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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. The Group may also make forward-
looking statements in other written materials, including other documents filed
with or furnished to the SEC. In addition, the Group’s senior management may
make forward-looking statements orally to analysts, investors, representatives of
the media and others. In particular, among other statements, certain statements
in the Financial Review and Business Description with regard to management
objectives, trends in results of operations, margins, costs, return on equity, risk
management, and competition are forward-looking in nature. Forward-looking
statements can be identified by the fact that they do not relate only to historical
or current facts. Forward-looking statements often use words such as ‘anticipate’,
‘target’, ‘expect’, ‘estimate’, ‘intend’, ‘plan’, ‘goal’, ‘believe’, or other words of
similar meaning. 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 and global economic and business conditions,
market related risks such as changes in interest rates and exchange rates, the
policies and actions of governmental and regulatory authorities, changes in

legislation, the outcome of pending and future litigation and the impact of
competition, a number of which are beyond the Group’s control. As a result,
the Group's actual future results and developments may differ materially from
the plans, goals, and expectations expressed or implied in the Group’s forward-
looking statements. For a more detailed discussion of some of the factors that
may cause actual future results and developments to differ materially from
forward-looking statements, see Risk factors on page 42. Any forward-looking
statements made by or on behalf of the Group speak only as of the date they are
made. Barclays does not undertake to update forward-looking statements to
reflect any changes in the Group’s expectations with regard thereto or any
changes in events, conditions or circumstances on which any such statement is
based. The reader should, however, consult any additional disclosures Barclays
has made or may make in documents it has filed or may file with the SEC.

This document contains information, including statistical data, about certain of
Barclays markets and its competitive position. Except as otherwise indicated, this
information is taken or derived from Datastream and other external sources.
Barclays cannot guarantee the accuracy of information taken from external
sources, or that, in respect of internal estimates, a third party using different
methods would obtain the same estimates as Barclays.
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Financial highlights

* Profit before tax rose 20% to £4,603m.

* Earnings per share rose 21% to 51.2p.

* Return on equity of 19.2%.

* The full year dividend increased by 17% to 24p.

“Barclays had a record year in 2004, demonstrating the
strength and flexibility of its strategy. A combination of
good returns from prior investment and the continued
strong pace of investment during 2004 means that we are
in good shape to deliver profitable growth in the future.”

John Varley, Group Chief Executive
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About Barclays

We are a major global financial services
provider engaged in retail and commercial
banking, credit cards, investment banking,
wealth management and investment
management services. We are one of the
largest financial services companies in the
world by market capitalisation. Operating
in over 60 countries and employing over
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78,000 people, we move, lend, invest
and protect money for over 18 million
customers and clients worldwide.

Our primary goal

To deliver top quartile total shareholder
return relative to our peers, consistently
over time.

»»> For detailed information on where we operate go to www.barclays.com



UK Banking

Delivers banking solutions to Barclays UK retail and business
banking customers. It offers a range of integrated products and
services and access to the expertise of other Group businesses
through a variety of channels comprising: the branch network,
automated teller machines, telephone banking, online banking
and relationship managers.

UK Retail Banking comprises Personal Customers, Mortgages,
Small Business and UK Premier. It serves some 14 million personal
customers, 273,000 Premier banking customers and 566,000
Small Business customers, through 2,061 branches.

UK Business Banking provides relationship banking to the Group'’s
larger and medium business customers in the UK, and has
relationships with 179,000 customers.

Private Clients

Serves affluent, high net worth and corporate clients,
primarily in the UK and continental Europe, providing
private banking, offshore banking, stockbroking and asset
management services, as well as financial planning services
to a broader customer base. Private Clients includes the
closed life assurance activities.

Private Clients has over 300,000 affluent and high net worth
clients, and includes Barclays Stockbrokers, which is the largest
execution only broker in the UK.

International

Provides a range of banking services, including current
accounts, savings, investments, mortgages and consumer
loans to personal and corporate customers across Spain,
Portugal, France, Italy, the Caribbean, Africa and the
Middle East.

In total, International serves 2.2 million customers through
841 international branches in 16 countries. Barclays Spain
serves 500,000 customers, and Barclays Africa and Middle
East operates through 230 branches and has 1.4 million
customer accounts.
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Barclaycard

Is a multi-brand credit card and consumer lending business
with an increasing international presence, and is one of the
leading credit card businesses in Europe.

In the UK, Barclaycard manages the Barclaycard branded credit
cards, Barclays branded consumer loans, mostly Barclayloan,
and also comprises FirstPlus, Clydesdale Financial Services and
Monument. Barclaycard Business processes card payments

for retailers and merchants and issues cards to corporate
customers. Outside the UK, Barclaycard International has
businesses in the United States, Germany, Spain, Greece, Italy,
Portugal, Republic of Ireland and across Africa.

Barclaycard has 15.6 million cards in issue.

Barclays Capital

A leading global investment bank which provides large
corporate, institutional and government clients with solutions
to their financing and risk management needs.

Activities are primarily divided between two areas: Rates, which
includes fixed income, foreign exchange, commaodities, emerging
markets, money markets sales, trading and research, prime
brokerage and equity-related activities; and Credit, which includes
origination, sales, trading and research relating to loans, debt
capital markets, structured capital markets, commercial mortgage
backed securities, private equity and large asset leasing.

Barclays Global Investors (BGl)

One of the world’s largest asset managers and a leading
global provider of investment management products

and services, serving over 2,600 institutional clients in 48
countries, with over £700bn assets under management.

BGl is the global product leader in Exchange Traded Funds
(iShares), with over 100 funds available for institutions and
individuals trading in ten markets worldwide.

ll For further information on business performance see pages 106 to 112



Chairman’s statement

As the figures show, 2004 was a very successful year for Barclays.

2004 was also a year in which we managed successfully the transition
to a new leadership team. John Varley took the reins as Group Chief
Executive with effect from 1st September and | succeeded Sir Peter
Middleton as Chairman. On behalf of shareholders, | would like to take
this opportunity to thank Sir Peter — Barclays owes him an enormous
debt of gratitude. The Group would not be where it is today —
financially strong, with a distinct portfolio of businesses, a great brand,
motivated people and millions of loyal customers and clients around
the world — were it not for his leadership.

Looking forward, the Board is delighted that Barclays has such a strong
management team in John Varley and his colleagues to take the Group
forward. We have been particularly pleased with the way in which they

“A ve ry Successful yea r fo r have quickly adapted to their new roles.
Corporate Governance
Ba rc | ays RECO I’d p e 'taX Corporate governance continues to be a subject of intense interest to
. . . shareholders, regulators, companies and the press. Our goal is to
p I’OfItS, ﬂ rSt IN Oour peer g I’OUp ensure that Barclays is an exemplar in the area of corporate
. . governance. 2004 was the first year in which Barclays had to comply
Of I nte rnatl (0) nal ba N kS fO I with the provisions of the new Combined Code and you will read in

the Corporate Governance Report elsewhere in this Annual Report that

tOta | S h are h (0) | de I I’etu ' ’ dan d our compliance is of a high standard.
a seam |eSS tra nS|t|O Nn to a new In recent months, we have taken a number of steps to enhance further

our corporate governance practices. We have expanded the remit of
m a n ag e m e nt tea m . 7 the Remuneration Committee to cover strategic human resource
issues. We have also expanded the remit of the Nominations
Matthew W Barrett, Chairman Committee to cover a broad range of corporate governance issues in
addition to matters relating to the composition of the Board. We have
conducted a thorough, formal review of performance and effectiveness
of the Board, Board Committees, and individual directors.

The review concluded that the Board is discharging its responsibilities

in a highly effective manner.
Dividend per share

Board Changes
25 24.00 Sir Brian Jenkins retired as Deputy Chairman on 1st September. He
20 18.35 20.50 joined the Board in 2000 on completion of the acquisition of Woolwich
15 Plc, where he had been Chairman. His experience and sound advice at
10 I I Board and Board Committee meetings will be greatly missed. He was
5 succeeded as Deputy Chairman by Sir Nigel Rudd.
0 Chris Lendrum retired as Vice-Chairman and a Director of the Bank at

pence 2002 2003 2004 the end of 2004. Chris served the Group with great distinction for over

»»> Over 11,500 Barclays staff volunteered their time and skills for Make A Difference Day in 2004 —7,158 in the



35 years. We were delighted to see that his services to banking were
recognised through the award of a CBE in the New Year’s Honours List.

Dr Jiirgen Zech, who joined the Board in 2002, will be retiring at this
year’s Annual General Meeting (AGM) and is not seeking re-election.
On behalf of the Board, | would like to thank Dr Zech for his hard work
as a Director and wish him well for the future.

| am sad to report that Dame Hilary Cropper, who had been a
non-executive Director of the Bank since 1998, died on Boxing Day,
aged 63. Hilary had enjoyed an extremely successful career, becoming
Chief Executive and subsequently Chairman of Xansa Group, the IT
services company. She was a valued colleague who had served
Barclays with distinction on the Board Remuneration, Audit and

Risk Committees. She will be greatly missed.

During the year, we appointed two new non-executive Directors.

Sir Andrew Likierman joined the Board in September and Leigh
Clifford in October. Sir Andrew had been Managing Director, Financial
Management, Reporting and Audit and Head of the Government
Accountancy Service at HM Treasury. He is Professor of Management
Practice at the London Business School and a non-executive Director
of the Bank of England. Sir Andrew brings considerable accounting
and financial expertise to the Board and Board Audit Committee.
Leigh Clifford is Chief Executive of Rio Tinto and brings a wealth of
global operational management and business experience to the Board.

Sir Richard Broadbent was appointed Senior Independent Director
with effect from 1st September 2004.

Corporate Responsibility

We believe that attention to corporate responsibility is essential to
creating and sustaining value creation for shareholders. During 2004,
we made significant progress in pursuit of the objective that Barclays
should be a leading company in this field. Corporate responsibility is
about business behaviours and earning the trust and loyalty of our
stakeholders. It was encouraging that in 2004 Barclays won the
National Business Award for Corporate Social Responsibility and

was ranked in the top decile of 100 companies by Business in the
Community in this area.

We continued to build on our well-established Equality & Diversity,
Environmental and Community programmes and on our pioneering
work in the field of financial inclusion. During the year, we continued
to work closely with our trade union partner, Amicus UNIFI, developing
a ground-breaking agreement on the issue of offshore outsourcing.

UK, 4,083 in Africa and 274 in Spain
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Regulatory Change

There was no abatement in the volume and frequency of regulatory
change in 2004. The banking industry is facing Basel Il, Sarbanes
Oxley, International Financial Reporting Standards, the recent
introduction of statutory regulation of mortgages and general
insurance, and a number of EU Directives generated by the Financial
Services Action Plan. All these initiatives cause considerable resource
stretch for even the largest financial services institutions.

We welcome the fact that our lead regulator in the UK, the Financial
Services Authority, is also concerned at the level of regulatory change
and is seeking to minimise further initiatives. We believe that it is vital
that all new regulation is subjected to rigorous cost/benefit analysis
before its introduction into the national legislative framework.

Economic Outlook

2004 was a year of strong growth across the world with the global
economy expanding by around 5%. The UK too did well, growing at
more than 3%, the fastest rate since 2000 with unemployment and
inflation remaining low and stable.

The coming year may see growth slower than the rate achieved in
2004. Internationally, growth in the American and Chinese economies
may moderate, while in the UK, interest rate rises during 2004 may
have an impact on household spending.

Summary

2004 was a year in which the Group continued to make very good
progress. We have a strong management team in place and benefit
from a committed and highly professional workforce, a distinctive
portfolio of businesses and a strong capital base. We look forward
to the future with confidence.

Matthew W Barrett
Chairman



Group Chief
Executive’s statement

“Barclays had a record year
in 2004, with profit before
tax up 20% and dividends
increased by 17%. The task of
every generation of leadership
is to take performance to the
next level and that is what we
are determined to do. | want
the new era of leadership,
building on the profound
transformation of the last years,
to be characterised by growth.”

John Varley, Group Chief Executive

»»> Customers doing more business with us

Barclays had a record year in 2004, demonstrating the strength and
flexibility of its strategy. A combination of good returns from prior
investment and the continued strong pace of investment during 2004
means that we are in good shape to deliver profitable growth in the
future.

Profit before tax increased by 20%. Our return on equity was 19%.
Asset quality remained strong. We maintained our strong capital
position, with a tier 1 capital ratio of 7.6%. We increased the
dividend 17%.

The task of every generation of leadership is to take performance to
the next level and that is what we are determined to do. | want the
new era of leadership, building on the profound transformation of the
last years, to be characterised by growth. Looking back at it, growth
was what 2004 was all about.

Our financial performance is built on a clear and simple understanding
of what Barclays exists to do: we move, lend, invest and protect money,
for customers and clients of all kinds. By doing this we achieve our
overall business purpose: this is to help our customers and clients
achieve their goals. We hope thereby to create value for them and earn
their loyalty. If we do this well we will deliver consistently good returns
to shareholders.

Our business model is that of a universal bank comprising businesses
that create additional value for shareholders beyond the sum of the
parts by virtue of the synergies inherent in the business mix.

We have a global perspective in developing our business. We are
seeking to produce a blend of earnings drawn from our businesses in
the UK and from high growth global product businesses and selected
retail and commercial banking businesses outside the UK.

You can see our approach at work in how we performed during 2004.
We saw earnings surge in businesses with strong overseas exposure
such as Barclays Capital and Barclays Global Investors, and in the
Private Clients and International businesses.

You can also see it in our strategic decisions during the year.

We acquired Juniper Financial Corporation to create a US arm for
our international credit card strategy; and we are in negotiations to
acquire a controlling stake in Absa, one of the leading banks in the
Republic of South Africa.



Increase
in profit
before tax
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Our efforts in 2004 were directed at advancing our four strategic
priorities. These are: building the best bank in the UK; growing our
global product businesses (credit cards, investment banking,
institutional money management and wealth management); extending
our presence in selected retail and commercial banking markets
outside the UK (Spain and Africa are good examples of this); and
creating operational excellence. At the heart of all four priorities is our
commitment to strengthen franchise health, by which we mean our
relationships with customers and clients, the engagement of our
colleagues, and our contribution to the communities in which we live
and work.

We formed UK Banking, which is run by Roger Davis, a year ago by
combining Business Banking with most of what was then Personal
Financial Services. In UK Banking we saw the strong profit growth
generated by UK Business Banking somewhat diluted by broadly flat
earnings in the UK Retail Banking business. Although it is clear that we
must lift our performance in UK Retail Banking, the headline profit
figure here masks better underlying performance year on year. We
have been investing heavily in front-line people, in infrastructure, and
in branch-based technology. We are looking for these investments to
bear fruit during 2005. The best fruit, of course, will be rising
customer satisfaction among retail customers driving further growth
in business flows.

All our global product businesses delivered good results. Partly this is
the consequence of very strong organic performance — | am referring
here in particular to Barclays Capital and Barclays Global Investors
where the results were sparkling. In Private Clients, the sharp lift in
profits was attributable to acquisitions made in 2003 as well as to
good organic performance.

It gives me considerable satisfaction to be able to report another
record year at Barclays Capital, which is run by Bob Diamond.
Investors look for consistency and sustainability: the compound annual
growth rate in economic profit at Barclays Capital over the last three
years has been 26%. The record achievement of 2004 was in an
environment where corporate issuance volumes in the US and Europe
were down, where interest rates were rising, and where volatility, on
which investment banks generally thrive, was quite low.

At Barclays Global Investors, chaired by Bob Diamond, profit before
tax has more than quadrupled in the last three years; this speaks of
satisfied clients. Our investment track record in Barclays Global
Investors, across all asset classes and durations, singles us out as a
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harbour of dependability in a very turbulent sea. You can see this in
the net new asset flow, which amounted to $118bn during the year.
Financial performance has partly been driven by successful innovation:
we have continued to see very substantial demand for exchange traded
funds — which we call iShares — which are the fastest growing new fund
complex in US history. We now have around $130bn assets in iShares
as part of total assets under management of $1.36 trillion.

Profit growth at Barclaycard, which is run by Gary Hoffman, was more
muted this year, partly because the interest rate environment was
tougher and partly because we continued to invest heavily in growing
our customer base in the UK and in developing Barclaycard
International. The UK regulatory and consumer environment continues
to be challenging. The international business performed well in core
markets — Spain and Germany — and the Juniper acquisition in the US,
although small, is strategically significant.

Private Clients — our wealth management business — staged a strong
recovery in 2004. The acquisition of Gerrard (completed at the end of
2003) has given a boost to the business, as has Charles Schwab
Europe, which we acquired at the beginning of 2003. From 1st January
2005, Bob Diamond took on responsibility for our Private Client
businesses. I look to Private Clients to be one of our growth engines
for the future.

International Retail and Commercial Banking, which is run by David
Roberts, delivered good growth during the year. The strong
performance was broadly based, but was driven primarily by progress
in our businesses in the Iberian peninsula, Africa, the Middle East and
our joint venture in the Caribbean. The Spanish business is doing well;
we are pleased with our acquisition of Banco Zaragozano and the
merging of our two businesses in Spain is stimulating strong new
business flows. For example, lending is up 13% and Openplan
mortgage balances are up 63%.

In September, we announced that we were in negotiations to purchase
a majority stake in Absa. We have completed due diligence. The
Regulatory Authorities are considering our applications and we are
working with them. This transaction would increase our earnings
generated outside the UK and provide a strong position in a rapidly
growing and well run emerging market.

The fourth component of our Group Strategy is operational excellence.
We regard strong franchise health with customers, employees and
communities as a proxy for future growth. So we attach great
importance to this strategic priority.

Colleagues: significant improvement in employee opinion survey results



Group Chief Executive’s statement

In 2004, we received widespread recognition for our policies in a range
of areas, including financial inclusion, community involvement, staff
pensions, outsourcing, partnership with our trade union partner,
Amicus, and disability. This recognition is important because it
demonstrates that we take seriously the issues that concern our
customers, our employees, and society at large and that we are taking
positive action.

The outlook for 2005 is good as a result of balance sheet growth and
investments made in 2004. We are targeting double digit income
growth and will continue to invest in the organic development of the
business. We intend that cost growth should be broadly in line with
income growth and we will manage costs carefully through the year
in the light of income performance. Asset quality is strong, and the
risk dials are stable. But we must acknowledge that 2004 was a very
benign year for provisions where we benefited from a charge lower
than it would be reasonable to expect in 2005. Overall, we take
nothing for granted, but 2005 should be a year in which we can
move forward confidently.

We are in business to help our customers achieve their goals.

Our ability to earn our customers’ loyalty, to win more of their
business, and our success in recruiting new customers, depends
entirely on the quality of our people. We have great people in Barclays
and my thanks go to all of them, throughout the world, who have
coped well with continuing change and with the demands placed upon
them. That Barclays delivered the best year in its long history in 2004
is, more than anything else, a tribute to them.

John Varley
Group Chief Executive

»»> Widespread recognition for community involvement
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GCroup Finance Director’s review

“Barclays performed very
strongly in 2004 delivering
record profit before tax, up
20% at £4,603m. There was
good momentum across all
the business divisions and
broadly based income growth.
The results confirm that our
strategy is delivering.”

Naguib Kheraj, Group Finance Director

Dividend per share increased 17%

Profit before tax at £4,603m was up 20%. Return on average
shareholders’ funds was 19% and the total dividend payout rose 17%.
Earnings per share increased 21%. Economic profit' was up 32%, well
ahead of our goal and a reflection of tight capital management as well
as good business performance. Our capital position remained healthy,
with a tier 1 ratio of 7.6%. Income rose 12%. This increase was broadly
based and was a key driver of the Group’s strong performance. We
continued to invest heavily and this was reflected in the costs which
were 15% higher. Provisions fell by 19%, reflecting a sharp fall in non-
performing and potential problem loans as well as good asset quality.

Business Performance’

There was good growth in profit before tax across all our business
divisions with momentum in the core UK businesses and in our global
product businesses. Our increasingly diverse and distinctive business
mix is well positioned for future growth.

UK Banking grew profit before tax by 9%, driven primarily by a very
strong performance in UK Business Banking, where profit before tax
was up 19%, and broadly flat profit before tax performance in UK
Retail Banking. At a seminar for investors in October 2004, UK Banking
committed to a goal of reducing its cost:income ratio by 2% per
annum for each of the three years 2005, 2006 and 2007.

UK Business Banking performed strongly with good income growth,
up 8%, tight cost management and very good risk management
accentuated by one large recovery.

In UK Retail Banking the focus in 2004 was on restructuring the
business which included investing heavily in additional customer facing
staff, upgrading branch management and investing in technology.
There were encouraging signs of progress in 2004 with good balance
growth in current accounts, premier and small business but a weaker
contribution from mortgages where the impact of a decline in the
back book, rising base rates and a fall in early redemption income
impacted its contribution. Costs increased 3% with almost half of the
increase attributable to the new regulatory environment, particularly
in the mortgage and general insurance businesses. Provisions fell 44%,
reflecting the overall quality of the loan portfolio but also a release of
provisions in the mortgage business.

T Economic profit (EP) is defined as profit after tax and minority interests plus
certain gains (and losses) reported within the statement of total recognised
gains and losses where they arise from the Group’s business activities and are
in respect of transactions with third parties, less a charge for the cost of average
shareholders’ funds (which includes purchased goodwill).

2The analysis of results by business includes goodwill amortisation. This differs
from that included in the results announcement dated 10th February 2005,
where the analysis of results by business excludes goodwill amortisation.

Earnings per share increased 21%



Group Finance Director’s review
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»»> Return on average shareholders’ funds 19%

10

Profit before tax in Private Clients and International was up 60%.
The improved performance in this division reflected the benefits of
prior year investments — both organic and by acquisition — helped by
stronger markets. This included a significantly improved performance
from the closed life assurance activities.

Profit before tax in Private Clients, for the ongoing business, increased
42% benefiting from strong income growth and good cost control.
The integrations of Charles Schwab Europe and the Gerrard business
progressed well. In International, profit before tax increased by 14%.
This represented good progress across all geographies: Africa; Spain;
Portugal; France; Italy; and the Caribbean. The merging of Banco
Zaragozano with Barclays Spain to create one Spanish business is well
ahead of schedule and there has been a very good response amongst
the Banco Zaragozano network to Barclays products.

Barclaycard delivered profit before tax growth of 5% in a year where
volume growth more than compensated for the impact of successive
interest rate rises and intense competition. Income growth was 6%.
There was a high level of investment in both the UK business and
internationally, managed within cost growth of 6%. Performance was
strong in our multi-branded business such as Monument and FirstPlus.
Barclaycard International delivered a profit of £8m (2003: £4m) despite
absorbing significant ongoing investment. The acquisition of Juniper
was an important strategic move into the US credit card market.

Barclays Capital had another record year, with profit before tax up
25%. Income grew by 24%, reflecting the return on investment in prior
years. Client activity was up sharply, leading to good volume growth in
both primary and secondary markets. A significant level of investment
for future revenue growth was funded by the business and reflected in
costs which grew 37%. Approximately 50% of the cost base is variable
and despite the significant growth in staff numbers, income per head
remained broadly flat.

Barclays Global Investors (BGI) had another excellent year with profit
before tax up 85%. Profits have more than quadrupled during the last
three years. Income grew 33% and assets under management were
£709bn (2003: £598bn). BGI continued to diversify its product range
and in particular made significant advances in exchange traded funds
(iShares) where it is the market leader.

Capital Strength

Our capital position and strong credit rating are sources of
competitive advantage. At the end of 2004, our risk asset ratio was
11.5%, and our tier 1 capital ratio was 7.6%. This strong capital



position enhances our ability to pay dividends and invest confidently in
business growth. When we look at the balance sheet, we focus capital
management on five areas: maintaining our double A credit rating;
generating sufficient capital to support weighted risk asset growth in
the business; financing corporate activity, delivering dividend growth;
and using share buy backs to manage any excess capital. In 2004 we
bought back almost £700m of stock.

Goals

2004 marked the start of our new four-year goal period that will
operate for 2004 to 2007 inclusive. Continuing to make public our
stretching goals has had a positive impact across Barclays.

Our primary goal is to achieve top quartile Total Shareholder Return
(TSR) on a sustained basis, relative to our peer group.' TSR is the sum
of share price appreciation and dividends treated as if reinvested in
Barclays shares. We believe that relative TSR is the most effective and
relevant way of measuring Barclays value creation. It aligns the
interests of employees with those of shareholders. At the end of 2004,
Barclays was top relative to its peer group of international financial
services comparators with a TSR for the year of 23.1%. This was
almost double the average for UK banks and for the FTSE 100

market Index.

We are also targeting a compound annual growth of economic profit
of between 10% to 13% for the four-year goal period. We believe that
achieving this level of growth in economic profit should enable us to
deliver our primary goal of top quartile total shareholder return.

In 2004, economic profit increased by 32% positioning us well ahead
of the goal.

Outlook

Barclays performed strongly in 2004 and there is good momentum
from the strong balance sheet growth and expansion in assets under
management. We have also been investing heavily and feel confident
about our ability to convert such investment into future profit growth.
We therefore plan for 2005 to be another year of progress.

Naguib Kheraj
Group Finance Director

TTSR above is calculated on a gross dividend reinvestment basis.
2Peer group for 2004: ABN Amro, BBVA, BNP Paribas, Citigroup, Deutsche Bank,
HBOS, HSBC, JP Morgan Chase, Lloyds TSB, Royal Bank of Scotland and UBS.

Total shareholder return for the year 23%
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Corporate responsibility

Corporate Responsibility

Following the 2003 review conducted by the Board into Barclays
approach to corporate responsibility, we made good progress against
our objectives in 2004.

As a UK based company, currently we are furthest advanced in a
number of fields in the UK. While we have a thriving community
programme in Africa, and our Environmental Management System
is in operation in many countries in which we operate, one of our
priorities for 2005 is to extend the reach of our overall approach
to corporate responsibility to other regions around the world.

During the year we:

+ committed £32m in support of the community in the UK and
internationally, including £11.2m of UK charitable donations;

* launched Barclays Spaces for Sports, a three-year £30m investment
in community sports facilities;

+ continued and upgraded our investment in established
programmes for the community, equality and diversity, and the
environment;

+ built on our reputation as a pioneer and leader in the field of
financial inclusion;

+ delivered a ground-breaking deal with Amicus UNIFI, providing
excellent terms and conditions for colleagues impacted by
offshore outsourcing;

+ developed a clear statement on human rights, and continued our
participation in the Business Leaders Initiative on Human
Rights; and

+ made good progress in adapting our branches and offices to be
fully accessible to customers with disabilities.

Governance
Good governance is the basis from which we manage our approach
to corporate responsibility.

Brand and Reputation Committee

At the beginning of 2004, we established a Brand and Reputation
Committee (‘the committee’) as a sub-committee of Group Executive
Committee. The committee exists to protect and enhance the Barclays
brand by considering issues that could affect the Group’s reputation, to
act as a think-tank for the development of our corporate responsibility
agenda and to assess our progress as a responsible organisation.

The committee includes divisional Chief Executives, heads of key
central support areas and those Directors with responsibilities
for specific aspects of the corporate responsibility agenda.

Corporate Responsibility Report 2004 — available from 28th April 2005 at www.barclays.com or e-mail
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The Community and Social Affairs Committee, the Global Diversity
Council and the Environmental Steering Group are sub-committees
of the committee and submit a report to the Brand and Reputation
Committee after their regular meetings, as does the Public

Policy Forum.

Board Governance Standard

As described in the Risk Management section of this report, Board
Governance Standards are a key component of good governance and
business practice across Barclays. They form the foundation of our
system of internal control and governance, consistent with the
Turnbull Guidance for Directors on Internal Control.

In 2004, we developed a Board Governance Standard on corporate
responsibility. This was agreed by the Board Risk Committee in May,
and is currently being embedded into our operations worldwide.

The Corporate Responsibility Director is accountable to the Board for
the operation of the standard, and the standard is subject to annual
review by the Board Risk Committee.

The standard sets out our definition of corporate responsibility —
‘business behaviour that is likely to engender the trust and
commitment of stakeholders towards the company’ — and highlights
our need to ensure that:

* customers are treated fairly;

* suppliers adhere to the moral and ethical standards required by
the Group;

* we consider the impact of business decisions or activity on the
communities in which the Group operates;

* we identify and manage/reduce the environmental impact of the
Group’s activities; and

* we create an inclusive environment for employees.

Recognition

We were the proud recipients of the 2004 National Business Award
for Corporate Social Responsibility. The judges were looking for the
organisation that could best demonstrate a company-wide
commitment to corporate responsibility and that had a strategy
embedded in the business, together with examples of policies or
projects that benefited the local community. The award was collected
by the Chairman at a ceremony in November 2004.

We were ranked in the top ten of 100 companies by Business in
the Community in this area. Additionally, we retained membership
of the Dow Jones Sustainability Indices and the FTSE4Good ethical
index series.



Other highlights were that we:

pledged £5m to support the work of the Mandela Trust and
Legacy Organisations;

completed the rollout of our HIV/Aids Health and Wellbeing
programme for employees and their families across our African
operations including in South Africa, Botswana, Zambia, Zimbabwe,
Kenya, Tanzania, Uganda and Ghana;

provided basic banking through our Cash Card account to over
300,000 UK customers under our programme to tackle
financial inclusion;

made more than £1bn of new loan commitments to Housing
Associations for the regeneration of social housing;

extended our application of the Equator Principles to project
finance transactions below US$50m as part of our commitment
to the environment and responsible lending;

saw over 25,000 employees and pensioners worldwide take part
in Barclays-supported fundraising and volunteering activities;
received 1SO 14001 certification for Barclays in Spain.

Accountability
We report our progress on corporate responsibility issues in a variety
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Supporting credit unions

We provide funding for the Association of British Credit Unions
Limited to pilot the PEARLS system with selected UK credit
unions. PEARLS is a financial monitoring and business-planning
tool developed by the World Council of Credit Unions. In 2004
we published a report on the trial. It concluded that PEARLS
was invaluable in helping credit unions grow, serve their
customers better and therefore play a key role in tackling
financial exclusion. As a direct result of the success of the pilot,
Barclays agreed to fund the rollout of PEARLS to a further

11 credit unions.

Tackling HIV/Aids in Africa and the Middle East

In Africa and the Middle East, we have developed a pioneering
Health and Wellbeing programme to help prevent the spread of
HIV/Aids and to give employees who have the disease the option
of receiving first-class treatment.

Through the programme, in 2004 we funded the provision of
anti-retroviral drugs to all HIV-positive employees and up to
three registered dependants per employee in all countries in

of ways: through meetings with shareholders, politicians and NGOs;
through ethical index and corporate governance questionnaires;
through presentations at conferences and, primarily, through our
annual Corporate Responsibility Report available in print and online.

Africa and the Middle East in which we operate. To help educate
employees, we produced an online HIV/Aids training course.
And in the community, we funded projects including the first
after-school centre for Aids orphans in South Africa, and
supported non-governmental organisations such as Voluntary
Services Overseas in their work with those impacted by HIV/Aids.

Managing the impact of our lending

Some of our most significant social influences come through
the provision of finance to businesses or development projects.
We work with our larger corporate clients worldwide, alongside
external specialists, to ensure projects we finance meet
international environmental and social standards including the
Equator Principles, which provide a framework for financial
institutions to manage environmental and social dimensions of
project financing. The Principles were drafted by four banks,
including Barclays, and launched in 2003. At the end of 2004,
27 financial institutions had adopted the Principles, accounting
for over 80% of cross-border project finance.

corporate.responsibility@barclays.co.uk to request a copy



Corporate responsibility

The September launch of Barclays
Spaces for Sports, a three-year £30m
investment in community sports
facilities that made Barclays the biggest
corporate investor in grassroots sport
in the UK.

Richard Hamilton, Barclays Assistant
Corporate Responsibility Director, in
Katlehong Township in Johannesburg,
at a creche for orphaned children linked
to the Heartbeat Centre for Community
Development, which Barclays supports.

Under the Barclays Earthwatch
Fellowship programme, 10 employees
from the UK and Africa joined two-
week environmental research projects
in Tanzania, Kenya and South Africa.
Pictured is Phil Burfield working on

a project in Robben Island in South
Africa to document the distribution

of penguins at sea and identify areas
where they are at risk from oil spills and
competition from commercial fisheries.

Barclays has established a contract with
Green-Works to distribute its redundant
office furniture and equipment to
schools, charities and start-up
businesses.

Employees from the Barclays
Birmingham Loan Servicing Centre
during a cultural celebration day held
during 2004.

In 2005, around 5,000 employees in

12 London offices will move to Barclays
new global headquarters in London’s
Canary Wharf. The building was
designed to meet high environmental
standards, and has been rated ‘excellent’
in an independent assessment using the
Building Research Establishment
Environmental Assessment Method.

> Winner of the 2004 National Business Award for Corporate Social Responsibility
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Directors and Officers

Directors and Officers of Barclays PLC
and Barclays Bank PLC

1 Matthew William Barrett, Chairman (age 60) was appointed as
Chairman on 1st September 2004. He had been Group Chief Executive
since October 1999, when he joined the Board. He joined Barclays
from Bank of Montreal where he was Chairman and Chief Executive
Officer. He joined the Bank of Montreal in 1962. In 1994, he became
an Officer of the Order of Canada, the country’s highest civilian
honour, and in 1995, he was awarded the title of Canada’s Outstanding
CEO of the Year. He is a Member of the International Advisory Board of
British American Business Inc., the Federal Reserve Bank of New York’s
International Advisory Committee, Institut International D’Etudes
Bancaires, the Chartered Management Institute, and the European
Financial Services Round Table. He chairs the Board Corporate
Governance and Nominations Committee.

2 Thomas David Guy Arculus® (age 58) joined the Board in February
1997. He is Chairman of O, plc and the UK Government’s Better
Regulation Task Force. He is also a member of the Finance Committee
of Oxford University Press. His previous positions include Chairman

of Severn Trent plc, Earls Court and Olympia Group Limited and IPC
Group Limited, and Group Managing Director of EMAP plc. He is a
member of the Board HR and Remuneration Committee and the Board
Corporate Governance and Nominations Committee.
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3 Sir Richard Broadbent(@), Senior Independent Director (age 51)
joined the Board in September 2003. He was appointed Senior
Independent Director on 1st September 2004. He is Chairman of
Arriva plc and was previously the Executive Chairman of HM Customs
and Excise from 2000 to 2003. He was formerly a member of the
Group Executive Committee of Schroders plc and a non-executive
Director of the Securities Institute. He is a member of the Board HR
and Remuneration Committee, the Board Corporate Governance and
Nominations Committee and the Board Risk Committee.

4 Richard Leigh Clifford® (age 57) joined the Board on 1st October
2004. He is Chief Executive of Rio Tinto, having worked for the

Rio Tinto Group since 1970. He has extensive experience of managing
a business that operates in a number of global regions. He was
previously Chairman of the Coal Industry Advisory Board of the
International Energy Agency and until May 2004, a Director of
Freeport-McMoran Copper & Gold Inc.

5 Professor Dame Sandra June Noble Dawson(®) (age 58) joined the
Board in March 2003. She is currently KPMG Professor of Management
Studies at the University of Cambridge, and has been Director of the
Judge Institute at Cambridge since 1995, and Master of Sidney Sussex
College, Cambridge since 1999. Professor Dawson has held a range of
non-executive posts in organisations including Rand Europe (UK), the
Society for the Advancement of Management Studies, JP Morgan
Fleming Claverhouse Investment Trust, and Riverside Mental Health
Trust. She was also a member of the Senior Salaries Review Board.

She is a member of the Board Audit Committee.

6 Sir Andrew Likierman(@ (age 61) joined the Board on 1st September
2004. He was previously Managing Director, Financial Management,
Reporting and Audit and Head of the Government Accountancy
Service at HM Treasury. He is Professor of Management Practice

in Accounting at the London Business School and a non-executive
Director of the Bank of England and MORI Group Limited. He is a
member of the Board Audit and Board Risk Committees.
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7 Sir Nigel Rudd, DL®), Deputy Chairman (age 58) joined the Board
in February 1996. He is non-executive Chairman of Pilkington PLC,
Pendragon PLC and Boots Group PLC. He was formerly Chairman

of Kidde PLC. He is Chairman of the Board HR and Remuneration
Committee and a member of the Board Corporate Governance and
Nominations Committee.

8 Stephen George Russell® (age 59) joined the Board in October
2000 on completion of the acquisition of Woolwich plc. He joined
Woolwich plc’s Board as a non-executive Director in 1998. He was
Chief Executive of Boots Group PLC from 2000 until 2003. He is
Chairman of the Board Audit Committee and Board Risk Committee
and is a member of the Board Corporate Governance and Nominations
Committee.

9 Dr Jiirgen Zech® (age 65) joined the Board in July 2002. Dr Zech
is Chairman of Denkwerk GmbH. He retired as Chief Executive of
Gerling-Konzern, the general insurance arm of Gerling, at the end
of 2001. He is a non-executive Director of Misys PLC and Partner,
Re Limited. He is a member of the Board Audit Committee.

10 John Silvester Varley®X©), Group Chief Executive (age 48) was
appointed as Group Chief Executive on 1st September 2004, prior to
which he had been Group Deputy Chief Executive from Tst January 2004.
He held the position of Group Finance Director from 2000 until the end
of 2003. He joined the Group Executive Committee in September 1996
and was appointed to the Board in June 1998. He was Chief Executive

of Retail Financial Services from 1998 to 2000 and was Chairman of the
Asset Management Division from 1995 to 1998.
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11 Roger William John Davis®(), Chief Executive, UK Banking

(age 48) was appointed as Chief Executive of UK Banking on

1st January 2004 and joined the Board on the same date. He joined
Barclays in February 1997 and his previous roles for the Group include
Chief Executive of Business Banking and Chairman and Chief Executive
of Barclays Capital, Asia Pacific. He joined the Group Executive
Committee in February 2003. Before joining Barclays, he spent

12 years in the British Army and began his City career at Robert
Fleming & Co where he was a member of the Board of Jardine Fleming
Holdings and Managing Director of Jardine Fleming India.

12 Robert Edward Diamond Jr(©), Chief Executive, Barclays Capital,
Chairman, Barclays Global Investors, and Chief Executive, Private
Clients (age 53) was appointed as Chief Executive, Barclays Capital

in October 1997 and Chairman, Barclays Global Investors in August
2002. From 1st January 2005 he also assumed responsibility for the
Barclays Private Clients business. He joined Barclays in July 1996 from
CSFB where he was Vice-Chairman and Head of Global Fixed Income
and Foreign Exchange. He was appointed to the Group Executive
Committee in September 1997.

13 Gary Andrew Hoffman®(), Chief Executive, Barclaycard (age 44)
was appointed as Chief Executive of Barclaycard in September 2001
and joined the Board on 1st January 2004. He joined the Group in
1982 and has held a variety of management positions, as well as
sitting on the Executive Committee of Retail Financial Services and
being a member of the Group Operating Committee. He joined the
Group Executive Committee in 2001.
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14 Paul Thomas Idzik(©), Chief Operating Officer (age 44) joined
the Executive Committee and became Chief Operating Officer

in November 2004. He is also Chairman of the Group Operating
Committee. He was formerly Chief Operating Officer of Barclays
Capital. He joined Barclays Capital in August 1999 following a career
with Booz Allen & Hamilton where he was a Partner and senior
member of the Financial Institutions Practice.

15 Naguib Kheraj®(©), Group Finance Director (age 40) was appointed
as Group Finance Director and joined the Board on 1st January 2004.
He had previously held the positions of Chief Executive of Barclays
Private Clients, Deputy Chairman of Barclays Global Investors, Global
Head of Investment Banking and Global Chief Operating Officer at
Barclays Capital. He joined the Group Executive Committee in March
2003. Before joining Barclays, he was a Managing Director and held
the position of Chief Financial Officer for Europe at Salomon Brothers.

16 David Lawton Roberts®(©), Chief Executive, International Retail
and Commercial Banking (age 42) was appointed as Chief Executive,
International Retail and Commercial Banking on 1st January 2005.

He was formerly Chief Executive of Private Clients & International from
1st January 2004 and joined the Board on the same date. He joined the
Group in 1983 and has held various management positions, including
Chief Executive of Personal Financial Services and Chief Executive of
Business Banking. He joined the Group Executive Committee in 2001.
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Current Group Executive Committee members Appointed to Group
Executive Committee

John Varley Group Chief Executive 1996
Roger Davis Chief Executive, UK Banking 2003
Robert Diamond Chief Executive, Barclays Capital

Chairman, Barclays Global Investors

Chief Executive, Private Clients 1997
Cary Hoffman Chief Executive, Barclaycard 2001
Paul Idzik Chief Operating Officer 2004
Naguib Kheraj Group Finance Director 2003
David Roberts Chief Executive,

International Retail and

Commercial Banking 2001
Other officers Appointed to position
Lawrence Dickinson Company Secretary 2002
Patrick Gonsalves Joint Secretary,

Barclays Bank PLC 2002
Mark Harding Ceneral Counsel 2003
Robert Le Blanc Risk Director 2004
Colin Walklin Director of Finance 2002
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Profit Attributable

The profit attributable to shareholders for the year amounted to
£3,268m, compared with £2,744m in 2003.

Dividends

The final dividends for the year ended 31st December 2004 of 15.75p
per ordinary share of 25p each and 10p per staff share of £1 each have
been approved by the Directors. The final dividends will be paid on
29th April 2005 in respect of the ordinary shares registered at the
close of business on 25th February 2005 and in respect of the staff
shares so registered on 31st December 2004. With the interim
dividends of 8.25p per ordinary share and of 10p per staff share that
were paid on 1st October 2004, the total distribution for 2004 is 24.0p
(2003: 20.50p) per ordinary share and 20p (2003: 20p) per staff share.

The dividends for the year absorb a total of £1,538m (2003: £1,340m).

Dividend Reinvestment Plan

Ordinary shareholders may have their dividends reinvested in Barclays
PLC ordinary shares by participating in the Dividend Reinvestment
Plan. The Plan is available to all ordinary shareholders provided that
they do not live in, or are subject to the jurisdiction of, any country
where their participation in the Plan would require Barclays or The
Plan Administrator to take action to comply with local government
or regulatory procedures or any similar formalities. Any shareholder
wishing to obtain details of the Plan and a mandate form should
contact The Plan Administrator to Barclays at The Causeway,
Worthing, BN99 6DA. Those wishing to participate for the first time
in the Plan should send their completed mandate form to The Plan
Administrator so as to be received by 8th April 2005 for it to be
applicable to the payment of the final dividend on 29th April 2005.
Existing participants should take no action unless they wish to alter
their current mandate instructions, in which case they should contact
The Plan Administrator.

Share Capital

During the year, Barclays PLC purchased in the market for cancellation
140.1 million of its ordinary shares of 25p at a total cost of £699m as
part of its programme of returning excess capital to shareholders.
These transactions represented some 2.17% of the issued ordinary
share capital at 31st December 2004. As at 28th February 2005 (the
latest practicable date for inclusion in this report), the Company had
an unexpired authority to repurchase further shares up to a maximum
of 930.4 million ordinary shares of 25p.

The ordinary share capital was increased by 31.0 million ordinary
shares during the year as a result of the exercise of options under the
SAYE and Executive Share Option Schemes. At 31st December 2004
the issued ordinary share capital totalled 6,454 million shares.

Substantial Shareholdings

As at 28th February 2005, the Company had not been notified of any
major interests in its shares as required by sections 198 to 208 of the
Companies Act 1985.

Board Membership

The membership of the Boards of Directors of Barclays PLC and
Barclays Bank PLC is identical and biographical details of the current
members are set out on pages 16 to 18. Roger Davis, Gary Hoffman,
Naguib Kheraj and David Roberts were appointed as executive
Directors with effect from 1st January 2004. Sir Andrew Likierman
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and Leigh Clifford were appointed as non-executive Directors with
effect from 1st September 2004 and 1st October 2004, respectively.
Sir Peter Middleton and Sir Brian Jenkins both retired from the Board
on 1st September 2004, at which time Matthew W Barrett became
Chairman and John Varley became Group Chief Executive. Dame
Hilary Cropper, who served as a Board member since 1998, died on
26th December 2004. Christopher Lendrum retired from the Board
on 31st December 2004.

Retirement and Re-election of Directors

In accordance with its Articles of Association, one-third (rounded
down) of the Directors of Barclays PLC are required to retire by
rotation at each Annual General Meeting (AGM), together with
Directors appointed by the Board since the last AGM. The retiring
Directors are eligible to stand for re-election. In addition, under the UK
Combined Code on Corporate Governance, every Director should seek
re-election by shareholders at least every three years.

The Directors retiring by rotation at the 2005 AGM and offering
themselves for re-election are Matthew W Barrett, David Arculus,

Sir Nigel Rudd and John Varley. In addition, Sir Andrew Likierman and
Leigh Clifford, who were appointed as Directors since the last AGM,
will be offering themselves for re-election at the 2005 AGM. Dr Jiirgen
Zech, who joined the Board in 2002, will be retiring at the AGM and is
not seeking re-election.

Directors’ Interests

Directors’ interests in the shares of the Group on 31st December 2004,
according to the register maintained under the Companies Act 1985,
are shown on page 39. The register is available for inspection during
business hours at the Group’s Head office and will be available for
inspection at the 2005 AGM.

Directors’ Emoluments

Information on emoluments of Directors of Barclays PLC, in accordance
with the Companies Act 1985 and the Listing Rules of the United
Kingdom Listing Authority, is given in the Corporate Governance
Report on pages 31 to 39 and in Note 46 to the accounts.

Activities

Barclays PLC Group is a major global financial services provider
engaged in retail and commercial banking, credit cards, investment
banking, wealth management and investment management services.
The Group operates through branches, offices and subsidiaries in the
UK and overseas. The activities of the Group are described on pages 89
and 90 and developments in the Group’s business during the year and
an indication of likely future developments are analysed in the
Financial review on pages 92 to 121, with additional information on
potential risk factors discussed on pages 42 and 43.

Community Involvement
The total commitment for 2004 was £32m (2003: £32.8m).

Barclays committed £29.5m in support of the community in the UK
(2003: £29.4m) and £2.5m was committed in international support
(2003: £3.4m). UK commitment includes £11.2m of charitable
donations (2003: £9.9m).

Barclays is a member of the Percent Club — a group of companies that
have undertaken to ensure that donations to the community over time
amount to at least 1% of their UK pre-tax profit.
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Barclays has an extensive community programme covering many
countries around the world. The Group provides funding and support
to over 6,500 charities and voluntary organisations, ranging from
small, local charities like Coyote Theatre in Teesside, UK to
international organisations like Sightsavers International. We also have
a very successful employee programme which in 2004 saw more than
25,000 employees and pensioners worldwide taking part in Barclays-
supported volunteering and fundraising activities. Further information
on our community involvement is given on pages 12 and 13.

Political Donations

No political donations were made during the year. At the AGM in 2002
shareholders gave a four-year authority for Barclays Bank PLC and a
number of other subsidiaries to make political donations and incur
political expenditure up to a maximum aggregate sum of £250,000
per annum as a precautionary measure in light of the wide definitions
in The Political Parties, Elections and Referendums Act 2000.

These authorities have not been used and it is not proposed that the
Group’s long-standing policy of not making contributions to any
political party be changed.

Employee Involvement

Barclays is committed to ensuring that employees share in the success
of the Company. Staff are encouraged to participate in share option
and share purchase schemes and have a substantial sum invested in
Barclays shares.

Employees are kept informed of matters of concern to them in a
variety of ways, including the corporate news magazine, the intranet,
briefings and mobile phone SMS messaging.

Barclays is also committed to providing employees with opportunities
to share their views and provide feedback on issues which are
important to them. An annual Employee Opinion Survey is undertaken
with results being reported to the Board HR and Remuneration
Committee, and roadshows and employee forums take place.

In addition, Barclays undertakes regular and formal Group, business unit
and project specific consultations with Amicus, our recognised union.

Equality and Diversity

Barclays is committed to giving full and fair consideration to
applications for employment from people with disabilities and to
continuing the employment of staff who become disabled and
arranging any appropriate training to achieve this.

Barclays respects and values people from all backgrounds and is
committed to becoming a more inclusive organisation with a
workforce that reflects the markets we serve.

The Barclays Equality and Diversity programme covers employee,
customer, supplier and community activities, wherever appropriate.

Health and Safety

Barclays is committed to ensuring the health, safety and welfare of its
employees and, as far as is reasonably practicable, to providing and
maintaining safe working conditions. This commitment goes beyond just
fulfilling its statutory legal obligations; the Bank has a wish to be proactive
in its management of health and safety in the workplace, and recognises
that this will strengthen both its physical and human resources.
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It is also recognised that in addition to its employees, Barclays has
responsibilities towards all persons on its premises, such as customers,
contractors, visitors and members of the public, and will ensure, as far
as is reasonably practicable, that they are not exposed to risks to their
health and safety.

The Board HR and Remuneration Committee will receive regular reports
on Health and Safety from the Human Resources Director.

Creditors’ Payment Policy

Barclays policy follows the DTI's Better Payment Practice Code, copies
of which can be obtained from the Better Payment Practice Group’s
website at www.payontime.co.uk. The Code states that a company
should have a clear, consistent policy, adhered to by the finance and
purchasing departments, that payment terms are agreed at the outset
and payment procedures explained to suppliers, that bills are settled in
accordance with payment terms agreed with suppliers, that complaints
are dealt with quickly and that suppliers are advised of disputes.
Barclays values its suppliers and acknowledges the importance of
paying invoices, especially those of small businesses, promptly.

Normal policy is to pay all small business purchases within 30 days.

Paragraph 12(3) of Schedule 7 to the Companies Act 1985 requires
disclosure of trade creditor payment days. Disclosure is required by the
Company, rather than the Group. The Group’s principal trading subsidiary
in the UK is Barclays Bank PLC, the accounts for which are prepared
under Schedule 9 of the Companies Act 1985. The components for
the trade creditor calculation are not easily identified in Schedule 9.
However, by identifying as closely as possible the components required
by the Schedule, the trade creditor payment days for Barclays Bank
PLC for 2004 were 34 days (2003: 40 days). This is an arithmetical
calculation and does not necessarily reflect our practice, which is
described above, nor the experience of any individual creditor.

The Auditors

The Board Audit Committee approves and reviews the appointment
of the external auditors, as well as their relationship with the Group,
including monitoring the Group’s use of the auditors for non-audit
services and the balance of audit and non-audit fees paid to the auditors.
More details on this can be found on pages 23 and 24 and Note 5 to
the accounts. Having reviewed the independence and effectiveness of
the external auditors, the Committee has recommended to the Board
that the existing auditors, PricewaterhouseCoopers LLP, be
reappointed. PricewaterhouseCoopers LLP have signified their
willingness to continue in office and ordinary resolutions reappointing
them as auditors and authorising the Directors to set their
remuneration will be proposed at the 2005 AGM.

The Annual General Meeting

The AGM will be held at The Queen Elizabeth Il Conference Centre on
Thursday 28th April 2005. The Notice of Meeting is included in a
separate document sent to shareholders with this report.

By order of the Board

Lawrence Dickinson
Company Secretary
10th March 2005
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Chairman’s Introduction

2004 has been a year of major change for Barclays. At the beginning
of the year we reorganised some of our businesses under new leaders.
In September, we completed our succession plans for the leadership of
the Group, four months ahead of schedule. The smoothness of the
transition was a testament to the robust and effective corporate
governance practices that we already had in place.

As Chairman, | recognise that good corporate governance practices
are the cornerstone of an effective organisation and this will be one of
my top priorities going forward. You will read in this report about the
enhancements that have been made to promote the highest standards
of corporate governance in Barclays. Of course, good corporate
governance depends on the quality and integrity of Directors and,
having conducted an independently facilitated review of overall Board
effectiveness, the Board concluded that it is functioning in a highly
effective manner. Nonetheless, areas for improvement were identified
and we will continue to challenge ourselves to improve our standards
further. Our goal is to ensure that Barclays is an exemplar organisation
in the field of corporate governance. Our existing framework is a
strong base upon which to build.
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Statement from Barclays PLC Board of Directors

The Combined Code on Corporate Governance

As a UK listed Company, Barclays is required to state whether it has
complied with the provisions set out in section 1 of the UK Listing
Authority’s Combined Code on Corporate Governance (the Code) and,
where the provisions have not been complied with, to provide an
explanation. We are also required to explain how we have applied the
principles set out in the Code.

For the year ended 31st December 2004, Barclays has complied with
the provisions and applied the principles of the Code as described
below. For the appointment of Matthew W Barrett as Chairman on

1st September 2004, we followed the Code’s recommendation on the
approach to take where a company’s Chief Executive becomes
Chairman. We consulted with our major institutional shareholders in
advance of the decision being made and sent a letter, explaining the
Board’s decision to all shareholders on 6th November 2003. That letter
was reproduced in full, together with some additional commentary, in
the 2003 Annual Report. A copy is available upon request to the
Company Secretary and is also available on the Company’s website,
www.investorrelations.barclays.co.uk. In addition, and in accordance
with best practice, Mr Barrett will be standing for re-election at this year’s
Annual General Meeting (AGM), his first AGM since becoming Chairman.

Board Structure

As at the date of this report, the Board consists of the Chairman, who
has no executive responsibilities, five executive Directors and eight
non-executive Directors, all of whom are considered to be
independent by the Board. The Board, excluding the Chairman, has a
majority of independent non-executive Directors.

During 2004, Sir Richard Broadbent and Sir Nigel Rudd, both of whom
are considered by the Board to be independent non-executive
Directors, were appointed as Senior Independent Director and Deputy
Chairman, respectively. The appointment of a Senior Independent
Director was considered by the Board to be an important enhancement
to its existing corporate governance practices. It ensured that the
Board had the required checks and balances in place when the Group
Chief Executive became Chairman.

Role of the Board

The Board is responsible to shareholders for creating and delivering
sustainable shareholder value through the management of the
Group’s businesses.

The roles of the Chairman and Group Chief Executive are separate and
the Board has agreed their respective responsibilities. The Chairman’s
main responsibility is to lead and manage the work of the Board to
ensure that it operates effectively and fully discharges its legal and
regulatory responsibilities. Non-executive Directors, based on their
breadth of knowledge and experience, challenge, monitor and approve
the strategy and policies recommended by the Group Chief Executive.

The Board has delegated the responsibility for the day-to-day
management of the Group to the Group Chief Executive. The Group
Chief Executive is supported in this by the Group Executive Committee,
which he chairs. This Committee comprises the Group Finance
Director, the heads of the Group’s major businesses and the Chief
Operating Officer. The Committee usually meets weekly to develop
strategies and policies for recommendation to the Board and to
implement the strategy approved by the Board.
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During the year, work commenced on a Charter of Expectations, which
sets out both the Role Profile and the behaviours and competencies
required for each role on the Board, namely Chairman, Deputy Chairman,
Senior Independent Director, non-executive Directors, executive Directors
and Committee Chairmen. The Charter will provide a yardstick against
which each Director’s effectiveness will be evaluated during 2005. A copy
of the Charter is available on the Group’s website www.barclays.com or
can be obtained by writing to the Company Secretary.

Appointment of Directors

The process for appointing new Directors to the Board is determined
by the Board Corporate Governance and Nominations Committee, the
operation of which is described on page 23. Criteria for the desired
background and competencies of new non-executive Directors are
agreed and reported to the Board before a search commences. The
Chairman, Group Chief Executive and at least two members of the
Committee interview each potential new Director, who has typically
been identified with the assistance of external search consultants,
before an appointment is recommended to the Board.

Induction and Training

On appointment to the Board and to Board Committees, all Directors
receive a comprehensive induction tailored to their individual
requirements. The induction, which is arranged by the Company
Secretary, includes meetings with senior management and key
external advisors, to assist them in building a detailed understanding
of how the Group works and the key issues it faces. Directors are
also encouraged to make site visits to see the Group’s operations.

In addition, investor bodies and major investors are given the
opportunity to meet with new non-executive Directors on their
appointment to discuss any concerns they have about the Group.

Where appropriate, additional training and updates on particular issues
are arranged by the Company Secretary. For example, during 2004,
members of the Board Audit Committee received briefings by the Group’s
external auditors on audit committee effectiveness and the valuation of
derivatives. Additional training for the Board Risk Committee has
included a presentation on Daily Value at Risk.

Board Effectiveness

During the year, a review was conducted of Board effectiveness. The
Board enlisted the services of the management consulting firm, Egon
Zehnder International, to facilitate a revised evaluation process for the
Board, Board Committees and individual Directors. The process was
based on a detailed questionnaire, which was sent to each Director,
supplemented by individual interviews. Peer group evaluation of
Directors was also undertaken as part of this process. A report on

the performance of the Board as a whole and of Board Committees
was made to the Board at its meeting in December 2004.

Feedback on the performance of Board Committees was shared with
the Committee Chairmen, while feedback on individual Directors was
discussed with the Chairman. The Chairman then held private meetings
with each Director to discuss the results and agree on developmental
areas. Feedback on the performance of the Chairman was provided to
Sir Richard Broadbent, the Senior Independent Director, who discussed
the results privately with the other non-executive Directors and the
Group Chief Executive before meeting with the Chairman. As a result of
the review, the Board concluded that it was operating in a highly effective
manner. Action plans have been developed in respect of those areas
identified for improvement.
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Board Meetings

The Board meets regularly, usually ten times a year, including a full day
each year devoted to the Group’s strategy. Regular items discussed at
Board meetings include the Group Finance Director’s Report reviewing
monthly financial information, the Group Chief Executive’s Report on
the key issues affecting the Group and its businesses, strategy updates
from the Group’s main businesses and Reports from the Chairmen of
the Board Audit, Risk, Corporate Governance and Nominations and HR
and Remuneration Committees.

The Board has a formal schedule of matters reserved to it, including
the approval of interim and final financial statements, significant
changes in accounting policy and practice, the appointment or
removal of Directors or the Company Secretary, changes to the
Group’s capital structure and major acquisitions, mergers, disposals
and capital expenditure.

The Chairman encourages open discussion and frank debate at
meetings. This gives the non-executive Directors the opportunity to
provide effective challenge to management. The Chairman meets
privately with all the non-executive Directors prior to each Board
meeting to brief them on the business being considered at the
meeting and to address any concerns they may have.

All Directors have access to the services of the Company Secretary and
his team. Independent professional advice is also available, on request,
to all Directors at the Company’s expense.

Independence of non-executive Directors

The Code set outs circumstances which may be relevant to the Board’s
determination of whether a non-executive Director is independent.
These include whether the Director has served on the Board for more
than nine years. The Board has carefully considered the issue of
independence and has concluded that the following behaviours are
essential for the Board to consider a Director to be independent:

» Provides objective challenge to management.

+ Is prepared to challenge others’ assumptions, beliefs or viewpoints
as necessary for the good of the organisation.

* Questions intelligently, debates constructively, challenges
rigorously and decides dispassionately.
Is willing to stand up to defend their own beliefs and viewpoints in
order to support the ultimate good of the organisation.

+ Has a good understanding of the organisation’s businesses and
affairs to enable them to properly evaluate information and
responses provided by management.

Sir Nigel Rudd has now served on the Board for more than nine years,
having been appointed in February 1996. The recent evaluation of
Directors reinforced the opinion of the Board that Sir Nigel remains
independent, notwithstanding his length of tenure. Sir Nigel
demonstrates each of the behaviours set out above and there is no
evidence that length of tenure is having an adverse impact on his
independence. The Board believes his experience and knowledge of
the Group’s business, combined with his external business experience,
enables him to provide both effective challenge and make a
constructive contribution to Board discussions. The Board considers
therefore that Sir Nigel continues to be independent.



The Board considers Sir Nigel’s continued chairmanship of the Board
HR and Remuneration Committee as essential for continuity. It will also
allow new members of the Committee to become fully effective while
the Board considers the succession to Chairman of the Committee.

Sir Richard Broadbent was appointed to the Board HR and Remuneration
Committee during the year and another member will be appointed
during 2005. The continued membership of both Sir Nigel and David
Arculus, who has served on the Committee since 1997, is considered
to be of particular importance in a period when the Group is
introducing a new long-term incentive plan.

Having considered the matter carefully, the Board has determined that
each of the non-executive Directors is independent. In line with the
Code’s recommendation, Sir Nigel will stand for re-election annually
by shareholders.

Board Committees

Specific responsibilities have been delegated to Board Committees,
which have access to independent expert advice at the Group’s expense.
The terms of reference for the principal Board Committees are available,
on request, from the Company Secretary and from the Company'’s
website at www.barclays.com. The principal Board Committees are the
Board Audit Committee, the Board HR and Remuneration Committee,
the Board Corporate Governance and Nominations Committee and the
Board Risk Committee. Membership of each Committee is set out in the
Directors’ biographies on pages 16 to 18.

Board HR and Remuneration Committee

During 2004, the remit of the Board Remuneration Committee was
extended to include reviewing strategic Human Resources (HR) issues
and it was renamed the Board HR and Remuneration Committee.

The Committee, chaired by Sir Nigel Rudd, meets at least four times a
year. It considers matters relating to executive reward, including policy
for executive Directors’ and senior executives’ remuneration and their
individual remuneration awards. The Committee approves changes to
incentive and benefits plans applicable to senior executives and
governs employee share schemes. Details of the Committee’s role

in governing Directors’ rewards are set out in Barclays Report on
Remuneration on pages 27 to 39.

The Committee also reviews strategic HR issues including, but not
limited to, employee retention, motivation and commitment; Equality
and Diversity; significant employee relations matters and the
availability of talent for senior roles below executive Director level.

Board Corporate Governance and Nominations Committee

The role of this Committee was also revised during the year and

the remit extended to include corporate governance issues.

The Committee was consequently renamed the Board Corporate
Governance and Nominations Committee. While the Committee met
only once during 2004, it will in future meet at least three times a year.

The Committee is responsible for considering matters relating to the
composition of the Board, including the appointment of new Directors,
making recommendations to the Board as appropriate. It also reviews
annually the succession plans for the Chairman and Group Chief
Executive and other key Board positions. The Chairman of the Board
chairs the Committee, except when the Committee is considering the
Chairman’s succession, in which case the Senior Independent Director
chairs the Committee.
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The Committee’s responsibilities were extended during the year to
cover corporate governance issues, including consideration of the
Group’s responses to important developments in corporate
governance and overseeing the annual performance evaluation of the
Board, each committee of the Board, the Chairman of the Board (led
by the Senior Independent Director), the Group Chief Executive and
individual Directors.

During 2004, the Committee reviewed the composition of the Board
and each of the Board Committees and determined its view of the
ideal mix of skills and experience required. It also reviewed the process
for appointing new Directors and appointed new external search
consultants to assist it in identifying potential new Directors.

In addition, the Committee reviewed and approved the approach

to Board, Board Committee and individual Director evaluation.

Board Audit Committee Chairman’s Statement

Membership

The Committee currently comprises four independent non-executive
Directors. During the year, the Board appointed Sir Andrew Likierman
as a member of the Committee and has determined him to be a
‘financial expert’ as defined by the US Sarbanes-Oxley Act of 2002 and
that he has ‘recent and relevant financial experience’ as recommended
by the Code.

Meetings

During 2004, the Committee met five times with senior management,
including the Group Chief Executive or Deputy Chief Executive, the
Vice-Chairman (Chris Lendrum), the Group Finance Director, the

Risk Director and the Internal Audit Director. The lead audit partner
of the external auditors, PricewaterhouseCoopers LLP, also attended
each meeting.

The Committee receives at each meeting comprehensive reports from
management and the internal and external auditors to enable it to
discharge its responsibilities. The key responsibilities of the Committee
are to approve and review the appointment and retirement of the
external auditors, as well as oversee their relationship with the Group
including consideration and approval of all audit and non-audit
services provided by the external auditor; to monitor the effectiveness
of and receive regular reports from the internal audit function; to
review the effectiveness of the Group’s risk management standards
and review reports on control issues of Group level significance; to
review the Group’s annual and interim financial statements, including
the effectiveness of the Group’s disclosure controls and procedures
and systems of internal control over financial reporting; to review
arrangements established by management for compliance with the
requirements of the Group’s regulators and to receive reports on the
effectiveness of the Group’s whistleblowing arrangements, as well as
reports on specific instances of whistleblowing. The Committee also
met privately with the external and internal auditors after each
Committee meeting.

The Committee also meets once a year specifically to review and
approve the audit plans for the following year for the external and
internal auditors.

Relationship with the External Auditors

The Committee annually appraises the effectiveness of the external
auditors. The evaluation process includes a questionnaire completed
by senior members of the Finance function. The results are then
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reported to the Committee. The lead audit partner is also rotated on
a five-year basis and consequently a new lead audit partner will take
over following the publication of this Annual Report.

The Committee has put in place a detailed policy on the provision of
services by the external auditors. Under the policy, the Committee has
agreed which services the external auditors are allowed to carry out on
behalf of the Group and which ones they are prohibited from doing. This
policy aims to safeguard the independence of the external auditor.

The external auditors are prohibited from providing bookkeeping or
other services related to the Group’s accounting records or financial
statements, financial information systems design and implementation,
appraisal or valuation services, fairness opinions or contribution-in-
kind reports, actuarial services, internal audit outsourcing,
management functions or other secondments, human resource
functions (including recruitment/selection), broker or dealer,
investment adviser or investment banking services, legal and expert
services and tax services involving advocacy.

Allowable services that may be provided by the external auditors are
statutory audit services, regulatory audit services, other attest and
assurance services, regulatory non-audit services and taxation services
(not involving advocacy). They may also provide accountancy advice,
risk management and controls advice and carry out transaction
support and business support and recoveries. For these allowable
services, the Committee has pre-approved all assignments where the
expected fee does not exceed £100,000, or £25,000 in the case of
taxation services, although such assignments must be reported to the
next meeting of the Committee. Any assignment where the expected
fee is above the relevant threshold requires specific approval from the
Committee. The Committee has delegated authority to the Chairman
of the Committee, or, in his absence an authorised member of the
Committee, to approve such assignments in between meetings of

the Committee.

A proposed service that does not fall either within the definition of
prohibited or allowable services requires the approval of the Committee.
A member of the Group Executive Committee must explain the business
case for the provision of that service by the external auditor to the
Committee. A breakdown of the fees paid to the external auditor during
the year is set out on page 142. Where any service requires approval
from the Committee, management must set out the reasons why the
external auditor has been chosen, rather than an alternative provider.

Details of all services carried out by the external auditor are recorded
centrally and reported to the next meeting of the Committee, which
spends time at each meeting considering the independence of the
external auditor based on this information.

For the year ended 31st December 2004, the Committee has
concluded that the external auditor remains independent and is
effective. The Committee has recommended to the Board that they
propose the re-appointment of the external auditors to shareholders
at the 2005 ACM.

Financial Reporting

The Committee has continued to play a pivotal role in reviewing the
Group’s annual and interim financial statements, including reviewing
the effectiveness of the Group’s disclosure controls and procedures
and systems of internal control.
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For the disclosures made in the 2004 Annual Report, the Committee,
having reviewed the report of the Disclosure Committee and the
Turnbull attestations made by senior management, has concluded and
reported to the Board for their approval that the Group has maintained
effective disclosure controls and procedures and that management has
continued to operate an effective system of internal control.

Work of the Committee during 2004

In addition to the regular items discussed by the Committee, described
above, the Committee received reports from Business Heads on the
control environment affecting their businesses and more detailed
reports on specific control issues.

The Committee also received regular reports on the progress of two
major regulatory projects, namely the implementation of International
Financial Reporting Standards and the implementation of s.404 of the
US Sarbanes-Oxley Act of 2002, whereby management and the
external auditors will have to attest to the effectiveness of the Group’s
systems of internal control over financial reporting. The Committee
has concluded that the Group is on track to deliver these projects, but
will keep them under ongoing review.

The Committee is confident that it has the required skills and experience
to fully discharge its responsibilities.

Board Risk Committee Chairman’s Statement

The Committee met three times during the year, but will normally
meet four times a year. The purpose of the Committee is to approve
the Group’s overall risk appetite, including limits for individual types of
risk, including credit, market and operational risk. The Committee also
approves material changes to the overall risk appetite and monitors
the Group’s risk profile, including risk trends and concentrations,
provisions experience against budget and key performance indicators
for risk. A key role of the Committee is also to obtain assurance that
the principal risks facing the Group have been properly identified and
are being appropriately managed.

In order to assess the effectiveness of the Group’s risk control
framework, the Committee regularly reviews the Group’s risk
measurement systems and receives reports from management
confirming that they have reviewed the Group’s risk control standards.
An overview of the Group’s risk management and control framework
can be found on page 44. The Board approved the Committee’s revised
approach in November 2004.

Signed on behalf of the Board Audit and Board Risk Committees

<6 ?u s

Stephen Russell
Board Audit and Board Risk Committee Chairman



Attendance at Board and Board Committee Meetings
Details of the attendance of Directors at meetings of the Board and of Board Committees of which they were members during 2004 are as follows:
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Board
Board Corporate
HR and Governance and Board
Board Audit Remuneration Nominations Risk
Director Board Committee Committee Committee Committee
Sir Peter Middleton 6/6 - - - 2/2
(retired (until
1st September 2004) 1st September 2004)
Matthew W Barrett 10/10 - - 1/1 -
(appointed
23rd September
2004)
John Varley 10/10 - - - 1/1
(until
5th February 2004)
Chris Lendrum 10/10 - - - -
Roger Davis 10/10 - - - -
Gary Hoffman 10/10 - - - -
Naguib Kheraj 10/10 - - - -
David Roberts 10/10 - - - -
David Arculus 9/10 - 5/6 1/1 -
Sir Richard Broadbent 10/10 - 5/5 1/1 2/2
(appointed (appointed (appointed
1st April 2004) 23rd September 1st April 2004)
2004)
Dame Hilary Cropper 7/10 - - - 1/3
(died
26th December 2004)
Leigh Clifford 3/3 - - - -
(appointed
1st October 2004)
Professor Dame Sandra Dawson 9/10 5/5 - - -
Sir Brian Jenkins 6/6 3/3 4/4 - 2/2
(retired (until (until (until
1st September 2004) 1st September 2004) 1st September 2004) 1st September 2004)
Sir Andrew Likierman 4/4 2/2 - - 1/1
(appointed (appointed (appointed
1st September 2004) 1st September 23rd September
2004) 2004)
Stephen Russell 9/10 5/5 - 1/1 3/3
(appointed
23rd September
2004)
Sir Nigel Rudd 10/10 - 6/6 1/1 -
Dr Jurgen Zech 10/10 5/5 - - -
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Statement on US Corporate Governance standards

As a non-US company listed on the New York Stock Exchange (NYSE),
Barclays is required to disclose any significant ways in which its
corporate governance practices differ from those followed by domestic
US companies listed on the NYSE. As Barclays main listing is on the
London Stock Exchange, it follows the United Kingdom Listing
Authority’s Combined Code on Corporate Governance (the Code).

Key differences are set out below.

The way in which Barclays makes determinations of Directors’
independence differs from the NYSE rules. NYSE Rule 303A.02 sets out
five tests for Director independence. In addition to those tests, the
NYSE also requires that the Board “affirmatively determines that the
Director has no material relationship with the company (either directly
or as a partner, shareholder or officer of an organization that has a
relationship with the company)”.

The Barclays Board annually reviews the independence of its non-
executive Directors, taking into account developing best practice and
regulation. For 2004, the Board has determined that all the non-
executive Directors are independent as defined by the Code, as set
out above.

Barclays has a number of principal Board Committees, which are
broadly comparable in purpose and composition to those required by
NYSE rules for domestic US companies. Barclays has a Board Corporate
Governance and Nominations Committee, a Board HR and
Remuneration (rather than Compensation) Committee and a Board
Audit Committee. Barclays also has a Board Risk Committee.

With the exception of the Board Corporate Governance and
Nominations Committee, which is chaired by the Chairman of the
Board, these committees are comprised solely of non-executive
Directors whom the Board has determined to be independent,

in the manner described above.

The NYSE rules require that shareholders must be given the
opportunity to vote on all equity-compensation plans and material
revisions to those plans. Barclays complies with UK requirements,
which are similar to the NYSE rules. The Board, however, does not
explicitly take into consideration the NYSE'’s detailed definition of what
are considered ‘material revisions’.

The NYSE rules require that domestic US companies adopt and disclose
a code of business conduct and ethics for Directors, officers and
employees. Rather than a single consolidated code as envisaged in the
NYSE rules, Barclays has business-based conduct and ethics policies,
which apply to all employees. In addition, Barclays has adopted a Code
of Ethics for the Group Chief Executive and senior financial officers as
required by the US Securities and Exchange Commission.

Corporate Responsibility

The Group’s approach to managing the interests of its stakeholders is
fully described in the Corporate Responsibility Report, copies of which
are available from the Company Secretary or at www.barclays.com.

Further details about the Group’s approach to Corporate Responsibility
may be found on pages 12 and 13.

Relations with Shareholders

Barclays has a proactive approach to its institutional and private
shareholders, totalling around 842,500. In the UK, senior executives hold
meetings with our key institutional shareholders to discuss strategy,
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financial performance and investment activities. Throughout Europe
and in the US, we arrange roadshows about the Group for key investors.

The Chairman meets regularly with investor bodies and investors to
discuss the Group’s approach to corporate governance issues.

Sir Richard Broadbent, the Senior Independent Director, is available
to investors should they wish to raise any issues with him.

The Group aims to provide a first class service to private shareholders
to help them in the effective and efficient management of their
shareholding in Barclays. The main methods of communicating with
private shareholders are the Annual Report, the Annual Review and
the AGM.

Barclays e-view enables shareholders to receive shareholder
documents electronically. It also gives shareholders immediate access
to information relating to their personal shareholding and dividend
history. Participants can also change their details and dividend
mandates online and receive dividend tax vouchers electronically.

All Directors are encouraged to attend the AGM and be available to
answer shareholders’ questions. It has been Barclays practice for a
number of years that all resolutions are voted on a poll to ensure that
the views of all shareholders are reflected proportionately. Each of the
resolutions considered at the 2004 AGM was decided on a poll and a
copy of the poll results is available from the Company Secretary or on the
Company’s website, www.investorrelations.barclays.co.uk. The resolutions
to be considered at the 2005 AGM will also be decided on a poll and the
results will be made available on the Company’s website. A summary of
the resolutions being proposed at the 2005 AGM is set out below:

Ordinary Resolutions
+ To receive the Report and Accounts for the year-ended
31st December 2004.
» To approve the Report on Remuneration for the year-ended
31st December 2004.
+  To re-elect the following Directors:
— Sir Andrew Likierman;
— Leigh Clifford;
— Matthew W Barrett;
—John Varley;
— David Arculus;
— Sir Nigel Rudd.
+ To reappoint PricewaterhouseCoopers LLP as auditors of the
Company.
To authorise the Directors to set the remuneration of the auditors.
+ To authorise the creation of a new Performance Share Plan (PSP).
+ To authorise the Directors to establish supplements or appendices
to the PSP.
+ To authorise the Directors to allot securities.

Special Resolutions

+ To authorise the Directors to allot securities for cash other than on
a pro-rata basis to shareholders and to sell treasury shares.

+ To authorise the Directors to repurchase shares.

Signed on behalf of the Board

Matthew W Barrett
Chairman
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Barclays report on remuneration

Statement from the Chairman of the Board HR and Remuneration
Committee (the Committee)

All members of the Committee are independent non-executive
Directors. The primary purpose of the Committee is to determine the
Group’s policy on the remuneration of executive Directors and their
specific remuneration packages.

The Committee also determines the aggregate level of bonus and
incentive funding throughout the Group. This includes setting the
framework for reward in Barclays Capital and Barclays Global Investors,
and approving their aggregate levels of bonus and incentive
expenditure, and strategic investment expenditure on new hires.

The Committee undertakes a periodic review of strategic human
resources matters. This includes succession for senior roles below
Board level, the longer term availability of talent within the Group,
equality and diversity policy and key employee relations issues.

This report details the current components of the remuneration policy
and details the remuneration for each person who served as a Director
during 2004.

« Executive Directors’ bonuses for 2004 reflect very strong corporate
performance for the year. Group profit before tax and Group
economic profit (EP)' are 20% and 32% higher than in 2003.

+ The Committee compares Barclays total shareholder return (TSR) with
a peer group of eleven other major banks, and also against the FTSE
100 Index. Barclays TSR for 2004 was 23%, which was higher than
both the average for the peer group and the FTSE 100 index. 2004 was
the first year of a four-year performance cycle, a period during which
the primary goal is to deliver top quartile TSR relative to peers.
Barclays was ranked first for 2004.

+ The main performance condition for executive Directors in the
Incentive Share Option Plan (the ISOP) is TSR relative to a peer
group of eleven other major banks. This performance condition
is very challenging. The maximum number of shares under option
vests only if Barclays is ranked first in the peer group. The 2001
grant under the ISOP vested in 2004. Barclays was ranked fourth of
the twelve banks over the three-year period. This performance was
sufficient for 25% of the maximum number of shares under the
TSR condition to vest. The other 75% lapsed.

« Asshown in the table on page 39, the executive Directors each have
a personal interest in Barclays shares, through shares they own, and
shares and options held in employee share plans on their behalf.

A significant proportion of annual bonus is made up of an award
over Barclays shares deferred for a period of at least three years.

The Committee unanimously recommends that you vote to approve
this report at the AGM.

Signed on behalf of the Board

il

Sir Nigel Rudd
Board HR and Remuneration Committee Chairman

Notes

' The definition of economic profit (EP) is set out as footnote 1 on page 9.

2 Towers Perrin, Mercer Human Resource Consulting and Kepler Associates have
given their written consent to the inclusion of references to their names in the
form and context in which they appear.

Board HR and Remuneration Committee Members
The Committee comprised the following independent non-executive
Directors:

Sir Nigel Rudd, Chairman
David Arculus

Sir Richard Broadbent(
Sir Brian Jenkins(®

Notes
(a) Sir Richard Broadbent joined the Board on 1st September 2003 and the
Committee on 1st April 2004.

(b) Sir Brian Jenkins ceased to be a member of both the Board and the
Committee on 1st September 2004.

The Committee members are considered by the Board to be independent
of management and free from any business or other relationship which
could materially affect the exercise of their independent judgement.

The constitution and operation of the Committee comply with the Best
Practice Provisions on Directors’ Remuneration in the Combined Code
adopted by the UK Listing Authority.

Advisers to the Committee

The Committee has access to executive remuneration consultants to
ensure that it receives independent advice. The selection of advisers
is entirely at the discretion of the Committee Chairman. Advisers are
appointed by the Committee for specific pieces of work, as necessary,
and are required to disclose to the Committee any potential conflict
of interest.

During the year Towers Perrin, Mercer Human Resource Consulting

and Kepler Associates? advised the Committee on general remuneration
matters. Towers Perrin and Mercer Human Resource Consulting
companies have advised the Company on other human resource related
issues including advice in such areas as employee reward, pensions and
employee communication. In addition, Towers Perrin gave actuarial and
other advice to the Barclays UK life assurance companies and Barclays
Private Clients.

The Chairman of the Board, the Group Chief Executive, the Human
Resources Director and, as necessary, members of the Group Executive
Committee, also advise the Committee. They are not permitted to
participate in discussions or decisions relating to their own
remuneration. The Human Resources Director is responsible for providing
professional support to line management in HR policy and
administration and for monitoring compliance with prescribed policy
and programmes across Barclays. The Human Resources Director is not
a Board Director, and is not appointed by the Committee.

Our Remuneration Policy

We are committed to using reward to support a high-performance
culture. Executive Directors can expect outstanding reward if
performance is outstanding and below median reward for below
median performance. This philosophy applies to reward policies and
practices for all employees in the Group. The Committee considers
reward levels across the Group when determining remuneration for
executive Directors.

Barclays remuneration policy is as follows:

+ to incentivise excellence and balance in both short term (one year)
and longer term (three year plus) performance such that the
primary goal of achieving top quartile TSR is met and sustained;
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+ to enable the Group to attract and retain people of proven ability,
experience and skills in the pools in which we compete for talent;

+ to encourage behaviours which lead to excellence and appropriate
balance in: financial performance, governance and controls,
customer service, human resource management, brand and
reputation management, and risk management;

+ to promote attention to maximising personal contribution,
contribution to the business in which the individuals work,
and contribution to the Group overall; and

« to ensure, both internally and externally, that remuneration policies
and programmes are transparent, well communicated, easily
understood and serve well the interests of shareholders.

Barclays reward programmes are designed to support and facilitate
generation of TSR. The graph below shows the TSR for the FTSE 100
Index and Barclays since 31st December 1999. The FTSE 100 Index
is the index of the hundred largest UK quoted companies by market
capitalisation. It is a widely recognised performance comparison for
large UK companies. It shows that, by the end of 2004, a hypothetical
£100 invested in Barclays on 31st December 1999 would have
generated a total return of £58, compared with a loss of nearly £20
if invested in the FTSE 100 Index. Barclays therefore significantly
outperformed the FTSE 100 Index for this period.

Total Shareholder Return
(Source: Thomson Financial)
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This graph shows the value, by 31st December 2004, of £100 invested in
Barclays on 31st December 1999 compared with the value of £100 invested

in the FTSE 100 Index. The other points plotted are the values at intervening
financial year-ends. TSR above is calculated on a net dividend reinvestment basis.

Note
The Directors’ Remuneration Report Regulations 2002 require that the graph
shows TSR for the five years ending with the relevant financial year.

The Reward Package for executive Directors
The reward package for the executive Directors and other senior
executives comprised:

* base salary;

« annual bonus including the Executive Share Award Scheme (ESAS);
+ the Incentive Share Option Plan (ISOP); and

+ pension and other benefits.

All the executive Directors met a Committee guideline that they
should hold the equivalent of 1x their base salary in Barclays shares,
including shares held on their behalf in ESAS.

The Committee reviews the elements of the reward package relative
to the practice of other comparable organisations. Reward is
benchmarked against the markets in which Barclays competes for talent.
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This includes benchmarking against other leading international banks
and financial services organisations, and other companies of similar
size to Barclays in the FTSE 100 Index.

The sections that follow explain how each of the elements of
remuneration listed above is structured. Each part of the package

is important and has a specific role in achieving the aims of the
remuneration policy. The combined potential earnings from bonus and
ISOP outweigh the other elements, and are subject to performance
conditions, thereby placing a large proportion of total reward at risk.
The component parts for each Director are detailed in tables
accompanying this Report.

Base Salary

This is a fixed cash sum, payable monthly. The Committee reviews
salaries each year as part of the total reward package, recognising
market levels and individual contribution.

The annual base salaries for the Chairman and the current executive
Directors are shown in the table below:

As at 1st Jan 2004 As at Tst Jan 2005

MW Barrett £1,100,000 £650,000
JS Varley@ £700,000 £850,000
R) Davis £500,000 £500,000
CA Hoffman £500,000 £500,000
N Kheraj £500,000 £500,000
DL Roberts £500,000 £500,000
Note
(a) John Varley’s base salary increased from £700,000 to £850,000 on
1st September 2004.

Annual Bonus Including Executive Share Award Scheme (ESAS)

The 2004 annual bonuses for executive Directors were linked to Group
EP performance and individual performance. Group EP was more than
30% above the level for 2003, which contributed to bonuses being paid
towards the top end of the range for 2004. For 2004, the maximum
bonus opportunity for outstanding performance was 187.5% of base
salary in cash and a further 62.5% in deferred shares. Cash bonuses for
current executive Directors for 2004 performance were 154% of base
salary as at 31st December 2004 for Mr Varley, and between 150%

and 187.5% of base salary for the other current Directors.

The shares element of the annual bonus referred to above must be
held for at least three years and is subject to potential forfeit if the
individual resigns and commences employment with a competitor
business.

Matthew W Barrett’s bonus for 2004 takes account of his former

role as Group Chief Executive up to and including 31st August 2004.
Mr Barrett is not eligible for a bonus for the performance year starting
1st January 2005.

Incentive Share Option Plan (ISOP)

The ISOP is designed to provide the opportunity for executive
Directors and senior managers to receive rewards for creating
sustained shareholder value growth. Participants are granted options
over Barclays PLC ordinary shares, which are normally exercisable after
three years at the market price at the time of grant. The number of
shares over which options can be exercised depends upon Barclays
performance against specific targets. In establishing the performance
targets, the Committee has sought to encourage excellent business



performance. For the 2000, 2001, 2002 and 2003 ISOP grants, the
performance metrics were TSR and EP growth. The measure of
performance used for the 2004 grant was TSR, which is a good
measure of the value created for shareholders. The awards are also
subject to an underlying financial health condition, that EP for the
relevant period is more than for the previous three-year period.

The Committee agrees a level of ISOP award for each executive
Director, taking account of market practice for comparable positions
and performance. The maximum annual target award under the ISOP
is 200% of remuneration; however, target awards granted to Directors
in 2004 were well below this level at 70% to 82% of base salary.

Mr Barrett did not receive a grant of ISOP in 2004, and will not be
eligible for awards of this kind as Chairman.

A proposed new long-term incentive plan has been submitted to
shareholders for approval at the AGM on 28th April 2005. Details of
the new Plan are included in the Notice of Meeting which has been
posted to shareholders with their Report. It can be accessed via the
Company’s website at www.investorrelations.barclays.co.uk. Awards
made in 2004 were made under the existing ISOP Plan.

ISOP Total Shareholder Return, Performance Condition

A proportion of the shares under option are subject to a challenging
performance condition based on TSR measured against a financial
services peer group approved by the Committee. This peer group
comprises eleven other leading UK and international financial
institutions that have been chosen to reflect Barclays business mix.
For the performance period 2004 to 2006, the peer group is ABN
Amro, BBVA, BNP Paribas, Citigroup, Deutsche Bank, HBOS, HSBC,
Lloyds TSB, Royal Bank of Scotland, JP Morgan Chase and UBS.

Number of shares
under option that
become exercisable

Performance achieved in the TSR
ranking scale out of 12 financial
institutions including Barclays

1st place 4 x Target Award
2nd place 3 x Target Award
3rd place 2 x Target Award
4th - 6th place 1 x Target Award
7th — 12th place Zero

If Barclays is ranked below sixth after three years, the performance condition
requires there will be a re-test on the fourth anniversary, over the full four-
year period. If Barclays is not ranked sixth or higher after four years, the
options will lapse. For ISOP, TSR is calculated on a net dividend reinvestment
basis. The re-test provision will not be included in the new Performance Share
Plan for which we are seeking shareholder approval at the 2005 AGM in April.

Note

Under the TSR condition, the ability to exercise is also subject to the condition
that EP for the three-year performance period is greater than the previous
performance period.

For the 2001 grant of ISOP, which vested during 2004, Barclays relative
TSR performance ranking was fourth, which provided a vesting of 1x
target award. Therefore, 75% of the options granted under the TSR
condition, which would have vested had Barclays been ranked first,
lapsed. Options must normally be held for three years before they

can be exercised and lapse ten years after grant if not exercised.
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Sharesave

All eligible employees including executive Directors have the
opportunity to participate in the Barclays Sharesave Scheme.
Sharesave is an Inland Revenue approved all-employee share plan.
The Inland Revenue does not permit performance conditions to be
attached to the exercise of options. Under the plan, participants are
granted options over Barclays PLC ordinary shares. Each participant
may save up to £250 per month to purchase Barclays shares at a
discount. For the 2004 grant, the discount was 20% of the market
value at the time the option was granted.

Sharepurchase (previously named Share Incentive Plan)
Sharepurchase was introduced in January 2002. It is an Inland Revenue
approved all-employee share plan. The plan is open to all eligible UK
employees, including executive Directors. Under the plan, participants
are able to purchase up to £1,500 worth of Barclays PLC ordinary
shares per tax year, which, if kept in trust for five years, can be
withdrawn from the plan tax-free. Any shares in the plan will earn
dividends in the form of additional shares, which must normally be
held by the trustee for three years before being eligible for release.

Employee Benefits Trust (EBT)

The shares provided to employees in the ESAS are held in an EBT. The
trustees of the Barclays EBT have informed Barclays that their normal
policy is to abstain in any shareholder voting, in respect of the Barclays
shares held in trust.

Pensions

A pension is payable on retirement at contractual retirement date
(normally 60), and is calculated either by reference to an executive
Director’s length of service and pensionable salary or to a money
purchase arrangement, depending upon date of hire. Pensionable pay
comprises base salary only. Matthew W Barrett is not a member of the
Group’s main pension schemes. A notional fund has accrued on his
behalf outside the pension scheme (see page 32 for further details).

John Varley is a member of a closed non-contributory pension scheme
and his contract provides for a pension of 60% of pensionable salary
without reduction for early retirement if he retires at age 55 with 28
years of service and two-thirds of pensionable salary at age 60 with
33 years of service.

Service Contracts

The Group has service contracts with its Chairman, executive Directors
and senior executives. The effective dates of the contracts for the
Chairman and executive Directors who served during 2004 are shown
in the table on page 30. The service contracts do not have a fixed term
but provide for a notice period from the Group of one year and
normally for retirement at age 60. The Committee’s policy is that
executive Directors’ contracts should allow for termination with
contractual notice from the Company, except in circumstances of
gross misconduct when notice is not 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 share
plan rules.
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Potential

Effective Normal  compensation

date  Notice retirement for loss

Directors@ of contract  period date of office

1 year’s

contractual

MW Barrett® 1st Sep 2004 1 year n/a remuneration
JS Varley 1st Sep 2004 1 year 31st Mar 2016 "
R) Davis 1stJan 2004 1year 3rdjun 2016 "
GA Hoffman TstJan 2004 1 year 20th Oct 2020 "
N Kheraj 1stJan 2004 1 year 14thJul 2024 "
DL Roberts  1stJan 2004 1 year 11th Sep 2022 !

Former Directors
Sir Peter

Middleton© 1st May 1999 1 year n/a -

CJ Lendrum 15th Jun 1992 n/a -

Notes
(a) Details of executive Directors standing for re-election at the 2005 AGM are
set out on page 19.

1 year

(b) There is no formal retirement date under Mr Barrett’s contract.
(c) Sir Peter Middleton’s service contract did not provide for a retirement date.

Barclays Capital and Barclays Global Investors

The Committee has established frameworks for the governance and
control of compensation in these businesses. Ranges have been set for key
financial and compensation ratios such as operating costs to net revenue,
compensation to pre-compensation Profit Before Tax and bonus
expenditure as a percentage of pre-bonus profits. The Committee approves
aggregate bonus and long-term incentive expenditure, and strategic
investment on new hires, in these businesses, taking account of these
agreed ratios. The Committee also approves individual compensation for
the members of the management teams in these businesses.

Non-executive Directors
The Board determines the fees of non-executive Directors, which are
reviewed annually.

The basic fee for a non-Executive Director is £50,000 p.a. with an
additional £15,000 p.a. paid to members of the following committees:
Board Audit, Board Risk, Board HR and Remuneration, and Board
Corporate Governance and Nominations. The Chairmen of the Board
Risk and the Board Audit Committees receive £25,000 p.a.. As Senior
Independent Director, Sir Richard Broadbent receives an additional
fee of £25,000 p.a.. As Deputy Chairman, Sir Nigel Rudd receives
£150,000 p.a. without any additional fee for chairing the Board HR
and Remuneration Committee or membership of the Board Corporate
Governance and Nominations Committee. Similarly, as Chairman,
Matthew W Barrett receives a salary of £650,000 p.a. from 1st January
2005, without any additional fee for chairing the Board Corporate
Governance and Nominations Committee.

The Board’s policy is that fees should reflect individual responsibilities
and membership of Board Committees. Barclays encourages its non-
executive Directors to build up a holding in the Company’s shares.
£20,000 of each Director’s basic fee of £50,000 is used to buy shares
in the Company. These shares, together with reinvested dividends, are
retained on behalf of the non-executive Directors until they retire from
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the Board. They are included in the table of Directors’ interests in
ordinary shares of Barclays PLC on page 39. Non-executive Directors
do not receive awards in share or share option plans for employees,
nor do they accrue pension benefits from Barclays for their non-
executive services.

Non-executive Directors do not have service contracts. For each
non-executive Director, the effective date of their appointment, notice
period and the Group’s liability in the event of early termination are
shown in the table below:

Group
liability in the
Non-executive Appointment Notice event of early
Directors date period termination
TDG Arculus 1st Feb 1997 6 months 6 months’
fees
Sir Richard Broadbent 1st Sep 2003 " !
RL Clifford 1st Oct 2004 ! !
Professor Dame
Sandra Dawson 1st Mar 2003 " "
Sir Andrew Likierman  1st Sep 2004 ! !

Sir Nigel Rudd 1st Feb 1996 ! !

SG Russell 25th Oct 2000 ! !

Dr Jirgen Zech 30th Jul 2002 ! !

Former Directors

Dame Hilary Cropper  1stJun 1998 " -

25th Oct 2000 ! —

Sir Brian Jenkins

Each appointment is for an initial six-year term, renewable for a single
term of three years thereafter. Details of non-executive Directors
standing for re-election at the 2005 AGM are set out on page 19.

Future Policy

The Committee intends to continue to review the existing
remuneration arrangements, as detailed in this Report during 2005
and will seek to ensure that Barclays reward programmes remain
competitive and provide appropriate incentive to perform. As usual,
there will be individual reviews of base salary, annual bonus (including
ESAS) and awards under the long-term incentive plans.

Mr Barrett’s base salary from 1st January 2005 has been reduced to
£650,000 p.a.. He will not be eligible for any performance bonus in
respect of the 2005 performance year. He will also not be eligible for
pension accrual or long-term incentive awards. Mr Varley’s base salary
from 1st September 2004 is £850,000 p.a. reflecting his role as Group
Chief Executive from that date.

A proposal has been submitted to shareholders to seek approval for a
new long-term incentive plan for Directors and other senior leaders
effective from 2005. The new plan is designed to drive outstanding
relative TSR performance. It includes performance shares rather than
share options. There is no performance condition re-test in the new plan.

Audited Information

As required by Part 3 of Schedule 7A of the Companies Act 1985, the
Group’s auditors, PricewaterhouseCoopers LLP, have audited the
information contained on pages 31 to 38.
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@ J 2004 Annual Remuneration@(™

Executive Share

Pay in Annual Award Scheme

Salary lieu of cash 2004 2003 ESAS©
and fees notice Benefits®® bonus Total Total 2004 2003
£000 £000 £000 £000 £000 £000 £000 £000

Chairman
MW Barrett(d)(e) 1,100 - 77 1,650 2,827 3,088 715 831
Executive Directors
JS Varley(® 750 - 11 1,313 2,074 905 569 184
RJ Davis 500 - 12 825 1,337 - 358 -
GA Hoffman(® 500 - 10 825 1,335 - 358 -
N Kheraj@©(®) 500 - 125 938 1,563 - 406 -
DL Roberts 500 - 10 769 1,279 - 828 -
Non-executive Directors®©
TDG Arculus 68 - - - 68 58 - -
Sir Richard Broadbent 83 - - - 83 17 - -
RL Clifford® 13 - - - 13 - - -
Professor Dame Sandra Dawson 62 - - - 62 44 - -
Sir Andrew Likierman® 26 - - - 26 - - -
Sir Nigel Rudd 98 - - - 98 62 - -
SG Russell 93 - - - 93 77 - -
Dr Jurgen Zech 62 - - - 62 57 - -
Former Directors
Sir Peter Middleton(® 550 - 16 - 566 566 = =
CJ Lendrum®) 425 433 10 900 1,768 868 - -
Dame Hilary Cropper® 62 - - - 62 57 - -
Sir Brian Jenkins(M 100 = = = 100 144 = =

Notes
(a) Emoluments include amounts, if any, payable by Barclays subsidiary undertakings.

(b) The Chairman and executive Directors receive benefits in kind, which may include life cover, the use of a Company owned vehicle or cash equivalent, medical
insurance and tax advice, on similar terms to other senior executives.

(c) The amounts shown for ESAS represent payments which are expected to be made by the trustee to fund the provisional allocation of shares in 2005, in respect
of 2004 performance, including a maximum potential 30% bonus share element, which is added to the award in two parts: 20% after three years, 10% after
five years.

(d) Matthew W Barrett’s remuneration reflects his role as Group Chief Executive up to and including 31st August 2004.

(e) Matthew W Barrett is a member of the Advisory Committee, Federal Reserve Bank of New York, and receives no fee in respect of this position. John Varley
is a Director of Ascot Authority (Holdings) Limited and British Grolux Investments Limited, for which he receives fees of £24,565 and £6,000 respectively.
Gary Hoffman is a Director of Visa (Europe) Limited, for which he receives no fee. Naguib Kheraj is a member of the Board of Governors of the Institute of
Ismaili Studies, for which he receives no fee.

(f) Benefits for Naguib Kheraj included a cash allowance of 23% of base salary (£115,000) in lieu of pension contributions.

(g) Fees to non-executive Directors included an amount of not less than £20,000 per annum which, after tax, is used to buy Barclays PLC ordinary shares for each
non-executive Director.

(h) Richard Leigh Clifford was appointed as a non-executive Director on 1st October 2004.
(i) Sir Andrew Likierman was appointed as a non-executive Director on 1st September 2004.

(j) Sir Peter Middleton ceased to be Chairman with effect from 1st September 2004. However, his notice period ended on 31st December 2004 and he therefore
received remuneration until that date. He received pension payments through the Barclays Bank UK Retirement Fund for 2004 of £74,000 (2003: £73,000).
Details of the payment are not included in the table above since this is a pension in payment relating to his Barclays service prior to becoming Chairman.

(k) Chris Lendrum ceased to be a Director on 31st December 2004. He received a payment in lieu of remuneration in the form of a pension contribution for
the balance of his 12-month contractual notice period ending 24th June 2005, less £43,000 for services to Barclays to be undertaken in the period between
1st January and 24th June 2005. These services include Chairmanship of the Barclays Bank UK Retirement Fund.

(I) Dame Hilary Cropper died on 26th December 2004.
(m) Sir Brian Jenkins ceased to be a Director on 1st September 2004.

(n) For those Directors who were appointed during the year and for those who ceased to be Directors during the year the remuneration shown relates to the period
for which they were Directors.
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Executive Directors’ annual pension accrued assuming retirement at contractual age@©®®

@ Pension Transfer Transfer
accrued value of value of
Accrued during Accrued accrued accrued Increase in Other
Age pension 2004 pension pension pension transfer contribu-
at31st at31st  (including at 31st at31st at 31st value tions
December Years December increase for December December December during made in
2004 of service 2003 inflation) 2004 2003 2004 the year 2004
£000 £000@ £000 £000 £000 £000 £000
Chairman
MW Barrett(® 60 5 - - - - - - 990
Executive Directors
JS Varley© 48 22 181 126 307 2,177 4,705 2,528 -
R) Davis(") 48 7 - - - - - - 115
GA Hoffman(©) 44 22 140 45 185 1,410 1,488 78 -
N Kheraj© 40 7 - - - - - - -
DL Roberts(© 42 21 133 44 177 1,250 1,295 45 -
Former Director
CJ Lendrum(©) 57 35 257 14 271 4,069 4,639 570 433
Notes

(a) Pension accrued during the year represents the increase in accrued pension (including inflation at the prescribed rate of 3.1%) which occurred during the entire
year. All pensions are reviewed annually, with a guaranteed increase in line with retail price inflation, up to a maximum of 5%.

(b) Matthew W Barrett is not a member of the Group’s main pension schemes. A notional fund has been accrued on his behalf outside the pension scheme. In the
event of Mr Barrett’s death before retirement, a capital sum of up to four times salary would be payable.

(c) The Group has a closed non-contributory pension scheme, which provides that, in the case of death before retirement, a capital sum of up to four times salary
is payable together with a spouse’s pension of approximately 50% of the member’s prospective pension at retirement. For death in retirement, a spouse’s pension
of approximately 50% of the member’s pre-commutation pension is payable. If a member, granted a deferred pension, dies before their pension becomes payable,
their widow/widower will immediately be paid a pension of 50% of their deferred pension. In all circumstances, children’s allowances are payable, usually up to
the age of 18. Enhanced benefits are payable if a member is unable to continue to work as a result of serious ill health. Gary Hoffman and David Roberts are
members of the closed non-contributory pension scheme with benefits of 1/60th of final pensionable salary per year of service. Their Normal Retirement Age is
60. John Varley is also a member of the closed non-contributory pension scheme and he is entitled to a pension of 60% of pensionable salary without reduction
for early retirement if he retires from age 55 and two-thirds of pensionable salary at age 60.

(d) The accrued pension amounts at the end of the year for Mr Hoffman, Mr Roberts and Mr Varley are the values if the Director left service on that date.

(e) Chris Lendrum ceased to be a Director on 31st December 2004. The accrued pension was the value at this date. He accrued benefits in the closed
non-contributory Pension Scheme.

(f) Roger Davis is a member of the Group hybrid scheme. He receives a money purchase contribution of 23% of his salary to this arrangement.
(9) Naguib Kheraj received a cash allowance of 23% of salary, in lieu of pension contributions.

(h) The transfer values have been calculated in a manner consistent with ‘Retirement Benefit Schemes — Transfer Values (GNII)’ published by the Institute of Actuaries
and the Faculty of Actuaries.

(i) The tax simplification in the Finance Act 2004 will introduce new maximum limits on tax-approved pension benefits. The Committee’s policy is not to increase
executive Directors’ benefits to mitigate changes in tax treatment.
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ecutive Directors: illustration of change in value of shares owned beneficially, or held under option or awarded under employee share plans

during the year®

Number at 31st December 2004

Notional Notional
Executive  Executive Incentive value based value based
Shares Share Share Share on share onshare  Changein
owned Award Option Option price of price of notional
beneficially®  Scheme©  Scheme Plan@ Sharesave Total £4.986) £5.86(0 value
£000 £000 £000
Chairman
MW Barrett 289,242 293,460 766,628 2,832,000 2,479 4,183,809 3,880 7,006 3,127
Executive Directors
JS Varley 338,451 139,695 - 880,000 4,096 1,362,242 2,904 4,041 1,136
R) Davis 3,156 587,682 — 440,000 2,714 1,033,552 3,185 4,056 870
GA Hoffman 168,240 436,586 - 700,000 6,874 1,311,700 3,475 4,574 1,099
N Kheraj 2,238 868,622 60,000 480,000 10,319 1,421,179 4,655 5,863 1,207
DL Roberts 67,368 288,717 - 480,000 4,483 840,568 2,018 2,710 692
Former Director
C) Lendrum(@ 239,373 81,712 - 340,000 2,714 663,799 1,809 2,331 522
Notes
(a) The register of Directors’ interests, which shows full details of Directors’ current share awards and options, is available for public inspection at the Group’s

(b)
(©

(9)

Head office in London.
The number shown includes shares held under Sharepurchase.

Executive Share Award Scheme includes the maximum potential 30% bonus share element, which is added to the award in two parts: 20% after three years,
10% after five years.

The number of shares shown represent the target award shares under option, or the actual number of shares under option if the award has vested.

The value is based on the share price as at 31st December 2003. In the case of share options, the value is the ‘in-the-money’ value. The notional value of shares
under option under the Incentive Share Option Plan (ISOP), Executive Share Option Scheme (ESOS) and Sharesave have been set at zero where the market price
at 31st December 2003 is lower than the exercise price per share.

The value is based on the share price as at 31st December 2004. In the case of share options, the value is the ‘in-the-money’ value. The notional value of shares
under option under ISOP, ESOS and Sharesave have been set at zero where the market price at 31st December 2004 is lower than the exercise price per share.

Chris Lendrum ceased to be a Director on 31st December 2004.

Market price per share at 31st December 2004 was 586p. The highest and lowest market prices per share during the year were 586p and 443p respectively. Under the
Executive Share Award Scheme (ESAS), ISOP and ESOS, nothing was paid by these participants on the grant of options.
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Executive Directors: shares provisionally allocated and shares under option under Executive Share Award Scheme (ESAS)©

&

During 2004
Awarded in Market Market Number
Number at  respect of price at price Bonus at 31st
1st January the results release at exercise shares December
2004 for 2003 Released® date £  Exercised© date £ lapsed 2004
Chairman
MW Barrett 245,949 169,327 - - 66,932 4.92 5,576 293,460
45,516 4.75 3,792
Executive Directors
JS Varley 139,838 37,493 37,636 4.87 - - - 139,695
R Davis(@ 587,682 - - - - - - 587,682
GA Hoffman(® 309,414 - 9,412 4.87 - - - 300,002
N Kheraj@ 868,622 - - - - - - 868,622
DL Roberts(@ 294,665 - 5,948 4.87 - - - 288,717
Former Director
CJ) Lendrum 100,532 - 18,820 4.87 - - - 81,712
Nil cost Nil cost Awarded in
option option Date 2005 in
granted  held under from Latest  respect of
at 3rd voluntary which expiry  the results
anniversary(® ESAS(® exercisable date for 2004
Chairman
MW Barrett - - - - 120,982
Executive Directors
JS Varley 46,304 - 25/02/03  23/02/06 96,235
RJ Davis 225,052 - 25/02/03  23/02/06 60,490
GA Hoffman 29,418 136,584  26/02/99 04/03/14 60,490
N Kheraj - - - - 68,739
DL Roberts 18,368 - 25/02/03  23/02/06 56,367
Former Director
CJ Lendrum 38,432 - 25/02/03  28/02/06 -
Notes
(a) ESAS is a deferred share award plan in which awards are initially granted in the form of a provisional allocation and do not give rise to any entitlement to the

(b)

(d)

(e)

®

(9)
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shares. These awards were granted in the years 2000 to 2004, and include mandatory bonus deferrals. For mandatory bonus deferrals under ESAS, the size of any
award is subject to the same Group and individual performance criteria as the annual bonus. Normally, the trustees will permit the executive to call for the shares
from the end of the third year from grant of an award by granting a right to acquire shares (a nil cost option) exercisable for two years. As this nil cost option is
part of the structure of an ESAS award described above, which is a deferred share award plan, it would not be appropriate to attach a performance condition to
the exercise of options. If the right is not exercised, the trustees, may at the end of the fifth year, release all of the shares, including bonus shares equal to 30%

of the basic award. If the right is exercised, an executive may lose the opportunity of receiving one-third of the bonus shares. The number of shares shown in the
table includes the bonus shares where applicable.

The trustees may release additional shares to participants which represent accumulated net dividends in respect of shares under award. During 2004, the
trustees released the following accumulated dividend shares — 5,994 to John Varley, 1,501 to Gary Hoffman, 945 to David Roberts and 2,997 to Chris Lendrum.
These are not awarded as part of the original award and consequently are not included in the Released column.

The trustees may release additional shares to participants which represent accumulated net dividends in respect of shares under award. During 2004, the trustees
released the following accumulated dividend shares — 13,996 to Matthew W Barrett. These are not included as part of the original award and consequently are not
included in the Exercised column.

The number shown on Tst January 2004 includes those shares provisionally allocated in respect of performance for 2003, for those individuals who were not
Directors in 2003.

The shares under option shown in this column are already included in the numbers shown at 1st January 2004 and relate to provisional allocations made in 2000

and 2001 except that the figures do not include accumulated dividend shares under option as follows: 3,740 shares for John Varley, 18,363 shares for Roger Davis,
2,550 shares for Gary Hoffman, 1,516 shares for David Roberts and 3,182 for Chris Lendrum. Under ESAS, a participant pays £1 to exercise an option, irrespective
of the number of shares involved.

The shares under option in this column are not included in the numbers shown at 1st January 2004. Voluntary ESAS is an additional award under ESAS following
a Director requesting that part of the cash bonus to which he would otherwise become entitled be waived, and is granted as a right to acquire shares which will
become fully exercisable after five years.

The awards in respect of 2004 were made in February 2005. The shares awarded represent shares purchased by the trustees after 10th February 2005 at £5.91
in respect of a recommendation by the Company for an award, including a maximum potential 30% bonus shares, of £715,000 to Matthew W Barrett, £357,500
to Roger Davis, £357,500 to Gary Hoffman, £406,250 to Naguib Kheraj, £333,125 to David Roberts and £568,750 to John Varley.
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Executive Directors: shares under option under Incentive Share Option Plan (ISOP)@®)(©

During the year

Number held as at Number held as at

1st January 2004 Granted Exercised Lapsed 31st December 2004
Maximum Maximum Maximum Maximum
number number number number Shares Date

Target over which Target over which Number Market Target over which Target over which dueto Exercise from

Award potentially Award potentially of shares priceat Award potentially Award potentially vestin price per which Expiry

Shares exercisable Shares exercisable exercised exercise Shares exercisable Shares exercisable 2005) share exercisable date

000 000 000 000 000 date £ 000 000 000 000 £

Chairman
MW Barrett
2002
EP 40 80 40 80 40 5.20 20/03/05 19/03/12
TSR 1,960 7,840 1,960 7,840 1,960 5.20 20/03/05 19/03/12
2001
EP 40 80 - 20 - 5.34 12/03/04 11/03/11
TSR 300 1,200 - 300 - 5.34 12/03/04 11/03/11
2000
EP - 80 - 80 - 3.90 18/05/03 17/05/10
TSR - 432 - 432 - 3.90 18/05/03 17/05/10
Executive Directors
JS Varley
2004
TSR - - 300 1,200 - 4.80 23/03/07 22/03/14
2003
EP 40 80 40 80 - 3.26 14/03/06 13/03/13
TSR 80 320 80 320 — 3.26 14/03/06 13/03/13
2002
EP 40 80 40 80 40 5.20 20/03/05 19/03/12
TSR 80 320 80 320 80 5.20 20/03/05 19/03/12
2001
EP 40 80 - 20 - 5.34 12/03/04 11/03/11
TSR 80 320 — 80 — 5.34 12/03/04 11/03/11
2000
EP — 80 — 80 — 3.90 18/05/03 17/05/10
TSR - 160 - 160 - 3.90 18/05/03 17/05/10
RJ Davis
2004
TSR - - 180 720 - 4.80 23/03/07 22/03/14
2003
EP 40 80 40 80 - 3.26 14/03/06 13/03/13
TSR 80 320 80 320 - 3.26 14/03/06 13/03/13
2002
EP 40 80 40 80 40 5.20 20/03/05 19/03/12
TSR 40 160 40 160 40 5.20 20/03/05 19/03/12
2001
EP 40 80 - 20 - 5.34 12/03/04 11/03/11
TSR 40 160 - - 40 - 5.34 12/03/04 11/03/11
GA Hoffman
2004
TSR - - 180 720 - 4.80 23/03/07 22/03/14
2003
EP 40 80 40 80 - 3.26 14/03/06 13/03/13
TSR 80 320 80 320 - 3.26 14/03/06 13/03/13
2002
EP 40 80 40 80 40 5.20 20/03/05 19/03/12
TSR 80 320 80 320 80 5.20 20/03/05 19/03/12
2001
EP 40 80 - 20 - 5.34 12/03/04 11/03/11
TSR 60 240 - 60 - 5.34 12/03/04 11/03/11
2000
EP - 80 - 80 - 3.90 18/05/03 17/05/10
TSR - 120 - 120 - 3.90 18/05/03 17/05/10
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Executive Directors: shares under option under Incentive Share Option Plan (ISOP)@®)© (continued)

During the year

Number held as at Number held as at

1st January 2004 Granted Exercised Lapsed 31st December 2004
Maximum Maximum Maximum Maximum
number number number number Shares Date

Target over which Target over which Number Market Target over which Target over which dueto Exercise from

Award potentially Award potentially of shares priceat Award potentially Award potentially vestin price per which Expiry

Shares exercisable Shares exercisable exercised exercise Shares exercisable Shares exercisable 2005() share exercisable date

000 000 000 000 000 date £ 000 000 000 000 5

N Kheraj
2004
TSR - - 200 800 - - - - 200 800 - 4.80 23/03/07 22/03/14
2003
EP 40 80 - - - - - - 40 80 - 3.26 14/03/06 13/03/13
TSR 80 320 - - - - - - 80 320 - 3.26 14/03/06 13/03/13
2002
EP 40 80 - - - - - - 40 80 40 5.20 20/03/05 19/03/12
TSR 60 240 - - - - - - 60 240 60 5.20 20/03/05 19/03/12
2001
EP 40 80 - - - - 20 60 - 20 - 5.34 12/03/04 11/03/11
TSR 40 160 - - - - - 120 - 40 - 5.34 12/03/04 11/03/11
DL Roberts
2004
TSR - - 180 720 - - - - 180 720 - 4.80 23/03/07 22/03/14
2003
EP 40 80 - - - - - - 40 80 - 3.26 14/03/06 13/03/13
TSR 80 320 - - - - - - 80 320 - 3.26 14/03/06 13/03/13
2002
EP 40 80 - - - - - - 40 80 40 5.20 20/03/05 19/03/12
TSR 80 320 - - - - - - 80 320 80 5.20 20/03/05 19/03/12
2001
EP 40 80 - - - - 20 60 - 20 - 5.34 12/03/04 11/03/11
TSR 40 160 - - - - - 120 - 40 - 5.34 12/03/04 11/03/11

Former Director
CJ Lendrum(@

2003
EP 40 80 - = = = = = 40 80 = 3.26 14/03/06 13/03/13
TSR 80 320 - - - - - - 80 320 - 3.26 14/03/06 13/03/13
2002
EP 40 80 - - - - - - 40 80 40 5.20 20/03/05 19/03/12
TSR 80 320 = = = = = = 80 320 80 5.20 20/03/05 19/03/12
2001
EP 40 80 - = = = 20 60 = 20 = 5.34 12/03/04 11/03/11
TSR 80 320 - - - - - 240 - 80 - 5.34 12/03/04 11/03/11
2000
EP - 80 - - 80 5.15 - - - - - 3.90 18/05/03 17/05/10
TSR = 136 = = 136 5.15 = = = = = 3.90 18/05/03 17/05/10
Notes
(a) The Register of Directors’ interests, which shows full details of Directors’ current share awards and options, is available for inspection at the Group’s Head office
in London.

(b) The 2002 grant is due to vest on 20th March 2005. The number of shares due to vest represents the number over which an option may be exercised after the
third anniversary from grant, as determined by the Committee in respect of the performance conditions attached to the options originally set at the time of the
grant of the option. The shares under option that are not due to vest will lapse. The result of the economic profit performance against the target has resulted in
the Target Award vesting. The result of the relative TSR performance target against the comparator group of companies placed Barclays in fourth position for the
2002 to 2004 performance period with a vesting multiplier of one times the Target Award.

(c) Market price per share at 31st December 2004 was 586p. The highest and lowest market prices per share during the year were 586p and 443p respectively.
(d) Chris Lendrum ceased to be a Director on 31st December 2004.

36



Barclays PLC Annual Report 2004

Executive Directors: shares under option under Sharesave(®

During 2004 Information as at 31st December 2004
Number Number Weighted Market
held at at31st Exercise average priceon  Date from Latest
1st January December price per exercise date of which expiry
2004 Granted Exercised 2004 share price exercise  exercisable date
£ £ £
Executive
MW Barrett 2,479 - - 2,479 - 3.73 - 01/11/06 30/04/07
Executive Directors
JS Varley 4,096 - - 4,096 = 4.11 - 01/11/06 30/04/07
R) Davis 2,714 - - 2,714 - 3.50 - 01/11/05 30/04/06
GA Hoffman 5,736 1,138 - 6,874 - 3.76 - 01/11/05 30/04/12
N Kheraj 6,312 4,007 - 10,319 - 3.47 - 01/11/05 30/04/10
DL Roberts 4,626 801 944 4,483 3.56 3.68 542 01/11/04 30/04/10
Former Director
C) Lendrum(® 2,714 - - 2,714 - 3.50 - 01/01/05 30/06/05
Notes
(a) The Register of Directors’ interests, which shows full details of Directors’ current share awards and options, is available for inspection at the Group’s Head office
in London.

(b) Chris Lendrum ceased to be a Director on 31st December 2004.
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Directors: awards under closed Group incentive schemes@®(@)

@ Number Market Weighted
Number at . ®) at 31st Exercise price on average  Date from Latest
1st January During the year December price per exercise exercise which expiry
2004  Exercised Lapsed 2004 share date price  exercisable date
£ £ £
Chairman
MW Barrett(©)
ESOS 766,628 - - 766,628 - - 4.43 04/10/02 03/10/09
Executive Directors
GA Hoffman
ESOS 40,000 40,000 - - 3.47 5.19 3.47 05/09/00 04/09/04
N Kheraj
ESOS 60,000 - - 60,000 - - 3.97 14/08/01 13/08/08
Notes

(a) The register of Directors’ interests, which shows full details of Directors’ current share awards and options, is available for public inspection at the Group’s
Head office in London.

(b) No options were granted under these plans.

(c) The independent trustee of the Barclays Group (ESOS) employees’ benefit trust granted Matthew W Barrett a share award in 1999 comprising an option on similar
terms to options granted under ESOS. For convenience these are described as granted under ESOS in the above table.

(d) Executive Directors continue to have interests under the ESOS scheme (as indicated in the table above). No further awards will be made under this scheme. Under
the ESOS, options granted (at market value) to executives were exercisable only if the growth in earnings per share of the Company over a three-year period was, at
least, equal to the percentage increase in the UK Retail Price Index plus 6%, over the same period. The performance target for the 1999 ESOS grant was met.
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Directors: interests in ordinary shares of Barclays PLC®®

At Tst January 2004®) At 31st December 2004

Non- Non-
Beneficial beneficial ~ Beneficial ~ beneficial

Chairman
MW Barrett 277,656 - 289,242 -
Executive Directors
JS Varley© 303,735 - 338,451 -
RJ Davis 3,156 - 3,156 -
GA Hoffman(© 126,444 - 168,240 -
N Kheraj 2,238 - 2,238 -
C) Lendrum(@ 224,456 - 239,373 -
DL Roberts(© 62,034 - 67,368 -
Non-executive Directors®
TDG Arculus 14,289 - 17,428 -
Sir Richard Broadbent 2,000 - 3,992 -
RL Clifford® - - 2,000 -
Professor Dame Sandra Dawson 2,808 - 5,460 -
Sir Andrew Likierman(@ = = 2,000 =
Sir Nigel Rudd 11,427 - 14,367 -
SG Russell 10,609 - 13,774 -
Dr Jurgen Zech 5,195 - 7,964 -
Notes

(a) Beneficial interests in the table above represent shares held by Directors who were on the Board as at 31st December 2004, either directly or through a nominee,
their spouse or children under 18. They include any interests held through the 1991 UK Profit Sharing Schemes (PSS) and Sharepurchase, but do not include any
awards under ESAS, ISOP, PSP, ESOS and Sharesave schemes. At 31st December 2004, Matthew W Barrett and the executive Directors, together with other senior
executives, were potential beneficiaries in respect of a total of 115,956,111 Barclays PLC ordinary shares (1st January 2004: 82,797,943) held by the trustees of
the Barclays Group Employees’ Benefit Trusts. At 28th February 2005, a total of 148,391,046 shares were held by the trustees.

(b) Or date appointed to the Board if later.

(c) Between 31st December 2004 and 28th February 2005, 42 ordinary shares were purchased for each of John Varley, Gary Hoffman and David Roberts through
Sharepurchase.

(d) Chris Lendrum ceased to be a Director on 31st December 2004.

(e) On 10th February 2005 the following non-executive Directors received the amounts of shares set out after their names in respect of part of their Board and
(where applicable) Board Committee fees: David Arculus: 1,138; Sir Richard Broadbent: 972; Leigh Clifford: 580; Professor Dame Sandra Dawson: 1,206;
Sir Andrew Likierman: 717; Sir Nigel Rudd: 1,137; Stephen Russell: 1,115; Dr Jirgen Zech: 1,085.

(f) Appointed with effect from 1st October 2004.
(g9) Appointed with effect from 1st September 2004.
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Accountability and Audit

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 the accounts.

Internal Control

The Directors have responsibility for ensuring that management
maintain an effective system of 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. Throughout the year ended 31st December
2004, and to date, the Group has operated a system of 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. Processes are in
place for identifying, evaluating and managing the significant risks
facing the Group in accordance with the guidance ‘Internal Control:
Guidance for Directors on the Combined Code’ issued by the Institute
of Chartered Accountants in England and Wales. The Board regularly
reviews these processes through the Board Committees.

The Directors review the effectiveness of the system of internal control
annually. An internal control compliance certification process is
conducted throughout the Group in support of this review. The
effectiveness of controls is periodically reviewed within the business
areas. Quarterly risk reports are made to the Board covering risks of
Group significance including credit risk, market risk, operational risk,
and legal and compliance risk. Regular reports are made to the Board
Audit Committee by management, Internal Audit and the compliance
and legal functions covering particularly financial controls, compliance
and operational controls. Reports covering risk measurement
standards and risk appetite are made to the Board Risk Committee.

The key document for the Group’s internal control processes is the
record of Group Governance practices which describes the Group’s
governance and control framework and details Group policies and
processes. The record of Group Governance practices is reviewed
and approved on behalf of the Group Chief Executive by the Group
Governance and Control Committee. Further details of risk
management procedures are given in the Risk management section
on pages 44 to 85.

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 on pages 90 and 91.

Statement of Directors’ Responsibilities for Accounts

The following statement, which should be read in conjunction with
the Auditors’ report set out on page 122, 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 1985 to prepare
accounts for each financial year which give a true and fair view of
the state of affairs of the Company and Group as at the end of the
financial year and of the profit or loss for the financial year.
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The Directors consider that, in preparing the accounts on pages 124
to 224 and 228 to 237, and the additional information contained on
pages 27 to 39, the Group has used appropriate accounting policies,
consistently applied and supported by reasonable and prudent
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 1985.

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.

Signed on behalf of the Board

‘f‘{ﬁrr sl

=

Matthew W Barrett
10th March 2005

Disclosure Controls and Procedures

The Group Chief Executive, John Varley, and the Group Finance
Director, Naguib Kheraj, conducted with Group Management an
evaluation of the effectiveness of the design and operation of the
Group’s disclosure controls and procedures as at 31st December 2004,
which are defined as those controls and procedures designed to ensure
that information required to be disclosed in reports filed or submitted
under the US Securities Exchange Act of 1934 is recorded, processed,
summarised and reported within specified time periods. As of the
date of the evaluation, the Group Chief Executive and Group Finance
Director concluded that the design and operation of these disclosure
controls and procedures were effective. No significant changes were
made in our internal controls or in other factors that could
significantly affect these controls subsequent to their evaluation.
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Presentation of Information

Barclays PLC is a public limited company registered in England and
Wales under company number 48839. The Company, originally named
Barclay & Company Limited, was incorporated in England and Wales
on 20th July 1896 under the Companies Acts 1862 to 1890 as a
company limited by shares. The company name was changed to
Barclays Bank Limited on 17th February 1917 and it was re-registered
in 1982 as a public limited company under the Companies Acts 1948
to 1980. On 1st January 1985, the company changed its name to
Barclays PLC.

Barclays Bank PLC is a public limited company registered in England
and Wales under company number 1026167. The Bank was
incorporated on 7th August 1925 under the Colonial Bank Act 1925
and on 4th October 1971 was registered as a company limited by
shares under the Companies Acts 1948 to 1967. Pursuant to

The Barclays Bank Act 1984, on 1st January 1985 the Bank was
re-registered as a public limited company and its name was changed
from Barclays Bank International Limited to Barclays Bank PLC.

All of the issued ordinary share capital of Barclays Bank PLC is owned
by Barclays PLC. The Annual Report for Barclays PLC also contains the
consolidated accounts of, and other information relating to, Barclays
Bank PLC. The Annual Report includes information required on

Form 20-F. Form 20-F will contain as exhibits certificates pursuant to
Sections 302 and 906 of the Sarbanes-Oxley Act of 2002, signed by
the Group Chief Executive and Group Finance Director, with respect
to both Barclays PLC and Barclays Bank PLC. Except where otherwise
indicated, the information given is identical with respect to both
Barclays PLC and Barclays Bank PLC.

The accounts of Barclays Bank PLC included in this document do not
comprise statutory accounts within the meaning of Section 240 of

the Companies Act 1985. The statutory accounts of Barclays Bank PLC,
which contain an unqualified audit report and do not contain any
statement under Section 237(2) or (3) of that Act, will be delivered to
the Registrar of Companies in accordance with Section 242 of that Act
and are published as a separate document.

The term ‘Barclays PLC Group’ means Barclays PLC together with its
subsidiary undertakings and the term ‘Barclays Bank PLC Group’
means Barclays Bank PLC together with its subsidiary undertakings.
‘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’ refers to Barclays PLC and the term ‘Bank’ refers to Barclays
Bank PLC. ‘Woolwich plc’ is used, as the context requires, to refer to
Woolwich plc and its subsidiary undertakings. In this report, the
abbreviations ‘€m’ and ‘£bn’ represent millions and thousands of
millions of pounds sterling respectively; the abbreviations ‘Sm’ and
‘$Sbn’ represent millions and thousands of millions of US dollars
respectively and “€m’ and ‘€bn’ represent millions and thousands

of millions of euros respectively.
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Statutory Accounts

The consolidated accounts of Barclays PLC and its subsidiary
undertakings are set out on pages 132 to 137 along with the accounts
of Barclays PLC itself on page 138. The consolidated accounts of
Barclays Bank PLC and its subsidiary undertakings are set out on pages
228 to 233. The accounting policies on pages 124 to 129 and the
Notes commencing on page 139 apply equally to both sets of
accounts unless otherwise stated.
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Risk Factors

The following discussion sets forth certain risk factors that the Group
believes could cause its actual future results to differ materially from
expected results. However, other factors could also adversely affect
the Group results and the reader should not consider the factors
discussed in this report to be a complete set of all potential risks

and uncertainties.

Business Conditions and General Economy

The profitability of Barclays businesses could be adversely affected by
a worsening of general economic conditions in the United Kingdom
or globally. Factors such as the liquidity of the global financial
markets, the level and volatility of equity prices and interest rates,
investor sentiment, inflation, and the availability and cost of credit
could significantly affect the activity level of customers. A market
downturn would likely lead to a decline in the volume of transactions
that Barclays executes for its customers and, therefore, lead to a
decline in the income it receives from fees and commissions. A market
downturn or worsening of the economy could cause the Group to
incur mark-to-market losses in its trading portfolios. A market
downturn also could potentially result in a decline in the fees Barclays
earns for managing assets. For example, a higher level of domestic or
foreign interest rates or a downturn in trading markets could affect the
flows of assets under management. An economic downturn or
significantly higher interest rates could adversely affect the credit
quality of Barclays on balance sheet and off balance sheet assets by
increasing the risk that a greater number of the Group’s customers
would be unable to meet their obligations.

Credit Risk

The Group’s provisions for credit losses provide for losses inherent

in loans and advances and other credit exposures. Estimating losses is
inherently uncertain and depends on many factors, including general
economic conditions, rating migration, structural and technological
changes within industries and changes in customer preferences that
alter competitive positions, mismanagement by customers and other
external factors such as legal and regulatory requirements.

Market Risks

The most significant market risks the Group faces are interest rate,
credit spread, foreign exchange, commodity price and equity price
risks. Changes in interest rate levels, yield curves and spreads may
affect the interest rate margin realised between lending income and
borrowing costs. Changes in currency rates, particularly in the sterling-
dollar and sterling-euro exchange rates, affect the value of assets and
liabilities denominated in foreign currencies and affect earnings
reported by the Group’s non-UK subsidiaries and may affect revenues
from foreign exchange dealing. The performance of financial markets
may cause changes in the value of the Group’s investment and trading
portfolios and in the amount of revenues generated from assets under
management. The Group has implemented risk management methods
to mitigate and control these and other market risks to which the
Group is exposed. However, it is difficult to predict with accuracy
changes in economic or market conditions and to anticipate the
effects that such changes could have on the Group’s financial
performance and business operations. In addition, the value of assets
held in the Group’s pension and long-term assurance funds are also
affected by the performance of financial markets.
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Capital Risk

The Group’s authority to operate as a bank is dependent upon the
maintenance of an adequate capital base. It is required to meet
capitalisation requirements in the UK and in other markets where
banking activities are undertaken. As the level of capitalisation may
affect the Group's debt rating, the Group also manages its capital to
secure the maintenance of its strong rating. Moreover, the absence of
a sufficiently strong capital base may constrain the Group’s growth and
strategic options. Unforeseen circumstances may arise under which
the Group is unable to maintain its desired capitalisation.

Liquidity Risk

Liquidity risk is the risk that the Group is unable to meet its payment
obligations when they fall due and to replace funds when they are
withdrawn; the consequence of which may be the failure to meet
obligations to repay depositors and fulfil commitments to lend. This
risk exists in the UK as well as in overseas markets. There is a risk that
the Group mismanages its liquidity or that circumstances may arise
under which it is unable to maintain adequate liquidity.

Operational Risks

The Group’s businesses are dependent on the ability to process a large
number of transactions efficiently and accurately. Operational risks
and losses can result from fraud, errors by employees, failure to
properly document transactions or to obtain proper internal
authorisation, failure to comply with regulatory requirements and
Conduct of Business rules, equipment failures, natural disasters or the
failure of external systems, for example, the Group’s suppliers or
counterparties (see page 68 for a fuller list). Although the Group has
implemented risk controls and loss mitigation actions, and substantial
resources are devoted to developing efficient procedures and to staff
training, it is only possible to be reasonably, but not absolutely, certain
that such procedures will be effective in controlling each of the
operational risks faced by the Group.

Regulatory Compliance Risk

The Group is subject to extensive supervisory and regulatory regimes
in the UK, elsewhere in Europe, the US, the Asia-Pacific region and in
the many other countries around the world in which it operates.

Regulatory compliance risk arises from a failure or inability to comply
fully with the laws, regulations or codes applicable specifically to the
financial services industry. Non-compliance could lead to fines, public
reprimands, damage to reputation, enforced suspension of operations
or, in extreme cases, withdrawal of authorisation to operate.



Legal Risk

The Group is subject to comprehensive legal obligations in the UK, the
European Union, the US, the Asia-Pacific region and in the many other
countries around the world in which the Group operates. As a result,
the Group is exposed to many forms of legal risk, which may arise in

a number of ways. Primarily:

« Group business may not be conducted in accordance with
applicable laws;

« contractual obligations may either not be enforceable as intended
or may be enforced against the Group in an adverse way;

+ the intellectual property of the Group (such as its trade names)
may not be adequately protected; and

+ the Group may be liable for damages to third parties harmed by
the conduct of its business.

In addition, the Group faces risk where legal proceedings are brought
against it. Regardless of whether or not such claims have merit, the
outcome of legal proceedings is inherently uncertain and could result
in financial loss.

Although the Group has processes and controls around the
management of legal risk, failure to manage legal risks can impact
the Group adversely, both financially and reputationally.

Tax Risk

Tax risk is the risk associated with changes in, or errors in the
interpretation of, taxation rates or law. This could result in increased
charges or financial loss.

Although the Group devotes considerable resources to managing tax
risk, failure to manage this risk can impact the Group adversely.

Changes in Governmental Policy and Regulation

The Group’s businesses and earnings can be affected by the fiscal

or other policies and other actions of various regulatory authorities

of the UK, other European Union or foreign governments and
international agencies. The nature and impact of future changes in
such policies and regulatory action are not predictable and are beyond
the Group’s control.

There is continuing political and regulatory scrutiny of, and major
changes in, legislation and regulation of the consumer credit industry
in the UK and elsewhere. In the UK, these currently include a review of
store cards by the Competition Commission and investigations by the
Office of Fair Trading into interchange rates and default fees on credit
cards. The review and investigations are looking at the consumer
credit industry generally and the Group is co-operating with those
proceedings. Their outcome is unclear but may have an impact on

the consumer credit industry in general and therefore on the Group’s
business in this sector.

Other areas where changes could have an impact include inter alia:

« the monetary, interest rate and other policies of central banks and
regulatory authorities;

« general changes in government or regulatory policy that may
significantly influence investor decisions in particular markets
in which the Group operates;
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+ general changes in the regulatory requirements, for example,
prudential rules relating to the capital adequacy framework
(pages 113 to 115);

+ changes in competition and pricing environments;

« changes in the financial reporting environment (see Conversion to
International Financial Reporting Standards in 2005 on pages 129
and 130);

+ expropriation, nationalisation, confiscation of assets and changes
in legislation relating to foreign ownership; and

+ other unfavourable political, military or diplomatic developments
producing social instability or legal uncertainty which in turn may
affect demand for the Group’s products and services.

Impact of Strategic Decisions taken by the Group

The Group devotes substantial management and planning resources
to the development of strategic plans for organic growth and
identification of possible acquisitions, supported by substantial
expenditure to generate growth in customer business. If these
strategic plans do not meet with success, the Group’s earnings could
grow more slowly or decline.

Competition

The UK and global financial services market remains highly
competitive and innovative competition comes both from incumbent
players and a steady stream of new market entrants. The landscape is
expected to remain highly competitive in all the Group’s businesses,
which could adversely affect the Group’s profitability.

Impact of External Factors on the Group and Peer Group

The Group’s primary performance goal is to achieve top quartile
TSR performance for 2004 to 2007 inclusive against a group of peer
financial institutions. This goal assumes that external factors will
impact all peer group entities similarly. The Group’s ability to
achieve the goal will be significantly impacted if the Group is
disproportionately impacted by negative external factors. Even if the
Group performs well, if others perform better or the market believes
others have performed better, we may not achieve our goal.

Barclays devotes considerable resources and expertise to managing
the risks to which it is exposed. Our risk management is described
in the following pages (pages 44-71). Please also refer to the
cautionary statement concerning forward-looking statements on
the inside of the front cover in conjunction with this section.
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Risk management and control — overview

Introduction

At Barclays the identification and management of risk is a high priority
and is integral to the execution of our banking activity and strategy.
Our approach is built on formal governance processes, relies on
individual responsibility and collective oversight, uses advanced
analyses, and is informed by comprehensive reporting.

Responsibility for risk resides at all levels of management, from the
Board down through the organisation to individuals in offices around
the world. Each business manager is accountable for managing risk in
his or her business area, assisted, where appropriate, by risk specialists.

We measure the key risks and understand the viability of transactions
after taking risk into account. There are defined appetites for the most
important risks and we consider the risk and return on individual
transactions as well as their effect on the Bank’s overall portfolio.

From a credit risk perspective, 2004 was a benign year, without the
large corporate defaults of the recent past. In our consumer portfolios,
the growth in credit losses was consistent with our portfolio growth
and risk appetite. Risk taking in our trading activities remained within
our Group market risk parameters at all times.

These favourable conditions are reflected in the provisions for bad
and doubtful debts which declined from a peak of £1,484m in 2002
to £1,097m, a decline over two years of 26%. During the same period,
our portfolio increased by 24%. This good outcome benefited from

a much lower corporate provisions charge as well as some recovery
of amounts written-off in earlier years, trends that are characteristic
of the recovery phase of a credit cycle.

Barclays is growing in our product breadth, our client base and in

our domestic and international markets. With this growth and with
regulatory changes upon us — the US Sarbanes-Oxley Act, the Basel Il
Accord and the new International Financial Reporting Standards — we
are making continued, significant investments in risk management and
risk systems.

In 2004 we further developed our methodology for defining and
setting our risk appetite, introducing new formal measurements

and governance which are described later in this section. We also
strengthened risk management and governance by implementing an
enhanced Group Internal Control and Assurance Framework, which
provides definitive guidance on governance requirements throughout
the Group. Both of these were evolutionary improvements of already
sound risk management.

Our aim will continue to be to grow shareholder value through taking
risks that are consistent with our risk appetite and commensurate with
the associated returns.

Robert Le Blanc
Risk Director
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The pages that follow describe our approach to risk management.
This first section deals with the overall approach — applicable to all
risks. It is followed by material covering individual types of risk.

The narrative contains quantitative information mainly in graphical
format. In most cases the same data appear in tables in a statistical
section beginning on page 72.

Risk Management Process
Barclays applies a five-step approach to risk management.

Responsibilities

Understand the principal risks to achieving

Group strategy.

+ Establish risk appetite.

 Establish and communicate the risk management
framework including responsibilities, authorities
and key controls.

Direct .

Establish the process for identifying and
analysing business-level risks.

+ Agree and implement measurement and
reporting standards and methodologies.

Assess .

Control + Establish key control processes and practices,
including limit structures, provisioning 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 are

appropriate for the control 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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Risk Responsibilities
The principal responsibilities extend throughout the organisation.

The Board requires that management maintains an appropriate system of internal control and reviews its effectiveness. The Board approves
risk appetite and monitors the Group’s risk profile against this appetite.

Business leaders are responsible for the identification and management of risk in their businesses.

The Risk Director, under delegated authority from the Group Chief Executive and Group Finance Director, has responsibility for ensuring
effective risk management and control.

Risk Type Heads and their teams in Central Support are responsible for risk oversight and policy.

Business risk teams, each under the management of a Business Risk Director, are responsible for assisting business leaders in the identification
and management of their business risk profiles and for implementing appropriate risk management processes.

Internal Audit is responsible for the independent review of the control environment.

Matrix of risk responsibilities at Barclays

Group Board

Group Chief Executive Internal Audit

Business Heads Group Finance Director

Risk Director

Risk-type Heads

Business Risk Directors | Retail Wholesale Market Operational
Credit risk Credit risk risk risk

UK Banking
Barclaycard
Barclays Capital
Private Clients

International Retail and
Commercial Banking

Barclays Global Investors

The internal control framework at Barclays is aligned with the internationally accepted standard Internal Control — Integrated Framework
published by the Committee of Sponsoring Organisations of the Treadway Commission (COSO). The Group’s principal risks are the subject of
Board Governance Standards, which set out Board approved risk control requirements. Board Governance Standards exist for the following risks:

Brand Management Liquidity

Capital Planning Market

Corporate Responsibility Operations

Credit People

Financial Crime Regulatory Compliance
Financial Reporting, Taxation and Budgeting Change

Legal Strategic Planning

Detailed discussion of our risk management of certain risks follows, starting with credit risk on page 49.

The management of risk at Barclays is guided and monitored by a number of committees. Each has specific functions as shown in the chart on
the Governance Structure at Group Level on the next page.
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Governance Structure at Group Level

Board oversight

Board
| \
Board Audit Committee Board Risk Committee
* Reviews the effectiveness of Board * Approves the Group Internal Control
Governance Standards. and Assurance Framework and principles.
* Reviews reports on control issues of * Authority » Approves Board Governance Standards.
Group level significance. + Standards . .
- Appetite Approves overall Group risk appetite.

* Reviews the Group risk profile.

T l T

Management Group Chief Executive
performance ASSURANCE Group Executive Committee LZRe L
* Monitors and manages risk adjusted
performance of strategic business units.
* Approves economic capital allocations.
Governance and Control Committee Treasury Committee Risk Oversight Committee
* Reviews the completeness and * Monitors the Group’s liquidity and » Debates and agrees actions on the risk
effectiveness of the Group Internal maturity mismatch. profile, risk strategy and key controls

Control and Assurance Framework. across the Group.

* Monitors usage of regulatory capital.

* Monitors compliance with the . . o » Ensures consistency with Group risk
* Reviews policy/controls for liquidity,

Framework. X A appetite.
maturity transformation and structural
» Ensures that principal controls are interest rate exposure. » Considers issues escalated by Risk type
consistent with Board Governance heads.
Standards. .
* Monitors usage of economic capital.
Assurance

Internal Audit

» Assesses compliance with the system
of internal control.

* Assesses management assurance processes.

In addition to the committees shown in the chart, the Board established a Brand and Reputation Committee in 2004.

These committees are informed by regular and comprehensive reports. The Board Risk Committee receives a quarterly report covering all
significant risk types. The Board Audit Committee receives quarterly reports on control issues of significance and half-yearly provisions and
regulatory reports. Both committees also receive reports dealing in more depth with specific issues relevant at the time. The proceedings of both
committees are reported to the full Board, which also receives a concise quarterly risk report.

When the new Basel Il Accord is introduced, Barclays aims to achieve advanced status under all risk categories. The Group considers that the
investment required to attain this status is warranted by the internal risk management improvements that will follow, the reputational benefits
and the potential for greater capital efficiency.
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Risk Appetite

In 2004, Barclays adopted an improved approach to the setting of
risk appetite across the Group, using a more formal, quantitative
methodology based on advanced risk analytics. Risk Appetite is the
Group’s chosen balance of return and risk employed as we implement
our business plans, recognising a range of possible outcomes. This
framework, approved by the Board Risk Committee, builds on the
analytical capability developed and used within Barclays since the
mid 1990s.

The objectives of the risk appetite framework are to:

+ help protect the Group’s performance;

+ enable unused risk capacity to be identified and thus profitable
opportunities to be highlighted;

« improve management confidence and debate regarding our risk
profile; and

» help executive management improve control and co-ordination
of risk-taking across businesses.

The Risk Appetite framework considers credit, market and operational
risk and is applied using two perspectives: ‘earnings volatility’ and
‘mandate and scale'.

Earnings volatility: This takes account of the potential volatility around
our forecast financial performance each year. The portfolio’s risk is
measured at four representative levels:

« expected performance (including the average credit losses based on
measurements over many years);

+ amoderate stress level of loss that is likely to occur only
infrequently and is meant to correspond to a macroeconomic cycle;

» asevere stress which is much less likely but within a reasonable
possibility;

« an extreme but highly improbable level of stressed loss which is
used to determine the Group’s Economic Capital.

These ascending but increasingly less likely levels of loss are illustrated
in the following chart.

Risk Appetite concepts (diagram not to scale)

‘Expected’
(Mean)

Moderate Stress

Severe Stress

Probability of loss

Extreme Stress
(Economic capital)

Potential size of loss in one year

At 31st December 2004, the Group’s expected credit loss in one year
was £1,395m (see page 72). The Economic Capital (i.e. the loss in one
year under extreme stress) for all risk types was £12.6bn, estimated
with a probability of 1 in 5,000 years.
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Mandate and Scale: This second perspective enables the setting of
limits to control against unacceptable levels of loss that may arise as
a result of portfolio concentration. It is our objective that unexpected
losses remain within the scope of our communicated strategy and are
of a scale that is appropriate for our Group. This perspective uses
simple, descriptive measures and limits for relevant exposure types.

Overall, the Risk Appetite framework provides a basis for the allocation
of risk capacity to each business. Since the level of loss at each level

of 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.

The Risk Appetite framework is designed to be:

+ simple and practical to apply by measurement and monitoring
of exposures;

« geared to risk/return where capacity is directly related to
opportunity;

+ based on a top-down capacity for earnings volatility;

» based on bottom-up identification of risk factors in each business;

+ relevant, recognising the impact and likelihood of losses;

+ aggregated across businesses where appropriate.

Stress Testing

The Risk Appetite numbers are validated by estimating our sensitivity
to macroeconomic events using stress testing and scenario analysis.
Changes in certain macroeconomic variables represent environmental
stresses which may reveal systemic credit and market risk sensitivities
in our retail and wholesale portfolios. The stresses considered include,
for example, the following sensitivities:

+  Gross Domestic Product weaker;
» employment weaker;
 interest rates higher or lower;

« interest rate curve shifts;

+ equity prices lower;

+ property prices weaker;

+ credit spreads wider;

» country exposure stressed;

+ industry exposure stressed;
 sterling stronger.

More complex scenarios, such as recessions, can be represented by
combinations of variables. These scenarios allow senior management
to gain a better understanding of how the Group is likely to react to
changing economic and geo-political conditions. Insights gained are
fully integrated into the management process and the Risk Appetite
framework. These analyses and insights and the close involvement
of management also provide the basis for fulfilling the stress testing
requirements of the new Basel Il Accord.
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The Application of Economic Capital
Barclays manages both its capital supply and demand for capital in
order to optimise capital efficiency.

The management of the supply of capital occurs via the Group’s
shareholders’ capital and statutory capital ratios as discussed on pages
113 and 114. See also the management of capital risk on page 65.

The Group assesses the internal demand for capital using its own
proprietary economic capital methodology developed and refined over
more than a decade. We estimate the capital needed to survive an
extreme but highly improbable level of stressed loss. The calculation

is based on the historical volatility of losses. Capitalisation occurs to a
level sufficient to provide a high level of confidence in the Group, with
the level of confidence consistent with the Group’s AA rating.

Economic capital is estimated primarily for the risks listed under Board
Governance Standards on page 45 as well as insurance risk, risk
associated with fixed assets, and risk in private equity investments.
The Group computes and assigns economic capital by the risk categories
to all operating units. This enables the Group to apply a common,
consistent and additive metric to ensure that returns throughout the
Group are commensurate with the associated risks. An asset attracts
the same cost of capital wherever it is acquired across the Group.

Barclays estimates the correlation between risk types and calculates
a diversification benefit which results in a reduction in allocated
economic capital for the Group and each of the businesses.

Average economic capital allocation by business

3,000

2,500 5, o 2,500 2,450

2,000

1,500

1,000 00 1,000
500 350 400 .

0 [ ]
fm UK Retail UK Business Private International
Banking Banking Clients

Economic capital is fully embedded in the management culture of the
Group via risk adjusted performance management (e.g. economic
profit), effective targeting of resources to value creating areas, pricing
tools, compensation and remuneration schemes and is integral to the
Risk Appetite framework. The economic capital framework will be an
important part to the Group’s implementation of the Basel Il Accord.

In 2004, UK Retail Banking economic capital allocation decreased
£50m to £2,200m with the impact of continued growth more than
offset by the sale in 2003 of non-core assets that had previously been
acquired with the Woolwich. UK Business Banking economic capital
allocation decreased £50m to £2,450m as a consequence of a general
improvement in the credit quality of counterparties and improved risk
assessment of complex transactions.

The economic capital allocated to Private Clients (including the closed
life assurance business) increased by £50m to £400m following the
acquisition of Gerrard and growth of the business. International
economic capital allocation increased by £200m to £1,000m reflecting
the inclusion of Banco Zaragozano for a full year and growth in the
Spanish business.

Barclaycard economic capital allocation increased by £250m to
£2,450m due to growth in outstandings and the acquisition of Juniper.

Barclays Capital economic capital decreased by £50m to £2,100m as a
result of improved wholesale credit conditions more than offsetting the
increase in market risk capital driven by growth of the business.

2,450

2,200

Barclaycard Barclays Barclays Other Operations
Capital Global & Group Centre
Investors

2,150 2,100

1,850

) I

M 2003

150 150 . 2004

In 2004, the average allocated economic capital of the Group was £12.6bn (2003: £11.9bn).
In addition, average economic capital held against unamortised goodwill was £5.6bn for the year ended 31st December 2004 (2003: £5.1bn).

Average economic capital allocation by risk type

5,000 4,450
4,000 L 3,700
’ 3,350 o2
3,000
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0 Bl e el s M 2004
£m Wholesale Retail Operational ~ Market risk  Business risk Fixed Other risks
credit risk credit risk risk assets risk
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Credit Risk Management

Credit risk is the risk that the Group’s customers, clients or
counterparties will not be able or willing to pay interest, repay capital
or otherwise to fulfil their contractual obligations under loan
agreements or other credit facilities. Credit risk also arises through the
downgrading of counterparties whose credit instruments the Group
may be holding, causing the value of those assets to fall. Furthermore,
credit risk is manifested as country risk where difficulties experienced
by the country in which the exposure is domiciled may impede
payment or reduce the value of the asset or where the counterparty
may be the country itself. Settlement risk is another special form of
credit risk which is the possibility that the Group may pay a
counterparty — for example, a bank in a foreign exchange transaction
—and fail to receive the corresponding settlement in return.

Credit risk is the Group’s largest risk and considerable resources,
expertise and controls are devoted to managing it. The importance of
credit risk is illustrated by noting that nearly two-thirds of risk-based
economic capital is allocated to businesses for credit risks. Credit
exposures arise principally in loans and advances and in irrevocable
commitments to lend as shown in the following chart. During 2004,
the total exposure increased to £652bn (2003: £555m; 2002: £501bn).

Credit exposures (on and off balance sheet)

700
652
I
600
555 - OTC derivatives and
501 — itions®
500 - LME positions
400 |- [ ] Debt securities —
| non trading

300 [ | Contingent liabilities
200 M Debt securities — trading
100 Commitments to lend

0 B Loans and advances
f£bn 2002 2003 2004

Note

(a) OTC derivatives means derivatives traded bilaterally with counter parties and
not through an exchange, commonly called over-the-counter derivatives.
LME refers to the London Metal Exchange.

Credit Risk Management Responsibility

In managing credit risk, the Group applies the five-step risk
management process and internal control framework described
previously (page 44). 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 Risk Director.

The Credit Risk function, led by the Credit Risk Director, provides
Group-wide direction of credit risk-taking. This functional team
manages the resolution of all significant credit policy issues

and administers the Credit Committee which approves major
credit decisions.

The principal committees that review credit risk management are the
Risk Oversight Committee and the Board Risk Committee. The Board
Audit Committee reviews and approves provisioning decisions.
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Credit Risk Measurement

Barclays has been in the forefront of the development and use of
advanced credit risk systems. These systems assist the bank in front-line
credit decisions on new commitments and in managing the portfolio

of existing exposures. They enable the application of consistent risk
measurement across all credit exposures, retail and wholesale. The key
building blocks in the measurement system, which are described below,
are the probability of customer default (expressed through an internal
risk rating), exposure in the event of default, and severity of loss-given-
default. Using these, Barclays builds the analyses that lead to its decision
support systems in the Risk Appetite context described previously.

Probability of Default: Internal Risk Ratings

Barclays assesses the credit quality and assigns an internal risk rating to
all borrowers and other counterparties, including retail customers. Each
internal rating corresponds to the statistical probability of a customer
in that rating class defaulting within the next 12-month period. Multiple
rating methodologies may be used to inform the rating decision on
individual large credits. For smaller credits, a single source may suffice
such as a rating model result. The table below shows the expected
ranges of annual default probabilities associated with Barclays internal
ratings, and an approximate relationship to certain external ratings.

Barclays Internal Credit Ratings

Barclays Annual probability of default S&P Moody’s
Internal  Minimum  Mid Point Maximum Equivalent  Equivalent
Rating % % % Rating* Rating*
1.2 0.02 0.025 0.04 AAA/AA+/AA Aaa/Aa/Al
1.5 0.05 0.075 0.09 AA-/A+ A2
1.8 0.10 0.125 0.14 A/A- A3
2.1 0.15 0.175 0.19 BBB+ Baal
2.5 0.20 0.225 0.24 BBB+ Baal
2.8 0.25 0.275 0.29 BBB Baa2
3 0.30 0.450 0.59 BBB- Baa3
4 0.60 0.900 1.19 BB+/BB/BB- Ba1/Ba2
5 1.20 1.850 2.49 B+/B Ba3
6 2.50 3.750 4.99 B- B1
7 5.00 7.500 9.99 CCC+/CCC- B2/B3
8 10.00 15.000 — CC/C Caa/Ca/C

*Approximate alignment with Barclays and each other.

Exposure in the event of Default

Exposure in the event of default represents the expected level of usage
of the credit facility when default occurs. At default the customer may
not have drawn the loan fully or may already have repaid some of the
principal, so that exposure is typically less than the approved loan
limit. When the Group evaluates loans, it takes exposure at default into
consideration, using its extensive historical experience. It recognises
that customers may make heavier than average usage of their facilities
as they approach default.

For derivative instruments, exposure in the event of default is the
estimated cost of replacing contracts with a positive value if
counterparties should fail to perform their obligations.

49



9.xls

Risk management
Credit risk management

Severity of Loss-given-default

When a customer defaults, much of the amount outstanding on its
loan or loans is usually recovered. The part that is not recovered, the
actual loss, is called the loss-given-default (LGD). The severity of the
loss is measured as a percentage of the amount outstanding when the
default occurs.

From historical information, the Group can estimate how much is likely
to be lost, on average, for various types of loans. To illustrate, loss-
given-default is low for residential mortgages because of the property
pledged as collateral. In contrast, LGD is about 70% for unsecured
personal lending.

The level of LGD depends on the type of collateral (if any); the
seniority or subordination of the exposure; the industry in which the
customer operates (if a business); the jurisdiction applicable and work-
out expenses. The outcome is also dependent on economic conditions
that may determine, for example, the prices that can be realised for
assets or whether businesses can readily be refinanced. Individual
defaults show a wide range of outcomes, varying from full to nil
recovery and all points in between.

Expected Loss: Risk Tendency

The three components described above — the credit rating, exposure
at default and loss given default — are building blocks used in credit
analysis across the entire portfolio in a variety of applications. One
of those is to determine a measure of expected loss called Risk
Tendency (RT).

Risk Tendency is a measure of the modelled loss for the performing
loan portfolio for the forthcoming 12 months, taking into account
its current composition, size and risk characteristics and previous
experience over a long period with similar credit exposures.

The Risk Tendency of a loan is estimated as the product of the
probability of default derived from the rating with the other
components discussed above:

Risk Tendency of a loan = probability of default X expected exposure
at default X loss given default.

The RT’s of individual loans are summed to produce the Risk
Tendencies of the various sub-portfolios in the Group and ultimately
for the whole Group. It is thus a ‘bottom-up’ measure of the inherent
loss in the Group's credit exposures. RT provides insight into the credit
quality of the portfolio and assists management in tracking risk
changes as the Group’s stock of credit exposures evolves in the course
of business.

Many models are used in the estimation of the three components of
RT in each of the Group’s businesses. The majority of the models are
internally developed using Barclays own historical data and other
external information. We also use externally developed models and
rating tools. These are validated for use within Barclays before they
are introduced. All models are validated annually to ensure their
applicability to the current portfolios and credit conditions.
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In interpreting Risk Tendency, the following should be borne in mind:

+ At the individual loan level many of the models take current
conditions into account while others are based on conditions over
several years. RT is thus to a considerable degree a point-in-time
risk measure. This contrasts with a through-the-credit-cycle
measure which would provide an estimate of the average loss
expected over a whole cycle.

» Risk Tendency is not a forecast of bad debt provisions. It is rather a
statistical measure that gives insight into the size and quality of the
loan portfolio:

— Risk Tendency covers only the performing loans at the date of
estimation and does not make allowance for subsequent growth
or change in the composition of the loan book.

— As it only considers the performing portfolio, the often
significant additional charges, write-backs and recoveries arising
during the year from impaired loans are not included. These
items can materially affect the provisions charge to the profit
and loss account.

— The actual credit provisions charge arising from new defaults in
any one year from loans that are performing at the start of the
year vary significantly around the RT value. This can be due to
changes during the year in the economic environment or in the
business conditions in specific sectors or countries and from
unpredictable or unexpected events. This applies especially in
wholesale portfolios where the default of a small number of large
exposures can have a significant effect on the outcome. For retail
portfolios, consisting of a very large number of small exposures,
the variation from RT is usually much smaller.

— For these reasons, RT does not equate to the Group’s budget or
internal forecast of provisions in the coming year.

Risk Tendency is equivalent to the Expected Loss measure that all banks
who wish to qualify for the Advanced Internal Ratings Based Approach
will have to disclose from 2008 under the forthcoming Basel Il Accord.
Barclays has published RT since its 1997 results and is the only British
bank and one of the few international banks to do so.

Risk Tendency is used by the Group to inform a range of decisions, such
as establishing the desired aggregate exposure levels to individual sectors,
and determining pricing policy. It has also been a factor in determining
the level of the general provision for loan losses. Going forward, the
measurement of credit losses will be governed by IFRS (IAS 39) which

will result in the reporting of specific impairment.

In 2004, Risk Tendency remained steady at £1,395m (2003: £1,390m)
(see chart on next page).

RT declined in the corporate and wholesale businesses as the corporate
and wholesale credit environments continued to improve and as potential
problem loans declined significantly.

In International, RT decreased £5m (7%) to £65m (2003: £70m) as
the Group developed a better understanding of the risks in the Banco
Zaragozano portfolio acquired in 2003.

Barclaycard RT increased 11% to £860m (2003: £775m) due to growth
in the portfolio and the acquisition of Juniper.
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Risk Tendency by Cluster
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Credit Risk Mitigation

Barclays employs a range of policies and practices to mitigate credit
risk. The most traditional of these is the taking of security for funds
advanced which is common practice. See the discussion of loan-to-

value ratios for mortgages on page 54.

Barclays manages the diversification of its portfolio to avoid unwanted
credit risk concentrations. This takes several dimensions. Maximum
exposure guidelines are in place relating to the exposures to any
individual counterparty. These permit higher exposures to highly
rated borrowers than to lower rated borrowers. They also distinguish
between types of counterparty, for example between sovereign
governments, banks and corporations. Excesses are considered
individually at the time of credit sanctioning, are reviewed regularly,
and are reported to the Risk Oversight Committee and the Board Risk
Committee. Similarly the Country Risk policy specifies risk appetite by
country and avoids excessive concentrations of credits in individual
countries. Finally, there are policies that limit lending to certain
industries, for example commercial real estate.

Barclays actively manages its credit exposures. When weaknesses in
exposures are detected — either in individual exposures or in groups of
exposures — it takes action to mitigate the risks. These include steps to
reduce the amounts outstanding (in discussion with the customers, if
appropriate), the use of credit derivatives and, sometimes, the sale of
the loan assets. Credit derivatives are traded for profit and used for
managing non-trading credit exposures. Details of these activities may
be found in the statistical section (page 78) and Note 37 to the
Accounts (page 171).

The Group securitises loans such as credit card receivables. The
manner in which these transactions have been structured to date has
reduced credit risk only to a small degree because the motivation has
generally not been the mitigation of risk. Instead the transactions have
served other purposes, such as widening the Group’s sources of funds
and addressing regulatory capitalisation in specific geographies.
Securitisation remains an avenue of risk mitigation available to
Barclays.

The value of assets originated by the Group that were securitised in
2004 was £0.8bn (2003: £2.3bn).
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Loans and advances are the largest component of the Group’s credit
exposures and contain more than half of the credit risk as shown on
page 49. They increased over the year by £41bn (14%) to £332.9bn
at 31st December 2004 (2003: £291.8bn, 2002: £263.6bn).

Wholesale customers remain the largest customer category.

Loans and advances by type of customer
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(See also Table 2 on page 72.)

The drawn balances shown above are before deduction of provisions
and interest in suspense. The information in the chart is based on the
business unit in which the loans are booked. Loans in those businesses
that deal primarily with personal customers, such as Barclaycard and
UK Retail Banking, are included in retail customers even though a
small percentage may be to business customers. Similarly, loans in
businesses that deal primarily with corporate, institutional and
sovereign clients are included in wholesale customers, even though
they may have some personal customers.

Loans and advances on the banking and trading books
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(See also Table 3 on page 72.)

The banking book comprises loans and advances that are intended to
be held to maturity or until repayment by the customer. In contrast
the loans and advances on the trading book are held for sale. Losses
that may arise in the trading book — including credit losses — are
absorbed in trading profits and are regarded as market risk, the
management of which is described later. The next part of the credit
section is thus devoted to exposures on the banking book, particularly
customer exposures. For details of exposures to banks refer to the
statistical information on page 73.
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Loans and advances to customers on the banking book

Geographical Analysis and Country Risk

Loans and advances to customers on the banking book amounted

to £193bn at the year end (2003: £171bn, 2002: £160bn). The
geographical analysis shown in the chart below is based on the
location of the office recording the transaction. The UK exposure
shown includes some major loans to customers in other countries that
were booked in London, and thus includes some international risk.

Geographical analysis of loans and advances to customers on
the banking book
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(See also Table 6 on page 74.)

The loans and advances to customers on the banking book booked
through the Group’s operations in Iberia were £12bn at 31st December
2004, 6.2% of the Group total. They were comprised of £5.8bn in
residential mortgages (48%) and £6.2bn (52%) in other loans.

Barclays exposure limits to sub-investment grade countries are shown
in the chart below (largest 15 exposure limits).

Credit exposure limits to sub-investment grade countries
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The country exposures shown are the sum of customer limits and
unused but available product limits. Both domestic and cross-border
exposures are included.

Loans and advances to borrowers in currencies other than the
currencies of the borrowers are shown in the tables on page 77.

Risk Profile of Customer Loans and Advances

The chart below shows Barclays wholesale loan profile by internal
risk grade (See page 49 for a description of the rating system). It is
important to note that Barclays prices loans for risk. Thus higher
risk loans will usually have higher interest rates or fees or both.

A portfolio of higher risk loans may therefore be as profitable as,
or more profitable than, a portfolio of lower risk loans.

Loans and advances, balances and limits to wholesale
customers by internal risk rating®

Loan balances by internal
rating — % of Total

Loan limits by internal
rating — % of Total
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Industry Analysis

An industry analysis of customer loans is shown in the chart below.
These classifications have been prepared at the level of the borrowing
entity. This means that a loan to the subsidiary of a major corporation
is classified by the industry in which the subsidiary operates, even
though the parent’s predominant business may be in a different
industry. Loans to customers domiciled outside the country where the
office recording the transaction is located are shown in the chart
under ‘Overseas Customers’ and not by industry.
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Barclays loan loss rates have remained stable in other personal loans
Loans and advances to customers by industry — (consumer loans and credit cards) despite the increased levels of
banking book (% of total) household indebtedness and higher interest rates in the UK.

Home loans Maturity Analysis

The analysis by contractual maturity, shown in the chart below,
indicates that a third of loans to customers have a maturity of more
than five years, the majority of which are mortgages. The maturity

profile remained broadly steady.
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(See also Note 14 on pages 147 to 148.)

The chart shows that Barclays largest sectoral exposures are to home
loans, other personal loans and business and other services. These
categories are comprised of small loans, have low volatility of credit
risk outcomes, and are intrinsically highly diversified.

The loan-to-value ratios on the Group’s UK home loan portfolio are
indicated in the next chart.

Analysis of loan-to-value ratios of mortgages on the UK home
loan portfolio at 31st December 2004
(At most recent credit decision)
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Percentage of the mortgage portfolio

The valuations in the chart are those which applied at the last credit
decision on each loan, i.e. when the customer last requested an
increase in the limit or, if there has been no increase, at inception
of the loan. Since house prices have risen rapidly in recent years to
mid-2004, most loan-to-value ratios would be considerably lower

if updated to current market values.
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Other credit risks

In addition to drawn loans and advances, Barclays is exposed

to other credit risks as indicated in the chart on page 49 at the
beginning of the discussion on credit risk. These exposures comprise
loan commitments, contingent liabilities, debt securities and other
exposures arising in the course of trading activities. The risks are
managed in a similar way as those in Loans and Advances, and are
subject to the same or similar approval and governance processes.

The nature of the credit risks among these exposures differ
considerably.

+ Loan commitments may become loans and the risks are thus
similar to loans.

+ Contingent liabilities (guarantees, assets pledged as security,
acceptances and endorsements, etc) historically experience low
loss rates.

« Losses arising from exposures held for trading (derivatives, debt
securities) are accounted for as trading losses, rather than credit
charges, even though the fall in value causing the loss may be
attributable to credit deterioration.

Further details of these exposures are shown in Note 36 to the
Accounts (page 169).

Barclays is also exposed to settlement risk in its dealings with other
financial institutions. These risks arise for example in foreign exchange
transactions when Barclays pays its side of the transaction to another
bank or other counterparty before receiving payment from the other
side. The risk is that the counterparty may not meet its obligation.
While these exposures are of short duration, they can be large. In
recent years settlement risk has been reduced by several industry
initiatives that have enabled simultaneous and final settlement of
transactions to be made (such as payment-versus-payment through
Continuous Linked Settlement and delivery-versus-payment in central
bank money). Barclays has worked with its peers in the development
of these arrangements. Increasingly the majority of high value
transactions are settled by such mechanisms. Where these
mechanisms are not available, the risk is further reduced by dealing
predominantly with highly rated counterparties, holding collateral and
limiting the size of the exposures according to the rating of the
counterparty, with smaller exposures to those of higher risk.
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Loan impairment: potential credit risk loans

Potential credit risk loans (PCRLs) comprise non-performing loans Non-performing loans and potential problem loans as a percentage
(NPLs) and potential problem loans (PPLs). NPLs are loans where the of Loans and Advances (Gross Banking Book)
customers have failed to meet their commitments, either in part or
in whole. PPLs are loans where payment of principal and interest is NPLs/Loans and Advances Ratio
up-to-date and the loans are therefore fully performing, but where
serious doubt exists as to the ability of the borrowers to continue to 3.0 .
comply with repayment terms in the near future. 25 o3 2.5 . 23
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1.5
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0.5
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(See also Table 17 on page 79 and Table 18 on page 79).

The amounts are shown before deduction of the value of security held,
the specific provisions carried or interest suspended, all of which
might reduce the impact of an eventual loss, should it occur.

Potential problem loans declined sharply for several reasons: the inflow
to this category fell as fewer customers encountered new difficulties,
some customers recovered sufficiently to be restored to normal status
and others were reclassified as non-performing. The deterioration of
some potential problem loans to non-performing explains, in part, why
non-performing loans fell much less than the potential problem loans.
Both categories improved as a proportion of total loans and advances
on the banking book as shown in the following charts.
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Provisions for bad and doubtful debts

Barclays policy is to provide for credit losses when it considers that
recovery is doubtful. Risk managers continuously review the quality
of the exposures and make provisions where necessary, based on
their knowledge of the customer or counterparty, developments in
the industry and country of operation.

The estimation of potential credit losses is inherently uncertain and
depends upon many factors, including general economic conditions,
possible future deterioration in credit quality, structural changes
within industries that alter competitive positions, and other external
factors such as legal and regulatory requirements.

Total provisions are comprised of two components, specific provisions
and general provisions.

Specific Provisions are raised when the Group considers that the
creditworthiness of a borrower has deteriorated such that recovery
of the whole or part of an outstanding advance is in serious doubt.

+  Within the retail businesses, where the portfolio comprises large
numbers of homogeneous assets, statistical techniques are used
to raise specific provisions for each product portfolio, based on
delinquency data and historical recovery rates. These provisions
are updated monthly.

» Small business accounts with straightforward loans contracts up
to about £15,000 are similarly treated on a product portfolio basis
using statistical methods.

« For larger and/or more complex accounts, specific provisioning
is done on an individual basis and all relevant considerations that
have a bearing on the expected future cash flows are taken into
account. The considerations include the business prospects of the
customer, the realisable value of collateral, the Group’s position
relative to other claimants, the reliability and comprehensiveness
of customer information and the likely cost and duration of the
work-out process. These provisions are formally reviewed quarterly
and revised as new information becomes available in the course of
each work-out.

Treatment of interest on debts that have specific provisions — If the
collection of interest is doubtful, it is credited to a suspense account
and excluded from the interest income in the profit and loss account.
Although interest continues to be charged to the customer’s account,
the amount suspended is netted against the relevant loan. 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. If the collection of interest is
considered remote, interest is no longer applied.

Treatment of collateral assets acquired in exchange for advances —
Assets acquired in exchange for advances in order to achieve an
orderly realisation continue to be reported as advances. The assets
acquired are recorded at the carrying value of the original advance
as at the date of the exchange and any impairment is accounted for
as a specific provision.

General Provisions reflect losses that, although not specifically
identified, are known from experience to be present in the lending
portfolio at the balance sheet date. These provisions are adjusted at
least half yearly by an appropriate charge or release.

General provisions are also created with respect to the recoverability
of assets arising from off-balance sheet exposures and country transfer
risk, all prepared in a manner consistent with the general provisioning
methodology.

Write-off occurs when, and to the extent that, the whole or part of
a debt is considered irrecoverable.

See also page 94 (Critical Accounting estimates) and page 126
(Accounting policies: loans and advances) for a description of relevant
terms and policies.

Provisions charge for bad and doubtful debts[]
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(See also Analysis of results by business on page 106.)

The credit environment both in retail and in corporate and wholesale
businesses was relatively benign in 2004. This led to a lower level of
potential problem and non-performing loans and lower provision
charges.

Overall, the Group provision charge declined 19% to £1,091m

(2003: £1,347m). This resulted from a substantial decrease in the
corporate and wholesale provisions charge, while the retail provisions
charge was steady. As a percentage of average banking loans and
advances, the provisions rate fell to 0.54% (2003: 0.73%).

In the corporate and wholesale businesses, non-performing and
potential problem loans in total fell by 29% to £2,062m from
£2,920m in 2003, reflecting the continuing strong corporate credit
environment. The corporate and wholesale provisions charge declined
to £284m (2003: £543m). The reduction in the provisions charge
included an exceptional recovery of £57m in UK Business Banking.

In retail, non-performing loans and potential problem loans remained
steady at £2,679m (2003: £2,712m). The provisions charge in the
retail businesses was also steady at £807m (2003: £804m). The
provisions charge increased in Barclaycard (the card and unsecured
consumer lending business) due to volume growth and the maturation
of new customer recruitment. The provisions charge included a release
of £40m associated with the UK mortgage business, following a review
of the portfolio and the current loss experience.
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The chart below shows provisions charges over the last ten years. The
charge has fallen from its peak in 2002 even though the loan book has
grown substantially.

Provisions charges over ten years
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(See also Table 20 on page 80 and Table 21 on page 80.)

Provisions charge analysis
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(See also Table 20 on page 80.)

During 2004, £198m was transferred from the general provisions stock
to specific provisions stock. These transfers are included in the release
of general provisions and increase the new and increased specific
provisions. The transfers reflect enhancements to provisioning models
and the resolution of an individual large corporate exposure. The
transfers had no effect on the net provisions charge.
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(See also Table 22 on page 81.)
Total provision balances declined 9% (£262m) over the prior year.

While the specific provisions balance has remained broadly flat during
2004, the year-end general provision stock decreased by 29% (£231m)
to £564m (2003: £795m) as explained on the previous page.

An analysis of the movements in the provision balances is shown in the
following chart.

Movements in provision balances for bad and doubtful debts
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Note

(a) Includes effects of acquisitions and exchange rate movements.
(See also Table 24 on page 81.)

Coverage Ratios

The coverage of non-performing loans by the Group’s stock of
provisions and interest in suspense decreased from 71.5% at
31st December 2003 to 70.4% at 31st December 2004. Over the
same period, coverage of potential credit risk loans (i.e. NPLs
and PPLs) increased from 54.6% to 59.2%.
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Provisions coverage of non-performing loans and potential credit
risk loans (NPLs and PPLs)

Provisions coverage of non-performing loans
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(See also Table 32 on page 84.)

Another way of assessing provision balances is to recognise that
specific provisions are created to cover non-performing loans, whereas
general provisions relate to as yet unidentified losses on performing
loans. This is shown in the next two charts.

Specific provisions coverage of non-performing loans and general
provisions coverage of performing loans
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(See also Table 33 on page 85.)

Performing loans comprise gross loans and advances less non-
performing loans. The ratio of general provisions to performing loans
has declined since 2000 following the acquisition of Woolwich Plc
whose portfolio needs comparatively low general provisions as

it consists predominantly of secured residential mortgage loans.

It declined further in 2004 following transfers to specific provisions.

Write-offs

Debts are written off to the extent that there is no realistic prospect of
a change in the customers’ condition, or where local conditions dictate,
and the whole or part of the debt is considered irrecoverable.

Total write-offs increased to £1,595m (2003: £1,474m).

Provisioning under International Financial Reporting Standards

From 2005, the Group will prepare its accounts in accordance with the
International Financial Reporting Standards (IFRS) published by the
International Accounting Standards Board (IASB) as required under
European Commission Regulation 1606/2002. This standard does not
differentiate between specific and general provisions for bad and
doubtful debts. Instead, provisions are replaced by an allowance for
impairment. Thus the Group will not show distinct specific and general
provisioning information in future reports but will report on the
allowance for impairment instead.
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Market risk management

Market Risk is the risk that the Group’s earnings or capital, or its
ability to meet business objectives, will be adversely affected by
changes in the level or volatility of market rates or prices such as
interest rates, credit spreads, foreign exchange rates, equity prices,
and commodity prices.

The main market risks arise from the Group’s trading activities.
Barclays is also exposed to non-trading market risks relating to the
pension fund and, to a lesser extent, asset and liability management.

Categorisation of Market Risk

To facilitate the management, control, measurement and reporting
of market risk, Barclays has grouped market risk into three broad
categories:

«  Trading market risk
These risks arise in trading transactions where Barclays acts as
principal with clients or with the market. The Group’s policy is that
market risks arising from trading activities are concentrated in
Barclays Capital.

+  Asset and Liability risk
These risks arise from banking activities, including those incurred
on non-trading positions such as capital balances, demand deposits
and customer originated transactions and flows.

«  Other market risks
The Group also incurs market risks that do not fit into the above
categories. The principal risks of this type are defined benefit
pension scheme risk and asset management structural market risk
(including the risk in Barclays Life Fund).

Market Risk Management and Control Responsibilities

The Board Risk Committee approves the market risk appetite for all
types of market risk. The Market Risk Director is responsible for the
Group’s market risk control framework and, under delegated authority
from the Risk Director and the Risk Oversight Committee, sets a limit
framework within the context of the approved market risk appetite.

The Market Risk Director is assisted by a central market risk
management team (Market Risk) and by risk management
departments in the Group’s businesses. A daily market risk report
summarises the Group’s market risk exposures against agreed limits.
This daily report is sent to the Risk Director, the Market Risk Director,

the Group Finance Director and the appropriate Business Risk Directors.

Barclays PLC Annual Report 2004

The Head of each business, assisted by the business risk management
team, is accountable for identifying, measuring and managing all
market risks associated with its activities. In managing market risk,
businesses also consider liquidity risk where relevant.

In Barclays Capital, the Head of Market Risk is responsible for the
market risk governance and control framework. Day-to-day
responsibility for market risk lies with the senior management of
Barclays Capital, supported by the Global Market Risk Management
team that operates independently of the trading areas. Daily market
risk reports are produced for the main Barclays Capital business areas
covering the five main risk factor categories, namely interest rate,
credit spread, foreign exchange, equity and commodity risk. A more
detailed trading market risk presentation is discussed at Barclays
Capital’s Traded Products Risk Review meeting, held fortnightly. The
attendees at this meeting include the senior managers from Barclays
Capital and Market Risk.

Outside Barclays Capital, Treasury manages treasury market risk,
strategic interest rate risk and structural interest rate risk. Retail
market risk, a consequence of the UK banking operations, is managed
by the Retail Market Risk team. In the Group’s non-UK banking
operations, market risk is managed mainly by local treasuries
supported by Market Risk. The chart overleaf gives an overview of
the business control structure.
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Managing market risk — organisational overview

Risk Type

Trading risk

Asset and liability risk
¢ Treasury management market risk.
 Structural interest rate risk.
* Retail market risk.
* Overseas treasury market risk.

Market Risk
Director T

Other market risks
L_ * Pension Fund.
* Asset management.

Market Risk Measurement
The measurement techniques used to measure and control market
risk include:

+ Daily Value at Risk;

»  Stress Tests;

+ Annual Earnings at Risk;
+ Economic capital.

Daily Value at Risk (DVaR)

DVaR is an estimate of the potential loss which might arise from
unfavourable market movements, if the current positions were to be
held unchanged for one business day, measured to a confidence level
of 98%. Daily losses exceeding the DVaR figure are likely to occur, on
average, twice in every 100 business days.

In Barclays Capital, DVaR is an important market risk measurement
tool. DVaR is calculated using the historical simulation method with
a historical sample of two years. Barclays Capital’s interest rate DVaR
methodology allows the measurement process to discriminate
between the market risk of holding bonds of differing credit quality,
for example AAA grade securities as against BBB grade securities.
This is achieved by incorporating eight interest rate credit categories,
these being government, interest rate swaps and six credit grades

for non-government exposures. We have initiated an extension to this
model to incorporate issuer specific risk. Outside Barclays Capital,
DVaR is calculated using a simplified approach.
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Risk and...

——  Barclays Capital — + Traded Products Risk Review

Committee.

Treasury  Treasury Committee.
* Treasury Hedging Committee.

Retail Market Risk * Business-level Asset and

Liability Committees.
» New product process.

Overseas Treasuries * Business-level Asset and
Liability Committees.
Barclays Market Risk supervision visits.
New product process.

Other * Barclays Pension Governance Group.

The effectiveness of the DVaR model is assessed principally by back-
testing which counts the number of days when trading-related losses
are bigger than the estimated DVaR figure. Back-testing results are
shown on page 64.

Stress Tests

Stress tests provide an indication of the potential size of losses that
could arise in extreme conditions. The stress tests carried out by
Barclays Capital include risk factor stress testing where stress
movements are applied to each of the five risk categories, namely
interest rates, credit spreads, foreign exchange rates, and equity and
commodity prices; emerging market stress testing where emerging
market portfolios are subject to stress movements; and ad-hoc stress
testing, which includes applying possible stress events to specific
positions or regions e.g. the stress outcome to a region following

a currency peg break.

If the potential stress loss exceeds the trigger limit, the positions
captured by the stress test are reviewed and discussed by Capital
Market Risk and the respective Business Head(s). The minutes of the
discussion, including the merits of the position and the appropriate
course of action, are then sent to the Market Risk Director for review.
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Outside Barclays Capital, stress testing is carried out by the business
centres and is reviewed by the senior management and business-level
asset and liability committees. The stress testing is tailored to the
business and is typically scenario analysis and historical stress
movements applied to respective portfolios.

Annual Earnings at Risk (AEaR)

AEaR measures the sensitivity of annual earnings to shocks in

market rates at the 99th percentile for change over a one year period.
This shock is consistent with the standardised interest rate shock
recommended by the Basel Il framework for assessing banking book
interest rate risk.

AEaR is used to measure structural interest rate market risk and Asset
Management structural risk (see the Other Market Risks section (page
64) for more details).

Economic Capital

Economic capital methodologies are used to calculate risk sensitive
capital allocations for businesses incurring market risk. Consequently,
the businesses incur capital charges related to their market risk.

Barclays Capital DVaR: Summary table for 2004 and 2003
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Trading Market Risk

The Group’s policy is to concentrate trading activities in Barclays
Capital. This includes transactions where Barclays Capital acts as
principal with clients or with the market. For maximum efficiency,
Barclays manages client and market activities together. In Barclays
Capital, trading risk occurs in both the trading book and the banking
book as defined for regulatory purposes.

In anticipation of future customer demand, the Group maintains
access to market liquidity by quoting bid and offer prices with

other market makers and carries an inventory of capital market and
treasury instruments, including a broad range of cash, securities and
derivatives. Trading positions and any offsetting hedges are established
as appropriate to accommodate customer or Group requirements.

Derivatives entered into for trading purposes include swaps, forward
rate agreements, futures, credit derivatives, options and combinations
of these instruments. For a description of the nature of derivative
instruments, see page 71.

Analysis of Trading Market Risk Exposures
The table below shows the DVaR statistics for Barclays Capital’s trading
activities (trading book and banking book).

Twelve months to Twelve months to

31st December 2004 31st December 2003
Average High@ Low®  Average High@) Low(@

£m £m fm £m fm fm
Interest rate risk 25.0 53.6 15.1 21.0 34.1 13.6
Credit spread risk 22.6 329 16.0 16.2 29.2 8.9
Foreign exchange risk 2.4 7.4 0.9 23 5.0 1.0
Equities risk 4.2 7.9 2.2 2.6 4.9 1.5
Commodities risk 6.0 14.4 2.2 4.4 7.0 2.2
Diversification effect (25.9) n/a n/a (20.6) n/a n/a
Total DVaR® 343 46.8 24.0 25.9 38.6 17.6

Notes

(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 number for the high (and low) DVaR figures would not be meaningful and is therefore omitted from the table.

(b) The year-end Total DVaR for 2004 was £31.9m (2003: £37.2m).
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Barclays Capital’s market risk exposure, as measured by average total
Daily Value at Risk, increased in 2004. This was due mainly to interest
rate opportunities taken in the first half of 2004 and an increase in
credit spread positions. The latter increase was primarily the result

of growing client flows in corporate bonds and credit derivatives.

The increase in total DVaR is consistent with Barclays Capital’s
business expansion.

The graph below shows the history of total DVaR on a daily basis for
2003 and 2004.

Total DVaR in 2003 and 2004 (daily values)
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Analysis of Trading Revenue

The histograms below show the distribution of daily trading revenue
for Barclays Capital in 2004 and 2003. It includes dealing profits, net
interest income and net fees and commissions relating to primary
trading. The average daily revenue in 2004 was £12.5m (2003:
£10.0m) and there were 246 positive revenue days out of 254
(2003: 244 positive revenue days out of 254).
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DVaR Back-testing

Barclays recognises the importance of assessing the effectiveness of its
DVaR model. The main approach employed is the technique known as
back-testing, which counts the number of days when trading losses are
bigger than the estimated DVaR figure. The regulatory standard for
back-testing is to measure DVaR assuming a one day holding period
with a 99% level of confidence. For Barclays Capital’s regulatory
trading book, there were no instances in 2004 or 2003, of a daily
trading revenue loss exceeding the corresponding back-testing DVaR.

Asset and Liability Market Risk

Interest rate exposures arising from mismatches of fixed rate assets
and liabilities in UK banking operations are passed to Treasury.
Treasury aggregates these positions and then passes the net position
to the market via Barclays Capital. Due mainly to timing considerations,
market risk can arise when some of the net position stays with
Treasury. Similarly, market risk can arise due to the impact of interest
rates on customer behaviour. The latter risk is managed and measured
by the Retail Market Risk team using behavioural models. The
positions are converted into wholesale swap or option exposures,
passed to Treasury and managed by the process described above.

Structural interest rate risk arises from the variability of income from
non-interest bearing products, managed variable rate products and
the Group’s capital. This risk is managed by Treasury, assisted by the
Retail Market Risk team.

Market risk is also taken in overseas treasuries in support of customer
activity. In Group terms the risk is modest. The market risks are
managed by local treasury functions and local asset and liability
committees. Market Risk maintains regular contact with the businesses
on treasury issues and oversees a comprehensive financial risk
reporting framework.

Other Market Risks

Defined benefit pension scheme risk

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.
Market risk arises because the estimated market value of the pension
fund assets might decline or their investment returns might reduce or
because the estimated value of the pension liabilities might increase.
In these circumstances, Barclays might be required or might choose to
make extra contributions to the pension fund. Financial details of the
pension fund are on page 140.

Asset management structural market risk

Asset management structural market risk is the risk that fee and
commission income is affected by a change in equity market levels.
It affects Barclays Private Clients, Barclays Life and Barclays Global
Investors. The risk is controlled and managed by the respective
businesses and Barclays Market Risk.
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Capital and liquidity risk management

The Board Risk Committee has approved Board Governance Standards
for capital and liquidity risk management that are high level
statements of the controls required to meet the Group’s strategic
objectives.

The Treasurer has established risk control frameworks and a policy
and assurance structure to ensure that capital and liquidity risks are
managed in accordance with the requirements of the Board Standards.
Policies are set by the Treasury Committee which is chaired by the
Group Finance Director.

Capital Risk Management
See page 113 in the Financial Discussion for information on the
Group’s capital position.

Capital risk is the risk that the Bank fails to comply with FSA mandated
regulatory requirements, resulting in a breach of its minimum capital
ratios and the possible suspension or loss of its banking licence.
Capital risk also includes the risk that the capital base is not managed
in a prudent manner thereby endangering the Group’s credit rating.

Barclays views its strong credit rating as a source of competitive
advantage. A solid capital position, together with a diverse portfolio
of activities, an increasingly international presence, consistent profit
performance, prudent risk management and a focus on value creation,
underpins that rating.

The Group’s capital management will continue to maximise
shareholder value through optimising both the level and mix of its
capital resources, seeking to:

+ meet the individual capital ratios required by our regulators;

* maintain an AA credit rating;

+ generate sufficient capital to support asset growth and corporate
activity;

* manage the currency exposure to its overall Sterling Risk Asset
ratio.

Over the past four years, the Group’s tier 1 ratio has averaged 7.9%.
The Group’s Risk Asset ratio has averaged 12.5% which compares
favourably to the minimum requirements of our regulators.

Regulatory capital by tiers
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Liquidity Risk Management

Liquidity risk is the risk that the Group is unable to meet its payment
obligations when they fall due and to replace funds when they are
withdrawn, the consequence of which may be the failure to meet
obligations to repay depositors and fulfil commitments to lend.

Liquidity management within the Group has several strands. The first
is day-to-day funding, managed by monitoring future cash flows to
ensure that requirements can be met. This includes replenishment

of funds as they mature or are borrowed by customers. The Group
maintains an active presence in global money markets to enable that
to happen. The second is maintaining a portfolio of highly marketable
assets that can easily be liquidated as protection against any
unforeseen interruption to cash flow. Finally, the ability to monitor,
manage and control intraday liquidity in real time is recognised by the
Group as a mission critical process: Any failure to meet specific
intraday commitments would be a public event and may have an
immediate impact on the Group’s reputation.

In overseas markets, day-to-day liquidity is the responsibility of local
treasury management in each territory within the parameters set

by Treasury and subject to regular reports to Treasury in order to
maximise the benefits of knowledge gained. Local asset and liability
management committees review liquidity management. These
committees are comprised of senior local executives and — when
warranted by the size and complexity of the operation —
representatives of Treasury.

The ability to raise funds is in part dependent on maintaining the
bank’s credit rating. The funding impact of a credit downgrade is
regularly estimated. Whilst the impact of a single downgrade may
affect the price at which funding is available, the effect on liquidity
is not considered material in Group terms.
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Liquidity Risk Measurement

Monitoring and reporting take the form of cash flow measurement
and projections for the next day, week and month as these are key
periods for liquidity management. This is based on principles agreed
by the UK Financial Services Authority.

In addition to cash flow management, Treasury also monitors
unmatched medium-term assets and the level and type of undrawn
lending commitments, the usage of overdraft facilities and the
impact of contingent liabilities such as standby letters of credit
and guarantees.

Treasury develops and implements the process for submitting the
Group’s projected cash flows to stress scenarios. The output of stress
testing informs the Group’s contingency funding plan. This is
maintained by Treasury and is aligned with the Group and country
business resumption plans to encompass decision-making authorities,
internal and external communication and, in the event

of a systems failure, the restoration of liquidity management and
payment systems.

Sources of liquidity are regularly reviewed to maintain a wide
diversification by currency, geography, provider, product and term.
Whilst 2004 saw relatively stable markets, with no significant
consequences for the Group’s liquidity, significant market events over
recent years including corporate scandals contributed to a short-term
flight to quality in financial markets from which Barclays benefited.

An important source of structural liquidity is provided by our core
retail deposits in the UK and Europe, mainly current accounts and
savings accounts. Although 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 to protect
against unexpected fluctuations. Such accounts form a stable funding
base for the Group’s operations and liquidity needs.

To avoid reliance on a particular group of customers or market sectors,
the distribution of sources and the maturity profile of deposits are
also carefully managed. Important factors in assuring liquidity are
competitive rates and the maintenance of depositors’ confidence.
Such confidence is based on a number of factors including the Group’s
reputation, the strength of earnings and the Group’s financial position.
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Securitisation represents a relatively modest proportion of the Group’s
current funding profile, but provides additional flexibility. The Group
has a large residential mortgage portfolio which could be securitised
and hence forms a large — and as yet untapped — source of liquidity.

For further details see contractual cash obligations and commercial
commitments of the Group on page 67.



Table A: Contractual Obligations
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!

Payments due by period

Less than One to Four to After Total
one three five five
year years years years

£m fm fm fm £fm

Long-term debt

Capital lease obligations
Operating lease obligations
Purchase obligations
Other long-term liabilities

46,101 9,841 8,472 9,520 73,934

100 93 121 39 353
243 416 366 1,657 2,682
296 493 193 103 1,085
352 - - - 352

Total

47,092 10,843 9,152 11,319 78,406

Table B: Other Commercial Commitments

!

Amount of commitment expiration per period

Less than One to Four to After Total
one three five five amounts
year years years years committed

£m £m fm fm fm
Acceptances and endorsements 294 9 - - 303
Guarantees and assets pledged as collateral security 24,614 2,088 1,744 1,565 30,011
Other contingent liabilities 6,227 1,156 379 483 8,245
Arising out of sale and option to resell transactions 1 - - - 1
Documentary credits and other short-term trade related transactions 506 13 1 2 522
Forward asset purchases and forward forward deposits placed 9 - - 46 55

Undrawn formal standby facilities, credit lines and other
commitments to lend

97,710 14,688 17,762 3,313 133,473
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Management of operational risk and business risk

Operational and business risks are inherent in Barclays operations and
are typical of any large enterprise.

Operational Risk is the risk of direct or indirect losses resulting from
inadequate or failed internal processes or systems, human factors,
or from external events. Major sources of operational risk include:
operational process reliability, IT security, outsourcing of operations,
dependence on key suppliers, implementation of strategic change,
integration of acquisitions, fraud, error, customer service quality,
regulatory compliance, recruitment, training and retention of staff,
and social and environmental impacts.

Business Risk is the risk of adverse outcomes resulting from a weak
competitive position or from poor choice of strategy, markets,
products, activities or structures. Major potential sources of business
risk include: revenue volatility due to factors such as macro-economic
conditions; inflexible cost structures; uncompetitive products or
pricing; and structural inefficiencies.

Barclays is committed to the advanced management of operational
and business risks. In particular, we are implementing advanced
management and measurement approaches for operational risk

to strengthen control, improve customer service and minimise
operating losses.

It is not cost effective to attempt to eliminate all operational and
business risks and in any event it would not be possible to do so.
Events of small significance are expected to occur and are accepted as
inevitable; events of material significance are rare and the Group seeks
to reduce the risk from these in a framework consistent with its agreed
risk appetite.

Responsibility for and Control of Operational Risk

Barclays has a Group Operational Risk Framework, which is consistent
with and part of the Group Internal Control and Assurance Framework.
Board Governance Standards have been established for all key areas of
identified risk. These Standards are high-level articulations of the
Board’s risk control requirements. The Standards applicable to
operational and business risks are: Brand Management, Capital
Planning, Corporate Responsibility, Financial Crime, Financial
Reporting, Tax and Budgeting, Legal, Operations, People Management,
Regulatory Compliance, Change and Strategic Planning.

Responsibility for implementing and overseeing these policies is to be
found throughout the organisation as follows:

+  The prime responsibility for the management of operational risk
and the compliance with Board Governance Standards rests with
the business and functional units where the risk arises. Front-line
risk managers are widely distributed throughout the Group in
business units. They service and support these areas assisting line
managers in managing these risks.

+ Business Risk Directors in each business are responsible for
overseeing the implementation of and compliance with
Group policies.
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+  Governance and Control Committees in each business monitor
control effectiveness. The Governance and Control Committee
receives reports from the committees in the businesses and
considers Group-wide control issues and their risk mitigation.

+ A Standard Owner agrees responsibility for each Board Governance
Standard, agrees policy and provides advice to business managers
Group-wide. Each monitors and reports upon the application of
their Standard.

» In the corporate centre, the Operational Risk Director oversees the
range of operational risks across the Group in accordance with the
Group Operational Risk Framework.

+ The Internal Audit function provides assurance for operational
risk control across the organisation and reports to the Board and
senior management.

The Management and Measurement of Operational Risk

Risk Assessment — A consistent approach to the identification and
assessment of key risks and controls is undertaken across all business
units. Scenario analysis and self-assessment techniques are widely
used by business management for risk identification and for evaluation
of control effectiveness and monitoring capability. Business
management determines whether particular risks are effectively
managed within business risk appetite and otherwise take remedial
action. The risk assessment process is consistent with COSO principles.

Risk Event Data Collection and Reporting — A standard process is used
Group-wide for the recognition, capture, assessment, analysis and
reporting of risk events. This process is used to identify where process
and control requirements are needed to reduce the recurrence of risk
events. Risk events are loaded onto a central database and reported
monthly to the Risk Oversight Committee.

Barclays also uses a database of external public risk events to assist in
risk identification and assessment.

Reporting — Business units are required to report on both a regular
and an event-driven basis. The reports include a profile of the key risks
to their business objectives, control issues of Group-level significance,
and operational risk events. Specific reports are prepared on a regular
basis for the Risk Oversight Committee, the Board Risk Committee and
the Board Audit Committee. In particular the Group Operational Risk
Profile Report is provided quarterly to the Risk Oversight Committee.

Economic Capital — Methodologies are used for both operational and
business risks to calculate risk sensitive capital allocations. These are
allocated to business units which incur risk-based capital charges,

as a consequence, providing an incentive to manage the risk within
appetite levels. Additional investment is being made to enhance the
Operational Risk Capital model to improve risk sensitivity and to
obtain approval to apply the Advanced Measurement Approach (AMA)
under the Basel Il Accord when that option first becomes available

in 2008.
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Disclosures about certain trading activities including
non-exchange traded contracts

The Group delivers a fully integrated service to clients for base metals,
precious metals, oil and oil-related products, power and gas and
other commodities.

The Group offers both over the counter (OTC) and exchange traded
derivatives in these commodities. The base and precious metals
business also enters into outright metal purchase and sale
transactions, while the power and gas business trades both physical
forwards and derivative contracts.

The Group does not maintain any physical exposures in oil or
oil-related products. The Group also develops and offers a range
of commodity-related structured products.

The Group’s commodity business continues to expand, as market
conditions allow, through the addition of new products and markets.

The Group’s principal commodity related derivative contracts are
swaps, options, forwards and futures, which are similar in nature
to such non-commodity related contracts. Commodity derivatives
contracts include commaodity specification and delivery location
as well as forward date and notional value.

The fair values of commodity physical and derivative positions are
determined through a combination of recognised market observable
prices, exchange prices and established inter-commaodity relationships.
In common with all derivatives, the fair value of OTC commodity
derivative contracts is either determined using a quoted market price
or by using valuation models. Where a valuation model is used, the fair
value is determined based on the expected cash flows under the terms
of each specific contract, discounted back to present value. The
expected cash flows for each contract are either determined using
market parameters such as commodity price curves, commodity
volatilities, commodity correlations, interest rate yield curves

and foreign exchange rates, or derived from historical or other

market prices.

Fair values generated by models are independently validated with
reference to market price quotes, or price sharing with other
institutions. However, where no observable market parameter is
available then instrument fair value will include a provision for the
uncertainty in that parameter based on sale price or subsequent
traded levels.

Discounting of expected cash flows back to present value is achieved
by constructing discount curves from the market price of 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), and the cost of trading out of a position (all positions are
marked to mid-market and hence some bid/offer transaction cost
would be incurred).

The tables on page 70 analyse the overall fair value of the commodity
derivative contracts by movement over time and source of fair value.
Additionally, the positive fair value, adjusted for the impact of netting,
of such contracts is analysed by counterparty credit risk rating.
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The following tables analyse the overall fair value of the commodity derivative contracts by movement over time and source of fair value. As at
31st December 2004 this reflects a gross positive fair value of £4,955m (31st December 2003: £1,982m) and a gross negative fair value of
£4,780m (31st December 2003: £2,088m). Realised and unrealised profits related to physical commodity and commodity derivative activities are
included with dealing profits. Physical commodity positions are held at fair value and reported with other assets in Note 21 on page 156.

Movement in fair value of commodity derivative positions

Total Total

2004 2003

fm £m

Fair value of contracts outstanding at the beginning of the year (106) 40
Contracts realised or otherwise settled during the year 171 (8)
Fair value of new contracts entered into during the year 313 (101)
Other changes in fair value (203) (37)
Fair values of contracts outstanding at the end of the year 175 (106)

Source of commodity derivative fair values

Fair value of contracts at 31st December 2004

Maturity Maturity Maturity Maturity Total

less than one to four to over fair

one year threeyears fiveyears five years value

£m £m fm fm fm

Prices actively quoted (38) 86 16 17 81
Prices provided by other external sources (8) - - - (8)
Prices based on models and other valuation methods (5) 63 23 21 102
Total (51) 149 39 38 175

The following table analyses the positive fair value, adjusted for the impact of netting, arising on commodity derivative contracts. As at
31st December 2004, this reflects a gross positive fair value of £4,955m (31st December 2003: £1,982m) adjusted for the Group’s ability to net
amounts due to the same counterparties (31st December 2004: £3,198m, 31st December 2003: £864m).

Analysis of net positive commodity derivative fair value by counterparty credit risk rating

Total Total

value value

2004 2003

fm £fm

A- to AAA 1,004 792
BBB- to BBB+ 538 280
BB+ and below 215 46
Total 1,757 1,118

All credit exposures are actively managed by the Group. Refer to page 49 for more information on the Group’s approach to credit risk
management. In particular, at 31st December 2004, 69% of all of the commodities credit exposure was to counterparties with cross asset class
netting agreements, that is, netting agreements allowing exposure on commodities products to be reduced by amounts owed to the same
counterparties in other asset classes. This percentage is consistent across the credit ratings applying to BBB+ and below as well as higher
rated counterparties.

Additionally, collateral agreements are held with a majority of these same counterparties that allow collateral to be called against commodity
exposures. All non-collateralised exposures are subject to credit limits, and credit or risk tendency reserves are created against these exposures
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The use of derivatives and their sale to customers as risk management
products is an integral part of the Group’s trading activities. These
instruments are also used to manage the Group’s own exposure to
fluctuations in interest and exchange rates as part of its asset and
liability management activities.

Barclays Capital manages the trading derivatives book as part of the
market risk book. This includes foreign exchange, interest rate, equity,
commodity and credit derivatives. The policies regarding market risk
management are outlined in the market risk management section on
pages 61 to 64.

The policies for derivatives that are used to manage the Group’s own
exposure to interest and exchange rate fluctuations are outlined in the
treasury asset and liability management section on page 64.

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, dealing profits, commissions received
and other assets and liabilities. Notional amounts of the contracts are
not recorded on the balance sheet.

The Group participates both in exchange traded and OTC derivatives
markets.

Exchange Traded Derivatives

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.

Over the Counter Traded Derivatives (OTC)
The Group also buys and sells financial instruments that are traded
over the counter, rather than on a recognised exchange.

These instruments range from commoditised 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, including
the ability to net outstanding balances where the rules of offset are
legally enforceable. For further explanation of the Group’s policies on
netting, see Accounting policies on page 128.

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.

Barclays PLC Annual Report 2004

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.

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.

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 from the buyer 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 in return receives
a predetermined amount.

A description of how credit derivatives are used within the Group is
provided on page 51.

A description of the impact of derivatives under US GAAP is set out on
page 215.

Commodity Derivatives

The Group’s principal commaodity related derivative contracts are
swaps, options, forwards and futures. The main commodities transacted
are oil, base metals, precious metals, US and UK natural gas, and UK
electricity.

A description of commodity derivatives is provided on page 69.
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Statistical and Other Risk Information
This section of the report contains supplementary information that is more detailed or contains longer histories than the data presented in the
discussion. For commentary on this information, please refer to the preceding text (pages 42 to 71).

Credit Risk Management

Table 1: Risk Tendency by Business Cluster

'.‘-_'..1 | 2004 2003
£fm fm

UK Banking 375 385
UK Retail Banking 150 150
UK Business Banking 225 235
Private Clients and International 70 75
Private Clients 5 5
International 65 70
Barclaycard 860 775
Barclays Capital 70 135
Transition Businesses 20 20
Total 1,395 1,390

(Also see chart on page 51.)

Table 2: Loans and advances

e | 2004 2003 2002
fm £m fm

Retail businesses

Banks 1,424 1,495 1,748

Customers 111,074 100,774 90,625
Total retail businesses 112,498 102,269 92,373
Wholesale businesses

Banks 73,713 60,445 56,508

Customers 146,672 129,106 114,767
Total wholesale businesses 220,385 189,551 171,275
Total 332,883 291,820 263,648

(Also see chart on page 52.)

Table 3: Loans and advances by banking and trading books

e | 2004
Customers Banks Total
fm fm fm
Banking book 192,647 24,992 217,639
Trading book 65,099 50,145 115,244
Total 257,746 75,137 332,883
2003
Customers Banks Total
£fm £fm fm
Banking book 170,919 17,270 188,189
Trading book 58,961 44,670 103,631
Total 229,880 61,940 291,820
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Table 4: Maturity analysis of loans and advances to banks
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Over three Over one
months year but
Not more butnot  not more
than three  more than than five Over
On demand months one year years  five years Total
At 31st December 2004 £m £m £m £m £m £m
Banking business:
United Kingdom 733 5,510 1,067 10,533 3,508 21,351
Other European Union 177 540 204 268 - 1,189
United States 25 725 3 - - 753
Rest of the World 275 819 479 123 3 1,699
Total banking business 1,210 7,594 1,753 10,924 3,511 24,992
Total trading business 1,500 44,289 4,356 - - 50,145
Total 2,710 51,883 6,109 10,924 3,511 75,137
Over three Over one
months year but
Not more but not not more
than three  more than than five Over
On demand months one year years five years Total
At 31st December 2003 £m £m £m £fm fm fm
Banking business:
United Kingdom 629 4,299 586 5,127 3,674 14,315
Other European Union 116 1,525 28 12 21 1,702
United States 23 57 10 20 - 110
Rest of the World 295 605 192 48 3 1,143
Total banking business 1,063 6,486 816 5,207 3,698 17,270
Total trading business 830 39,660 4,180 - - 44,670
Total 1,893 46,146 4,996 5,207 3,698 61,940
Table 5: Interest rate sensitivity of loans and advances to banks
2004 2003
Fixed Variable Fixed Variable
rate rate Total rate rate Total
At 31st December £m £m £m fm fm fm
Banking business:
United Kingdom 14,561 6,790 21,351 7,221 7,094 14,315
Other European Union 1,012 177 1,189 1,523 179 1,702
United States 682 71 753 17 93 110
Rest of the World 1,347 352 1,699 781 362 1,143
Total banking business 17,602 7,390 24,992 9,542 7,728 17,270
Total trading business 23,575 26,570 50,145 25,607 19,063 44,670
Total 41,177 33,960 75,137 35,149 26,791 61,940
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Table 6: Interest rate sensitivity of loans and advances to customers

2004 2003
Fixed Variable Fixed Variable

rate rate Total rate rate Total
At 31st December £m £m £m £m £m £m
Banking business:
United Kingdom 40,515 118,579 159,094 35,998 107,811 143,809
Other European Union 2,754 17,639 20,393 4,159 14,868 19,027
United States 1,915 6,069 7,984 1 3,572 3,573
Rest of the World 3,080 2,096 5,176 2,738 1,772 4,510
Total banking business 48,264 144,383 192,647 42,896 128,023 170,919
Total trading business 30,743 34,356 65,099 26,587 32,374 58,961
Total 79,007 178,739 257,746 69,483 160,397 229,880

Table 7: Loans and advances to customers booked in offices in the UK — banking business

2004 2003 2002 2001 2000

At 31st December £m £m fm fm fm
Financial institutions 11,947 7,721 6,158 5,616 4,215
Agriculture, forestry and fishing 1,947 1,766 1,747 1,626 1,689
Manufacturing 6,282 5,967 6,435 6,766 7,573
Construction 2,476 1,883 1,825 1,779 1,666
Property 7,933 6,341 5,695 5,600 5,130
Energy and water 936 1,286 1,290 1,153 1,120
Wholesale and retail distribution and leisure 9,751 8,886 7,858 7,571 7,531
Transport 2,275 2,579 2,366 1,894 1,353
Communications 454 476 694 368 180
Business and other services 14,281 12,030 11,693 10,581 9,894
Home loans 64,481 61,905 58,436 50,945 47,235
Other personal 23,313 21,905 21,357 19,678 18,200
Overseas customers 7,612 5,477 6,201 6,472 5,024
153,688 138,222 131,755 120,049 110,810

Finance lease receivables 5,406 5,587 4,145 4,205 4,504
Total 159,094 143,809 135900 124,254 115,314

(See also chart on page 54.)
The category ‘other personal’ includes credit cards, personal loans and personal overdrafts.

The industry classifications in tables 7-9 have been prepared at the level of the borrowing entity. This means that a loan to the subsidiary of

a major corporation is classified by the industry in which the subsidiary operates, even though the parent’s predominant business may be in a
different industry. Loans to customers domiciled outside the country where the office recording the transaction is located are shown in the table
under ‘Overseas customers’ and not by industry.
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Table 8: Loans and advances to customers booked in offices in other European Union countries — banking business

2004 2003 2002 2001 2000
At 31st December £m fm fm fm fm
Financial institutions 822 1,205 371 500 436
Agriculture, forestry and fishing 156 147 165 240 303
Manufacturing 1,154 1,275 1,422 1,317 1,420
Construction 710 609 314 298 261
Property 169 346 137 241 182
Energy and water BEY 409 367 282 372
Wholesale and retail distribution and leisure 502 426 215 283 140
Transport 481 566 252 318 172
Communications 47 40 173 185 83
Business and other services 2,339 1,251 1,648 1,679 1,284
Home loans 10,920 10,334 6,243 3,871 4,436
Other personal 2,283 1,769 721 661 582
Overseas customers 143 438 384 685 381

20,063 18,815 12,412 10,560 10,052
Finance lease receivables 330 212 167 148 151
Total 20,393 19,027 12,579 10,708 10,203

See note under table 7.

Table 9: Loans and advances to customers in offices in the United States — banking business

2004 2003 2002 2001 2000

At 31st December £m £m £m £m £m
Financial institutions 1,510 919 1,036 1,053 616
Agriculture, forestry and fishing - 1 B - -
Manufacturing 394 341 842 1,553 1,123
Construction 111 2 31 24 -
Property 371 1 15 21 30
Energy and water 946 1,358 2,229 1,567 1,440
Wholesale and retail distribution and leisure 353 77 141 160 214
Transport 379 468 1,248 931 580
Communications 138 153 46 66 88
Business and other services 715 220 441 901 2,174
Home loans 2,214 - - - 1
Other personal 58 - - 267 6
Overseas customers 767 - 62 23 56
7,956 3,540 6,094 6,566 6,328

Finance lease receivables 28 33 44 48 48
Total 7,984 3,573 6,138 6,614 6,376

See note under table 7.

Table 10: Loans and advances to customers booked in offices in the rest of the world — banking business

2004 2003 2002 2001 2000
At 31st December £m £m fm £m £m
Loans and advances 5,129 4,465 5,566 7,384 8,920
Finance lease receivables 47 45 33 32 30
Total 5,176 4,510 5,599 7,416 8,950
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Table 11: Total loans and advances to customers

2004 2003 2002 2001 2000
At 31st December £m £m fm fm fm
Banking business 192,647 170,919 160,216 148,992 140,843
Trading business 65,099 58,961 45,176 34,240 23,198
Total 257,746 229,880 205,392 183,232 164,041
Table 12: Maturity analysis of loans and advances to customers
Over three Over one
months year but
Not more butnot  not more
than three  more than than five Over
On demand months one year years  five years Total
At 31st December 2004 £m £m £m £m f£m f£m
Banking business:
United Kingdom
Corporate lending@ 8,327 8,754 8,597 15,063 17,543 58,284
Other lending from United Kingdom offices 4,532 8,049 7,196 13,172 67,861 100,810
Total United Kingdom 12,859 16,803 15,793 28,235 85,404 159,094
Other European Union 951 2,807 5,709 3,308 7,618 20,393
United States - 913 563 2,807 3,701 7,984
Rest of World 741 1,247 1,774 829 585 5,176
Total banking business 14,551 21,770 23,839 35,179 97,308 192,647
Total trading business 4,294 58,978 1,529 298 - 65,099
Total 18,845 80,748 25,368 35,477 97,308 257,746
Over three Over one
months year but
Not more but not not more
than three  more than than five Over
On demand months one year years five years Total
At 31st December 2003 fm fm fm £m £m fm
Banking business:
United Kingdom
Corporate lending@ 6,108 9,298 4,596 17,138 11,796 48,936
Other lending from United Kingdom offices 2,869 6,940 6,359 12,345 66,360 94,873
Total United Kingdom 8,977 16,238 10,955 29,483 78,156 143,809
Other European Union 597 2,497 2,591 2,507 10,835 19,027
United States - 276 253 1,745 1,299 3,573
Rest of the World 601 2,151 495 764 499 4,510
Total banking business 10,175 21,162 14,294 34,499 90,789 170,919
Total trading business 2,004 54,996 1,615 335 11 58,961
Total 12,179 76,158 15,909 34,834 90,800 229,880

(Also see chart on page 54.)
Note

(a) Inthe UK, finance lease receivables are included in ‘Other lending’, although some leases are to corporate customers.
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Table 13: Loans and advances to borrowers in currencies other than the local currency of the borrower for countries where this exceeds 1%
of total Group assets

N Commercial
Banks industrial

and other Governments  and other

As % of financial  and official private

assets Total institutions institutions sectors

£m £m £m £m

At 31st December 2004

United States 4.1 21,556 10,102 2 11,452
Germany 1.4 7,128 6,614 - 514
France 1.1 5,562 5,019 27 516
At 31st December 2003

United States 2.7 12,110 4,679 - 7,431
Germany 1.2 5,127 4,662 7 458
At 31st December 2002

United States 4.2 17,140 9,672 1 7,467
Germany 2.5 10,094 9,841 7 246
France 1.2 4,871 4,484 24 363

At 31st December 2004, there were no countries where Barclays had cross-currency loans to borrowers between 0.75% and 1% of total Group
assets. At 31st December 2003, there were cross-currency loans to borrowers in France of between 0.75% and 1% of total Group assets,
amounting to £3,570m. At 31st December 2002 there were cross-currency loans to borrowers in the Netherlands and Ireland of between 0.75%
and 1% of total Group assets amounted to £7,552m.

Table 14: Off-balance sheet and other credit exposures as at 31st December

N 2004 2003 2002
fm £m £m

Off-balance sheet exposures
Contingent liabilities 38,559 33,694 26,546
Commitments to lend 134,051 114,847 101,378

On-balance sheet exposure
Balances arising from off-balance sheet

financial instruments (OTC derivatives) 18,174 15,812 13,454

London Metal Exchange warrants and

other trading positions 952 1,290 829

Debt securities — held for trading 87,671 59,812 53,961
— non-trading 39,757 37,581 40,268

Current year credit cards commitments to lend have been calculated on a contractual basis rather than a modelled basis. Had this method been
applied in earlier years, reported commitments would have been increased by £5,899m to £120,746m in 2003 and by £5,230m to £106,608m
in 2002.
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Table 15: Notional principal amounts of credit derivatives at 31st December

2004 2003 2002

fm £m fm

Credit derivatives held or issued for trading purposes 186,275 43,256 10,665

Credit derivatives held for the purpose of managing non-trading exposures 5,133 4,194 7,736

Total 191,408 47,450 18,401

Table 16: Non-performing loans summary

2004 2003 2002 2001 2000

£m fm £fm £m fm

Non-accrual loans 2,115 2,261 2,542 1,923 1,539

Accruing loans where interest is being suspended with or without provisions 492 629 611 561 496

Other accruing loans against which provisions have been made 842 821 819 830 692

Sub total 3,449 3,711 3,972 3,314 2,727
Accruing loans 90 days or more overdue, against which no provisions

have been made 521 590 690 648 713

Reduced rate loans 15 4 6 5 6

Total non-performing loans 3,985 4,305 4,668 3,967 3,446
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Table 17: Non-performing loans

2004 2003 2002 2001 2000
£m £fm £m fm fm
Non-accrual loans:
United Kingdom 1,583 1,572 1,557 1,292 1,223
Other European Union 194 143 108 90 96
United States 249 383 744 306 119
Rest of the World 89 163 133 235 101
Total 2,115 2,261 2,542 1,923 1,539
Accruing loans where interest is being suspended with or without provisions:
United Kingdom 431 559 480 386 351
Other European Union 31 29 35 30 36
United States - - - - -
Rest of the World 30 41 96 145 109
Total 492 629 611 561 496
Other accruing loans against which provisions have been made:
United Kingdom 764 760 751 756 543
Other European Union 27 35 27 20 71
United States 26 - - 1M 2
Rest of the World 25 26 41 43 76
Total 842 821 819 830 692
Sub totals:
United Kingdom 2,778 2,891 2,788 2,434 2,117
Other European Union 252 207 170 140 203
United States 275 383 744 317 121
Rest of the World 144 230 270 423 286
Total 3,449 3,711 3,972 3,314 2,727
Accruing loans 90 days overdue, against which no provisions have been made:
United Kingdom 484 566 687 621 695
Other European Union 34 24 3 - 1
United States 1 - - - -
Rest of the World 2 - - 27 17
Total 521 590 690 648 713
Reduced rate loans:
United Kingdom 2 4 4 4 6
Other European Union - - - - -
United States 13 - - - -
Rest of the World - - 2 1 -
Total 15 4 6 5 6
Total non-performing loans:
United Kingdom 3,264 3,461 3,479 3,059 2,818
Other European Union 286 231 173 140 204
United States 289 383 744 317 121
Rest of the World 146 230 272 451 303
Total 3,985 4,305 4,668 3,967 3,446
(Also see chart on page 56.)
Table 18: Potential problem loans
2004 2003 2002 2001 2000
£m £fm £fm fm fm

United Kingdom 648 989 852 872 659
Other European Union - 23 - 2 2
United States 27 259 241 369 313
Rest of the World 81 56 69 63 64
Total 756 1,327 1,162 1,306 1,038

(Also see chart on page 56.)
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Table 19: Interest foregone on non-performing loans

Year ended 31st December

2004 2003
fm £m
Interest income that would have been recognised under the original contractural terms
of the non-performing loans:
United Kingdom 266 247
Rest of the World 52 65
318 312

Interest income of approximately £59m (2003: £47m) from such loans was included in profit, of which £54m (2003: £39m) related to domestic

lending and the remainder to foreign lending. The balance was not received or was suspended.

Table 20: Analysis of the provisions charge for bad and doubtful debts

Year ended 31st December

2004 2003 2002 2001 2000
£m £m £m £m £m
Net specific provisions charge/(release)
United Kingdom 1,198 1,132 1,041 964 688
Other European Union 57 37 14 20 12
United States 33 84 385 136 17
Rest of the World 13 67 46 45 60
Total net specific provisions charge 1,301 1,320 1,486 1,165 777
General provisions (release)/charge (210) 27 (2) (16) 40
Total 1,091 1,347 1,484 1,149 817
(Also see chart on page 58.)
Table 21: Bad debt provisions charge ratios (‘Loan loss ratios’)
Year ended 31st December
2004 2003 2002 2001 2000
% % % % %
Provisions charge as a percentage of average banking loans and advances
for the year:
Specific provisions charge 0.65 0.71 0.85 0.74 0.64
General provisions charge (0.11) 0.02 - (0.01) 0.03
0.54 0.73 0.85 0.73 0.67
Amounts written off (net of recoveries) 0.67 0.74 0.64 0.53 0.47
Provisions charge as a percentage of average loans and advances
for the year (including trading business):
Specific provisions charge 0.41 0.46 0.58 0.52 0.44
General provisions charge (0.07) 0.01 - - 0.02
Total 0.34 0.47 0.58 0.52 0.46
Amounts written off (net of recoveries) 0.42 0.48 0.43 0.37 0.32

(Also see chart on page 58.)
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Table 22: Analysis of provision balances for bad and doubtful debts

1 ] As at 31st December
2004 2003 2002 2001 2000
£m £fm £m fm £fm

Specific provisions

United Kingdom 1,860 1,856 1,790 1,605 1,343
Other European Union 104 97 84 89 112
United States 128 121 257 89 20
Rest of the World 110 159 130 188 118
Total specific provision balances 2,202 2,233 2,261 1,971 1,593
General provision balances 564 795 737 745 760
Total provision balances 2,766 3,028 2,998 2,716 2,353
Average loans and advances for the year (excluding trading business) 200,180 184,765 174,764 157,904 122,333

(including trading business) 317,136 285,963 256,789 223,221 176,938

Table 23: Provisions balance ratios

i E ] As at 31st December
2004 2003 2002 2001 2000
% % % % %
Excluding trading business
Provisions balance at end of year as a percentage of loans and advances
at end of year:
Specific provision balances 1.01 1.19 1.29 1.22 1.06
General provision balances 0.25 0.42 0.42 0.46 0.51
1.26 1.61 1.71 1.68 1.57
Including trading business
Provisions balance at end of year as a percentage of loans and advances
at end of year:
Specific provision balances 0.66 0.77 0.86 0.85 0.79
General provision balances 0.17 0.27 0.28 0.32 0.38
0.83 1.04 1.14 1.17 1.17
Table 24: Movements in provisions charge for bad and doubtful debts
= ] 2004 2003 2002 2001 2000
fm £m £m £m £m
Provisions balance at beginning of year 3,028 2,998 2,716 2,353 1,983
Acquisitions and disposals 21 62 (11) 46 119
Exchange and other adjustments (34) (18) (77) (1) 4
Amounts written off (1,595) (1,474) (1,220) (973) (683)
Recoveries 255 113 106 142 113
Provisions charged against profit 1,091 1,347 1,484 1,149 817
Provisions balance at end of year 2,766 3,028 2,998 2,716 2,353

(Also see chart on page 59.)
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Table 25: Amounts written off

2004 2003 2002 2001 2000
fm £m £m £fm £m
United Kingdom (1,411)  (1,175) (950) (814) (595)
Other European Union (58) (54) (31) (36) (45)
United States (71) (215) (215) (94) (26)
Rest of the World (55) (30) (24) (29) (17)
Total amounts written off (1,595) (1,474) (1,220) (973) (683)
Table 26: Recoveries
2004 2003 2002 2001 2000
fm £m £m fm £m
United Kingdom (220) (95) (88) (106) (100)
Other European Union (8) (7) (7) (5) (6)
United States (15) (10) 9) (27) (4)
Rest of the World (12) (1) (2) 4) 3)
Total recoveries (255) (113) (106) (142) (113)
Table 27: Provisions charged against profit
2004 2003 2002 2001 2000
£m £m £m £m fm
New and increased specific provisions charge:
United Kingdom 1,571 1,373 1,210 1,157 843
Other European Union 82 57 33 35 35
United States 67 118 404 173 27
Rest of the World 47 80 72 75 76
1,767 1,628 1,719 1,440 981
Releases of specific provisions charge:
United Kingdom (153) (146) (81) (87) (55)
Other European Union (17) (13) (12) (10) 17)
United States (19) (24) (10) (10) (6)
Rest of the World (22) (12) (24) (26) (13)
(211) (195) (127) (133) (91)
Recoveries (255) (113) (106) (142) (113)
Net specific provisions charge 1,301 1,320 1,486 1,165 777
General provision (release)/charge (210) 27 (2) (16) 40
Net provisions charge to profit 1,091 1,347 1,484 1,149 817
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Table 28: Specific provision charges for bad and doubtful debts by industry

Net specific provision charged for the year

2004 2003 2002 2001 2000
£m £fm £m £fm fm

United Kingdom:
Banks and other financial institutions (1) 13 1 (2) 7
Agriculture, forestry and fishing - 3) (1) 6 6
Manufacturing 28 79 80 62 8
Construction 10 (23) 41 12 7
Property (42) (3) 8 3 1
Energy and water 3 13 22 1 8
Wholesale and retail distribution and leisure 66 38 37 44 21
Transport (19) 100 7 6 2
Communications (1) 1 16 1 -
Business and other services 64 76 62 75 27
Home loans 17 9 4 8 10
Other personal 890 757 748 782 577
Overseas customers 181 66 13 (34) 6
Finance lease receivables 2 9 3 - 8
1,198 1,132 1,041 964 688
Foreign 103 188 445 201 89
1,301 1,320 1,486 1,165 777

The category ‘other personal’ includes credit cards, personal loans and personal overdrafts.

The industry classifications in tables 28, 29 and 30 have been prepared at the level of the borrowing entity. This means that a loan to the
subsidiary of a major corporation is classified by the industry in which the subsidiary operates, even though the parent’s predominant business
may be in a different industry. Loans to customers domiciled outside the country where the office recording the transaction is located are shown
in the chart under ‘Overseas customers’ and not by industry.

Table 29: Specific provision balances for bad and doubtful debts by industry

Specific provision balances as at 31st December

2004 2003 2002 2001 2000
£fm % £fm % £m % £m % fm %

United Kingdom:
Banks and other
financial institutions 7 0.3 12 0.5 1 - 5 0.3 7 0.4
Agriculture, forestry
and fishing 4 0.2 5 0.2 7 0.3 13 0.7 11 0.7
Manufacturing 37 1.7 58 2.6 98 4.3 49 2.5 43 2.7
Construction 6 0.3 7 0.3 35 1.6 6 0.3 8 0.5
Property 26 1.2 3 0.1 9 0.4 8 0.4 8 0.5
Energy and water 23 1.0 27 1.2 28 13 10 0.5 8 0.5
Wholesale and retail
distribution and
leisure 70 3.2 52 2.3 54 24 60 3.0 42 2.6
Transport 55 2.5 103 4.6 7 0.3 6 0.3 4 0.3
Communications 13 0.6 15 0.7 15 0.7 1 0.1 1 0.1
Business and other
services 105 4.8 121 54 92 4.1 77 3.9 40 2.5
Home loans 58 2.6 55 2.5 53 2.3 60 3.0 61 3.8
Other personal 1,354 61.5 1,359 60.9 1,343 59.4 1,252 63.5 1,041 65.4
Overseas customers 88 4.0 24 1.1 39 1.7 52 2.6 58 3.6
Finance lease
receivables 14 0.6 15 0.7 9 0.4 6 0.3 11 0.7

1,860 84.5 1,856 83.1 1,790 79.2 1,605 81.4 1,343 84.3
Foreign 342 15.5 377 16.9 471 20.8 366 18.6 250 15.7

2,202 100.0 2,233 100.0 2,261 100.0 1,971 100.0 1,593 100.0

See Note under table 28.
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Table 30: Analysis of amounts written off and recovered by industry

e | Amounts written off for the year Recoveries of amounts previously written off
2004 2003 2002 2001 2000 2004 2003 2002 2001 2000
£m £fm fm fm fm £m fm fm £fm fm
United Kingdom:
Banks and other
financial institutions 7 14 2 3 13 3 12 - 3 4
Agriculture, forestry
and fishing 2 - 4 7 6 1 1 2 2 2
Manufacturing 79 126 72 65 30 30 8 22 11 16
Construction 13 19 15 16 8 2 14 3 2 2
Property 2 5 10 5 5 69 1 2 1 3
Energy and water 9 15 4 1 2 2 - 1 - -
Wholesale and retail
distribution and
leisure 55 45 53 35 34 7 5 11 9 12
Transport 44 5 7 4 3 15 1 1 - 1
Communications 2 1 2 - 1 - - - -
Business and other
services 96 58 65 57 33 16 11 13 9 11
Home loans 19 11 11 14 15 5 3 1 4 3
Other personal 963 790 692 599 435 68 38 31 29 28
Overseas customers 116 82 9 2 7 - - - 35 17
Finance lease
receivables 4 4 4 6 4 1 1 1 1 1
1,411 1,175 950 814 595 220 95 88 106 100
Foreign 184 299 270 159 88 35 18 18 36 13
1,595 1,474 1,220 973 683 255 113 106 142 113
See Note under table 28.
Table 31: Total provisions balance coverage of non-performing loans
i H | 2004 2003 2002 2001 2000
% % % % %
United Kingdom 72.4 74.2 71.2 72.5 71.1
Other European Union 55.6 714 61.8 78.6 72.1
United States 49.5 39.2 43.7 61.8 81.0
Rest of the World 95.9 83.9 61.8 59.2 64.7
Total coverage of non-performing loans 70.4 71.5 65.9 70.4 71.0
(Also see chart on page 60.)
Table 32: Total provisions balance coverage of potential credit risk lending (NPLs and PPLs)
i.-__'__" | 2004 2003 2002 2001 2000
% % % % %
United Kingdom 60.4 57.7 57.2 56.4 57.7
Other European Union 55.6 65.0 61.8 77.5 714
United States 453 23.4 33.0 28.6 22.6
Rest of the World 61.7 67.5 49.3 51.9 53.4
Total coverage of potential credit risk lending 59.2 54.6 52.8 52.9 54.5

(Also see chart on page 60.)
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Table 33: Ratios of general and specific provision balances

2004 2003 2002 2001 2000

% % % % %

Specific provisions balances coverage of non-performing loans 55.3 51.9 48.4 49.7 46.2
General provisions balances coverage of performing loans (excluding trading book) 0.26 0.43 0.43 0.47 0.52
General provisions coverage of performing loans (including trading book) 0.17 0.28 0.28 0.33 0.38

(Also see chart on page 60.)

Liquidity Risk Management

Table 34: Analysis of weighted-average receive fixed and pay fixed rates by reset maturity date and nominal amount at 31st December 2004

Sterling denominated contracts Non-sterling denominated contracts
Pay fixed Receive fixed Pay fixed Receive fixed
Nominal Average Nominal Average Nominal Average Nominal Average
amount rate amount rate amount rate amount rate
fm % £m % fm % £fm %
Reset maturity date
Not more than three months 993 4.60 1,380 6.23 776 2.66 671 2.67
Over three months but not
more than six months 2,633 5.11 1,242 6.43 778 2.70 385 3.70
Over six months but not
more than one year 1,553 4.62 4,221 5.70 3,063 2.88 854 4.58
Over one year but not
more than five years 5,806 5.24 24,250 5.04 2,382 4.23 4,711 4.03
Over five years 4,475 4.63 6,520 5.92 1,499 4.53 5,647 6.45
Total 15,460 4.94 37,613 5.36 8,498 3.51 12,268 5.10

Table 35: Analysis of weighted-average receive variable and pay variable rates by reset maturity date and nominal amount at
31st December 2004

Sterling denominated contracts Non-sterling denominated contracts
Receive variable Pay variable Receive variable Pay variable
Nominal Average Nominal Average Nominal Average Nominal Average
amount rate amount rate amount rate amount rate
fm % fm % fm % fm %

Reset maturity date
Not more than three months 17,093 4.24 29,649 5.10 10,070 2.26 13,073 2.66
Over three months but not
more than six months 5,725 4.96 15,821 5.03 1,601 2.35 2,433 2.51
Over six months but not
more than one year 542 5.05 43 5.31 633 2.19 144 2.95
Over one year but not
more than five years - - - - - - 424 2.27
Over five years - - - - - - - -
Total 23,360 4.44 45,513 5.07 12,304 2.26 16,074 2.63
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2004 2003 2002 2001 2000
£m £fm fm £m £m

Interest receivable 13,665 12,427 12,044 13,458 11,788
Interest payable (6,823) (5,823) (5,839) (7,492) (6,682)
Profit on redemption/repurchase of loan capital - - - - 2
Net interest income 6,842 6,604 6,205 5,966 5,108
Fees and commissions receivable 5,672 4,896 4,454 4,202 3,676
Less: fees and commissions payable (706) (633) (529) (465) (320)
Dealing profits 1,493 1,054 833 1,011 677
Other operating income 644 490 364 428 353
Operating income 13,945 12,411 11,327 11,142 9,494
Administration expenses — staff costs (4,998) (4,295) (3,755) (3,714) (3,219)
Administration expenses — other (2,758) (2,404) (2,312) (2,303) (1,967)
Depreciation (295) (289) (303) (308) (255)
Goodwill amortisation (299) (265) (254) (229) (51)
Operating expenses (8,350) (7,253) (6,624) (6,554) (5,492)
Operating profit before provisions 5,595 5,158 4,703 4,588 4,002
Provisions for bad and doubtful debts (1,091) (1,347) (1,484) (1,149) (817)
Provisions for contingent liabilities and commitments (2) 1 (1 (1) 1
Provisions (1,093)  (1,346)  (1,485)  (1,150) (816)
Operating profit 4,502 3,812 3,218 3,438 3,186
(Loss)/profit from joint ventures 3) 1 (5) (1) (1)
Profit/(loss) from associated undertakings 59 28 (5) (8) (7)
Exceptional items 45 4 3) (4) 214
Profit on ordinary activities before tax 4,603 3,845 3,205 3,425 3,392
Tax on profit on ordinary activities (1,289) (1,076) (955) (943) (901)
Profit on ordinary activities after tax 3,314 2,769 2,250 2,482 2,491
Minority interests (including non-equity interests) (46) (25) (20) (36) (46)
Profit for the financial year attributable to the members of Barclays PLC 3,268 2,744 2,230 2,446 2,445
Dividends (1,538) (1,340) (1,206) (1,110) (927)
Profit retained for the financial year 1,730 1,404 1,024 1,336 1,518

Selected financial statistics
Earnings per ordinary share 51.2p 42.3p 33.7p 36.8p 40.4p
Dividends per ordinary share 24.00p 20.50p 18.35p 16.63p 14.50p
Dividend payout ratio 46.9% 48.5% 54.5% 45.2% 35.9%
Attributable profit before tax as a percentage of:
average shareholders’ funds 26.7% 23.6% 21.0% 23.9% 33.8%
Attributable profit after tax as a percentage of:
average shareholders’ funds 19.2% 17.0% 14.7% 17.4% 24.8%
average total assets (Note (b)) 0.5% 0.6% 0.5% 0.6% 0.8%
Average United States Dollar exchange rate used in preparing the accounts 1.83 1.64 1.50 1.44 1.52
Average euro exchange rate used in preparing the accounts 1.47 1.45 1.59 1.61 1.64

See Notes on page 88.
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Consolidated balance sheet summary®)

2004 2003 2002 2001 2000
fm £m £m £m £m
Assets
Loans and advances to banks and customers 330,077 288,743 260,572 228,382 198,536
Other assets 177,009 139,818 129,136 113,917 102,484
507,086 428,561 389,708 342,299 301,020
Infrastructure 6,625 6,624 6,015 6,137 6,450
513,711 435,185 395,723 348,436 307,470
Retail life-fund assets attributable to policyholders 8,378 8,077 7,284 8,170 8,711
Total assets 522,089 443,262 403,007 356,606 316,181
Liabilities
Deposits by banks, customer accounts and debt securities in issue 396,548 328,529 304,817 273,073 240,607
Other liabilities 86,568 77,660 64,067 50,763 45,715
483,116 406,189 368,884 323,836 286,322
Capital resources
Undated loan capital 6,149 6,310 6,678 5,054 4,022
Dated loan capital 6,128 6,029 4,859 4,933 3,698
Minority interests (including non-equity interests) 901 283 156 134 250
Shareholders’ funds: equity 17,417 16,374 15,146 14,479 13,178
30,595 28,996 26,839 24,600 21,148
513,711 435,185 395,723 348436 307,470
Retail life-fund liabilities attributable to policyholders 8,378 8,077 7,284 8,170 8,711
Total liabilities and shareholders’ funds 522,089 443,262 403,007 356,606 316,181
Weighted risk assets and capital ratios
Weighted risk assets 218,601 188,997 172,748 158,873 147,040
Tier 1 ratio 7.6% 7.9% 8.2% 7.8% 7.2%
Risk asset ratio 11.5% 12.8% 12.8% 12.5% 11.0%
Selected financial statistics
Average shareholders’ funds as a percentage of average total assets (Note (b)) 2.7% 3.3% 3.5% 3.7% 3.2%
Net asset value per ordinary share 270p 250p 230p 217p 198p
Year-end United States Dollar exchange rate used in preparing the accounts 1.92 1.78 1.61 1.45 1.49
Year-end euro exchange rate used in preparing the accounts 1.41 1.41 1.54 1.64 1.60

Notes

(a) The financial information on pages 87 and 88 is extracted from the published accounts for the last five years, restated where appropriate to accord with the
current accounting policies of the Group (see page 124). This information should be read together with, and is qualified by reference to, the accounts and Notes

included in this report.

(b) For the purposes of this summary, the retail life-fund assets attributable to policyholders have been excluded from average total assets.

Note 52 to the accounts provides a reconciliation of net profit and shareholders’ funds between the amounts calculated under UK GAAP and US GAAP.
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UK Banking

UK Banking delivers banking solutions to Barclays UK retail and
business banking customers. It offers a range of integrated products
and services and access to the expertise of other Group businesses.
Customers are served through a variety of channels comprising: the
branch network, automated teller machines, telephone banking,
online banking and relationship managers. UK Banking is managed
through two business areas, UK Retail Banking and UK Business
Banking.

UK Retail Banking

UK Retail Banking comprises Personal Customers, Mortgages, Small
Business and UK Premier. The bringing together of these businesses
enables the building of broader and deeper relationships with both
existing and new customers. Personal Customers and Mortgages
provide a wide range of products and services to over 14 million retail
customers, including current accounts, savings, mortgages, and
general insurance. Small Business provides banking services to 566,000
small businesses. UK Premier provides banking, investment products
and advice to some 273,000 affluent customers.

UK Business Banking

UK Business Banking provides relationship banking to the Group’s larger
and medium business customers in the United Kingdom. Customers are
served by a network of relationship and industry sector specialist
managers who provide local access to an extensive range of products
and services, as well as offering business information and support.
Customers are also offered access to the products and expertise of
other businesses in the Group, particularly Barclays Capital.

Private Clients and International

Private Clients and International manages Barclays wealth
management operations and the Group’s international retail and
commercial banking activities. It is managed as two distinct
businesses.

Private Clients

Private Clients serves affluent, high net worth and corporate clients,
primarily in the UK and continental Europe, providing private banking,
offshore banking, stockbroking and asset management services, as well
as financial planning services to a broader customer base. Private
Clients comprises two businesses: International and Private Banking;
and Wealth Solutions (which includes Barclays Financial Planning,
Barclays Stockbrokers and the Gerrard business, which was acquired in
2003). Through Wealth Solutions, Private Clients delivers investment
products to UK Retail Banking. Private Clients also includes the closed
life assurance activities.
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International

International provides a range of banking services, including current
accounts, savings, investments, mortgages and consumer loans to
personal and corporate customers across Spain, Portugal, France, Italy,
the Caribbean, Africa and the Middle East. International also includes
the results of the FirstCaribbean business, accounted for as an
associated undertaking.

Barclaycard

Barclaycard is a multi-brand credit card and consumer lending business
with an increasing international presence and is one of the leading
credit card businesses in Europe.

In the UK, Barclaycard operates the Barclaycard branded credit cards,
Barclays branded consumer loans — particularly Barclayloan — and also
comprises FirstPlus, Clydesdale Financial Services and Monument
credit cards.

Outside the UK, Barclaycard International is active in the United States,
Germany, Spain, Greece, Italy, Portugal, Republic of Ireland and across
Africa. The acquisition of the US credit card issuer, Juniper Financial
Corporation, was completed on 1st December 2004. Juniper provides a
platform for the expansion of Barclaycard’s international business into
the US credit card market.

Barclaycard Business processes card payments for retailers and
merchants and issues cards to corporate customers.

Barclaycard works closely with other parts of the Group, including
UK Retail Banking, UK Business Banking and International, to leverage
their distribution capability.

Barclays Capital

Barclays Capital is a leading global investment bank which provides
large corporate, institutional and government clients with solutions
to their financing and risk management needs.

The Barclays Capital business model focuses on a broad span of
financing and risk management services. It services a wide variety
of client needs, from capital raising and managing foreign exchange,
interest rate and commodity risks, through to providing technical
advice and expertise.

Activities are primarily divided between two areas: Rates, which
includes fixed income, foreign exchange, commodities, emerging
markets, money markets sales, trading and research, prime brokerage
and equity related activities; and Credit, which includes origination,
sales, trading and research relating to loans, debt capital markets,
structured capital markets, commercial mortgage backed securities,
private equity and large asset leasing.
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Barclays Global Investors

Barclays Global Investors (BGI) is one of the world’s largest asset
managers and a leading global provider of investment management
products and services.

BGlI offers structured investment strategies such as indexing, global
asset allocation and risk controlled active products, including hedge
funds. BGI also provides related investment services such as securities
lending, cash management and portfolio transition services. In
addition, BGl is the global product leader in Exchange Traded Funds
(iShares), with over 100 funds for institutions and individuals trading
in ten global markets. BGI's investment philosophy is founded on
managing all dimensions of performance with a consistent focus on
controlling risk, return and cost.

Head Office Functions and Other Operations

Head office functions comprise all the Group’s central costs, including
the following areas that fall within Central Support: Executive
Management, Finance, Treasury, Marketing, Communications, Human
Resources, Strategy and Planning, Internal Audit, Legal, Corporate
Secretariat, Tax, Compliance and Risk. Costs incurred wholly on behalf
of the business units are recharged to them.

Transition Businesses comprise discontinued South American and
Middle Eastern corporate banking businesses and other centrally
managed Transition Businesses. These non-core relationships are
managed separately with the objective of maximising the recovery
from the assets concerned.

Central items include internal fees charged by Barclays Capital for
structured capital markets activities, income from the management of
the Group’s operational premises, property related services and other

central items including activities which support the operating business.

Competition and Outlook

The Barclays Group operates in a number of highly competitive
environments. Competitors include other banks, brokerage firms,
investment banking companies, credit card companies, mortgage
companies, leasing companies, and a variety of other financial services
and advisory companies.

The UK market remains highly competitive and innovative.
Competition comes both from incumbent players and new market
entrants. The landscape is expected to remain highly competitive in all
our businesses. Barclays remains at the forefront of market innovation
to introduce new propositions to the market, and we are confident
that the Group’s portfolio of businesses, combined with a focus on
improving franchise health and the continued application of value-
based management principles, will stand the Group in good stead

to meet the challenges ahead.

The recent growth in the UK economy may weaken in the short term,
driven by a cooling in the consumer market in response to a more
subdued housing market and also by a weaker international economy.
The US economy is expected to be more subdued, partly because of oil
price strength but also because of the need to resolve imbalances in
the economy, in particular the federal and current account deficits.
This may have important implications for growth, interest rates and
exchange rates around the world, and particularly for Continental
Europe, where growth has been dependent on exports.
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The financial services industry has undergone consolidation in recent
years, as companies involved in a broad range of financial services
have merged, and this is expected to continue. This consolidation
could result in competition becoming more intense, as firms continue
to compete with companies that may be larger, better capitalised or
have stronger local presences in certain geographies.

Supervision and Regulation

Barclays is an international financial services group involved primarily
in Banking, Investment Banking and Asset Management, and has
operations in some 60 countries. The Group’s operations, including its
overseas offices subsidiary and associated undertakings, are subject to
rules and regulations, including reserve and reporting requirements
and conduct of business requirements imposed by the relevant central
banks and regulatory authorities.

In the UK, the Financial Services Authority (FSA) is the independent
body responsible for the regulation of deposit taking, life insurance
and investment business. From 31st October 2004, the FSA assumed
responsibility for the regulation of mortgage lending, sales and
administration and from 14th January 2005, for the sale and
administration of general insurance contracts. The FSA was established
by the Government and it exercises statutory powers under the
Financial Services and Markets Act 2000 (FSMA).

Barclays Bank PLC is authorised by the FSA to carry on a range of
regulated activities within the UK and is subject to consolidated
supervision. In its role as supervisor, the FSA is seeking to ensure
the safety and soundness of financial institutions with the aim of
strengthening, but not guaranteeing, the protection of customers.

The FSA's continuing supervision of financial institutions authorised
by it 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.

Under the FSA's risk-based approach to supervision, the starting
point for the FSA's supervision of all financial institutions is based

on a systematic analysis of the risk profile for 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. The FSA also
promulgates requirements that banks and other financial institutions
are required to meet on matters such as capital adequacy (see Capital
ratios on pages 114 and 115), limits on large exposures to individual
entities and groups of closely connected entities, and liquidity.

Banks, insurance companies and other financial institutions in the UK
are subject to a single financial services compensation scheme (the
Financial Services Compensation Scheme) where an authorised firm
is unable or is likely to be unable to meet claims made against it due
to its financial circumstances. Different levels of compensation are
available to eligible claimants depending upon whether the protected
claim is in relation to a deposit, a contract of insurance or protected
investment business. The manager of the Scheme is able to make an
offer of compensation or, in respect of insurance contracts, offer to
continue cover or provide assistance to an insurance undertaking to



allow it to continue insurance business in accordance with the rules of
the Scheme. Most deposits made with branches of Barclays Bank PLC
within the European Economic Area (EEA) which are denominated in
sterling or other EEA currencies (including the euro) are covered by
the Scheme. Most claims made in respect of designated 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 Scheme establishes the maximum
amounts of compensation payable in respect of protected claims: for
eligible protected deposit claims, this is £31,700 (100% of the first
£2,000 and 90% of the next £33,000) and for protected investment
business, this is £48,000 (100% of the first £30,000 and 90% of the
next £20,000). There is no maximum limit for protected insurance
claims. The first £2,000 of a valid claim is paid in full together with
90% of the remaining loss.

Outside of the UK, the Group has operations (and main regulators)
located in continental Europe in particular, France, Germany,

Spain, Portugal and Italy (local central banks and other regulatory
authorities); Asia Pacific (various regulatory authorities including the
Hong Kong Monetary Authority, the Japanese FSA and the Monetary
Authority of Singapore); Africa, where the Group’s operations are
headquartered in Johannesburg, South Africa (The South African
Reserve Bank) and the United States of America (the Federal Reserve
Board and the Securities and Exchange Commission).

In the United States, Barclays PLC, Barclays Bank PLC and certain

US subsidiary undertakings, branches and agencies of the Bank 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, the
Foreign Bank Supervision Enhancement Act of 1991 and the USA
PATRIOT Act of 2001. Such laws and regulations impose limitations on
the types of businesses, and the ways in which they may be conducted,
in the United States and on the location and expansion of banking
business there. The Bank’s operations are subject to extensive federal
and state supervision and regulation by the Federal Reserve Board
(FRB), the State of New York Banking Department (NYSB) and the
Office of the Comptroller of the Currency (OCC). The deposits of
Barclays Bank PLC branch are insured by the FDIC and subject to

its regulations. The Investment Banking and Asset Management
operations are subject to ongoing supervision and regulation by

the Securities and Exchange Commission (SEC) as well as a
comprehensive scheme of regulation under the US federal securities
laws, as enforced by, for example, the National Association of
Securities Dealers (NASD) and the OCC.

The UK has implemented the various requirements imposed by the
European Union Directives on such matters as the carrying on the
business of credit institutions and investment firms, capital adequacy,
own funds and large exposures. These form part of the European
Single Market programme, 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 European Union 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. A number of other European
Community Directives are being introduced, for example the Market
Abuse Directive and the Markets in Financial Instruments Directive
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which once in effect, will further shape and influence the UK
regulatory agenda. Formal consultation is a key aspect of the UK
Government’s reform programme and the Group has been reviewing
and, where relevant, commenting on proposals both directly and
through industry associations.

The Basel Committee on Banking Supervision and the European
Commission have also issued a revised framework for the allocation

of regulatory capital for credit risk and to introduce a capital adequacy
requirement for operational risk. These bodies recognise that a more
sophisticated approach is required to address both financial innovation
and the increasingly complex risks faced by financial institutions. The
revised Basel Capital Accord and the EU Capital Requirements Directive
are expected to be phased in from the end of 2006.

Recent Developments

As announced on 23rd September 2004, Barclays is in discussion

with Absa Group Limited (‘Absa’), a leading South African bank, in
connection with a possible partial offer for a majority stake in Absa.

A due diligence exercise has been completed and Barclays has
submitted applications to the South African regulators to approve the
possible transaction. It is not known how long the approval process will
take. The discussions may or may not lead to an offer being made.

On 20th January 2005 Barclays announced that it had made an offer to
acquire the wealth business of ING Securities Bank (France), consisting
of ING Ferri and ING Private Banking, subject to consultation with
employee representative bodies and finalising terms.

On 3rd February 2005, Barclays announced its plans to consolidate its
core general insurance business from two suppliers to one and that
discussions are well advanced with Norwich Union to provide services
across the home, motor and travel insurance portfolio. Barclays also
announced that it has agreed in principle to purchase 90% of Gresham
Insurance from Legal & General. Barclays currently owns the remaining
10%. At the same time negotiations are under way for the sale of
Gresham Insurance to Norwich Union.

On 4th February 2005, Barclays announced it had signed an
agreement with ForeningsSparbanken (also known as Swedbank)
to form a joint venture to provide credit cards in the Nordic market,
subject to confirmatory due diligence and regulatory approvals.

On 17th February 2005, BSkyB and Barclaycard signed an agreement
to launch a Sky-branded credit card which will be fully integrated with
interactive television.
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Introduction

Barclays is a major global financial services provider engaged in retail
and commercial banking, credit cards, investment banking, wealth
management and investment management services. We are one

of the largest financial services companies in the world by market
capitalisation. Operating in over 60 countries and employing over
78,000 people, we move, lend, invest and protect money for over

18 million customers and clients worldwide.

Our business is affected by global economic conditions generally and
particularly by conditions in the UK. The UK economy was stronger in
2004 than 2003, with the economy growing at more than 3%. There
was some repositioning away from the consumer towards corporate
investment and government spending. The US economy sustained
strong growth in 2004 whilst the Eurozone economy achieved some
recovery in its rate of growth from its level of 2003.

As a financial services group domiciled in the UK, the majority of our
earnings arise from the UK. Nonetheless with our global businesses
and our international activities we believe that our diverse portfolio
provides a broad spread of earnings capabilities and offers greater
resilience against exogenous events in any single business or
geography.

The profitability of Barclays businesses could be adversely affected

by a worsening of general economic conditions in the UK or abroad.
Factors such as the liquidity of the global financial markets, the level
and volatility of equity prices and interest rates, investor sentiment,
inflation, and the availability and cost of credit, could significantly
affect the activity level of customers. A continued market downturn
would likely lead to a decline in the volume of transactions that
Barclays executes for its customers and, therefore, lead to a decline in
the income it receives from fees and commissions. In addition, changes
in interest rate levels, yields curves and spreads may affect the interest
rate margin realised between lending and borrowing costs.

Continuous focus on improvements in productivity provides the ability
to respond flexibly to any pressure to income growth, which would
help offset the impact on overall profitability.

Key drivers underpinning the financial performance are detailed in
the subsequent pages of the ‘Financial review’ section. These include,
for net interest income, the volume and rate of growth of asset and
liability balances, together with the margin on these balances.
Non-interest income is driven primarily by net fees and commissions,
although it also includes dealing profits and other operating income.

The principal drivers of expenses are staffing levels and their
associated costs, including performance related expenditure, and
the level of strategic investment spend.

Provisions are driven by the quantity and quality of lending and reflect
the condition of the credit environment.

In addition to the risk factors outlined on pages 42 and 43, other
potential impacts on Barclays profitability are the consequences of
potential regulation or legislation.
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Goals

Barclays primary focus is to deliver superior value to its shareholders.
To achieve this we use an operating philosophy, the principles of
value-based management (VBM), to develop strategy, allocate
resources and manage performance.

In applying VBM principles, Barclays has developed a disciplined fact-
based approach to strategy development and business planning, which
aims to build sustainable competitive advantage. Individual businesses
generate alternative business strategies to facilitate the selection of
the most appropriate value-maximising option, in order to achieve
profitable growth in all our businesses.

We use performance goals as an integral part of our VBM disciplines.
These are designed to stretch the thinking and ambition of our
businesses. Goals have been set for four-year periods to align with
the planning processes described above. In 2004, we announced
new performance cycle goals for the 2004 to 2007 period.

The primary goal remains to achieve top quartile total shareholder
return (TSR) relative to a peer group of 11 other UK and international
financial services institutions. TSR is defined as the value created for
shareholders through share price appreciation, plus reinvested
dividend payments.

The TSR peer group is reviewed annually to ensure it aligns with our
business mix and the scale of our ambition. The peer group for 2004
was: ABN Amro, BBVA, BNP Paribas, Citigroup, Deutsche Bank, HBOS,
HSBC, JP Morgan Chase, Lloyds TSB, Royal Bank of Scotland and UBS.
For 2005 the peer group is unchanged.

For the first year of the new goal period, from 31st December 2003
to 31st December 2004, Barclays was positioned first within its peer
group, thereby achieving its primary goal of top quartile TSR
performance.

In addition, a secondary goal of economic profit (EP) is used to
support the pursuit of top quartile TSR. The strategies we follow and
the actions we take are aligned to value creation for all stakeholders.
Since the introduction of VBM, Barclays has used EP as its key internal
financial measure, to support the achievement of our primary top
quartile TSR goal. Barclays uses EP, a non-GAAP measure, as a key
indicator of performance because it believes that it provides important
discipline in decision making. Barclays believes that EP encourages
both profitable growth and the efficient use of capital. More
information on the reconciliation of EP to profit before tax can

be found on page 240.

We believe that, given current and expected market conditions,

a compound annual growth rate in EP in the range of 10% to 13%,
which would translate into cumulative EP generation of £7.3bn

to £7.8bn, will be required to deliver top quartile TSR over the
2004-2007 goal period. In the first year of the new performance
goal period, from 31st December 2003 to 31st December 2004,
EP amounted to £1.9bn, and was well ahead of plan.

We will continue to report progress against goals on a regular basis.



Financial Performance 2004’

The Group’s profit before tax in 2004 increased 20% (£758m)

to £4,603m (2003: £3,845m). Operating income increased 12%
(£1,534m) to £13,945m (2003: £12,411m) whilst operating expenses
rose 15% (£1,091m) to £8,350m (2003: £7,253m). Restructuring costs
amounted to £199m (2003: £209m). Goodwill amortisation was
£299m (2003: £265m). Provisions for bad and doubtful debts fell 19%
to £1,09Tm (2003: £1,347m). Earnings per share rose 21% to 51.2p
(2003: 42.3p). Dividends per share rose 17% to 24p (2003: 20.5p).
Return on average shareholders’ funds was 19%. Economic profit was
up 32%, well ahead of our goal and a reflection of tight capital
management as well as good business performance.

Non-performing loans decreased by £320m to £3,985m. Potential
problem loans decreased by £571m to £756m. Coverage of non-
performing loans decreased from 71.5% to 70.4% while the coverage
of potential credit risk loans increased from 54.6% to 59.2%.

Our capital position remained healthy. Shareholders’ funds increased
by £1,043m primarily due to profit retention. Total assets increased by
£79bn to £522bn. Weighted risk assets increased by £30bn (16%) up
to £219bn. The tier 1 capital ratio decreased from 7.9% to 7.6% and
the Total risk asset ratio decreased from 12.8% to 11.5%.

Business Performance

There was good growth in profit before tax across all our business
divisions with momentum in the core UK businesses and in our global
product businesses. Our increasingly diverse and distinctive business
mix is well positioned for future growth.

UK Banking grew profit before tax by 9%, driven primarily by a very
strong performance in UK Business Banking, where profit before tax
was up 19%, and broadly flat profit before tax performance in UK
Retail Banking.

UK Business Banking performed strongly with good income growth,
up 8%, tight cost management and very good risk management
accentuated by one large recovery.

In UK Retail Banking the focus in 2004 was on restructuring the
business which included adding additional customer facing staff,
upgrading branch management and investing in technology. There
were encouraging signs of progress in 2004 with good balance
growth in current accounts, premier and small business but a weaker
contribution from mortgages where the effect of a decline in the back
book, rising base rates and a fall in early redemption income impacted
performance. Costs increased 3% with almost half of the increase
attributable to the new regulatory environment, particularly in the
mortgage and general insurance businesses. Provisions fell 44%,
reflecting the overall quality of the loan portfolio but also the release
of provisions in the mortgage business.

' The analysis of results by business includes goodwill amortisation. This differs
from the announcement of results dated 10th February 2005, where the
analysis of results by business excludes goodwill amortisation.
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Profit before tax in Private Clients and International was up 60%. The
improved performance in this division reflected the benefits of prior
year investments (organic and non-organic) helped by stronger
markets. This included a significantly improved performance from
the closed life assurance activities.

Profit before tax in Private Clients, for the ongoing business, increased
42% benefiting from strong income growth and good cost control.
The integrations of Charles Schwab Europe and the Gerrard business
progressed well. In International, profit before tax increased by 14%.
This represented good progress across all geographies: Africa; Spain;
Portugal; France; Italy; and the Caribbean. The merging of Banco
Zaragozano with Barclays Spain to create one Spanish business is well
ahead of schedule and there has been a very good response amongst
the Banco Zaragozano network to Barclays products.

Barclaycard delivered profit before tax growth of 5% in a year where
volume growth more than compensated for the impact of successive
interest rate rises and intense competition. Income growth was 6%.
There was a high level of investment in both the UK business and
internationally, managed within cost growth of 6%. Performance was
strong in our multi-branded business such as Monument and First
Plus. Barclaycard International delivered a profit of £8m (2003: £4m)
despite absorbing significant ongoing investment. The acquisition

of Juniper was an important strategic move into the US credit

card market.

Barclays Capital had another record year, with profit before tax up
25%. Income grew by 24%, reflecting the return on investment in prior
years. Client activity was up sharply, leading to good volume growth in
both primary and secondary markets. A significant level of investment
for future revenue growth was funded by the business and reflected in
costs which grew 37%. Approximately 50% of the cost base is variable
and despite accelerating the pace of growth, income per head
remained broadly flat.

Barclays Global Investors (BGI) had another excellent year with profit
before tax up 85%. Profits have more than quadrupled during the last
three years. Income grew 33% and assets under management were
£709bn (2003: £598bn). BGI continued to diversify its product range
and in particular made significant advances in the exchange traded
funds (iShares) where it is the market leader.

Capital Strength

Our capital position and strong credit rating are sources of
competitive advantage. At the end of 2004, our risk asset ratio was
11.5%, and our tier 1 capital ratio was 7.6%. This strong capital
position enhances our ability to pay dividends and invest confidently
in business growth. When we look at the balance sheet, we focus
capital management on five areas: maintaining our double A credit
rating; generating sufficient capital to support weighted risk asset
growth in the business; financing corporate activity, delivering
dividend growth; and using share buy-backs to manage any excess
capital. In 2004 we bought back almost £700m of stock.
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Critical Accounting Estimates

UK accounting standards require that the Group adopt the accounting
policies and estimation techniques that the Directors believe are most
appropriate in the circumstances for the purpose of giving a true and
fair view of the Group's state of affairs, profit and cash flows. However,
different policies, estimation techniques and assumptions in critical
areas could lead to materially different results. The accounting policies
and estimation techniques to be used in the 2005 consolidated
accounts will be impacted by the conversion to International Financial
Reporting Standards, as discussed on pages 129 and 130.

The following are estimates which are considered to be the most
complex and involve significant amounts of management valuation
judgements, often in areas which are inherently uncertain.

Bad and Doubtful Debts

The estimation of potential credit losses is inherently uncertain and
depends upon many factors, including general economic conditions,
changes in individual customer’s circumstances, structural changes
within industries that alter competitive positions, and other external
factors such as legal and regulatory requirements and other
governmental policy changes.

Specific provisions are raised when the Group considers that the
creditworthiness of a borrower has deteriorated such that the recovery
of the whole or part of an outstanding advance is in serious doubt.

For larger accounts this is usually done 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. Subjective
judgements are made in this process that may vary from person to
person and team to team. Furthermore, judgements change with time
as new information becomes available or as workout strategies evolve,
resulting in frequent revisions to the specific provisions as individual
decisions are taken, case by case.

Within the retail and small businesses portfolios which are comprised
of large numbers of small homogeneous assets, statistical techniques
are used to raise specific provisions on a portfolio basis, based on
historical recovery rates. 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. The
models are updated from time to time. However, experience suggests
that the models are reliable and stable, stemming from the very large
numbers of accounts from which the model building information is
drawn. These models do not contain judgemental inputs, but
judgement and knowledge is needed in selecting the statistical
methods to use when the models are developed or revised.
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General provisions are raised to cover losses which are known from
previous historical experience to be present in loans and advances

at the balance sheet date, but which have not yet been specifically
identified. These provisions are adjusted at least half-yearly by an
appropriate charge or release of general provision based on statistical
analyses, other information about customers and judgements by
management and the Board.

In outline, the statistical analyses are performed on a portfolio basis
as follows: For larger accounts, gradings are used to rate the credit
quality of borrowers. Each grade corresponds to an expected default
frequency and is calculated by using statistical methodologies and
expert judgement. To ensure that the result is as accurate as possible,
several different sources may be used to rate a borrower (e.g. internal
model, external vendor model, ratings by credit rating agencies and
the knowledge and experience of the credit officers). The general
provision also takes into account the expected severity of loss at
default, i.e. the amount outstanding when default occurs that is not
subsequently recovered. Recovery is usually substantial and depends,
for example, on the level of security held in relation to each loan, and
the Bank’s position relative to other claimants. Also taken into account
is the expected exposure at default. Both loss given default and
exposure at default are statistically derived values.

For the large numbers of retail accounts, the approach is in principle
the same as for the corporate and business accounts. However,
individual consideration of accounts is not practicable, and statistical
methodologies are used to assess the loss in portfolios of accounts.

The general provision also includes a specifically identified element
to cover country transfer risk calculated on a basis consistent with the
overall general provision calculation.

In establishing the level of the general provision, management
judgement is applied to the results of the statistical analyses. This is
applied at business level where management takes account of the
quality of the statistical analyses and the relevance of historical data
used in the analyses to individual or groups of customers, current
information, and the general economic and environmental factors
mentioned above.

Further information on credit risk provisioning is set out on page 57.

Fair Value of Financial Instruments
Some of the Bank’s financial instruments are carried at fair value,
including derivatives and debt securities held for trading purposes.

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.

Financial instruments entered into as trading transactions, together
with any associated hedging, 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 and 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.



Financial instruments are either priced with reference to a quoted
market price for that instrument or by using a valuation model. Where
the fair value is calculated using financial markets pricing models, the
methodology is to 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.
Most market parameters are either directly observable or are implied
from instrument prices. However, where no observable price is
available then instrument fair value will include a provision for the
uncertainty in the market parameter based on sale price or subsequent
traded levels.

The calculation of fair value for any financial instrument may require
adjustment of quoted price or model value to reflect the cost of credit
risk (where not embedded in underlying models or prices used),
hedging costs not captured in pricing models and adjustments to
reflect the cost of exiting illiquid or other significant positions. The
process of calculating fair value on illiquid instruments or from a
valuation model may require estimation of certain pricing parameters,
assumptions or model characteristics. These estimates are calibrated
against industry standards, economic models and observed transaction
prices. Changes to assumptions or estimated levels can potentially
impact the fair value of an instrument as reported. The valuation
model used for a particular instrument, the quality and liquidity

of market data used for pricing, other fair value adjustments not
specifically captured by the model, market data and assumptions

or estimates in these are all subject to internal review and approval
procedures and consistent application between accounting periods.
Under US GAAP the unrealised gain or loss at the inception of a
derivative contract is not recognised in the profit and loss account
unless obtained using observable market data.

Certain financial instruments which are held on an accruals basis
under UK GAAP are required to be measured at fair value under
US GAAP. The Group does not manage its business with regard to
reported trends on a US GAAP basis. Fair value adjustments to net
income or other comprehensive income under US GAAP in current
or past periods are not necessarily indicative of the magnitude or
direction of such adjustments in subsequent periods.

The fair value of financial instruments is provided in Note 38 on pages
180 and 181.

Goodwill

Determining the period over which to amortise goodwill, where
amortisation is applicable under GAAP, requires the assessment of its
useful economic life. This assessment involves making judgements over
the nature of the acquired business, the economic environment in which
it operates and the period of time over which the value of the business

is expected to exceed the values of net assets. As a starting point,
businesses acquired which operate in more volatile economic
environments, such as emerging markets, are considered to have a useful
economic life of five years, in other cases 20 years is generally used.
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Management also have to consider at least annually whether the current
carrying value of goodwill is impaired. This is particularly important under
US GAAP where goodwill is not being amortised. The first step of the
impairment review process requires the identification of independent
operating units, by dividing the Group business into as many largely
independent income streams as is reasonably practicable. The goodwill is
then allocated to these independent operating units. The first element of
this allocation is based on the areas of the business expected to benefit
from the synergies derived from the acquisition. The second element
reflects the allocation of the net assets acquired and the difference
between the consideration paid for those net assets and their fair value.
This allocation is reviewed following business reorganisation. The carrying
value of the operating unit, including the allocated goodwill, is compared
to its fair value to determine whether any impairment exists. Detailed
calculations may need to be carried out taking into consideration changes
in the market in which a business operates (e.g. competition activity,
regulatory change) into consideration. In the absence of readily available
market price data this calculation is usually based upon discounting
expected cash flows at the Group’s cost of equity, the determination

of both of which requires the exercise of judgement.

Pensions

The Group provides pension plans for employees in most parts of the
world. Arrangements for staff retirement benefits 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
four sections. These are a defined benefit scheme (the 1964 Pension
Scheme) and a defined contribution scheme (the Retirement
Investment Scheme), which are both now closed to new members,

a hybrid scheme, afterwork, and a defined contribution scheme, the
Pension Investment Plan. The pension cost for these schemes 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.

In determining this cost the actuarial value of the assets and liabilities
of the scheme are calculated, modelling their future growth, based

on key assumptions agreed by management. The main financial
assumptions used in the actuarial valuations, as the basis of calculation
of the 2004 pension charge/credit relate to inflation, rate of increase
in salaries, rate of increase for pensions in payment and deferred
pensions, and rate used to discount scheme liabilities. There is an
acceptable range in which these assumptions can validly fall. If
different assumptions within that range had been chosen, the

cost recognised in the accounts could be significantly altered. The
approach taken to calculating the pension charge in the accounts

for the 1964 Pension Scheme is to take assets and liabilities at market
value with effect from 1st January 2004.
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The principal financial assumptions used to derive the pensions charge
for 2004 were as follows:

Price inflation 2.75%
Pension increases 2.75%
Earnings growth 4.25%
afterwork Credit Account revaluation rate 3.75%
Return on future investments:

1964 Scheme 7.0%
afterwork 6.75%
Discount rate for assessing accrued liabilities:

1964 Scheme 6.6%
afterwork 6.75%

In calculating the pension expense for the UK schemes and in
determining the expected rate of return, the Group uses the value of
assets at the start of the year. The UK Schemes’ assets were allocated
48% to equities, 12% to corporate bonds, 18% to UK gilts, 10% to
property and 12% to other investments at 31st December 2004 and
49% to equities, 11% to corporate bonds, 20% to UK gilts, 9% to
property and 11% to other investments at 31st December 2003.

The year-end allocations are within the schemes’ target ranges.

Shareholders’ Interest in the Retail Long-term Assurance Fund
Changes in the net present value of the profits inherent in the in-force
policies of the retail long-term assurance fund are included in the
profit and loss account. 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. 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. 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. As with the
pension calculation, there is an acceptable range in which these
estimates can validly fall, and the income recognised in the accounts
could be significantly altered if different estimates had been chosen.
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Tax

The taxation charge in the accounts for amounts due to fiscal
authorities in the various territories in which the Group operates
includes estimates based on a judgement of the application of law and
practice in certain cases to determine the quantification of any liability
arising. In arriving at such estimates, management assesses the
relative merits and risks of the tax treatment assumed taking into
account statutory, judicial and regulatory guidance and, where
appropriate, external advice.

All of the Group’s significant accounting policies, including those
mentioned above, and information about the estimation techniques
used to enable the accounting policies to be applied, are set out on
pages 124 to 130.
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Results by Nature of Income and Expense

Comparative figures have been restated as a result of the changes in
accounting policy and accounting presentation as set out on pages
129 and 131.

Net interest income

16

14 13.66
12 1204 12.43

10 (X:¥]

B Interest receivable
% - M Interest payable

0 B Net interest income
£bn 2002 2003 2004

Net interest income

2004 2003 2002

£m £m £m

Interest receivable 13,665 12,427 12,044
Interest payable (6,823) (5,823) (5,839)
6,842 6,604 6,205

Group net interest margin®@

2004 2003 2002

% % %

Group 2.59 261 2.75
Domestic 3.48 3.64 3.61
International 0.81 0.77 0.96

Note

(a) Domestic business is conducted primarily in the UK in Sterling. International
business is conducted primarily in foreign currencies. In addition to the
business carried out by overseas branches and subsidiaries, some
international business is transacted in the UK. Interest margin is net interest
income as a percentage of average interest earning assets.

The margins shown above exclude non-margin related items, including
profits and losses on the repurchase of loan capital and the unwinding of
the discount on vacant leasehold property provisions.

Group net interest income increased 4% (£238m) to £6,842m
(2003: £6,604m), reflecting growth in balances which more than
offset a 2 basis points fall in the Group net interest margin to 2.59%.

The Group net interest margin of 2.59% (2003: 2.61%) includes 0.42%
(2003: 0.48%) arising from the benefit of free funds. A component of
the benefit of free funds is the structural hedge against short-term
interest rate movements. The contribution of the structural hedge has
decreased to 0.12% (2003: 0.19%) largely due to the impact of higher
short-term interest rates.

Group average interest earning assets increased £11bn to £264bn
(2003: £253bn). Domestic average interest earning assets increased
£14bn to £176bn (2003: £162bn). This reflected increases across the
businesses. International average interest earning assets remained
broadly stable at £88bn (2003: £90bn).

The domestic net interest margin fell 16 basis points to 3.48%

(2003: 3.64%). This was attributable to the margin pressure in the
mortgage business, the impact of base rate rises during the year,
higher funding costs, increased promotional balance transfer activity
in the cards business and the impact of the structural hedge. This was
partially offset by increased margins in retail savings, Business Banking
loans and Barclays Capital banking activities. Margins in other areas
remained broadly stable.

The international net interest margin increased by 4 basis points to
0.81% (2003: 0.77%) largely due to a change in the mix of both assets
and liabilities in Barclays Capital banking activities.

The Group net interest margin was impacted by the factors described
above with the reduction largely mitigated by an increase in the
proportion of domestic interest earning assets.

Net interest income in 2003 increased by 6% to £6,604m

(2002: £6,205), reflecting growth in the average interest earning assets
by 12% to £253bn. This was primarily due to a £4bn increase in UK
mortgage balances and £18bn increase in debt securities holdings.

In 2003, overall banking margins were 14 basis points down on 2002
to 2.61%. The adverse impact on the margin was largely due to an
increase in higher quality assets in Barclays Capital, the conversion to
associate status of the Caribbean business, a change in the currency
mix of the portfolio and the general fall in global interest rates.

Prevailing average interest rates

2004 2003 2002
% % %

United Kingdom:
Barclays Bank PLC base rate 438 3.69 4.00
London Inter-Bank Offered
Rate (LIBOR):
three-month Sterling 4.64 3.74 4.06
three-month US dollar 1.62 1.21 1.80
United States prime rate 4.34 4.12 4.68
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Average balance sheet and net interest income (year ended 31st December)

1-__'__1 | 2004 2003 2002
Average Average Average Average Average Average
balance Interest rate balance Interest rate balance Interest rate
£m fm % fm £fm % £fm £m %
Assets
Treasury bills and other eligible bills:
in offices in the United Kingdom 1,786 68 3.8 4,048 121 3.0 4,496 158 3.5
in offices outside the United Kingdom 1,988 63 3,2 1,222 66 5.4 960 66 6.9
Loans and advances to banks:
in offices in the United Kingdom 18,431 691 3.7 14,012 574 4.1 12,560 561 45
in offices outside the United Kingdom 3,689 93 2.5 4,272 108 25 5,535 161 29
Loans and advances to customers:
in offices in the United Kingdom 143,643 8,801 6.1 135,373 7,804 5.8 126,306 7,712 6.1
in offices outside the United Kingdom 28,486 1,262 44 26,323 1,136 43 25896 1,132 4.4
Lease receivables:
in offices in the United Kingdom 5,562 252 4.5 4,520 215 4.8 4,245 209 4.9
in offices outside the United Kingdom 369 21 5.6 265 19 7.2 222 15 6.8
Debt securities:
in offices in the United Kingdom 51,508 2,077 4.0 58,435 2,174 3.7 40,115 1,790 4.5
in offices outside the United Kingdom 8,624 337 238 4,267 210 4.9 4,843 240 5.0
Average assets of banking business 264,086 13,665 5.2 252,737 12,427 49 225,178 12,044 53
Average assets of trading business 295,304 7,195 24 189,446 5,001 2.6 160,647 4,372 2.7
Total average interest earning assets 559,390 20,860 3.7 442,183 17,428 39 385,825 16,416 4.2
Provisions (2,907) (2,796) (2,808)
Non-interest earning assets 68,396 53,428 46,753

Total average assets and
interest income 624,879 20,860 3.3 492815 17,428 3.5 429,770 16,416 3.8

Percentage of total average assets
in offices outside the United Kingdom 27.8% 26.6% 27.2%

Average interest earning assets
and net interest income:

Banking business 264,086 6,844 2.6 252,737 6,606 26 225,178 6,188 2.7
Trading business 295,304 (219) (0.1) 189,446 68 - 160,647 75 -
Non margin interest (2) - (2) - 17 -
Total average interest earning

assets and net interest income 559,390 6,623 1.2 442,183 6,672 1.5 385,825 6,280 1.6
Total average interest earning assets

related to:

Interest income 20,860 3.7 17,428 39 16,416 4.2
Interest expense (14,235) (2.5) (10,754) (2.4) (10,153) (2.6)
Adjustment for non margin interest (2) - (2) - 17 -

6,623 1.2 6,672 1.5 6,280 1.6
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Average balance sheet and net interest income (year ended 31st December)

E | 2004 2003 2002
| Average Average Average Average Average Average
balance Interest rate balance Interest rate balance Interest rate
£m fm % fm £fm % fm £m %

Liabilities and shareholders’ funds

Deposits by banks:

in offices in the United Kingdom 46,669 1,225 26 40959 993 2.4 31,880 987 3.1
in offices outside the United Kingdom 16,610 310 1.9 10,100 184 1.8 8,908 200 2.2
Customer accounts —

demand deposits:

in offices in the United Kingdom 20,829 310 1.5 18,788 170 0.9 16,260 164 1.0
in offices outside the United Kingdom 3,317 31 0.9 3,497 48 1.4 1,846 27 1.5
Customer accounts —

savings deposits:

in offices in the United Kingdom 47,583 1,325 28 45565 999 22 41,722 982 2.4
in offices outside the United Kingdom 1,117 21 1.9 813 26 32 1,262 32 25
Customer accounts —

other time deposits — retail:

in offices in the United Kingdom 34,518 1,306 3.8 35,228 1,171 33 40,075 1,303 33
in offices outside the United Kingdom 4,526 118 2.6 3,678 103 2.8 5,479 139 2.5
Customer accounts —

other time deposits — wholesale:

in offices in the United Kingdom 58,023 1,798 3.1 57,364 1,634 2.8 35,607 1,175 33
in offices outside the United Kingdom 13,262 342 2.6 8,193 247 3.0 7,959 231 29
Debt securities in issue:

in offices in the United Kingdom 32,303 1,052 33 34,811 949 27 28,559 1,061 37
in offices outside the United Kingdom 17,218 336 2.0 11,906 244 2.0 11,728 339 29

Dated and undated loan capital
and other subordinated liabilities
principally in offices in the

United Kingdom 12,740 692 5.4 12,312 684 5.6 11,012 645 5.9
Internal funding of trading business (72,291)  (2,045) (2.8) (58,436) (1,631) (2.8) (42,626) (1,429) (3.4)
Average liabilities of banking business 236,424 6,821 29 224,778 5,821 2.6 199,708 5,856 2.9
Average liabilities of trading business 305,869 7,414 2.4 191,240 4,933 26 162,858 4,297 2.6
Total average interest

bearing liabilities 542,293 14,235 26 416,018 10,754 2.6 362,566 10,153 2.8
Interest free customer deposits:

in offices in the United Kingdom 15,351 13,819 11,614

in offices outside the United Kingdom 1,294 1,260 2,132

Other non-interest bearing liabilities 48,613 45,392 38,184

Minority and other interests

and shareholders’ funds 17,328 16,326 15,274

Total average liabilities, shareholders’
funds and interest expense 624,879 14,235 2.3 492815 10,754 2.2 429,770 10,153 2.4

Percentage of total average

non-capital liabilities in offices

outside the United Kingdom 26.7% 23.1% 25.5%
Notes

(a) Loans and advances to customers and banks include all doubtful lendings, including non-accrual lendings. Interest receivable on such lendings has been included
to the extent to which either cash payments have been received or interest has been accrued in accordance with the income recognition policy of the Group.

(b) Average balances are based upon daily averages for most UK banking operations and monthly averages elsewhere.
(c) The average balance sheet does not include the retail life-fund assets attributable to policyholders nor the related liabilities.

(d) Interest payable on average liabilities of banking business excludes non-margin interest.
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Changes in net interest income - volume and rate analysis

The following tables allocate changes in net interest income between changes in volume and changes in interest rates for the last two years.
Volume and rate variances have been calculated on the movement in the average balances and the change in the interest rates on average interest
earning assets and average interest bearing liabilities. Where variances have arisen from changes in both volumes and interest rates, these have
been allocated proportionately between the two.

2004/2003 Change due 2003/2002 Change due

"l

to increase/(decrease) in:

to increase/(decrease) in:

Total Total
change Volume Rate change Volume Rate
£m £m £m £m £m £m
Interest receivable
Treasury bills and other eligible bills:
in offices in the United Kingdom (53) (80) 27 (37) (15) (22)
in offices outside the United Kingdom 3) 31 (34) - 16 (16)
(56) (49) (7) (37) 1 (38)
Loans and advances to banks:
in offices in the United Kingdom 117 169 (52) 13 62 (49)
in offices outside the United Kingdom (15) (15) - (53) (34) (19)
102 154 (52) (40) 28 (68)
Loans and advances to customers:
in offices in the United Kingdom 997 492 505 92 536 (444)
in offices outside the United Kingdom 126 95 31 4 19 (15)
1,123 587 536 96 555 (459)
Lease receivables:
in offices in the United Kingdom 37 48 (11) 6 13 (7)
in offices outside the United Kingdom 2 6 (4) 4 3 1
39 54 (15) 10 16 (6)
Debt securities:
in offices in the United Kingdom (97) (270) 173 384 718 (334)
in offices outside the United Kingdom 127 178 (51) (30) (28) (2)
30 (92) 122 354 690 (336)
Total banking business interest receivable:
in offices in the United Kingdom 1,001 359 642 458 1,314 (856)
in offices outside the United Kingdom 237 295 (58) (75) (24) (51)
1,238 654 584 383 1,290 (907)
Total trading business interest receivable 2,194 2,605 (411) 629 764 (135)
Total interest receivable 3,432 3,259 173 1,012 2,054 (1,042)
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Changes in net interest income — volume and rate analysis

= 2004/2003 Change due 2003/2002 Change due
| to increase/(decrease) in: to increase/(decrease) in:
Total Total
change Volume Rate change Volume Rate
fm fm fm £m £m £m

Interest payable
Deposits by banks:

in offices in the United Kingdom 232 146 86 6 246 (240)

in offices outside the United Kingdom 126 121 5 (16) 25 (41)
358 267 91 (10) 271 (281)

Customer accounts — demand deposits:

in offices in the United Kingdom 140 20 120 6 24 (18)

in offices outside the United Kingdom (17) (2) (15) 21 23 (2)
123 18 105 27 47 (20)

Customer accounts — savings deposits:

in offices in the United Kingdom 326 46 280 17 87 (70)

in offices outside the United Kingdom (5) 8 (13) (6) (13) 7
321 54 267 11 74 (63)

Customer accounts — other time deposits — retail:

in offices in the United Kingdom 135 (24) 159 (132) (161) 29

in offices outside the United Kingdom 15 22 (7) (36) (49) 13
150 (2) 152 (168) (210) 42

Customer accounts — other time deposits — wholesale:

in offices in the United Kingdom 164 19 145 459 638 (179)

in offices outside the United Kingdom 95 135 (40) 16 7 9
259 154 105 475 645 (170)

Debt securities in issue:

in offices in the United Kingdom 103 (72) 175 (112) 203 (315)

in offices outside the United Kingdom 92 104 (12) (95) 5 (100)
195 32 163 (207) 208 (415)

Dated and undated loan capital and other subordinated

liabilities principally in offices in the United Kingdom 8 23 (15) 39 73 (34)

Internal funding of trading businesses (414) (392) (22) (202) (469) 267

Total banking business interest payable:

in offices in the United Kingdom 694 (234) 928 81 641 (560)

in offices outside the United Kingdom 306 388 (82) (116) (2) (114)

1,000 154 846 (35) 639 (674)

Total trading business interest payable 2,481 2,795 (314) 636 734 (98)

Total interest payable 3,481 2,949 532 601 1,373 (772)

Movement in net interest income

Increase/(decrease) in interest receivable 3,432 3,259 173 1,012 2,054 (1,042)

(Decrease)/increase in interest payable (3,481) (2,949) (532) (601) (1,373) 772
(49) 310 (359) 411 681 (270)

Movement in non-margin interest - (19)
(49) 392
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Results by nature of income and expense

Non-interest income

8,000

7,103
6,000 5,807
5,122 Net fees and
4,000 B commissions
Other operating
2,000 income
Dealing
o mu N - [ | profits
fm 2002 2003 2004
Net fees and commissions
2004 2003 2002
£m £m £m
Fees and commissions
receivable 5,672 4,896 4,454
Less: fees and commissions
payable (706) (633) (529)
4,966 4,263 3,925

Group net fees and commissions increased 16% (£703m) to £4,966m
(2003: £4,263m), reflecting good growth across all businesses.

Fees and commissions receivable rose 16% (£776m) to £5,672m in
2004 (2003: £4,896m) driven by increases in: Barclays Global Investors,
reflecting strong income generation across both the active and index
businesses; Barclays Capital, with good contributions from origination
and advisory activities; and Private Clients, as a result of stronger
business volumes and the acquisition of Gerrard. Good growth was
also achieved in UK Banking and in Barclaycard.

In 2003, net fees and commissions increased by £338m to £4,263m
primarily driven by increases in: Barclays Global Investors, reflecting
growth of investment management fees; Barclaycard as a result of
higher cardholder activity and good volume growth within the
merchant acquiring business and Barclays Capital, with good
performances across the Credit businesses.

Dealing profits

2004 2003 2002

fm £m £m

Rates related business 1,141 909 876
Credit related business 352 145 (43)
1,493 1,054 833

Almost all the Group’s dealing profits are generated in Barclays Capital.

Dealing profits increased 42% (£439m) to £1,493m (2003: £1,054m),
with very strong performances in both the Rates and Credit
businesses. This reflected higher volumes of client led activity
throughout the year across a broad range of products and the
continued benefit of headcount investments to broaden product
depth and geographical reach. The very strong growth in the Rates
businesses was across equity related activities, foreign exchange and
fixed income. The very strong performance in the Credit businesses
reflected an increase in the contribution from credit derivatives.
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Total foreign exchange income was £520m (2003: £498m) and
consisted of revenues earned from both retail and wholesale activities.
The foreign exchange income earned on customer transactions by

UK Banking, Private Clients and International and Barclaycard, both
externally and within Barclays Capital, is reported in those business
units, within fees and commissions.

Dealing profits in 2003 grew 27% to £1,054m (2002: £833m) driven
by significant growth in client transaction volumes, particularly in
continental Europe. There were strong performances in the Credit
business and good contributions from Rates.

Other operating income

2004 2003 2002 -l
fm fm £fm
Net premium income on
insurance underwriting 211 264 178
Gain on disposal of
investment securities 181 73 58
Income/loss from the
long-term assurance business 58 (33) (51)
Property rentals 9 15 20
Dividend income from
equity shares 17 6 7
Other income 168 165 152
644 490 364

Other operating income increased 31% (£154m) to £644m
(2003: £490m).

Net premium income on insurance underwriting decreased 20%
(£53m) to £211m (2003: £264m), primarily due to a provision relating
to the early termination of contracts.

Gain on disposal of investment securities rose by £108m to £18Tm
(2003: £73m), predominantly due to a number of realisations in the
private equity business within Barclays Capital.

Virtually all the Group’s long-term assurance activity is based in the UK
and was the main component of the £58m contribution. This included
costs of redress for customer claims in respect of endowment policies
of £97m (2003: £95m).

Dividend income increased by £11m to £17m (2003: £6m) as a result
of a significant dividend received from an investment.

Other income was flat at £168m (2003: £165m). This reflected a
reduction of £98m in income, primarily in UK Retail Banking, from the
revision of estimated amounts expected to be repaid on banking liabilities.
This was offset by realisations on structured capital market transactions.

Other operating income in 2003 increased by 35% (£126m) to £490m
(2002: £364m). This was primarily due to premium income on insurance
underwriting which rose by £86m to £264m as a result of a good increase
from consumer lending activities, a favourable claims experience and a
one-off income gain of £43m from an adjustment to insurance reserves.

In addition, profits on disposal of investment securities rose by £15m
primarily reflecting realisations in the private equity business within
Barclays Capital.
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Administrative expenses — staff costs

2004 2003 2002
£m £m £m

Salaries and accrued
incentive payments 4,043 3,441 3,159
Social security costs 339 278 240
Pension costs 160 180 (27)
Post-retirement health care 22 19 15
Other staff costs 434 377 368
4,998 4,295 3,755

Staff costs
Staff costs increased by 16% (£703m) to £4,998m (2003: £4,295m).

Salaries and accrued incentive payments rose by 17% (£602m)

to £4,043m (2003: £3,441m) principally reflecting increased
performance related payments primarily within Barclays Capital and
Barclays Global Investors, increased headcount, and the impact of the
businesses acquired in 2003.

Pension costs comprise all UK and international pension schemes.
Included in the costs is a charge of £103m (2003: £128m) in respect
of the Group’s main UK pension schemes.

Staff costs in 2003 were 14% higher than 2002. Salaries and accrued
incentive payments increased by 9% reflecting increased performance

related payments primarily within Barclays Capital and Barclays Global

Investors. Pension costs in 2002 reflected a £72m credit in respect of
the Group’s main UK pension schemes.

Staff numbers

2004 2003 2002
By class of business
UK Banking 41,800 41,000 43,900
UK Retail Banking 34,400 34,000 36,300
UK Business Banking 7,400 7,000 7,600
Private Clients & International 19,300 19,000 16,900
Private Clients 7,200 6,900 6,400
International 12,100 12,100 10,500
Barclaycard 6,700 6,200 5,600
Barclays Capital 7,800 5,800 5,600
Barclays Global Investors 1,900 2,000 2,000
Head office functions and
other operations 900 800 700
Total Group permanent and
contract staff worldwide 78,400 74,800 74,700
Temporary and agency staff
worldwide 4,300 4,100 3,700
Total including temporary
and agency staff 82,700 78,900 78,400
By geographic segments
United Kingdom 60,000 58,000 59,000
Non-United Kingdom 18,400 16,800 15,700
78,400 74,800 74,700

Barclays PLC Annual Report 2004

Staff numbers are shown on a full-time equivalent basis UK permanent
and contract staff.

During 2004, staff numbers permanent and contract staff increased
by 3,600. The implementation of restructuring programmes resulted
in a decrease of 2,100 staff, but this was more than offset by the
recruitment of additional staff throughout the Group and 400 staff
from the acquisition of Juniper. Significant areas of recruitment were
Barclays Capital to support the expansion of their business, and
Barclaycard through the growth of Barclaycard International and

the addition of front-office staff to improve customer service in
Barclaycard UK; and UK Banking, mostly from the recruitment of
frontline staff in both UK Retail Banking and UK Business Banking.

Head office functions and other operations includes staff undertaking
activities which support and provide central information technology
services and their costs are predominantly passed on to the
businesses.

In 2003, Private Clients and International staff numbers increased by
3,500 as a result of the acquisition of Charles Schwab Europe, Banco
Zaragozano and Gerrard. This increase was partially offset by
restructuring initiatives.

UK Retail Banking staff numbers decreased in 2003 by 2,300. 1,400
of this decrease was a result of a number of productivity initiatives.

Administrative expenses — other

2004 2003 2002 [ |
fm fm fm |
Property and equipment
expenses
Hire of equipment 9 8 12
Property rentals 197 184 180
Other property and
equipment expenses 835 793 725
1,041 985 917
Other administrative expenses
Stationery, postage and
telephones 324 311 294
Advertising and market
promotion 264 237 238
Travel, accommodation and
entertainment 174 145 136
Subscriptions and publications 130 91 86
Sundry losses, provisions
and write-offs 185 128 121
Consultancy fees 67 56 85
Professional fees 234 159 161
Other expenses 339 292 274
1,717 1,419 1,395
2,758 2,404 2,312

In 2004, administrative expenses — other rose by 15% (£354m) to
£2,758m (2003: £2,404m).
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Other administrative expenses increased by 21% (£298m) to £1,717m
(2003: £1,419m). This increase reflects increased business activity.
Professional costs have increased due to business growth within
Barclays Capital, integration of acquisitions and increased outsourcing
costs. Increase in subscriptions and publications, travel, accommodation
and entertainment primarily reflect business growth across the
businesses. Other expenses increased due to new outsourced
contracts signed in 2004.

Property and equipment expenses increased by 6% (£56m) to
£1,047m (2003: £985m) as a result of increased information
technology costs and property repairs and maintenance. Also
included is a £23m cost increase relating to the relocation of Barclays
headquarters to Canary Wharf.

In 2003, administrative expenses — other rose by 4% (£92m)
to £2,404m (2002: £2,312m). This increase reflected increased
outsourced processing costs, partially offset by reduced
consultancy spend.

Depreciation and amortisation

2004 2003 2002
£m fm fm

Depreciation
Property depreciation 86 93 93
Equipment depreciation 209 196 210
295 289 303

Amortisation
Goodwill amortisation 299 265 254

Provisions for bad and doubtful debts

2004 2003 2002
£m fm fm
Specific charge 1,301 1,320 1,486
General (release)/charge (210) 27 (2)
1,091 1,347 1,484

The credit environment both in retail and in corporate and wholesale
businesses was relatively benign in 2004. This led to a lower level

of potential problem and non-performing loans and lower

provision charges.

Overall, the Group provision charge declined 19% to £1,091m

(2003: £1,347m). This resulted from a substantial decrease in the
corporate and wholesale provisions charge, while the retail provisions
charge was steady. As a percentage of average banking loans and
advances, the provisions rate fell to 0.54% (2003: 0.73%).

In the corporate and wholesale businesses, non-performing and
potential problem loans in total fell by 29% to £2,062m from
£2,920m in 2003, reflecting the continuing strong corporate credit
environment. The corporate and wholesale provisions charge declined
to £284m (2003: £543m). The reduction in the provisions charge
included an exceptional recovery of £57m in UK Business Banking.
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In retail, non-performing loans and potential problem loans remained
steady at £2,679m (2003: £2,712m). The provisions charge in the
retail businesses was also steady at £807m (2003: £804m). The
provisions charge increased in Barclaycard (the card and unsecured
consumer lending business) due to volume growth and the maturation
of new customer recruitment. The provisions charge included a release
of £40m associated with the UK mortgage business, following a review
of the portfolio and the current loss experience.

In 2003 provisions fell 9% (£137m) to £1,347m. Provisions, excluding
the impact of Transition Businesses, fell £36m to £1,324m. As a ratio
of average banking loans and advances, the Group’s provisions charge
improved significantly to 0.73% from 0.85% in 2002.

Business Banking provisions increased broadly in line with portfolio
growth. Provisions fell in Barclays Capital reflecting the ongoing
improvement in the loan book and the continued recovery in the
large corporate credit environment.

Provisions fell in the UK Retail businesses with an improvement in
the quality of the loan portfolio and improved risk management.

The reduction occurred in the unsecured lending portfolio. Provisions
for mortgages remained at a very low rate. Barclaycard provisions
increased in line with continued portfolio growth.

Profit/(loss) from joint ventures and associated undertakings

2004 2003 2002 [@
fm £m £m
(Loss)/profit from joint ventures 3) 1 (5)
Profit/(loss) from associated
undertakings 59 28 (5)
56 29 (10)

In 2004 and 2003, the profit from associated undertakings primarily
relates to the investment in FirstCaribbean.

The profit from FirstCaribbean reflects good operating performance
and includes a gain of £28m on the disposal of shares held in Republic
Bank Limited.

Exceptional items

2004 2003 2002
£m fm £m
Profit on disposal of Group
and associated undertakings 45 4 8
Loss on termination of
Croup activities - - (11)
45 4 (3)

The profit on disposal relates mainly to the disposal of its shareholding
in Edotech, an investment in a management buy-out of the former
Barclays in-house statement printing operation.
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Tax

The overall tax charge is explained in the following table:

= | 2004 2003 2002
| fm £m £m

Tax charge at average United
Kingdom corporation tax rate
of 30% (2003: 30%; 2002: 30%) 1,381 1,153 961
Prior year adjustments (12) (21) (25)
Effect of change in
non-allowable general
provisions 2 2 (2)
Effect of non-allowable property
write-downs and depreciation 20 13 12
Net effect of differing tax
rates overseas (110) (95) (70)
Net effect of overseas losses
not available for relief in the
United Kingdom 24 (12) (40)
Other non-allowable expenses (5) (28) 8
Gains covered by capital losses
brought forward (51) (44) 3)
Goodwill 71 74 69
Other items 31) 34 45
Overall tax charge 1,289 1,076 955
Effective tax rate % 28.0 28.0 29.8
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UK GAAP compared with US GAAP

The Group also provides results on the basis of accounting principles
generally accepted in the United States (US GAAP). The impact on net
income and shareholders’ equity of applying US GAAP is set out below.
The individual UK/US GAAP adjustments are discussed in Note 52 on
pages 196 to 222.

Attributable profit (UK GAAP)/Net income (US GAAP)

2004 2003 2002 [ |

fm £m £fm
Barclays PLC Group
Attributable profit (UK GAAP)/
Net income (US GAAP)
UK GAAP 3,268 2,744 2,230
US GAAP 3,032 1,740 2,476
Barclays Bank PLC Group
Attributable profit (UK GAAP)/
Net income (US GAAP)
UK GAAP 3,279 2,744 2,228
US GAAP 3,137 1,842 2,578

Shareholders’ funds (UK GAAP)/Shareholders’ equity (US GAAP)

The charge for the year is based upon a UK corporation tax rate of
30% for the calendar year 2004 (2003: 30%). The effective rate of tax
for 2004 was 28% (2003: 28%). This is lower than the standard rate

primarily due to the beneficial effects of lower tax on overseas

income and certain non-taxable gains offset by the absence of tax

relief on goodwill.

2004 2003 [&) |

fm £m
Barclays PLC Group
Shareholders’ funds (UK GAAP)/
Shareholders’ equity (US GAAP)
UK GAAP®@) 17,417 16,374
US CAAP 16,953 16,830
Barclays Bank PLC Group
Shareholders’ funds (UK GAAP)/
Shareholders’ equity (US GAAP)
UK GAAP 18,271 16,485
US CAAP 19,594 18,646

Note
(a) Figures for 2003 have been restated to reflect the adoption of UITF
Abstract 38 (UITF 38), ‘Accounting for ESOP trusts’.

The Group does not manage its business with regard to reported
trends on a US GAAP basis. Consequently the level of adjustment
from the application of US GAAP in current or past periods is not
necessarily indicative of the magnitude or direction of such
adjustment in subsequent periods.
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Analysis of Results by Business

The following section analyses the Group’s performance within the
businesses. Inter-business activities are included within these figures.
The total income and expenditure for the businesses therefore does
not necessarily equate to the amounts reported in the Group’s results.

The analysis of results by business includes goodwill amortisation.
This differs from the announcement of results dated 10th February
2005, where the analysis of results by business excludes goodwill
amortisation.

UK Retail Banking

UK Banking
2004 2003 2002
fm fm fm

Net interest income 3,466 3,301 3,226
Net fees and commissions 1,930 1,807 1,708
Other operating income 250 397 291
Operating income 5,646 5,505 5,225
Goodwill amortisation (176) (172) (184)
Other operating expenses (3,019) (2,903) (2,811)
Operating expenses (3,195) (3,075) (2,995)
Operating profit before
provisions 2,451 2,430 2,230
Provisions for bad and
doubtful debts (199) (326) (324)
Operating profit 2,252 2,104 1,906
Profit from associated
undertakings 4 10 B
Exceptional items 42 (11) (5)
Profit on ordinary activities
before tax 2,298 2,103 1,904

UK Banking managed its portfolio of businesses to deliver good profit
growth in a year of extensive business reorganisation. UK Banking
profit before tax increased 9% (£195m) to £2,298m (2003: £2,103m)
as a result of a very strong performance from UK Business Banking and
a broadly flat contribution from UK Retail Banking.

UK Banking profit before tax in 2003 increased 10% to £2,103m
(2002: £1,904m).

Operating income increased 5% to £5,505m (2002: £5,225m), whilst
operating expenses increased 3% to £3,075m (2002: £2,995m).
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2004 2003 2002
fm fm fm

Net interest income 2,059 2,000 1,979
Net fees and commissions 1,117 1,074 1,036
Other operating income 239 365 292
Operating income 3,415 3,439 3,307
Goodwill amortisation (158) (158) (158)
Other operating expenses (2,270) (2,188) (2,082)
Operating expenses (2,428) (2,346) (2,240)
Operating profit before
provisions 987 1,093 1,067
Provisions for bad and
doubtful debts (60) (107) (138)
Operating profit 927 986 929
Profit from associated
undertakings - 7 5
Exceptional items 42 (10) (11)
Profit on ordinary activities
before tax 969 983 923

UK Retail Banking profit before tax decreased 1% (£14m) to £969m
(2003: £983m).

Operating income was broadly flat at £3,415m (2003: £3,439m).
There were strong performances in current accounts and UK Premier.
The performance in the mortgage business was impacted by margin
pressure. Net revenue (operating income less provisions) was also
broadly flat at £3,355m (2003: £3,332m).

Net interest income increased 3% (£59m) to £2,059m (2003:
£2,000m). Growth was driven by higher customer deposit balances
particularly in Personal Customer current accounts and UK Premier
deposits, together with an increase in the retail savings margin.
This growth was partially offset by a reduced contribution from

the mortgage business. The favourable impact of higher average UK
mortgage balances was more than offset by margin pressure, due
to a fall in the proportion of the mortgage portfolio on the standard
variable rate, the impact of successive base rate increases and a
reduction in early redemption income.

UK residential mortgage balances ended the period at £61.7bn

(2003: £59.8bn). Gross advances were £17.5bn (2003: £18.3bn) and net
lending was £1.9bn (2003: £2.0bn). The loan to value ratio within the
mortgage book on a current valuation basis averaged 35% (2003: 40%).

Average overdraft balances within Personal Customers increased by
9%. Average customer deposit balances increased 5% to £68.5bn
(2003: £65bn). Personal Customer average current account balances
increased 10%. There was strong growth in UK Premier with average
deposits up 15%, and in Small Business where average deposit
balances were 7% higher. Retail average savings balances increased
by 1% in a highly competitive market.
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Net fees and commissions increased 4% (£43m) to £1,117m
(2003: £1,074m), driven by strong growth in value added fee-based
current account income.

Other operating income decreased 35% (£126m) to £239m (2003:
£365m). The majority of the decrease was attributable to a reduction
of £89m in income from the revision of estimated amounts expected
to be repaid on banking liabilities. There was also lower net premium
income on insurance underwriting due to a provision relating to the
early termination of contracts.

Operating expenses rose 3% (£82m) to £2,428m (2003: £2,346m).
Almost half of the cost increase (£40m) was attributable to
preparations for a new regulatory environment, particularly in the
mortgage and general insurance businesses. There was significant
investment in the business infrastructure and restructuring costs were
incurred in reorganising the business. This included adding 1,000
customer-facing staff, an upgrade in branch management capability
and investment in new technology.

Provisions decreased 44% (£47m) to £60m (2003: £107m). The
quality of the loan portfolio improved and mortgage balances in
arrears remained at a low level. The reduction in the provisions charge
included a release of £40m associated with the UK mortgage business
following a review of the portfolio and the current loss experience.

The exceptional item of £42m was predominantly in respect of the
profit on the sale of a shareholding in Edotech, a former Barclays
in-house statement printing operation.

UK Retail Banking profit before tax in 2003 was £983m (2002: £923m).
Operating income increased 4% to £3,439 (2002: £3.307m).

Net interest income rose by 1% to £2,000m (2002: £1,979m). There
was an increase in the spread on new mortgage business whilst the
margin for Personal Customers retail savings remained stable. Net fees
and commissions in 2003 were 4% higher at £1,074m (2002:
£1,036m).

Other operating income increased by 25% to £365m (2002: £292m).
This resulted from a strong performance in general insurance,
reflecting increased sales of payment protection insurance products,
a more favourable claims experience and a one off gain of £43m
arising from an adjustment to insurance reserves.

Operating costs increased 5% to £2,346m (2002: £2,240m), with
a major contributor to growth being an increase in pension costs.

Provisions fell by 22% to £107m (2002: £138m), reflecting the
overall quality of the lending portfolio and improvements to risk
management processes.
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UK Business Banking

2004 2003 2002 il-_'._-. |
£fm £fm £fm
Net interest income 1,407 1,301 1,247
Net fees and commissions 813 733 672
Other operating income 11 32 (1)
Operating income 2,231 2,066 1,918

Goodwill amortisation (18) (14) (26)

Other operating expenses (749) (715) (729)
Operating expenses (767) (729) (755)
Operating profit before

provisions 1,464 1,337 1,163

Provisions for bad and

doubtful debts (139) (219) (186)
Operating profit 1,325 1,118 977
Profit from associated

undertakings 4 3 (2)
Exceptional items - (1) 6
Profit on ordinary activities

before tax 1,329 1,120 981

UK Business Banking profit before tax increased 19% (£209m) to
£1,329m (2003: £1,120m), as a result of good income growth, a
continued focus on cost management and a significantly reduced
provision charge. Both Larger Business and Medium Business
performed well.

Operating income increased 8% (£165m) to £2,231m
(2003: £2,066m). Net revenue (operating income less provisions)
increased 13% (£245m) to £2,092m (2003: £1,847m).

Net interest income increased 8% (£106m) to £1,407m

(2003: £1,301m), as a result of strong balance sheet growth. Average
lending balances increased 11% to £44.6bn (2003: £40.2bn); the
quality of the new lending was good and the overall credit profile of
the portfolio was maintained. Average deposit balances increased 9%
to £41.5bn (2003: £37.9bn). There was an improvement in the lending
margin and a modest decline in the deposit margin. There was a lower
contribution from the structural hedge.

Net fees and commissions increased 11% (£80m) to £813m
(2003: £733m), driven by significantly higher lending related fees.

Operating expenses increased 5% (£38m) to £767m (2003: £729m),
reflecting higher business volumes and increased expenditure on
frontline staff and marketing. The cost of regulatory compliance
programmes also increased.

Provisions decreased 37% (£80m) to £139m (2003: £219m). The
provisions performance was driven by the impact of significantly lower
potential problem loans and non-performing loans and the benefit of
a single recovery of £57m.
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UK Business Banking profit before tax increased strongly in 2003 to
£1,120m (2002: £981m), despite the negative impact on income from
the Competition Committee Inquiry remedies.

Operating income grew 8% to £2,066m (2002: £1,918m). Net interest
increased 4% to £1,301m (2002: £1,247m), benefiting from higher
average balances. Net fees and commissions increased by 9% to
£733m (2002: £672m), with lending fees rising strongly.

Operating costs fell 3% to £729m (2002: £755m) with business as
usual costs reduced as cost savings achieved more than offset higher
pension costs, together with a lower goodwill charge.

Provisions increased 18% to £219m (2002: £186m).

Private Clients and International

2004 2003 2002

£m fm fm

Net interest income 836 749 698
Net fees and commissions 850 683 751
Other operating income 47 36 26
Operating income 1,733 1,468 1,475

Goodwill amortisation (64) (42) (29)

Other operating expenses (1,304) (1,096) (1,054)
Operating expenses (1,368) (1,138) (1,083)
Operating profit before

provisions 365 330 392
Provisions for bad and

doubtful debts (30) (36) (40)
Operating profit

— ongoing business 335 294 352
Profit/(loss) from associated

undertakings 49 17 (8)
Exceptional items - 7 (2)
Profit on ordinary activities

before tax — ongoing business 384 318 342
Contribution from closed life

assurance activities (4) (80) (93)
Profit on ordinary activities

before tax 380 238 249

Private Clients and International profit before tax increased 60%
(£142m) to £380m (2003: £238m).

The improved performance reflected good momentum in the
businesses with strong income growth in both the Private Clients

and International businesses. This was supported by improved market
conditions together with the benefits from the acquisitions made

in 2003 and the return on the prior investments in improving the
client experience.

There was a significantly improved performance from the closed life
assurance activities.
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Private Clients

2004 2003 2002 3
fm fm fm

Net interest income 302 288 281
Net fees and commissions 529 394 485
Other operating income 8 4 3
Operating income 839 686 769
Goodwill amortisation (40) (30) (28)
Other operating expenses (696) (585) (575)
Operating expenses (736) (615) (603)
Operating profit before
provisions 103 71 166
Provisions for bad and
doubtful debts 1 (3) (2)
Operating profit
— ongoing business 104 68 164
Exceptional items - 5 (2)
Profit on ordinary activities
before tax — ongoing business 104 73 162
Contribution from closed life
assurance activities (4) (80) (93)
Profit on ordinary activities
before tax 100 (7) 69

The comparison with the prior period is impacted by the acquisitions
of the Gerrard business in mid December 2003 and the retail
stockbroking business of Charles Schwab Europe at the end of
January 2003.

Private Clients profit before tax for the ongoing business increased
42% (£31m) to £104m (2003: £73m). There was a significantly
improved performance from the closed life assurance activities.

Operating income increased 22% (£153m) to £839m (2003: £686m).

Net interest income increased 5% (£14m) to £302m (2003: £288m).
Total average loans increased 31% to £3.8bn (2003: £2.9bn). Total
average customer deposits increased 4% to £21.4bn (2003: £20.6bn).
Good income growth from offshore corporate deposits and loans in
International and Private Banking reflected the benefit of investment
in relationship managers and internet-based offerings, partially offset
by adverse exchange rate movements. Deposit margins improved
slightly and were partially offset by lower lending margins.

Net fees and commissions increased 34% (£135m) to £529m

(2003: £394m). Excluding the contribution from Gerrard, net fees and
commissions increased 8%. Business volumes improved as higher
average equity market levels contributed to increased sales of
investment products and higher fund management fees. The average
level of the FTSE 100 Index was 12% higher at 4,522 (2003: 4,051).
Stockbroking fee income increased 6% reflecting the benefits of the
integration of Charles Schwab Europe as well as improved market
conditions. Although headline average daily deal volumes in UK retail
stockbroking decreased to 7,800 (2003: 8,200), a more favourable
product mix, including an increase in higher margin deals, more than
compensated for the lower volume. Fee income in Private Banking
increased 13%, reflecting the impact of additional private bankers
and new product launches.
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Operating expenses increased 20% (£121m) to £736m (2003: £615m).

Excluding the Cerrard business, operating expenses remained broadly
flat. Cost savings resulting from reduced restructuring costs and cost
synergies from Charles Schwab Europe enabled increased investment
in product development and customer service in International and
Private Banking and in Wealth Solutions.

Total customer funds, comprising customer deposits and assets under
management, increased to £77bn (2003: £75bn). Growth in new
business and the impact of the rising stock market were partly offset
by adverse exchange rate movements. In October 2004, a multi-
manager product was launched, which had £1.6bn of assets under
management at the year-end.

The contribution from the closed life assurance activities was a loss

of £4m (2003: loss of £80m). The impact of stronger stock markets,
improved investment performance and better persistency levels largely
offset the costs of £97m (2003: £95m) relating to redress for
customers in respect of sales of endowment policies. The loss of £4m
is reflected in the Group’s results as a gain of £49m (2003: loss of
£40m) within other operating income offset by a reduction of £53m
(2003: £40m) within net interest income.

Private Clients profit before tax for the ongoing business in 2003 fell
55% to £73m (2002: £162m).

Net interest income in 2003 increased 3% to £288m (2002: £281m).

Net fees and commissions from the ongoing business in 2003
decreased 19% to £394m (2002: £485m). This reflected the impact
of lower average equity market levels in 2003 on sales of investment
products and on fund management fees. The average level of the
FTSE 100 Index was 12% lower than in the prior year at 4,051

(2002: 4,599). Fee income improved significantly in the second

half of 2003, reflecting volume growth and the recovery in equity
markets towards the year-end. Average daily deal volumes in UK retail
stockbroking, including the Charles Schwab Europe business acquired
in January 2003, increased to 8,200 (2002: 6,300).

Operating expenses in 2003 increased 2% to £615m (2002: £603m).
This was mainly due to the inclusion of costs relating to the Charles
Schwab Europe business, including related integration costs, plus
additional pensions costs in 2003. Offsetting this was the impact of
lower sales volumes and savings resulting from tight management
control of costs. Operating expenses included goodwill amortisation
of £30m (2002: £28m).
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International
2004 2003 2002
fm fm fm

Net interest income 534 461 417
Net fees and commissions 321 289 266
Other operating income 39 32 23
Operating income 894 782 706
Goodwill amortisation (24) (12) (1)
Other operating expenses (608) (511) (479)
Operating expenses (632) (523) (480)
Operating profit before
provisions 262 259 226
Provisions for bad and
doubtful debts (31) (33) (38)
Operating profit 231 226 188
Profit from associated
undertakings 49 17 (8)
Exceptional items - 2 -
Profit on ordinary activities
before tax 280 245 180

The comparison with the prior period is impacted by the acquisition of
Banco Zaragozano in July 2003.

International profit before tax increased 14% (£35m) to £280m
(2003: £245m) reflecting good growth in all businesses.

Operating income increased 14% (£112m) to £894m (2003: £782m).
Net revenue (operating income less provisions) increased 15%
(£114m) to £863m (2003: £749m).

Net interest income increased 16% (£73m) to £534m (2003: £461m)
as a result of the inclusion of Banco Zaragozano and good balance
growth in Spain, Africa and Italy.

Total average customer deposits increased 18% to £9.4bn
(2003: £8bn), resulting from both the inclusion of Banco Zaragozano
and strong organic growth in Spain and Africa.

Total average loans increased 48% to £18.3bn (2003: £12.4bn),
reflecting strong growth across the portfolio and the inclusion of
Banco Zaragozano for a full year in 2004. Mortgage balance growth
in Europe was very strong with balances up 39%. Average lending
balances in Africa increased 25%. Overall lending margins reduced
mainly due to the impact of mortgage growth on the product mix.

Net fees and commissions increased 11% (£32m) to £321m
(2003: £289m), with the majority of the increase reflecting the
inclusion of Banco Zaragozano. There was a strong performance in
France and Spain from increased fund management related fees.
Spain’s total assets under management increased by 27%.

Operating expenses increased 21% (£109m) to £632m (2003: £523m)
with the majority of the increase attributable to the inclusion of Banco
Zaragozano. Investment in the development of new products and in
enhancing the customer experience remained high across the
portfolio.
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Provisions decreased 6% (£2m) to £31m (2003: £33m).

Barclays Spain (including Banco Zaragozano) profit before tax

declined 2% overall, after accounting for integration costs of €62m
(2003: €12m) and goodwill of €32m (2003: €15m), with the increase
in goodwill between 2003 and 2004 reflecting the first full year

of charge. The retention rate of Banco Zaragozano customers has been
high and Barclays products were successfully introduced to the
customer base. The integration is well ahead of schedule.

Openplan in Spain continued its successful growth and it has been
popular with the customers of Banco Zaragozano: total customer
numbers at the end of 2004 were 47,000 (2003: 35,000), mortgage
balances were €7.8bn (2003: €4.8bn) and savings balances were
€1.5bn (2003: €1bn). Openplan also continued to grow in Portugal,
with 8,900 customers at 31st December (2003: 6,200) and total
balances up 44% to €1.3bn (2003: €0.9bn). This was supported by
ongoing investment in new branches. In October 2004, Openplan
was launched in France.

Profit before tax in Africa and the Middle East increased 13% to
£126m (2003: £112m) driven by strong growth in corporate balances,
particularly in South Africa, together with reduced restructuring costs.

The profit from associated undertakings reflected the contribution
from FirstCaribbean. The improved performance reflected the delivery
of synergies arising from the merger which created FirstCaribbean,
together with good underlying growth in customer activity. The results
of FirstCaribbean included a gain of £28m on the sale of shares held in
Republic Bank Limited.

International profit before tax in 2003 increased by 36% to £245m
(2002: £180m).

On 11th October 2002, the Caribbean businesses of Barclays and
Canadian Imperial Bank of Commerce were combined to form
FirstCaribbean International Bank Ltd, and the interest in
FirstCaribbean has been accounted for as an associated
undertaking thereafter.

Net interest income in 2003 increased by 11% to £461m (2002:
£417m), mainly reflecting the success of Openplan in Spain, growth
in lending and deposit volumes together with the acquisition of BNPI
Mauritius in Africa, and the inclusion of income relating to Banco
Zaragozano, acquired in July 2003. These factors more than offset the
absence of the contribution from the Caribbean business in 2003.

Net fees and commissions in 2003 increased by 9% to £289m
(2002: £266m). This was due to balance sheet growth in Spain
and Africa in addition to the contributions from BNPI Mauritius
and Banco Zaragozano.

Operating expenses in 2003 increased by 9% to £523m

(2002: £480m). This reflected the inclusion of costs relating to

Banco Zaragozano, and additional costs in Africa relating to increased
infrastructure investment, further development of the business and
costs of relocating the Head office to Johannesburg. Partially offsetting
this was the absence of costs relating to the Caribbean in 2003.

Provisions in 2003 decreased by 13% to £33m (2002: £38m), mainly
reflecting the impact of the Caribbean transaction.
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Barclaycard

2004 2003 2002
fm £fm £m

Net interest income 1,600 1,555 1,354
Net fees and commissions 764 673 585
Other operating income - - 1
Operating income 2,364 2,228 1,940
Goodwill amortisation (41) (38) (26)
Other operating expenses (806) (761) (636)
Operating expenses (847) (799) (662)
Operating profit before
provisions 1,517 1,429 1,278
Provisions for bad and
doubtful debts (761) (708) (663)
Operating profit 756 721 615
Profit/(loss) from joint
ventures 4 2 (4)
Exceptional items - - 2
Profit on ordinary activities
before tax 760 723 613

Barclaycard profit before tax increased 5% (£37m) to £760m
(2003: £723m).

Operating income increased 6% (£136m) to £2,364m (2003: £2,228m).
Net revenue (operating income less provisions) increased 5% (£83m)
to £1,603m (2003: £1,520m). A high level of recruitment of UK retail
card customers continued at 1.33m (2003: 1.55m).

Net interest income increased 3% (£45m) to £1,600m (2003: £1,555m)
reflecting growth in UK average extended credit balances, up 11% to
£8.2bn (2003: £7.4bn) and higher UK average loan balances, up 11%
to £9.4bn (2003: £8.5bn). Margins in the consumer lending business
remained broadly stable whereas margins in UK cards decreased,
reflecting higher funding costs and the impact of increased balance
transfer activity at promotional rates.

Net fees and commissions increased 14% (£91m) to £764m
(2003: £673m) as a result of the continued growth in the credit
card and consumer lending businesses and good volume growth
within the merchant acquiring business.

Operating expenses rose 6% (£48m) to £847m (2003: £799m).
The increase reflected investment in Barclaycard International and
brand related investment in the UK.

Provisions increased 7% (£53m) to £761m (2003: £708m). This
increase was lower than the growth in assets and reflected the
continued benefit of improved collections activity. Non-performing
loan balances increased but at a significantly lower rate than the
growth in assets. Delinquency levels as a percentage of outstandings
for both Barclaycard branded credit cards and for Barclayloan

were stable.

In the UK, particularly strong performances from the Monument and
FirstPlus businesses, together with Barclaycard Business, more than
offset the margin pressure and brand investment in the Barclaycard
branded card activities.
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Barclaycard International made good progress with its growth strategy.
Profit before tax increased to £8m (2003: £4m). Income increased 30%
due to the growth in average extended credit balances, up 28% to
£882m (2003: £689m). The number of Barclaycard International cards
in issue rose to 2.9m (2003: 1.7m). Barclaycard established a presence
in the US credit card market through the acquisition of the Juniper
Financial Corporation in December 2004. Juniper is a US credit card
issuer with US$1.4bn in receivables and 1 million cards in issue. In
2004, Juniper contributed a loss of £2m, for the month of December,
in line with expectations at the time of the acquisition.

Barclaycard profit before tax in 2003 increased 18% to £723m
(2002: £613m).

Net interest income in 2003 increased 15% to £1,555m (2002:
£1,354m). This was mainly due to good growth in average UK
extended credit balances, up 14% to £7.4bn (2002: £6.5bn).

Net fees and commissions in 2003 increased 15% to £673m (2002:
£585m), as a result of higher cardholder activity and good volume
growth within the merchant acquiring business.

Operating expenses in 2003 increased by 21% to £799m (2002:
£662m). The increase reflected higher business volumes and greater
marketing spend coupled with increased strategic investment spend
as Barclaycard enhanced operational capability. Included in operating
expenses was goodwill of £38m (2002: £26m).

Provisions in 2003 increased 7% to £708m (2002: £663m).

Barclays Capital

2004 2003 2002

£m fm fm

Net interest income 1,006 1,024 939
Dealing profits 1,469 1,042 828
Net fees and commissions 611 551 481
Other operating income 295 109 78
Operating income 3,381 2,726 2,326

Goodwill amortisation - - (2)

Other operating expenses (2,237) (1,638) (1,345)
Operating expenses (2,237) (1,638) (1,347)
Operating profit before

provisions 1,144 1,088 979

Provisions for bad and

doubtful debts (102) (253) (334)
Operating profit 1,042 835 645

Profit from associated

undertakings - 1 1

Profit on ordinary activities

before tax 1,042 836 646

Barclays Capital profit before tax increased 25% (£206m) to £1,042m
(2003: £836m), as a result of very strong operating income growth
and the continued improvement in the credit environment. The very
strong performance was driven by growth in business volumes and
client activity levels. Net revenue (operating income less provisions)
increased 33% (£806m) to £3,279m (2003: £2,473m).
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Operating income increased 24% (£655m) to a record £3,381m
(2003: £2,726m) as a result of strong growth across most of the
product areas in Rates and Credit. Income by product continued to
diversify with the strongest growth delivered by credit products and
equity related products. Regional growth was broadly based with
particularly strong results in the US and Asia. Average DVaR increased
to £34m (2003: £26m). Period end DvaR was £32m (2003: £37m).

Secondary income, comprising dealing profits and net interest income,
is mainly generated from providing client risk management solutions.
This increased 20% (£409m) to £2,475m (2003: £2,066m).

Dealing profits increased 41% (£427m) to £1,469m (2003: £1,042m),
with very strong performances in both the Rates and Credit
businesses. This reflected higher volumes of client led activity across
a broad range of products and the continued benefit of recent
headcount investments in product depth and geographic reach. Net
interest income fell 2% (£18m) to £1,006m (2003: £1,024m) driven
by lower contributions from money markets due to the reduced size
of the book.

Primary income, comprising net fees and commissions from advisory
and origination activities, grew 11% (£60m) to £611m (2003: £55Tm).
Securitisation, structured bonds and leveraged finance grew
significantly, more than offsetting lower market activity by

corporates. Net fees and commissions included £63m (2003: £89m)
of internal fees for structured capital markets activities arranged

by Barclays Capital.

Other operating income increased to £295m (2003: £109m) as a result
of a number of private equity realisations and structured capital
markets transactions.

Operating expenses increased 37% (£599m) to £2,237m

(2003: £1,638m) due to the execution of the business expansion plan
and an increase in performance related pay. Business as usual costs
increased significantly, reflecting higher volumes and the growth in
staff numbers. Revenue related costs increased due to the strong profit
performance. The recruitment of staff to expand product, client
coverage and distribution capabilities resulted in significantly higher
strategic investment costs. The ratio of total costs to net revenue and
staff costs to net revenue both increased by 2% to 68% and 55%
respectively. Approximately half of the total costs comprised
performance related pay, discretionary investment spend and
short-term contractor resource.

Total headcount increased by 2,000 to 7,800 (2003: 5,800).

Almost a third were in the front office, mainly in Europe and the US.
Approximately half of the increase was directed at strengthening the
back office and control functions. The remainder related to contract
staff, mainly in technology, which ensured that the support platform
could be developed whilst maintaining flexibility. Barclays Capital
accelerated targeted investments in revenue generating capabilities
together with a strengthening of the control and support environment.
This investment has expanded the scope of the product offering,
building new income streams from commercial and residential
mortgage backed securities and home equity loans. Existing offerings
in commodities trading and equity related products were extended to
the US and client channels continued to be extended in Europe, the US
and Asia.
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Provisions fell 60% (£151m) to £102m (2003: £253m), reflecting the
significant decline in non-performing and potential problem loan
balances as a result of a more stable wholesale credit environment.

Profit before tax in 2003 increased 29% to £836m (2002: £646m),
due to very strong operating income growth and an improving credit
environment. Revenue related costs increased with the strong
performance.

Operating income increased 17% to £2,726m (2002: £2,326m)
reflecting broadly based growth across most products in Rates and
Credit. Secondary income increased 17% to £2,066m (2002: £1,767m)
driven by strong growth in dealing profits. Primary income grew 15%
to £551m (2002: £481m) with good performances across the Credit
businesses.

Operating expenses grew 22% to £1,638m (2002: £1,347m) reflecting
increased revenue related costs due to the strong financial
performance and growth in BAU costs associated with higher business
volumes and front-office hiring.

Provisions fell 24% to £253m (2002: £334m) reflecting ongoing
improvements in the quality of the loan book and the recovery in
the large corporate credit environment.

Barclays Global Investors

2004 2003 2002
fm £m £m

Net interest income 5 9 9

Net fees and commissions 882 662 538

Other operating income 6 1 -

Operating income 893 672 547

Goodwill amortisation (18) (13) (13)
Other operating expenses (545) (480) (439)
Operating expenses (563) (493) (452)
Operating profit 330 179 95

Loss from joint ventures (2) (1) (1)
Exceptional items 1 - -

Profit on ordinary activities

before tax 329 178 94

Barclays Global Investors (BGI) delivered another year of record
performance. Profit before tax increased 85% (£151m) to £329m
(2003: £178m) reflecting substantial income growth and continued
discipline in cost management. Foreign exchange movements
impacted growth in income and costs. Approximately 55% of income
is generated in the US and 31% in the UK and continental Europe.

Net fees and commissions increased 33% (£220m) to £882m

(2003: £662m), with strong income generation across both the active
and index businesses and particularly in investment management fees.
These resulted from strong net new sales, growth in sales of higher
margin products and stronger global equity markets, partially offset
by adverse foreign exchange movements. Securities lending income
growth was also very strong, benefiting from increased volumes.

Successful income generation continued across a diverse range of
products, distribution channels and geographies and active product
investment performance remained strong. BGI's commitment to
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innovation continued as a number of iShare (Exchange Traded Funds)
products were launched during 2004. There was significant growth in
global iShares with assets under management up 88% to US$130bn
at the year-end.

Operating expenses increased 14% (£70m) to £563m (2003: £493m)
primarily as a result of higher performance based expenses and
benefited from foreign exchange movements.

Total assets under management increased 19% (£111bn) to £709bn
(2003: £598bn). The growth included the significant generation of
net new assets of £65bn. An increase of £97bn attributable to
market movements was partially offset by £51bn of adverse exchange
rate movements.

Barclays Global Investors profit before tax in 2003 increased 89%
(£84m) to £178m (2002: £94m) and reflected very strong top-line
income growth and good control of costs.

Net fees and commissions in 2003 increased 23% (£124m) to £662m
(2002: £538m), reflecting good income generation across a diverse
range of products, distribution channels and geographies. The increase
was largely driven by growth of investment management fees. These
resulted from strong net new sales, growth in the sales of higher
margin products, good investment performance and the recovery of
equity markets towards the year end, which more than compensated
for the adverse impact of foreign exchange translation movements.

Operating expenses in 2003 increased by 9% (£41m) to £493m
(2002: £452m) due to higher revenue related costs, partly offset by
the impact of foreign exchange translation movements.

Head office functions and other operations

2004 20036 20026
fm £m fm
Head office functions and
central items (201) (192) 155)
Transition businesses 7 (25) 125)
Restructuring costs (12) (16) (21)
Loss on ordinary activities
before tax (206) (233) (301)
Note

(a) Comparative figures have been restated to reflect the aggregation of Head
office functions and other operations, which were formerly reported
separately.

Head office functions and central items costs increased 5% (£9m) to

a loss of £20Tm (2003: loss £192m). Central items included internal
fees charged by Barclays Capital for structured capital market activities
of £63m (2003: £89m).

The improved performance of Transition Businesses, from a loss of
£25m to a profit of £7m, primarily reflected provisions released in the
current year.

Head office functions and central items costs increased in 2003 by
24% (£37m) to a loss of £192m (2002: loss £155m).

The improved performance of Transition Businesses, from a loss
in 2002 of £125m to a loss in 2003 of £25m, primarily reflected
a reduced provisions charge in respect of various South American
Corporate Banking exposures.
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Total assets and liabilities and capital resources

Total Assets and Liabilities
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The Group’s balance sheet increased 18% (£78.8bn) to £522.1bn
(2003: £443.3bn). Weighted risk assets increased 16% (£29.6bn)
to £218.6bn (2003: £189bn).

UK Banking total assets increased 8% to £122.4bn (2003: £113.7bn).
Weighted risk assets increased 9% to £91.9bn (2003: £84.5bn).

UK Retail Banking total assets increased 3% to £71.6bn (2003: £69.7bn)
and weighted risk assets increased 4% to £37.1bn (2003: £35.8bn).
This was mainly attributable to growth in the UK residential mortgage
portfolio, up 3% to £61.7bn (2003: £59.8bn).

UK Business Banking total assets increased 15% to £50.8bn
(2003: £44bn) and weighted risk assets increased 13% to £54.8bn
(2003: £48.6bn). This reflected strong growth in lending balances.

Private Clients and International total assets (excluding the assets

of the closed life assurance activities) increased 14% to £31bn
(2003: £27.2bn), and weighted risk assets increased 28% to £23.3bn
(2003: £18.2bn). This was mainly attributable to growth in customer
loans in Spain, Italy and Africa.

Barclaycard total assets increased 14% to £23.4bn (2003: £20.6bn)
reflecting growth in the credit card and consumer lending business
and the acquisition of Juniper. Weighted risk assets increased 10%

to £20.2bn (2003: £18.3bn).

Barclays Capital total assets increased 24% to £332.6bn

(2003: £268.7bn) due to increases in debt securities and fully
collateralised reverse repos as the expansion of the business
continued. Total weighted risk assets increased 23% to £79.9bn
(2003: £65.1bn), reflecting increased business volumes and the
expansion of credit trading, credit derivatives and residential and
commercial mortgage backed securities to meet client demands.

Capital Resources

The Group manages both its debt and equity capital actively. The
Group’s authority to buy-back equity was renewed at the 2004 AGM
to provide additional flexibility in the management of the Group’s
capital resources.

2004 2003 2002 EE |

fm fm fm

Barclays PLC Group
Shareholders’ funds 17,417 16,374 15,146
Minority interests: non-equity 690 - -
Minority interests: equity 211 283 156
18,318 16,657 15,302
Undated loan capital 6,149 6,310 6,678
Dated loan capital 6,128 6,029 4,859
Total capital resources 30,595 28,996 26,839

Total capital resources increased in the year by £1,599m.

Shareholders’ funds increased by £1,043m, reflecting profit retentions
of £1,730m, net proceeds of share issues of £114m and gains arising
from transactions with third parties which are reflected in the
statement of recognised gains and losses of £13m; offset by share
repurchases of £699m, an increase in treasury and ESOP shares of
£53m, exchange rate losses of £58m.

Non-equity minority interests reflected the issue by Barclays Bank PLC
of €1bn (£688m) of non-cumulative preference shares on 8th December
2004 and an additional £2m of profits attributable to these non-equity
minority interests at the year-end.

Loan capital decreased by £62m reflecting raisings of £774m, more
than offset by redemptions of £611m, exchange rate movements of
£224m and amortisation of issue expenses of £1m.

2004 2003 2002
fm fm fm

Barclays Bank PLC Group
Shareholders’ funds: equity 17,581 16,485 15,205

Shareholders’ funds:

non-equity 690 - -
Minority interests: equity 211 283 156
18,482 16,768 15,361
Undated loan capital 6,149 6,310 6,678
Dated loan capital 6,128 6,029 4,859
Total capital resources 30,759 29,107 26,898

Capital resources for Barclays Bank PLC Group differ from Barclays PLC
Group by £164m (2003: £111m).
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Capital ratios

Capital adequacy and the use of regulatory capital are monitored by the Group, employing techniques based on the guidelines developed by the
Basel Union on Banking Supervision (the Basel Committee) and European Union Directives, as implemented by the Financial Services Authority
(FSA) for supervisory purposes.

These techniques include the risk asset ratio calculation, which the FSA regards as a key supervisory tool. The FSA sets ratio requirements for
individual banks in the UK at or above the internationally agreed minimum of 8%. The ratio calculation involves the application of designated
risk weightings to reflect an estimate of credit, market and other risks associated with broad categories of transactions and counterparties.
Regulatory guidelines define three ‘Tiers’ of capital resources. Tier 1 capital, comprising mainly shareholders’ funds and including Reserve Capital
Instruments and Tier One Notes, is the highest tier and can be used to meet trading and banking activity requirements. Tier 2 includes perpetual,
medium-term and long-term subordinated debt, general provisions for bad and doubtful debts and fixed asset revaluation reserves. Tier 2 capital
can also be used to support both trading and banking activities. Tier 3 capital also comprises short-term subordinated debt with a minimum
original maturity of two years. The use of tier 3 capital is restricted to trading activities only and it is not eligible to support counterparty or
settlement risk. The aggregate of tiers 2 and 3 capital included in the risk asset ratio calculation may not exceed tier 1 capital.

The following tables set out the calculated capital ratios and the weighted risk assets and regulatory capital resources on which they were based
as at 31st December:

Capital ratios

2004 2003 2002
Barclays Barclays Barclays Barclays Barclays Barclays
PLC  Bank PLC PLC Bank PLC PLC Bank PLC
Group Group Group Group Group Group
£m fm £m £m £m £m
Capital ratios
Tier 1 ratio 7.6 7.6 7.9 7.9 8.2 8.2
Risk asset ratio 11.5 11.5 12.8 12.8 12.8 12.8
2004 2003 2002
£m £m £fm
Weighted risk assets
Banking book
on-balance sheet 148,621 133,816 128,691
off-balance sheet 26,741 22,987 21,999
Associated undertakings and joint ventures 3,020 2,830 3,065
Total banking book 178,382 159,633 153,755
Trading book
Market risks 22,106 13,861 7,988
Counterparty and settlement risks 18,113 15,503 11,005
Total trading book 40,219 29,364 18,993
Total weighted risk assets 218,601 188,997 172,748
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2004 2003 2002
Barclays Barclays Barclays Barclays Barclays Barclays
PLC Bank PLC PLC Bank PLC PLC Bank PLC
Group Group Group Group Group Group
Capital resources (as defined for regulatory purposes) fm fm £m £m £m £m
Tier 1
Called up share capital 1,614 2,316 1,642 2,302 1,645 2,293
Eligible reserves 15,670 15,656 14,657 13,997 13,405 12,757
Minority interests
— non-equity 688 - - - - -
— equity 575 575 637 637 522 522
Reserve Capital Instruments(@ 1,627 1,627 1,705 1,705 1,771 1,771
Tier One Notes(@ 920 920 960 960 1,019 1,019
Less: goodwill (4,432) (4,432) (4,607) (4,607) (4,158) (4,158)
Total qualifying tier 1 capital 16,662 16,662 14,994 14,994 14,204 14,204
2004 2003 2002
£m £m £m
Tier 2
Revaluation reserves 25 25 25
General provisions 564 795 737
Qualifying subordinated liabilities®)
Undated loan capital 3,573 3,636 3,854
Dated loan capital 5,647 5,652 4,573
Other(© 2 2 2
Total qualifying Tier 2 capital 9,811 10,110 9,191
Tier 3: short-term subordinated liabilities(®) 286 280 203
Less: supervisory deductions
Investments not consolidated for supervisory purposes(@ (1,047) (979) (1,288)
Other deductions (496) (182) (119)
Total deductions (1,543) (1,161) (1,407)
Total net capital resources 25,216 24,223 22,191

Notes

(@

(b)

(0)

(d)

Reserve Capital Instruments (RCIs) and Tier One Notes (TONs) are included in undated loan capital in the consolidated balance sheet.

additional capital within these limits.

Comprises revaluation reserves attributable to minorities £2m (2003: £2m, 2002: £2m).

Includes £610m (2003: £478m, 2002: £867m) of shareholders’ interest in the retail life-fund.

Subordinated liabilities are included in Tiers 2 or 3, subject to limits laid down in the supervisory requirements. Barclays retains significant capacity to raise

Net capital resources grew by 4.1% (£1bn). Tier 1 capital rose by £1.7bn with retained profits of £1.7bn and the issue of £0.7bn of preference

shares being offset by share repurchases of £0.7bn. Tier 2 capital fell by 3% (£0.3bn) and tier 3 capital remained broadly as reported at
31st December 2003. Supervisory deductions increased by £0.4bn.

The overall growth in weighted risk assets of £29.6bn comprised trading book weighted assets growth of 37% (£10.9bn) and banking book
weighted assets of 11.7% (£18.7bn).

The risk asset ratio was 11.5% (2003: 12.8%). The tier 1 ratio was 7.6% (2003: 7.9%).

115



85.xls

Financial review

Deposits and short-term borrowings

Deposits
Average: year ended 31st December
2004 2003 2002
£m £m £m
Deposits by banks
Offices in the United Kingdom 46,835 41,034 31,966
Offices outside the
United Kingdom:
Other European Union 3,511 2,696 1,894
United States 946 597 2,213
Rest of the World 12,170 6,815 4,909
63,462 51,142 40,982
Customer accounts
Offices in the United Kingdom 176,137 170,689 145,192
Offices outside the
United Kingdom:
Other European Union 8,485 6,935 5,418
United States 6,447 3,671 3,964
Rest of the World 8,568 6,827 9,188
199,637 188,122 163,762

Average deposits (excluding trading balances) are analysed by type
in the average balance sheet on page 99 and are based on the location
of the office in which the deposits are recorded.

‘Demand deposits’ in offices in the UK are mainly current accounts
with credit balances, obtained through the UK branch network.

‘Savings deposits’ in offices in the UK are also obtained through, and
administered by, the UK branch network. Interest rates are varied from
time to time in response to competitive conditions. These deposits are
not drawn against by cheque or similar instrument.

‘Other time deposits — retail” in offices in the UK are interest bearing
and also are not drawn against by cheque or similar instrument.

They are generally distinguished from savings deposits by having fixed
maturity requirements and from wholesale deposits by being collected,
in the main, through the UK branch network.

‘Other time deposits — wholesale’ in offices in the UK are obtained
through the London money market and are booked mainly within the
Group’s money market operations. These deposits are of fixed maturity
and bear interest rates which relate to the London inter-bank money
market rates.

‘Other time deposits’ includes commercial paper and inter-bank funds.

Although the types of deposit products offered through offices located
outside the UK are broadly similar to those described above, they are
tailored to meet the specific requirements of local markets.

A further analysis of Deposits by banks and Customer accounts is
given in Note 23 and Note 24 to the accounts on page 157.
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Short-term Borrowings
Short-term borrowings include Deposits by banks as reported in
‘Deposits’, Commercial paper and negotiable certificates of Deposit.

Deposits by banks (excluding trading business)
Deposits by banks are taken from a wide range of counterparties and
generally have maturities of less than one year.

2004 2003 2002

£fm fm £fm

Year-end balance 74,211 57,641 48,751

Average balance 63,279 51,059 40,788

Maximum balance 93,809 77,195 56,414
Average interest rate

during year 2.4% 2.3% 2.9%

Year-end interest rate 2.9% 2.5% 2.6%

Commercial paper

Commercial paper is issued by the Group, mainly in the United States,
generally in denominations of not less than $100,000, with maturities
of up to 270 days.

2004 2003 2002

fm £m £m

Year-end balance 8,688 4,426 5,192

Average balance 6,828 3,288 4,818

Maximum balance 9,381 6,284 5,234
Average interest rate

during year 1.8% 1.1% 2.0%

Year-end interest rate 2.2% 1.6% 1.6%

Negotiable certificates of deposit
Negotiable certificates of deposits are issued mainly in the UK and US,
generally in denominations of not less than $100,000.

2004 2003 2002

£m £m £m

Year-end balance 37,213 28,536 30,045

Average balance 35,409 33,013 27,111

Maximum balance 44,934 40,274 36,780
Average interest rate

during year 2.2% 2.2% 3.3%

Year-end interest rate 2.8% 2.1% 2.8%
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Securities
The following table analyses the book value and valuation of securities.

Barclays PLC Annual Report 2004

2004 2003 2002
Book value  Valuation Book value Valuation  Book value Valuation
£m fm fm £m £fm fm
Investment securities
Debt securities:
United Kingdom government 19 19 565 621 1,465 1,496
Other government 11,858 12,051 16,347 16,772 18,963 19,564
Other public bodies 21 21 78 79 17 17
Mortgage-backed securities 6,563 6,537 3,074 3,077 4,693 4,704
Corporate issuers 15,765 15,796 13,826 13,966 12,601 12,666
Other issuers 5,531 5,547 3,691 3,695 2,529 2,530
Equity shares 1,293 1,513 954 1,134 505 509

41,050 41,484
Other securities
Debt securities:

United Kingdom government 2,567 2,567
Other government 37,438 37,438
Other public bodies 8,177 8,177
Bank and building society certificates of deposit 7,063 7,063
Other issuers 32,426 32,426
Equity shares 10,873 10,873

38,535 39,344

2,084 2,084
28,011 28,011
4,513 4,513
5,796 5,796
19,408 19,408
6,905 6,905

40,773 41,486

1,025 1,025
25,385 25,385
2,438 2,438
12,027 12,027
13,086 13,086
2,624 2,624

139,594 140,028

105,252 106,061

97,358 98,071

Investment 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. In addition, the Group holds as investments
listed and unlisted corporate securities. Investment securities are valued at cost, adjusted for the amortisation of premiums or discounts to

redemption, less any provision for diminution in value.

Other securities comprise dealing securities which are valued at market value.

Bank and building society certificates of deposit are freely negotiable and have original maturities of up to five years, but are typically held for

shorter periods.

A further analysis of the book value and valuation of securities is given in Notes 16 and 17 to the accounts on pages 151 and 152.
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In addition to UK government securities shown above, at 31st December 2004 and 2003 the Group held the following government securities
which exceeded 10% of shareholders’ funds.

= | 2004 2003
Book value  Valuation Book value Valuation
fm fm fm £m
United States government securities 14,334 14,349 10,155 10,203
Japanese government securities 8,494 8,512 9,802 9,806
Italian government securities 6,900 6,930 5,770 5,835
German government securities 6,215 6,229 4,468 4,504
French government securities 3,035 3,035 2,674 2,697
Spanish government securities 2,597 2,631 2,594 2,650
Maturities and yield of investment debt securities
=
= | Maturing within Maturing after one but Maturing after five but Maturing after
one year: within five years: within ten years: ten years:
Total
Amount Yield Amount Yield Amount Yield Amount Yield Amount yield
£m % fm % fm % £m % fm %
Government 2,271 3.1 5,660 3.5 3,609 3.9 337 0.8 11,877 25
Other public bodies 9 - 12 - - - - - 21 -
Other issuers 9,080 3.7 13,883 2.8 670 4.4 4,226 37 27,859 33
Total book value 11,360 3.6 19,555 3.0 4,279 4.0 4,563 3.5 39,757 33
Total valuation 11,379 19,660 4,346 4,586 39,971

The yield for each range of maturities is calculated by dividing the annualised interest income prevailing at 31st December 2004 by the book
value of securities held at that date. Yields on certain US securities, which are exempt from tax, have been calculated using interest income
adjusted to reflect a taxable equivalent basis.
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Life Assurance business

The Group has life businesses operating in the UK and through its
French and Spanish subsidiaries in Spain, Portugal and France. The UK
company has ceased to accept new business applications and did not
write with profits contracts previously. The French and Spanish
subsidiaries offer a diverse range of insurance products. As discussed
in the section on Future UK accounting developments on page 129,
the Group is expanding its disclosure in respect of the life business, in
line with the Memorandum of Understanding entered into by the
Accounting Standards Board, together with the Association of British
Insurers and major insurers and bancassurers in the banking industry,
following the publication of FRS 27 in December 2004.

Options and Guarantees
The Group’s life contracts do not contain options or guarantees that
could confer material risk upon the company.

Capital position statement

Available capital resources for life business: fm
Total shareholders’ funds in the life business 276
Fund for Future Appropriations (FFA) and other

sources of capital -
Conversion to regulatory basis 8
Total available capital resources 284
Less: surplus (154)
Capital resource requirement 130
Reconciliation of capital resources: £m
Shareholder capital available for life business

(see above table) 284
Shareholders’ funds attributed to other businesses 17,133
Total shareholders’ funds (see Note 33 on page 167) 17,417
FFA and other capital resources available for

life business (see above table) -
Other capital resources attributable to

other businesses 13,178
Total other capital resources 13,178
Total capital resources 30,595
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Capital management and constraints on the transfer of capital
Capital resource requirements are assessed at company level in
accordance with local laws and regulations. However, the aim is that
each life fund should be able to meet its own liabilities. In the event
that this should not be the case, shareholders’ funds attributed to
businesses other than Life Insurance are available to meet liabilities
of life business to the extent that they otherwise cannot be met.
Conversely, there are some constraints in moving capital out of the
life funds.

During 2003, Barclays restructured its UK retail life assurance
businesses. This resulted in the transfer of Barclays Life to Woolwich
Life, subsequently renamed Barclays Life, and the establishment of

a reinsurance arrangement with Barclays Reinsurance Dublin Limited,
a new subsidiary of Barclays Life. Under this arrangement Barclays
Reinsurance Dublin Limited raised finance via a contingent loan which
was ultimately funded partly by investors external to the Group and
partly by the Group.

The capital management objective is to ensure that sufficient capital
is in place to meet liabilities as they fall due. This is supported by risk
management policies designed to manage key risks to the life

business:

»  Credit risk;
Market risk;
Liquidity risk;

»  Operational risk; and
+ Insurance risk.

In managing risk, management considers the impact of key
assumptions. Included in the capital management policies are the
requirements to:

* manage credit risk by adopting prudent parameters as constraints
for investment managers and by diversifying reinsurance amongst
a selection of well capitalised providers; and

+ hold a suitably diversified portfolio of admissible assets of a value
sufficient to cover technical provisions and of appropriate currency,
term, safety and yield to ensure that cash inflows from those assets
will be sufficient to meet expected cash flows from its insurance
liabilities as they fall due.

Although there are a number of factors influencing the capital position
of the life business, the key factors include equity risk, inflation risk,
mortality shock, and morbidity shock.

Liabilities are sensitive to a downturn in the economy and the
investment market, such as increased mortgage protection claims,
policy lapses and surrenders at a time when it is difficult to liquidate
assets. Barclays has a policy to choose assets to match the nature and
the term of the liability and this policy would continue to be applied
to any changes in market conditions.
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Off balance sheet arrangements

Off Balance Sheet Arrangements

In the ordinary course of business and primarily to facilitate client
transactions, the Group enters into off balance sheet arrangements
with unconsolidated entities. These arrangements include the
provision of guarantees on behalf of the Group’s customers, retained
interests in assets which have been transferred to an unconsolidated
entity and obligations arising out of variable interests in an
unconsolidated entity.

Guarantees

In the normal course of business, the Group issues guarantees on behalf
of its customers. In the majority of cases, Barclays will hold collateral
against the exposure, have a right of recourse to the customer or both.
In addition, Barclays 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 Customs and Excise
and retention guarantees.

Further details on these guarantees are provided in Note 52 on page 221.

Special purpose entities
The off balance sheet arrangements entered into by the Group
typically involve the use of special purpose entities (SPEs).

These are entities that are set up for a specific purpose and generally
would not enter into an operating activity nor have any employees.
The most common form of SPE involves the acquisition of financial
assets that are funded by the issuance of securities to external
investors, which have cash flows different from those of the underlying
instruments. The repayment of these securities is determined by the
performance of the assets acquired by the SPE. These entities form

an integral part of many financial markets, and are important to the
development of the securitisation markets and functioning of the

US commercial paper market.

The consolidation approach to the SPEs is different under UK and US GAAP.

UK GAAP treatment

Under UK GAAP the financial statements are required to present

a true and fair view, which includes reflecting the substance of the
transactions and arrangements and not just the legal form.

Accordingly, the substance of any transaction with an SPE forms the
basis for the treatment in the Group’s financial statements. When a
Group company has transferred assets into an SPE, these assets should
only be derecognised when the criteria within Financial Reporting
Standard (FRS) 5 (Reporting the substance of transactions) are fully met.

An SPE is consolidated by the Group either if it meets the criteria of FRS
2 (Accounting for subsidiaries), or if the risk and rewards associated
with the SPE reside with the Group, such that the substance of the
relationship is that of a subsidiary. Financial data relating to entities
consolidated on this latter basis is given in Note 47 on page 187.

US GAAP treatment

Under US GAAP, the Group determines whether it has a controlling
financial interest in an entity by initially evaluating whether the entity
is a variable interest entity (VIE), voting interest entity, or a qualifying
special purpose entity (QSPE).
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As defined in FASB interpretation (FIN) 46-R (Consolidation of
Variable Interest Entities), VIEs are entities which lack one or more of
the characteristics of a voting interest entity described below. FIN 46-R
states that a controlling financial interest in an entity is present where
an enterprise has a variable interest, or a combination of variable
interests, that will absorb the majority of the entity’s expected losses,
receive a majority of the entity’s expected residual returns, or both.
The enterprise with a controlling financial interest is the primary
beneficiary under FIN 46-R. Accordingly, the Group consolidates all
VIEs in which it is the primary beneficiary, as described in Note 52.

Voting interest entities are entities in which the total equity investment
at risk is sufficient to enable each entity to finance itself independently
and provides the equity holders with the obligation to absorb losses,
the rights to receive residual returns and the right to make decisions
about the entity’s activities. Voting interest entities are evaluated for
consolidation in accordance with Accounting Research Bulletin (ARB)
51. ARB 51 states that the usual condition for a controlling financial
interest in an entity is ownership of a majority voting interest.

In accordance with SFAS 140 (Accounting for Transfers and Servicing
of Financial Assets and Extinguishments of Liabilities), the Group does
not consolidate QSPEs. QSPEs are passive entities that hold financial
assets transferred to them by the Group and are commonly used in
mortgage and other securitisation transactions.

The Group, in the ordinary course of business, and primarily to
facilitate client transactions, has helped establish SPEs in various
areas which are described below, along with their UK and US GAAP
treatment:

Commercial paper conduits

The Group provides its clients with access to liquidity through the use
of asset backed commercial paper programmes. These programmes
involve the sale of financial assets by clients to entities which are, in
effect, commercial paper conduits that then issue commercial paper

to fund the purchases. The financial assets held by the conduits, which
totalled £12,404m (2003: £12,650m) at 31st December 2004, normally
take the form of consumer or trade receivables. Of the above amount,
assets held by the conduits which have been originated by the Group
amounted to £68m (2003: £192m) and have been reported on the
Group’s balance sheet under UK GAAP. The remainder represents client
assets in which the Group has no interest and which are not reported
on the Group's balance sheet at 31st December 2004. Certain
administrative activities and the provision of liquidity and credit
facilities to the programmes are performed by the Group under
arm’s-length contracts that it, or the conduit’s independent board of
directors, can terminate. Net fees received by the Group for performing
these services amounted to £53m (2003: £58m). Under US GAAP these
conduits are consolidated by the Group. This has minimal impact on net
income, although assets increase by £12,336m (2003: £2,845m). The
commitments to provide liquidity to these vehicles are a maximum of
£16,296m, which would be required to be provided in the event of the
conduits’ access to funding markets being restricted.

Further details of these transactions are provided in Note 52 on
pages 216 and 217.

Credit structuring business

The Group structures investments with specific risk profiles which are
attractive to investors. This business involves the sale by the Group of
credit exposures based on an underlying portfolio of assets into SPEs,



often using credit derivative contracts. The assets are funded by
issuing securities with varying terms. In accordance with UK GAAP, the
Group does not recognise the assets and liabilities of these entities in
its balance sheet once the securities that represent substantially all the
risks and rewards associated with the SPE have been sold to third
parties. Otherwise these are recognised in full. Under UK GAAP, as at
31st December 2004, the Group had consolidated gross assets of
£2,024m (2003: £2,793m) in respect of these transactions. The
Group’s net income for 2004 included an £8m profit (2003: £38m)
generated by the relationship with these entities. Under US GAAP, as
at 31st December 2004, the Group had consolidated gross assets of
£2,343m (2003: £2,877m). The summarised results of these entities
under UK GAAP are given in Note 47 on page 187.

Asset securitisations

The Group assists companies with the formation of asset
securitisations. These entities have minimal equity and rely on funding
in the form of notes to purchase the assets for securitisation. The
Group provides financing in the form of senior notes and/or junior
notes and may also provide derivatives to the SPE. The Group has also
used SPEs to securitise part of its originated and purchased retail and
commercial lending portfolios and credit card receivables. Following the
sale of these assets to the securitisation vehicles, the Group may retain
servicing rights and an interest in the residual income of the SPEs.

Under UK GAAP, the SPEs are consolidated as quasi-subsidiaries
where the Group has the risks and rewards of the transaction.

Under UK GAAP, as at 31st December 2004, gross assets of £7,168m
(2003: £6,717m) were consolidated. Where junior notes and certain
derivative contracts are provided by the Group, the Group may be

the primary beneficiary under FIN 46-R and would be required to
consolidate these SPEs. Under US GAAP, as at 31st December 2004,
the Group had consolidated gross assets of £3,925m (2003: £7,178m)
in respect of these transactions in which the Group is determined to
be the primary beneficiary. Certain of the entities used are QSPEs in
accordance with SFAS 140 and, where this is the case, the securitised
assets are deemed to have been sold and consolidation of the QSPE is
not required. This results in the derecognition of assets of £7,660m as
at 31st December 2004 (2003: £2,350m).

Further details are included in Notes 14 and 47 on pages 147 and 187.

Asset realisations
The Group establishes SPEs to facilitate the recovery of banking
facilities in circumstances where the borrower has suffered financial
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loss. Under US GAAP, as at 31st December 2004, the Group had
recognised assets of £68m (2003: £nil) in respect of the transactions.
These entities are not consolidated under UK GAAP.

Client intermediation

The Group is involved in structuring transactions as a financial
intermediary to meet investor and client needs. These transactions
involve entities structured by either the Group or the client and
they 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. 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).

Where the Group has the risks and rewards, the SPEs are consolidated
either as quasi-subsidiaries under UK GAAP or as VIEs under US GAAP,
with assets of £216m as at 31st December 2004 (2003: £5,740m).
Certain entities that are consolidated in accordance with FRS 2 under
UK GAAP are deconsolidated under US GAAP where the Group is not
the primary beneficiary. The impact on the Group’s total assets is a
reduction of £2,699m (2003: £43m).

Fund management

The Group provides asset management services to a large number of
investment entities on an arm’s-length basis and at market terms and
prices. The majority of these entities are investment funds that are
owned by a large and diversified number of investors.

In addition, there are various partnerships, funds and open-ended
investment companies that are used by a limited number of
independent third parties to facilitate their tailored private equity,
debt securities or hedge fund in