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Accounting policies

Summary of significant
accounting policies

a Accounting convention

The accounts have been prepared under the historical cost
convention, as modified by the revaluation of certain assets
held for dealing purposes, assets held in the long-term
assurance business and the investment in Barclays Bank PLC
in the balance sheet of Barclays PLC. They are prepared in
accordance with applicable accounting standards of the
Accounting Standards Board (ASB) and pronouncements of
its Urgent Issues Task Force (UITF) and with the Statements
of Recommended Accounting Practice (SORPS) issued by
the British Bankers’ Association (BBA).

Changes to the accounting policies described in the 2000
Annual report are set out on page 110.

b Consolidation and format

The consolidated accounts have been prepared in compliance
with Sections 230, 255, 255A and 255B of, and Schedule 9 to,
the Companies Act 1985 (the Act). The profit and loss
account and balance sheet of Barclays PLC have been prepared
in compliance with Section 226 of, and Schedule 4 to, the Act.

The consolidated accounts include the accounts of

Barclays PLC and its subsidiary undertakings made up to
31st December. Entities that do not qualify as subsidiaries
but which give rise to benefits that are in substance no
different from those that would arise were the entity a
subsidiary are included in the consolidated accounts. Details
of the principal subsidiary undertakings are given in note 44.
In order to reflect the different nature of the shareholders’
and policyholders’ interests in the retail long-term assurance
business, the value of the long-term assurance business
attributable to shareholders is included in Other Assets

and the assets and liabilities attributable to policyholders
are classified under separate headings in the consolidated
balance sheet.

As the consolidated accounts include partnerships where
a Group member is a partner, advantage has been taken

of the exemption given by Regulation 7 of the Partnerships
and Unlimited Companies (Accounts) Regulations 1993
with regard to the preparation and filing of individual
partnership accounts.

¢ Shares in subsidiary undertakings

Barclays PLC’s investment in Barclays Bank PLC together with
Barclays Bank PLC’s investments in subsidiary undertakings
are stated at the amount of the underlying net asset, including
attributable goodwill. Changes in the value of the net assets
are accounted for as movements in the revaluation reserve.

d Interests in associated undertakings and joint ventures
An associated undertaking generally is one in which the
Group’s interest is more than 20% and no more than 50% and
where the Group exercises a significant influence over the
entity’s operating and financial policies. A joint venture is one
where the Group holds an interest on a long-term basis and
which is jointly controlled by the Group and one or more other
venturer. The profit and loss account includes income from
interests in associated undertakings and joint ventures based
on accounts made up to dates not earlier than 3 months
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before the balance sheet date. Interests in associated
undertakings and joint ventures are included in the consolidated
balance sheet at the Group’s share of the book value of the
net assets of the undertakings concerned plus unamortised
goodwill arising on the acquisition of the interest.

e Goodwill

Goodwill may arise on the acquisition of subsidiary and
associated undertakings and joint ventures. It represents
the excess of cost over fair value of the Group’s share of net
assets acquired.

In accordance with Financial Reporting Standard (FRS) 10,
goodwill is capitalised as an intangible asset and amortised
through the profit and loss account over its expected useful
economic life. For acquisitions prior to 1st January 1998,

the Group accounting policy had been to write off goodwiill
directly to reserves. The transitional arrangements of FRS 10
allow this goodwill to remain eliminated. In the event of a
subsequent disposal, any goodwill previously charged directly
against reserves prior to FRS 10 will be written back and
reflected in the profit and loss account.

The useful economic life of the goodwill is determined at the
time of the acquisition giving rise to it by considering the
nature of the acquired business, the economic environment
in which it operates and period of time over which the value
of the business is expected to exceed the values of the
identifiable net assets. For acquisitions in more volatile
economic environments, such as emerging markets, goodwill
is generally considered to have useful economic life of 5 years.
For all other acquisitions, goodwill is generally expected to
have a useful economic life of 20 years. In all cases, goodwill
is amortised over its useful economic life and is subject to
regular review as set out in policy k.

For the purpose of calculating goodwill, fair values of acquired
assets and liabilities are determined by reference to market
values, where available, or by reference to the current price at
which similar assets could be acquired or similar obligations
entered into, or by discounting expected future cash flows to
present value. This discounting is performed using either
market rates or by using risk free rates and risk adjusted
expected future cash flows.

f Foreign currencies

Assets and liabilities in foreign currencies are translated into
sterling at rates of exchange ruling on the balance sheet
date. Overseas profits and losses are translated into sterling
at average rates of exchange for the year. Profits arising in
areas experiencing hyper-inflation are adjusted to recognise
its effect on the worth of the working capital employed.
Exchange differences arising from the application of closing
rates of exchange to the opening net assets held overseas,
to the retranslation of the result for the year from the average
rate to the closing rate and to related foreign currency
borrowings are taken directly to reserves. All other exchange
profits and losses, which arise from normal trading activities,
are included in the profit and loss account.

g Shareholders’ interest in the retail long-term assurance fund
The value of the shareholders interest in the Group’s retail
long-term assurance business represents an estimate of the
net present value of the profits inherent in the in-force
policies, based on the advice of qualified actuaries, together
with the surplus retained within the long-term assurance
funds. This value is calculated after tax. Changes in the value
placed on the long-term assurance business attributable to
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shareholders are included in the profit and loss account.

For the purpose of presentation, the change in value is
grossed up at the effective rate of corporation tax except for
pure tax benefits. In estimating the net present value of the
profits inherent in the in-force policies, the calculations use
assumed economic parameters (future investment returns,
expense inflation and risk discount rate), taxation, mortality,
persistency, expenses and the required levels of regulatory
and solvency capital. Each of these assumptions is reviewed
annually. The returns on fixed interest investments are set to
market yields at the period end. The returns on UK and
overseas equities and property are set relative to fixed interest
returns plus a margin to reflect the additional return expected
on these investments. The expense inflation assumption
reflects long-term expectations of both earnings and retail
price inflation. The risk discount rate is set to market yields
on Government securities plus a margin to allow for the risks
borne. The mortality, persistency and expense assumptions
are chosen to represent best estimates of future experience
and are based on current business experience. No credit

is taken for favourable changes in experience unless it is
reasonably certain to be delivered. The projected tax charges
and the required levels of regulatory and solvency capital are
based on current legislation.

h Revenue recognition

Interest income is recognised in the profit and loss account as
it accrues, with the exception of interest on non-performing
loans as set out in accounting policy | below.

Fee income relating to loans and advances is recognised in
the profit and loss account to match the cost of providing a
continuing service, together with a reasonable profit margin.
Where a fee is charged in lieu of interest, it is recognised in
the profit and loss account as interest receivable on a level
yield basis over the life of the advance. Fees and commissions
receivable in respect of all other services provided are
recognised in the profit and loss account when the related
services are performed and when considered recoverable.

Income arises from the margins which are achieved through
market-making and customer business and from changes in
market value caused by movements in interest and exchange
rates, equity prices and other market variables. On- and
off-balance sheet trading positions are valued on a mark to
market basis. The resulting income is included in dealing
profits along with interest and dividends arising from long and
short positions and funding costs relating to trading activities.

i Lending related fees and commissions payable

and incentives

Fees and commissions payable to introducers in respect of
obtaining certain lending business, where this is the primary
form of distribution, are charged to the profit and loss account
as fees and commissions payable, over the anticipated life of
the loans.

The costs of mortgage incentives, which comprise cashbacks
and interest discounts, are charged to the profit and loss
account as a reduction to interest receivable as incurred.

The amount of a fee payable by a borrower in respect of high
loan to value UK residential secured loans representing an
insurance premium is deferred and included in accruals and
deferred income in the Group balance sheet. Following regular
reviews of the amount of deferred income required to cover
anticipated losses in respect of this lending, deferred income
is released to the profit and loss account on an annual basis.

j Depreciation
Tangible fixed assets are depreciated on a straight-line basis
over their useful economic lives at the following annual rates:

Freehold buildings and long-leasehold property
(more than 50 years to run)
Leasehold property

(less than 50 years to run)

Costs of adaptation of freehold and

2%
over the remaining
life of the lease

leasehold property* 10%
Equipment installed in freehold and

leasehold property* 10%
Computers and similar equipment 20%-33%
Fixtures and fittings and other equipment 20%

* Where a leasehold has a remaining useful life of less than
10 years, costs of adaptation and installed equipment are
depreciated over the remaining life of the lease.

The Group selects its depreciation rates carefully and reviews
them regularly to take account of any changes in circumstances.
When setting useful economic lives, the principal factors

the Group takes into account are the expected rate of
technological developments, expected market requirements
for the equipment and the intensity at which the assets are
expected to be used.

No depreciation is provided on freehold land.

k Impairment

Tangible fixed assets and goodwill are subject to impairment
review in accordance with FRS 11 if there are events or
changes in circumstances that indicate that the carrying
amount of the fixed asset or goodwill may not be fully
recoverable. The impairment review comprises a comparison
of the carrying amount of the fixed asset or goodwill with its
recoverable amount, which is the higher of net realisable value
and value in use. Net realisable value is calculated by reference
to the amount at which the asset could be disposed of.
Value in use is calculated by discounting the expected future
cash flows obtainable as a result of the assets continued use,
including those resulting from its ultimate disposal, at a
market based discount rate on a pre-tax basis. The carrying
values of fixed assets and goodwill are written down by the
amount of any impairment and this loss is recognised in

the profit and loss account in the period in which it occurs.
If the occurrence of an external event gives rise to a reversal
of an impairment loss, the reversal is recognised in the profit
and loss account and by increasing the carrying amount of
the fixed asset or goodwill in the period in which it occurs.
The carrying amount of the fixed asset or goodwill will only
be increased up to the amount that it would have been had
the original impairment not occurred. For the purpose of
conducting impairment reviews, income generating units
are identified as groups of assets, liabilities and associated
goodwill that generates income that is largely independent
of other income streams. The assets and liabilities include
those directly involved in generating the income and an
appropriate proportion of those used to generate more than
one income stream.
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| Bad and doubtful debts

Specific provisions are raised when the Group considers that
the credit-worthiness of a borrower has deteriorated such that
the recovery of the whole or part of an outstanding advance is
in serious doubt. Typically, this is done on an individual basis,
although scope exists within the retail businesses, where the
portfolio comprises homogeneous assets and where statistical
techniques are appropriate, to raise specific provisions on a
portfolio basis.

General provisions are raised to cover losses which are judged
to be present in loans and advances at the balance sheet
date, but which have not been specifically identified as such.
These provisions are adjusted at least half yearly by an
appropriate charge or release of general provision based on a
statistical analysis. The accuracy of this analysis is periodically
assessed against actual losses. Gradings are used to rate the
credit quality of borrowers. Each grade corresponds to an
Expected Default Frequency and is calculated by using manual
or computer driven score-sheets validated by an analysis of
the Group’s own historic data. This grade can be derived from
different sources depending upon the borrower (e.g. internal
model, credit rating agency). The general provision also takes
into account the economic climate in the market in which the
Group operates and the level of security held in relation to
each category of counterparty. The general provision includes
a specifically identified element to cover country transfer

risk calculated on a basis consistent with the overall general
provision calculation. General provisions are created with
respect to the recoverability of assets arising from off-balance
sheet exposures in a manner consistent with the general
provisioning methodology.

The aggregate specific and general provisions which are

made during the year, less amounts released and recoveries of
bad debts previously written off, are charged against operating
profit and are deducted from loans and advances. Impaired
lendings are written off against the balance sheet asset and
provision in part, or in whole, when the extent of the loss
incurred has been confirmed.

If the collection of interest is doubtful, it is credited to a
suspense account and excluded from interest income in the
profit and loss account. Although it continues to be charged
to the customers’ account, the suspense account in the balance
sheet is netted against the relevant loan. If the collection

of interest is considered to be remote, interest is no longer
applied and suspended interest is written off. Loans on which
interest is suspended are not reclassified as accruing interest
until interest and principal payments are up-to-date and
future payments are reasonably assured.

Assets acquired in exchange for advances in order to achieve
an orderly realisation continue to be reported as advances.
The asset acquired is recorded at the carrying value of the
original advance updated as at the date of the exchange.
Any subsequent impairment is accounted for as a specific
provision.

m Debt securities and equity shares

Investment securities are debt securities and equity shares
intended for use on a continuing basis by the Group and identified
as such. Investment securities are stated at cost less any provision
for impairment. The cost of dated investment securities is
adjusted for the amortisation of premiums or discounts on
purchase over the period to redemption. The amortisation of
premiums and discounts is included in Interest receivable.
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Other debt securities and equity shares are stated at market
value and profits and losses arising from this revaluation are
taken directly to the profit and loss account through dealing
profits. Listed securities are valued based on mid-market
prices and unlisted securities are valued based on the
Directors’ estimate, which takes into consideration discounted
cash flows, price earnings ratios and other valuation
techniques.

In the case of private equity investments, listed and unlisted
investments are stated at the lower of cost less any provision
for permanent diminution in value.

Investment and other securities may be lent or sold subject to
a commitment to repurchase them. Securities lent or sold are
retained on the balance sheet where substantially all the risks
and rewards of ownership remain with the Group. Similarly,
securities purchased subject to a commitment to resell are
treated as collateralised lending transactions where the Group
does not acquire the risks and rewards of ownership.

n Pensions and other post-retirement benefits

The Group provides pension plans for employees in most parts
of the world. Arrangements for staff retirement benefits in
overseas locations vary from country to country and are made
in accordance with local regulations and customs. For defined
contribution schemes, the pension cost recognised in the
profit and loss account represents the contributions payable
to the scheme. The majority of UK staff are members of

The Barclays Bank UK Retirement Fund (the UK Fund) which
comprises a funded defined benefit scheme and a money
purchase scheme for new joiners since July 1997. Staff do not
make contributions for basic pensions. Other UK staff are
covered by broadly comparable schemes and are accounted
for on comparable basis. The assets of the UK Fund are held
separately from the assets of the Group and are administered
by a trustee. The pension cost is assessed in accordance with
the advice of a qualified actuary, using the projected unit
method. Variations from the regular cost are allocated over
the expected average service lives of current employees.
Provisions for pensions arise when the profit and loss account
charge exceeds the contribution to the scheme as a result of
actuarial valuations. These provisions will be eliminated over
the estimated service lives of the employees. The basis of
estimation is set out in note 5 on page 120. The Group also
provides post-retirement health care to certain staff and
pensioners in the UK and US, the cost of which has been
accrued on a similar basis. Provisions for post retirement
benefits are raised to cover the expected cost of providing
the benefits.

0 Finance leases

Assets leased to customers under agreements which transfer
substantially all the risks and rewards of ownership, other
than legal title, are classified as finance leases. Finance lease
receivables are included in loans and advances to customers.
Gross earnings under finance leases are allocated to
accounting periods in such a way as to give a constant
periodic rate of return on the net cash investment. Finance
lease receivables are stated at the cost of the equipment,
including gross earnings to date, less rentals received to date.

p Deferred tax

Deferred tax is provided using the liability method on timing
differences between the accounting and tax treatment of income
and expense where it is considered probable that a liability

to tax will crystallise. The provision is calculated using the rates
expected to be applicable when the liability crystallises.



Consolidated accounts Barclays PLC
Accounting policies

g Non-credit risk provisions

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.

When a leasehold property ceases to be used in the business,
provision is made where the unavoidable costs of the future
obligations relating to the lease are expected to exceed
anticipated income. The provision is discounted using market
rates to reflect the long-term nature of the cashflows.

When the Group has a detailed formal plan for restructuring

a business and has raised valid expectations in those affected

by the restructuring by starting to implement the plan or
announcing its main features, provision is made for the
anticipated cost of the restructuring, including redundancy costs.
The provision raised is normally utilised within twelve months.

Contingent liabilities are possible obligations whose existence
will be confirmed only by uncertain future events or present
obligations where the transfer of economic benefit is uncertain
or cannot be reliably measured. Contingent liabilities are not
recognised but are disclosed unless they are remote.

r Derivatives

Derivatives are used to hedge interest, exchange rate and
equity exposures related to non-trading positions. Instruments
used for hedging purposes include swaps, equity derivatives,
forward rate agreements, futures, options and combinations of
these instruments. In addition, the use of derivatives and their
sale to customers as risk management products is an integral
part of the Group’s trading activities. Derivatives entered into
for trading purposes include swaps, forward rate agreements,
futures, options and combinations of these instruments.

Derivatives used for asset and liability management purposes
Derivatives used for hedging purposes are measured on an
accruals basis consistent with the assets, liabilities, positions
or future cash flows being hedged. The gains and losses on
these instruments (arising from changes in fair value) are not
recognised in the profit and loss account immediately as they
arise. Instead, they are either not recognised in the balance
sheet or are recognised and carried forward. When the hedged
transaction occurs, the gain or loss is recognised in the profit
and loss account at the same time as the hedged item.

The criteria required for a derivative instrument to be
classified as a designated hedge are that:

i) the transaction must be reasonably expected to match or
eliminate a significant proportion of the risk inherent in the
assets, liabilities, other positions or cash flows being hedged
and which results from potential movements in market rates
and credit risk; and

ii) adequate evidence of the intention to hedge and linkage
with the underlying risk inherent in the assets, liabilities, other
positions or cash flows being hedged, must be established at
the outset of the transaction.

Designated hedges are reviewed for effectiveness by regular
tests to determine that the hedge is closely negatively
correlated to the designated hedged position in each and
every identified time bucket in the maturity profile.

Profits and losses on interest rate swaps and options entered
into for hedging purposes are measured on an accrual

accounting basis, included in the related category of income
and expense and reported as part of the yield on the
hedged transaction. Amounts paid or received over the life
of futures contracts are deferred until the contract is closed;
accumulated deferred amounts on futures contracts and
settlement amounts paid or received on forward contracts
are accounted for as elements of the carrying value of the
associated instrument, affecting the resulting yield.

A premium paid or received in respect of a credit derivative
hedging an asset or liability is amortised over the life of the
protection purchased or sold against either interest payable or
interest receivable. Where a credit event occurs which triggers
a recovery under the credit derivative then the recovery will
be offset against the profit and loss charge on the underlying
asset or liability.

Foreign exchange contracts which qualify as hedges of
foreign currency exposures, including positions relating to
investments the Group makes outside the UK, are retranslated
at the closing rate with any forward premium or discount
recognised over the life of the contract in net interest income.

Profits and losses related to qualifying hedges, including
foreign exchange contracts, of firm commitments and
probable anticipated transactions are deferred and recognised
in income or as adjustments to carrying amounts when the
hedged transactions occur.

Hedging transactions that are superseded or cease to be
effective are measured at fair value. Any profit or loss on
these transactions, together with any profit or loss arising on
hedging transactions that are terminated prior to the end of
the life of the asset, are deferred and amortised into interest
income or expense over the remaining life of the item
previously being hedged.

When the underlying asset, liability position or cash flow

is terminated prior to the hedging transaction, or an
anticipated transaction is no longer likely to occur, the
hedging transaction is measured on the fair value accounting
basis, as described in the section on derivatives used for
trading purposes below, prior to being transferred to the
trading portfolio. The profit or loss arising from the fair value
measurement prior to the transfer to the trading portfolio is
included in the category of income or expense relating to the
previously hedged transaction.

Derivatives used for trading purposes

Derivatives entered into as trading transactions, together
with any associated hedging thereof, are measured at fair
value and the resultant profits and losses are included in
dealing profits, along with interest and dividends arising from
long and short positions and funding costs relating to trading
activities. Assets and liabilities resulting from gains or losses
on derivative and foreign exchange contracts are reported
gross in other assets or liabilities, reduced by the effects of
qualifying netting agreements with counterparties.

The fair value of derivatives is determined by calculating the
expected cash flows under the terms of each specific contract,
discounted back to a present value. The expected cash flows,
for each contract is determined either directly through by
reference to actual cash flows implicit in observable market
prices or through modelling cash flows using appropriate
financial-markets pricing models. The effect of discounting
expected cash flows back to present value is achieved by
constructing discount curves derived from the market price
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of the most appropriate observable interest rate products
such as deposits, interest rate futures and swaps. In addition,
the Group maintains fair value adjustments reflecting the cost
of credit risk (where this is not embedded in the fair value),
hedging costs not captured in pricing models, future
administration costs associated with ongoing operational
support of products as well as adjustments to reflect the cost
of exiting illiquid or other significant positions.

s Collateral and netting

The Group enters into master agreements with counterparties
whenever possible and, when appropriate, obtains collateral.
Master agreements provide that, if an event of default occurs,
all outstanding transactions with the counterparty will fall due
and all amounts outstanding will be settled on a net basis.

Where the amounts owed by both the Group and the
counterparty are determinable and in freely convertible
currencies, and where the Group has the ability to insist on net
settlement which is assured beyond doubt, and is based on a
legal right under the netting agreement that would survive the
insolvency of the counterparty, transactions with positive fair
values are netted against transactions with negative fair values.

The Group obtains collateral in respect of customer liabilities
where this is considered appropriate. The collateral normally
takes the form of a lien over the customer’s assets and

gives the Group a claim on these assets for both existing

and future liabilities.

The Group also receives collateral in the form of cash or
securities in respect of other credit instruments, such as stock
borrowing contracts, and derivative contracts in order to
reduce credit risk. Collateral received in the form of securities
is not recorded on the balance sheet. Collateral received in
the form of cash is recorded on the balance sheet with a
corresponding liability or asset. These items are assigned to
deposits received from bank or other counterparties in the
case of cash collateral received and to loans and advances to
banks or customers in the case of cash collateral paid away.
Any interest payable or receivable arising is recorded as
interest payable or interest income respectively.

t Credit related instruments

The Group treats credit related instruments (other than credit
derivatives) as contingent liabilities and these are not shown
on the balance sheet unless and until the Group is called

upon to make a payment under the instrument. Assets arising
from payments to a third party where the Group is awaiting
reimbursement from the customer are shown on the balance
sheet where reimbursement is considered to be virtually
certain. Fees received for providing these instruments are
taken to profit over the life of the instrument and reflected in
fees and commissions receivable.

u Sale and repurchase agreements (including stock
borrowing and lending)

The Group enters into sale and repurchase agreements,
including stock lending arrangements (repos), and

purchase and resale agreements, including stock borrowing
arrangements (reverse repos). Under a repo (sale and
repurchase agreement) an asset is sold (or lent) to a
counterparty with a commitment to repurchase (or return)
the assets at a future date at an agreed price. A reverse repo
is the same transaction from the opposite viewpoint. The cash
legs of these transactions are included within loans and
advances to banks, loans and advances to customers, deposits

110 Barclays PLC Annual Report 2001

by banks and customer accounts. The Group aims to earn net
income and dealing profits from these activities, as well as
funding its own holdings of securities. The difference between
sale and repurchase and purchase and resale prices for such
transactions, including dividends received where appropriate,
is charged or credited to the profit and loss account over the
life of the relevant transactions.

v Securitisation transactions

Certain Group undertakings have issued debt securities or
have entered into funding arrangements with lenders in

order to finance specific loans and advances to customers.

In accordance with FRS 5, these balances are either accounted
for on the basis of linked presentation or through separate
recognition of the gross assets and related funding.

w Capital instruments

Debt securities in issue and similar securities are stated at

the net issue proceeds adjusted for amortisation of premiums,
discounts and expenses related to their issue where the
liability is a fixed amount. Where the liability fluctuates, based
on for example the performance of an index then the debt
security reflects the current value of the liability.

Loan capital in issue is stated at the net issue proceeds
adjusted for amortisation of premiums, discounts and expenses
related to their issue. Amortisation is calculated in order to
achieve a constant yield across the life of the instrument.

Changes in accounting policy

There have been no significant changes in the Group’s
accounting policies following the adoption in 2001 of FRS 18
‘Accounting Policies’ or other significant changes to the
accounting policies as described in the 2000 Annual report.

Future UK accounting developments

FRS 19 ‘Deferred Tax’ and FRS 17 ‘Retirement Benefits’ will be
fully effective for the years ending 31st December 2002 and
2003 respectively. The disclosures required by FRS 17 in 2001,
which give an indication of its possible impact on the financial
statements when it is fully implemented, are set out in note 62
on page 166. FRS 19 requires deferred tax to be recognised on
most types of timing differences. Implementing the standard
will require a change in accounting policy since the Group
currently provides deferred tax on timing differences where it
is considered probable that a liability to tax will crystallise.

The amount of deferred tax that is currently not provided that
may be provided on implementing FRS 19 is set out in note 33
on page 137. In addition, deferred tax assets on provisions for
bad and doubtful debts that are currently not recognised will
be recognised so that the overall impact on the profit and loss
account is not expected to be significant.

UITF abstract 33, ‘Obligations in capital instruments’ was
issued on 14th February 2002 and first applies to accounting
periods ending on or after 23rd March 2002.

The European Commission is expected to issue a Regulation

in 2002 requiring all listed companies to adopt International
Accounting Standards in their consolidated financial
statements by 2005. The Group is considering the implications
of such a requirement and would expect to first prepare
financial statements in accordance with International
Accounting Standards and International Financial Reporting
Standards issued by the International Accounting Standards
Board for the year ended 31st December 2005.
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US GAAP

Significant differences exist between accounting principles
generally accepted in the UK and those generally accepted
in the United States, and the effect on attributable profit and
shareholders’ funds of Barclays PLC is set out in note 63.

Accounting presentation

Changes in accounting presentation

Barclays Capital operating profit now includes internal fees
received from management of Group capital in relation to
structured capital market activities.

Operating profit for business groups includes allocations of
notional interest based on economic capital. For geographic
analysis of the profit before tax, earnings on capital were
allocated on the basis of the geographic location of capital.
Previously earnings on capital were allocated on the basis of
regulatory capital.

Credit risk and country risk provisions for bad and doubtful
debts are reported in total having previously been shown
separately. Country risk provisions are now included in the
coverage ratios for potential credit risk lendings.

Credit derivatives are now reported separately having
previously been incorporated within the interest rate category.

Following the strategic alliance with Legal & General, costs
relating to the regulated salesforce and field sales managers
have been included in staff costs and their headcount included
in Group staff numbers with effect from 1st August 2001.
Prior to that date these costs were borne within the long term

assurance fund and their headcount excluded from Group staff

numbers. Costs have increased by £31m in 2001 as a result of
this change.

There have been no other changes in accounting presentation
from that reflected in the 2000 Annual Report.

Nature of business

Barclays is a UK-based financial services group engaged
primarily in banking, investment banking and asset
management. In terms of assets employed, Barclays is one
of the largest financial services groups in the UK. The Group
also operates in many other countries around the world
and is a leading provider of co-ordinated global services to
multinational corporations and financial institutions in the
world’s main financial centres.

Analyses by geographical segments and classes of business
The analyses by geographical segment are generally based
on the location of the office recording the transaction.

In note 61, the global swaps business is included within the
UK segment. Foreign UK-based comprises activities in the UK
with overseas customers, including sovereign lendings, and
the main foreign exchange trading business arising in the UK.
Of the £25.0bn of assets reported under this heading in 2001,
it is estimated that £15.6bn relates to customers domiciled

in Other European Union countries and £3.8bn relates to
customers domiciled in the United States. UK includes
business transacted through the Channel Islands and Isle of
Man. United States includes business conducted through the
Bahamas and the Cayman Islands. The worldwide activities

of Barclays are highly integrated and, accordingly, it is not
possible to present geographical segment information without

making internal allocations, some of which are necessarily
subjective. Note 61 to the accounts also presents an analysis
of the results by classes of business based on the business
groupings described on pages 30 to 33. Total assets and total
revenues are stated after elimination of intra-group assets and
revenues. Intra-group transactions are undertaken on normal
commercial terms. In 2001, 2000, and 1999 only the UK
accounted for more than 10% of the total profit before tax or
total gross income and at 31st December 2001, 2000, and
1999 only the UK and the United States accounted for more
than 10% of the total assets.

Acquisitions

On 1st August 2001, the Group acquired an additional 49.9%
of the equity capital of Banco Barclays e Galicia SA.

The previous associated undertaking was consolidated from
1st January 2001, the date management control passed to the
Group.

Disposals

Significant disposals of interest in subsidiary and associated
undertakings or business operations in 2001 were the sale of
the Greek branches of the Bank in February 2001 and the sale
of Banque Woolwich SA in December 2001. The effect of these
disposals on the profit for the year is reflected in note 10 to
the accounts.
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Consolidated profit and loss account
For the year ended 31st December 2001

2001

2000

1999

Note £m £m £m
Interest receivable:
Interest receivable and similar income arising from debt securities 2,383 2,339 1,397
Other interest receivable and similar income 11,075 9,449 7923

13,458 11,788 9,320

Interest payable 7,354 6,635 4,696
Profit on redemption/repurchase of loan capital 1 - 2 3
Net interest income 6,104 5155 4,627
Fees and commissions receivable 4,223 3,689 3,207
Less: fees and commissions payable (465) (320) (275)
Dealing profits 2 1,011 677 556
Other operating income 3 452 397 258
Operating income 11,325 9,598 8,373
Administrative expenses — staff costs 4 3,714 3,219 3,057
Administrative expenses — other 6 2,303 1,967 1,807
Depreciation and amortisation 7 537 306 280
Operating expenses 6,554 5,492 5144
Operating profit before provisions 4,771 4,106 3,229
Provisions for bad and doubtful debts 18 1,149 817 621
Provisions for contingent liabilities and commitments 8 1 1) 1
Provisions 1,150 816 622
Operating profit 3,621 3,290 2,607
Loss from joint ventures (€Y) 1) (1)
Loss from associated undertakings (8) ©) (13)
Loss on sale or restructuring of BZW 9 - - (30)
(Loss)/profit on disposal of other Group undertakings 10 (G)) 214 (108)
Profit on ordinary activities before tax 3,608 3,496 2,455
Tax on profit on ordinary activities n 1,010 944 644
Profit on ordinary activities after tax 2,598 2,552 1,811
Minority interests — equity 12 (31) (22) (24)
Minority and other non-equity interests 12 (102) (57) (28)
Profit for the financial year attributable
to the members of Barclays PLC 2,465 2,473 1,759
Dividends 13 (1,110) (927) (746)
Profit retained for the financial year 1,355 1,546 1,013
Basic earnings per £1 ordinary share 14 148.2 163.3p 117.5p
Diluted earnings per £1 ordinary share 14 146.8 161.7p 115.8p

Al results arise from continuing operations. For each of the years reported above, there was no material difference between

profit before tax and profit retained and historical cost profits.

The Board of Directors approved the accounts set out on pages 106 to 185 on 13th February 2002.
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Statement of total recognised gains and losses
For the year ended 31st December 2001

2001

2000

1999

£m £m £m

Profit for the financial year attributable to the members of Barclays PLC 2,465 2,473 1,759
Exchange rate translation differences 3 15 (72)
Other items 24) 8 25
Joint ventures and associated undertakings (15) 6 (29)
Total recognised gains relating to the period 2,429 2,502 1,693
Prior period adjustment (a) - - (81)
Total recognised gains including prior period adjustment 2,429 2,502 1,612
Note
(a) The prior period adjustment relates to the adoption of FRS 12 in 1999 which resulted in the net charge to shareholders’
funds with respect to provisions made for vacant leasehold properties.

Barclays PLC Annual Report 2001 113



Consolidated accounts Barclays PLC
Consolidated balance sheet

Consolidated balance sheet

As at 31st December 2001
2001 2000
Note £m £m £m £m
Assets
Cash and balances at central banks 1,281 1,243
Items in course of collection from other banks 2444 2,509
Treasury bills and other eligible bills 15 7417 5,564
Loans and advances to banks — banking 12,196 9,556
—trading 35,693 27,345
16 47,889 36,901
Loans and advances to customers — banking 146,253 138,437
— trading 34,240 23,198
17 180,493 161,635
Debt securities 19 78,924 70,770
Equity shares 20 3118 4,062
Interests in joint ventures — share of gross assets 230 180
—share of gross liabilities (174) (118)
21 56 62
Interests in associated undertakings 21 32 60
Intangible fixed assets 22 4,091 4,269
Tangible fixed assets 23 1,958 2,059
Other assets 25 18,223 15,518
Prepayments and accrued income 27 2,553 2,827
348,479 307,479
Retail life-fund assets attributable to policyholders 26 8,170 8,711
Total assets 356,649 316,190

Sir Peter Middleton GCB Chairman
Matthew Barrett Group Chief Executive

John Varley Group Finance Director
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Consolidated balance sheet

As at 31st December 2001
2001 2000
Note £m £m £m £m
Liabilities
Deposits by banks — banking 45,837 32,445
— trading 21,543 17311
28 67,380 49,756
Customer accounts — banking 139,831 140,352
—trading 23,984 18,616
29 163,815 158,968
Debt securities in issue 30 41,846 31,883
Items in course of collection due to other banks 1,550 1,176
Other liabilities 31 42,930 38,184
Accruals and deferred income 32 4377 4,457
Provisions for liabilities and charges — deferred tax 33 630 631
Provisions for liabilities and charges — other 34 594 635
Dividend 13 728 632
Subordinated liabilities:
Undated loan capital — convertible to preference shares 35 345 335
Undated loan capital — non-convertible 35 2,837 2,337
Dated loan capital — non-convertible 36 4,933 3,698
331,965 292,692
Minority and other interests and shareholders’ funds
Minority interests — equity 134 108
Minority and other interests — non-equity 1,872 1,492
Total minority and other interests 12 2,006 1,600
Called up share capital 37 1,668 1,662
Share premium account 5,149 4,950
Capital redemption reserve 232 227
Other capital reserve 617 469
Revaluation reserve 30 35
Profit and loss account 6,812 5,844
Shareholders’ funds — equity 38 14,508 13,187
16,514 14,787
348,479 307,479
Retail life-fund liabilities to policyholders 26 8,170 8,711
Total liabilities and shareholders’ funds 356,649 316,190
2001 2000
Note £m £m
Memorandum items 45
Contingent liabilities:
Acceptances and endorsements 2,460 1,170
Guarantees and assets pledged as collateral security 14,826 15,180
Other contingent liabilities 7,313 6,503
24,599 22,853
Commitments — standby facilities, credit lines and other 99,917 87,971
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Consolidated statement of changes in reserves
For the year ended 31st December 2001

2001 2000 1999
£m £m £m

Share premium account
At beginning of year 4,950 1,583 1,381
Premium arising on shares issued 199 3,367 202
At end of year 5,149 4,950 1,583
Capital redemption reserve
At beginning of year 227 207 179
Repurchase of ordinary shares 5 20 28
At end of year 232 227 207
Other capital reserve
At beginning of year 469 320 320
Repurchase of preference shares 148 149 -
At end of year 617 469 320
Revaluation reserve
At beginning of year 35 37 36
Exchange rate translation differences (D) ) 3
Revaluation of interest in associated undertaking - - 5
Other items (@) - (D)
At end of year 30 35 37
Profit and loss account
At beginning of year 5844 4,841 4,415
Profit retained 1,355 1,546 1,013
Exchange rate translation differences 4 19 (67)
Repurchase of ordinary shares (96) (291) (476)
Transfer to capital redemption reserve 5) (20) (28)
Goodwill written back on disposals - - 138
Shares issued to employee trusts (see below) (107) (114) (154)
Transfer to other capital reserve (148) (149) -
Other items (35) 12 -
At end of year 6,812 5,844 4,841
Total reserves 12,840 11,525 6,988

The Group operates in a number of countries subject to regulations under which a local subsidiary undertaking has to maintain
a minimum level of capital. The current policy of the Group is that local capital requirements are met, as far as possible, by the
retention of profit. Certain countries operate exchange control regulations which limit the amount of dividends that can be
remitted to non-resident shareholders. It is not possible to determine the amount of profit retained and other reserves that is
restricted by these regulations, but the net profit retained of overseas subsidiaries, associated undertakings and joint ventures
at 31st December 2001 totalled £1,149m (2000 £953m, 1999 £789m). If such overseas reserves were to be remitted, other tax
liabilities, which have not been provided for in the accounts, might arise.

Goodwill amounting to £215m (2000 £215m, 1999 £215m) has been charged directly against reserves in prior years in respect
of acquisitions. This amount is net of any goodwill attributable to subsidiary undertakings disposed of prior to the balance
sheet date.

In 1998 the Group established a Qualifying Employee Share Ownership Trust (QUEST) for the purposes of delivering shares on
the exercise of options under the SAYE. During 2001 the Group received from the trustees of the QUEST £195m (2000 £183m,
1999 £208m) on the issue of shares in respect of the exercise of options awarded under SAYE. Of the amount received from

the trustees, employees paid £90m (2000 £69m, 1999 £54m) and the balance of £105m (2000 £114m, 1999 £154m) comprised
contribution to the QUEST from the Group. Additionally, the Barclays Group (PSP & ESOS) Employee Share Ownership Trust
(ESOT) is used to facilitate the provision of Barclays PLC shares to participants exercising rollover options under the Woolwich
plc 1998 Executive Share Option Plan (WESOP). During 2001, the Group received from the trustees of this trust £6m (2000 and
1999 £nil) on the issue of shares in respect of the exercise of options awarded under WESOP. Of the amount received from the
trustees, employees paid £4m (2000 and 1999 £nil) and the balance of £2m (2000 and 1999 £nil) comprised contribution to
the Barclays Group (PSP & ESOS) Trust from the Group.

Accumulated exchange rate translation differences included in reserves are £478m debit (2000 £481m, 1999 £498m both debit).
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Consolidated cash flow statement

For the year ended 31st December 2001

2001 2000 1999
Note £m £m £m £m £m £m

Net cash inflow from operating activities 50 3,799 8,486 8,923

Dividends received from joint ventures and

associated undertakings 3 1 5

Returns on investments and servicing of finance:

Interest paid on loan capital and other

subordinated liabilities (436) (346) (253)

Preference dividends paid by subsidiary undertaking 5) (24) (28)

Payment to Reserve Capital Instrument holders (162) (24) -

Dividends paid to minority shareholders an (10) 9)

Net cash outflow from returns on

investment and servicing of finance (620) (404) (290)

Tax paid (1,004) (636) (636)

Capital expenditure and financial investment:

Capital expenditure (351) (365) (224)

Sale of property and equipment 152 112 58

Purchase of investment securities (20,173) (14,490) (13,094)

Redemption of investment securities 5,704 5,666 2,476

Sale of investment securities 13,338 4115 2,894

Net cash outflow from capital

expenditure and financial investment (1,330) (4,962) (7,890)

Acquisitions and disposals

Acquisition of subsidiary undertakings 54 (36) (2,421) 60

Sale of associated undertakings - 13 8

Sale of other Group undertakings 51 42 307 174

Net cash inflow/(outflow) from

acquisitions and disposals 6 (2,101) 242

Equity dividend paid (1,014) (779) (676)

Net cash outflow before financing (160) (395) (322)

Financing: 52

Issue of Reserve Capital Instruments

(net of expenses) 520 1,350 -

Issue of loan capital and other

subordinated liabilities (net of expenses) 2,499 861 859

Redemption/repurchase of loan capital

and other subordinated liabilities (715) (212) (15)

Repurchase of ordinary shares (101) (311) (504)

Issue of ordinary shares

(net of contribution to the QUEST) 103 81 60

Redemption of preference shares (148) (149) -

Net cash inflow from financing 2,158 1,620 400

Increase in cash 53 1,998 1,225 78
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] ) 2001 2000 1999
Profit and loss account and changes in reserves for the year ended 31st December £m £m £m
Interest income 5 4 2
Operating expenses:
Management charge from subsidiary undertaking 5) 4) 2)
Operating profit - - -
Dividends from subsidiary undertaking 1,317 1,352 1,404
Profit on ordinary activities before tax 1,317 1,352 1,404
Tax on profit on ordinary activities - - -
Profit on ordinary activities after tax 1,317 1,352 1,404
Dividends (1,110) (927) (746)
Profit retained by Barclays PLC 207 425 658
Profit retained by subsidiary undertakings 1,162 1133 372
Loss retained by associated undertakings and joint ventures (14) (12) a7
Profit retained for the financial year 1,355 1,546 1,013
Premium arising on shares issued 199 3,367 202
Reduction in reserves arising from repurchase of shares (96) (291) (476)
Shares issued to the QUEST in relation to share option schemes for staff (107) (14) (154)
Other movements in investment in Barclays Bank PLC (36) 29 72
Profit and loss account and other reserves brought forward 11,525 6,988 6,331
Profit and loss account and other reserves carried forward 12,840 11,525 6,988
2001 2000
Balance sheet as at 31st December Note £m £m
Fixed assets
Investment in Barclays Bank PLC 39 14,508 13,187
Current assets
Amounts falling due within one year:
Due from subsidiary undertaking 728 632
728 632
Current liabilities
Amounts falling due within one year — dividend (728) (632)
Net current assets - -
Assets less current liabilities 14,508 13,187
Capital and reserves
Called up share capital 37 1,668 1,662
Share premium account 5,149 4,950
Capital redemption reserve 232 227
Revaluation reserve 6,578 5,467
Profit and loss account 881 881
Shareholders’ funds — equity 38 14,508 13,187

Sir Peter Middleton GCB Chairman
Matthew Barrett Group Chief Executive

John Varley Group Finance Director
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46 Derivatives and other financial instruments (continued)

Maturity of notional principal amounts as at 31st December 2001
At 31st December 2001 the notional principal amounts, by residual maturity, of the Group’s trading and non-trading derivatives

were as follows:
Over one

year but
not more Over
One year than five five
or less years years Total
£m £m £m £m

Foreign exchange derivatives
Forward foreign exchange 231,183 9,528 1566 242277
Currency swaps 41,377 66,461 38,459 146,297
OTC options bought and sold 62,429 4,500 645 67,574
OTC derivatives 334,989 80,489 40,670 456,148
Exchange traded futures — bought and sold 7528 - - 7528
Exchange traded options — bought and sold 12 - - 12
Total 342,529 80,489 40,670 463,688
Interest rate derivatives
Swaps 319,636 698,275 538,546 1,556,457
Forward rate agreements 85,853 17,594 - 103447
OTC options bought and sold 182,559 231,307 88,837 502,703
Other interest rate contracts - 150 - 150
OTC derivatives 588,048 947,326 627,383 2,162,757
Exchange traded futures — bought and sold 318,915 65,968 — 384,883
Exchange traded options — bought and sold 133,483 3,905 - 137,388
Exchange traded swaps 16,674 75,002 61,149 152,825
Total 1,057,120 1,092,201 688,532 2,837,853
Credit derivatives
Swaps 1,216 6,578 8,846 16,640
Equity and stock index derivatives
OTC options bought and sold 11,263 23,023 1,242 35,528
Equity swaps and forwards 1,168 - - 1,168
OTC derivatives 12431 23,023 1,242 36,696
Exchange traded futures — bought and sold 18,036 - - 18,036
Exchange traded options — bought and sold 11,858 3,137 - 14,995
Total 42,325 26,160 1,242 69,727
Commodity derivatives
OTC options bought and sold 1,753 1,102 - 2,855
Commaodity swaps and forwards 7,385 2,302 690 10,377
OTC derivatives 9,138 3,404 690 13,232
Exchange traded futures — bought and sold 11,728 481 - 12,209
Exchange traded options — bought and sold 895 155 - 1,050
Total 21,761 4,040 690 26,491

152  Barclays PLC Annual Report 2001



Notes to the accounts
For the year ended 31st December 2001

46 Derivatives and other financial instruments (continued)

Maturity of notional principal amounts as at 31st December 2000

Over one

year but
not more Over
One year than five five
or less years years Total
£m £m £m £m

Foreign exchange derivatives
Forward foreign exchange 231,374 8,569 492 240,435
Currency swaps 32,233 61,514 32,065 125,812
OTC options bought and sold 70,755 9,640 492 80,887
OTC derivatives 334,362 79,723 33,049 447134
Exchange traded futures — bought and sold 15,010 - - 15,010
Exchange traded options — bought and sold 9,706 - - 9,706
Total 359,078 79,723 33,049 471,850
Interest rate derivatives
Swaps 275,391 547177 411,041 1,233,609
Forward rate agreements 32,884 7,055 - 39,939
OTC options bought and sold 108,792 188,503 80,270 377565
Other interest rate contracts - 7 - 7
OTC derivatives 417,067 742 742 491,311 1,651,120
Exchange traded futures — bought and sold 307,692 90,817 — 398,509
Exchange traded options — bought and sold 62,158 - - 62,158
Total 786,917 833559 491,311 2,111,787
Credit derivatives
Swaps 1,261 3,470 9,365 14,096
Equity and stock index derivatives
OTC options bought and sold 8,934 12,605 260 21,799
Equity swaps and forwards 1,757 - - 1,757
OTC derivatives 10,691 12,605 260 23,556
Exchange traded futures — bought and sold 14,685 - - 14,685
Exchange traded options — bought and sold 36,021 5,535 - 41,556
Total 61,397 18,140 260 79,797
Commodity derivatives
OTC options bought and sold 1,612 252 10 1,874
Commodity swaps and forwards 4,928 1,061 6 5,25
OTC derivatives 6,540 1,313 16 7,869
Exchange traded futures — bought and sold 11,425 1,973 - 13,398
Exchange traded options — bought and sold 452 - - 452
Total 18,417 3,286 16 21,719
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46 Derivatives and other financial instruments (continued)

Maturity analyses of replacement cost and counterparty analyses of net replacement cost

The fair value of a derivative contract represents the amount at which that contract could be exchanged in an arm’s length
transaction, calculated at market rates current at the balance sheet date. The totals of positive and negative fair values arising
on trading derivatives at the balance sheet date have been netted where the Group has a legal right of offset with the relevant
counterparty. The total positive fair value after permitted netting equates to net replacement cost.

The residual replacement cost by maturity and net replacement cost by counterparty analyses of OTC and non-margined exchange
traded derivatives held for trading and non-trading purposes at 31st December 2001 and 31st December 2000 are as follows:

2001 2000
Over one Over one
year but year but
One not more Over One not more Over
year or than five five year or than five five
less years years Total less years years Total
£m £m £m £m £m £m £m £m
Replacement cost by residual maturity
Foreign exchange derivatives 4,656 2,339 1,390 8,385 6,045 2,501 1,137 9,683
Interest rate derivatives 3,924 14,578 14,619 33121 2,110 8,418 11,389 21,917
Equity and stock index derivatives 381 896 13 1,290 602 685 12 1,299
Commaodity derivatives 549 138 16 703 466 51 3 520
Credit derivatives 7 78 425 510 6 21 224 251

9,517 18,029 16,463 44,009 9,229 11,676 12,765 33,670

Total Total
2001 2000
£m £m

Net replacement cost by counterparty:
Central Banks 97 239
Banks and other financial institutions 9,332 8,488
Other corporate and public bodies 4,839 3,748
14,268 12,475

Potential credit risk exposure
The potential credit risk exposure for each product equals net replacement cost as reduced by the fair value of collateral
provided by the counterparty.

At 31st December 2001 and 31st December 2000 the potential credit risk exposures in respect of the Group’s trading and
non-trading OTC derivatives were not significantly different to net replacement cost.
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47 Fair values of financial instruments

Financial instruments include both financial assets and financial liabilities and also derivatives. The fair value of a financial
instrument is the amount at which the instrument could be exchanged in a current transaction between willing parties, other
than in a forced or liquidation sale.

Wherever possible, the Group has estimated fair value using market prices or data available for instruments with characteristics
either identical or similar to those of the instruments held by the Group. In certain cases, however, including loans and advances
to customers, no ready markets currently exist in the UK wherein exchanges between willing parties occur. Accordingly, various
techniques have been developed to estimate what the fair value of such instruments might be.

These estimation techniques are necessarily subjective in nature and involve several assumptions. There have been no significant
changes in the estimation techniques or the methodology used compared with that used at 31st December 2000 with the
exception of the methods employed to calculate the fair value of loans and advances to customers, as described in note (d) to the
following table.

Because a variety of estimation techniques are employed and significant estimates made, comparisons of fair values between
financial institutions may not be meaningful. Readers of these accounts are thus advised to use caution when using this data
to evaluate the Group’s financial position.

Fair value information is not provided for items that do not meet the definitions of a financial instrument. These items
include short term debtors and creditors, intangible assets such as the value of the Group’s branch network, the long-term
relationships with depositors (core deposit intangibles), premises and equipment and shareholders’ equity. These items

are material and accordingly the fair value information presented does not purport to represent, nor should it be construed
to represent, the underlying value of the Group as a going concern at 31st December 2001.

The following table shows the carrying amount and the fair value of the Group’s financial instruments analysed between trading
and non-trading assets and liabilities.

2001 2000
Carrying Fair Carrying Fair
amount value amount value

Note £m £m £m £m

Trading

Assets

Treasury bills and other eligible bills (@) 1,694 1,694 2,623 2,623

Loans and advances to banks

(including reverse repurchase agreements) (@ 35,693 35,693 27,345 27,345

Loans and advances to customers

(including reverse repurchase agreements) (@ 34,240 34,240 23,198 23,198

Debt securities (& 40,633 40,633 32,402 32,402

Equity shares @ 2,924 2,924 3,818 3,818

Derivatives (see analysis in note 46) (b) 13,730 13,730 12,100 12,100

London Metal Exchange warrants and other metals (@) 1,236 1,236 1,001 1,001

trading positions (see note 25)

Liabilities

Deposits by Banks and customers accounts

(including repurchase agreements) (@ 45527 45,527 35,927 35,927

Short positions in securities (see note 31) (@ 26,200 26,200 21,201 21,201

Derivatives (see analysis in note 46) (b) 11,091 11,091 11,971 11,971
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47 Fair values of financial instruments (continued)

2001 2000
Carrying Fair Carrying Fair
amount value amount value
Note £m £m £m £m
Non trading
Assets
Cash and balances at central banks (@) 1,281 1,281 1,243 1,243
Items in course of collection from other banks @ 2,444 2444 2,509 2,509
Treasury bills and other eligible bills @ 5,723 5,723 2,941 2,941
Loans and advances to banks (c) 12,196 12,200 9,556 9,600
Loans and advances to customers (d) 146,253 147,000 138,437 139,000
Debt securities (e) 38,291 38,491 38,368 38,719
Equity shares (e) 194 215 244 295
Derivatives (see analysis in note 46) (b) 1,476 3,509 1,805 3,140
Liabilities
Deposits by Banks and customers accounts (f) 185668 185,700 172,797 172,700
Debt securities in issue (9) 41,846 41,904 31,883 31,971
Items in course of collection due to other banks (@ 1,550 1,550 1,176 1,176
Undated loan capital (h) 3,182 3,289 2,672 2,661
Dated loan capital (h) 4,933 5,013 3,698 3,701
Non-equity minority and other interests 0) 1,872 2,061 1,492 1,554
Derivatives (see analysis in note 46) (b) 902 2,232 937 2,226
Notes

() Financial assets and financial liabilities where fair value approximates carrying value because they are either (i) carried at
market value or (ii) have minimal credit losses and are either short-term in nature or repriced frequently.

(b) Derivatives held for trading purposes are carried at fair value. Derivatives held for non-trading purposes are accounted for
in accordance with the accounting treatment of the underlying transaction or transactions being hedged. The fair value

of these instruments is estimated using market prices or pricing models consistent with the methods used for valuing similar
instruments used for trading purposes.

(c) Within this calculation, the fair value for loans and advances to banks was estimated using discounted cash flows, applying
either market rates, where practicable, or rates currently offered by other financial institutions for placings with similar
characteristics.

(d) The Group provides lending facilities of varying rates and maturities to corporate and personal customers. In estimating the
fair value of such instruments, the fair value of personal and corporate loans subject to variable interest rates is considered to
approximate the carrying value, in view of the unrestricted ability to prepay. The fair value of such instruments subject to fixed
interest rates was estimated by discounting cash flows at appropriate rates and making adjustments for credit risks, servicing
costs and cost of capital.

(e) The valuation of listed securities and investments is at mid-market prices and that of unlisted securities and investments is
based on the Directors’ estimate, which takes into consideration discounted cash flows, price earnings ratios and other suitable
valuation techniques.

(f) Fair values of deposit liabilities payable on demand (interest free, interest bearing and savings deposits) approximate

to their carrying value. The fair value of all other deposits and other borrowings was estimated using discounted cash flows,
applying either market rates, where practicable, or rates currently offered by the Group for deposits of similar remaining
maturities.

(g) Fair values of short-term debt securities in issue are approximately equal to their carrying amount. Fair values of other
debt securities in issue are based on quoted prices where available, or where these are unavailable, are estimated using other
valuation techniques.

(h) The estimated fair values for dated and undated convertible and non-convertible loan capital were based upon quoted
market rates for the issue concerned or equivalent issues with similar terms and conditions.

(i) The fair value of non-equity minority and other interests was calculated using quoted market prices.
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48 Legal proceedings

Barclays is party to various legal proceedings, the ultimate resolution of which is not expected to have a significant effect on the

financial position or profitability of the Group.

49 Post balance sheet events

As announced on 31st October 2001, Barclays and Canadian Imperial Bank of Commerce (‘CIBC’) signed an agreement to
combine their retail, corporate and offshore banking operations in the Caribbean to create FirstCaribbean International Bank™
(‘FirstCaribbean’). Implementation of the combination is subject to, among other things, the receipt of certain approvals from
government and regulatory authorities and shareholders of CIBC West Indies Holdings Limited (‘CWIHL") and CIBC Bahamas
Limited. The transaction is expected to be completed during the first half of 2002. Barclays will account for its interest in
FirstCaribbean as an associated undertaking under UK accounting standards. At the time the transaction was announced, it was
expected to result in an economic profit for Barclays in the region of £250m in respect of the disposal of its share of its existing
Caribbean operations which will be recognised in the statement of total recognised gains and losses and goodwill of around

£175m to arise in Barclays on the acquisition of its share of CWIHL. No significant change is currently expected to those

amounts, except to the extent goodwill alters due to fair value adjustments, exchange rate movements and transaction costs.
The transaction is expected to increase Barclays Tier 1 capital ratio and, going forward, to have a positive impact on earnings

before goodwill and fair value amortisation, primarily as a result of synergies.

The Group announced on 20th February 2002 that it had signed a conditional agreement to acquire the UK credit card

operation of Providian Financial Corporation. The deal is expected to be completed in the second quarter of 2002.

50 Reconciliation of operating profit to net cash flow

from operating activities

2001 2000 1999
£m £m £m

Operating profit 3,621 3,290 2,607
Provisions for bad and doubtful debts 1,149 817 621
Depreciation and amortisation 528 302 276
Net increase/(decrease) in accrued expenditure and prepayments 114 188 (149)
Provisions for contingent liabilities and commitments 1 Q) 1
Other provisions for liabilities and charges 194 313 445
Interest on dated and undated loan capital 464 335 263
Increase in shareholders’ interest in the long-term assurance fund (164) (165) (32)
Profit on redemption/repurchase of loan capital - () 3)
Net decrease in net interest and commission receivable 76 369 691
Net profit on disposal of investments and fixed assets (83) (60) (51)
Other non-cash movements 23 35 7
5,923 5,421 4,676

Net change in items in course of collection 439 (241) 96
Net increase in other credit balances 4,717 1,857 516
Net increase in loans and advances to banks and customers (30,695) (7942) (23,862)
Net increase in deposits and debt securities in issue 33,780 13,611 32,100
Net (increase)/decrease in other assets (2,568) 1,235 (307)
Net (increase) in debt securities and equity shares (5,949) (7,079) (1,922)
Net (increase)/decrease in treasury and other eligible bills (1,901) 1,676 (2,462)
Other non-cash movements 53 (52) 88
Net cash inflow from operating activities 3,799 8,486 8,923
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51 Sale of Group undertakings during the year

2001

2000

1999

£m £m £m
Goodwill written off 7 - 154
Advances and other accounts 2,148 949 1,549
Deposits and other borrowings (2,109) (849) (1,400)
Net assets disposed of 46 100 303
Net (loss)/profit on disposal “4) 207 (138)
42 307 165
Amounts not yet settled (including deferred consideration) - - 9
Settled by net cash received 42 307 174
52 Changes in financing during the year
The following table does not include a further £96m paid in respect of the repurchase of 5m ordinary shares.
Barclays
Barclays Bank PLC
Undated Dated Bank PLC reserve
loan loan Ordinary preference Share capital
capital capital shares shares premium  instruments
£m £m £m £m £m £m
Barclays PLC
At beginning of year 2,672 3,698 1,662 142 4,950 1,350
Exchange rate and other movements 10 (49) - 6 - 2
Net cash (outflow)/inflow from financing 500 1,284 6 (148) 199 520
At end of year 3,182 4,933 1,668 - 5,149 1,872
53 Analysis of cash balances
31.12.01 Change 31.12.00 Change 31.12.99 Change 31.12.98
£m £m £m £m £m £m £m
Cash and balances at central bank 1,281 38 1,243 77 1,166 224 942
Loans and advances to other banks
repayable on demand 4,117 2,023 2,094 1127 967 (207) 1174
5,398 2,061 3,337 1,204 2,133 17 2,116
2001 2000 1999
£m £m £m £m £m £m
Balance at beginning of year 3,337 2133 2,116
Net increase in cash before the
effect of exchange rate movements 1,998 1,225 78
Effect of exchange rate movements 63 (21) (61)
2,061 1,204 17
Balance at end of year 5,398 3,337 2,133
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54 Analysis of the net outflow/(inflow) of cash in

respect of the acquisition of subsidiary undertakings

2001 2000 1999
£m £m £m
Cash consideration, including acquisition expenses 84 2,494 66
Cash at bank and in hand acquired (48) (73) (126)
Net outflow/(inflow) of cash in respect of the purchase of subsidiary undertakings 36 2,421 (60)
55 Acquisitions
The Group made the following significant acquisition of a subsidiary undertaking in 2001 which is accounted for on an
acquisition basis:
% Acquired Date
Banco Barclays e Galicia SA 499 1st August 2001
Fair value
Book Value  adjustments Fair value
£m £m £m
Net assets acquired
Cash and balances at central banks 48 - 48
Loans and advances to banks 46 - 46
Loans and advances to customers 96 (1) 85
Debt securities and equity securities 228 (D) 227
Other assets 23 5) 18
Deposits by banks (59) - (59)
Customer accounts (1) - (1)
Debt securities in issue (134) ((5) (142)
Other liabilities (a71) 9) (180)
Net assets 66 (34) 32
Goodwill 52
Satisfied by cash 84

The book value in the above table reflects all acquisitions made in the year.

The fair value adjustments in the above table relate to Banco Barclays e Galicia SA and represent revaluations resulting from
adjusting financial instruments and assets to a fair value based on quoted market prices, discounted cashflow methodologies

or management’s best estimates of future economic benefits.

Banco Barclays e Galicia SA was consolidated from 1st January 2001, the date management control was deemed to have been

passed to the Group.
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56 Related party transactions

a) Subsidiary undertakings
Details of the principal subsidiary undertakings are shown in note 44. In accordance with FRS 8, transactions or balances
between Group entities that have been eliminated on consolidation are not reported.

b) Associated undertakings and joint ventures

The Group provides certain banking and financial services for associated undertakings and joint ventures. These are conducted
on similar terms to third party transactions and are not material to the Group’s results. Details of lendings to associated
undertakings and joint ventures are set out in note 17.

Edotech Limited, an associated undertaking, has provided printing services to the Group from May 2000. The cost of these
services provided in the year was £22.9m (2000 £10.7m, 1999 £nil). At the year end the balance outstanding of £2.2m was
included in sundry creditors (2000 £nil).

Intelligent Processing Systems Limited (IPSL) is a joint venture between the Group, Lloyds TSB Bank PLC, HSBC Bank plc and
Unisys Limited. The Bank has outsourced its cheque processing services to IPSL. The cost of these core services to the Barclays
Group in the UK provided in the year was £30.5m (2000 £9.5m, 1999 £nil). In addition, the Group recharged IPSL with costs of
£1.6m (2000 £nil, 1999 £nil). At the year end the balance outstanding of £0.6m was included in sundry creditors (2000 £nil).

Gresham Insurance Company Limited (Gresham) became an associated undertaking following the acquisition of Woolwich plc.
The arrangement enables Gresham to underwrite major household insurances provided to customers of Woolwich plc.
Underwriting payments made to Gresham during the year were £53.2m (2000 £49.3m, 1999 £nil) and balances outstanding of
£12.6m (2000 £9.3m) are included in sundry creditors.

Global Home Loans Limited (GHL) became an associated undertaking on 27th June 2001. Previously, it was held as a joint
venture following the acquisition of Woolwich plc. Woolwich plc is engaged in transactions where the origination and
processing activities of its mortgages are outsourced to GHL and its subsidiaries. The fees payable to GHL during the year
were £45.6m (2000 £40.4m, 1999 £nil). At the year end, the balance outstanding included in sundry creditors was £4m,
after taking into account payments made by Woolwich plc as agent of GHL for salaries and other expenses £4.5m was owed
by GHL at 31st December 2000 and was included in sundry debtors.

Gabetti Holding SpA, an associated undertaking, acts as an introducer of mortgage business to Woolwich plc and received
commission of £7.3m in 2001 (2000 £5.5m, 1999 £nil). At the year end, amounts outstanding of £1.7m (2000 £0.5m) were
included in sundry creditors.

During 2001, assets and consumer lease agreements valued at £8.6m (2000 £nil) were transferred from the Group to Barclays
AssetPlan, a joint venture between the Group and Heller Ltd.

On 1st November 2001, Barclaycard and Xansa PLC announced their intention to create a strategic alliance to deliver IT services
to Barclaycard. The IT service contract has an estimated minimum value of £125m over five years and around 450 employees
have transferred to Xansa from 1st February 2002. As set out in section d) below, Xansa is a related party of the Group.

¢) Pension funds, unit trusts and investment funds

The Group provides a number of normal current and interest-bearing cash accounts to the Group pension funds (principally
the UK Retirement Fund, the 1951 Fund and the Woolwich Pension Fund) in order to facilitate the day-to-day financial
administration of the funds. Group companies, principally BGI, also provide investment management and custodian services.
The Group also provides normal banking services for unit trust and investment funds managed by Group companies. These are
all conducted on similar terms to third party transactions and are not individually material. In aggregate, amounts included in
the accounts are as follows:

2001 2000 1999

£m £m £m
Liabilities of Group — banking facilities 12 108 64
Interest payable — banking facilities 3 4 1
Commissions receivable 6 9 -
Fees receivable — investment management and custody 12 16 17
Value of schemes’ investments in pooled funds managed by BGI 13,578 14,654 12,170
Investments in over the counter derivatives with other Group Companies 186 188 31
Margin loans from other Group Companies 183 183 28

d) Directors
Details of Directors’ emoluments are set out in note 57 and in the Corporate governance section on pages 98 to 103. Details of
transactions between Directors and the Group are set out in note 59.
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56 Related party transactions (continued)

In the ordinary course of business, the Bank makes loans to companies where a Director or officer is also a Director of Barclays.
With the exception of an interest free loan to the Charities Aid Foundation group of which Sir Brian Jenkins is Chairman of
Trustees, these loans are made on substantially the same criteria and terms, including interest rates and collateral, as those
prevailing at the time for comparable transactions with other persons and did not involve more than the normal risk of
collectibility or present other unfavourable features.

In addition, Xansa PLC, of which Hilary Cropper CBE is Executive Chairman, provides software support and development
resource capability to the Group. The total value of these transactions for the years ending 31st December 2001, 2000 and
1999 was £21.5m, £15.5m and £10.3m respectively.

57 Directors’ emoluments and other benefits

The aggregate emoluments and other benefits of the Directors of Barclays PLC set out below are disclosed in accordance with
Part | of Schedule 6 to the Companies Act 1985.

2001 2000

£000 £000
Aggregate emoluments 5,828 5,406
Gains made on the exercise of share options 27 -
Amounts paid under long-term incentive schemes 638 447
Compensation for loss of office - 1,630
Notional pension contributions to money purchase schemes (2001 1 Director and 2000 2 Directors) 425 567

3 Directors are accruing retirement benefits under a defined benefit scheme (2000 3 directors).

Of the figures in the table above, the amounts attributable to the highest paid Director, Matthew Barrett, are as follows:

2001 2000

£000 £000
Aggregate emoluments 2,193 2,018
Notional pension contribution to a money purchase scheme 425 425

Further information on Directors’ emoluments, shareholdings, options and awards is given in the Corporate governance section
on pages 98 to 103.

58 Directors’ and officers’ shareholding and options

Details of Directors’ share interests and options are given in the Corporate governance section on pages 98 to 103.

The beneficial ownership of the ordinary share capital of Barclays PLC by all Directors and officers of Barclays PLC (involving
22 persons) and Barclays Bank PLC (involving 23 persons) at 31st December 2001 amounted to 361,286 ordinary shares of
£1 each (0.02% of ordinary share capital outstanding).

Executive Directors and officers of Barclays PLC as a group (involving 14 persons) held, at 31st December 2001, options to
purchase 2,724,531 Barclays PLC ordinary shares of £1 each at prices ranging from 490p to1,647p under the SAYE Share Option
Scheme, and ranging from 704p to 1,782p under the Executive Share Option Scheme and ranging from 1,563p to 2,136p under
the Incentive Share Option Plan, respectively, and ranging from 1,317p to 1,690p under the Woolwich ESOP, exercisable in the
period from 2002 to 2011.
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