 364 – 

Total liabilities 36 454 112 182 

     

For the year ended and as at 31 December 2010     

Income 19 (15) 10 – 

Impairment (5) (9) – – 

Total assets 135 2,113 45 – 

Total liabilities 28 477 110 142

     

For the year ended and as at 31 December 2009     

Income (57) (55) (64) 6 

Impairment (2) (5) – – 

Total assets 155 2,080 43 – 

Total liabilities 4 503 27 171 

No guarantees, pledges or commitments have been given or received in respect of these transactions in 2011 or 2010. Derivatives transacted on behalf 
of the Pensions Funds, Unit Trusts and Investment Funds were £568.9m (2010: £206.8m)a.

Note
a 2009 and 2010 balances have been revised to include cash collateral, deposit balances and derivatives transacted on behalf of the Pension Funds, Unit Trusts and Investment Funds.
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46 Related party transactions and Directors’ remuneration continued
Key Management Personnel
The Group’s Key Management Personnel, and persons connected with them, are also considered to be related parties for disclosure purposes. Key 
Management Personnel are defined as those persons having authority and responsibility for planning, directing and controlling the activities of Barclays 
PLC (directly or indirectly) and comprise the Directors of Barclays PLC and the Officers of the Group (listed on page 279), certain direct reports of the 
Chief Executive and the heads of major business units.

There were no material related party transactions with Entities under common directorship where a Director or other member of Key Management 
Personnel (or any connected person) is also a Director or other member of Key Management Personnel (or any connected person) of Barclays.

The Group provides banking services to Directors and other Key Management Personnel and persons connected to them. Transactions during the year 
and the balances outstanding at 31 December 2011 were as follows:

2011 
£m

2010 
£m

Loans outstanding at 1 January  4.4  6.6 

Loans issued during the year  0.7  0.5 

Loan repayments during the year (0.7) (2.1)

Loans outstanding at 31 December  4.4  5.0 

No allowances for impairment were recognised in respect of loans to Directors or other members of Key Management Personnel (or any connected 
person). 

2011 
£m

2010 
£m

Deposits outstanding at 1 January 35.0 30.3 

Deposits received during the year 244.1 104.9 

Deposits repaid during the year (240.4) (99.3)

Deposits outstanding at 31 December 38.7 35.9 

Interest expense on deposits 0.1 –

Of the loans outstanding above, £nil (2010: £0.5m) relates to Directors and other Key Management Personnel (and persons connected to them), who 
left the Group during the year. Of the deposits outstanding above, £1.1m (2010: £0.2m) related to Directors and other Key Management Personnel (and 
persons connected to them), who left the Group during the year. The amounts disclosed as at 1 January includes deposits outstanding for those who 
became Directors or Key Management Personnel during the year.

All loans to Directors and other Key Management Personnel (and persons connected to them), (a) were made in the ordinary course of business, (b) 
were made on substantially the same terms, including interest rates and collateral, as those prevailing at the same time for comparable transactions 
with other persons and (c) did not involve more than a normal risk of collectability or present other unfavourable features.

Remuneration of Directors and other Key Management Personnel
Total remuneration awarded to Directors and other Key Management Personnel below represents the awards made to individuals that have been 
approved by the Board Remuneration Committee as part of the latest payround decisions and is consistent with the approach adopted for disclosures 
set out on pages 54 to 65. Costs recognised in the income statement reflect the accounting charge for the year included within operating expenses. 
The difference between the values awarded and the recognised income statement charge principally relates to the recognition of deferred costs for 
prior year awards. Figures are provided for the period that individuals met the definition of Directors and other Key Management Personnel.

2011 
£m

2010 
£m

Salaries 20.9 28.1 

Employer social security costs 9.1 12.4 

Post retirement benefits 0.4 1.0 

Share-based payment awards 33.7 39.3 

Other long-term benefit awards 39.1 41.9 

Costs recognised for accounting purposes 103.2 122.7 

Employer social security costs (9.1) (12.4)

Share-based payments – difference between awards granted and costs recognised (17.7) (20.8)

Other long-term benefit – difference between awards granted and costs recognised (14.2) (9.3)

Total remuneration awarded 62.2 80.2 
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Notes to the financial statements
For the year ended 31 December 2011 continued

46 Related party transactions and Directors’ remuneration continued
b) Disclosure required by the Companies Act 2006
The following information is presented in accordance with the Companies Act 2006:

2011 
£m

2010 
£m

Aggregate emoluments  15.9  15.8 

Amounts paid under long-term incentive schemes  5.8  7.0 

  21.7  22.8 

There were no pension contributions paid to defined contribution schemes on behalf of Directors (2010: £13,588). There were no notional pension 
contributions to defined contribution schemes. 

As at 31 December 2011, there were no Directors accruing benefits under a defined benefit scheme (2010: one Director). 

Directors’ and Officers’ shareholdings and options
The beneficial ownership of ordinary share capital of Barclays PLC by all Directors and Officers of Barclays PLC (involving 22 persons) at 31 December 
2011 amounted 43,978,451 (2010: 29,102,334) ordinary shares of 25p each (0.36% of the ordinary share capital outstanding).

At 31 December 2011 Executive Directors and Officers of Barclays PLC (involving 11 persons) held options to purchase a total of 1,920,575 Barclays PLC 
ordinary shares (2010: 2,961,264) of 25p each at prices ranging from 152p to 470p under Sharesave and ranging from 317p to 506p under the 
Incentive Share Option Plan, respectively.

Advances and credit to Directors and guarantees on behalf of Directors
In accordance with Section 413 of the Companies Act 2006 as at 31 December there were no advances and credits or guarantees in relation to those 
who served as Directors of the Company at any time in the financial year (2010: £nil).
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276 Shareholder information
281 Index
282 Shareholder enquiries

Shareholder information

Graduating from the scheme

Graduates of the scheme will have benefited from the opportunity  
to develop their teamwork, communication and financial skills as well as 
having gained a recognised qualification. Successful graduates have gone 
on to work across the cycling industry in a variety of roles, including on  
the Barclays Cycle Hire scheme in London.

Barclays PLC Annual Report 2011 www.barclays.com/annualreport 275

T
h

e
 strate

g
ic re

p
o

rt
G

o
ve

rn
a

n
ce

R
isk m

a
n

a
g

e
m

e
n

t
F

in
a

n
cia

l review
F

in
a

n
cia

l state
m

e
n

ts
S

h
a

re
h

o
ld

e
r in

fo
rm

atio
n



Shareholder information

Articles of Association
The Company was incorporated in England on 20 July 1896 under the 
Companies Acts 1862 to 1890 as a company limited by shares and was 
reregistered in 1982 as a public limited company under the Companies 
Acts 1948 to 1980. The Company is registered under company number 
48839. The Company was reregistered as Barclays PLC on 1 January 1985.

Under the Companies Act 2006 (Act) a company’s Memorandum of 
Association now need only contain the names of the subscribers and the 
number of shares each subscriber has agreed to take. For companies in 
existence as of 1 October 2009, all other provisions which were contained 
in the company’s Memorandum of Association, including the company’s 
objects, are now deemed to be contained in the company’s articles. The 
Act also states that a company’s objects are unrestricted unless that 
company’s articles provide otherwise. Barclays PLC adopted new Articles 
of Association at its Annual General Meeting (AGM) on 30 April 2010 to 
reflect these changes and as a result, its objects are now unrestricted.

The Company may, by Special Resolution, amend its Articles of Association. 
In addition to the changes referred to above, the Articles of Association 
adopted at the 2010 AGM updated the Articles of Association to reflect the 
implementation of the remaining provisions of the Companies Act 2006. 
The following is a summary of the current Articles of Association (Articles):

Directors
(i) The minimum number of Directors (excluding alternate Directors) is 

five. There is no maximum limit. There is no age limit for Directors.

(ii) Excluding executive remuneration and any other entitlement to 
remuneration for extra services (including service on board 
committees) under the Articles, a Director is entitled to a fee at a rate 
determined by the Board but the aggregate fees paid to all Directors 
shall not exceed £2,000,000 per annum or such higher amount as 
may be approved by an ordinary resolution of the Company. Each 
Director is entitled to reimbursement for all travelling, hotel and other 
expenses properly incurred by him/her in or about the performance 
of his/her duties.

(iii) No Director may act (either himself/herself or through his/her firm) 
as an auditor of the Company. A Director may hold any other office of 
the Company on such terms as the Board shall determine. 

(iv) At each AGM of the Company, one third of the Directors (rounded 
down) are required to retire from office by rotation and may offer 
themselves for re-election. The Directors so retiring are those who 
have been longest in office (and in the case of equality of service 
length are selected by lot). Other than a retiring Director, no person 
shall (unless recommended by the Board) be eligible for election 
unless a member notifies the Company Secretary in advance of his/
her intention to propose a person for election.

(v) The Board has the power to appoint additional Directors or to fill a 
casual vacancy amongst the Directors. Any Director so appointed 
holds office until the next AGM, when he/she may offer himself/
herself for re-election. He/she is not taken into account in 
determining the number of Directors retiring by rotation.

(vi) The Board may appoint any Director to any executive position or 
employment in the Company on such terms as they determine.

(vii) A Director may appoint either another Director or some other person 
approved by the Board to act as his/her alternate with power to 
attend Board meetings and generally to exercise the functions of the 
appointing Director in his/her absence (other than the power to 
appoint an alternate).

(viii) The Board may authorise any matter in relation to which a Director 
has, or can have, a direct interest that conflicts, or possibly may 
conflict with, the Company’s interests. Only Directors who have no 
interest in the matter being considered will be able to authorise the 
relevant matter and they may impose limits or conditions when 
giving authorisation if they think this is appropriate.

(ix) A Director may hold positions with, or be interested in, other 
companies and, subject to legislation applicable to the Company and 
the FSA’s requirements, may contract with the Company or any other 
company in which the Company is interested. A Director may not 
vote or count towards the quorum on any resolution concerning any 
proposal in which he/she (or any person connected with him/her) 
has a material interest (other than by virtue of his/her interest in 
securities of the Company) or if he/she has a duty which conflicts or 
may conflict with the interests of the Company, unless the resolution 
relates to any proposal:

(a) to indemnify a Director or provide him/her with a guarantee or 
security in respect of money lent by him/her to, or any obligation 
incurred by him/her or any other person for the benefit of (or at the 
request of), the Company (or any other member of the Group);

(b) to indemnify or give security or a guarantee to a third party in respect 
of a debt or obligation of the Company (or any other member of the 
Group) for which the Director has personally assumed responsibility;

(c) to obtain insurance for the benefit of Directors;

(d) involving the acquisition by a Director of any securities of the 
Company pursuant to an offer to existing holders of securities or to 
the public;

(e) that the Director underwrite any issue of securities of the Company 
(or any of its subsidiaries);

(f) concerning any other company in which the Director is interested as 
an officer or creditor or shareholder but, broadly, only if he/she 
(together with his/her connected persons) is directly or indirectly 
interested in less than 1% of either any class of the issued equity 
share capital or of the voting rights of that company; and

(g) concerning any other arrangement for the benefit of employees of 
the Company (or any other member of the Group) under which the 
Director benefits or stands to benefit in a similar manner to the 
employees concerned and which does not give the Director any 
advantage which the employees to whom the arrangement relates 
would not receive.

(x) A Director may not vote or be counted in the quorum on any 
resolution which concerns his/her own employment or appointment 
to any office of the Company or any other company in which the 
Company is interested.

(xi) Subject to applicable legislation, the provisions described in 
sub-paragraphs (ix) and (x) may be relaxed or suspended by an 
ordinary resolution of the members of the Company or any 
applicable governmental or other regulatory body.

(xii) A Director is required to hold an interest in ordinary shares having a 
nominal value of at least £500, which currently equates to 2,000 
Ordinary Shares unless restricted from acquiring or holding such 
interest by any applicable law or regulation or any applicable 
governmental or other regulatory body. A Director may act before 
acquiring those shares but must acquire the qualification shares 
within two months from his/her appointment. Where a Director is 
unable to acquire the requisite number of shares within that time 
owing to law, regulation or requirement of any governmental or other 
relevant authority, he/she must acquire the shares as soon as 
reasonably practicable once the restriction(s) end.
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(xiii) The Board may exercise all of the powers of the Company to borrow 
money, to mortgage or charge its undertaking, property and uncalled 
capital and to issue debentures and other securities.

Classes of Shares
The Company only has Ordinary Shares in issue. The Articles also provide 
for sterling preference shares of £100 each, dollar preference shares of 
US$100 each, dollar preference shares of US$0.25 each, euro preference 
shares of €100 each and yen preference shares of ¥10,000 each (together, 
the Preference Shares). In accordance with the authority granted at the 
AGM, Preference Shares may be issued by the Board from time to time in 
one or more series with such rights and subject to such restrictions and 
limitations as the Board may determine. No Preference Shares have been 
issued to date. The Articles contain provisions to the following effect:

(i) Dividends
Subject to the provisions of the Articles and applicable legislation, the 
Company in General Meeting may declare dividends on the Ordinary 
Shares by ordinary resolution, but such dividend may not exceed the 
amount recommended by the Board. The Board may also pay interim or 
final dividends if it appears they are justified by the Company’s financial 
position. 

Each Preference Share confers the right to a non-cumulative preferential 
dividend (Preference Dividend) payable in such currency at such rates 
(whether fixed or calculated by reference to or in accordance with a 
specified procedure or mechanism), on such dates and on such other 
terms as may be determined by the Board prior to allotment thereof.

The Preference Shares rank in regard to payment of dividend in priority to 
the holders of Ordinary Shares and any other class of shares in the 
Company ranking junior to the Preference Shares. 

Dividends may be paid on the Preference Shares if, in the opinion of the 
Board, the Company has sufficient distributable profits, after payment in 
full or the setting aside of a sum to provide for all dividends payable on (or 
in the case of shares carrying a cumulative right to dividends, before) the 
relevant dividend payment date on any class of shares in the Company 
ranking pari passu with or in priority to the relevant series of Preference 
Shares as regards participation in the profits of the Company. 

If the Board considers that the distributable profits of the Company 
available for distribution are insufficient to cover the payment in full of 
Preference Dividends, Preference Dividends shall be paid to the extent of 
the distributable profits on a pro rata basis.

Notwithstanding the above, the Board may, at its absolute discretion, 
determine that any Preference Dividend which would otherwise be 
payable may either not be payable at all or only payable in part.

If any Preference Dividend on a series of Preference Shares is not paid, or is 
only paid in part, for the reasons described above, holders of Preference 
Shares will not have a claim in respect of such non-payment. 

If any dividend on a series of Preference Shares is not paid in full on the 
relevant dividend payment date, a dividend restriction shall apply. The 
dividend restriction means that, subject to certain exceptions, neither the 
Company nor Barclays Bank may (a) pay a dividend on, or (b) redeem, 
purchase, reduce or otherwise acquire, any of their respective ordinary 
shares, other preference shares or other share capital ranking equal or 
junior to the relevant series of Preference Shares until the earlier of such 
time as the Company next pays in full a dividend on the relevant series of 
Preference Shares or the date on which all of the relevant series of 
Preference Shares are redeemed.

All unclaimed dividends payable in respect of any share may be invested or 
otherwise made use of by the Board for the benefit of the Company until 
claimed. If a dividend is not claimed after 12 years of it becoming payable, 
it is forfeited and reverts to the Company.

The Board may (although it currently does not), with the approval of an 
ordinary resolution of the Company, offer shareholders the right to choose 
to receive an allotment of additional fully paid Ordinary Shares instead of 
cash in respect of all or part of any dividend.

(ii) Voting
Every member who is present in person or by proxy or represented at any 
general meeting of the Company, and who is entitled to vote, has one vote 
on a show of hands (when a proxy is appointed by more than one 
member, the proxy will have one vote for and one vote against a resolution 
if he has received instructions to vote for the resolution by one or more 
members and against the resolution by one or more members). On a poll, 
every member who is present or represented and who is entitled to vote 
has one vote for every share held. In the case of joint holders, only the vote 
of the senior holder (as determined by order in the share register) or his 
proxy may be counted. If any sum payable remains unpaid in relation to a 
member’s shareholding, that member is not entitled to vote that share or 
exercise any other right in relation to a meeting of the Company unless the 
Board otherwise determine.

If any member, or any other person appearing to be interested in any of 
the Company’s Ordinary Shares, is served with a notice under Section 793 
of the Act and does not supply the Company with the information 
required in the notice, then the Board, in its absolute discretion, may direct 
that that member shall not be entitled to attend or vote at any meeting of 
the Company. The Board may further direct that if the shares of the 
defaulting member represent 0.25% or more of the issued shares of the 
relevant class, that dividends or other monies payable on those shares 
shall be retained by the Company until the direction ceases to have effect 
and that no transfer of those shares shall be registered (other than certain 
specified ‘excepted transfers’). A direction ceases to have effect seven days 
after the Company has received the information requested, or when the 
Company is notified that an ‘excepted transfer’ of all of the relevant shares 
to a third party has occurred, or as the Board otherwise determines.

(iii) Transfers
Ordinary Shares may be held in either certificated or uncertificated form. 
Certificated Ordinary Shares shall be transferred in writing in any usual or 
other form approved by the Board and executed by or on behalf of the 
transferor. Transfers of uncertificated Ordinary Shares shall be made in 
accordance with the Act and Uncertificated Securities Regulations. 

The Board is not bound to register a transfer of partly paid Ordinary 
Shares, or fully paid shares in exceptional circumstances approved by the 
FSA. The Board may also decline to register an instrument of transfer of 
certificated Ordinary Shares unless it is duly stamped and deposited at the 
prescribed place and accompanied by the share certificate(s) and such 
other evidence as reasonably required by the Board to evidence right to 
transfer, it is in respect of one class of shares only, and it is in favour of not 
more than four transferees (except in the case of executors or trustees of 
a member).

Preference Shares may be represented by share warrants to bearer or be in 
registered form.

Preference Shares represented by share warrants to bearer are transferred 
by delivery of the relevant warrant. Preference Shares in registered form 
shall be transferred in writing in any usual or other form approved by the 
Board and executed by or on behalf of the transferor. The Company’s 
registrar shall register such transfers of Preference Shares in registered 
form by making the appropriate entries in the register of Preference Shares.
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Shareholder information continued

Each Preference Share shall confer, in the event of a winding up or any 
return of capital by reduction of capital (other than, unless otherwise 
provided by their terms of issue, a redemption or purchase by the 
Company of any of its issued shares, or a reduction of share capital), the 
right to receive out of the surplus assets of the Company available for 
distribution amongst the members and in priority to the holders of the 
Ordinary Shares and any other shares in the Company ranking junior to the 
relevant series of Preference Shares and pari passu with any other class of 
Preference Shares, repayment of the amount paid up or treated as paid up 
in respect of the nominal value of the Preference Share together with any 
premium which was paid or treated as paid when the Preference Share was 
issued in addition to an amount equal to accrued and unpaid dividends.

(iv) Redemption and Purchase
Subject to applicable legislation and the rights of the other shareholders, 
any share may be issued on terms that it is, at the option of the Company 
or the holder of such share, redeemable. The Directors are authorised to 
determine the terms, conditions and manner of redemption of any such 
shares under the Articles. While the Company currently has no 
redeemable shares in issue, any series of Preference Shares issued in the 
future will be redeemable, in whole or in part, at the option of the 
Company on a date not less than five years after the date on which such 
series of Preference Shares was first issued. Note that under the 
Companies Act 1985, in addition to obtaining shareholder approval, 
companies required specific enabling provisions in their articles to 
purchase their own shares. Following implementation of the Act, this 
enabling provision is now included in the Act and is therefore no longer 
included in the Articles. Shareholder approval is still required under the Act 
in order to purchase shares.

(v) Calls on capital
The Directors may make calls upon the members in respect of any monies 
unpaid on their shares. A person upon whom a call is made remains liable 
even if the shares in respect of which the call is made have been 
transferred. Interest will be chargeable on any unpaid amount called at a 
rate determined by the Board (of not more than 20% per annum).

If a member fails to pay any call in full (following notice from the Board 
that such failure will result in forfeiture of the relevant shares), such shares 
(including any dividends declared but not paid) may be forfeited by a 
resolution of the Board, and will become the property of the Company. 
Forfeiture shall not absolve a previous member for amounts payable by 
him/her (which may continue to accrue interest).

The Company also has a lien over all partly paid shares of the Company for 
all monies payable or called on that share and over the debts and liabilities 
of a member to the Company. If any monies which are the subject of the 
lien remain unpaid after a notice from the Board demanding payment, the 
Company may sell such shares.

(vi) Variation of Rights
The rights attached to any class of shares may be varied either with the 
consent in writing of the holders of at least 75% in nominal value of the 
issued shares of that class or with the sanction of special resolution 
passed at a separate meeting of the holders of the shares of that class.

The rights of shares shall not (unless expressly provided by the rights 
attached to such shares) be deemed varied by the creation of further 
shares ranking equally with them.

Annual and other general meetings
The Company is required to hold an AGM in addition to such other general 
meetings as the Directors think fit. The type of the meeting will be 
specified in the notice calling it. Under the Companies Act 2006, the AGM 
must be held within six months of the financial year end. A general 
meeting may be convened by the Board on requisition in accordance with 
the applicable legislation.

In the case of an AGM, a minimum of 21 clear days’ notice is required. The 
notice must be in writing and must specify the place, the day and the 
hour of the meeting, and the general nature of the business to be 
transacted. A notice convening a meeting to pass a special resolution shall 
specify the intention to propose the resolution as such. The accidental 
failure to give notice of a general meeting or the non-receipt of such 
notice will not invalidate the proceedings at such meeting.

Subject as noted above, all shareholders are entitled to attend and vote at 
general meetings. The Articles do, however, provide that arrangements 
may be made for simultaneous attendance at a satellite meeting place or, 
if the meeting place is inadequate to accommodate all members and 
proxies entitled to attend, another meeting place may be arranged to 
accommodate such persons other than that specified in the notice of 
meeting, in which case shareholders may be excluded from the principal 
place.

Holders of Preference Shares have no right to receive notice of, attend or 
vote at, any general meetings of the Company as a result of holding 
Preference Shares.

Limitations on foreign shareholders
There are no restrictions imposed by the Articles or (subject to the effect 
of any economic sanctions that may be in force from time to time) by 
current UK laws which relate only to non-residents of the UK and which 
limit the rights of such non-residents to hold or (when entitled to do so) 
vote the Company’s Ordinary Shares.

Notices
A document or information may be sent by the Company in hard copy 
form, electronic form, by being made available on a website, or by another 
means agreed with the recipient, in accordance with the provisions set 
out in the Act. Accordingly, a document or information may only be sent in 
electronic form to a person who has agreed to receive it in that form or, in 
the case of a company, who has been deemed to have so agreed pursuant 
to applicable legislation. A document or information may only be sent by 
being made available on a website if the recipient has agreed to receive it 
in that form or has been deemed to have so agreed pursuant to applicable 
legislation, and has not revoked that agreement.

In respect of joint holdings, documents or information shall be sent to the 
joint holder whose name stands first in the register.

A member who (having no registered address within the UK) has not 
supplied an address in the UK at which documents or information may be 
sent is not entitled to have documents or information sent to him/her.

In addition, the Company may cease to send notices to any member who 
has been sent documents on two consecutive occasions over a period of 
at least 12 months and when each of those documents is returned 
undelivered or notification is received that they have not been delivered.
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Capitalisation of profits
The Company may, by ordinary resolution, upon the recommendation of 
the Board capitalise all or any part of an amount standing to the credit of a 
reserve or fund to be set free for distribution provided that amounts from 
the share premium account, capital redemption reserve or any profits not 
available for distribution should be applied only in paying up unissued 
shares to be allotted to members credited as fully paid and no unrealised 
profits shall be applied in paying up debentures of the Company or any 
amount unpaid on any share in the capital of the Company.

Indemnity
Subject to applicable legislation, every current and former Director or other 
officer of the Company (other than any person engaged by the company 
as auditor) shall be indemnified by the Company against any liability in 
relation to the Company, other than (broadly) any liability to the Company 
or a member of the Group, or any criminal or regulatory fine.

Officers of the Group Date of appointment as officer

Lawrence Dickinson Company Secretary 2002 

Mark Harding Group General Counsel 2003 

Antony Jenkins Chief Executive of Retail and Business 
Banking

2009 

Thomas L. Kalaris Chief Executive of Barclays Wealth 2009 

Robert Le Blanc Chief Risk Officer 2004 

Jerry del Missier Co-Chief Executive of Barclays Capital and 
Co-Chief Executive of Corporate and 
Investment Banking

2009 

Maria Ramos Group Chief Executive, Absa and Chief 
Executive of Barclays Africa

2009 

Rich Ricci Co-Chief Executive of Barclays Capital and 
Co-Chief Executive of Corporate and 
Investment Banking

2009 

Sally Bott Group Human Resources Director 2011 

John Worth Group Financial Controller 2011 

Barclays PLC Annual Report 2011 www.barclays.com/annualreport 279

T
h

e
 strate

g
ic re

p
o

rt
G

o
ve

rn
a

n
ce

R
isk m

a
n

a
g

e
m

e
n

t
F

in
a

n
cia

l review
F

in
a

n
cia

l state
m

e
n

ts
S

h
a

re
h

o
ld

e
r in

fo
rm

atio
n



Index

Accounting

206 developments

204-207 policies
194 presentation

Allowance for impairment
238 notes to the accounts
94 risk management

45 Annual General Meeting

197 Annual Report and Accounts (approval)

Assets
173 by class of business

Auditors
195-196 reports

224 Available for sale investments

Balance Sheet
199 consolidated

Barclaycard
182 business analysis
174 business description

Africa Retail and Business Banking
180-181 business analysis
174 business description

Barclays Capital
184-185 business analysis
174 business description

Barclays Corporate

186-187 business analysis
174 business description

Barclays Wealth
188-189 business analysis
174 business description

Capital adequacy data
130-138 capital management and resources
170 capital ratios

Cash flow statement
201 consolidated

6-7 Chief Executive’s review

18-19 Citizenship

250 Competition and regulatory matters

83-85 Concentrations of credit risk

247-248 Contingent liabilities and commitments

Corporate governance
32-45 corporate governance report
34 attendance at board meetings

79-120 Credit risk

206 Critical accounting estimates and judgements

205 Currency of presentation

128 Currency risk

Derivatives and other financial instruments
107-108 credit risk
220-223 notes to the accounts

Directors and officers
50-52 biographies
54-65 emoluments
62-63 interests
272-274 notes to the accounts

46-49 Directors’ report

217 Dividends

217 Earnings per share

136 Economic capital

Employees
53 diversity and inclusion

53 involvement

12-13 Executive management structure

225-237 Fair value of financial instruments

219-220 Financial assets designated at fair value

2 Financial and operating highlights

224 Financial liabilities designated at fair value

159-191 Financial review

Europe Retail and Business Banking
178-179 business analysis
174 business description

Retail and Business Banking
176-183 business analysis

 Glossary, refer to www.barclays.com/
annualreport

242-243 Goodwill

4-5 Group Chairman’s statement

Head Office Functions and Other Operations
191 business analysis
174 business description

Impairment charges
210-211 notes to the accounts
86 risk management

Income statement
197 consolidated

242-243 Intangible assets

124-125 Interest rate risk

268 Investment in associates and joint ventures

Investment Management
190 business analysis
174 business description

20-21, 160-163 Key performance indicators

238-239 Leasing

248-249 Legal proceedings
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Liabilities
139-150 Liquidity risk

238 Loans and advances to banks

238 Loans and advances to customers

121-129 Market risk

276-279 Memorandum and Articles of Association

255-256 Non-controlling interests

Net fee and commission income
209 notes to the accounts
166 summary

Net interest income
208 notes to the accounts
166 summary

269-271 Off-balance sheet arrangements

Operating expenses
211-212 administration and general expenses
167 staff costs
167 summary

Ordinary shares, share premiums, and other equity
254 Called-up

202-203 Parent Company accounts (Barclays PLC) 

Pensions
59 Directors
261-265 notes to the accounts

95 Potential credit risk loans

194 Presentation of information

240-241 Property, plant and equipment

246-247 Provisions

272-274 Related party transactions

54-65 Remuneration report

255 Reserves

173-191 Results by business

74-78 Risk factors

Risk Management
68-73 Barclays approach to risk management
74-78 principal risks
79-120 credit risk
121-129 market risk
130-138 funding risk – capital
139-150 funding risk – liquidity
151-153 operational risk
154-158 supervision and regulation

134 Risk weighted assets

239 Reverse repurchase and repurchase 
agreements including other similar 
lending and borrowing

268-269 Securitisation

Segmental reporting
173 by class of business
174 by geographical segments

258-260 Share based payments

275 Shareholder information

Statement of comprehensive income
198 consolidated

251-254 subordinated liabilities

Tax
257 bank payroll tax
169 tax contribution
78 tax risk
213-216 notes to accounts
213 UK bank levy

171 Total assets

219 Trading portfolio

UK Retail and Business Banking
176-177 business analysis
174 business description
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Shareholder enquiries

Director, Investor Relations
Barclays PLC
1 Churchill Place
London
E14 5HP
 
or, in the United States of America:

The Corporate Communications Department
Barclays Bank PLC
745 Seventh Avenue
New York, NY 10019, USA

Registered and Head Office
1 Churchill Place
London
E14 5HP
Tel: +44 (0) 20 7116 1000

Registrar
The Registrar to Barclays
Aspect House
Spencer Road
Lancing
West Sussex
BN99 6DA
Tel: 0871 384 2055
or +44 (0) 121 415 7004 (from overseas)
Email: questions@share-registers.co.uk

ADR Depositary
JP Morgan Chase Bank, N.A.
PO Box 64504
St. Paul
MN 55164-0504
USA
Tel: 1-800-990-1135 (toll-free for US domestic callers)
or +1 651 453 2128
Email: jpmorgan.adr@wellsfargo.com
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Investors who have any questions about their 

investment in Barclays, or about Barclays in 

general, may write to the Director, Investor 

Relations at our Head office as follows:
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Alternative formats

Shareholder documentation can be provided 

in large print, audio or Braille free of charge 

by calling the Barclays Shareholder Helpline. 

0871 384 2055* (in the UK)

+44 121 415 7004 (from overseas)

Audio versions of the Annual Review will also be available at the AGM.

Shareholder information
Your Barclays shareholding

Barclays e-view

You do not have to receive paper shareholder documentation from us. 
An increasing number of shareholders receive their Barclays 
communications electronically and are discovering the convenience of using 
the internet and email to find out about their shareholding and Barclays.

Barclays e-view is an easy and convenient way to:
 – access your Barclays shareholding details and check share sales, 

purchases or transfers;
 – receive important shareholder information directly to your inbox;
 – view dividend information, including electronic tax vouchers;
 – change your address and bank details online;
 – see shareholder documents such as the Annual Review, Annual Report 

or Results Announcements online; and
 – register your voting instructions for General Meetings.

Why not log on to Barclays e-view and see the benefits for yourself 
in 3 easy steps?

3 step guide to Barclays e-view

Step 1 Go to www.eviewsignup.co.uk

Step 2 Register for electronic communications by following the 
instructions onscreen

Step 3 You will be sent a secure access number in the post the next 
working day

Your dividends

It is our policy to pay cash dividends on a quarterly basis. There will be 
three equal quarterly payments in June, September and December and a 
final variable payment in March each year.

Receiving your dividends
A majority of shareholders mandate their dividends to their bank or 
building society account. It is safer, quicker and easier for your dividends to 
be paid directly to you. You may be charged if you lose your dividend 
cheque and we have to reissue it to you. If you haven’t already arranged to 
mandate your dividend and hold 2,500 shares or less, phone the Barclays 
Shareholder Helpline. For your security, if you hold more than 2,500 
shares, you will need to write to The Registrar or you can download a form 
online at www.barclays.com/investorrelations

Key dates

Barclays goes to great lengths to keep to the dates published here but 
please note that all future dates are provisional and subject to change.

16 March 2012 2011 Final dividend payment date

27 April 2012 Barclays 2012 Annual General Meeting

8 June 2012 2012 First interim dividend payment date

7 September 2012 2012 Second interim dividend payment date

7 December 2012 2012 Third interim dividend payment date

* Calls to this number are charged at 8p per minute if using a BT landline.  
Call charges may vary if using other telephone providers. Lines are open from 8.30am 
to 5.30pm, Monday to Friday.

1

2

3

How Barclays shareholders receive their dividends

1 Bank mandate 54

2 Cheque 32

3 Dividend Re-investment Plan (DRIP) 14

%
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