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What's inside this report

Barclays PLC and Barclays Bank PLC strategies remain aligned in 2017.
In order to prepare for UK ring-fencing requirements the Group has
begun re-organising the legal entity structure into the two clearly
defined divisions of Barclays UK and Barclays International supported
by the Group Service Company. In 2018, a newly created entity, the
ring-fenced bank will consist of the Barclays UK division and Barclays The content meets, and where insightful, goes beyond
Bank PLC will consist of the Barclays International division. The Group minimal regulatory reporting standards.

Service Company, Barclays Services Limited will provide services to both
these entities. For an overview of the changes, resulting group structure GCovernance
and timeline please refer to page 155.

The Detailed Report

Within the Annual Report, these disclosures inform
of Barclays 2016 performance.
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The Strategic Report was approved by the Board of Directors on Report of the Auditor The Auditor’s report on the full accounts for the
22 February 2017 and signed on its behalf by the Chairman. year ended 31 December 2016 was unqualified, and their statement under
section 496 (whether the Strategic Report and the Directors’ report are

e teit (2 el AUC Ciours o e Crows: mezlns Beid aye il consistent with the accounts) of the Companies Act 2006 was unqualified.

together with its subsidiaries and the term Barclays Bank PLC Group

means Barclays Bank PLC together with its subsidiaries. ‘Barclays’ Notes, Non-IFRS performance measures and forward-looking statements
and ‘Group’ are terms which are to refer to either of the proceeding Barclays management believes that the non-IFRS performance measures
Groups where the subject matter is identical. included in this document provide valuable information to the readers of

the financial statements. This document also 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 the Group. For full details on
Notes, Non-IFRS performance measures, and forward-looking statements
used within this document, please see the back cover.
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ompleting
the restructuring
of Barclays

Where can | find out more?

You can learn about Barclays’
strategy, our businesses and performance,
approach to governance and risk online,
where latest and archived Annual
and Strategic reports are available
to view or download.

For further information and a fuller understanding of the results and the
state of affairs of the Croup, please refer to the full Barclays PLC Annual
Report 2016 at home.barclays/annualreport
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Chairman’s letter

While much is yet to be done, business restructuring
will largely be completed in 2017...

Summary

Today the Group is smaller, safer, more
focused, less leveraged, better capitalised
and highly liquid, with the customer at the
centre of the business. The sale of Africa,
the settlement of legacy conduct matters
and the exit of Non-Core will improve this
significantly going forward.

g For further information, see home.barclays/annualreport
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2016 was pivotal for Barclays, which is engaged in one of the largest
restructurings in history.

Jes Staley has had an impressive first year. Initially, he set out a new
strategic agenda for the Croup as a leading UK and transatlantic bank,
with the customer at its heart, placing it at the forefront of our industry,
and re-embracing banking as a profession.

Under his leadership, the Core business was redefined and reorganised
in preparation for structural reform, together with plans to bring its
returns above hurdle rates. It was decided to exit Africa and accelerate
the reduction in Non-Core. The senior management team was
strengthened with key internal and external appointments, and plans
put in place to achieve successful structural reform in the UK and

the US, as well as a major medium-term initiative to embrace digital
technology, to upgrade our systems architecture, to become fully
cyber ready and improve our control effectiveness.

While much is yet to be done, including the full transfer of business

to the UK ring-fenced bank during the first half of 2018, business
restructuring will largely be completed in 2017, and subject to the future
impact of a number of legacy conduct issues, this should allow the
Group to return to a good and more stable financial performance in
2018, and possibly in the late months of 2017.

The year itself saw external surprises, including the decision by the UK
to exit the EU, a consequent decline in Sterling, as well as a new political
climate emerging in the UK and the US. We also faced regulatory
pressure to increase capital levels, and the need to improve further

our control effectiveness and corporate culture.

Notwithstanding such pressures, I'm pleased with the progress that

we have made. The Group implemented its geographic refocus around
the UK and North America, while retaining international coverage for
our clients. The business was reorganised into Barclays International
(corporate/investment banking and international consumer) and
Barclays UK (local consumer, small business, UK wealth and credit cards)
in preparation for structural reform and to leverage the core competitive
advantages of the Group. New senior management joined in Risk,
Corporate and Investment Banking and Operations and Technology, and
a new Group Executive Committee was constituted, with Jes investing
heavily in its cohesion and effectiveness.

Overall, the Group returned to bottom-line profitability in the year, with

attributable profits up £2.0bn and with basic earnings per share of 10.4p.
Capital was strengthened, and the Common Equity Tier 1 ratio improved
by 100bps to 12.4%. The Cost: Income ratio improved from 84% to 76%.

The Core business had a good year with attributable profit doubling to
£3.4bn, together with an equivalent improvement in Return on Tangible
Equity to 8:4% and basic earnings per share of 20.5p.

This was offset significantly by the £1.9bn loss (11.3p per share)
associated with the run down of Non-Core, which saw its risk weighted
assets reduce by 41% to £32bn with transactions announced in France,
Italy, Spain, Portugal and in Asia. Given this progress, we now expect the
run down of Non-Core to be completed six months earlier than planned,
at the end of the first half of 2017. This will leave an anticipated residual
£25bn of RWAs that will be re-absorbed by the Core businesses.

home.barclays/annualreport



A major decision was made to sell down our 62% shareholding in
Barclays Africa Group Ltd (BAGL) and the process began with a
reduction to just over 50%. This investment became non-viable
economically under current regulatory capital rules, and the UK bank
levy. BAGL had a reasonable year in 2016, although profits were slightly
down on 2015. Our shareholding benefitted from an improvement in
the exchange rate and an increase in its stock price.

From these statistics, we can see the merits of improving further
the Core return, the elimination of the drag from Non-Core, the
sale of Africa, and further progressing the resolution of historical
conduct matters.

It is worth stepping back to remind shareholders of the enormous
changes that are taking place at Barclays. At our peak in 2008 we had:

= £2.11trnin assets against £1.2trn today, down over 40% and declining
= shareholders’ equity was £36.6bn, and is now £58.4bn, up 60%

= balance sheet leverage (total assets to ordinary shareholders’ funds)
was a stretched 56 times, and has been reduced to 21 times

= shareholders’ capital as a percentage of risk weighted assets was
8.5% and is now almost double at 16%.

Today therefore, the Group is smaller, safer, more focused, less
leveraged, better capitalised and highly liquid, with the customer at the
centre of the business. The sale of Africa, the settlement of legacy
conduct matters and the exit of Non-Core will improve this significantly
going forward.

Despite this progress, significant challenges remain. The interest rate
and growth environment remains subdued in our core markets. Our Core
business overall is still operating below our cost of equity. In the near
term, we need to exit Non-Core and complete the sale of Africa at the
best financial outcome possible. UK and US structural reform also needs
to be implemented, with a major event involving the transfer of business
from Barclays Bank PLC to the ring-fenced bank. A number of potentially
material legacy conduct matters need to be resolved at acceptable cost.
A way forward to capture the opportunity and mitigate the risk of the
UK’s exit from the EU needs to be found, depending on the final
international agreement. Finally, we need to reach our required
regulatory capital and desired control levels. | am confident we have

the capacity to work our way through these.

Looking forward therefore, a great deal has changed at Barclays and
much will change going forward. We are a major full-service player

in the UK, have leadership in several important segments and are the
digital banking leader. We also have a major corporate, investment
banking and cards presence in the US. For example, our cards and
consumer and payments businesses there, now produce more revenues
than our equivalent UK business. We also retain a focused international
presence to serve our customers internationally and bring overseas
customers to our core markets.

home.barclays/annualreport

12.4%

Common Equity Tier 1 ratio

2016 CET1 ratio up 100bps vs 2015
(2015: 11.4%)

£58.4bn

Shareholders’ equity

2016 shareholders’ equity up 7% vs 2015
(2015: £54.5bn)

This foundation gives us a new beginning and subject to the resolution
of legacy conduct matters and the satisfactory execution of the
near-term agenda. | genuinely believe we can see the light at the end of
the tunnel. Restructuring will largely be completed in 2017, and subject
to legacy matters, this should allow the Group to return to a good and
more stable financial performance in 2018, and possibly in the late
months of 2017. This augurs well for completion of the turnaround

at Barclays, for future value creation, and at the appropriate time,

a reconsideration of the dividend.

I would like to take this opportunity to thank our Board for their
contribution to our company. | am also grateful for the enormous
progress made by our senior management team, and thank our staff
across the organisation for coming every day to serve our customers,
without whom we would not have an enterprise. Finally, | would pay
respect to our shareholders for their ongoing patience and support.

John McFarlane
Chairman
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Chief Executive’s review

...positioning ourselves for growth while delivering
a positive impact on society.

Summary

We will stay wedded to a fundamental
principle of finance: earn and maintain the
trust of your customers and clients. Just as
327 years ago when we were founded,
Barclays will be known for the way in which
we do business, the integrity with which we
operate, having a positive impact on society,
and delivering shareholder value.

g For further information, see home.barclays/annualreport
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A year ago we laid out our intention to accelerate the restructuring

of Barclays and refocus our business as a transatlantic, consumer,
corporate and investment bank, anchored in the two financial capitals
of the world, London and New York.

| am pleased to report that the strategic actions we have undertaken
in 2016 have allowed us to make strong progress against this agenda,
including: reorganising our business into Barclays UK and Barclays
International; renewing our commitment to operate a leading global
corporate and investment bank; reducing our stake in Barclays Africa,
over time, to a non-consolidated level; and accelerating the run down
of our Non-Core assets.

Barclays UK and Barclays International are doing well, our Corporate

and Investment Bank has solidified its position in the bulge bracket, our
Non-Core run-down is ahead of schedule, and we expect to close that
unit in the middle of 2017. We are also on track to complete the planned
sell-down of our Barclays Africa stake to a non-consolidated level in due
course. Certain legacy conduct issues remain and we intend to make
further progress on them.

In short, we have accomplished a lot in a year, and | am thankful

to each and every one of our colleagues who have made this possible.
Their efforts mean that, in 2017, we can begin to move on from the
restructuring of Barclays, shifting our focus solely to the future, and

in particular to how we can generate attractive, sustainable, and
distributable, returns for you, our shareholders.

This means increasing management focus on Barclays UK and Barclays
International, the future of your firm. Together, they encompass a
diverse set of market-leading consumer and wholesale businesses.

From retail and business banking operations and our merchant acquiring
business in the UK; to our corporate and investment banking and cards
businesses in the US. Barclays UK and Barclays International are
diversified by product, by customer and client, by currency and by
geography. We deliver everything from institutional advisory to
international cards and payments; from equity capital markets to
corporate lending; from macro markets execution to mortgages.

e6 We have accomplished a lot in a year, and

| am thankful to each and every one of our
colleagues who have made this possible.
Their efforts mean that, in 2017, we can begin
to move on from the restructuring of Barclays,
shifting our focus solely to the future, and in
particular to how we can generate attractive,
sustainable, and distributable, returns for you,
our shareholders. 99

It is worth noting that just over half of our income in 2016 was from
our consumer businesses, and just under half from our wholesale
businesses. This balance between the two is a huge strength for
Barclays, giving us opportunities for growth across a wide waterfront,
and resilience in earnings if one side of the mix comes under pressure.

| firmly believe that this model gives us the capacity to generate strong
sustainable returns for you, our shareholders, through any cycle, especially

with the reinvestment capacity we expect to generate through cost
savings from the single core operational foundation that we are building.

home.barclays/annualreport
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Barclays UK

For further information, see pages 26 to 27

Barclays International

For further information, see pages 32 to 33

Personal Banking

For further information, see page 28
\
Barclaycard Consumer UK

For further information, see page 29
\
Wealth, Entrepreneurs and Business Banking

For further information, see page 30

Operational and technological strength is going to be a key competitive
advantage for any global bank in the future. And so our intent is to build
Barclays on a foundation of world class core operations and technology.
This will strengthen our core processes, provide our businesses with the
ability to use data in new and innovative ways, allowing us to fundamentally
rethink the way we run Barclays, and how we serve our customers and
clients. Upon this foundation, we can generate efficiency from scale
while at the same time ensuring that we deliver world-class customer
experience which is key to driving loyalty and long-term growth.

As we complete the restructuring of our bank we will stay wedded to

a fundamental principle of finance: earn and maintain the trust of your
customers and clients. Just as 327 years ago when we were founded,
Barclays will be known for the way in which we do business, the integrity
with which we operate, having a positive impact on society, and
delivering shareholder value.

We will do that through providing great service, as well as playing our
full part in the communities in which we live and work. | am very proud
in particular of how, following the EU referendum last June, Barclays
continued to be a constructive partner to our customers and clients, and
to the Government, as we dealt with the initial impact of that decision.

We stayed truly ‘open for business’ throughout 2016, lending £3.6bn
to small and medium-sized businesses in the UK. We wrote nearly
£19bn of mortgages to almost 90,000 households across the country,
including to over 18,000 first-time buyers. We processed some £260bn
of payments for consumers and businesses in the UK, with £1 in every
3 spent on cards going through our systems. We enhanced our
customers’ experiences, by introducing market-leading innovations

like voice security, contactless cash, a new direct investing platform,
and our ‘collect’” cash management service for businesses.

home.barclays/annualreport

Corporate and Investment Bank

For further information, see page 34
\
Consumer, Cards and Payments

For further information, see page 35

Non-Core and Africa

For further information, see page 36

I was particularly proud when we became the first major UK bank to
run TV advertising on how people can protect themselves from fraud.
We also helped to up-skill 1.7 million people through a range of
regional partnerships and our LifeSkills programme. More than 43,000
colleagues also contributed 212,000 hours of time volunteering for a
range of charities and causes.

Our people, and their commitment to Barclays’ customers and clients,
are the reason why | have such confidence in our capacity to realise
our potential as a company. Regardless of role or location, seniority

or business unit, | am continually amazed by the talent that we have
within Barclays and the dedication people show to this institution.
That dedication is one of the company’s strongest assets, and it is
because of it that bright years lie ahead for our bank. | look forward

to discussing this future with you when we meet at our ACM.

=

O-—-—-..

James E. Staley
Croup Chief Executive
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Operating environment

Our decision making considers developments

in the external environment...

Summary

As a consumer, corporate and investment
bank with operations around the world,
Barclays is impacted by a wide range of
macroeconomic, political, regulatory and
accounting, technological, social and
environmental developments. We continue
to live in a period of significant change
and uncertainty, which requires us to be
vigilant in our review and assessment of
the operating environment and as nimble
as possible in the delivery of our strategy.

06 + Barclays Bank PLC Annual Report 2016

Global economic growth has been modest in recent years and 2016
was characterised by ongoing uncertainty with periods of volatility in
global markets and a continuation of the low interest rate environment.
A low growth, low interest rate environment makes income growth
more challenging.

We experienced significant developments in the global political
environment in 2016, including the UK’s vote to leave the EU in June
and the presidential election in the US in November. Significant policy
uncertainty remains around the implications of these events and
there is further potential political change in 2017 with several major
European countries holding elections. We remain alert to the risks,
including those posed by policy-induced disruptions of global trade
and investment, as well as the impact of current and potential
geopolitical tensions. However, we do not see these events impacting
the broad direction of our strategy set out in March 2016 to be

a leading transatlantic bank with global reach.

Over recent years a significant objective of change in financial regulation
has been to create a stronger banking environment through enhancing
capital, liquidity and funding in the sector. A sounder banking environment
has been further supported by an increased focus on stress testing,
with the UK regulatory authorities completing their third comprehensive
stress-testing of the sector in November 2016. A key element of the
regulatory agenda, known as Structural Reform, requires banks to
‘ring-fence’ certain activities and these requirements, particularly in

the UK and US, were reflected in our strategy update in March 2016.
The implementation of these changes requires significant focus and

we continue to execute our approach in accordance with regulatory
timelines. An additional consideration relates to future accounting
changes, specifically the introduction of IFRS9 in 2018 which will see
significant change in the accounting for impairment.

Regulatory scrutiny around conduct remains in sharp focus and we
continue to embed a conduct-focused culture across the organisation,
through the delivery of our strategy, in order to drive positive outcomes
for all our stakeholders. We are also working to put legacy conduct
issues behind us and the FCA's proposed deadline of the end of June
2019 for PPI complaints, although not yet confirmed, is a significant
development.

Technological change continues at pace, significantly impacting customer
expectations and leading to the ongoing review of established banking
operating models and systems.

o6 One of the key benefits of digitisation

and the growth in mobile banking has been
improved customer and client experiences

as transactions and interactions become
faster and more convenient. 99

However, the rapid speed of innovation also presents challenges.

We have seen agile, digital players entering the market while new avenues
for increasingly sophisticated fraudulent and criminal activity have been
created. We continue to develop new technology and invest in digital
and mobile capabilities to improve and differentiate our offering, while

remaining constantly vigilant to, and investing in, fraud prevention,
cyber risk, IT security and the appropriate management of data.

home.barclays/annualreport



The Blockchain revolution in trade finance

Barclays and innovative start-up company Wave became the first
to execute a global trade transaction using blockchain technology.

The new blockchain based system developed by Wave, a company
which went through the Barclays Accelerator programme in New
York, uses distributed ledger technology to ensure that all parties
can see, transfer title and transmit shipping documents and other
original trade documentation through a secure decentralised
network. The new system could therefore speed up trade transactions,
reduce costs for companies around the world and reduce the risk

of documentary fraud.

The letter of credit transaction between Ornua (formerly the Irish
~ Dairy Board) and Seychelles Trading Company was the first to have
. trade documentation handled on the new Wave platform.

For further information, see newsroom.barclays.co.uk/r/3396/
barclays_and_wave_complete_world_first_blockchain_trade

During 2016 there has been activity to further the financial sector’s
understanding of the potential financial, operational and strategic
implications of climate change. In addition, there has been an increase
in the level of interest in companies’ responses to climate change,
largely driven by the ratification of the UN Climate Change Conference
requirements and publication of draft recommendations by the
Financial Stability Board's Taskforce on Climate-related Financial
Disclosures for annual reports.

opportunities and risks. Without active risk management to

address these external factors our long-term goals could be
adversely impacted. Our approach to risk management and material
existing and emerging risks to the Group’s future performance are
outlined in the Risk Review section on page 54.

E Developments in the external environment present both
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Our business model

...we create value for our stakeholders and deliver
broader economic benefits to society...

Summary

Barclays PLC Group operates via two
clearly defined divisions — Barclays UK and
Barclays International — with a diversified
business model that we believe helps to
enhance our resilience to changes in the
external environment.

For further information on our divisions see:

Barclays UK — pages 26 to 31
Barclays International — pages 32 to 35

We draw on the following to We aim to provide superior services to
support our activities and deliver help customers and clients create, grow
value to our stakeholders: and protect wealth in a sustainable way

= the strength and reputation of our brand — Barclays’ customers and clients include:
serving customers and clients for over 325 years individuals, small and medium-sized businesses, corporates,

a strong, well-funded and diversified balance sheet financial institutions and banks, and institutions and governments
customer and client relationships We offer:

our geographic focus: firmly anchored in the two financial = a safe place to save, invest and manage cash and payments
centres of London and New York, with global reach :

= funding for purchases and growth
a track record of successfully innovating for customers . o
and clients = management of business and financial risks
the skills and expertise of our people and the shared values | nangal s BUsEs SLg e
which inform the way we work and how we act.
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We aim to deliver broad value from
the way we do business, including:

We support our stakeholders via a
commercially successful business that

generates long-term sustainable returns

Our services generate income via net interest income and
non-interest income, including fees and commissions as well as
trading and investment income through our wholesale activities.

We are a large financial institution and provide diversification
by business line, geography and customer; supported by a
conservative risk profile. We believe this diversification and
prudence enhances our resilience.

home.barclays/annualreport

superior service to enable customers and clients
to achieve their ambitions

challenging and fulfilling careers for our people in

a values-driven organisation

long-term sustainable returns for our investors

we work together with regulators to help reduce risk

in the industry and provide a more sustainable
banking landscape over the long term

employment and growth in the economies in which we operate

engagement with governments and society to address
societal issues and needs.
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Our strategy

...where success for us is to be a leading,

diversified, transatlantic bank.

Summary

Our goal is to become the bank of choice
by providing superior services to customers
and clients and supporting our stakeholders
via a commercially successful business that
generates long-term sustainable returns.

;-
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The strategy of Barclays PLC Group is to build on our strength as a
transatlantic consumer, corporate and investment bank, anchored in
our two homes markets of the UK and US, with global reach. Our two
clearly defined divisions, Barclays UK and Barclays International, provide
diversification by business line, geography and customer, enhancing
financial resilience and helping to contribute to the delivery of consistent
returns through the business cycle. We have a strong core business
with exciting prospects, well positioned to deliver long-term value for
our shareholders.

Consistent with the objective of delivering long-term sustainable value
for all our stakeholders, we have developed our Shared Growth Ambition
—our approach to citizenship and the sustainability of the business
model we operate. The aim is to make decisions and do business that
provides our clients and customers, and the communities which we
serve, with access to a prosperous future.

The delivery of our strategy is underpinned by the energy, commitment
and passion of our people, and we are clear on our common purpose:
to help people achieve their ambitions, in the right way. Our shared
values inform the way we work and how we act, guiding the choices
we make every day.

Building the Barclays of the future

In March 2016 we announced the following actions to materially progress
our restructuring and lay the foundations for increased stability and
improved performance:

= the creation of two clearly defined divisions, Barclays UK and Barclays
International, consistent with the regulatory requirements of
ring-fencing in the UK

= the sell-down of our 62.3% stake in Barclays Africa Group Limited
(BAGL) to a non-controlling, regulatory deconsolidated, position

= a one-time increase to Barclays Non-Core, with a plan to accelerate
the run down.

The priorities that emerged from our March 2016 announcement
can be broadly summarised as:

= simplifying our core business
= accelerating the run down of our Non-Core operations

= continuing to address our remaining legacy conduct issues and
improving our control environment.

Simplifying our core business

Our two divisions represent a balanced business mix that we believe
helps to enhance our resilience to developments in the external
environment, while remaining focused on helping our customers
and clients achieve their ambitions.

Barclays UK is our UK consumer and business bank differentiated by scale
and proven digital capability. Barclays UK will become the ring-fenced
bank for the UK during 2018, providing transactional, lending and
investment products and services to over 24 million Personal, Wealth
and Business Banking customers and clients. For further information

on Barclays UK’s performance, please see page 26.

home.barclays/annualreport



Non-Core run-down

In 2016, Barclays completed the sale of its Retail Banking, Wealth and
Investment Management and part of its Corporate Banking business

in Portugal which serves small and medium-sized enterprises to
Bankinter S.A. Barclays also completed the sale of its insurance business
in Portugal to Bankinter Seguros de Vida S.A. Seguros y Reaseguros,
which operates an insurance joint-venture with Mapfre S.A.

Completion of this transaction was further progress towards
completing the restructuring of Barclays, resulting in a further
decrease in risk weighted assets of £1.8bn. The sale is also
expected to reduce Group annualised costs by c.£70m.

For further information, see newsroom.barclays.com/
r/3331/accelerated_rundown_of_barclays_non_core_
continues_sale

Barclays International is our diversified transatlantic wholesale and
consumer bank which will be housed within Barclays Bank PLC, the
future non-ring-fenced bank. We seek to compete in markets where
we have the competitive advantage and provide best-in-class service
to our clients and customers. On 1 July 2016 our US Intermediate
Holding Company (IHC) became operational, as part of Barclays
International. For further information on Barclays International’s
performance, please see page 32.

Our objective is to maintain solid investment grade ratings for our
rated entities.

Barclays UK and Barclays International will be supported by a Group
Service Company, a subsidiary which houses the majority of Barclays’
Group Functions and the Chief Operating Office, which includes
Operations and Technology.

Further details on the structure of the Group under Structural Reform
can be found in the Supervision and Regulation section on page 155.

We are also reducing our stake in Barclays Africa Group Limited to a
non-controlling, regulatory deconsolidated position, subject to required
approvals. Having completed the first sell-down, to 50.1%, in 2016, we
expect to continue to reduce our ownership and will execute this change
in our investment responsibly.

home.barclays/annualreport

Accelerating the run down of our Non-Core operations

Our Non-Core businesses act as a significant drag on Group profitability
and exiting these businesses will enable us to focus on a simplified
Croup, centred on our key areas of strength. Over the year we have
continued to run down our Non-Core business, reducing risk weighted
assets and strengthening our Common Equity Tier 1 ratio in the process.

are fully committed to the early closure of Non-Core in June 2017.
For further details please refer to the Non-Core Performance
Review on page 36.

E We have made strong progress in executing our strategy and

Continuing to address remaining legacy conduct issues and
improving our control environment

We are working hard to resolve our remaining legacy conduct matters
as soon as is practical, while improving our control environment.

We aspire to be one of the world’s most respected and well-regarded
banks. We put our customers and clients at the heart of everything
we do and seek to strengthen trust in the profession of banking, using
transparency and integrity to engender the trust of our customers,
clients and wider society.

oo,
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Our strategy

Unreasonable Impact

Barclays and Unreasonable Group have partnered to launch
Unreasonable Impact, the world’s first international network of
accelerators focused on scaling up entrepreneurial solutions that
will help employ thousands worldwide while solving some of our
most pressing societal challenges. The programme supports the
scale of growth-stage ventures by providing entrepreneurs with
the resources, mentorship, and global network of support that
they need to rapidly create jobs in high impact sectors such as
clean energy, waste management and sustainable agriculture.

For further information, see
unreasonableimpact.com
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Risk management

We balance risk against opportunity...

Summary

Risk management at Barclays is directed
and overseen by the independent Risk
Management function. The function’s
primary roles are to define the level of risk
taking for the Group in normal and stressed
economic conditions and to oversee that
business activities are undertaken to be
consistent with these levels.

g For further information, see home.barclays/annualreport
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The Risk Management function is accountable to the CEO and the

Risk Committee of the Board. In 2016, Barclays’ financial condition and
our results were subject to various external developments, including
market volatility related to the UK’s vote to leave the EU in June, as well
as reflationary expectations related to the US elections in November.

In 2017, we will continue to monitor the external environment, including:
macro-economic risks in the UK and Europe, heightened risk of global
reflation and the possible end of central bank quantitative easing,

as well as ongoing regulatory developments.

Barclays engages in activities which entail risk taking, every day,
throughout its business. The firm is vulnerable to credit losses in its
lending and banking transactions. It experiences gains and losses

from market risk in its traded positions. It is subject to treasury risk
(including liquidity, leverage and capital gains or losses) in its financial
management. Many important activities are managed and controlled
through models, which introduce risk in themselves. Across its business,
the firm is subject to operational risks, including from fraud, and process
or technology failure. Our reputation is important when it comes to
trust in the firm’s integrity and competence. In addition Barclays may,

in its activities, create conduct risk in relation to its customers, clients
and the markets in which it operates. Lastly, Barclays faces the risk of
being penalised for not meeting its legal obligations.

The firm sets a risk appetite based on current and anticipated exposures,
and views on the evolution of markets and the economy in normal and
stressed conditions. In effect, the risk appetite is designed to measure
the amount of market volatility and stress the firm can withstand, while
still meeting its financial goals and regulatory requirements. This enables
the Risk function to set, monitor and enforce appropriate risk limits.

The overall governance of Risk is defined in an Enterprise Risk
Management Framework (ERMF), which describes how Barclays
identifies and manages risk. The framework defines the Principal Risks to
which the firm is subject to (see table overleaf). Model risk, reputation
risk and legal risk are newly classified as Principal Risks in the latest
version of the ERMEF, reflecting the heightened importance of these risk
types in the current environment. Other risks may also arise from time to
time, for example, the firm is also subject to political and regulatory risks.
While these risks are not considered Principal Risks, they are also subject
to the principles set out in the ERMF and overseen by Risk Management.

o6 The firm sets a risk appetite based on current
and anticipated exposures, and views on the
evolution of markets and the economy

in normal and stressed conditions. 99

All colleagues have a specific responsibility for risk management under
a Three Lines of Defence model. The First Line includes customer and
client-facing colleagues and supporting functions. The role of the first
line is to identify and manage risks. The Risk and Compliance functions
form the Second Line. They set and monitor compliance with the rules
and limits needed to stay within risk appetite. Finally, Internal Audit is
the Third Line, who provide assurance to the Board on the effectiveness
of risk management. The ERMF also sets out Risk governance principles
and committee structures. The ERMF is approved by the Board.
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Risk management

Principal Risks are overseen by a dedicated Second Line function?

Risks are classified into Principal Risks, as below

How risks are incurred/managed

Credit The risk of loss to the firm from the failure of clients, We incur credit risk when we lend money, e.g. to individual
Risk customers or counterparties, including sovereigns, customers (including mortgages, credit cards and personal
to fully honour their obligations to the firm, including loans), small and medium-sized businesses, loans to large
the whole and timely payment of principal, interest, companies; and from derivatives contracts.
collateral and other receivables.
Market The risk of loss arising from potential adverse changes in We incur market risk via trading activities with clients and
Risk the value of the firm’s assets and liabilities from fluctuation via the liquid assets Barclays holds to ensure we can meet
in market variables including, but not limited to, interest rates, ~ our short-term obligations.
foreign exchange, equity prices, commodity prices, credit
spreads, implied volatilities and asset correlations.
Treasury Liquidity Risk: We can incur liquidity risk in the event of severe financial market
and Capital  The risk that the firm is unable to meet its contractual disruptions or Barclays idiosyncratic events that impede the
Risk or contingent obligations or that it does not have the bank’s ability to secure funding.
appropriate amount, tenor EINE GO £ i Uing Capital risk is mainly due to large unexpected losses, which can
and liquidity to support its assets. : - :
arise, e.g., from economic or market events or fines. Changes in
Capital Risk: regulations can also affect the assessment of capital adequacy.
The risk that the firm has an insufficient level or composition . '
. : : o Interest rate risk arises because assets, such as loans to
of capital to support its normal business activities and to meet S : )
) - : ) customers, and liabilities, such as deposits, carry different
its regulatory capital requirements under normal operating ) hen interest rate ch ffact
environments or stressed conditions (both actual and as IS S, LesTes & oceur when Interest rate changes afiec
defined for internal planning of regulatory testing purposes). the performan_ce of assets and |IabI|ItI§S q!fferently. Interest rates
o ‘P 9 9 v 9 purp have different impacts on assets and liabilities due to contractual
This includes the risk from the firm’s pension plans. di P o
ifferences, e.g. fixed vs floating interest rate profiles.
Interest Rate Risk in the Banking Book:
The risk that the firm is exposed to capital or income volatility
because of a mismatch between the interest rate exposures
of its (non-traded) assets and liabilities.
Operational The risk of loss to the firm from inadequate or failed Operational risks are inherent in the firm’s activities, and
Risk processes or systems, human factors or due to external can rise, e.g. from fraud, process or technology failures.
events (e.g. fraud) where the root cause is not due to
credit or market risks.
Model The risk of the potential adverse consequences from financial ~ Model risk is incurred through model misuse and poorly
Risk assessments or decisions based on incorrect or misused designed/implemented models.
model outputs and reports.
Reputation  The risk that an action, transaction, investment or event will Reputation risk is managed by maintaining a positive and
Risk reduce trust in the firm’s integrity and competence by clients,  dynamic culture within Barclays, ensuring that we act with
counterparties, investors, regulators, employees or the public. integrity, enabling strong and trusted relationships to be built
with customers and clients, colleagues and broader society.
Conduct The risk of detriment to customers, clients, market All colleagues are responsible for the management and
Risk integrity, competition or Barclays from the inappropriate mitigation of conduct risk. The Compliance function sets
supply of financial services, including instances of wilful the minimum standards that are required to ensure this risk
or negligent misconduct. is managed and provide oversight to ensure these risks are
effectively managed and escalated where appropriate.
Legal The risk of loss or imposition of penalties, damages or fines The Group conducts diverse activities in a highly regulated
Risk from the failure of the firm to meet its legal obligations global market and therefore is exposed to the risk of fines
including regulatory or contractual requirements. and other sanctions relating to the conduct of its business.
The Croup General Counsel and the Legal function support
colleagues to mitigate legal risk.
Note

a Legal risk is overseen by the Group General Counsel and the Legal function, which are not part of the Three Lines of Defence
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In 2016, markets experienced three distinct phases of volatility. At the
start of the year, fears of a slowdown in China led to a sharp decline in
global interest rates and equity markets. Mid-year, closer to home, the
UK’s vote to leave the EU led not just to volatility in financial markets
but also drove a steep decline in Sterling to levels not seen in 30 years.
Moreover, the referendum has sparked fears, which still persist, of
resultant real weakness in the UK economy. Toward the end of the year,
US election results buoyed international equity markets, and sparked
rate rises on the anticipation of global reflation. The firm has aimed to
prudently manage its exposures to financial markets over the last year,
consistent with our risk appetite and engagement in global financial
markets. The results of the UK referendum and the US elections will
likely be felt over 2017 and beyond, and require continued care in
managing the firm’s exposures, not just in financial markets but in credit
portfolios. In addition to financial risk, the firm continues to monitor its
risk processes and operational risks closely.

Focus areas in 2016 have included credit risk, with a management
review of the UK and US cards portfolio impairment modelling leading
to process enhancements, and operational risk focus areas including
technology and information security. The number of well-publicised
instances of cyber-attacks and related fraud has been increasing in both
scope and size, placing a greater need to increase protection. Barclays
also continues to pay careful attention to the management of conduct
and reputational risks (please see pages 79 and 89).

o6 All colleagues have a specific responsibility
for risk management under a Three Lines of
Defence model. 9

The firm continues to respond to evolving regulatory requirements,
including in relation to IFRS9, stress testing, UK Structural Reform,

and the institution of the Intermediate Holding Company (IHC) in the
US. These changes require considerable risk management effort and
monitoring (please see material existing and emerging risks outlined in
the Risk Review section on page 54). In particular, IFRS9 implementation
is expected to result in higher impairment loss allowances that are
recognised earlier, on a more forward-looking basis and on a broader
scope of financial instruments. Finally, in 2016, the firm commenced the
re-organisation of the risk management function by legal entity. This is
being done in compliance with the requirements of Structural Reform
and to support the IHC.

In summary, the scale, complexity and requirements of Risk
Management have been steadily increasing since the financial crisis of
2008-2009, and will continue to do so. At the same time, the market
and economic environment are showing greater signs of flux, after a
relatively long period of improving credit conditions and quiescent
volatility. The combination of these factors will likely pose important
challenges for Risk Management in 2017.

C.S. Venkatakrishnan
Chief Risk Officer
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Our key performance indicators

... and positive outcomes for our stakeholders
are integral to our long-term strategic success.

Summary

In 2013, we introduced a Balanced Scorecard
to allow delivery of our strategy to be measured
over a five-year time horizon. As we are now
approaching the end of this period, we believe
that a revised approach to measuring financial
and non-financial performance, aligned to the
strategic update announced on 1 March 2016,
is more appropriate.

We comment in this section on our performance
against the Balanced Scorecard in 2016, and
introduce the revised performance measurement
framework that we will use going forward to
assess progress against our strategy.

Barclays PLC and Barclays Bank PLC strategies remain aligned in 2017.
In order to prepare for UK ring-fencing requirements the Group has
begun re-organising the legal entity structure into the two clearly
defined divisions of Barclays UK and Barclays International supported

by the Group Service Company. In 2018, a newly created entity, the
ring-fenced bank will consist of the Barclays UK division and Barclays
Bank PLC will consist of the Barclays International division. The Group
Service Company, Barclays Services Limited will provide services to both
these entities. For an overview of the changes, resulting group structure
and timeline please refer to page 155.

In 2016, the Balanced Scorecard was used by the organisation as part
of its performance management framework, to assess our performance
against nine specific metrics that were designed to allow progress
against our strategy to be measured. These metrics were aligned to five
categories: Company, Customer and Client, Colleague, Citizenship and
Conduct. In revising our approach to performance measurement going
forward, we have kept elements of the Balanced Scorecard consistent,
such as the objective of delivering positive outcomes for all our
stakeholders and many of the metrics, but broadened the scope of the
evaluation to produce a more detailed and informed reflection of how
we are delivering against our strategic objectives.

Overall in 2016, the majority of these Balanced Scorecard metrics
remained broadly stable, with the exception of our CET1 ratio and

the percentage of women in senior leadership, both of which improved.
Below you will find a summary of our performance in 2016 against the
each of the Balanced Scorecard categories.

Delivery of 2016 Barclays PLC Group performance against our Balanced Scorecard

Primary metrics 2014 Actual 2015 Actual 2016 2018 Target
Company? Return on Tangible Equity  Excluding notable items® 5.9% 5.8% 4.4% N/A
Including notable items (0.3%) (0.7%) 3.6%
Cost: Income ratio® Excluding notable items® 70% 69% 72% N/A
Including notable items 81% 81% 74%
Common Equity Tier 1 ratio 10.3% 1 .4% 12.4% N/A
Customer  Net Promoter Score (NPS) 4th 4th 4th 1st
and Client  Cjient Franchise Rank (CFR) 5th 5th 5th  Top three
Colleague  Sustained engagement of colleagues score 72% 75% 75% 87-91%
% of women in senior leadership 22% 23% 24% 26%
Citizenship  Citizenship Plan — /1 10/ 8/10 Plan targets
@ initiatives on track or ahead of plan
Conduct Reputation 5.3/10 54/10 5.4/10 6.5/10

(YouCov survey)

@ Conduct

Notes

a New Company targets were introduced on 1 March 2016. The Adjusted Return on Equity metric was replaced with Return on Tangible Equity and the Cost: Income ratio was introduced
b Notable items comprise provisions for UK customer redress of £1bn (2015:2.8bn), a £615m (2015: £nil) gain on disposal of Barclays’ share of Visa Europe Limited, and an own credit loss

of £35m (2015: gain of £430m)

¢ Cost: Income ratio for the Balanced Scorecard expressed as total operating expenses of the Group, including Africa, divided by the total income of these businesses

(both excluding notable items)
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Company: our financial metrics were revised within the Balanced
Scorecard at the beginning of 2016 when we announced our intention
to simplify our financial targets for Barclays PLC Group to focus on three
key metrics. We aligned our focus to Return on Tangible Equity, from
Return on Equity, taking on board the feedback from our stakeholders
and aligning ourselves to how many of our peers report their returns.
We are also committed to the continued management of our cost base,
as a proportion of income, and incorporated Cost: Income ratio as a
new metric. Finally, we continue to focus on our CET1 ratio, by driving
the capital strength and resilience of Barclays and ensuring a safer bank
for all of our stakeholders. Further detail on how we performed against
our financial metrics under our revised performance measurement
framework can be found on page 19.

Customer and Client: despite improvements to our NPS across most
consumer businesses, our ranking of 4th relative to our peer group
remained the same, as improvements continued across the industry.
We focused on making further enhancements to customer journeys
and strengthening the level of engagement we have with customers,
while continuing to offer innovative products and services that meet
their needs. We were pleased that our Client Franchise Rank remained
flat on 2015, demonstrating the strength of our banking and markets
franchises in our home markets of the UK and US, despite the execution
of our strategic realignment announced on 1 March 2016. Further detail
on how we delivered positive outcomes for Customers and Clients
under our revised performance measurement framework can be found
on page 20.

e We remain resolutely focused on creating
an environment in which our colleagues feel
enabled to fulfil their potential. 9°

Colleague: we saw an improvement in the gender diversity of our
leadership, with initiatives to promote diversity proving successful.

Our colleague engagement remained constant despite some significant
organisational change. We remain resolutely focused on creating an

environment in which our colleagues feel enabled to fulfil their potential.

Further detail on how we delivered positive outcomes for Colleagues
under our revised performance measurement framework can be found
on page 22.

home.barclays/annualreport

Citizenship: previously, performance was measured against 11 metrics
embedded in the 2015 Citizenship Plan, which has now been completed.
In June 2016, Barclays launched the Shared Growth Ambition and we
have developed new metrics as part of the evolution of our performance
measurement framework. 2076 is a transition year in moving to our new
approach, with distinct performance frameworks for Barclays Group
(excluding Africa) and Barclays Africa.

For Barclays Group (excluding Africa), performance was assessed
against six initiatives: three reflecting the new Shared Growth Ambition
focus areas of ‘access to financing’, ‘access to financial and digital
empowerment’ and ‘access to employment’; and three initiatives that
are consistent with the previous Citizenship Plan, namely ‘Barclays Way
training’, ‘carbon emissions reduction” and ‘payment of our suppliers on
time’. We exceeded our objectives on all six of these initiatives in 2016
(see page 23 for more detail).

Barclays Africa has a Citizenship strategy that is closely aligned, but
focused on four regionally specific objectives. In 2016, Barclays Africa
delivered strong performance on ‘investment in education” and ‘SME
financing’, both of which were on track for 2016. However, performance
on two initiatives in Africa was off-track due to external challenges
which impacted the delivery of ‘planned employability’ and “financial
inclusion interventions’, and resulted in an overall Group score of 8/10
for Citizenship on the Balanced Scorecard.

Conduct: our Conduct Reputation measure was flat on 2015, at 5.4/10,
as stakeholder audience perceptions weakened slightly across the
components of the Conduct measure, with the exception of ‘Has high
quality products and services’. While below our expectations, overall
performance on the Conduct reputation measure remains stronger than
two of the three prior years and reflects our ongoing commitment to
promoting a positive conduct and values-based culture. In 2016, the
Group continued to incur significant costs in relation to litigation and
conduct matters and resolution of these matters remains a necessary
and important part of delivering the Group’s strategy, together with

an ongoing commitment to improve oversight of culture and conduct.
As we transition to our revised performance measurement framework
(see page 18 for more detail), how we behave through our conduct
and culture underpins our objective of achieving positive outcomes

for all our stakeholders and is embedded across the organisation.

Supporting the UK economy

Barclays added £8.5bn?in

economic benefit to the UK

through our employment, supply

chain and purchasing power,

which creates a positive ripple

throughout the economy. This is a

bigger benefit than the entire UK Note

pharma, IT or aviation industry. a From April 2015 to March 2016.
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Our key performance indicators

Revised performance measurement framework

Evolving our approach to measuring progress towards our strategic
goals and delivering positive outcomes for all our stakeholders.

In line with our objective of delivering a simplified bank, focused on
delivering long-term sustainable value for all our stakeholders through
the strategic actions announced on 1 March 2016, we are now evolving
our approach to performance measurement to reflect better the way

in which management monitors the performance of the Group. The
framework incorporates a balance of key financial performance metrics,
while broadening our approach to strategic non-financial measures,
and represents an evolution from the Balanced Scorecard that has
been used since 2013.

Our revised approach retains a similar focus on achieving positive
outcomes for our key stakeholders. However, rather than focusing on a
few narrowly defined targets to measure our performance, the revised
approach allows for a more holistic assessment, and provides a better

reflection of our progress towards the strategic goals of the organisation.

e6 The revised approach will support the
sustained delivery of our strategy over the
medium to long-term and will influence
executive remuneration from 2017.

Our strategic success is intrinsically linked
to the positive impact we have on all our
stakeholders and society as a whole. 99

Financial performance metrics

The financial metrics are aligned to Barclays PLC Group Financial
Targets: Group Return on Tangible Equity (RoTE) to converge with Core
RoTE; Cost: Income ratio below 60%; and CET1 ratio 150-200bps above
the minimum regulatory level, and will be reported quarterly as part of
our financial results. Achieving these three targets within a reasonable
timeframe is consistent with our aim of generating long-term
sustainable returns for the shareholders of Barclays PLC Group.

Strategic non-financial performance measures

Non-financial measures remain an important element of how we
evaluate our strategic performance, in achieving our ambition of
delivering a sustainable business for all our stakeholders. We focus on
the impact we make on our customers and clients, colleagues, and the
benefit we bring to society via our new citizenship strategy — our Shared
Growth Ambition. These measures are underpinned by how we behave
towards all our stakeholders, through our conduct and our culture.

To assess our performance, we draw on a broad range of information
sources that are aligned to our management reporting framework,
including internal management reports and external measures, ensuring
a balanced view. As our management reporting framework develops, the
sources may also evolve, but we will retain a consistent approach, with
quantitative and qualitative evaluation to provide context to the
performance assessment.

Revised Barclays PLC Group Performance Measurement Framework

Financial performance metrics
—to be delivered within a reasonable timeframe

= Croup RoTE to converge
with Core RoTE

= Croup Cost: Income
ratio below 60%

= CET1 ratio 150-200bps
above minimum regulatory level

Strategic non-financial performance measures
- delivering positive outcomes for our stakeholders

Customer and Client Colleague

Citizenship

= Building trust with our
customers and clients, such that

Promoting and maintaining:

= Making decisions and doing
business that provides our

they are happy to recommend us
to others

Successfully innovating and
developing products and services
that meet their needs

Offering suitable products and
services in an accessible way,
ensuring excellent customer and
client experience

A diverse and inclusive workforce
in which employees of all
backgrounds are treated equally
and have the opportunity to be
successful and achieve their
potential

Engaged and enabled colleagues

A positive conduct and
values-based environment

clients, customers, shareholders,
colleagues and the communities
which we serve with access to a
prosperous future, through our
Shared Growth Ambition

Proactively managing the
environmental and societal
impacts of our business

Underpinned by how we behave towards all our stakeholders through our conduct and culture
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Financial performance
metrics

Key outcomes we will look to achieve include:

Achieving Barclays PLC Group financial targets within a reasonable
timeframe, consistent with our aim of generating long-term sustainable
returns for the shareholders

How we are doing

3.6%

How we measure success
Current financial targets that we aim to achieve within a reasonable
timeframe:

= Croup Return on Tangible Equity (RoTE) to converge with Core RoTE
= Cost: Income ratio below 60%
= CET1 ratio 150-200bps above the minimum regulatory level.

How and why we are renewing our approach

On 1 March 2016, we set out three financial targets to allow
shareholders to track our progress towards our strategic objectives.
Our revised approach aligns our financial performance metrics to the
Barclays PLC Group targets, which are reported quarterly in line with
our financial results.

home.barclays/annualreport

Group Return on Tangible Equity
(2015: (0.7%))

3.4%

Core Return on Tangible Equity
(2015: 4.8%)

RoTE measures our ability to generate acceptable returns for
shareholders. It is calculated as profit after tax attributable to ordinary
shareholders, divided by average shareholders’ equity for the year,
excluding non-controlling interests and other equity instruments
adjusted for the deduction of intangible assets and goodwill.

Croup RoTE increased to 3.6% (2015: (0.7%)) predominately reflecting
the significantly lower impact of notable items in 2016, as profit before
tax increased 182% to £3,230m. Notable items totalled a net loss before
tax of £420m (2015: £3,330m) comprising provisions for UK customer
redress of £1,000m (2015: £2,772m), a £615m (2015: £nil) gain on
disposal of Barclays’ share of Visa Europe Limited and an own credit loss
of £35m (2015: gain of £430m). Excluding notable items, Group RoTE
was 4.4% (2015: 5.8%).

Core RoTE increased to 8.4% (2015: 4.8%), or 9.4% (2015: 11.2%)
excluding notable items, on an average tangible equity base that was
£4.2bn higher at £41.0bn. While we expect Group and Core RoTE to
converge over time, Group RoTE in 2016 was significantly impacted by
the loss before tax of £2,786m (2015: £2,603m) incurred by Non-Core
as its run-down was accelerated.

/6%

Cost: Income ratio
(2015: 84%)
Cost: Income ratio measures operating expenses as a percentage

of total income, and is used to gauge the efficiency and productivity
of our business.

Croup Cost: Income ratio reduced to 76% (2015: 84%) primarily as a
result of lower litigation and conduct charges, as total operating expenses
declined 12% to £16,338m. Group Cost: Income ratio, excluding notable
items, was 73% (2015: 70%), with the increase primarily driven by
negative income in Non-Core reflecting the acceleration of the run-down.
Core Cost: Income ratio, excluding notable items, was 61% (2015: 62%),
as Core income increased by 7% to £22,035m, while total operating
expenses increased by 6% to £13,507m. We are on track to achieve

our Group target of below 60% over time.
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Our key performance indicators

12.4%

Strategic non-financial performance
measures: Customer and Client

Common Equity Tier 1 (CET1) ratio
(2015: 11.4%)

The CET1 ratio is a measure of the capital strength and resilience of
Barclays. The Group's capital management objective is to maximise
shareholder value by prudently managing the level and mix of its
capital to: ensure the Group and all of its subsidiaries are appropriately
capitalised relative to their minimum regulatory and stressed capital
requirements; support the Group’s risk appetite, growth and strategic
options, while seeking to maintain a robust credit proposition for the
Group and its subsidiaries.

The ratio expresses Barclays’ capital as a percentage of risk weighted
assets (RWAs), as defined by the PRA, in the context of Capital
Requirements Directive IV (CRDIV - an EU Directive prescribing
capital adequacy and liquidity requirements), and is part of

the regulatory framework governing how banks and depository
institutions are supervised.

The Group’s CRD IV fully loaded CET1 ratio increased to 12.4%
(2015: 11.4%) due to anincrease in CET1 capital to £45.2bn
(2015: £40.7bn), driven largely by profits generated during the year.

This was partially offset by an increase in RWAs to £366bn (2015: £358bn),

driven by the appreciation of US Dollar, Euro and South African Rand
against Sterling.

We have increased our expected end-state management buffer from
a 100-150bps range to 150-200bps above the minimum regulatory
level, providing 400-450bps buffer to the Bank of England stress
test systemic reference point. On this basis we currently expect our
end-state CET1 ratio to be in a range of 12.3-12.8% and we remain
confident in our capital trajectory.

please refer to the financial statements from page 183.

E For full details of our financial performance,

% BARCLAYS
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Key outcomes we will look to achieve include:
= Building trust with our customers and clients, such that they are
happy to recommend us to others

= Successfully innovating and developing products and services that
meet their needs

= Offering suitable products and services in an accessible way,
ensuring excellent customer and client experience

How we measure success

Progress towards these outcomes is informed by a number of sources
including internal dashboards, regular management reporting materials
and external measures, ensuring a balanced review of performance.
Evaluation includes, but is not limited to:

= Net Promoter Scores (NPS)'

= Client rankings and market shares

= Complaints performance

= | ending volumes provided to customers and clients

How and why we are renewing our approach

These measures build on the previous Balanced Scorecard metrics for
Customer and Client, defined as Relationship NPS and Client Franchise
Rank. Our revised approach allows for a broader consideration of how
well we are serving our customers and clients, including our complaints
performance and the volume of lending we have provided to support
consumers and businesses, as well as examples of innovation.

Supporting SMEs
We lent to a UK SME
every four minutes?.

Note
a From April 2015 to March 2016
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How we are doing

In 2016, we focused on delivering excellent customer and client
experience, by offering innovative products and services to meet their
needs in an appropriate and accessible way, while also promoting fair,
open and transparent markets. Although our NPS increased across many
of our businesses, customer expectations also continued to increase,
meaning continual improvements to our customer journeys across our
businesses are necessary. And while the repositioning of our CIB involved
challenging strategic choices to reduce our activities in certain products
and geographies, our client rankings and market shares demonstrate
the strength of our proposition in our home markets of the UK and US.
Complaints reduction remains a priority and we have more work to do,
as can be seen from our position in the FCA complaint tables in the UK?.
This is a key focus area for management as part of our ongoing
commitment to improve our oversight of conduct.

Net Promoter Scores'

Relationship NPS (RNPS) across Barclays UK in 2016 reached a high

of +13, an increase of 6 points compared to 2015, with more customers
advocating our brands across key product categories, notably UK
current accounts and UK credit cards. The continuous improvements
we made to customer journeys through automation, digitisation and
omni-channel capabilities were reflected in an average increase of five
Transactional NPS (TNPS) points, with particularly strong scores in
Barclays Mobile Banking and Pingit. Our Barclaycard International
business also continued to have strong RNPS, driven by a clear focus
on advocacy and improvements in our products and digital experience.
Despite minor improvements to our NPS in business banking, we are
intently focused on improving customer experience in 2017 to meet
and exceed industry benchmarks. We are placing particular focus

on our TNPS for business banking telephony and complaints, which
are below expectations.

Client rankings and market shares

In Barclays International, within the Corporate and Investment Bank,
we ranked in 2016: 5th by fee share, up from 6th in 2015, across our
UK and US home markets in M&A, equity and debt capital markets
and syndicated loan transactions (Dealogic) and 4th based on 2016
Clobal Fixed Income market share (CGreenwich Associates). Among
our largest UK corporate clients, 90% considered the service they
receive from Barclays to be good, very good or excellent, broadly
stable with 2015 (Charterhouse?).

Complaints

Underlying complaint volumes in Barclays UK reduced by 11% as a result
of our ongoing focus on improving customer journeys. However, with PPI
complaints increasing by 16%, total Barclays UK complaint volumes were
up 1% year on year in 2016. Barclays International complaints increased
8%, mostly in our consumer business, driven by 6% growth in US credit
card average open accounts, although complaints per account still
remain close to an all-time low.

home.barclays/annualreport

Lending volumes

Barclays is an important provider of financial services to UK businesses
—we provided around £70bn of loans, up 6%, and just over £3.6bn to
SMEs, demonstrating our commitment to supporting growth in the UK.
We also extended or renewed mortgage facilities worth nearly £19bn,
up 8% year on year, to nearly 90,000 UK households. Building on the
success of our digital consumer loan offering to existing customers,

we recently became the first UK bank to offer instant business lending
via a mobile app. And we processed one third of all payments made in
the UK, through customer spending and our merchant acquiring network.

e6 In 2016 we focused on delivering excellent
customer and client experience, by offering
innovative products and services to meet their
needs in an appropriate and accessible way. 99

Making customers’ and clients’ lives easier

We are making our customers’ and clients’ lives much easier through
pioneering innovation. For example, Barclays will be the first UK bank

to offer a contactless mobile withdrawal service of up to £100 with the
tap of a smartphone. We also launched our new online direct investing
service (Smart Investor) and are the first high street bank to provide fully
integrated banking and investments via online banking. Barclaycard also
continued to lead in innovation, being the first of our competitors to
launch a proprietary contactless Android capability through its app.

We also offered initiatives to help high-growth businesses flourish — for
example, our Barclays Eagle labs provided innovation hubs for pioneering
businesses in bank branches around the UK (see case study on page 28).
Our UK credit cards’ Specialist Support team won the Vulnerable
Customer Support Initiative Award at the 2016 Collections and Customer
Service Awards; testament to the significant work we have done to
provide the best possible experience to customers in difficult situations.
E strategy. For further information on our customer propositions

provided via our two core divisions, Barclays UK and Barclays
International, please refer to pages 26-35.

Our customers and clients are at the heart of our purpose and

Notes

1 NPSis a ranking widely used in banking and other industries that facilitates
comprehensive benchmarking and identifies best practice. Relationship NPS is measured
at a business level, whereas Transactional NPS is measured for key customer journeys.

2 FCA reporting methodology changes were implemented for the second half of 2016,
with reporting to commence from the end of February 2017.

3 Charterhouse Research Business Banking survey, 804 interviews with businesses in the
UK turning over £25m-£1bn in 2016. Data is weighted to be representative of the UK
business market. Percentage rating for overall service of bank named as main bank.
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Our key performance indicators

Strategic non-financial performance
measures: Colleague

Key outcomes we will look to achieve include:
Promoting and maintaining:

= Adiverse and inclusive workforce in which employees of all
backgrounds are treated equally and have the opportunity
to be successful and achieve their potential

= Engaged and enabled colleagues
= A positive conduct and values-based environment

How we measure success

Progress towards these outcomes is informed by a number of sources
including internal dashboards, regular management reporting and
external measures, ensuring a balanced review of performance.
Evaluation includes, but is not limited to:

= Diversity and Inclusion statistics
= Employee sustainable engagement survey scores
= Conduct and culture measures

How and why we are renewing our approach

These measures build on the previous Balanced Scorecard Colleague
metrics, the sustainable engagement of colleagues and proportion of
women in senior leadership. Our revised approach allows for broader
consideration of the extensive initiatives at Barclays that promote a
diverse and inclusive environment where colleagues are engaged and
enabled, while maintaining a positive conduct and values-based culture.

e6¢ Although this is evidence of good
progress, we continue to strengthen
our gender pipeline and enable women
to fulfil their career aspirations. 99

Supporting our employees
We provide 2m hours of training
to our employees.
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How we are doing

In 2016, we received positive external recognition for our work towards
promoting a diverse workforce, with initiatives ongoing across each of
our diversity pillars. At the same time, engagement of our colleagues
remained stable overall, with opportunities identified to enable our
colleagues to deliver excellent performance. We also made solid progress
in embedding a positive conduct and values-based environment which
will continue to evolve into 2017 and beyond.

For further information on our People, please see page 43.

Diversity of our workforce and inclusion of our colleagues?

In 2016 we remained committed to increasing the diversity of our
workforce, with increased female representation at all levels remaining
a key focus — on our Board this remained at 31% (2020 target of 33%).
Across our senior leadership, female representation was 24% (2018
Women in Leadership goal of 26%). Following the recommendations
from the Hampton Alexander Review, from 2017, we will publish the
combined number of women on the Group Executive Committee and
their direct reports, which was 25% at the end of 2016 (2020 target of
33%). In addition, in 2016 we increased female graduate hires to 39%
from 31% in 2014.

Although this is evidence of good progress, we continue to strengthen
our gender pipeline and enable women to fulfil their career aspirations,
through activity such as: the 2016 Barclays Global Women in Leadership
summit, promoting Dynamic Working, our Encore! Returnship
Programme, our HeForShe campaign and the Barclays Women'’s
Initiatives Network.

The other pillars of our global Diversity and Inclusion strategy are:

= Disability: Barclays ‘Able to Enable’ Apprenticeship Programme
launched in 2016 along with the Business Disability Forum awarding
Barclays a score of 98%, the highest company rating in the history
of the index

= LGBT: Our Spectrum Allies programme includes over 7,000 colleagues
supporting our LGBT agenda

= Multicultural: 30% of our apprentices identify as Black, Asian and
Minority Ethnic, 19% points above the national apprenticeship average

= Multigenerational: Barclays Armed Forces Transitioning, Employment
and Resettlement (AFTER) programme with nearly 400 ex-military
hires since 2010.

External recognition from organisations such as Stonewall, The Times
Top 50 Places to Work for Women, 100% on the Human Rights
Campaign Corporate Equality Index and a Working Mother Media’s

Top Employer for Women, confirms the progress we have made. In 2017,
we will focus on our multicultural agenda through the launch of our
Embracing Us Campaign and partnerships with organisations including
the Wall Street Project and Race for Opportunity.

Note

a Under Companies Act 2006, we are also required to report on the gender breakdown
of our employees and ‘senior managers’ — a narrower scope than our Women In Senior
Leadership definition. Of our global workforce of 119,300 (60,100 male, 59,200 female),
756 were senior managers (531 male, 225 female), which include Officers of the Group,
certain direct reports of the Chief Executive, heads of major business units, certain senior
Managing Directors, and directors on the boards of undertakings of the Group, but
exclude individuals who sit as directors on the Board of the Company.

home.barclays/annualreport



Engaged and enabled colleagues

Engaged employees are critically important as they are more likely to
remain at and recommend Barclays, and deliver beyond the day to day
requirements of their role. By promoting internal mobility and career
development, we hope to not only attract talented individuals, but retain
them. In 2016 we launched our ‘Apply Within” internal mobility campaign,
increasing our rate of internal hiring to 48%, from 37% at the end of 2015
(excluding Africa).

This year our annual ‘Your View” employee opinion survey became a
quarterly pulse survey (excluding Africa) allowing for more real-time
feedback on how it feels to work at Barclays. At the end of 2016,
sustainable engagement of our colleagues remained stable at 75%.

Areas of particular strength from the survey included: ‘colleagues feeling
proud of the contribution Barclays makes to the community and society’
(88% favourable, up 3% points on 2015) and ‘employees feeling respected
regardless of their job’ (83% favourable, up 4% points on 2015).

Areas of opportunity include ‘removing the obstacles people face in
doing their jobs well’ and ‘ensuring people have the necessary tools

and resources to achieve excellent performance’ (both 52% favourable).
To address this we continue to look at ways to improve the simplicity
and efficiency of our systems, tools and resources to drive a culture

of excellence.

A positive conduct and values-based culture

Fostering the right culture at Barclays is critical to our success and
we continue to build a positive conduct and values-based culture
through initiatives aimed at strengthening the profession of banking.
The ‘Let’s talk about how’ performance management campaign,
launched this year, supports the behaviours that underpin our values
and reinforces the importance that we place on measuring and
rewarding both ‘what” our employees deliver and ‘how’ they deliver.

During 2016, we developed a culture measurement framework,
anchored in our values, to manage and measure progress in embedding
a positive conduct and values-based culture. The initial results
demonstrate that we have been particularly successful in continuing

to embed Stewardship and Integrity through focus on innovation and
citizenship and by creating an environment where colleagues ‘feel
increasingly safe to speak up’ (81% favourable, up 6% points on 2015);
and are ‘unafraid to report unethical behaviour’ (first reported outcome
86% favourable). In addition, Service and Respect remain strong with
83% of colleagues agreeing with the proposition that ‘Barclays is truly
focused on achieving good customer and client outcomes’ and 89% of
colleagues agreeing that ‘Leaders at Barclays support diversity in the
workplace’. Excellence remains our biggest opportunity for improvement
with 36% of colleagues agreeing that ‘Barclays has been successful in
eliminating obstacles to efficiency’.

home.barclays/annualreport

Strategic non-financial performance
measures: Citizenship

@

Key outcomes we will look to achieve include:

= Making decisions and doing business that provides our clients,
customers, shareholders, colleagues and the communities
which we serve with access to a prosperous future, through
our Shared Growth Ambition

Proactively managing the environmental and societal impacts
of our business

How we measure success

Progress towards these outcomes is informed by an assessment against our
Shared Growth Ambition. These are supplemented by internal dashboards
and external measures. Evaluation includes, but is not limited to:

= Delivery against our Shared Growth Ambition
= Colleague engagement in Citizenship activities
= External benchmarks and surveys

How and why we are renewing our approach

Since 2012, we have measured progress against initiatives in our
four-year Citizenship plan. In June 2016, we launched our new plan,
the Shared Growth Ambition.

e6 Our long-term aim is to create and

grow a collection of products, services

and partnerships that improve the lives of
people in the communities which we serve,
while providing the commercial return

our shareholders deserve. 99

We are moving away from setting narrow targets for our Shared Growth
Ambition, as we focus more on impact and use a broader range of
quantitative and qualitative indicators to assess performance. We will
continue to have targets for carbon emissions reduction and training on
the Barclays Way. We aim to enhance the impact of our Shared Growth
Ambition over time and may expand our assessment to include
additional measures in future years.

LifeSkills

Since 2013, 3.6m young people
have participated in the
programme, gaining real-world
experiences for a better future.
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Our key performance indicators

How we are doing

We exceeded our own objectives on all six initiatives in the first year of
our Shared Growth Ambition. Performance was ahead of plan against
our internal milestones for three initiatives around ‘access to financing’,
‘access to digital and financial empowerment’ and ‘access to
employment’. We also exceeded our 2016 targets for Barclays Way
training, carbon emissions reduction and payment of suppliers on time.

Access to financing: We continued to deliver innovative financing
solutions for areas including renewable energy, water and low carbon
technologies; social infrastructure; development institutions; and
small business financing. Barclays delivered £21.1bn in financing for
selected social and environmental segments across our business lines.
This included a range of green bond transactions for corporate,
supranational and municipal clients as well as lending facilities for
renewable energy projects. For further information, please see our
Environmental, Social, Governance (ESG) Supplement 2016 available
at home.barclays/annualreport

Access to financial and digital empowerment: Inclusive financial
systems are key to achieving economic and societal progress, but there
can be several barriers to access. We believe digital offerings can help
break down these barriers. We helped empower around 249,000 people
in 2016 through initiatives such as Barclaycard Initial for those with a
limited credit history; our Digital Eagles network, who are specially
trained Barclays employees working to provide free technology support
to customers and non-customers; and the continued development of
learning platforms such as Financial Wings and Digital Wings.

Access to employment: In the 21st century new jobs are increasingly
coming from fast-growing small businesses and entrepreneurs, which
require support to scale up. Barclays is committed to working on both
the supply and demand side — enhancing supply by helping people gain
access to skills, and facilitating demand by supporting entrepreneurs

to drive job creation. We helped upskill over 1.7 million people in 2016,
driven by a range of regional partnerships and our LifeSkills programme.
We also launched ‘Unreasonable Impact’ in partnership with Unreasonable
Group, focused on scaling ventures that solve environmental and
societal problems. The first cohorts in the UK started in September

and in the US in November 2016, with Asia launching in 2017.

Business conduct and environmental impact

The Barclays Way outlines the Purpose and Values which govern our way
of working across our business globally. It constitutes a reference point
covering all aspects of colleagues’ working relationships. 99.6% of our
colleagues completed annual training on The Barclays Way in 2016
(Target: above 97%).

We reduced carbon emissions by 15.8% against the 2015 baseline,
making good progress against our new target of 30% reduction by 2018.
We also achieved 88% on-time payment by value to our suppliers
(Target: 85%).
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Engaging our colleagues

Our people are Barclays’ greatest ambassadors, contributing time,
skills and expertise to create a positive and sustainable societal impact.
In 2016 more than 43,000 colleagues participated in a range of causes,
contributing over 212,000 hours, donating a total of almost £25m,
including Barclays matched funding.

ee We reduced carbon emissions by 15.8%
against the 2015 baseline, making good
progress against our new target of 30%
reduction by 2018. 99

Benchmarking our performance

In 2016, we improved our performance and maintained membership
of both the Dow Jones Sustainability Index series, where our score
increased by 2 percentage points to 84%, and the FTSE4Good Index
series, with an absolute score of 3.9/5, up from 3.6 in 2015.

Further detail on policies, including Barclays Group Statement
on Modern Slavery, can be found on our website at
home.barclays/citizenship

We also provide disclosures on key initiatives aligned to the Global
Reporting Initiative guidelines, in the Environmental, Social, Governance
(ESC) Supplement 2016 available at home.barclays/annualreport
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Performance review

Barclays UK

Summary

Our aim at Barclays UK is to help people move
forward. We do this by creating meaningful
relationships with our customers, offering
them relevant products and services, and

by using our leading data and analytic
capabilities to ensure suitability and delivery
of excellent customer experience.

During 2018, Barclays UK will become the
ring-fenced bank for the UK, continuing to
provide transactional, lending and investment
products and services to over 24 million
Personal, Wealth and Business Banking
customers and clients, via a separate legal entity.

Ashok Vaswani is the CEO for Barclays UK and
has spent the last seven years with Barclays in
a variety of roles following an extensive career
at Citigroup. Ashok represents Barclays as

a Non-Executive Director on the Board of
Barclays Africa Group Limited and is a member
of the Board of Directors of Telenor ASA. He
also sits on the advisory boards of a number
of institutions such as Citizens Advice, FICO,
Rutberg & Co and is Founder Director of
Lend-a-Hand, a non-profit organisation
focused on rural education in India.
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Market and environment in which the division operates

2016 was a year in which a number of significant events took place,
such as the UK’s vote to leave the EU and the presidential election
in the US — both of which impacted our customers and our
operating environment.

In addition, the UK retail banking environment is increasingly
competitive and dynamic, and is experiencing significant regulatory and
technological change. The speed of change and innovation is expected
to continue to accelerate with the introduction of new data regulations,
such as the Open Banking Standards. Unfortunately, we are also seeing
significant growth in sophisticated cyber-fraud.

Customer expectations are also increasing. Our customers want prompt
responses to their banking requirements. They want their transactions
to be accurate and efficient, yet still have that personalised support
during key moments in their lives.

Barclays UK has a tremendous opportunity to grow our business and
generate sustainable returns by building meaningful relationships with
the 24 million customers we currently do business with. By innovating
and harnessing technology we are able to provide simple and relevant
solutions for our customers and clients, build sustainable revenue flows,
structurally remove cost and achieve prudent, balanced growth within
our risk appetite.

We achieve this through:

= |everaging our data capabilities to identify when our customers need
solutions e.g. SmartBusiness, our first big data product providing
SMEs with key information, metrics and insights to help them grow
their business

= enhancing functionality on mobile and internet banking to enable
customers to undertake all their routine transactional banking quickly
and easily. Over 9.5 million of our customers are digitally active

= building the Direct Bank. We have built capabilities, such as voice
recognition and video banking, which allow us to interact with our
customers 24/7, increase capacity, and have more meaningful
interactions with our customers

= tailoring services, such as pre-selecting existing banking customers
for a Barclaycard, providing instant digital fulfilment and personalised
experience through Barclays Mobile Banking

= providing fully-integrated banking and investments with new,
sophisticated digital platforms with a range of helpful tools, planners
and information to help customers make informed decisions and take
control of their investments

= giving customers and clients market data they need to make
personalised choices across business, property, education or
investment — by using our annual Barclays UK Prosperity Map
or through our Unlock Britain campaign

= keeping our customers and clients safe with increased focus and
investment in tackling cyber-fraud.

We are also leading the digital revolution with our colleagues, working
hand in hand with our communities, and helping our customers feel
comfortable in the digital environment by introducing them to our
Digital Eagles and our Digital Wings initiatives.

Barclays UK provides diversification to the Group with our balance of
products and services in the UK banking sector. This diversification helps
protect revenue flows in the changing environment, and allows us to
remain close to our customers for all their banking needs.

Risks to the operating model

We monitor the market environment closely —in particular the effect of
low interest rates, the expected growth in credit and unsecured lending,
and adjust our financial and economic assumptions in a considered

home.barclays/annualreport



manner. As a large UK retail bank, we are cognisant of the credit risk
faced through our lending. Our conservative risk profile for lending
through products such as mortgages and credit cards, is continually
monitored to ensure our exposure is aligned to our risk appetite.

Barclays UK is the largest contributor to margin-led income for the Group.
Our focus on pricing discipline, reflected in our stable net interest margin
in recent years, and our structural hedge programme — investing in interest
rate swaps to provide a smoothing effect on interest rate step changes

— have both provided protection against adverse changes in the interest
rate environment in 2016, and will continue to do so going forward, albeit
the beneficial impact of the structural hedge will decline over time.

We are committed to ensuring continued growth of the UK business,
and are developing our product offering and services to suit customers’
needs, in their local environments. We understand the challenges posed
by significant technological change and know it is essential that we stay
relevant and provide up-to-date solutions for our customers. The pace of
development also means a changing set of risks; from data integrity to
continuity of service. We ensure our contingency systems are pressure-
tested to ensure there is no disruption to customer service. Cyber-risk

is a continuing concern, and we have invested heavily in cyber-crime
prevention, working very closely with the UK government and other
providers to create a secure digital environment.

We want to ensure we can put past conduct issues behind us, and
have continued to de-risk and simplify our product portfolio.

You can read more about changes in regulation, and risks to the
business in the Risk section and the Supervisory and Regulation
sections in the Annual Report.

Business highlights

One of our highlights of 2016 has been the creation of Barclays UK
and an even greater focus on transforming how we interact with our
customers and use data to identify opportunities to meet their needs.

In 2016, Barclays UK RoTE excluding notable items was 19.3%

(2015: 21.1%), as profit before tax decreased 5% to £2,587m driven by
an increase in credit impairment charges, partially offset by a reduction
in total operating expenses. Including notable items, reflecting provisions
for UK customer redress, RoTE was 9.6% (2015: (0.3%)). We have seen
strong deposit growth, a stable net interest margin and prudent growth
in loans and advances, focused on remortgage and lower loan-to-value
segments, and unsecured loans to existing customers.

We now have 5.7 million registered users on Barclays Mobile Banking.
On average, customers come into our mobile app 31 times a month,
an indication of deep engagement.

Barclays UK operational model

S,

Products

and services @

= Personal banking services

= Credit cards and
transactional lending

Customers
and Clients

= Individuals
= SMEs

= Investment products

and services
= Business banking solutions
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This year, we launched automated valuations for home purchases,
shaving four to five days off processing time and transforming both the
colleague and customer experience. We've also introduced Mortgage
Agreement in Principle in 338 branches, allowing a customer to obtain a
mortgage decision in less than 15 minutes. We are also offering bespoke
mortgage products for Premier customers. Overall, our mortgage
business is seeing significant sustainable growth.

We have focused on automating the end-to-end customer journey
across all parts of our business, which is resulting in improved customer
experience, reduced costs and a double-digit drop in customer
complaints. We have made it easier for business clients to open
accounts and borrow money from us with digital on-boarding, the
Solicitor Portal — a dedicated portal for managing the end-to-end
business lending journey — and pre-approved limits. Business Instant
Lending has reduced cycle times for customers requesting unsecured
loans of less than £25,000, from five days to a matter of minutes.

We have also launched an exciting new product for SMEs. SmartBusiness
is a data analytics tool that allows a business to know its monthly sales,
annual debit card transactions, year-on-year sales, or average
transaction values in a simple snapshot, using all of our debit card and
credit card data for that business. We believe providing these analytics
to small businesses will help move their business forward.

We are delivering on significant opportunities in UK Cards, both by
providing credit cards to existing current account customers, leveraging
what we have learnt in digital delivery of consumer lending, and by
extending programmes like SmartSpend and Features Store to all UK
Cards customers.

Pingit, our app where you can undertake a transaction whether or not you
are a Barclays customer, now has 3.2 million registered users. Its companion
app is our reference tool, Cloudit, which allows all correspondence with the
bank to be stored on a customer’s personal cloud.

We are the only bank in Europe to have launched video banking, rolling
it out at scale, and encrypting the process. And we’re the first bank in
the UK to introduce contactless cash —a completely new way for our
customers to withdraw cash, using contactless technology.

We have made significant changes to our business in 2016, and | am
confident that in 2017 we will continue on our path of innovation and growth.

it

Ashok Vaswani
CEO, Barclays UK

Contribution
to Group

£7.5bn Income

£1.7bn Profit before tax
9.6% RoTE

65% Cost: Income ratio

Value

creation @

= To our customers & clients —
Building meaningful
relationships to provide
relevant financial solutions

= To society — Helping
£67.5bn Risk Weighted
Assets

communities move forward
= To Barclays - Ring-fenced
UK-focused bank with
sustainable revenues and
prudent balance growth
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Performance review

Personal Banking

Summary

Personal Banking provides simple and
transparent banking products to around
16 million customers, helping them to
anticipate and fulfil their financial needs.
This can range from opening a first bank
account as a young person to managing
finances in retirement, or from everyday
insurance to buying a home.

A core element of our Personal Banking
business is to use technology to automate
transactions, enabling us to interact with
customers about what is important to them,
when and how they want.

The scale and reach of Personal Banking offers a unique opportunity to
help people move forward, with confidence, in an increasingly dynamic
and changing financial environment.

We are continuing to transform our customer experience, by building
innovative technology to make banking easier. This more efficient
technology also allows our colleagues more time to spend with
customers, all of which positions us well for the future.

Our focus is, therefore, on delivering an outstanding experience for our
customers, our colleagues and the communities in which we operate.
We believe in building relationships that show we understand individual
and collective circumstances to such a degree that we can provide a
solution that is both relevant and meaningful. We offer choice and
flexibility in how to meet the different needs of our diverse customer
base and we are proud to be the first UK bank to launch voice security
and secure video banking.

Discovering the value of connecting customers with other people
within their communities has proved to be a great success. Our branches
are providing spaces for Incubators and Barclays Accelerator projects,
for Digital Eagle sessions and also Eagle Labs — not only educating
customers on new and different technologies, but providing them

with space to meet, collaborate, network and build on ideas.

Our innovative technology is industry leading and we are award-winners
for our work on intuitive products and ways of banking that suit
customer needs. Launching such a broad combination of products,
services and convenient ways to conduct everyday banking has meant,
however, that we continue to see counter transactions decline.
Nevertheless, we have evolved our physical estate and invested in areas
such as Newcastle, with our new city centre branch, and also redesigned
our Fenchurch Street and Hanover Square branches in London, to better
suit the banking needs of the communities there. Our highly-automated
consumer lending business to existing customers is growing fast,
making Barclays the biggest digital unsecured personal lender in the UK.

Significant improvements have been made to the customer experience,
by looking at the end-to-end experience from our customers’ viewpoint.
This is an ongoing programme, but has already resulted in a double-digit
drop in customer complaints, as well as helping to lower costs and
improve control.

28 + Barclays Bank PLC Annual Report 2016

Cyber @ Eag

What'’s an Eagle Lab?

Our Eagle Labs form part our Digital Eagles initiative, opening up
under-used space in our branches and offices. The aim is to boost
the UK’s innovation, digital and ‘maker’ skills by offering support and
training on new technologies and technigues. We have opened nine
Labs so far, including Cambridge, Bournemouth and Brighton.

As well as businesses, our Labs are open to their communities.
They are developing manufacturing skills to inspire future innovators,
and giving the UK’s digital skills a much needed boost. Our Brighton
Lab helped transform the life of Rilee, aged three, who was born
with only one hand and forearm. Rilee was too young to receive

a prosthetic hand from the NHS. Over several months, our lab
technician Jon Paterson, designed and 3D-printed a prosthetic hand
and arm for Rilee. By using open source innovation and the latest
manufacturing methods, our Eagle Lab has helped Rilee in a way
that is immeasurable.

For further information, see
labs.uk.barclays

Rewarding customers’ loyalty has been a focus for 2016. Blue Rewards,
including cashback, Premier Exclusives and the launch of welcome gifts
for first-time homebuyers, are good examples of this. We wanted to
create moments that stand out for our customers, and to make their
lives easier by simplifying our processes. This supports our ambition

to build better relationships with our customers at all levels.

ee We are continuing to transform our
customer experience by building innovative
technology to make banking easier. 99

We have improved the support we offer the communities we serve,
making it easier for students and young professionals to open

an account. In addition, we are continuing our support to military
personnel to improve their access to banking.

We are creating an environment for our colleagues that inspires them
to be passionate and empathetic and that makes them feel empowered
to find solutions for our customers — in turn, helping our customers
move forward and achieve their financial ambitions

home.barclays/annualreport



Barclaycard Consumer UK

Summary

Barclaycard Consumer UK is a leading
credit card provider in the UK.

We are a responsible lender and help
consumers fund purchases by providing
credit based on their credit history, ability to
afford credit and our risk appetite. We enable
consumers to pay in the way that suits them
- by card, online, mobile or using a wearable
device, including Barclaycard Contactless
Mobile and Apple Pay.

We are customer focused and invest in
people, processes and future technologies
in order to continue to play a leading role in
the industry and help our customers move
forward every day.
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In 2016, Barclaycard celebrated its 50th anniversary, having launched
the first credit card in the UK in 1966. We have been responsible for many
firsts — from company credit cards through Chip & PIN to contactless,
mobile payments and most recently our range of wearable payment
options. As Barclays is the only major UK card issuer and payment
acceptance provider, we are in a unigue position to shape the payments
landscape, make businesses more successful and give people greater
control over their money.

In UK Cards, we offer three core credit card products. Our Barclaycard
Initial credit card is aimed at customers who are looking for a first credit
card, or have a limited credit history, and helps them to build a credit
profile. Our Barclaycard Platinum card offers promotional savings on
balance transfers and purchases for borrowers with good credit history.
Alternatively, shoppers can earn reward points everywhere they shop
with our Barclaycard Freedom Rewards credit card. All our products are
underpinned by terms and conditions that have received the Plain
English Crystal Mark.

Every Barclaycard comes with additional features and benefits, including
ways to manage accounts online and on the go with the Barclaycard
App. We offer free Experian Credit Scores and a range of entertainment
benefits. We also give support to consumers by providing guides on how
to protect themselves from fraud, how they can protect their purchases
and what to do if they have money worries.

We're continuously looking for ways to improve the customer experience
we deliver. We track our Transactional Net Promoter Score (TNPS) after
customer interactions and use social media as a way to get feedback
from our customers and improve our processes. Since UK Cards was
brought under the Barclays UK structure in March, we have been looking
for ways to enhance the services we provide to our joint customers. For
example, Barclays customers can now apply for a Barclaycard through
the Barclays Mobile Banking app, with guaranteed pre-approvals for
eligible customers.

The unsecured lending and consumer payments markets continue to
experience considerable change, driven by new entrants, new technologies,
changing consumer expectations and behaviour. We are continuing

to invest in new technology and to develop pioneering new products
and services for our consumers, for example we launched proprietary
contactless Android capability through our app, six months ahead

of our nearest competitor.

We are pleased to have won a number of awards, acknowledging the
market-leading products and services we offer our consumers. We won
Best Overall Credit Card Provider at the Money Pages Personal Finance
Awards 2016/17. In addition, we have won awards for our support for
vulnerable customers and our use of social media.

Money Worries hub

Many people hide from debt problems because they are
embarrassed, and can find it difficult to ask their bank for help.

We have created the Money Worries hub, in partnership with
StepChange Debt Charity, to encourage customers to come forward
and ask for support by showing that we understand their situation
and are here to help. The Money Worries hub is designed to help

customers understand how UK Cards has helped people who
have been in similar situations and how they can help someone
they care about.

For further information, see
barclaycard.co.uk/personal/customer/money-worries
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Performance review

Wealth, Entrepreneurs
and Business Banking

Summary

Barclays’ wealth offering delivers a truly
holistic wealth management service that
includes domestic private banking, wealth
planning, trust and fiduciary services,
investment management and brokerage.

Business Banking supports over one million
clients, across the UK, run and grow their
business, from start-ups to mid-sized
businesses. Our model is relationship-based
and digitally-driven.

We aim to allow clients to access the products
they need, in the way they want - online,
mobile or by working with a Relationship
Manager. We put our clients at the heart of
our business, delivering the service they need,
in the way they choose.

30 « Barclays Bank PLC Annual Report 2016

Wealth Overview

In our Wealth business, our bankers provide overall advice to our clients
and co-ordinate access to specialists within Wealth and the wider
Barclays UK division. Clients benefit from our expertise in personal
banking, credit cards, business banking and digital innovation.

A sharp focus on our fundamental business drivers in Wealth,
throughout 2016, has resulted in strong underlying asset growth,
generating both sustainable income growth and an improvement
in our Cost: Income ratio.

We have continued to enhance our Wealth client experience in 2016,
most notably with the launch of the Barclays Mobile Banking for
Wealth app, which introduced innovative features, such as historical
performance analysis, benchmark comparison functionality and asset
class drilldowns.

We have reduced our risk by refocusing our Wealth business on our
core markets in the UK. The overall wealth market remains stable and
we anticipate that it will remain competitive. We feel the business is
relatively insulated from the effects of FinTech on traditional financial
services, as our clients have a preference for personal service and
human interaction.

Business Banking Overview

We provide coverage for clients across the UK at every stage of their
business cycle in every industry, delivering distribution models which
match clients’ needs and sophistication. We serve our clients through
a relationship-based and digitally-driven model, combining an on-the-
ground and direct relationship model with unique digital solutions.

A number of innovations were launched in 2016, including instant
lending online, and on mobile, plus on-demand cash pick-up.

We are the only UK bank to offer these services.

In 2016, we launched new tools for our Business Banking colleagues
bringing relevant, up-to-date industry information together in one
place, enhancing our service to clients through deeper insights

and understanding.

The Industry Knowledge Hub, for example, brings together 150
client-shareable industry snapshots, external industry news, industry
marketing and thought leadership into one easily-accessible place for
colleagues. We are looking to continue enhancements to the platform
in 2017, including the ability for colleagues to personalise their industry
reports and bookmark their most used reports.

o6 We ensure a strong focus on conduct
and customer outcomes through creating
a secure and controlled environment and
have mobilised comprehensive and
experienced teams to monitor, anticipate
and resolve issues. 99
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Voice Security is a new and innovative way for our customers
across Barclays UK to identify themselves via telephone banking
as they no longer need to remember passwords, passcodes or
transactional information. The service launched in August 2016
and is so far available to over 750,000 Personal customers.
Customer feedback has been extremely positive; ‘it’s so easy
and more natural’, ‘it's great for me because | can never remember
my banking passcode’, ‘that was so quick’.

For further information, see
barclays.co.uk/voice-security

The launch of our market-leading ‘Direct regionally focused Relationship
managers’ for small businesses provides a firm platform for growth and,
in 2016, we transitioned 830,000 clients into the new model. We will use
the Direct team to help businesses grow, through our personal contact
at key moments.

An area of focus for us in 2016 has been a programme of education on
cyber-fraud, for both clients and colleagues. We have provided all
colleagues with training to equip them to discuss the main cyber-threats
with their clients. We have also provided clients with in-depth sessions
via face-to-face events and webinars. Many of these have been run in
partnership with local Chambers of Commerce, councils and various
business partners, allowing us to support our clients alongside their
supply chains and communities.
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Performance review

Barclays International

Summary

Barclays International is a diversified
transatlantic, wholesale and consumer bank
which will be housed within Barclays Bank
PLC, the future non-ring-fenced bank.

We seek to compete in markets where we
have the competitive advantage and scale
to provide best-in-class service to our clients
and customers. We seek to maintain and
further our position as a leading provider

of financial services to corporates,
institutions and individuals.

Tim Throsby joined Barclays in January 2017

as President of Barclays International and

Chief Executive Officer of the Corporate and
Investment Bank. He sits on the Group
Executive Committee and reports to the Group
CEO, Jes Staley. Tim has had an extensive
career in banking and private equity and has
most recently worked for JP Morgan, becoming
the Global Head of Equities in 2012.

Xl
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Market and environment in which the division operates

In 2016, heightened political uncertainty in both of our home markets,
caused significant volatility in capital markets and material movements
in currency markets, particularly in Sterling.

In spite of this, the environment in which we are operating in is more
stable than it has been for a number of years. The implications of a
number of post-crisis regulations on the business models of banks,

in particular investment banks, have become clearer through 2016 as

a number of key regulations have either taken effect or been clarified.
As part of complying with Section 165 of the Dodd-Frank Act, Barclays
and other large foreign banking organisations operating in the US were
required to establish a US Intermediate Holding Company (IHC) by

1 July 2016. The IHC is an umbrella holding company for the Bank’s

US subsidiaries, and is subject to Federal Reserve prudential standards
to ensure safety and soundness, particularly around capital, liquidity
and risk management. Barclays’ IHC became operational on 1 July 2016
and its key subsidiaries include Barclays Capital Inc. (US broker-dealer)
that operates key investment banking businesses and Barclays Bank
Delaware that operates Barclaycard US.

The implementation of our strategy, which is in-line with the UK
ring-fencing regulations, has resulted in the creation of Barclays
International as a sister division to Barclays UK under the Barclays PLC
Group umbrella. Barclays Bank PLC, the future non-ring fenced banking
entity, will continue to house the Barclays International division.

Supported by the newly created Group Service Company, Barclays
International is reliant on the support of internal operations and
technology to maximise efficiency for customers and clients and meet
the requirements of our regulators. In a dynamic environment we need
to be setting trends, by using forward-looking technology and adapting
quickly and proactively to the evolving regulatory and market conditions.

For example, in the payments space, technological evolution, regulation
and consumer behaviour is driving disruption, which is likely to
transform the way in which consumers and businesses transact.

Barclays International encompasses the following businesses:

= Corporate & Investment Bank (CIB)
= Consumer, Cards & Payments (CC&P)

These businesses combine to form a diversified, yet highly
complementary portfolio of businesses that has proved to be resilient
in a year of significant uncertainty and change. We consciously focus
our efforts and resources on products, sectors and geographies where
we have a meaningful competitive advantage.

Our dual home markets, in the UK and US, anchor our business in
the two most important global financial centres and two of the most
resilient western economies.

Barclays International brings together a portfolio of businesses serving
consumers, SMEs, corporates and institutional investors. On the
consumer side, Barclaycard International provides consumers with credit
cards and lending. In Private Bank & Overseas Services, we provide
banking, investment and wealth management services across the client
continuum, globally. For SMEs and corporates, we enable payment
acceptance, commercial card payments and point-of-sale finance.
Through our CIB, we also serve corporates by providing advice on raising
new equity or debt capital, and support our institutional investors by
enabling them to trade stocks and bonds.

Our business model in Barclays International, especially CIB, is dependent
upon client relationships and the services that we provide to these clients.
Armed with these financial tools, we help our clients execute their
business strategies and grow their businesses. This may result in capital
raised to build a new production centre and in turn, create employment
as well as product creation for pension funds to invest in.

home.barclays/annualreport



Risks to the operating model

Clobal volatility and macroeconomic uncertainty in some markets remains
a risk. While the UK’s vote to leave the EU does not change our overall
strategic objectives, we realise that it will add complexity in the shorter
term to our operations in the EU.

The volume and reach of regulatory change continues to require
significant attention and presents a number of challenges in the
medium term. However, we have demonstrated our ability to react
early to regulatory changes, and the impact they have on our operating
environment, often turning challenges into competitive advantages.

Data and technology drive benefits for our customers and clients. The
importance of complying adequately with data protection laws and
protecting this information from increasingly sophisticated criminals
remains at the forefront of our operations.

The frequency and reach of cyber-attacks has markedly increased, and
financial institutions, such as Barclays, are obvious targets for malicious
cyber-activity. We are very focused on ensuring our cyber-defences
stay ahead of the increasingly sophisticated threats that we face.

In addition, preparing the business for structural reform continues.
Barclays International is now operating as a separate segment within the
Group, but a number of execution milestones remain before we achieve
the Group’s target state structure. We are very conscious of ensuring
that our clients and customers face the minimum possible disruption
from this transition.

We continue to strengthen our resilience to conduct risk and are
working to put legacy conduct issues behind us.

Business highlights

Barclays International RoTE was 8.0% (2015: 9.5%), excluding notable
items, as profit before tax decreased 3% to £3,747m driven by increased
credit impairment charges and increased operating expense. This was
partially offset by strong income growth, including the benefit from the
appreciation of the US Dollar and the Euro against GBP. On a statutory
basis, ROTE was 9.8% (2015: 7.2%).

Barclays has taken a leadership role in Blockchain technology in
the banking sector, together with enhancements in data analytics,
cyber-security and innovative identification and verification
techniques. This has enabled us to utilise innovation to deliver
improved client service.

Barclays International operational model

S,

Products
and services

= Financial advice

= Primary capital raising and
capital markets execution
Risk and liquidity
management

Customers
and Clients

Corporates

Financial institutions
Institutional investors
Governments
Consumers

High, and Ultra-High
Net Worth Individuals

Family Offices

Lending

Sales and trading
International credit cards
Consumer payments
Banking

Investments

Wealth management
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We became the first organisation in the world to use a Blockchain-
enabled trade transaction to transfer original shipping documentation.
The initiative helped the client complete a process that usually takes 10
days in just 4 hours, mostly due to allowing for paperless exchange of
documents, full transparency through the supply chain and mitigation
of financial crime risks. For further information refer to the case study
on page 7.

Transparency and the intelligent use of data has been a key focus. We
continued to roll out the SPECS platform across Barclays. SPECS provides
buy-side traders with an online portal to view, verify and request changes
to client order handling settings. It meets requirements for greater control,
transparency, trade analytics and a consolidated view of order settings.

Our payments expertise and dedication to our customers and clients
has enabled us to retain and grow relationships with partners and clients
such as American Airlines, in US Cards, and TfL, through our payment
acceptance proposition, as well as launching new partnerships such

as with JetBlue Airways. In addition, we expanded our lending offering
with new personal loans launched in the US and Germany and a new
partnership with Apple on the iPhone upgrade programme in the UK.

We have made encouraging progress in fraud and cyber-protection

in 2016, and will continue to focus on this critical area. For instance,

in the Corporate Bank we have introduced cutting-edge malware and
remote attack detection solutions and introduced a new PIN Pad reader
and Barclays Biometrics reader in the UK, to tackle PIN capture fraud.

The services we offer to our customers and clients have been recognised
by industry awards: International Financing Review (IFR) magazine
named Barclays its house of the year for North America high-yield
bonds, Americas loans and Sterling bonds in its 2016 review of the year.
Our research platform ranked third for Developed Markets Research
across Equities and Fixed Income in the Institutional Investor 2016
survey, reflecting alignment with our transatlantic strategy. In addition,
we won ‘Best Investment Bank Western Europe’ in the 2016 Euromoney
Awards for Excellence.

Tl

Tim Throsby
President, Barclays International and Chief Executive Officer,
Corporate and Investment Bank

Contribution
to Group

£15bn Income

£4.2bn Profit before tax
9.8% RoTE

63% Cost:Income ratio

Value

creation @

= To our customers & clients —
we create value by facilitating
the transmission of money
from providers to users of
capital

£213bn Risk Weighted
Assets

To society — we provide
financing, including to select
social and environmental
segments

To Barclays - as a diversified
transatlantic, wholesale and
consumer bank
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Performance review

Corporate and Investment Bank

Summary

The CIB offers wholesale banking products and
services to corporate and institutional investor
clients. The business is anchored around our
two home markets — two of the largest capital
markets in the world. We have adapted early

to regulatory and markets changes, positioning
the business to retain our position as a leading
European CIB.

The creation of Barclays International has helped us to better align our
businesses so that we now present a single integrated view of Barclays
to our corporate and institutional clients through our CIB and deliver
synergies to the business. The CIB offers clients a full service capability
through its two divisions:

= Banking offers long-term strategic advice on mergers and acquisitions,
corporate finance and strategic risk management solutions, equity
and credit origination capabilities, coupled with lending and
transaction banking products

= Markets provides execution, prime brokerage and risk management
services across the full range of asset classes, including equity and
fixed income and currency products.

We have extensively simplified our CIB over the past three years, making
challenging strategic choices to reduce our activities in certain products
and geographies, to better position the business for the regulatory and
market conditions that we now face. In spite of the heightened political
uncertainty that we have seen through 2016, the environment that we
are operating in is more stable than it has been for a number of years,
and we are beginning to see the positive implications of making early
strategic decisions on our CIB business model. We aim to retain our
position as a leading European CIB, competing with the US-domiciled
banks in our chosen products and markets.

Financing innovation

As part of our High Growth and Entrepreneurs Proposition, we have
partnered with The European Investment Fund (EIF) through the
InnovFin SME Guarantee scheme to support firms who typically have
difficulty accessing bank finance. The scheme is financially backed by
the EIF, enabled by the European Commissions Horizon 2020
programme, which covers 50% of loan losses that supports Barclays
when lending to these early stage businesses. Pod Point is an electric
vehicle charging developer. Its founder and chief executive, Erik Fairbairn,
started the business in 2009 with his own savings, and then secured
backing from the angel investor Peter Hiscocks, before he turned to
crowdfunding in 2014 raising £1.5m, and a further £2m in 2015.

In 2016 Barclays provided Pod Point with funding in the form of a
£1m EIF-backed loan, to help the business fulfil its mission of having
a ‘top-up’ charge point anywhere people park for an hour or more.

The company now has over 25,000 customers and provides public
charging stations at over 1.500 locations nationwide.

To find out more, see
barclayscorporate.com/insight-and-research/lending
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As part of our Banking division, we aim to help clients large and small,
improve performance and enable businesses to grow. We review individual
business needs to offer bespoke solutions suited to particular business
objectives. For example, through our asset finance operations, Barclays
can be an enabler in the transition to greener operations through
financing more efficient manufacturing sites and green supply chains.

We support lending to high growth businesses who typically have difficulty
accessing bank finance, as well as through larger infrastructure project
finance, where we have supported the financing of over 500 Mega Watts
of clean energy in the UK and Ireland in 2016, equivalent to powering
€.220,000 homes per annum.

Further information can be found in the case study below, and in the
ESG supplement available at home.barclays.com/annualreport

Performance

Our Banking business had a strong performance in 2016 gaining share,
particularly in our home markets of the UK and US where we ranked 5th
by fee share for all clients in M&A, equity and debt capital markets and
syndicated loan transactions in 2016 (Dealogic). This momentum

helps us retain and hire talented individuals and further develop our
relationships with our corporate client base. Landmark transactions
that we have closed in 2016 include:

= financial advisor to Teva Pharmaceutical in its acquisition of Allergan’s
generic drug business

= joint bookrunner on the two largest US leveraged loan financings of
2016 for Dell and Avago

= active joint bookrunner and global coordinator in the second-largest
corporate investment grade bond offering ever, ABInBev's M&A 1G
Bond financing.

Markets income increased compared to 2015 with strong performances
in the underlying businesses. Credit income benefitted from a strong
performance in fixed income flow credit and emerging markets
businesses, which benefitted from increased market volatility and client
demand. Macro income benefitted from an increase in activity post the
UK’s vote to leave the EU and US elections. These performances were
partially offset by a decrease in Equities, reflecting the simplification of
the EMEA business and lower client activity in Asia.

home.barclays/annualreport



Consumer, Cards and Payments

Summary

Consumer, Cards and Payments is the
consolidated reporting structure for
Barclaycard International and the Private
Bank and Overseas Services.

Barclaycard International provides branded
and co-branded consumer credit cards and
lending to our customers and business
solutions to our clients, globally.

Private Bank and Overseas Services provides
banking, investment and wealth management
services to over 163,000 clients, globally.

Barclaycard US

Our core co-brand and branded credit card business in the US has
continued to grow strongly; we remain the ninth-largest issuer by
balances, growing 14% over the last year. We have strengthened our
relationship with existing partners, for example signing a major deal with
American Airlines, and have launched a new partnership programme
with JetBlue Airways. Our Barclaycard brand continues to get stronger in
the US; with our Barclaycard Arrival Plus World Elite MasterCard winning
the Best Travel Credit Card for Frequent Fliers by MONEY® Magazine.

Our successful online retail deposits business has reached US$11bn,
supporting our overall funding strategy in the US. In November we
launched a personal loans offering, further diversifying our product mix.

Barclaycard Business Solutions

Barclaycard provides payment acceptance, commercial payments

and point-of-sale finance solutions to all client segments in the UK.

We are a leading provider in all areas, including being the second-largest
payment acceptance provider in Europe by volume.

Among our achievements this year, we have launched market-leading
business card propositions, developed full omni-channel capabilities
including strong data security features, and partnered with Apple to
help launch their Apple iPhone Upgrade.

Our large corporate portfolio continued to grow, with a number of major
new client wins and retentions, including TfL, Greggs and Centrica.

Barclaycard Germany and EnterCard

This year, Barclaycard Germany celebrated its 25th anniversary and

now serves over 1.1 million customers. With a share of 34%, Barclaycard
Germany is the leading issuer for revolving credit cards in Germany

by outstanding balances. In the instalment loans market, Barclaycard
Germany has a strong challenger position with a growth rate of 15%
and 1% share. Innovative products and features such as the fully digital
Express-Kredit or the Equal Payment Plan, as well as continued customer
focus, drive exceptional customer satisfaction rankings, with the business
leading the market for credit cards and in the top two for loans, respectively.

We also provide cards and lending in Norway, Sweden and Denmark via
our EnterCard joint venture.
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Travis Perkins PLC

Travis Perkins PLC, a leading company in the builders’ merchant

and home improvement markets, was looking for a unified customer
payments platform across its different brands. It wanted to work
with a partner that would reduce the complexity of managing

and maintaining a highly secure, diverse payments environment,
while allowing the flexibility to innovate and explore new

customer interactions.

Barclaycard Business Solutions was able to provide a true omni-channel

payments platform that offers single point management across
multiple brands and channels, from online pay pages to in-store
points of sale. The implementation has already seen Travis Perkins PLC
benefit from increased card payment security and protection of its
brand, as well as cutting transaction response times by up to 94%.

For further information, see
www.the-logic-group.com/cp/case-studies

Private Bank

The Private Bank strategy going forward is to deliver personalised banking,
investment and wealth management solutions to high net worth and ultra
high net worth individuals, providing full access to complex and innovative
products and services across Barclays’ platforms. Clients are supported by
a dedicated Private Banker and team of investment and wealth specialists.
In addition, the Private Bank facilitates access to Barclays’ Corporate and
Investment Bank full suite of products and services. The Private Bank is
now even more focused on our core competencies and poised to grow,
demonstrated by strong underlying asset and income growth in 2016.

Overseas Services

With a full suite of banking, credit, investment and wealth management
operations principally in the Isle of Man, Jersey and Guernsey, our
Overseas Services business supports client types that stretch across
the client continuum, personal to corporate. Overseas Services is the
gateway to the wider Barclays Group, providing offshore capabilities
and expertise. The business delivered solid results in 2016, with strong
liability growth, coupled with continued focus on cost management,
resulting in a strong Cost:Income ratio and returns in 2016.

Supporting our communities

Building on our commitment to make a positive difference to the
communities in which we live and work, we delivered a number of
successful initiatives across Barclaycard International in 2016. In the UK,
we have launched a major new partnership with The Prince’s Trust,
helping young people build their skills and confidence, and have won

The Prince’s Trust Service to Young People Award for corporate volunteering.
In the US and Germany we have been supporting start-ups through our
programmes with West End Neighbourhood House and our Social Impact
Lab incubator respectively, and helping individuals develop essential
coding skills through our Apps Camp programme and partnerships with
Tech Impact and Delaware State University.
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Performance review

Non-Core and Africa

Non-Core

Africa

Summary

The Non-Core run-down is a key driver of
the simplification of Barclays, helping to
improve Group returns and deliver value for
shareholders. After our accelerated progress
in 2016, we now intend to close Non-Core
six months early at 30 June 2017.

Non-Core was formed in 2014 to oversee the divestment of Barclays’
non-strategic assets and businesses, releasing capital to support
strategic growth in our Core businesses. Non-Core brought together
businesses and assets that did not fit our strategy, remained sub-scale
with limited growth opportunities, or were challenged by the regulatory
capital environment.

Non-Core is run by a dedicated management team operating within a
clear governance framework to optimise shareholder value as businesses
and assets are divested. It maintains a robust risk management
framework to mitigate the risks inherent in our businesses and assets,
as well as our divestiture and run-down processes. The clearly defined
objectives for Non-Core are to bring down RWAs, reduce the ongoing
operational cost base and simplify the residual portfolio and risks in
preparation for their return to Core.

To divest Non-Core successfully we are partly dependent on external
factors that can impact our planned run-down profile. For instance, the
income from our businesses and assets, the quantum of associated
RWAs and finally market appetite for Non-Core components are all
influenced by the market environment. In addition, our ability to
complete divestitures depends on regulatory approvals in various
jurisdictions and regulatory changes in the treatment of RWAs can
impact our ‘stock’ of RWAs.

2016 was an important year for Non-Core as RWAs were reduced by
41% to £32bn, preparing the division for reintegration into the Core in
2017. The loss before tax increased to £2.8bn, reflecting the acceleration
of the run-down during the year, where significant progress was made
across all three components of Non-Core. Business RWAs were reduced
by £4bn, with the completion of the sales of Barclays Risk Analytics and
Index Solutions, the Asia Wealth and Investment Management business,
the Southern European cards business, and the Italian retail business.
We also made good progress in the run-down of Derivatives, reducing
RWAs by £10bn, and Securities & Loans by £3bn respectively.

Given the progress made in 2016, we intend to close Non-Core six
months early at 30 June 2017, with c.£25bn of RWAs, meaning that we
will have reduced Non-Core RWAs by c.£85bn in just over three years.
We expect Non-Core losses in 2017 to be significantly lower than in
2016, with further reductions thereafter once the remaining assets

are reabsorbed back into the Core where they will continue to be
managed down.
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Summary

As part of the strategic review on 1 March 2016,
Barclays announced its intention to sell down
its stake in BAGL to a level that would permit
regulatory deconsolidation.

Barclays Africa Group Limited (BAGL) is a leading pan-African diversified
financial services provider headquartered in South Africa, with
meaningful operations across the continent (Botswana, Ghana, Kenya,
Mauritius, Mozambique, Seychelles, South Africa, Tanzania, Uganda and
Zambia), and is listed on the Johannesburg Stock Exchange.

During 2016, we sold a 12.2% stake, reducing our previous 62.3%
holding to 50.1%. Further sell-down to a level that will permit regulatory
deconsolidation is expected, and it is currently the Boards intention to
maintain a minority shareholding and a commercial relationship with
BAGL. Both would need to be consistent with the aim of achieving
regulatory deconsolidation.

BACL is represented in Barclays accounts through Africa Banking.

Africa Banking represents BAGL accounts converted to GBP, in addition
to Barclays’ goodwill on acquisition and Head Office allocations that

are deemed to be incrementally incurred as a consequence of Barclays
operations in Africa, such as the UK bank levy. For clarity, the income
statement is provided on page 176. As Africa Banking meets the
requirements for presentation as a discontinued operation, the results
are presented as two lines in the Group income statement, representing
profit after tax relating to our 50.1% stake, and the 49.9% portion
attributable to the non-controlling interests in BAGL.

Barclays and BAGL have been working closely together to plan and
prepare for the successful separation and migration of BACL's operations
from the Barclays Group while Barclays assesses sell-down options, both
on and off-market. This work has culminated in the agreement of terms
for transitional services and supporting arrangements with BAGL, the
details of which have been submitted to relevant regulators as part of a
request for approval for Barclays to sell down to below a 50% holding.

A successful regulatory deconsolidation of BAGL's operations will lead
to further simplification for the Group, resulting in CET1 ratio uplift and
will constitute a further step towards focusing on our core transatlantic
consumer, corporate and investment bank operations.

Details on the performance of BACL can be found at
barclaysafrica.com
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Covernance overview

Our shared values guide the choices we make every day...

For your Board, 2016 was a year of continued focus on execution and
managing through a period of change. Our Croup Chief Executive Officer,
Jes Staley, completed his first full year in the role and the momentum that
has been achieved under his leadership over a relatively short period has
been notable. During this time, he has articulated a clear strategy for the
future and put together an executive management team that is focused
on delivering that strategy and generating sustainable returns for our
shareholders. A comprehensive corporate governance framework is vital
in supporting executive management in its execution of strategy and in
driving long-term sustainable performance. It helps ensure that your
investment in Barclays is protected, while at the same time recognising
the interests of our wider stakeholders.

Supporting strategy execution

The Board’s agenda during 2016 was focused on overseeing and
supporting executive management in delivering on Barclays’ strategic
objectives. You will read elsewhere in this report of the progress that
has been made with the performance of our Core business, with

the accelerated run-down of the Non-Core businesses and with the
Summary sell-down of our holding in Barclays Africa. As a Board, we also spent
A comprehensive corporate governance a considerable amount of our time on Structura! Refqrm, in particular
framework is vital it helpS ensure that the project to separate our retail banking operations into an independent
W IS vital... | u legal entity within the Barclays Group. This is a significant and far-reaching
your investment in Bardays is protected, ;hange to Balrclays’ operating structure. In{ tracking the progress of
. . .. implementation, your Board debated the risks and challenges across the
while at the same time recognising the stakeholder spectrum, including the potential impacts on shareholders,
interests of our wider stakeholders. employees, clients and customers. Structural Reform will also have a

profound impact on the way in which the Barclays Board itself operates,
especially in terms of how it interacts with the boards of the newly-
established legal entities and with regard to talent management and
succession planning for executive management and board appointments
across the Barclays Group.

o6 Personal accountability is a central tenet

of our culture, enabling us to achieve the
highest standards of performance and deliver
value for our customers and clients. It is also
key to ensuring that trust finds its way back
into banking and therefore underpins our
long-term success.%®

Itis during such periods of transformational change that leadership

and good governance are more important than ever. The challenge

was heightened during 2016 by the result of the UK’s referendum on

its membership of the EU. Your Board spent time assessing Barclays’
contingency plans and evaluating the potential impact of the UK exiting
the EU on each of Barclays’ businesses. This included the possible
consequences for capital, operations and regulation, along with the
impact for employees, clients and customers. Of course, the precise terms
of the UK’s exit from the EU and the long-term effects are not yet known
and will only become clear over time. However, our strategy remains
focused on building on our strengths as a transatlantic consumer,
corporate and investment bank, anchored in the UK and the US.
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Governance in Action

Sound corporate governance serves to support better decision-
making and accountability throughout Barclays.

Creater detail about the work of your Board and its Committees may be
found in our Directors’ report on pages 49 to 133 of the Barclays PLC
Annual Report 2016 and online at home.barclays/annualreport.
You will find a series of case studies describing the role of the Board
and its principal Committees in some of the significant issues we
considered and decisions we took during 2016, including:

= preparing for Structural Reform and the material impact it
will have on the way in which Barclays operates in future

statutory auditor transition, to facilitate a smooth handover
of responsibilities

contingency planning for the UK’s EU Referendum, a significant
external business risk event both before and after the vote

measuring cultural progress, providing challenge and support to
management in its delivery of conduct, culture and value change

Culture, values and accountability

As Chairman, an important part of my role is to promote the highest
standards of corporate governance in Barclays and to ensure that this

is supported by the right culture, values and behaviours from the top
down. The implementation in March 2016 of the UK’s Senior Managers
Regime introduced new regulatory standards for individual
accountability and conduct, which align closely with our established
purpose, culture and values. Personal accountability is a central tenet of
our culture, enabling us to achieve the highest standards of performance
and deliver value for our customers and clients. It is also key to ensuring
that trust finds its way back into banking and therefore underpins our
long-term success.

John McFarlane
Chairman

22 February 2017
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Your Board

John McFarlane Group Chairman

Jes Staley Group Chief Executive; Executive Director
Mike Ashley Non-executive Director
Tim Breedon Non-executive Director

Mary Francis Non-executive Director
Crawford Gillies Non-executive Director
Sir Gerry Grimstone  Deputy Chairman and Senior Independent Director
Reuben Jeffery Il Non-executive Director
Tushar Morzaria Group Finance Director; Executive Director
Dambisa Moyo Non-executive Director
Diane de Saint Victor Non-executive Director
Diane Schueneman Non-executive Director
Steve Thieke Non-executive Director

Board diversity — gender balance

20% 21% 29% 31%
31.12.2013 31.12.2014 31.12.2015 31.12.2016
3 Female 3 Female 4 Female 4 Female
12 Male 11 male 10 Male 9 Male

E For further information, see pages 39 to 133
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Governance overview

Summary

A snapshot of how Barclays complies with the
requirements of the UK Corporate Governance
Code (the Code) is set out below.

Compliance with the UK Corporate Governance Code

Leadership

There is clear division of responsibilities between the Chairman, who
runs the Board, and the Group Chief Executive, who runs the Group’s
business. Individual roles on the Board and their responsibilities are set
out in Barclays” Charter of Expectations.

The Senior Independent Director, Sir Gerry Grimstone, provides a
sounding board for the Chairman, acts as an intermediary for the other
Directors when necessary and is available to shareholders if they have
concerns that have not been addressed through the normal channels.

The Board has set out Barclays’ culture, values and behaviours in
Barclays’ Purpose and Values and The Barclays Way, which are
embedded throughout the Croup.

Directors are expected to provide rigorous and constructive challenge
on matters that, owing to their strategic, financial or reputational
implications or consequences, are considered significant to the Group.

Effectiveness

The skills, knowledge and experience needed for an effective
Board are recorded on a skills matrix, which is used by the Board
Nominations Committee to inform Director recruitment, induction
and on-going development.

The composition of principal Board Committees meets the independence
criteria of the Code and there is appropriate cross-membership to
further promote effectiveness.

10 of 13 Directors are independent non-executive Directors (77%),
while the Chairman was independent on appointment.

At the end of 2016, there were four women Directors (31%),
compared to our target of 33% by 2020.

The Board Nominations Committee regularly considers Board and
senior management succession plans.

Appointments to the Board are made via a formal, rigorous and
transparent process, based on merit, taking into account the skills,
experience and diversity needed on the Board in the context of
Barclays’ strategic direction.

All Directors are expected to commit sufficient time to fulfil their duties
to Barclays. In 2016, Directors’ attendance at scheduled Board meetings
was 98% and across the scheduled Board Committee meetings was

an average of 98%.

The Board assesses its effectiveness and that of its Committees and
the individual Directors annually in a process that is externally facilitated
by an independent third party.

Directors are subject to re-election each year by shareholders at the
Annual Ceneral Meeting (AGM).

Barclays’ Charter of Expectations sets out responsibilities for providing
the Board with accurate, timely and high-quality information necessary
for it to fulfil its duties.
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Accountability
The Board is responsible for setting Barclays’ risk appetite, i.e. the risks it
is prepared to take in the context of achieving Barclays’ strategic objectives.

Barclays’ Enterprise Risk Management Framework is designed to identify
and set minimum requirements in respect of the main risks to achieving
the Barclays’ strategic objectives and to provide reasonable assurance
that internal controls are effective.

The Board conducts robust assessments of the principal risks facing
Barclays, including those that would threaten its business model, future
performance, solvency or liquidity.

The Directors also review the effectiveness of the Group’s systems
of internal control and risk management.

The Board has put in place processes to support the presentation
to shareholders of fair, balanced and understandable information.

The Board Audit Committee, comprising independent non-executive
Directors, oversees the effectiveness of Barclays’ internal and
external auditors.

Remuneration

The Board Remuneration Committee, comprising independent
non-executive Directors, sets overarching Group remuneration policy
and approves the remuneration arrangements of the Chairman,

the executive Directors and other senior executives.

The Board Remuneration Committee seeks the views of Barclays” major
shareholders on remuneration matters. This engagement is meaningful
and contributes directly to the decisions it makes.

Barclays’ reward framework is simple and transparent and is designed
to support and drive business strategy and long-term success.

To ensure alignment with shareholder interests, a significant part
of performance-related pay is delivered through Barclays’ shares.

Unvested deferred remuneration is subject to malus. Clawback also
applies to any variable remuneration awarded to PRA Material Risk
Takers after 1 January 2015.

Engagement

The Chairman and Senior Independent Director, together with other
Board representatives and the Company Secretary, hold meetings with
investors focusing on corporate governance matters.

The Chief Executive and Group Finance Director present quarterly results
briefings and the Group Finance Director holds briefings for equity and
debt sellside analysts.

Regular engagement with Barclays’ brokers ensures that the Group’s
strategy and performance is being communicated effectively and
provides a better understanding of investor views.

The Board receives feedback on investor relations activity, along with
regular reports of changes in holdings of substantial shareholders and
reports on share price movements.

A number of events are held throughout the year to maintain an open
dialogue with investors, of which the ACM is the most important.
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Our culture and our people

... and the energy, commitment and passion
of our colleagues enhances our success...

Summary

We recognise that fostering the right culture
at Barclays is critical to our success and we
want to play a leading role in defining the
future of banking, restoring trust and respect
for our profession.

home.barclays/annualreport

We are four years into a cultural change journey at Barclays and we
have a clear set of values that guide how we work and how we act.

We are continuing to make progress to further embed and sustain

a values-based culture through initiatives aimed at strengthening the
profession of banking. We recognise that fostering the right culture

at Barclays is critical to our success and we want to play a leading role
in defining the future of banking, restoring trust and respect for our
profession. We have placed continued focus on the importance of a
values-based culture and with that in mind, conduct, culture and values
were established as part of our key strategic priorities for the year.
Throughout 2016 we have launched a number of initiatives to foster
the right culture at Barclays and we developed a culture measurement
framework, anchored in our values, to measure and manage progress in
embedding a values-based culture across the organisation. We also seek
to share across different parts of the business the initiatives that are having
a positive impact on our culture and engagement of our employees.

o6 Having constructive and empathetic
conversations with customers reflect our
continued focus on a values-based culture. 99

To ensure we constantly review and reappraise to see what is working,
in 2016 the annual Your View survey became a quarterly pulse survey
(excluding Africa), providing colleagues the opportunity on a more
regular basis to say what they are experiencing and how it feels to work
at Barclays. In the third quarter of the year, we surveyed 50% of all
colleagues and the remaining 50% were surveyed in the fourth quarter.
Starting from 2017, each quarter, 25% of colleagues (excluding Africa)
will be invited to take part in Your View.

The Your View results have continued to measure Sustainable
Engagement and this year we have been provided with more regular
snapshots. The quarterly results were then aggregated at the end of the
year into an overall annual picture of engagement. At the end of 2016,
Sustainable Engagement of our colleagues has remained stable
year-on-year at 75%. The quarterly results of the Your View survey and
the indicators and insights from our culture measurement framework
help us to assess what we are doing well and guide and focus
management action as required across our businesses and functions.
Each quarter the results are analysed in depth and our senior leadership
teams across the businesses and functions work to identify relevant
actions that will continue to foster a culture that builds the Barclays of
the future. The results from the Your View survey, and the insights from
the quarterly indicators within the culture measurement framework,
evidence that we continue to make strong progress in embedding a
values-based culture across the bank.

‘Apply within’, our internal mobility programme, and the ‘Let’s talk about
how’ performance management campaign, both launched this year,
are initiatives that support the behaviours that underpin our values.
The ‘Let’s talk about how’ campaign reinforces the importance that
we place on both ‘what” our employees deliver and ‘how’ they deliver.
A new event launched this year, sponsored by the Group CEO, this was
a step forward in developing the next generation of enterprise leaders
who actively contribute towards rebuilding the profession of banking
through their own leadership and their influence of others. By bringing
together high potential senior leaders from across our businesses and
functions we seek to strengthen collaboration and an enterprise-wide
perspective amongst our senior leaders to deliver improved solutions
and products for our customers and clients.
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Our Wellbeing programme; Barclays Shared Growth Ambition which
focuses on access to employment, access to financial and digital
empowerment and access to financing; as well as the Conversation
Framework and Empathy Diagnostic launched in Barclays UK to support
colleagues in having constructive and empathetic conversations with
customers, reflect our continued focus on a values-based culture that
ensures we do the right thing for our customers and clients.

= —

Tristram Roberts
Group Human Resources Director
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Group control function rotation

We recognise that our control functions are a critical part of our
success and that it is important for our future leaders to understand
how the functions operate and gain perspective of the Second Line
of Defence, as part of our risk management responsibilities. In May
this year a control functions rotational pilot programme was
launched by the Group CEO to support his ambition to strengthen

| the profession of banking. This programme saw a group of

colleagues from our CIB spend three months working in our
Compliance function as an integrated member of the Compliance
team in order to build a greater breadth of banking experience

and to gain greater understanding and awareness of the control
environment. Presentations to the Group CEO and other senior
leaders at the end of the rotation gave the group the opportunity

to share what they learnt and the training they received, as well as
provide insights on how the businesses and control functions can
continue to embed a values-based culture. The feedback from the
participants is that the rotation helped to improve communication
and understanding between the business and the control functions;
has driven cross-divisional training; and encouraged internal mobility
by highlighting alternative career paths. In 2017, the number of
participants will be increased and the programme will be expanded
to include opportunities across other control functions.

For further information on opportunities at barclays, see
joinus.barclays.com

home.barclays/annualreport



Governance
People

Barclays PLC and Barclays Bank PLC remain strongly aligned in
governance for the current year. In order to prepare for UK ring-
fencing requirements the Group has begun reorganising the legal
entity structure into the two clearly defined divisions of Barclays UK
and Barclays International supported by the Group Service Company.
In the future the Barclays UK division will be transferred to the ring-
fenced bank and Barclays Bank PLC will continue to house the
Barclays International division. The process to transfer operations to
the Group Service Company has begun in 2016 and will continue in
2017 leading to some variances in staff numbers. However, Barclays
PLC and Barclays Bank PLC remain comparable and the Governance
section has been presented on this basis.

Culture and Values

We are four years into a cultural change journey at Barclays. Over this
period we have defined a common set of values and embedded them
across the organisation, ensuring they are recognised and
understood by our employees. We recognise that fostering the right
culture at Barclays is critical to our success and we have placed
continued focus on the importance of a values based culture to the
organisation. Early in 2016 conduct, culture and values was
established as one of the strategic priorities for the year, and within
that we have developed a culture measurement framework to
manage and measure progress in embedding a values based culture
across Barclays. This framework is anchored in our values and
through quarterly indicators and insights we are able to assess what
we are doing well and where we might need to focus attention and
prioritise management action across our businesses and functions.
The quarterly indicators and insights are presented to the Board
Reputation Committee and the Group Executive Committee and
shared with our senior leadership teams with a view to becoming an
integral part of our regular management reporting so that we can
ensure our priorities and decisions are focused in the right areas. The
insights from the indicators and metrics within the culture
measurement framework this year support the view that our ongoing
efforts are having a positive impact in continuing to create a culture
that will help us build the Barclays of the future.

Your View

Engagement of our employees is one of the key indicators of cultural
health and we recognise the importance of listening to our
colleagues and maintaining an open, two-way dialogue. The views of
our colleagues shape the decisions we make, helping us create an
environment in which colleagues want to work, and which in turn we
believe will drive high performance. To ensure that we constantly
review and reappraise to see what is working, in 2016, the annual
Your View survey, our employee opinion survey, became a quarterly
pulse survey (excluding Africa), providing colleagues the opportunity
on a more regular basis to say how it feels to work at Barclays. In the
third quarter of the year, we surveyed 50% of all colleagues and the
remaining 50% were surveyed in the fourth quarter. Starting from
2017, each quarter 25% of colleagues (excluding Africa) will be
invited to take part in Your View.

The Your View results have continued to measure Sustainable
Engagement and this year we have been provided with more regular
snapshots. The quarterly results were then aggregated at the end of
the year into an overall annual picture of engagement. At the end of
2016 Sustainable Engagement of our colleagues has remained stable
year-on-year at 75%. Areas of particular strength from the annual
results include: colleagues feeling safe to speak up (81% favourable,
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up 6% points on 2015); colleagues feeling proud of the contribution
Barclays makes to the community and society (88% favourable, up
3% points on 2015) and employees feeling respected regardless of
their job (83% favourable, up 4% points on 2015). In addition, the
commitment and discretionary effort of employees continues to be
very high with 94% saying they believe they work beyond what is
required of them to help Barclays succeed. Along with the insights
from the quarterly indicators within the culture measurement
framework, these results evidence that we continue to make strong
progress in embedding a values based culture across the bank.

Leadership and Learning

Our leadership and learning solutions are underpinned by our values
and are focused on supporting our colleagues to develop critical skills
and capabilities. Both the Barclays Academy and our Global
Curriculum provide colleagues with development resources, through
a variety of formats and content. In 2016 our employees spent an
average of 40 hours each on training in 2016 through formal
programmes, in addition to having access to many other informal
learning opportunities that are not captured through our learning
management system.

We continue to assess candidate alignment to our values and
Behaviours through our recruitment and promotion processes and
we also ensure new joiners attend the ‘Being Barclays’ Global
Induction programme, which provides an in-depth experience of the
values. All colleagues are required to attest and demonstrate their
understanding of expected behaviours through the Global Code of
Conduct (The Barclays Way).

This year a new event was launched, sponsored by the Group CEO, to
begin to develop the next generation of enterprise leaders who
actively contribute towards rebuilding the profession of banking
through their own leadership and their influence of others. By
bringing together high potential senior leaders from across our
businesses and functions we seek to strengthen collaboration and an
enterprise wide perspective amongst our senior leaders to deliver
improved solutions and products for our customers and clients.

We have continued to launch and refresh learning and leadership
initiatives with particular focus on supporting the development of line
managers. Examples include our Manager Excellence Programme,
the iLead programme for high potential Directors, and the Senior
Leadership Development programme in the Banking business. All our
leadership development activities follow a common principle of
leaders teaching leaders, creating opportunities for knowledge
sharing across different parts of Barclays.

Early careers and apprenticeships

Barclays is committed to helping people achieve their ambitions
when they enter the world of work whether they are a young person
entering the workplace for the first time or an experienced
professional seeking to develop new skills. Barclays Early Careers
proposition includes graduate, internship and apprenticeship
programmes and in 2016 we hired over 750 interns and 700
graduates. Since 2012 we have created over 3,000 apprenticeships.
We provide pathways for progression from apprentice to graduate
supported by recognised qualifications and, in doing so, help to
create an internal talent pipeline.

The ambition in 2016 for our apprenticeship programmes was to

widen accessibility and ensure our programmes are fully inclusive.
We expanded our Bolder Apprenticeship Programme, targeting long-
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term unemployed adults over the age of 24, and we also piloted our
Able to Enable Programme targeting the long term unemployed who
have a disability. These programmes, along with our place on the UK
Government’s Apprenticeship Delivery Board, reflect our
commitment to tackling societal issues and attracting diverse talent.
Throughout 2016 we have continued to receive external recognition
for our apprenticeship programmes.

We have transformed the way we recruit for our EMEA Internship
and Graduate programmes to deliver an improved candidate
experience and to ensure that we are assessing candidates against
the right skills and qualities. This recruitment process helps to drive
diversity and inclusion as students are able to demonstrate ability and
potential throughout the process so that recruitment outcomes are
based on performance and not on the basis of academic grades,
universities attended and previous work experience. This year in the
Americas we rolled out our first ‘Sophomore Springboard’
programme aimed at preparing a diverse range of students for an
internship in their junior year. This was the first phase of a two year
strategy to identify diverse talent early on.

Industrial relations

Barclays has a long-standing partnership approach to industrial
relations and we value the relationships we have with over 30 trade
unions, works councils and staff associations around the world.
Within the UK we have a formal partnership with Unite which has
been in place for over 15 years and is one of the longest standing
partnerships in the UK. Throughout 2016, we have continued to have
regular, constructive dialogue with employee representatives on a
wide range of topics that impact our employees in order to seek their
feedback prior to implementation. Regional consultation forums have
also provided a platform for bringing together and engaging
employee representatives on a wide range of topics that affect the
interests of our employees.

Managing change

Where restructuring is necessary to support our strategy, we have
consulted on proposals with our recognised trade unions or
employee forums and impacted employees, prior to implementation.
In line with our values and to ensure we treat all colleagues with
respect, we seek to avoid compulsory redundancies wherever
possible and we try to find ways in which we can achieve this during
consultation. We continue to place significant emphasis on both
voluntary redundancy programmes as well as internal redeployment
through our ‘Internals First’ programme. Internals First supports
colleagues who have been impacted by change and provides
individual support to ensure that we retain talent within Barclays. In
2016, over 1,000 colleagues registered for Internals First support and
we redeployed 32% of them within Barclays. Throughout 2016,
colleagues have attended Internals First careers and networking
events and opted for outplacement support services. When an
employee does leave Barclays as a consequence of restructuring, our
commitment is to ensure that they are given the best support for the
next stage in their career. To achieve this, Barclays provides a global
career transition service which offers personalised advice and
support for employees placed at risk of redundancy.

We also hope to keep in touch with former colleagues through the
Barclays Global Alumni Programme which provides a platform for
current and former employees to connect with Barclays and one
another through global networking events, monthly e-newsletters
and access to career opportunities.
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Internal Mobility

During 2016 internal mobility has been a key focus. Being able to
attract and retain talented individuals, as well as provide them with
the opportunity to take control of their career and development at
Barclays is one of our most important ambitions. Our aim is that by
supporting internal mobility across Barclays and making it simple and
easy for colleagues to move internally, we are successfully retaining
and developing our internal talent. To promote this and provide
colleagues with opportunities to broaden their experience, the Group
CEO launched ‘Apply Within’, our internal mobility programme, early
in 2016. We have developed multiple tools and resources for
colleagues to find new internal career opportunities and for
managers to find and assess suitable internal candidates. Global
careers fairs, the Barclays Mentoring Tool and enhancements to the
‘My Career’ online portal, which was launched in 2015, are part of the
campaign. Thousands of colleagues have visited the ‘My Career’
portal this year to update career profiles, upload CVs and import
LinkedIn profiles and our Resourcing teams have sought to match
vacant roles to colleagues’ skills and aspirations. We have increased
our internal recruitment percentage to 48% (excluding Africa).

Wellbeing

By actively supporting employees to be healthy and happy, we will
deliver better outcomes for colleagues, for Barclays and for society.
Our global wellbeing programme ‘Be Well’ launched in 2015 and has
focused on health education, a Global Speaker Series, health risk
identification, prevention and management as well as new leadership
and management programmes to help line managers support
colleagues. The insights developed this year through our wellbeing
programme help to identify themes and areas to focus on in 2017.

Performance Management

Barclays approach to performance management is key to enabling
the delivery of our strategy and to continue to embed a values-based
culture. Colleagues align their objectives (‘what’ they will deliver) to
business and team goals to support the delivery of our strategy and
good customer outcomes. Behavioural expectations (‘how’ they will
achieve their objectives) are set in the context of our values. This year
we have enhanced the focus on balancing the ‘what’ and the ‘how’
through the launch of our ‘Let’s talk about how’ campaign to remind
colleagues that ‘how’ they achieve their objectives is just as
important as ‘what’ they achieve. Both the campaign and the ‘Values
in Action’ framework provide tools and resources for colleagues to
bring to life the behaviours that underpin our values and to enhance
the quality of performance reviews.

Our global recognition programme provides colleagues the
opportunity to recognise the outstanding achievements of those who
have demonstrated our values. We continue to see a year-on-year
increase in the number of colleagues receiving a values ‘Thank You’
message from a fellow colleague, with over 250,000 sent in 2016.

Colleagues are also encouraged to be involved with the company’s
performance by participating in our all-employee share plans, which
have been running successfully for over 10 years. Further details of
our approach to remuneration are included in the Barclays PLC
Annual Report 2016 Remuneration Report on pages 105 and 107.

Barclays regularly updates employees regarding the financial and
economic factors affecting the company’s performance throughout
the year, using a variety of communications channels. These include
CEO and senior leader communications, line manager briefing packs,
video interviews and talking points which are distributed to
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employees every quarter to coincide with Barclays’ financial reporting
calendar. They are all designed to build awareness and
understanding of Barclays’ results and the broader macroeconomic
environment, and to drive dialogue. We also hold a variety of events
for employees to hear directly from the CEO and the Group Executive
Committee and to ask them questions.

We have recently introduced an ‘Ask the Experts’ communication
which gives perspectives from across the bank on what Barclays’
results mean and how they are received by different stakeholders.
Flagship campaigns are released to all employees each quarter,
covering topics such as wellbeing, recognition and dynamic working
to raise awareness of the tools being introduced to help them
develop their careers at Barclays and to provide them with the
opportunity to understand and engage in employee initiatives.
Colleagues are also kept informed through regular intranet and email
updates about the progress Barclays is making across activity such as
Diversity and Inclusion and Performance Management.

Employees are invited to share their opinion on what it is like to work
at Barclays through regular interactive events with senior leaders.
These events provide employees with the opportunity to discuss their
perspective on a range of areas to help senior management
understand what is working well and where we need to improve. Any
changes that are implemented as a result of colleague feedback are
communicated through leadership briefings and engagement
initiatives across each business and function.

Diversity and Inclusion

Barclays’ global Diversity and Inclusion (D&I) strategy establishes
objectives, initiatives and plans across each of five core pillars:
Gender, LGBT, Disability, Multicultural and Multigenerational. As an
organisation we remain focussed on increasing the diversity of our
employees and by continuing to foster an inclusive culture we seek to
ensure that employees of all backgrounds are treated equally and
have the opportunity to be successful.

In recognition of this in 2016 we have continued to develop
opportunities to attract and retain a diverse pipeline of talented
employees across the bank. This year we have launched new
initiatives including our ‘Encore!” Returnship Programme which offers
leadership development and training opportunities to professionals
who have taken a career break and are looking to re-enter the
workforce. Also launched in 2016 is our Able to Enable
apprenticeship initiative which targets the long term unemployed
who have a disability. Working with Remploy and by providing a
bespoke, supportive selection process, which includes a 13 week
development experience, we hope to provide opportunities for this
population.

In June we announced enhancements to our US Leave of Absence
policies for Childcare and Military Leave, supporting our commitment
to creating a diverse and inclusive environment through policies that
help employees successfully integrate their profession and personal
lives.

Providing leadership development to ensure we are continuing to
build an inclusive work environment is paramount to our diversity
strategy and in 2016 our Unconscious Bias Training, previously
delivered to over 8,000 senior leaders, was deployed to our junior
populations with over 1,900 attending workshops to date.
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We always have more to do, but are pleased when our progress
towards greater inclusion is recognised. During 2016, we continued
to receive national and international recognition from respected
organisations such as the Business Disability Forum in the UK,
Human Rights Campaign in the US and Community Business for our
achievements, citing our D&I work as innovative, robust and
sustainable.

Gender

Sustaining progress towards increasing female representation at all
levels across Barclays remains a core focus of our talent management
and leadership succession processes. Across our organisation and
the financial services industry we hope to see more females in senior
roles and we are determined to enable women to fulfil their career
aspirations. As referenced in the Barclays PLC Annual Report 2016
Board Nominations Committee section on pages 77-83 we revised
our Board Diversity Policy in 2015 to reflect our new target of
minimum 33% female representation on our Board by 2020. Our
Board membership currently has 31% female representation,
reflecting that we are on track to meet our 2020 target.

As a founding signatory of the HM Treasury Women in Leadership
Charter and supporter of the Hampton-Alexander Review we
proactively set gender targets and at the end of 2016 female
representation across the senior leadership population stood at 24%
representing the third consecutive year-on-year increase and
progress towards our 2018 Women in Leadership goal of 26%. In line
with the recommendations from the Hampton-Alexander Review,
from 2017, we will publish the combined number of women on the
Croup Executive Committee and in the direct reports to the Executive
Committee. At the end of 2016 female representation across this
population stood at 25%. We will also use the review output to
inform the update of our Women in Leadership targets.

At all levels our gender pipeline has continued to strengthen thanks
to extensive programmes which focus on building capability and
capacity, such as our Global Women in Leadership conference with
over 5,000 colleagues participating, the ‘Encore!’ Returnship
Programme and the number of female graduate hires we have made
increasing from 31% in 2014 to 39% in 2016. The Barclays Women'’s
Initiatives Network (WiN) also provides targeted development and
networking opportunities such as group mentoring, careers fairs, and
events helping to connect both junior and senior colleagues from
across the organisation.

Recognising our efforts, we were invited to be a corporate IMPACT
champion by the United Nations in their HeForShe campaign on
gender equality. Internally we have asked colleagues to show their
support by pledging a specific commitment that will contribute to
gender parity. Since launching HeForShe, 60% of new members are
male and many are now taking a more visible role as mentors and
sponsors, helping to contribute towards gender diversity and greater
inclusion. Staying at the vanguard of good practice requires
sustained commitment and we value independent assessment that
allows us to calibrate our approach. For the ninth year running, we
were pleased to be included in The Times Top 50 Workplaces for
Women in the UK, and for the fourth successive year to be named in
‘Working Mother’ 100 Best Companies in the US.
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Female representation

LGBT

An inclusive culture is vital for colleagues to have the freedom and
choice to bring their whole selves to work. Enabling that culture are
our Spectrum Allies- colleagues who are committed to inclusion and
equality. By educating others and visibly supporting equality, allies
help to make LGBT colleagues, friends and family feel safer and more
comfortable in leading their lives. The Spectrum Allies campaign has
identified nearly 7,000 colleagues globally as LGBT allies in 2016.

‘#nofilter’ was the theme of Pride in London 2016, which we were
proud to be the headline sponsor of for the third consecutive year.
More than 1,100 colleagues, leaders, friends and family came
together for Pride in London and hundreds of colleagues marched at
the head of the parade in June. Events for our colleagues, customers
and clients took place throughout June to celebrate Pride month, and
a partnership between the BUK Marketing Team and Thomson
Reuters resulted in a successful social media campaign, including
over 10,000 downloads of the Pride in London smartphone
application, in which Barclays’ ‘nofilter’ advert was highlighted.

Barclays ATM messaging conveyed our advocacy for IDAHOBIT
(International Day Against Homophobia, Biphobia and Transphobia)
and for World Aids Day, £ for £ matching augmented colleague
fundraising for organisations leading on the treatment and
prevention of HIV and Aids.

Independent recognition reflects the sustained impact of our global
work. Stonewall continue to name us as one of just eight ‘Star
Performer’ organisations seen as leaders globally. Role-model
colleagues were this year recognised in the Financial Times
OUTstanding list of 100 LGBT business leaders, and in the Pride
Power List. Awards simply serve to motivate us to continue to shape
our culture so that colleagues really can bring their whole selves to
work. Through the Your View survey we provide colleagues with the
opportunity to identify as being LGBT, with 3% of colleagues
identifying as being LGBT in 2016.

Disability

Our aspiration to become ‘the most accessible bank’ remains firm.
Progressing our aim, this year in partnership with the Lord Mayor of
the City we expanded our internal campaign, ‘This Is Me’, into the
City of London to encourage other organisations to join in eliminating
the stigma associated with mental health issues. Over 70
organisations have already signed up for ‘This is Me in The City’.
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Through our corporate accessibility portal, we have now made our
learning on accessibility and inclusion available for any organisation.

We give continued to give full and fair consideration to applications
from candidates who may have a disability. Our people processes
ensure all colleagues can progress their careers, with comprehensive
training and development including our Disability Confident
elLearning, and through tailored and needs-based workplace
adjustments where relevant. This year we reviewed our Workplace
Adjustment process to make it simpler and easier for colleagues and
our Adjustment Passport outlines colleagues’ reasonable
adjustments to eliminate the need for colleagues to inform new line
managers and to increase the ease of internal mobility. Employees
who become disabled during their employment with us can access a
full range of services and support ensuring we retain their talent.

Our efforts were recognised when Barclays achieved 98% in the
Business Disability Forum's world-renown Disability Standard — the
highest ever score awarded to any organisation since the
introduction of the Disability Standard in 2004.

Multigenerational

(Veterans/Traditionalists)

(Baby Boomers) 1%

(Generation X)

(Generation Y) 64

20 and below I

(Millennial)

wver 2015 (H2) and 2016 (H2)

We benefit from the diverse perspectives of employees from five
generations and need to ensure our workplace is inclusive for all.
Dynamic Working, our signature campaign relevant to colleagues
every life stage with the strapline of ‘how do your work your life’, is
encouraging the integration of personal and professional
responsibilities through smarter work patterns.

As an example of our commitment to colleagues in different life
stages, we are one of the eight founding members in the Equality and
Human Rights Commissions (EHRC) Working Forward campaign that
aims to make British workplaces the best they can be for pregnant
women and working mothers. Our Working Families network is
supporting the campaign by running integration workshops for
returners from parental and adoption leave.

The Emerge network supports colleagues early in their career or new
to financial services and the multigenerational composition of our
workforce. This year a global reverse mentoring programme was
launched with over 200 successful reverse mentoring partnerships
established. Our Bolder Apprentice Programme continues to grow
and our Returnship programmes, both in the UK and US, are proving
to be successful.
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Changing careers is also important, which is why our Armed Forces
Transitioning, Employment and Rehabilitation (AFTER) programme
continued to see ex-military talent join our company, or be supported
to gain relevant work-ready skills. Since the programme began in
2010 AFTER has assisted over 4,000 veterans in employment
transition, we have hired nearly 400 ex-military talent and over £4m
has been donated to military charities to assist wounded and injured
personnel in employment transition. Meanwhile, our ‘LifeSkills’
programmes continue to prepare young people for their first steps
into the world of work.

Working Families UK recognised Barclays for best embedded
workplace flexibility through our Dynamic Working campaign. In
Singapore, we won the Most Empowering Company for Mums award
by the National Trades Union Congress, while in the US we were
included in the ‘100 Best Companies for Working Mothers’. In the UK,
our approach to talent attraction was recognised by Working Mums
as well as by Business In the Community.

Multicultural

| 206 (H2)
2015 (H2)

UK
Ust

South Africa’

31%
699
60%

Global

f underrepresented populations that make up our global and regior

resented populations are defined regionally to ensure inclusion with

Other and Non-disclosed
n, Mixed, Black, Other and Non-disclosed

Barclays global footprint makes multicultural inclusion imperative.
Fostering cross-cultural connections is enabled by Embrace our
multicultural network. Through the year Embrace has partnered with
leaders and engaged colleagues across our global community to host
discussions to gain insight and ideas on how we can better serve our
multicultural customers and clients. Embrace also helped us mark
important cultural and religious calendar dates throughout 2016
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such as Diwali and Eid, creating communications and events to bring
to life the rich multicultural diversity of our people. Day to day, this
diversity is enabled by, for example, dedicated quiet rooms in many
of our larger sites for prayer and reflection, and by serving halal and
kosher food in our canteens.

Barclays Apprenticeship Programme reflects our commitment to
recruit a diverse workforce. Since the programme launched in 2012,
we have recruited over 3,000 apprentices who are considered NEET
(Not in Education, Employment or Training). 30% identify as Black,
Asian and Minority Ethnic, which is 19% higher than the national
apprenticeship average of 11%. In addition, 43% of our apprentices
are from a disadvantaged area, as defined by the Department of
Education. Through this scheme we are making a positive impact on
both youth unemployment and social mobility.

Ensuring Black, Asian and Minority Ethnic (BAME) female
entrepreneurs can sustain and develop their businesses has been a
shared focus via our partnership with the UK Women’s Business
Council, and in 2016 we also supported the Black British Business
Awards to celebrate the achievements of BAME leaders in the UK.
The multicultural profile of the organisation was acknowledged
externally with senior leader role models recognised in the top 100
inaugural ‘UPstanding Executive Power List’ of BAME leaders in the
UK and US and in the Powerlist an annual publication of Britain’s
most influential people of African and African Caribbean heritage.

Gender Breakdown

Under the Companies Act 2006, Barclays is also required to report
on the gender breakdown of our employees and ‘senior managers’.
Of the workforce of 98,100 (45,100 male, 53,000 female), 635 were
senior managers (445 male, 190 female), which include Officers of
the Group, certain direct reports of the Chief Executive, heads of
major business units, certain senior Managing Directors, and
directors on the boards of undertakings of the Group, but exclude
individuals who sit as directors on the board of the Company.
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Directors’ report

The Directors present their report together with the audited
accounts for Barclays Bank PLC (the ‘Company’) for the year ended
31 December 2016.

Section 414A of the Companies Act requires the Directors to present
a Strategic Report in the Annual Report and Financial Statements.
The information which fulfils this requirement can be found on

pages 1to 42.

The Company has chosen, in accordance with section 414 C (11) of
the Companies Act 2006, and as noted in this Directors’ report, to
include certain additional matters in its Strategic Report that would
otherwise be required to be disclosed in this Directors’ Report. The
Directors’ Report together with the Strategic Report constitute the
management report for the purpose of DTR 4.1.8R.

The particulars of important events affecting the Company since the
financial year end can be found in note 27 and note 44. An
indication of likely future developments may be found in the
Strategic Report.

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

2016, the 30,000,000 Series 2 US Dollar preference shares of
US$0.25 nominal value each were redeemed in full at the option of
the Company.

Powers of Directors to issue or buy back the Company’s shares
The powers of the Directors are determined by the Companies Act
2006 and the Company’s Articles of Association. No shares were
issued or bought back in 2016. The Directors are authorised to
issue and allot shares and to buy back shares subject to annual
shareholder approval at the AGM. Such authorities were granted by
shareholders at the 2016 AGM. It will be proposed at the 2017 ACM
that the Directors be granted new authorities to allot and buy-back
shares.

Directors

The Directors of the Company are listed on page 51. The Directors’
interests in shares are set out on page 129 of the Remuneration
Report in Barclays PLC’s Annual Report and Financial Statements.
The membership of the Board of Directors of Barclays PLC and
Barclays Bank PLC are identical. Changes to Directors during the
year and up to the date of signing this report are set out below.

Pages
Employee involvement 43
Disability 46
Key performance indicators 157
Financial review 156
Risk management 63
Principal risks 54

Profits and dividends

The Group operates through branches, offices and subsidiaries in
the UK and overseas. The results of the Group show a profit after tax
of £3,729m (2015: £1,238m). The Group had net assets of
£70,955m at 31 December 2016 (2015: £66,019m). The profit
attributable to Barclays PLC, the Company’s parent, for the year
2016 amounted to £3,324m (2015: £911m).

Barclays PLC will pay a final dividend in respect of 2016 of 2.0p per
ordinary share on 5 April 2017 to shareholders on the share register
on 3 March 2017. The Company will pay a dividend to Barclays PLC
in order to fund the external dividend payment. The Directors
recommend a dividend of no more than £320m to satisfy this
requirement. Further details on total dividends on ordinary shares
paid during 2016 are set out in Note 11 to the accounts. Dividends
paid on preference shares for the year ended 31 December 2016
amounted to £339m (2015: £343m). As at 31 December 2016, the
distributable reserves of the Company were £25,834m.

Share Capital

There was no increase in ordinary share capital during the year.
Barclays PLC owns 100% of the issued ordinary shares. There are no
restrictions on the transfer of securities or agreements between
holders of securities known to the Company which may result in
restrictions on the transfer of securities or voting rights. Further
information on the Company’s share capital can be found on pages
275 to 277.

Repurchase of shares

The Company did not repurchase any of its ordinary shares during
2016 (2015: none). On 15 June 2016, the 46,000,000 Series 4 US
Dollar preference shares of US$0.25 nominal value each were
redeemed in full at the option of the Company. On 15 September

home.barclays/annualreport

Name Role Effective date of
appointment/resignation

Sir Gerald Non-executive Appointed 1 January 2016

(Gerry) Director

Crimstone

Mary Francis Non-executive Appointed 1 October 2016

Director

Wendy Lucas- Non-executive Retired 1 March 2016
Bull Director
Frits van Non-executive Retired 28 April 2016
Paasschen Director

Directors’ Indemnities

Qualifying third party indemnity provisions (as defined by section
234 of the Companies Act 2006) were in force during the course of
the financial year ended 31 December 2016 for the benefit of the
then Directors and, at the date of this report, are in force for the
benefit of the Directors in relation to certain losses and liabilities
which they may incur (or have incurred) in connection with their
duties, powers or office. In addition, the Company maintains
Directors’ & Officers’ Liability Insurance which gives appropriate
cover for legal action brought against its Directors.

Qualifying pension scheme indemnity provisions (as defined by
section 235 of the Companies Act 2006) were in force during the
course of the financial year ended 31 December 2016 for the benefit
of the then Directors, and at the date of this report are in force for
the benefit of Directors of Barclays Pension Funds Trustees Limited
as Trustee of the Barclays Bank UK Retirement Fund. The Directors
of the Trustee are indemnified against liability incurred in
connection with the company’s activities as Trustee of the Barclays
Bank UK Retirement Fund.

Similarly, qualifying pension scheme indemnities were in force
during 2016 for the benefit of Directors of Barclays Executive
Schemes Trustees Limited as Trustee of Barclays Bank International
Limited Zambia Staff Pension Fund (1965), Barclays Capital
International Pension Scheme (No.1), and Barclays PLC Funded
Unapproved Retirement Benefits Scheme. The Directors of the
Trustee are indemnified against liability incurred in connection with
the Company’s activities as Trustee of the schemes above.

Environment
Barclays focuses on addressing environmental issues where we

believe we have the greatest potential to make a difference. We
Barclays Bank PLC Annual Report 2016 48



Directors’ report

focus on managing our own carbon footprint and reducing our
absolute carbon emissions; developing products and services to help
enable the transition to a low-carbon economy, and managing the
risks of climate change to our operations, clients, customers and
society at large. We invest in improving the energy efficiency of our
operations and offset the emissions remaining through the purchase
of carbon credits. We also have a long-standing commitment to
managing the environmental and social risks associated with our
lending practices, which is embedded into our Credit Risk processes.
A governance structure is in place to facilitate clear dialogue across
the business and with suppliers around issues of potential
environmental and social risk.

We have disclosed global greenhouse gas emissions that we are
responsible for as set out by “The Companies Act 2006 (Strategic
Report and Director’s Report) Regulations 2013’. We provide fuller
disclosure on (i) financing solutions for the lower carbon economy
(ii) environmental risk management and (iii) management of our
carbon and environmental footprint in the Barclays Environmental,
Social and Governance (ESG) Supplement available on our website
at home.barclays.com/citizenship.

Reporting Reporting Reporting Reporting
Yeara Yearb Yeare Year
2016 2015 2014 2013
Global GHG
Emissions
Total CO2e (tonnes)® 678,412 712,916 830,668 968,781
Scope 1 CO2e
emissions (tonnes)f 46,571 56,642 49,994 58,176
Scope 2 CO2e
emissions (tonnes)9 538,783 520,098 655,426 723,993
Scope 3 CO2e
emissions (tonnes)h 93,059 136,176 125,248 186,612
Intensity Ratio'
Total Full Time
Employees (FTE) 119,300 129,400 132,300 139,600
Total CO2e per FTE
(tonnes) 5.69 5.51 6.28 6.94
Scope 2 Market
based emissions
(tonnes)) 596,198

Notes

a 2016 Reporting Year covers Q4 2015 and Q1, 2, 3 of 2016. The carbon reporting

year is not fully aligned to the financial reporting year covered by the Director’s

report.

2015 Reporting Year covers Q4 2014 and Q1, 2, 3 of 2015.

2014 Reporting Year covers Q4 2013 and Q1, 2, 3 of 2014.

2013 Reporting Year covers Q4 2012 and Q1, 2, 3 of 2013.

The methodology used to calculate our CO2e emissions is the operational control

approach on reporting boundaries as defined by the World Resources Institute/

World Business Council for Sustainable Development (WRI / WBCSD) Greenhouse

Cas Protocol (GHG): A Corporate Accounting and Reporting Standard, Revised

Edition. Where properties are covered by Barclays consolidated financial statements

but are leased to tenants who are invoiced for utilities, these emissions are not

included in the Group GHG calculations. We also capture consumption from

properties which are yet to be consolidated by Barclays and as such Barclays still are

responsible for the utility cost

f Scope 1 covers direct combustion of fuels and company owned vehicles (from UK
and South Africa only, which is the most material contributors). Fugitive emissions
reported in Scope 1 for 2013 — 2016 cover emissions from Americas, Asia-Pacific
and South Africa. Scope 1fugitive emissions excludes the UK whilst we amend our
governance procedures in the UK, Business travel is reported in Scope 1.

g Scope 2 covers emissions from electricity and steam purchased for own use. Scope 2
emissions are using location based emission factors. Please see Note j below for
Scope 2 Market Based emissions

h Scope 3 covers indirect emissions from business travel (global flights and ground
transport from the UK and South Africa). From 2014 onwards car hire data covers
the USA and India. Ground transportation data (excluding Scope 1 company cars)
covers only countries where this type of transport is material and data is available.

i Intensity ratio calculations have been calculated using location based emission
factors only

j Scope 2 Market Based emissions have been reported for 2016 only.

m o n o

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

Financial Instruments

Barclays’ financial risk management objectives and policies,
including the policy for hedging each major type of forecasted
transaction for which hedge accounting is used, and the exposure to
market risk, credit risk and liquidity risk are set out in pages 64 to 75
and 83 to 140.

Change of control

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

The Auditors

The Board Audit Committee reviews the appointment of the external
auditors, as well as their relationship with the Group, including
monitoring the Group’s use of the external auditors for non-audit
services and the balance of audit and non-audit fees paid to them.
More details on this can be found in Note 42 to the accounts.

During 2015 Barclays undertook an external audit tender in
conformance with the auditor rotation requirements of the final
statutory audit services order published by the UK’s Competition and
Markets Authority. At the conclusion of the audit tender process
the Board Audit Committee recommended to the Board the
appointment of KPMG LLP. KPMG LLP have been appointed as the
Croup’s auditor with effect from the 2017 financial year onwards.

Disclosure of Information to the Auditor

Each Director confirms that, so far as he or she is aware, there is no
relevant audit information of which the Company’s auditors are
unaware and that each of the Directors has taken all the steps that
he or she ought to have taken as a Director in order to make himself
or herself aware of any relevant audit information and to establish
that the Company's auditors are aware of that information. This
confirmation is given pursuant to section 418 of the Companies Act
2006 and should be interpreted in accordance with and subject to
those provisions.

Going concern

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

The Directors considered it appropriate to prepare the financial
statements on a going concern basis.

Directors’ responsibilities

The following statement, which should be read in conjunction with
the Auditors’ report set out on page 187, is made with a view to
distinguishing for shareholders the respective responsibilities of the
Directors and of the auditors in relation to the accounts.

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

The Directors consider that, in preparing the accounts on pages 190
to 197, and the additional information contained on pages 198 to
316, the Group has used appropriate accounting policies, supported
by reasonable judgements and estimates, and that all accounting
standards which they consider to be applicable have been followed.

Having taken all the matters considered by the Board and brought to
the attention of the Board during the year into account, the
Directors are satisfied that the Annual Report and Financial
Statements, taken as a whole, are fair, balanced and understandable,
and provide the information necessary for shareholders to assess
the Company’s position and performance, business model and
strategy.

Directors’ responsibilities Statement

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

The Directors are responsible for the maintenance and integrity of
the Company’s website. Legislation in the UK governing the
preparation and dissemination of financial statements may differ
from legislation in other jurisdictions.

The Directors have a 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.
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The Directors, whose names and functions are set out on page 51,
confirm to the best of their knowledge that:

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

(b) The management report, which is incorporated in the
Directors’ Report on pages 48 to 50 includes a fair review of
the development and performance of the business and the
position of the Company and the undertakings included in the
consolidation taken as a whole, together with a description of
the principal risks and uncertainties that they face.

By order of the Board

Claire Davies
Company Secretary
22 February 2017

Barclays Bank PLC
Registered in England, Company no: 1026167
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Directors and Officers

Current Directors and Officers
John McFarlane — Group Chairman

Executive Directors
Jes Staley — Group Chief Executive
Tushar Morzaria — Group Finance Director

Non-Executive Directors

Mike Ashley

Tim Breedon

Mary Francis

Crawford Gillies

Sir Gerry Grimstone - Deputy Chairman
Reuben Jeffery IlI

Dambisa Moyo

Diane de Saint Victor

Diane Schueneman

Stephen Thieke
Appointed
Group Executive Committee to position
Ashok Vaswani Chief Executive Officer, Barclays UK 2012
Bob Hoyt Group General Counsel 2013
Michael Roemer  Group Head of Compliance 2014
Tristram Roberts  Group Human Resources Director 2015
Amer Sajed Chief Executive Officer, Barclaycard 2015
International
CS. Chief Risk Officer 2016
Venkatakrishnan
Paul Compton Group Chief Operating Officer 2016
Tim Throsby President, Barclays International 2017
Chief Executive Officer, Corporate
and Investment Bank
Appointed
Company Secretary to position
Claire Davies Secretary 2016
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Risk review
Contents

The management of risk plays a central role in the execution of Barclays’ strategy and insight into the level of risk across businesses and portfolios and the
material risks and uncertainties the Group face are key areas of management focus.

For a more detailed breakdown of our Risk Performance and Risk Management contents please see pages 63 to 146.

Pillar 3
Annual Report Report
Material existing and emerging risks
Insight into the level of risk across our business = Material existing and emerging risks potentially impacting
and portfolios, the material existing and emerging more than one Principal Risk 54 n/a
risks and uncertainties we face and the key areas » Credit risk 57 n/a
of management focus. = Market risk 58 n/a
= Treasury and capital risk 58 n/a
= Operational risk 59 n/a
= Model risk 61 n/a
= Conduct risk 61 n/a
= Reputation Risk 61 n/a
= Legal Risk 62 n/a
Risk management
Overview of Barclays’ approach to risk = Risk management strategy 64 110
management. A detailed overview together with = Credit risk management 67 119
more specific information on policies that the = Market risk management 69 138
Qroup determines to. be of particular significance » Treasury and capital risk managerment 70 150
in the current operating environment can be . )
found in Barclays PLC 2016 Pillar 3 Report or at " Operational risk management 76 198
Barclays.com. = Model risk management 78 162
= Conduct risk management 79 164
= Reputation risk management 80 166
= Legal risk management 81 168
Risk performance
Credit risk: = Credit risk overview and summary of performance 85 32
The risk of suffering financial loss should the = Analysis of the balance sheet 85 n/a
Group’s customers, clients or market = The Group’s maximum exposure and collateral and other 86 47
counterparties fail to fulfil their contractual credit enhancements held
obligations. = The Group’s approach to manage and represent credit 90 48,51
quality
= Analysis of the concentration of credit risk 95 41,43
= Analysis of problem loans 103 61
= Impairment 105 61
Market risk: = Market risk overview and measures in the Group 108 81
The risk of a reduction to earnings or capital due = Traded market risk 109 83
to volatility of the trading book positions or an = Business scenario stresses 110 83
inability to hedge the banking book balance = Non-traded market risk 111 86
sheet. = Foreign exchange risk 114 88
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Contents

Pillar
3
Annual Report  Report
Funding risk - Capital: = Capital risk overview and regulatory minimum capital and
The risk that the Group is unable to maintain leverage requirements 117 n/a
appropriate capital ratios. = Capital resources
119 n/a
Funding risk — Liquidity: = Liquidity risk overview and stress testing 122 152
The risk that the firm, although solvent, either = Liquidity pool 125 152
does not have sufficient financial resources = Funding structure and funding relationships 126 n/a
available to enable it to meet its obligations as » Wholesale funding 129 n/a
they fall due, or can secure such resources only at ] .
excessive Cost. = Term financing 130 n/a
= Liquidity management at BAGL Group 131 n/a
= Contractual maturity of financial assets and liabilities 131 n/a
Operational risk: = Operational risk overview 142 105
The risk of direct or indirect impacts resulting * Summary of performance in the period 142 106
from human factors, inadequate or failed internal = Operation risk profile 142 107
processes and systems or external events.
Conduct risk: = Conduct reputation measure 144 n/a
The risk that detriment is caused to our = Summary of performance
customers, clients, counterparties or Barclays and = Conduct risk overview 145 n/a
its employees because of inappropriate 145 n/a
judgement in the execution of our business
activities.
Supervision and regulation: = Supervision of the Group 147 n/a
The Group’s operations, including its overseas = Global regulatory developments 148 n/a
offices, subsidiaries and associates, are subject to = Regulation in the EU and UK 148 n/a
a significant body of rules and regulations that are » Regulation in the US 152 n/a
a condition for authorisation to conduct banking
and financial services business. = Regulatory developments in the United States 154 n/a
= Structural reform developments 155 n/a
Pillar 3 Report
Contains extensive information on risk as well as = High level summary of risk and capital profile n/a 3
capital management. = Notes on basis of preparation n/a 5
= Scope of application of Basel rules n/a 6
Risk and capital position review: Provides a = Group capital resources, requirements and CRD IV
detailed breakdown of Barclays’ regulatory capital comparatives n/a 15
adequacy and how this relates to Barclays’ risk = Analysis of credit risk n/a 32
management. = Analysis of counterparty credit risk n/a 67
= Analysis of credit value adjustment n/a 79
= Analysis of market risk n/a 80
= Analysis of securitisation exposures n/a 92
= Analysis of operational risk n/a 105
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Material existing and emerging risks to the Group’s future performance

There are no differences in the manner in which risks are managed
and measured between the Barclays Bank PLC Group and the
Barclays PLC Group. Therefore the material risks listed below are for
Barclays PLC which includes the Barclays Bank PLC Group.

This section describes the material risks to which senior
management pay particular attention, which they believe could
cause the future results of the Group’s operations, financial
condition and prospects to differ materially from current
expectations. These expectations include the ability to pay
dividends, maintain appropriate levels of capital and meet capital
and leverage ratio targets, and achieve stated commitments as
outlined in the Strategic Report. In addition, risks relating to the
Group that are not currently known, or that are currently deemed
immaterial, may individually or cumulatively have the potential to
materially affect the future results of the Group’s operations,
financial condition and prospects.

Material risks and their impact are described below in two sections:
i) risks which senior management believe are likely to affect more
than one Principal Risk; and ii) risks which senior management
believe are likely to impact a single Principal Risk An ‘emerging risk’
is a risk that has the potential to have a significant detrimental effect
on the Group’s performance, but currently the outcome and the
time horizon for the crystallisation of its possible impact is more
uncertain and more difficult to predict than for other risk factors
that are not identified as emerging risks. A revised ERMF was
approved by the Board in December 2016. This includes a revised
risk taxonomy comprising eight Principal Risks (Model Risk,
Reputation Risk and Legal Risk were not previously classified as
Principal Risks). Additional detail on ERMF and Principal Risks may
be found on pages 64.

Additional detail on the management of risks may be found in
Barclays’ Approach to Managing Risk in the Barclays PLC 2016 Pillar
3 Report.

Material existing and emerging risks potentially
impacting more than one Principal Risk

i) Structural reform

The UK Financial Services (Banking Reform) Act 2013 (the UK
Banking Reform Act) and associated secondary legislation and
regulatory rules require all UK deposit-taking banks with over £25bn
of deposits (from individuals and small businesses) to separate
certain day-to-day banking activities (e.g. deposit-taking) offered to
retail and smaller business customers from other wholesale and
investment banking services.

Through the creation of Barclays’ ring-fenced bank, the Group will
ensure that core deposits placed within the European Economic
Area (EEA) are ring-fenced to meet the requirements of the
legislation by 2019. The implementation of these changes involves a
number of risks which include:

= The Group must restructure its intra-group and external capital,
funding and liquidity arrangements to meet regulatory
requirements and support business needs. The changes will
impact the sources of funding available to the different entities,
including preventing the non ring-fenced bank’s access to certain
categories of deposit funding. These changes may result in higher
funding costs.
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= The changes to the Group structure may negatively impact the
assessment made by credit rating agencies and creditors. The risk
profile and key risk drivers of the ring-fenced bank and the non

= ring-fenced bank will be specific to the activities and risk profile
of each entity. As a result different Group entities are likely to be
assessed differently and this may result in differences in credit
ratings. Changes to the credit assessment at the Group or
individual entity level, including the potential for ratings
downgrades and ratings differences across entities, could
impact access and cost of certain sources of funding.

= Implementation of ring-fencing introduces a number of
execution risks. Technology change could result in outages or
operational errors. Legal challenge to the ring-fence transfer
scheme may delay the transfer of assets and liabilities to the
ring-fenced bank. In particular, the setup of the Group Service
Company as a separate legal entity servicing both trading
entities (i.e. ring-fenced bank and non ring-fenced bank) will
require a number of intra-group service level agreements to be
established and agreed between the Group Service Company
and the trading entities and will require the Group to set up a
new approach to manage, fund and deliver the activities that
will be provided by this entity. Delayed delivery could increase
reputational risk or result in regulatory non-compliance.
Uncertain customer preference (for placement in the ring-
fenced or non ring-fenced bank) may results in changes to
design and implementation plans.

= Atthe European level, structural reform regulation is still being
developed as highlighted by the European Union proposal
issued in November 2016 for Intermediate Holding Companies.
The impact of final rules on Barclays’ businesses is still to be
assessed once European regulation is finalised. Final rules will
need to be considered alongside EU Referendum implications.
The implementation date for these proposals will depend on the
date on which any final legislation is agreed.

= Thereis a risk that Barclays does not meet regulatory
requirements across the new structure. Failure to meet these
requirements may have an adverse impact on the Group’s
profitability, operating flexibility, flexibility of deployment of
capital and funding, return on equity, ability to pay dividends,
credit ratings, and/or financial condition.

ii) Business conditions, general economy and geopolitical issues
The Group’s performance could be adversely affected in relation to
more than one Principal Risk by a weak or deteriorating global
economy or political instability. These factors may also occur in one
or more of the Group’s main countries of operation.

The Group offers a broad range of services including to retail,
institutional and government customers, in a large number of
countries. The breadth of these operations means that deterioration
in the economic environment, or an increase in political instability in
countries where the Group is active, or in any other systemically
important economy, could adversely affect the Group’s performance
and prospects.

For the Group, a deterioration of conditions in its key markets could
affect performance in a number of ways including, for example: (i)
deteriorating business, consumer or investor confidence leading to
reduced levels of client activity, or indirectly, a material adverse
impact on GDP growth in significant markets and therefore on
Croup performance; (ii) higher levels of default rates and
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impairment; (i) mark to market losses in trading portfolios resulting
from changes in factors such as credit ratings, share prices and
solvency of counterparties; and (iv) lower levels of fixed asset
investment and productivity growth overall.

Clobal growth is expected to remain modest in 2017, with low
single digit growth in advanced economies alongside a slowdown in
emerging markets. This moderate economic performance, lower
commaodity prices and increased geopolitical tensions mean that the
distribution of risks to global economic activity continues to be
biased to the downside. Commodity prices, particularly oil prices,
remain depressed, but could fall further if growth in demand
remains weak or supply takes longer than expected to adjust. At the
same time, countries with high reliance on commodity-related
earnings have already experienced a tightening of financial
conditions. A sustained period of low prices risks triggering further
financial distress, default and contagion, for our customers, their
suppliers and local communities, and resulting losses for Barclays.

Moreover, sentiment towards emerging markets as a whole
continues to be driven in large part by developments in China, where
there is significant concern around the ability of authorities to
manage growth whilst transitioning towards services. A stronger
than expected slowdown could result if authorities fail to
appropriately manage the end of the investment and credit-led
boom, while the consequences from a faster slowdown would flow
through both financial and trade channels into other economies,
and affect commodity markets.

Whilst tightening of monetary policy by the US Federal Reserve was
not as pronounced as expected during 2016, a moderate increase in
activity is expected during 2017, the increasing divergence of
policies between major advanced economies risks triggering further
financial market volatility. Changes to interest rate expectations
could ignite further volatility and US dollar appreciation, particularly
if the US Federal Reserve were to increase interest rates faster than
markets currently expect. Emerging markets have already seen
growth slow following increased capital outflows, but growth may
slow further if tighter US interest rate policy drives further
reallocation of capital.

In several countries, reversals of capital inflows, as well as fiscal
austerity, have already caused deterioration in political stability. This
could be exacerbated by a renewed rise in asset price volatility or
sustained pressure on government finances. In addition, geopolitical
tensions in some areas of the world, including the Middle East and
Eastern Europe are already acute, and are at risk of further
deterioration.

In the US, the policy platform of the new administration is expected
to be clarified during the early part of2017. There is the possibility of
significant changes in policy in sectors including trade, healthcare
and commodities which may have an impact on associated Barclays’
portfolios. Proposed policy changes (including tax-cuts and
significant infrastructure spending) are likely to result in higher
global growth, further reinforcing the move towards global reflation.
Political change may increase uncertainty as to regulatory trends,
both in the US and the EU. See pages 154.

In the UK, the vote in favour of leaving the EU has given rise to
political uncertainty with attendant consequences for investment
and confidence. See vi) EU Referendum on page 56.

iii) Change and execution risk

The Group continues to drive changes to its functional capabilities
and operating environment in order to allow the business to exploit
emerging and digital technologies, and improve customer
experience whilst also embedding enhanced regulatory
requirements, strategic realignment, and business model changes.
The complexity, increasing pace, and volume of changes underway
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simultaneously mean there is heightened execution risk and
potential for change not being delivered to plan.

Failure to adequately manage this risk could result in extended
outages and disruption, financial loss, customer detriment, legal
liability, potential regulatory censure and reputational damage.

iv) Risks arising from regulation of the financial services industry
The financial services industry continues to be the focus of
significant regulatory change and scrutiny which may adversely
affect the Group’s business, financial performance, capital and risk
management strategies. For further information on regulations
affecting the Group, including significant regulatory developments,
please see the section on Supervision and Regulation on page 147.

a) Regulatory change

The Group, in common with much of the financial services industry,
remains subject to significant levels of regulatory change and
increasing scrutiny in many of the countries in which it operates
(including, in particular, the UK and the US). This has led to a more
intensive approach to supervision and oversight, increased
expectations and enhanced requirements. As a result, regulatory risk
will remain a focus for senior management and consume significant
levels of business resources. Furthermore, this more intensive
approach and the enhanced requirements, uncertainty and extent of
international regulatory coordination as enhanced supervisory
standards are developed and implemented may adversely affect the
Group’s business, capital and risk management strategies and/or
may result in the Group deciding to modify its legal entity structure,
capital and funding structures and business mix, or to exit certain
business activities altogether or not to expand in areas despite
otherwise attractive potential.

b) Changes in prudential requirements, including changes to CRD IV
The Group’s results and ability to conduct its business may be
negatively affected by changes or additions to supervisory and
prudential expectations, including in relation to any minimum
requirements for own funds and eligible liabilities, leverage or
liquidity requirements, applicable buffers and/or add-ons to such
minimum requirements and RWA calculation methodologies all as
may be set by international, EU or national authorities from time to
time (including, for example, through changes being proposed to
the CRD IV framework).

Changes to or additional supervisory and prudential expectations,
either individually or in aggregate, may lead to unexpected
enhanced requirements in relation to the Group’s capital, leverage,
liquidity and funding ratios or alter the way such ratios are
calculated. This may result in, amongst other things, a need for
further management actions to meet the changed requirements,
such as: increasing capital or liquidity resources, reducing leverage
and risk weighted assets; modifying legal entity structure (including
with regard to issuance and deployment of capital and funding for
the Group); changing the Group’s business mix or exiting other
businesses; and/or undertaking other actions to strengthen the
Croup’s position. See Treasury and Capital Risk on pages 70 and
Supervision and Regulation on pages 147 for more information.

c) Market infrastructure reforms

Financial market infrastructure is subject to extensive and increasing
regulation in many of the Group’s markets. The derivatives market
has been the subject of particular focus across the G20 countries,
requiring the clearing of standardised derivatives and the mandatory
margining of non-cleared derivatives. More broadly, the recast
Markets in Financial Instruments Directive in Europe (MiFID I1) will
fundamentally change the framework for market infrastructure, the
Benchmarks Regulation will regulate the use of benchmarks in the
EU, and regulation governing Central Securities Depositories will
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increase the requirements upon participants in the financial
markets.

It is possible that these additional regulations, and the related
expenses and requirements, will increase the cost of and therefore
impact willingness of participation in the financial markets.

d) Recovery and resolution planning

In recent years, there has been a strong regulatory focus on
‘resolvability’ from regulators globally, and Barclays continues to
work with the relevant authorities to identify and address potential
impediments to the Group’s resolvability. As part of this work, the
Group is required to submit formal Recovery and Resolution Plan
(RRP) submissions to UK, US and South African regulators
describing Barclays’ strategy for recovery and rapid and orderly
resolution. These submissions are evaluated by regulators on the
basis of both qualitative and quantitative metrics, the specifics of
which may become more rigorous over time.

Should the relevant authorities in any jurisdiction ultimately
determine that a resolution plan were not credible or would not
facilitate an orderly resolution, Barclays or its subsidiaries could be
made subject to more stringent capital, leverage or liquidity
requirements, or restrictions on growth, activities or operations. The
potential structural changes that may be required to address such a
determination may negatively impact the financial or competitive
position or results of operations of the Group, as well as increase the
risk that the Group would be unable to maintain appropriate
prudential ratios or be restricted from making intra group or
external capital contributions.

e) Stress testing

The Group and certain of its members are subject to supervisory
stress testing exercises in a number of jurisdictions. These exercises
currently include the programmes of the BoE, the EBA, the FDIC, the
FRB and the SARB. These exercises are designed to assess the
resilience of banks to adverse economic or financial developments
and ensure that they have robust, forward-looking capital and
liquidity management processes that account for the risks
associated with their business profile. Assessment by regulators is
on both a quantitative and qualitative basis, the latter focusing on
the Group's or certain of its members’ business model, data
provision, stress testing capability and internal management
processes and controls. The stress testing requirements to which
the Group and its members are subject are becoming increasingly
stringent, including in the US where the newly sub-consolidated
operations and BUSL will be stress-tested and examined under the
FRB’s annual CCAR programme for the first time in 2017. Failure to
meet requirements of regulatory stress tests, or the failure by
regulators to approve the stress test results and capital plans of the
Group, could result in the Group being required to enhance its
capital position, limit capital distributions or position capital in
specific subsidiaries. For more informationon stress testing, please
see Supervision and Regulation on pages 147.

v) Regulatory action in the event of a bank failure

As described under ‘Supervision of the Group—Regulation in the EU
and UK — Recovery and Resolution developments’ on page 148. UK
resolution authorities have the right under certain circumstances to
intervene in the Group pursuant to the stabilisation and resolution
powers granted to them under the Banking Act and other applicable
legislation.

If any of the powers conferred on the BoE were to be exercised, or
there were an increased risk of exercise, in respect of the Group or
any entity within the Group, this might result in a material adverse
effect on the rights or interests of shareholders and creditors
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including holders of debt securities and could have a material
adverse effect on the market price of shares and other securities
issued by the Group. Such effects could include losses of
shareholdings or associated rights including, the dilution of
percentage ownership of the Group’s share capital, and may result
in creditors, including debt holders, losing all or a part of the value of
their investment in the Group’s issued securities.

vi) EU referendum

The UK held a referendum on 23 June 2016 on whether it should
remain a member of the EU. This resulted in a vote in favour of
leaving the EU. The result of the referendum means that the long-
term nature of the UK’s relationship with the EU is unclear and there
is uncertainty as to the nature and timing of any agreement with the
EU on the terms of exit. In the interim, there is a risk of uncertainty
for both the UK and the EU, which could adversely affect the
economy of the UK and the other economies in which we operate.
The potential risks associated with an exit from the EU have been
carefully considered by the Board and include:

Market risk

= Potential for continued market volatility (notably FX and interest
rates) given political uncertainty which could affect the value of
Trading Book positions.

Credit risk

Increased risk of a UK recession with lower growth, higher
unemployment and falling UK house prices. This would likely
negatively impact a number of Barclays’ portfolios, notably: higher
Loan-to-Value home loans, UK unsecured lending including cards
and Commercial Real Estate exposures.

Operational risk

= Changes to current EU “Passporting” rights: the UK’s withdrawal
from the EU may result in the loss of cross-border market access
rights which would require Barclays to make alternative licensing
arrangements in EU jurisdictions in which Barclays continues to
operate.

Uncertainty over UK’s future approach to EU freedom of
movement will impact Barclays’ access to the EU talent pool,
decisions on hiring from the EU of critical roles and rights to work
of current Barclays non-UK EU citizens located in the UK and UK
citizens located in the EU.

Legal risk

= The legal framework within which Barclays operates could change
and become more uncertain as the UK takes steps to replace or
repeal certain laws currently in force, which are based on EU
legislation and regulation. Certainty of existing contracts,
enforceability of legal obligations and uncertainty around the
outcome of disputes may be affected until the impacts of the loss
of the current jurisdictional arrangements between UK and EU
courts and the universal enforceability of judgements across the

EU, are fully known (including the status of existing EU case law.

Treasury and capital risk

= Potential for credit spread widening and reduced investor appetite
for Barclays debt issuance, which could negatively impact the cost
of and/or access to funding. Potential for continued market
volatility could affect Interest Rate Risk in the Banking Book, as
well as securities held by Barclays for liquidity purposes.

= Changes in the long-term outlook for UK interest rates might also
adversely affect UK Pension IAS19 liabilities.
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vii) Impairment

The introduction of the impairment requirements of IFRS 9 Financial
Instruments, due to be implemented on 1 January 2018, is expected
to result in higher impairment loss allowances that are recognised
earlier, on a more forward looking basis and on a broader scope of
financial instruments than is the case under IAS 39. Measurement
will involve increased complexity, judgement and is expected to
have a material financial impact and impairment charges will tend to
be more volatile. Unsecured products with longer expected lives,
such as revolving credit cards, are expected to be most impacted.
The capital treatment on the increased reserves is the subject of
ongoing discussion with regulators and across the industry, but
there is potential for significant adverse impact on regulatory capital
ratios. In addition, the move from incurred to expected credit losses
has the potential to impact the Group’s performance under stressed
economic conditions or regulatory stress tests. For more
information please refer to Note 1 Significant Accounting Policies on
pages 200 to203.

Barclays has a jointly accountable risk and finance implementation
and governance programme with representation from all impacted
departments. During 2016, work continued on the design and
builds of impairment models, systems, processes, governance,
controls and data collection and continues to be refined during
2017. During 2017, there is a planned parallel run which includes
continued model, process and output validation, testing, calibration
and analysis.

There will be three different layers of impairment committees. In
addition to the existing Group and Business level committees, Legal
Entity committees for BUK and Bl will also be in place. Committees
will be chaired by the Chief Risk Officer (CRO), with joint
accountability by both CROs and Chief Finance Officers (CFOs) for
signing off the results. The new IFRS 9 impairment committee
structure, with underlying key controls, is expected to be in
operation from Q2 2017. There will also be a Scenarios
Management Committee which will comprise of the CFO, the CRO,
the Head of Research and the Head of the Independent Scenarios
Team. This will be the senior governance body to review and
approve the scenario process. The scope of review will include the
scenarios and scenario narratives, the core set of macroeconomic
variables and any management overlays. The Scenario Management
Committee will attest that the scenarios adequately account for the
non-linearity and asymmetry of the loss distribution. Reported
results and key messages will be communicated to the Board Audit
Committee and Risk Executive Committee, who will have oversight
roles and provide challenge of key assumptions, including the basis
of the scenarios adopted.

Material existing and emerging risks by Principal Risk

Credit risk

The risk of loss to the firm from the failure of clients, customers or
counterparties, including sovereigns, to fully honour fully their
obligations to the firm, including the whole and timely payment of
principal, interest, collateral and other receivables.

The Group may suffer financial loss if any of its customers, clients or
market counterparties fails to fulfil their contractual obligations to
the Group. The Group may also suffer loss when the value of its
investment in the financial instruments of an entity falls as a result
of that entity’s credit rating being downgraded. In addition, the
Group may incur significant unrealised gains or losses due to
changes in the Group’s credit spreads or those of third parties, as
these changes affect the fair value of the Group’s derivative
instruments, debt securities that the Group holds or issues, and
loans held at fair value.
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i) Deterioration in political and economic environment

The Group’s performance is at risk from deterioration in the political
and economic environment (see also ‘Business conditions, general
economy and geopolitical issues’ on pages 54) which may result
from a number of uncertainties, including the following:

a) Specific regions
Adverse impacts on customers’ ability to service debt and may result
in result in higher impairment charges for the Group.

United Kingdom

Following the EU referendum on 23 June 2016 (see EU Referendum
on page 56), the UK may experience a period of political and
economic uncertainty throughout the negotiation period during
which exit options are hard to fully and accurately predict. The initial
impact has been the depreciation of Sterling resulting in higher
costs for companies exposed to imports and a more favorable
environment for exporters. Rising domestic costs resulting from
higher import prices may impact household incomes and the
affordability of consumer loans and home loans. In turn this may
affect businesses dependent on consumers for revenue. There has
also been a reduction in activity in both commercial and residential
real estate markets which has the potential to impact value.

United States

A significant proportion of the Group’s portfolio is located in the US,
including a major credit card portfolio and a range of corporate and
investment banking exposures. Stress in the US economy,
weakening GDP, rising unemployment and/or an increase in interest
rates could lead to increased levels of impairment.

Emerging Markets

Slower growth in China continues to affect a number of emerging
economies, particularly those with high fiscal deficits and those
reliant on short-term external financing and/or material reliance on
commodity exports. Their vulnerability has been further impacted by
the fall, and sustained volatility in oil prices, the strong US dollar and
the winding down of quantitative easing policies by some central
banks. The impact on the Group may vary depending on the
vulnerabilities present in each country, but the impact may result in
increased impairment charges through sovereign defaults, or the
inability or unwillingness of clients and counterparties in that
country to meet their debt obligations.

South Africa

The negative economic outlook in South Africa continues, with a
challenging domestic and external economic environment and
ongoing political uncertainty. Real GDP growth remains low
resulting in these domestic and global factors impacting credit
quality across our portfolios. In the retail sector, concerns remain
over the level of consumer indebtedness and affordability,
particularly as interest rates rise.

b) Interest rate rises, including as a result of slowing of monetary
stimulus, could impact consumer debt affordability and corporate
profitability

To the extent that central banks increase interest rates in certain
developed markets, particularly in our main markets, the UK and the
US, they are expected to be small and gradual in scale during 2017,
albeit following differing timetables. Recent increases in interest
rates occurred in the US with a 0.25% rise in December 2015 and
the same rise in December 2016. Whilst further increases may
support Group income, future interest rate increases, if larger or
more frequent than expectations, could cause stress in the loan
portfolio and underwriting activity of the Group. This would be
particularly applicable to non-investment grade lending, leading to
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the possibility of the Group incurring higher impairment. Higher
credit losses driving an increased impairment allowance would most
notably impact retail unsecured and secured portfolios as a result of
a reduction in recoverability and value of the Group’s assets,
coupled with a decline in collateral values.

Interest rate increases in developed markets may also negatively
impact emerging economies, as capital flows to mature markets to
take advantage of the higher returns and strengthening economic
fundamentals.

ii) Specific sectors

The Group is subject to risks arising from changes in credit quality
and recovery rate of loans and advances due from borrowers and
counterparties in a specific portfolio. Any deterioration in credit
quality could lead to lower recoverability and higher impairmentin a
specific sector. The following are areas of uncertainties to the
Group’s portfolio which could have a material impact on
performance.

a) UK property

With UK property representing a significant portion of the overall UK
Corporate and Retail credit exposure, the Group is at risk from a fall
in property prices in both the residential and commercial sectors in
the UK. Strong house price growth in London and the South East of
the UK, fuelled by foreign investment, strong buy-to-let (BTL)
demand and subdued housing supply, has resulted in affordability
metrics becoming stretched. Average house prices as at the end of
2016 were more than 7.9 times average earnings.

However, the recent EU referendum has had a negative impact on
home loans applications due to the increased uncertainty in the UK
housing market, with ongoing concerns regarding the potential for
falling house prices, particularly in London and the South East.
Further, a weakening economy would impact the home loans
portfolio as costs rise off the back of higher interest rates and
customers are impacted by inflationary affordability pressures.
Potential losses would likely be most pronounced in the higher Loan
to Value (LTV) segments as falling house prices lead to higher
impairment and negative capital impact as loss given default (LGD)
rates increase.

b) Natural resources

Despite limited recovery in oil and commodities prices, the risk of
losses and increased impairment is more pronounced where
leverage is higher, or in sectors currently subject to strain, notably oil
and gas, mining and metals and commodities. Sustained oil price
depression from its recent high continues and is driven by ongoing
global excess supply. The positioning of these portfolios focuses on
investment grade customers or collateralised positions. Continued
stress in this market does have the potential to further increase
credit losses and impairment where a decline in the value of oil
impacts both customer revenue and the value of our underlying
collateral.

c¢) Large single name losses

The Group has large individual exposures to single name
counterparties. The default of such counterparties could have a
significant impact on the carrying value of these assets. In addition,
where such counterparty risk has been mitigated by taking
collateral, credit risk may remain high if the collateral held cannot be
realised, or has to be liquidated at prices which are insufficient to
recover the full amount of the loan or derivative exposure. Any such
defaults could have a material adverse effect on the Group’s results
due to, for example, increased credit losses and higher impairment
charges.

d) Leverage finance underwriting
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The Group takes on significant sub-investment grade underwriting
exposure, including single name risk, particularly in the US and
Europe. The Group is exposed to credit events and market volatility
during the underwriting period. Any adverse events during this
period may potentially result in loss for the Group or an increased
capital requirement should there be a need to hold the exposure for
an extended period.

Market risk

The risk of loss arising from potential adverse changes in the
value of the firm’s assets and liabilities from fluctuation in market
variables including, but not limited to, interest rates, foreign
exchange, equity prices, commodity prices, credit spreads,
implied volatilities and asset correlations.

Increased uncertainty across global markets from such factors as an
unexpected slowdown in global economic growth, sudden changes
in monetary policy, unexpected foreign exchange volatility,
especially if accompanied by a significant deterioration in the depth
of marketplace liquidity (emerging risk).

The trading business model is focused on client facilitation in
wholesale financial markets, ranging from underwriting of debt and
equity on behalf of issuers, to acting as a market maker in
exchange-traded and over-the-counter products, to providing risk
management solutions.

The Group’s trading business is generally adversely exposed to a
prolonged period of elevated asset price volatility, particularly if it
negatively affects the depth of marketplace liquidity. Such a scenario
could impact the Group’s ability to execute client trades and may
also result in lower client flow-driven income and/or market-based
losses on its existing portfolio of market risks. These can include
having to absorb higher hedging costs from rebalancing risks that
need to be managed dynamically as market levels and their
associated volatilities change.

Treasury and capital risk

The ability of the Group to achieve its business plans may be
adversely impacted if it does not effectively manage its capital
(including leverage), and liquidity ratios.

The Group may not be able to achieve its business plans due to: i)
being unable to maintain appropriate capital ratios; ii) being unable
to meet its obligations as they fall due; iii) rating agency
downgrades; iv) adverse changes in foreign exchange rates on
capital ratios; v) negative interest rates; and vi) adverse movements
in the pension fund.

i) Inability to maintain appropriate prudential ratios

Should the Group be unable to maintain or achieve appropriate
capital ratios this could lead to: an inability to support business
activity; a failure to meet regulatory capital requirements including
any additional capital add-ons or the requirements set for regulatory
stress tests; increased cost of funding due to deterioration in
investor appetite or credit ratings; restrictions on distributions
including the ability to meet dividend targets; and/or the need to
take additional measures to strengthen the Group's capital or
leverage position. While the requirements in CRD IV are now in force
in the UK, further changes to regulatory capital requirements could
occur, whether as a result of: (i) further changes to EU legislation
(for example, expected implementation of Bank of International
Settlements (BIS) regulatory update recommendations through CRD
V, etc); (i) relevant binding regulatory technical standards updates
by the European Banking Authority (EBA); (i) changes to UK
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legislation; (iv) changes to PRA rules; (v) additional capital
requirements through Financial Policy Committee (FPC)
recommendations; or (vi) changes to international accounting
standards (IFRS). Such changes, either individually and/or in
aggregate, may lead to further unexpected additional requirements
in relation to the Group’s regulatory capital. For example, during
2016, the European Commission proposed substantial changes to
the CRD IV framework (including CRR) in line with internationally-
agreed standards. These include changes to the regulatory definition
of trading activity, standardised and advanced RWA calculation
methodologies for market risk and new standardised RWA rules for
counterparty credit risk. The proposal also includes phase-in
arrangements for the regulatory capital impact of IFRS9 and the
ongoing interaction of IFRS9 with the regulatory framework. The
Basel Committee has continued its post-crisis work on RWA and
leverage reform. Further standards are expected during the course
of 2017 on RWAs for credit risk and operational risk, limitations on
the use of internal models for RWA purposes and possible floors
based on standardised RWAs. The implementation timeframe for
these changes is not yet certain.

Additional prudential requirements may also arise from other
regulatory reforms, including UK, EU and US proposals on bank
structural reform and current proposals for ‘Minimum Requirement
for own funds and Eligible Liabilities (MREL) under the EU Bank
Recovery and Resolution Directive (BRRD). Included within these
reforms are the Bank of England’s latest responses to consultation
and statement of policy on MREL requirements for UK banks which
were published in November 2016 and which remain subject to
further changes.

Many of the expected regulatory proposals are still subject to
finalisation, with calibration and timing of implementation still to be
determined, and there is potential for the impacts to be different
from those originally expected when in final form. Overall, it is likely
that these changes in law and regulation will have an impact on the
Group as they are likely, when implemented, to require changes to
the legal entity structure of the Group and how businesses are
capitalised and funded. Any such increased prudential requirements
may also constrain the Group's planned activities, require balance
sheet reductions and could increase the Group’s costs, impact the
Croup's earnings and restrict the Group’s ability to pay dividends.
Moreover, if combined with a period of market dislocation or when
there is significant competition for the type of funding that the
Croup needs, it may be more difficult and/or costly to increase the
Group's capital resources.

ii) Inability to manage liquidity and funding risk effectively

Failure to manage its liquidity and funding risk effectively may result
in the Group either not having sufficient financial resources to meet
its payment obligations as they fall due or, although solvent, only
being able to meet these obligations at excessive cost. This could
cause the Group to fail to meet regulatory liquidity standards, be
unable to support day-to-day banking activities, or no longer be a
going concern.

iii) Credit rating changes and the impact on funding costs

A credit rating assesses the creditworthiness of the Group, its
subsidiaries and branches, and is based on reviews of a broad range
of business and financial attributes including risk management
processes and procedures, capital strength, asset quality, earnings,
funding, liquidity, accounting and governance. Any adverse event to
one or more of these attributes may lead to a downgrade, which in
turn could result in contractual outflows to meet contractual
requirements on existing contracts. Furthermore, outflows related to
a multiple-notch credit rating downgrade are included in the LRA
stress scenarios and a portion of the liquidity pool is held against
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this risk. There is a risk that any potential downgrades could impact
the Group’s performance should borrowing cost and liquidity
change significantly versus expectations or the credit spreads of the
Group be negatively affected.

For further information please refer to Credit Ratings in the Liquidity
Risk Performance section on page 73.

iv) Adverse changes in foreign exchange rates on capital ratios
The Group has capital resources, risk weighted assets and leverage
exposures denominated in foreign currencies. Changes in foreign
currency exchange rates may adversely impact the sterling
equivalent value of these items. As a result, the Group’s regulatory
capital ratios are sensitive to foreign currency movements, and any
failure to appropriately manage the Group’s balance sheet to take
account of foreign currency movements could result in an adverse
impact on regulatory capital and leverage ratios.

v) Negative interest rates

A fall in interest rates leading to an environment with negative
nominal interest rates would adversely impact Group profitability as
retail and corporate business income would decrease due to margin
compression. This is because the significant reduction in asset
income would not be offset by a reduction in cost in liabilities due to
the presence of a floor in our customer deposit and savings rates
which are typically set at positive level of rates.

vi) Adverse movements in the pension fund

Adverse movements between pension assets and liabilities for
defined benefit pension schemes could contribute to a pension
deficit. The liabilities discount rate is a key driver and, in accordance
with International Financial Reporting Standards (IAS 19), is derived
from the yields of high quality corporate bonds (deemed to be those
with AAratings) and consequently includes exposure to both risk-
free yields and credit spreads. Therefore, the Group’s defined
benefits scheme valuation would be adversely affected by a
prolonged fall in the discount rate or a persistent low rate and/or
credit spread environment. Inflation is another significant risk driver
to the pension fund, as the liabilities are adversely impacted by an
increase in long-term inflation expectations. However in the long
term, inflation and rates risk tend to be negatively correlated and
therefore partially offset each other.

Operational risk

The risk of loss to the firm from inadequate or failed processes or
systems, human factors or due to external events (for example
fraud) where the root cause is not due to credit or market risks.

The Croup is exposed to many types of operational risk. These
include: fraudulent and other internal and external criminal
activities; breakdowns in processes, controls or procedures (or their
inadequacy relative to the size and scope of the Group’s business);
systems failures or an attempt by an external party to make a
service or supporting technological infrastructure unavailable to its
intended users, known as a denial of service attack; and the risk of
geopolitical cyber threat activity which destabilises or destroys the
Croup’s information technology, or critical technological
infrastructure the Group depends upon but does not control. The
Group is also subject to the risk of business disruption arising from
events wholly or partially beyond its control, for example natural
disasters, acts of terrorism, epidemics and transport or utility
failures, which may give rise to losses or reductions in service to
customers and/or economic loss to the Group. All of these risks are
also applicable where the Group relies on outside suppliers or
vendors to provide services to it and its customers. The operational
risks that the Group is exposed to could change rapidly and there is
no guarantee that the Group's processes, controls, procedures and
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systems are sufficient to address, or could adapt promptly to, such
changing risks to avoid the risk of loss.

i) Cyber risk

The risk posed by cyber attacks is growing, with financial
institutions being a primary target of increasingly capable cyber
crime groups, as demonstrated by sophisticated targeted attacks
against global payment networks throughout 2016. The increased
maturity of online marketplaces for criminal services and stolen data
has reduced barriers to entry for criminals perpetrating financial
attacks which carry high reward and low risk of law enforcement
prosecution.

The cyber threat increases the inherent risk to the Group’s data
(whether it is held by the Group or in its supply chain), to the
integrity of financial transactions of the Group, its clients,
counterparties and customers, and to the availability of the Group’s
services. Failure to adequately manage this risk, and to continually
review and update processes, could result in increased fraud losses,
inability to perform critical economic functions, customer detriment,
potential regulatory censure and penalty, legal liability and
reputational damage.

ii) Infrastructure and technology resilience

The failure of the Group’s and its suppliers’ technology
infrastructures remain a material risk driver for the Group. The
increased use of technologies to support business strategy, and
customer and client demand, means any failures will be felt more
immediately and with greater impact.

Failure to adequately manage resilience in our technologies, real-
estate, and business and suppliers’ processes, may result in
disruption to normal service which could in turn result in significant
customer detriment, cost to reimburse losses incurred by our
customers, potential regulatory censure or penalty, and reputational
damage.

iii) Ability to hire and retain appropriately qualified employees
The Croup requires a diverse mix of highly skilled and qualified
colleagues to deliver its strategy and so is dependent on attracting
and retaining appropriately qualified and experienced individuals.
Barclays’ ability to attract and retain such talent is impacted by a
range of external and internal factors.

External regulation such as the introduction of the Individual
Accountability Regime and the required deferral and claw back
provisions of our compensation arrangements may make Barclays a
less attractive proposition relative to both our international
competitors and other industries. Similarly, the impact of the
planned exit of the UK from the EU could potentially have an impact
on our ability to hire and retain key employees.

Failure to attract or prevent the departure of appropriately qualified
employees who are dedicated to overseeing and managing current
and future regulatory standards and expectations, or who have the
necessary skills required to deliver the Group strategy, could
negatively impact our financial performance, control environment,
level of employee engagement and may result in disruption to
service which could in turn lead to customer detriment and
reputational damage.

iv) Tax risk

The Group is required to comply with the domestic and international
tax laws and practice of all countries in which it has business
operations. There is a risk that the Group could suffer losses due to
additional tax charges, other financial costs or reputational damage
as a result of failing to comply with such laws and practice or by
failing to manage its tax affairs in an appropriate manner. The Group
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also faces emerging risks from domestic and international tax
developments. For example, the OECD’s Base Erosion and Profit
Shifting (“BEPS”) project, and the implementation of its
recommendations into domestic law in countries around the world,
has the potential to significantly increase the compliance burden on
the Group, as well as to increase the incidence of double taxation on
the Group as a result of different countries adopting different
interpretations and approaches to the BEPS recommendations.

v) Critical accounting estimates and judgements

The preparation of financial statements in accordance with IFRS
requires the use of estimates. It also requires management to
exercise judgement in applying relevant accounting policies. The key
areas involving a higher degree of judgement or complexity, or areas
where assumptions are significant to the consolidated and individual
financial statements include provisions for conduct and legal,
competition and regulatory matters, fair value of financial
instruments, credit impairment charges for amortised cost assets,
impairment and valuation of available for sale investments, and
accounting for pensions and post-retirements benefits. There is a
risk that if the judgement exercised, or the estimates or assumptions
used, subsequently turn out to be incorrect, this could result in
significant loss to the Group, beyond what was anticipated or
provided for.

As part of the assets in the Non-core business, the Group holds a UK
portfolio of generally longer-term loans to counterparties in
Education, Social Housing and Local Authorities (ESHLA) sectors,
which are measured on a fair value basis. The valuation of this
portfolio is subject to substantial uncertainty due to the long-dated
nature of the portfolios, the lack of a secondary market in the
relevant loans and unobservable loan spreads. As a result of these
factors, the Group may be required to revise the fair values of these
portfolios to reflect, among other things, changes in valuation
methodologies due to changes in industry valuation practices and as
further market evidence is obtained in connection with the Non-core
asset run-off and exit process. For further information refer to Note
17 Fair value of financial investments etc of the Group’s
consolidated financial statements.

The further development of standards and interpretations under
IFRS could also significantly impact the financial results, condition
and prospects of the Group.

vi) Outsourcing

The Group depends on suppliers for the provision of many of our
services, though the Group continues to be accountable for risk
arising from the actions of such suppliers. Failure to monitor and
control our suppliers could potentially lead to client information, or
our critical infrastructures and services, not being adequately
protected.

The dependency on suppliers and sub-contracting of outsourced
services introduces concentration risk where the failure of specific
suppliers could have an impact on our ability to continue to provide
services that are material to the Group.

Failure to adequately manage outsourcing risk could result in
increased losses, inability to perform critical economic functions,
customer detriment, potential regulatory censure and penalty, legal
liability and reputational damage.

vii) Data quality

The quality of the data used in models across Barclays has a
material impact on the accuracy and completeness of our risk and
financial metrics. The evolution of complex modelling underpinning
risk decisions, forecasting and capital calculations, demands greater
precision in our data. Failure to manage data standards accordingly
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may have a material adverse effect on the quality of our risk
management.

viii) Operational precision and payments

The risk of material errors in operational processes, including
payments, are exacerbated during the present period of significant
levels of structural and regulatory change, the evolving technology
landscape, and a transition to digital channel capabilities.

Material operational or payment errors could disadvantage our
customers, clients or counterparties and could result in regulatory
censure and penalties, legal liability and reputational damage.

Model risk

The risk of the potential adverse consequences from financial
assessments or decisions based on incorrect or misused model
outputs and reports.

Barclays uses models to support a broad range of business and risk
management activities, including informing business decisions and
strategies, measuring and limiting risk, valuing exposures,
conducting stress testing, assessing capital adequacy, supporting
new business acceptance and risk/reward evaluation, managing
client assets, or meeting reporting requirements.

Models are imperfect and incomplete representations of reality, and
so they may be subject to errors affecting the accuracy of their
outputs. Models may also be misused. Model errors or misuse may
result in the Group making inappropriate business decisions and
being subject to financial loss, regulatory risk, reputational risk
and/or inadequate capital reporting.

Conduct risk

The risk of detriment to customers, clients, market integrity,
competition or Barclays from the inappropriate supply of financial
services, including instances of wilful or negligent misconduct.

Barclays is committed to ensuring that positive customer and client
outcomes and protecting market integrity are integral to the way the
firm operates. This includes taking reasonable steps to ensure our
culture and strategy are appropriately aligned to these objectives;
our products and services are reasonably designed and delivered to
meet the needs of our customers and clients, as well as maintaining
the fair and orderly operation of the markets in which we do
business.

Certain other risks referenced herein may result in detriment to
customers, clients and market integrity if not managed effectively.
These include but are not limited to: cyber risk; infrastructure and
technology resilience; ability to hire and retain qualified people;
outsourcing; data quality; operational precision and payments;
regulatory change; structural reform; change and execution risk; and
the exit of the UK from the EU.

i) Execution of strategic divestment in non-core businesses

As Barclays executes strategic decisions to exit products, businesses
or countries, the firm must consider and mitigate any potential
detriment to customers, clients and market integrity. There is a risk
some customers and clients may have reduced market access and a
limited choice of alternative providers, or transitions to alternate
providers could cause disruptions. There is also a risk the firm’s
strategic divestments may impact market liquidity or result in
adverse pricing movements. In connection with any country exits,
there is a risk that any ongoing cross-border activities into those
countries are not conducted in accordance with local laws and
regulations. The crystallisation of any of these risks could cause
detriment to customers, clients and market integrity, as well as
regulatory sanctions, financial loss and reputational damage.
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ii) Product governance and sales practices

Effective product governance, including design, approval and
periodic review of products, and appropriate controls over various
internal and third-party sales channels are critical to ensuring
positive outcomes for customers and clients. In particular, Barclays
must ensure that its remuneration practices and performance
management framework are designed to prevent conflicts of
interest and inappropriate sales incentives. Failure of product
governance and sales controls could result in the sale of products
and services that fail to meet the needs of or are unsuitable for
customers and clients, regulatory sanctions, financial loss and
reputational damage.

iii) Trading controls and benchmark submissions

Maintaining controls over trading activities and benchmark
submissions is critical to ensuring the trust of our customers, clients
and other market participants. These controls must be designed to
ensure compliance with all applicable regulatory requirements, as
well as to prevent market manipulation, unauthorised trading and
inadvertent errors. A failure of these controls could result in
detriment to customers and clients, disruptions to market integrity,
regulatory sanctions, financial loss and reputational damage. The
risk of failure could be enhanced by the changes necessary to
address various new regulations, including but not limited to the
Markets in Financial Instruments Directive Il.

iv) Financial Crime

The management of Financial Crime remains a key area of
regulatory focus. Delivering a robust control environment to ensure
that the Bank effectively manages the risks of Money Laundering,
Terrorist Financing, Sanctions and Bribery and Corruption protects
the Bank, its customers and its employees, as well as society at
large, from the negative effects of financial crime. Failure to
maintain an effective control environment may lead to regulatory
sanctions, financial loss and reputational damage.

v) Data protection and privacy

The proper handling of data and protection of data privacy is critical
to developing trust and sustaining long-term relationships with our
customers and clients. Inadequate protection of data (including data
held and managed by third party suppliers) could lead to security
compromise, data loss, financial loss and other potential detriment
to our customers and clients, as well as regulatory sanctions,
financial loss and reputational damage. The risk of failure could be
enhanced by the changes necessary to address various new
regulations, including but not limited to the EU Data Protection
Initiative.

vi) Regulatory focus on culture and accountability

Various regulators around the world have emphasised the
importance of culture and personal accountability in helping to
ensure appropriate conduct and drive positive outcomes for
customers, clients and markets integrity. Regulatory changes such
as the new UK Senior Managers Regime and Conduct Rules coming
into effect in 2017, along with similar regulations in other
jurisdictions, will require Barclays to enhance its organisational and
operational governance to evidence its effective management of
culture and accountability. Failure to meet these new requirements
and expectations may lead to regulatory sanctions, financial loss
and reputational damage.

Reputation risk

The risk that an action, transaction, investment or event will
reduce trust in the firm’s integrity and competence by clients,
counterparties, investors, regulators, employees or the public.

Climate change, human rights and support for the defence sector

Barclays Bank PLC Annual Report 2016 61



Risk review

Material existing and emerging risks

Any one transaction, investment or event that, in the perception of
key stakeholders reduces their trust in the firm’s integrity and
competence, may have the potential to give rise to risk to Barclays
reputation. Barclays’ association with sensitive sectors is often an
area of concern for stakeholders and the following topics have been
of particular interest:

Fossil fuels: As the Paris agreement on CO2 emissions comes into
force, banks are coming under increased pressure from civil society,
shareholders and potentially national governments regarding the
management and disclosure of their climate risks and opportunities,
including the activities of certain sections of their client base;

Human Trafficking: The UK Modern Slavery Act came into force in
October 2015 and with the scrutiny of global business investments
rising, the risks of association with human rights violations are
growing within the banking sector, through the perceived indirect
involvement in human rights abuses committed by clients and
customers. Campaigners have been seeking to hold all parties in the
value chain to account for environmental and human rights
violations where they occur; and

Defence Sector: Supporting the manufacture and export of military
and riot control goods and services continues to require significant
review internally in order to ensure compliance with all relevant
requirements and to avoid reputational damage.

Legal risk

The risk of loss or imposition of penalties, damages or fines from
the failure of the firm to meet its legal obligations including
regulatory or contractual requirements.

Legal, competition and regulatory matters

Legal disputes, regulatory investigations, fines and other sanctions
relating to conduct of business and breaches of legislation and/or
regulations may negatively affect the Group’s results, reputation and
ability to conduct its business.

The Group conducts diverse activities in a highly regulated global
market and therefore is exposed to the risk of fines and other
sanctions relating to the conduct of its business. In recent years
authorities have increasingly investigated past practices, pursued
alleged breaches and imposed heavy penalties on financial services
firms. This trend is expected to continue. A breach of applicable
legislation and/or regulations could result in the Group or its staff
being subject to criminal prosecution, regulatory censure, fines and
other sanctions in the jurisdictions in which it operates, particularly
in the UK and the US. Where clients, customers or other third parties
are harmed by the Group’s conduct, this may also give rise to legal
proceedings, including class actions. Other legal disputes may also
arise between the Group and third parties relating to matters such
as breaches, enforcement of legal rights or obligations arising under
contracts, statutes or common law. Adverse findings in any such
matters may result in the Group being liable to third parties seeking
damages, or may result in the Group’s rights not being enforced as
intended.

Details of legal, competition and regulatory matters to which the
Group is currently exposed are set out in Note 28 legal, competition
and regulatory matters. In addition to matters specifically described
in Note 28, the Group is engaged in various other legal proceedings
in the UK and US and a number of other overseas jurisdictions which
arise in the ordinary course of business. The Group is also subject to
requests for information, investigations and other reviews by
regulators, governmental and other public bodies in connection with
business activities in which the Group is or has been engaged. The
Group is keeping all relevant agencies briefed as appropriate in
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relation to these matters on an ongoing basis. In light of the
uncertainties involved in legal, competition and regulatory matters,
there can be no assurance that the outcome of a particular matter
or matters will not be material to the Group’s results of operations
or cash flow for a particular period, depending on, amongst other
things, the amount of the loss resulting from the matter(s) and the
amount of income otherwise reported for the period.

The outcome of legal, competition and regulatory matters, both
those to which the Group is currently exposed and any others which
may arise in the future, is difficult to predict. However, in connection
with such matters the Group may incur significant expense,
regardless of the ultimate outcome, and any such matters could
expose the Group to any of the following: substantial monetary
damages and/or fines; remediation of affected customers and
clients; other penalties and injunctive relief; additional litigation;
criminal prosecution in certain circumstances; the loss of any
existing agreed protection from prosecution; regulatory restrictions
on the Group’s business operations including the withdrawal of
authorisations; increased regulatory compliance requirements;
suspension of operations; public reprimands; loss of significant
assets or business; a negative effect on the Group’s reputation; loss
of investor confidence and/or dismissal or resignation of key
individuals.

In January 2017, Barclays PLC (BPLC) was sentenced to serve three
years of probation from the date of the sentencing order in
accordance with the terms of its May 2015 plea agreement with the
DO)J. During the term of probation BPLC must, amongst other
things, (i) commit no crime whatsoever in violation of the federal
laws of the United States, (ii) implement and continue to implement
a compliance programme designed to prevent and detect the
conduct that gave rise to the plea agreement and (iii) strengthen its
compliance and internal controls as required by relevant regulatory
or enforcement agencies. Potential consequences of breaching the
plea agreement include the imposition of additional terms and
conditions on the Group, an extension of the agreement, or the
criminal prosecution of BPLC, which could, in turn, entail further
financial penalties and collateral consequences and have a material
adverse effect on the Group’s business, operating results or financial
position.

There is also a risk that the outcome of any legal, competition or
regulatory matters in which the Group is involved may give rise to
changes in law or regulation as part of a wider response by relevant
law makers and regulators. A decision in any matter, either against
the Group or another financial institution facing similar claims, could
lead to further claims against the Group.
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An overview of Barclays’ approach to risk management

For a more detailed breakdown on our risk review and risk management contents
please see pages 64 to 155.

More detailed information on how Barclays manages these risks can be found in
Barclays PLC 2016 Pillar 3 Report.
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There are no differences in the manner in which risks are managed
and measured between the Barclays Bank PLC Group and the
Barclays PLC Group. Therefore the material risks listed below are for
Barclays PLC which includes the Barclays Bank PLC Group.

Introduction

Barclays engages in activities which entail risk taking, every day,
throughout its business. This section introduces these risks, and
outlines key governance arrangements for managing them. These
include roles and responsibilities, frameworks, policies and
standards, assurance and lessons learned processes. The Group’s
approach to fostering a strong Risk Culture is also described.

Enterprise Risk Management Framework (ERMF)

The Group has clear risk management objectives and a strategy to
deliver them through core risk management processes. The ERMF
sets the strategic direction by defining clear standards, objectives
and responsibilities for all areas of Barclays. It supports the CEO and
CRO in embedding effective risk management and a strong Risk
Culture.

The ERMF sets out:

= Principal Risks faced by the group

= Risk Appetite requirements

= Roles and responsibilities for risk management
= Risk Committee structure.

A revised ERMF was approved by the Board in December 2016. This
includes a revised risk taxonomy comprising eight Principal Risks.
Credit, market, funding, operational and conduct risk have been
aligned to this new taxonomy and the management of these risks
has not materially changed. Model risk, reputation risk and legal risk
are newly classified as Principal Risks in the latest version of the
ERMEF, reflecting the heightened importance of these risk types in
the current environment. In 2016, Model Risk was managed under
the ERMF. These policies supplemented the key risk control
framework underlying the financial risk types and applied to all
businesses and functions in which financial risks were incurred or
managed. Reputation risk was considered as part of conduct risk
and legal risk was included as a sub-risk type under operational risk.
In this Annual Report, the Risk Management sections (page 64)
follow the new Principal Risk taxonomy of eight risks, reflecting our
current approach to risk management. The Risk Performance
sections (page 82) follow the Principal Risk taxonomy (of five risks)
which prevailed during 2016. Information on reputation risk
performance in 2016 is included as part of the Conduct Risk section,
information on legal risk performance in 2016 can be found in the
Material Existing and Emerging Risks section (page 54), the
Supervision and Regulation section (page 147) and Note 29 to the
Financial Statements (page 271). The definition of the Three Lines of
Defence and associated responsibilities were also revised. The ERMF
also contains a revised governance structure, including new Group
and Business Risk committees, with representation from the first
and second lines of defence.

Principal Risks

The ERMF identifies Principal Risks and sets out responsibilities and
risk management standards. Note that Legal, Reputation and Model
risks are Principal Risks from January 2017 following Board approval
in December 2016.

Financial Principal Risks:

= Credit risk: The risk of loss to the firm from the failure of clients,
customers or counterparties, including sovereigns, to fully honour
their obligations to the firm, including the whole and timely
payment of principal, interest, collateral and other receivables
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= Market risk: The risk of loss arising from potential adverse
changes in the value of the firm’s assets and liabilities from
fluctuation in market variables including, but not limited to,
interest rates, foreign exchange, equity prices, commodity prices,
credit spreads, implied volatilities and asset correlations

= Treasury and capital risk: This comprises:

- Liquidity risk: The risk that the firm is unable to meet its
contractual or contingent obligations or that it does not have
the appropriate amount, tenor and composition of funding
and liquidity to support its assets
Capital risk: The risk that the firm has an insufficient level or
composition of capital to support its normal business
activities and to meet its regulatory capital requirements
under normal operating environments or stressed conditions
(both actual and as defined for internal planning or regulatory
testing purposes). This includes the risk from the firm'’s
pension plans
Interest rate risk in the banking book: The risk that the firm is
exposed to capital or income volatility because of a mismatch
between the interest rate exposures of its (non-traded) assets
and liabilities

Non-Financial Principal Risks:

= Operational risk: The risk of loss to the firm from inadequate or
failed processes or systems, human factors or due to external
events (for example fraud) where the root cause is not due to
credit or market risks.

Model risk: The risk of the potential adverse consequences from
financial assessments or decisions based on incorrect or misused
model outputs and reports

Reputation risk: The risk that an action, transaction, investment or
event will reduce trust in the firm’s integrity and competence by
clients, counterparties, investors, regulators, employees or the
public

Conduct risk: The risk of detriment to customers, clients, market
integrity, competition or Barclays from the inappropriate supply of
financial services, including instances of wilful or negligent
misconduct

Legal risk: The risk of loss or imposition of penalties, damages or
fines from the failure of the firm to meet its legal obligations
including regulatory or contractual requirements

Risk Appetite for the Principal Risks

Risk Appetite is defined as the level of risk which the firm is prepared
to accept in the conduct of its activities. The Risk Appetite of the
firm:

specifies the level of risk we are willing to take and why, to enable
specific risk taking activities

considers all Principal Risks individually and, where appropriate, in
aggregate

communicates the acceptable level of risk for different risk types;
this may be expressed in financial or non-financial terms, and is
measured and effectively monitored

describes agreed parameters for the firm’s performance under
varying levels of financial stress with respect to profitability

is considered in key decision-making processes, including
business planning, mergers and acquisitions, new product
approvals and business change initiatives.

Risk Appetite is approved and disseminated across legal entities and
businesses, including by use of Mandate and Scale limits to enable
and control specific activities that have material concentration risk
implications for the firm. These limits also help reduce the likelihood
and size of one-off losses. The Risk Appetite must be formally
reviewed on at least an annual frequency in conjunction with the
Medium Term Planning (MTP) process and approved by the Board.
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Roles and responsibilities in the management of risk —
the Three Lines of Defence

All colleagues have a responsibility to contribute to the risk
management of the group. These responsibilities are set out in the
“Three Lines of Defence”. In 2016 these definitions were simplified.
Regardless of their function, all teams who manage processes in the

= identifying all the risks in the activities in which they are engaged,
and developing appropriate policies, standards and controls to
govern their activities

= operating within any and all limits which the Risk and Compliance
functions establish in connection with the Risk Appetite of the
firm

= escalating risk events to senior managers and Risk and
Compliance.

Internal controls are critical to running a cost-effective and stable
business. To ensure these controls remain strong, sustainable, and
efficient the new strategic position of Chief Controls Officer has
been created. The Chief Controls Office will help to maintain and
enhance an effective and consistent control framework across the
organisation.

The first line must establish their own policies and controls (subject
to the Controls Framework of the firm), particularly with respect to
operational activities, and require their colleagues to manage all
controls to specified tolerances. These control-related activities are
also considered First Line and are permitted so long as they are
within any applicable limits established by Risk or Compliance. All
activities in the first line are subject to oversight from the relevant
parts of the second and third lines.

Second Line of Defence:

Employees of Risk and Compliance comprise the Second Line of
Defence. The role of the Second Line is to establish the limits, rules
and constraints under which first line activities shall be performed,
consistent with the Risk Appetite of the firm, and to monitor the
performance of the First Line against these limits and constraints.

The Second Line may not establish limits for all First Line activities,
especially those related to Operational Risk. The controls for these
will ordinarily be established by Controls Officers operating within
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firm are responsible for designing, implementing, remediating,
monitoring and testing the controls for those processes.

First Line of Defence:

The First Line comprises all employees engaged in the revenue
generating and client facing areas of the firm and all associated
support functions, including Finance, Treasury, Technology and
Operations, Human Resources etc. Employees in the first line are
responsible for:

the Controls Framework of the firm, under the oversight of the
Second Line.

The Second Line can also undertake certain additional activities if, in
the judgement of the Group CRO, this will reduce the firm’s
exposure to risk.

Third Line of Defence:

Employees of Internal Audit comprise the Third Line of Defence.
They provide independent assurance to the Board and Executive
Management over the effectiveness of governance, risk
management and control over current, systemic and evolving risks.

The Legal department does not sit in any of the three lines, but
supports them all. The Legal department is, however, subject to
oversight from Risk and Compliance, with respect to Operational
and Conduct Risks.

Roles and responsibilities in the management of risk —
risk committees

Business Risk Committees consider Risk matters relevant to their
business, and escalate as required to the Group Risk Committee
(GRC), whose Chairman in turn escalates to Board Committees and
the Board.

There are five Board-level fora which review and monitor risk across
the Group. These are: The main Board, the Board Risk Committee,
the Board Audit Committee, the Board Reputation Committee and
the Board Remuneration Committee.

The Chairman of each Committee prepares a statement each year
on the committee’s activities, which is included in this report at page
54.
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The Board

One of the Board’s (Board of Directors of Barclays PLC)
responsibilities is the approval of Risk Appetite (see the Risk
Management and Strategy section on page 64), which is the level of
risk the Group chooses to take in pursuit of its business objectives.
The Group CRO (GCRO) regularly presents a report to the Board
summarising developments in the risk environment and
performance trends in the key portfolios. The Board is also
responsible for the ERMF. It oversees the management of the most
significant risks through regular review of risk exposures. Executive
management responsibilities relating to this are set out in the ERMF.

The Board Risk Committee (BRC)

The BRC monitors the Group’s risk profile against the agreed
financial appetite. Where actual performance differs from
expectations, the actions taken by management are reviewed to
ensure that the BRC is comfortable with them. After each meeting,
the Chairman of the BRC prepares a report for the next meeting of
the Board. All members are independent executive directors. The
Group Finance Director (GFD) and the GCRO attend each meeting
as a matter of course.

The BRC also considers the Group’s risk appetite statement for
operational risk and evaluates the Group’s operational risk profile
and operational risk monitoring.

The BRC receives regular and comprehensive reports on risk
methodologies, the effectiveness of the risk management
framework, and the Group’s risk profile, including the key issues
affecting each business portfolio and forward risk trends. The
Committee also commissions in-depth analyses of significant risk
topics, which are presented by the CRO or senior risk managers in
the businesses.

The Board Reputation Committee (RepCo)

The RepCo reviews management’s recommendations on conduct
and reputational risk and the effectiveness of the processes by
which the Group identifies and manages these risks. It also reviews
and monitors the effectiveness of Barclays’ Citizenship strategy,
including the management of Barclays’ economic, social and
environmental contribution.

In addition, the Board Audit and Board Remuneration Committees
receive regular risk reports to assist them in the undertaking of their
duties.

The Board Audit Committee (BAC)

The BAC receives regular reports on the effectiveness of internal
control systems, quarterly reports on material control issues of
significance, and quarterly papers on accounting judgements
(including impairment). It also receives a quarterly review of the
adequacy of impairment allowances, which it reviews relative to the
risk inherent in the portfolios, the business environment, the
Group’s policies and methodologies and the performance trends of
peer banks. The Chairman of the BAC also sits on the BRC.

The Board Remuneration Committee (RemCo)

The RemCo receives a detailed report on risk management
performance from the BRC, regular updates on the risk profile and
proposals on an ex-ante and ex-post risk adjustments to variable
remuneration. These inputs are considered in the setting of
performance incentives.

Summaries of the relevant business, professional and risk
management experience of the Directors of the Board are presented
in the Board of Directors section on pages 51 to 52. The terms of
reference and additional details on membership and activities for
each of the principal Board Committees are available from the
Corporate Governance section at: group.barclays.com/About-
us/Management-structure/Corporate-governance.
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Barclays’ Risk Culture

Barclays defines Risk Culture as “norms, attitudes and behaviours
related to risk awareness, risk taking and risk management”. At
Barclays this is reflected in how we identify, escalate and manage
risk matters.

Our Code of Conduct — the Barclays Way

Clobally, all colleagues must attest to the “Barclays Way”, our Code
of Conduct, and all frameworks, policies and standards applicable to
their roles. The Code of Conduct outlines the Purpose and Values
which govern our Barclays Way of working across our business
globally. It constitutes a reference point covering all aspects of
colleagues’ working relationships, specifically (but not exclusively)
with other Barclays employees, customers and clients, governments
and regulators, business partners, suppliers, competitors and the
broader community.

Definition of Risk Culture and its determinants
We review our culture through the lens of four “determinants”,
associated with desired outcomes:

= Management and governance: Consistent tone from the top;
responsibilities are clear to enable identification and challenge

= Motivation and incentives: The right behaviours are rewarded
and modelled

= Competence and effectiveness: Colleagues are enabled to
identify, coordinate, escalate and address risk and control matters

= Integrity: Colleagues are willing to meet their risk management
responsibilities; colleagues escalate issues on a timely basis.

Management and governance

Leaders must demonstrate through their everyday behaviours the
importance of strong risk management and ensure that their teams
have sufficient resource and capability to manage the risk
environment.

The simplification of the three lines of defence, as well as the
reorganisation of business and risk committees with first and
second lines of defence representation promote ownership and
accountabilities for risk management.

Motivation and incentives
Barclays seeks to ensure that compensation and promotion
decisions take account of risk behaviours.

Management of risk and control is assessed as part of the annual
performance appraisal process for all colleagues globally. Positive
risk management behaviours will be rewarded and considered as
part of promotion decisions, particularly to Managing Director.

Competence and effectiveness

A risk capability scorecard was developed for the Board Risk
Committee to monitor and measure capability, and to identify any
areas for improvement. Barclays has also appointed a Chief Risk
Officer for Treasury and Capital and a Head of Model Risk
Management.

Integrity

The “Being Barclays” global induction supports new colleagues in
understanding how risk management culture and practices support
how the Group does business and the link to Barclays’ values. The
Leadership Curriculum covers the building, sustaining and
supporting a trustworthy organisation and is offered to colleagues
globally.

The continued promotion and reinforcement of Barclays’ Values, as
well as the Barclays Way was reflected in the near-perfect rate of
completion of related training by employees. Messages and
communications from the Chief Risk Officer emphasise the
importance of early escalation of risk issues.
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Credit risk

The risk of loss to the firm from the failure of clients,
customers or counterparties, including sovereigns, fully
to honour their obligations to the firm, including the
whole and timely payment of principal, interest,
collateral and other receivables

Overview

The granting of credit is one of the Group’s major sources of income
and, as a Principal Risk, the Group dedicates considerable resources
to its control. The credit risk that the Group faces arises mainly from
wholesale and retail loans and advances together with the
counterparty credit risk arising from derivative contracts with
clients. Other sources of credit risk arise from trading activities,
including: debt securities, settlement balances with market
counterparties, available for sale assets and reverse repurchase
loans.

Credit risk management objectives are to:

* maintain a framework of controls to ensure credit risk-taking is
based on sound credit risk management principles

= identify, assess and measure credit risk clearly and accurately
across the Group and within each separate business, from the
level of individual facilities up to the total portfolio

= control and plan credit risk-taking in line with external
stakeholder expectations and avoiding undesirable
concentrations

= monitor credit risk and adherence to agreed controls
= ensure that risk-reward objectives are met

Credit risk mitigation

The Group employs a range of techniques and strategies to actively
mitigate the counterparty credit risks. These can broadly be
divided into three types:

= netting and set-off
= collateral
= risk transfer.

Netting and set-off

In most jurisdictions in which the Group operates, credit risk
exposures can be reduced by applying netting and set-off. In
exposure terms, this credit risk mitigation technique has the largest
overall impact on net exposure to derivative transactions, compared
with other risk mitigation techniques.

Organisation and structure

Wholesale and retail portfolios are managed separately to reflect the
differing nature of the assets; wholesale balances tend to be larger
and are managed on an individual basis, while retail balances are
larger in number but smaller in value and are, therefore, managed
on a homogenous portfolio basis.
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For derivative transactions, the Group’s normal practice is to enter
into standard master agreements with counterparties (e.g. ISDAS).
These master agreements typically allow for netting of credit risk
exposure to a counterparty resulting from derivative transactions
against the obligations to the counterparty in the event of default,
and so produce a lower net credit exposure. These agreements may
also reduce settlement exposure (e.g. for foreign exchange
transactions) by allowing payments on the same day in the same
currency to be set-off against one another.

Collateral
The Group has the ability to call on collateral in the event of default
of the counterparty, comprising:

= home loans: a fixed charge over residential property in the form of
houses, flats and other dwellings

wholesale lending: a fixed charge over commercial property and
other physical assets, in various forms

other retail lending: includes charges over motor vehicles and
other physical assets, second lien charges over residential
property, and finance lease receivables

derivatives: the Group also often seeks to enter into a margin
agreement (e.g. CSA) with counterparties with which the Group
has master netting agreements in place

reverse repurchase agreements: collateral typically comprises
highly liquid securities which have been legally transferred to the
Group subject to an agreement to return them for a fixed price

financial guarantees and similar off-balance sheet commitments:
cash collateral may be held against these arrangements.

Risk transfer

A range of instruments including guarantees, credit insurance,
credit derivatives and securitisation can be used to transfer credit
risk from one counterparty to another. These mitigate credit risk in
two main ways:

if the risk is transferred to a counterparty which is more credit
worthy than the original counterparty, then overall credit risk is
reduced

where recourse to the first counterparty remains, both
counterparties must default before a loss materialises. This is less
likely than the default of either counterparty individually so credit
risk is reduced.

Detailed policies are in place to ensure that credit risk mitigation is
appropriately recognised and recorded and more information can be
found in the Barclays PLC 2016 Pillar 3 Report.

More information of the reporting of credit risk can be found in
Barclays PLC 2016 Pillar 3 Report.

Credit risk management responsibilities have been structured so
that decisions are taken as close as possible to the business, while
ensuring robust review and challenge of performance, risk
infrastructure and strategic plans. The credit risk management
teams in each business are accountable to the relevant Business
CRO who, in turn, reports to the Group CRO.
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Roles and responsibilities

The responsibilities of the credit risk management teams in the
businesses, the sanctioning team and other shared services include:
sanctioning new credit agreements (principally wholesale); setting
policies for approval of transactions (principally retail); setting risk
appetite; monitoring risk against limits and other parameters;
maintaining robust processes, data gathering, quality, storage and
reporting methods for effective credit risk management; performing
effective turnaround and workout scenarios for wholesale portfolios
via dedicated restructuring and recoveries teams; maintaining
robust collections and recovery processes/units for retail portfolios;
and review and validation of credit risk measurement models.

For wholesale portfolios, credit risk approval is undertaken by
experienced credit risk professionals operating within a clearly
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defined delegated authority framework, with only the most senior
credit officers entrusted with the higher levels of delegated
authority. The largest credit exposures, which are outside the Risk
Sanctioning Unit or Risk Distribution Committee authority require
the support of the Group Senior Credit Officer (GSCO), the Group’s
most senior credit risk sanctioner. For exposures in excess of the
GSCO’s authority, approval by Group CRO is required. In the
wholesale portfolios, credit risk managers are organised in
sanctioning teams by geography, industry and/or product.

The role of the Central Risk function is to provide Group-wide
direction, oversight and challenge of credit risk-taking. Central Risk
sets the Credit Risk Control Framework, which provides the
structure within which credit risk is managed, together with
supporting credit risk policies.
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Market risk

The risk of loss arising from potential adverse changes
in the value of the firm'’s assets and liabilities from
fluctuation in market variables including, but not
limited to, interest rates, foreign exchange, equity
prices, commodity prices, credit spreads, implied
volatilities and asset correlations.

Overview

Market risk

Market risk arises primarily as a result of client facilitation in
wholesale markets, involving market making activities, risk
management solutions and execution of syndications. Upon
execution of a trade with a client, the Group will look to hedge
against the risk of the trade moving in an adverse direction.
Mismatches between client transactions and hedges result in
market risk due to changes in asset prices.

Market risk in the businesses resides primarily in Barclays
International, Group Treasury and Non-Core. These businesses have
the mandate to incur market risk.

Market risk oversight and challenge is provided by business
committees and Group committees, including the Market Risk
Committee.

Roles and responsibilities

The objectives of market risk management are to:

= understand and control market risk by robust measurement, limit
setting, reporting and oversight

= facilitate business growth within a controlled and transparent risk
management framework
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= ensure that market risk in the businesses is controlled according
to the allocated appetite

= support the Non-Core strategy of asset reductions by ensuring
that market risk remains within agreed risk appetite.

To ensure the above objectives are met, a well established
governance structure is in place to manage these risks consistent
with the ERMF. See page 64 on risk management strategy,
governance and risk culture.

The BRC recommends market risk appetite to the Board for their
approval. The Market Risk Principal Risk Officer (MRPRO) is
responsible for the Market Risk Control Framework and, under
delegated authority from the CRO, agrees with the BCROs a limit
framework within the context of the approved market risk appetite.

Across the Group, market risk oversight and challenge is provided
by business committees, Group committees, including the Market
Risk Committee.

The Market Risk Committee approves and makes recommendations
concerning the Group-wide market risk profile. This includes
overseeing the operation of the Market Risk Framework and
associated standards and policies; reviewing arising market or
regulatory issues, limits and utilisation; and risk appetite levels to the
Board. The Committee is chaired by the MRPRO and attendees
include the business heads of market risk, business aligned market
risk managers and Internal Audit.

The head of each business is accountable for all market risks
associated with its activities, while the head of the market risk team
covering each business is responsible for implementing the risk
control framework for market risk.

More information on market risk management can be found in
Barclays PLC Pillar 3 Report.
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Treasury and capital risk

The risk that the Group may not achieve its business
plans because of the availability of planned liquidity, a
shortfall in capital or a mismatch in the interest rate
exposures of its assets and liabilities. The Treasury and
Capital Risk function is an independent risk function
with responsibility for oversight of the following risks:

= Liquidity risk: The risk that the firm is unable to
meet its contractual or contingent obligations or that
it does not have the appropriate amount, tenor and
composition of funding and liquidity to support its
assets

= Capital risk: The risk that the firm has an insufficient
level or composition of capital to support its normal
business activities and to meet its regulatory capital
requirements under normal operating environments
or stressed conditions (both actual and as defined

Organisation and structure
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for internal planning or regulatory testing purposes).
This includes the risk from the firm’s pension plans

® Interest rate risk in the banking book: The risk that
the firm is exposed to capital or income volatility
because of a mismatch between the interest rate
exposures of its (non-traded) assets and liabilities.

Overview

Barclays Treasury manages treasury and capital risk on a day-to-day
basis with the Treasury Committee acting as the principal
management body. To ensure effective oversight and segregation of
duties and in line with the ERMF, the Treasury and Capital Risk
function is responsible for oversight key capital and liquidity risk
management activities.

To ensure effective oversight and segregation of duties and in line
with the ERMF, the Treasury and Capital Risk function is responsible
for oversight key capital, liquidity, non-traded market risk (NTMR)
and pension risk management activities. The following describes the
structure and governance associated with the risk types within the
Treasury and Capital Risk function.
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Capital risk management

Overview

Capital risk is managed through ongoing monitoring and
management of the capital position, regular stress testing and a
robust capital governance framework.

Organisation and structure

The management of capital risk is integral to the Group’s approach
to financial stability and sustainability management, and is
embedded in the way businesses and legal entities operate.

Capital risk management is underpinned by a control framework
and policy. The capital management strategy, outlined in the Group
and legal entity capital plans, is developed in alignment with the
control framework and policy for capital risk, and is implemented
consistently in order to deliver on the Group’s objectives.

The Board approves the Group capital plan, internal and regulatory
stress tests, and the Group recovery plan. The Treasury Committee
is responsible for monitoring and managing capital risk in line with
the Group’s capital management objectives, capital plan and risk
frameworks. The Board Risk Committee reviews the risk profile, and
annually reviews risk appetite and the impact of stress scenarios on
the Group capital plan/forecast in order to agree the Group’s
projected capital adequacy.

Local management ensures compliance with an entity’s minimum
regulatory capital requirements by reporting to local Asset and
Liability Committees with oversight by the Group’s Treasury
Committee, as required.

Roles and responsibilities

Treasury has the primary responsibility for managing and
monitoring capital and reports to the Group Finance Director. The
Treasury and Capital Risk function contains a Capital Risk Oversight
team, and is an independent risk function that reports to the Group
CRO and is responsible for oversight of capital risk.
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Capital risk management

The Group’s capital management strategy is driven by the strategic
aims of the Group and the risk appetite set by the Board. The
Croup’s objectives are achieved through well embedded capital
management practices.

Capital planning and allocation

The Group assesses its capital requirements on multiple bases, with
the Group’s capital plan set in consideration of the Group’s risk
profile and appetite, strategic and performance objectives,
regulatory requirements, and market and internal factors, including
the results of stress testing. The capital plan is managed on a top-
down and bottom-up basis through both short-term and medium-
term financial planning cycles, and is developed with the objective
of ensuring that the Group maintains an adequate level of capital to
support its capital requirements.

The PRA determines the regulatory capital requirements for the
consolidated Group. Under these regulatory frameworks, capital
requirements are set in consideration of the level of risk that the firm
is exposed to and the factors above, and are measured through both
risk-based Risk Weighted Assets (“RWAs”) and leverage-based
metrics. An internal assessment of the bank’s capital adequacy is
undertaken through the Internal Capital Adequacy Assessment
Process (ICAAP) and is used to inform the capital requirements of
the firm.

The Group expects to meet the minimum requirements for capital
and leverage both during the transition period and upon full
implementation, and also holds an internal buffer sized according to
the firm’s assessment of capital risk.

Through the capital planning process, capital allocations are
approved by the Group Executive committee, taking into
consideration the risk appetite and strategic aims of the Group.
Regulated legal entities are, at a minimum, capitalised to meet their
current and forecast regulatory and business requirements.

Monitoring and reporting
Capital is managed and monitored to ensure that Barclays’ capital
plans remain appropriate and that risks to the plans are considered.

Limits are in place to support alignment with the capital plan and
adherence to regulatory requirements, and are monitored through
appropriately governed forums. Capital risks against firm-specific
and macroeconomic early warning indicators are monitored and
reported to the Treasury Committee, with clear escalation channels
to senior management. This enables a consistent and objective
approach to monitoring the capital outlook against the capital plan,
and supports the early identification when outlooks deteriorate.

Capital management information is readily available to support the
Senior Management’s strategic and day-to-day business decision
making.

Stress testing and risk mitigation

Internal group-wide stress testing is undertaken to quantify and
understand the impact of sensitivities on the capital plan and capital
ratios arising from stressed macroeconomic conditions. Recent
economic, market and peer institution stresses are used to inform
the assumptions developed for internal stress tests and to assess
the effectiveness of mitigation strategies.

The Group also undertakes stress tests prescribed by the BoE and
EBA, and legal entities undertake stress tests prescribed by their
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local regulators. These stress tests inform decisions on the size and
quality of the internal capital buffer required and the results are
incorporated into the Group capital plan to ensure adequacy of
capital under normal and severe, but plausible stressed conditions.

Actions are identified as part of the stress tests that can be taken to
mitigate the risks that may arise in the event of material adverse
changes in the current economic and business outlook. As an
additional layer of protection, the Group Recovery Plan defines the
actions and implementation strategies available to the Group to
increase or preserve capital resources in the situation that a stress
occurs that is more severe than anticipated.

Transferability of capital

Surplus capital held in Group entities is required to be repatriated to
Barclays Bank PLC in the form of dividends and/or capital
repatriation, subject to local regulatory requirements, exchange
controls and tax implications. This approach provides optimal
flexibility on the re-deployment of capital across legal entities. Pre
and post the implementation of ring-fencing, capital is managed for
the Group as a whole as well as its operating subsidiaries to ensure
fungibility and redeployment of capital while meeting relevant
internal and regulatory targets at entity levels.

Foreign exchange risk

The Group has capital resources and risk weighted assets
denominated in foreign currencies. Changes in foreign exchange
rates result in changes in the Sterling equivalent value of foreign
currency denominated capital resources and RWAs. As a result, the
Group’s regulatory capital ratios are sensitive to foreign currency
movements.

The Group’s capital ratio management strategy is to minimise the
volatility of the capital ratios caused by foreign exchange rate
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movements. To achieve this, the Group aims to maintain the ratio of
foreign currency CET1, Tier 1 and Total capital resources to foreign
currency RWAs the same as the Group’s consolidated capital ratios.

The Group’s investments in foreign currency subsidiaries and
branches, to the extent that they are not hedged for foreign
exchange movements, translate into GBP upon consolidation
creating CET1 capital resources sensitive to foreign currency
movements. Changes in the GBP value of the investments due to
foreign currency movements are captured in the currency
translation reserve, resulting in a movement in CET1 capital.

To create foreign currency Tier 1 and Total Capital resources
additional to the CET1 capital resources, the Group issues debt
capital in non-Sterling currencies, where possible. This is primarily
achieved through the issuance of debt capital from Barclays PLC or
Barclays Bank PLC in US Dollar and Euro, but can also be achieved
by subsidiaries issuing capital in local currencies.

Pension risk

The Group 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 principally
through investments.

Pension risk arises because the estimated market value of the
pension fund assets might decline; investment returns might
reduce; or the estimated value of the pension liabilities might
increase as a result of changes to the market process. The Group
monitors the market risks arising from its defined benefit pension
schemes, and works with the Trustees to address shortfalls. In these
circumstances, the Group could be required or might choose to
make extra contributions to the pension fund. The Group’s main
defined benefit scheme was closed to new entrants in 2012.
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Liquidity risk management

Overview

The efficient management of liquidity is essential to the Group in
retaining the confidence of the financial markets and ensuring that
the business is sustainable. There is a control framework in place for
managing liquidity risk and this is designed to meet the following
objectives:

= To maintain liquidity resources that are sufficient in amount and
quality and a funding profile that is appropriate to meet the
liquidity risk appetite as expressed by the Board

= To maintain market confidence in the Group’s name.

This is achieved via a combination of policy formation, review and
governance, analysis, stress testing, limit setting and monitoring.
Together, these meet internal and regulatory requirements.

Roles and responsiblities

The Treasury and Capital Risk function is responsible for the
management and governance of the liquidity risk mandate defined
by the Board. Treasury has the primary responsibility for managing
liquidity risk within the set risk appetite.

The Board sets the LRA over Group stress tests and is represented
as the level of risk the Group chooses to take in pursuit of its
business objectives and in meeting its regulatory obligations. The
approved LRA is implemented in line with the control framework
and policy for liquidity risk.

Liquidity risk management

A control framework is in place for Liquidity Risk function under
which the Treasury function operates. The control framework
describes liquidity risk management processes, associated policies

Risk Appetite and planning

Barclays has established a LRA over Group stress tests and is
represented as the level of liquidity risk the Group chooses to take in
pursuit of its business objectives and in meeting its regulatory
obligations.

The key expression of the liquidity risk is through stress tests. It is
measured with reference to the liquidity pool compared to
anticipated stressed net contractual and contingent outflows for
each of five stress scenarios. Barclays has defined both internal
short term and long term LRA stress test metrics.

The LRA for internal stress tests is approved by the Board. The LRA
is reviewed on a continuous basis and is subject to formal review at
least annually as part of the Individual Liquidity Adequacy
Assessment Process (ILAAP).

home.barclays/annualreport

and controls that the Group has implemented to manage liquidity
risk with the Liquidity Risk Appetite (LRA) and is subject to annual
review.

The board sets the LRA over Group stress tests and is represented
as the level of risk the Group chooses to take in pursuit of its
business objectives and in meeting its regulatory obligations. The
approved LRA is implemented in line with the control framework
and policy for liquidity risk.

Control framework

Barclays has a comprehensive control framework for managing the
Croup’s liquidity risk. It is designed to deliver the appropriate term
and structure of funding consistent with the LRA set by the Board.

The control framework incorporates a range of ongoing business
management tools to monitor, limit and stress test the Group’s
balance sheet and contingent liabilities and a Contingency Funding
Plan. Limit setting and transfer pricing are tools that are designed to
control the level of liquidity risk taken and drive the appropriate mix
of funds. Together, these tools reduce the likelihood that a liquidity
stress event could lead to an inability to meet the Group’s
obligations as they fall due.

The stress tests assess the potential contractual and contingent
stress outflows under a range of scenarios, which are then used to
determine the size of the liquidity pool that is immediately available
to meet anticipated outflows if a stress occurs.

The Group maintains a Contingency Funding Plan which details how
liquidity stress events of varying severity would be managed. Since
the precise nature of any stress event cannot be known in advance,
the plans are designed to be flexible to the nature and severity of the
stress event and provide a menu of options that can be drawn upon
as required. Barclays also maintains Recovery Plans which consider
actions to generate additional liquidity in order to facilitate recovery
in a severe stress.

The stress outflows are used to determine the size of the Group
Liquidity Pool, which represents those resources immediately
available to meet outflows in a stress. In addition to the liquidity
pool, the control framework and policy provides for other
management actions, including generating liquidity from other
liquid assets on the Group’s balance sheet in order to meet
additional stress outflows, or to preserve or restore the Liquidity
Pool in the event of a liquidity stress.

Liquidity limits

Barclays manages limits on a variety of on and off-balance sheet
exposures, a sample of which is shown in the table below. These
limits serve to control the overall extent and composition of liquidity
risk taken by managing exposure to the cash outflows.
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Early warning indicators

Barclays monitors a range of market indicators for early signs of
liquidity risk either in the market or specific to Barclays, a sample of
which are shown in the table below. These are designed to
immediately identify the emergence of increased liquidity risk to
maximise the time available to execute appropriate mitigating
actions. Early warning indicators are used as part of the assessment
of whether to invoke the Group’s Contingency Funding Plan, which
provides a framework for how the liquidity stress would be
managed.

Contingency funding plan and recovery & resolution planning
Barclays maintains a Contingency Funding Plan (CFP) which is
designed to provide a framework where a liquidity stress could be
effectively managed. The CFP is proportionate to the nature, scale
and complexity of the business and is tested to ensure that it is
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operationally robust. The CFP details the circumstances in which the
plan could be invoked, including as a result of adverse movements
in liquidity early warning indicators. As part of the plan, the Barclays
Treasurer has established a Liquidity Management Committee
(LMC). On invocation of the CFP by the Executive Committee, the
LMC would meet to identify the likely impact of the event on the
Group and determine the appropriate response for the nature and
severity of the stress.

The CFP provides a communication plan and includes management
actions to respond to liquidity stresses of varying severity. This
could include monetising the liquidity pool, slowing the extension of
credit, increasing the tenor of funding and securitising or selling
assets.
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Interest rate risk in the banking book management

Overview

Banking book operations generate non-traded market risk, primarily
through interest rate risk arising from the sensitivity of net interest
margins to changes in interest rates. To manage interest rate risk
within its defined risk appetite, the principal banking business
engage in internal derivative trades with Treasury. However, the
businesses remain susceptible to market risk from six key sources:

direct risk: the mismatch between the run-off of product balances
and the associated interest rate hedge, given that the balance
sheet is held static

structural risk: the impact of the rate shock on the rolling hedge
replenishment rate on non-maturity products, given that the
balance sheet is held static

prepayment risk: balance run-off may be faster or slower than
expected, due to customer behaviour in response to general
economic conditions or interest rates. This can lead to a mismatch
between the actual balance of products and the hedges executed
with Treasury based on initial expectations

recruitment risk: the volume of new business may be lower or
higher than expected, requiring the business to unwind pre-
hedging or execute hedging transactions with Treasury at
different rates than expected

residual risk and margin compression: the business may retain a
small element of interest rate risk to facilitate the day to day
management of customer business. Additionally, in the current
low rate environment, deposits on which the Group sets the
interest rate are exposed to margin compression. This is because
for any further fall in base rate the Group must absorb an
increasing amount of the rate move in its margin

lag risk: the risk of being unable to re-price products immediately
after a change in interest rates due to both mandatory notification
periods and operational constraints in large volume mailings. This
is highly prevalent in managed rates savings product (e.g. Every
Day Saver) where customers must be informed in writing of any
planned reduction in their savings rates.

Non-traded market risk also arises from the Liquidity Buffer
investment portfolio, which is managed to a defined risk appetite.
Investments in the liquidity buffer are generally subject to available
for sale accounting rules; changes in the value of these assets
impact capital via the available for sale reserve.
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Roles and responsibilities

The Treasury Market Risk team:
= Provides risk management oversight and monitoring of all traded-

and non-traded market risk in Treasury, which specifically
includes risk management of the liquidity buffer, funding
activities, asset and liability management hedging, residual
interest rate risk from the hedge accounting solution and foreign
exchange translation hedging

Sets and monitors risk limits to ensure non-traded market risk
taken in Treasury and the customer banking book adheres to
agreed risk appetite.

The Interest rate risk in the banking book team:
= Assesses interest rate risk in the banking book, particularly as it

relates to customer banking book and Treasury

= Acts as review and challenge of the first line’s risk management
practices and decisions including the hedging activity performed
by Treasury on behalf of the business

= Acts as review and challenge for the behavioural assumptions
used in hedging and transfer pricing.
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Operational risk

The risk of loss to the firm from inadequate or failed
processes or systems, human factors or due to external
events (for example fraud) where the root cause is not
due to credit or market risks.

Overview

The management of operational risk has two key objectives:

* minimise the impact of losses suffered, both in the normal course of
business (small losses) and from extreme events (large losses)

= improve the effective management of the Group and strengthen its
brand and external reputation.

The Group is committed to the management and measurement of
operational risk and was granted a waiver by the FSA (now the PRA)
to operate an Advanced Measurement Approach (AMA) for
operational risk, which commenced in January 2008. The majority of
the Group calculates regulatory capital requirements using AMA (94%
of capital requirements), except for small parts of the organisation
acquired since the original permission (6% of capital requirements)
using the Basic Indicator Approach (BIA). The Group works to
benchmark its internal operational risk management and
measurement practices with peer banks and to drive the further
development of advanced techniques.

The Group is committed to operating within a strong system of
internal controls that enables business to be transacted and risk taken
without exposing the Group to unacceptable potential losses or
reputational damages. The Group has an overarching framework that
sets out the approach to internal governance. This guide establishes
the mechanisms and processes by which the Board directs the
organisation, through setting the tone and expectations from the top,
delegating authority and monitoring compliance.
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Operational Risk comprises a number of specific risks defined as
follow:

external supplier: inadequate selection and ongoing management
of external suppliers

financial reporting: reporting mis-statement or omission within
external financial or regulatory reporting

fraud: dishonest behaviour with the intent to make a gain or cause a
loss to others

information: inadequate protection of the Group’s information in
accordance with its value and sensitivity

payments process: failure in operation of payments processes

people: inadequate people capabilities, and/or performance/reward
structures, and/or inappropriate behaviours

premises & security: unavailability of premises (to meet business
demand) and/or safe working environments, and inadequate
protection of physical assets, employees and customers against
external threats

taxation: failure to comply with tax laws and practice which could
lead to financial penalties, additional tax charges or reputational
damages

technology (including cyber security): failure to develop and
deploy secure, stable and reliable technology solutions which
includes risk of loss or detriment to the Group’s business and
customers as a result of actions committed or facilitated through
the use of networked information systems

transaction operations: failure in the management of critical
transaction processes.

In order to ensure complete coverage of the potential adverse impacts
on the Group arising from operational risk, the operational risk
taxonomy extends beyond the operational risks listed above to cover
areas included within conduct risk. For more information on conduct
risk please see page 79.

These risks may result in financial and/or non-financial impacts
including legal/regulatory breaches or reputational damages.
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Roles and responsibilities

The prime responsibility for the management of operational risk and
the compliance with control requirements rests with the business and
functional units where the risk arises. The operational risk profile and
control environment is reviewed by business management through
specific meetings which cover governance, risk and control.
Businesses are required to report their operational risks on both a
regular and an event-driven basis. The reports include a profile of the
material risks that may threaten the achievement of their objectives
and the effectiveness of key controls, operational risk events and a
review of scenarios.

The Group Head of Operational Risk is responsible for establishing,
owning and maintaining an appropriate Group-wide Operational Risk
Framework and for overseeing the portfolio of operational risk across
the Group.

Operational risk management acts in a second line of defence
capacity, and is responsible for implementation of the framework and
monitoring operational risk events and risk exposures. Key indicators
(Kls) allow the Group to monitor its operational risk profile and alert
management when risk levels exceed acceptable ranges or risk
appetite levels and drive timely decision making and actions. Through
attendance at business GRC meetings, operational risk management
provides specific risk input into the issues highlighted and the overall
risk profile of the business. Operational risk issues escalated from
these meetings are considered through the second line of defence
review meetings. Depending on their nature, the outputs of these
meetings are presented to the BRC or the BAC.

Risk and control self-assessments

The Group identifies and assesses all material risks within each
business and evaluates the key controls in place to mitigate those
risks. Managers in the businesses use self-assessment techniques to
identify risks, evaluate the effectiveness of key controls in place and
assess whether the risks are being effectively managed. The
businesses are then able to make decisions on what action, if any, is
required to reduce the level of risk to the Group. These risk
assessments are monitored on a regular basis to ensure that each
business continually understands the risks it faces.
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Model risk management

Model risk

Model risk is the potential for adverse consequences
arising from decisions based on incorrect or misused
model outputs.

Overview

Barclays uses models to support a broad range of activities,
including informing business decisions and strategies, measuring
and limiting risk, valuing exposures, conducting stress testing,
assessing capital adequacy, managing client assets, and meeting
reporting requirements.

Because models are imperfect and incomplete representations of
reality, they may be subject to errors affecting the accuracy of their
output.

Model errors can result in inappropriate business decisions being
made, financial loss, regulatory risk, reputational risk and/or
inadequate capital reporting.

Models may also be misused, for instance applied to products that
they were not intended for, or not adjusted, where fundamental
changes to their environment would justify re-evaluating their core
assumptions.

Errors and misuse are the primary sources of model risk.

Robust model risk management is crucial to ensuring that model risk
is assessed and managed within a defined risk appetite. Strong
model risk culture, appropriate technology environment, and

Roles and responsibilities

The key model risk management activities include:

adequate focus on understanding and resolving model limitations are
crucial components.

Organisation and structure

Barclays allocates substantial resources to identify and record
models and their usage, document and monitor the performance of
models, validate models and ensure that model limitations are
adequately addressed.

Barclays has a dedicated Model Risk Management (MRM) function
that consists of two main units: the Independent Validation Unit
(IVU), responsible for model validation and approval, and Model
Governance and Controls (MGC), covering model risk governance,
controls and reporting, including ownership of model risk policy.

The model risk policy prescribes group-wide, end to end
requirements for the identification, measurement and management
of model risk, covering model documentation, development,
implementation, monitoring, annual review, independent validation
and approval, change and reporting processes. The Policy is
supported by global Standards covering model inventory,
documentation, validation, complexity and materiality, testing and
monitoring, overlays, as well as vendor models and CCAR
benchmarking.

Barclays is continuously enhancing model risk management. MRM
reports to the Group Chief Risk Officer and operates a global
framework. Implementation of best practice standards is a central
objective of the Group. Large new model development programmes
are currently in motion to implement the model requirements of UK
structural reform, CCAR, FRTB and IFRS9.

ensuring that models are correctly identified across all relevant areas of the firm, and recorded in the Group Models Database (GMD), the Group-

wide model inventory. The heads of the relevant areas (typically, the Business Chief Risk Officers, Business Chief Executive Officers, the Treasurer,
the Chief Financial Officer etc) annually attest to the completeness and accuracy of the model inventory. MGC undertakes regular conformance
reviews on the model inventory. These activities are detailed in the Model Inventory, Workflow and Taxonomy Standard

ensuring that every model has a model owner who is accountable for the model. The model owner must sign off models prior to submission to

IVU for validation. The model owner works with the relevant technical teams (model developers, implementation, monitoring, data services,
regulatory) to ensure that the model presented to IVU is and remains fit for purpose, in accordance with the Model Documentation Standard, and

the Model Testing, Monitoring and Annual Review Standard

ensuring that every model is subject to validation and approval by IVU, prior to being implemented and on a continual basis, in accordance with

the Model Validation and Approval Standard. The level of review and challenge applied by IVU is tailored to the materiality and complexity of each
model. Validation includes a review of the model assumptions, conceptual soundness, data, design, performance testing, compliance with
external requirements if applicable, as well as any limitations, proposed remediation and overlays with supporting rationale. Material model

changes are subject to prioritised validation and approval

models, and model complexity and materiality.
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specific Standards cover model risk management activities relating to CCAR benchmarking and challenger modelling, model overlays, vendor
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Conduct risk management

Conduct risk

The risk of detriment to customers, clients, market integrity, competition or Barclays from the inappropriate supply of
financial services, including instances of wilful or negligent misconduct.

Overview

The Group defines, manages and mitigates conduct risk with the goals of providing positive customer and client outcomes and protecting market
integrity. This includes taking reasonable steps to ensure our culture and strategy are appropriately aligned to these goals; our products and
services are reasonably designed and delivered to meet the needs of our customers and clients as well as promoting the fair and orderly operation
of the markets in which we do business.

As part of the Enterprise Risk Management Framework (ERMF) refresh (page 64), Reputation risk has been designated as a Principal Risk and
Financial Crime has been designated as a Risk Category under Conduct Risk.

Organisation and structure

The Group Risk Committee (GRC) is the most senior Executive body responsible for reviewing and monitoring the effectiveness of Barclays’ management
of conduct risk.

Roles and responsibilities

The Conduct PRF comprises a number of elements that allow the Group to manage and measure its conduct risk profile.

The PRF is implemented vertically across the Group through an organisational structure that requires all businesses to implement and operate their
own conduct risk frameworks that meet the requirements within the ERMF.

The primary responsibility for managing conduct risk and compliance with control requirements sits with the business where the risk arises. The
Conduct Risk Accountable Executive for each business is responsible for ensuring the implementation of, and adherence to the PRF.

The Group Chief Compliance Officer is responsible for owning and maintaining an appropriate Group-wide Conduct Risk PRF and for
overseeing Group-wide conduct risk management.

Businesses are required to report their conduct risks on both a quarterly and an event-driven basis. The quarterly reports detail conduct risks
inherent within the business strategy and include forward looking horizon scanning analysis as well as backward looking evidence-based
indicators from both internal and external sources. For details please refer to the Risk Review, Conduct Risk Performance section of this report (page
144).
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Reputation risk management

Reputation risk

The risk that an action, transaction, investment or
event will reduce trust in the firm’s integrity and
competence by clients, counterparties, investors,
regulators, employees or the public

Overview

A reduction of trust in Barclays’ integrity and competence may
reduce the attractiveness of Barclays to stakeholders and could lead

Roles and responsibilities

The Chief Compliance Officer is accountable for ensuring that a
Reputation Principal Risk Framework and policies are developed
and that they are subject to limits, monitored, reported on and
escalated, as required.

Reputation risk it is by nature pervasive and can be difficult to
quantify, requiring more subjective judgment than many other
risks. The Reputation Principal Risk Framework sets out what is
required to ensure reputation risk is managed effectively and
consistently across the bank.
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to negative publicity, loss of revenue, regulatory or legislative action,
loss of existing and potential client business, reduced workforce
morale and difficulties in recruiting talent. Ultimately it may destroy
shareholder value.

With effect from 2017, Reputation Risk has been re-designated as a
Principal Risk within the Enterprise Risk Management Framework.

Organisation and structure

The Group Risk Committee (GRC) is the most senior Executive body
responsible for reviewing and monitoring the effectiveness of Barclays’
management of Reputation Risk.

The primary responsibility for identifying and managing reputation
risk and adherence to the control requirements sits with the
business and support functions where the risk arises.

Each business is required to operate within established reputation
risk appetite and to submit quarterly reports to the Group
Reputation Management team, highlighting their most significant
current and potential reputation risks and issues and how they are
being managed. These reports are a key internal source of
information for the quarterly reputation risk reports which are
prepared for the Group Risk Committee and the Board Reputation
Committee.
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Legal risk

Legal risk

The risk of loss or imposition of penalties, damages or
fines from the failure of the firm to meet its legal
obligations including regulatory or contractual
requirements

Overview

With effect from 2017, legal risk, which was previously a Key Risk
under operational risk, has been re-designated as a Principal Risk
within the Enterprise Risk Management Framework.

The Legal Risk Framework prescribes group-wide requirements for
the identification, measurement and management of legal risk,
covering assessment, risk appetite, key indicators and governance.
The Group General Counsel (GCC) is the Legal Principal Risk Officer
and owns the Legal Risk Framework and the associated legal
policies.

Legal risk is defined by the five respective Legal Policies:

Roles and responsibilities

The Legal Risk Framework sets out what is required to ensure legal
risk is managed effectively and consistently across the bank.

The primary responsibility for managing legal risk and adherence
to the control requirements sits with the business where the risk
arises.

On behalf of the businesses, the aligned General Counsel or Legal
Senior Management, will undertake legal risk appetite
assessments and provide advice and guidance on legal risk
management. The legal risk assessment includes both
quantitative and qualitative criteria including:
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= Contractual arrangements - failure to have enforceable contracts
in place or for contracts to be enforceable as intended

Litigation management - failure to adequately manage litigation
involving Barclays as either claimant or defendant

Intellectual property (IP) - failure to protect the Group’s IP assets
or Barclays infringing IP rights of third parties
Competition/antitrust law - failure to follow
competition/antitrust law or failure to manage relationships with
competition and antitrust authorities

Use of law firms - failure to control instruction of an external law
firm.

Group-wide and Business/Function specific Standards may be put in
place to support the implementation of the legal policies. The
standards are aligned to one of the policies and are implemented by
Businesses/Functions.

Organisation and structure

The Group Risk Committee (GRC) is the most senior executive body
responsible for reviewing and monitoring the effectiveness of Barclays’
management of legal risk. Escalation paths from this forum exist to the
Board Audit Committee and Board Reputation Committee.

= Knowledge of legal risk material control issues or weaknesses

= Emerging risks resulting from upcoming changes in the control
environment, systems, or internal organisational structures

= Potential implications on Barclays of forthcoming changes in the
external legal and regulatory environment and/or prevailing
decisions from courts and enforcing authorities as they relate to
defined legal risks.

The Legal Principal Risk Officer is responsible for owning and
maintaining an appropriate Legal Risk Framework and for
ov er seeing Group-wide legal risk management.
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Risk performance

Maintaining our risk profile at an acceptable and appropriate level is essential to ensure our continued performance. This
section provides a review of the performance of the Group in 2016 for each of the five Principal Risks, which are credit,
market, funding, operational, and conduct risk.

Refer to the Risk Management section (pages 63 to 81) for an overview of the changes to Barclays’ Principle Risk
taxonomy in December 2016.

Credit risk: 83
Market risk: 106
Funding risk - Capital risk: 115
Funding risk - Liquidity risk: 121
Operational and legal risk: 141
Conduct and reputational risk: 144
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Risk performance

Analysis of credit risk

Credit risk is the risk of the Group suffering financial
loss should any of its customers, clients, or market
counterparties fail to fulfil their contractual obligations
to the Group.

This section details the Group’s credit risk profile and
provides information on the Group’s exposure to loans
and advances to customer and banks, maximum
exposures with collateral held and net impairment
charges raised in the year. It provides information on
balances that are categorised as credit risk loans,
balances in forbearance, as well as exposure to and
performance metrics for specific portfolios and asset

types.

Key metrics

= Credit impairment charges in 2016 were 35% higher
than 2015:

+£608m Group

Loan impairment increased reflecting higher charge following the
management review of the UK and US cards portfolio impairment
modelling, and a number of single name exposures.

+£555m Retail Core

Performance across key portfolios has remained stable and broadly
within expectations

+£63m Wholesale Core

Increases in line with portfolio growth and impact of stress in Oil &
Cas portfolios earlier in the year

-£10m Non-Core

Lower charge reflects sale of Southern Europe cards business

= Net Loans and advances to customers and banks decreased by
2%in 2016

® The loan loss rate rose to 53bps

home.barclays/annualreport
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Summary of Contents

= Credit risk overview and summary of performance
= Analysis of the balance sheet
= The Group’s maximum exposure and collateral and other
credit enhancements held
= The Group’s approach to manage and represent credit
quality
= Asset credit quality
= Balance sheet credit quality

= Analysis of the concentration of credit risk
= Geographic concentrations
= Croup exposures to specific countries
= Industrial concentrations

= Analysis of problem loans
= Age analysis of loans and advances that are past due but
not impaired
= Analysis of loans and advances assessed as impaired

= Impairment
= Impairment allowances
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Credit risk represents a significant risk to the Group and mainly
arises from exposure to wholesale and retail loans and advances
together with the counterparty credit risk arising from derivative
contracts entered into with clients.

This section provides a macro view of the Group’s credit exposures.

The Group reviews and monitors risk concentrations in a variety of
ways to ensure the continuation of a diversified portfolio operating
within agreed appetites.

This sections outlines performance against key concentration risks
at a macro Group level.

The Group monitors exposures to assets where there is a
heightened likelihood of default and assets where an actual default
has occurred.

This section outlines the exposure to assets that have been
classified as impaired analysing the exposures between business
units and by key product types.

The Group holds impairment provisions on the balance sheet as a
result of the raising of a charge against profit for incurred losses in
the lending book. An impairment allowance may either be
identified or unidentified and individual or collective.
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Credit risk

Credit risk

Credit risk is the risk of the Group suffering financial
loss if any of its customers, clients or market
counterparties fails to fulfil their contractual
obligations to the Group.

All disclosures in this section (pages 86 to 105) are unaudited unless

otherwise stated. Disclosures for 2016 exclude BAGL balances now
held for sale. whilst comparative tables for 2015 include BAGL
balances unless stated otherwise.

Overview

Credit risk represents a significant risk to the Group and mainly
arises from exposure to wholesale and retail loans and advances
together with the counterparty credit risk arising from derivative
contracts entered into with clients. A summary of performance may
be found below.

This section provides an analysis of areas of particular interest or
potentially of higher risk, including: i) balance sheet, including the
maximum exposure, and collateral, and loans and advances; ii) areas
of concentrations ; iii) exposure to and performance metrics for
specific portfolios and assets types, including home loans, credit
cards and UK commercial real estate; iv) exposure and performance
of loans on concession programmes, including forbearance; v)
problem loans, including credit risk loans (CRLs); and vi)
impairment, including impairment stock and management
adjustments to model outputs.

Please see risk management section on pages 63 to 81 for details of
governance, policies and procedures.

Summary of performance in the period

Credit impairment charges increased £0.6bn to £2.4bn including a
£0.3bn charge in Q316 following the management review of the UK
and US cards portfolio impairment modelling. Overall, this resulted
in a 11bps increase in the loan loss rate to 53bps.

Credit Risk Loans (CRLs) remained stable at £6.5bn (2015: £6.4bn)
with the Group’s CRL coverage ratio increasing to 71% (2015: 65%)
mainly within retail portfolios.

Total loans and advances net of impairment decreased by £11.4bn
to £449.5bn driven by a £31bn decrease due to the reclassification
of BAGL balances to held for sale and £9bn from the exit of other
assets in Non-Core. This was offset by lending growth of £20bn and
a net £9bn increase in settlement and cash collateral balances.

Analysis of the Balance Sheet

Group’s maximum exposure and collateral and other credit
enhancements held

Basis of preparation
The following tables present a reconciliation between the Group’s
maximum exposure and its net exposure to credit risk; reflecting the
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financial effects of collateral, credit enhancements and other actions
taken to mitigate the Group’s exposure.

For financial assets recognised on the balance sheet, maximum
exposure to credit risk represents the balance sheet carrying value
after allowance for impairment. For off-balance sheet guarantees,
the maximum exposure is the maximum amount that the Group
would have to pay if the guarantees were to be called upon. For loan
commitments and other credit related commitments that are
irrevocable over the life of the respective facilities, the maximum
exposure is the full amount of the committed facilities.

This and subsequent analyses of credit risk include only financial
assets subject to credit risk. They exclude other financial assets not
subject to credit risk, mainly equity securities held for trading, as
available for sale or designated at fair value, and traded
commodities. Assets designated at fair value in respect of linked
liabilities to customers under investment contracts have also not
been included as the Group is not exposed to credit risk on these
assets. Credit losses in these portfolios, if any, would lead to a
reduction in the linked liabilities and not result in a loss to the Group.
For off balance sheet exposures certain contingent liabilities not
subject to credit risk such as performance guarantees are excluded.

Both on and off balance sheet exposures for 2016 exclude BAGL
balances now held for sale. Comparative tables for 2015 include
BAGL balances unless stated otherwise.

The Group mitigates the credit risk to which it is exposed through
netting and set-off, collateral and risk transfer. Further detail on the
Group’s policies to each of these forms of credit enhancement is
presented on page 67.

Overview

As at 31 December 2016, the Group’s net exposure to credit risk
after taking into account netting and set-off, collateral and risk
transfer increased 6% to £741.5bn, reflecting a increase in
maximum exposure of 6% and an increase level of mitigation held
of 1%. Overall, the extent to which the Group holds mitigation
against its total exposure remained stable at 47% (2015: 48%).

Of the remaining exposure left unmitigated, a significant portion
relates to cash held at central banks, financial investment debt
securities issued by governments, cash collateral and settlement
balances, all of which are considered lower risk. Trading portfolio
liability positions, which to a significant extent economically hedge
trading portfolio assets but which are not held specifically for risk
management purposes, are excluded from the analysis. The credit
quality of counterparties to derivative, financial investments and
wholesale loan assets are predominantly investment grade. Further
analysis on the credit quality of assets is presented on pages 90 to
94.

Where collateral has been obtained in the event of default, the
Group does not, as a rule, use such assets for its own operations and
they are usually sold on a timely basis. The carrying value of assets
held by the Group and the Bank as at 31 December 2016, as a result
of the enforcement of collateral, was £16m (2015: £69m) and Nil
(2015: Nil).
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Credit risk
Maximum exposure and effects of collateral and other credit enhancements (audited)

Maximum Netting Collateral Risk Net
The Group Exposure and set-off Cash Non-cash transfer Exposure
As at 31 December 2016 £m £m £m £m £m £m
On-balance sheet:
Cash and balances at central banks 102,328 - - - - 102,328
Items in the course of collection from other banks 1,467 - - - - 1,467
Trading portfolio assets:
Debt securities 38,804 - - - - 38,804
Traded loans 2,975 - - (270) - 2,705
Total trading portfolio assets 41,779 - - (270) - 41,509
Financial assets designated at fair value:
Loans and advances 10,518 - (17)  (4,107) (432) 5,962
Debt securities 70 - - - - 70
Reverse repurchase agreements 63,163 - (688) (62,233) - 242
Other financial assets 262 - - - - 262
Total financial assets designated at fair value 74,013 - (705) (66,340) (432) 6,536
Derivative financial instruments 346,820 (273,602) (41,641) (8,282) (5,205) 18,090
Loans and advances to banks 43,634 - (4) (4,896) (22) 38,712
Loans and advances to customers:
Home loans 144,765 = (184) (143,912) = 669
Credit cards, unsecured and other retail lending 57,808 - (227)  (5,258) (95) 52,228
Corporate loans 190,210  (8,622) (320) (52,029)  (5,087) 124,152
Total loans and advances to customers 392,783 (8,622) (731) (201,199) (5,182) 177,049
Reverse repurchase agreements and other similar secured lending 13,454 - (79) (13,242) - 133
Financial investments - debt securities 62,880 - - (533) (1,286) 61,061
Other assets 1,442 - - - - 1,442
Total on-balance sheet 1,080,600 (282,224) (43,160) (294,762) (12,127) 448327
Off-balance sheet:
Contingent Liabilities 19,908 - (247)  (1,403) (130) 18,128
Documentary credits and other short-term trade-related transactions 1,005 - (24) (18) 3) 960
Forward starting reverse repurchase agreements 24 - - (24) - -
Standby facilities, credit lines and other commitments 302,657 - (324) (26,524) (1,704) 274,105
Total off-balance sheet 323,594 - (595) (27,969) (1,837) 293,193
Total 1,404,194 (282,224) (43,755) (322,731) (13,964) 741,520
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Credit risk
Maximum exposure and effects of collateral and other credit enhancements (audited)

Maximum Netting Collateral Risk Net
The Group Exposure and set-off Cash Non-cash transfer Exposure
As at 31 December 2015 £m £m £m £m £m £m
On-balance sheet:
Cash and balances at central banks 49,711 - - - - 49,711
Items in the course of collection from other banks 1,011 - - - - 1,011
Trading portfolio assets:
Debt securities 45,626 - - - - 45,626
Traded loans 2,474 - - (607) @))] 1,866
Total trading portfolio assets 48,100 - - (607) (1) 47,492
Financial assets designated at fair value:
Loans and advances 17,913 - (21) (5,850) (515) 11,527
Debt securities 1,383 - - - - 1,383
Reverse repurchase agreements 49,513 - (315) (49,027) - 171
Other financial assets 375 - - - - 375
Total financial assets designated at fair value 69,184 - (336) (54,877) (515) 13,456
Derivative financial instruments 327,870 (259,582) (34,918) (7,484) (5,529) 20,357
Loans and advances to banks 41,829 - (4) (4,072) (64) 37,689
Loans and advances to customers:
Home loans 155,863 - (227) (154,355) (634) 653
Credit cards, unsecured and other retail lending 67,840 (12) (1,076) (14,512) (1,761) 50,479
Corporate loans 175,514 (8,399) (593) (45,788) (4,401) 116,333
Total loans and advances to customers 399,217 (8,411) (1,890) (214,655) (6,796) 167,465
Reverse repurchase agreements and other similar
secured lending 28,187 - (166) (27,619) - 402
Financial investments - debt securities 89,278 - - (832) (811) 87,635
Other assets 1,410 - - - - 1,410
Total on-balance sheet 1,055,797  (267,993) (37,314)  (310,146) (13,716) 426,628
Off-balance sheet:
Contingent liabilities 20,576 - (604) (1,408) (104) 18,460
chumentary credits and other short-term trade- 845 R (33) (57) 3) 752
Forward starting reverse repurchase agreements 93 - - (91) - 2
Standby facilities, credit lines and other commitments 281,369 - (313) (24,156) (662) 256,238
Total off-balance sheet 302,883 - (950) (25,712) (769) 275,452
Total 1,358,680 (267,993) (38,264) (335,858) (14,485) 702,080
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Credit risk
Maximum exposure and effects of collateral and other credit enhancements (audited)

Maximum Netting Collateral Risk Net
The Bank Exposure and set-off Cash Non-cash transfer Exposure
As at 31 December 2016 £m £m £m £m £m £m
On-balance sheet:
Cash and balances at central banks 97,466 - - - - 97,466
Items in the course of collection from other banks 1,010 - - - - 1,010
Trading portfolio assets:
Debt securities 24,695 - - - - 24,695
Traded loans 2,971 - - (267) - 2,704
Total trading portfolio assets 27,666 - - (267) - 27,399
Financial assets designated at fair value:
Loans and advances 12,901 - (17) (4,084) (432) 8,368
Debt securities 4,196 (2,984) - - - 1,212
Reverse repurchase agreements 63,743 - (552) (62,989) - 202
Other financial assets 19 - - - - 19
Total financial assets designated at fair value 80,859 (2,984) (569) (67,073) (432) 9,801
Derivative financial instruments 327,202 (240,535) (39,443) (8,282) (4,823) 34,119
Loans and advances to banks 43,964 (5,586) - (1) (22) 38,355
Loans and advances to customers:
Home loans 143,763 - (183) (142,929) - 651
Credit cards, unsecured and other retail lending 31,204 - (232) (3,021) (95) 27,856
Corporate loans 256,157 (8,755) (18,931) (58,036) (4,593) 165,842
Total loans and advances to customers 431,124 (8,755) (19,346) (203,986) (4,688) 194,349
Reverse repurchase agreements and other similar
secured lending 22,941 - - (22,918) - 23
Financial investments - debt securities 61,320 - - - (1,286) 60,034
Other assets 3,737 - - - - 3,737
Total on-balance sheet 1,097,289 (257,860) (59,358) (302,527) (11,251) 466,293
Off-balance sheet:
Contingent Liabilities 26,731 - (240) (1,344) (77) 25,070
Dgcumentary credits and other short-term trade- 979 . (24) (18) 3) 934
Forward starting reverse repurchase agreements 1 - - (1) - -
Standby facilities, credit lines and other commitments 240,111 - (319) (23,638) (1,704) 214,450
Total off-balance sheet 267,822 - (583) (25,001) (1,784) 240,454
Total 1,365,111 (257,860) (59,941) (327,528) (13,035) 706,747
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Credit risk
Maximum exposure and effects of collateral and other credit enhancements (audited)

Maximum Netting Collateral Risk Net
The Bank Exposure and set-off Cash Non-cash transfer Exposure
As at 31 December 2015 £m £m £m £m £m £m
On-balance sheet:
Cash and balances at central banks 43,669 - - - - 43,669
Items in the course of collection from other banks 596 - - - - 596
Trading portfolio assets:
Debt securities 24,878 - - - - 24,878
Traded loans 2,469 - - (604) (M 1,864
Total trading portfolio assets 27,347 - - (604) (1) 26,742
Financial assets designated at fair value:
Loans and advances 20,558 - (21) (5,796) (515) 14,226
Debt securities 8,648 (6,396) - - - 2,252
Reverse repurchase agreements 42,582 - (196) (41,803) - 583
Other financial assets 195 - - - - 195
Total financial assets designated at fair value 71,983 (6,396) (217) (47,599) (515) 17,256
Derivative financial instruments 316,252 (241,295) (34,818) (7,475) (4,915) 27,749
Loans and advances to banks 62,201 (24,609) (1) (2) (30) 37,559
Loans and advances to customers:
Home loans 142,623 - (195)  (141,751) (536) 141
Credit cards, unsecured and other retail lending 39,610 - (729) (8,969) (1,492) 28,420
Corporate loans? 212,974 (8,398) (12,574) (49,767) (3,762) 138,473
Total loans and advances to customers 395,207 (8,398) (13,498) (200,487) (5,790) 167,034
Reverse repurchase agreements and other similar
secured lending 28,803 - (166) (27,677) - 960
Financial investments - debt securities 82,968 - - (124) (811) 82,033
Other assets 8,165 - - - - 8,165
Total on-balance sheet 1,037,191 (280,698) (48,700)  (283,968) (12,062) 411,763
Off-balance sheet:
Contingent liabilities 24,596 - (581) (1,346) (68) 22,601
Documentary credits and other short-term trade-
related transactions 693 - (33) (57) (3) 600
Forward starting reverse repurchase agreements 14 - - (13) - 1
Standby facilities, credit lines and other commitments 222,141 - (304) (20,857) (654) 200,326
Total off-balance sheet 247,444 - (918) (22,273) (725) 223,528
Total 1,284,635  (280,698) (49,618)  (306,241) (12,787) 635,291
Notes

a Cash collateral, non-cash collateral and risk transfer for Corporate loans have been revised by £12.1bn, £16.1bn and £(6.3)bn respectively, to better reflect the effects

of collateral and other credit enhancements employed.
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The Group’s approach to manage and represent credit quality

Asset credit quality

All loans and advances are categorised as either ‘neither past due nor impaired’, ‘past due but not impaired’, or ‘past due and impaired’, which
includes restructured loans. For the purposes of the disclosures in the balance sheet credit quality section below and the analysis of loans and
advances and impairment section (page 104):

= Loans neither past due nor impaired consist predominantly of wholesale and retail loans that are performing. These loans, although
unimpaired may carry an unidentified impairment

= Aloanis considered past due and classified as “Higher risk” when the borrower has failed to make a payment when due under the terms
of the loan contract

L] Loans on forbearance programmes, as defined in Barclays PLC Annual Report 2016 on page 182, are categorised as “Higher risk”

=  Theimpairment allowance includes allowances against financial assets that have been individually impaired and those subject to
collective impairment

The Group uses the following internal measures to determine credit quality for loans that are performing:

Wholesale lending

Default Grade Probability of default Credit Quality Description
1-3 0.0-0.05% Strong
4-5 0.05-0.15%
6-8 0.15-0.30%
9-11 0.30-0.60%
12-14 0.60-2.15% Satisfactory
15-19 2.15-11.35%
20 - 21 11.35%+ Higher Risk

For loans that are performing, these descriptions can be summarised as follows:
Strong: there is a very high likelihood of the asset being recovered in full.

Satisfactory: while there is a high likelihood that the asset will be recovered and therefore, of no cause for concern to the Group, the asset may not
be collateralised, or may relate to retail facilities, such as credit card balances and unsecured loans, which have been classified as satisfactory,
regardless of the fact that the output of internal grading models may have indicated a strong or high risk classification. At the lower end of this
grade there are customers that are being more carefully monitored, for example, corporate customers which are indicating some evidence of
deterioration, home loans with a high loan to value, and unsecured retail loans operating outside normal product guidelines.

Higher risk: there is concern over the obligor’s ability to make payments when due. However, these have not yet converted to actual delinquency.
There may also be doubts over the value of collateral or security provided. However, the borrower or counterparty is continuing to make payments
when due and is expected to settle all outstanding amounts of principal and interest.

Loans that are past due are monitored closely, with impairment allowances raised as appropriate and in line with the Group’s impairment policies.
These loans are all considered higher risk for the purpose of this analysis of credit quality.

Debt securities

For assets held at fair value, the carrying value on the balance sheet will include, among other things, the credit risk of the issuer. Most listed and
some unlisted securities are rated by external rating agencies. The Group mainly uses external credit ratings provided by Standard & Poor’s, Fitch
or Moody’s. Where such ratings are not available or are not current, the Group will use its own internal ratings for the securities.
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Balance sheet credit quality

The following tables present the credit quality of Group assets exposed to credit risk.

Overview

As at 31 December 2016, the ratio of the Group’s assets classified as strong remained broadly stable at 86% (2015: 85%) of total assets exposed to

credit risk.

Further analysis of debt securities by issuer and issuer type and netting and collateral arrangements on derivative financial instruments is presented

in the Barclays PLC Annual Report PLC on page 169.

Balance sheet credit quality (audited)

Strong Strong
(including Higher risk Maximum (including Higher risk Maximum

investment Satisfactory (B-and exposureto investment Satisfactory (B-and exposure to
The Group grade)  (BB+toB) below)  credit risk grade)  (BB+toB) below)  credit risk
As at 31 December 2016 £m £m £m £m % % % %
Cash and balances at central banks 102,328 - - 102,328 100 - - 100
Items in the course of collection from other banks 1,330 128 9 1,467 91 9 - 100
Trading portfolio assets:
Debt securities 37,052 1,344 408 38,804 96 3 1 100
Traded loans 594 1,977 404 2,975 20 66 14 100
Total trading portfolio assets 37,646 3,321 812 41,779 90 8 2 100
Financial assets designated at fair value:
Loans and advances 9,691 533 294 10,518 92 5 3 100
Debt securities 59 11 70 84 16 - 100
Reverse repurchase agreements? 53,152 9,999 12 63,163 84 16 - 100
Other financial assets 244 18 - 262 93 7 - 100
Total financial assets designated at fair value 63,146 10,561 306 74,013 85 14 1 100
Derivative financial instruments 330,931 14,963 926 346,820 95 5 - 100
Loans and advances to banks 39,542 3,830 262 43,634 91 9 - 100
Loans and advances to customers:
Home loans 136,922 2,589 5,254 144,765 95 1 4 100
Credit cards, unsecured and other retail lending 5,343 50,685 1,780 57,808 9 88 3 100
Corporate loans 140,413 37,170 12,627 190,210 74 20 6 100
Total loans and advances to customers 282,678 90,444 19,661 392,783 72 23 5 100
Reverse repurchase agreements and other similar
secured lending 9,364 4,090 - 13,454 70 30 - 100
Financial investments - debt securities 62,838 30 12 62,880 100 - - 100
Other assets 1,324 115 3 1,442 92 8 - 100
Total assets 931,127 127,482 21,991 1,080,600 86 12 2 100
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Balance sheet credit quality (audited)

Strong Strong
(including Higher risk Maximum (including Higher risk Maximum

investment Satisfactory (B-and exposureto investment Satisfactory (B-and exposure to
The Group grade)  (BB+toB) below)  credit risk grade)  (BB+toB) below)  credit risk
As at 31 December 2015 £m £m £m £m % % % %
Cash and balances at central banks 49,711 - - 49,711 100 - - 100
Items in the course of collection from other banks 923 61 27 1,011 91 6 3 100
Trading portfolio assets:
Debt securities 43,168 2,217 241 45,626 94 5 1 100
Traded loans 329 1,880 265 2,474 13 76 11 100
Total trading portfolio assets 43,497 4,097 506 48,100 90 9 1 100
Financial assets designated at fair value:
Loans and advances 16,751 790 372 17,913 94 4 2 100
Debt securities 1,378 3 2 1,383 100 - - 100
Reverse repurchase agreements 41,145 8,352 16 49,513 83 17 - 100
Other financial assets 313 62 - 375 83 17 - 100
Total financial assets designated at fair value 59,587 9,207 390 69,184 86 13 1 100
Derivative financial instruments 313,275 13,270 1,325 327,870 96 4 - 100
Loans and advances to banks 39,539 1,163 1,127 41,829 95 3 2 100
Loans and advances to customers:
Home loans 139,252 9,704 6,907 155,863 89 6 5 100
Credit cards, unsecured and other retail lending 12,347 51,294 4,199 67,840 18 76 6 100
Corporate loans 125,743 39,600 10,171 175,514 72 23 5 100
Total loans and advances to customers 277,342 100,598 21,277 399,217 70 25 5 100
Reverse repurchase agreements and other similar
secured lending 22,907 5,226 54 28,187 81 19 - 100
Financial investments - debt securities 88,536 632 110 89,278 99 1 - 100
Other assets 1,143 232 35 1,410 82 16 2 100
Total assets 896,460 134,486 24,851 1,055,797 85 13 2 100
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Balance sheet credit quality (audited)

Strong Strong
(including Higher risk Maximum (including Higherrisk ~ Maximum

investment Satisfactory (B-and  exposureto investment Satisfactory (B-and exposure to
The Bank grade)  (BB+toB) below) credit risk grade)  (BB+toB) below)  credit risk
As at 31 December 2016 £m £m £m £m % % % %
Cash and balances at central banks 97,466 - - 97,466 100 - - 100
Items in the course of collection from other banks 859 63 88 1,010 85 6 9 100
Trading portfolio assets:
Debt securities 23,025 1,273 397 24,695 93 5 2 100
Traded loans 594 1,977 400 2,971 20 67 13 100
Total trading portfolio assets 23,619 3,250 797 27,666 85 12 3 100
Financial assets designated at fair value:
Loans and advances 12,076 531 294 12,901 94 4 2 100
Debt securities 4,196 - - 4,196 100 - - 100
Reverse repurchase agreements 56,603 7,128 12 63,743 89 11 - 100
Other financial assets 1 18 - 19 5 95 - 100
Total financial assets designated at fair value 72,876 7,677 306 80,859 90 9 1 100
Derivative financial instruments 314,944 11,332 926 327,202 96 4 - 100
Loans and advances to banks 40,573 3,172 219 43,964 92 7 1 100
Loans and advances to customers:
Home loans 136,129 2,392 5,242 143,763 95 1 4 100
Credit cards, unsecured and other retail lending 4,266 25,584 1,354 31,204 14 82 4 100
Corporate loans 214,033 32,304 9,820 256,157 83 13 4 100
Total loans and advances to customers 354,428 60,280 16,416 431,124 82 14 4 100
Reverse repurchase agreements and other similar
secured lending 19,669 3,272 - 22,941 86 14 - 100
Financial investments - debt securities 61,300 19 1 61,320 100 - - 100
Other assets 3,662 73 2 3,737 98 2 - 100
Total assets 989,396 89,138 18,755 1,097,289 90 8 2 100
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Balance sheet credit quality (audited)

Strong Strong
(including Higher risk Maximum (including Higher risk Maximum

investment  Satisfactory (B- and exposureto  investment Satisfactory (B-and exposure to
The Bank grade)  (BB+toB) below) credit risk grade)  (BB+toB) below)  credit risk
As at 31 December 2015 £m £m £m £m % % % %
Cash and balances at central banks 43,669 - - 43,669 100 - - 100
Items in the course of collection from other banks 570 7 19 596 96 1 3 100
Trading portfolio assets:
Debt securities 23,111 1,568 199 24,878 93 6 1 100
Traded loans 328 1,880 261 2,469 13 76 11 100
Total trading portfolio assets 23,439 3,448 460 27,347 85 13 2 100
Financial assets designated at fair value:
Loans and advances 19,497 694 367 20,558 95 3 2 100
Debt securities 8,648 - - 8,648 100 - - 100
Reverse repurchase agreements 37,278 5,298 6 42,582 88 12 - 100
Other financial assets 175 20 - 195 90 10 - 100
Total financial assets designated at fair value 65,598 6,012 373 71,983 91 8 1 100
Derivative financial instruments 304,711 10,216 1,325 316,252 96 3 1 100
Loans and advances to banks 59,511 729 1,961 62,201 96 1 3 100
Loans and advances to customers:
Home loans 133,085 3,941 5,597 142,623 93 3 4 100
Credit cards, unsecured and other retail lending 9,597 27,725 2,288 39,610 24 70 6 100
Corporate loans 177,294 28,349 7,331 212,974 84 13 3 100
Total loans and advances to customers 319,976 60,015 15,216 395,207 81 15 4 100
Reverse repurchase agreements and other similar
secured lending 25,301 3,502 - 28,803 88 12 - 100
Financial investments - debt securities 82,947 20 1 82,968 100 - - 100
Other assets 8,087 64 14 8,165 99 1 - 100
Total assets 933,809 84,013 19,369 1,037,191 90 8 2 100
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Analysis of the concentration of credit risk

A concentration of credit risk exists when a number of counterparties are located in a geographical region or are engaged in similar activities and
have similar economic characteristics that would cause their ability to meet contractual obligations to be similarly affected by changes in economic
or other conditions. The Group implements limits on concentrations in order to mitigate the risk. The analyses of credit risk concentrations
presented below are based on the location of the counterparty or customer or the industry in which they are engaged. Further detail on the
Group’s policies with regard to managing concentration risk is presented on page 136 of Barclays PLC 2016 Pillar 3 Report.

Geographic concentrations

As at 31 December 2016, the geographic concentration of the Group’s assets remained broadly consistent with 2015. Exposure is concentrated in
the UK 41% (2015: 40%), in the Americas 33% (2015: 31%) and Europe 21% (2015: 20%). The decrease of £58bn in Africa and Middle East is due
to the reclassification of BAGL balances now held for sale.

Information on exposures to Eurozone countries is presented on page 98.

Credit risk concentrations by geography (audited)

The Group Africa
and
United Middle

Kingdom Europe Americas East Asia Total

As at 31 December 2016 £m £m £m £m £m £m

On-balance sheet:

Cash and balances at central banks 30,473 40,426 24,859 77 6,493 102,328
Items in the course of collection from other banks 969 498 - - - 1,467
Trading portfolio assets 8,981 9,171 19,863 435 3,329 41,779
Financial assets designated at fair value 25,821 10,244 33,181 733 4,034 74,013
Derivative financial instruments 108,753 107,337 105,129 1,493 24,108 346,820
Loans and advances to banks 7931 12,664 16,894 1,778 4,367 43,634
Loans and advances to customers 253,751 47,050 81,045 3,089 7,848 392,783
Reverse repurchase agreements and other similar secured lending 218 309 11,439 92 1,396 13,454
Financial investments - debt securities 18,128 27,762 12,030 251 4,709 62,880
Other assets 1,226 - 137 10 69 1,442
Total on-balance sheet 456,251 255,461 304,577 7,958 56,353 1,080,600

Off-balance sheet:

Contingent liabilities 8,268 3,275 6,910 702 753 19,908
Documentary credits and other short-term trade related transactions 915 9 - 40 41 1,005
Forward starting reverse repurchase agreements 13 1 6 2 2 24
Standby facilities, credit lines and other commitments 106,413 35,475 156,072 1,692 3,005 302,657
Total off-balance sheet 115,609 38,760 162,988 2,436 3,801 323,594
Total 571,860 294,221 467,565 10,394 60,154 1,404,194
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Credit risk concentrations by geography (audited)
The Group United Africa and

Kingdom Europe Americas  Middle East Asia Total
As at 31 December 2015 £m £m £m £m £m £m
On-balance sheet:
Cash and balances at central banks 14,061 19,094 13,288 2,055 1,213 49,711
Items in the course of collection from other banks 543 72 - 396 - 1,011
Trading portfolio assets 7,199 10,012 23,642 2,111 5,136 48,100
Financial assets designated at fair value 22,991 5,562 35,910 3,039 1,682 69,184
Derivative financial instruments 99,818 103,498 101,592 3,055 19,907 327,870
Loans and advances to banks 11,213 9,918 13,078 2,900 4,720 41,829
Loans and advances to customers 239,140 47,372 69,803 33,461 9,441 399,217
Reverse repurchase agreements and other similar secured lending 5,905 4,361 15,684 915 1,322 28,187
Financial investments - debt securities 20,508 40,345 20,520 3,999 3,906 89,278
Other assets 868 4 131 314 93 1,410
Total on-balance sheet 422,246 240,238 293,648 52,245 47,420 1,055,797
Off-balance sheet:
Contingent liabilities 9,543 3,020 5,047 2,505 461 20,576
Documentary credits and other short-term trade related transactions 594 58 - 193 - 845
Forward starting reverse repurchase agreements 9 5 65 - 14 93
Standby facilities, credit lines and other commitments 104,797 34,370 125,456 13,600 3,146 281,369
Total off-balance sheet 114,943 37,453 130,568 16,298 3,621 302,883
Total 537,189 277,691 424,216 68,543 51,041 1,358,680
Credit risk concentrations by geography (audited)
The Bank

United Africa and
Kingdom Europe Americas  Middle East Asia Total

As at 31 December 2016 £m £m £m £m £m £m
On-balance sheet:
Cash and balances at central banks 30,445 39,350 21,682 30 5,959 97,466
Items in the course of collection from other banks 969 41 - - - 1,010
Trading portfolio assets 8,894 8,989 7,080 373 2,330 27,666
Financial assets designated at fair value 37,122 9,762 21,306 1,038 11,631 80,859
Derivative financial instruments 102,307 108,660 91,354 2,570 22,311 327,202
Loans and advances to banks 13,737 12,805 11,711 1,645 4,066 43,964
Loans and advances to customers 299,063 76,066 44,138 2,621 9,236 431,124
Reverse repurchase agreements and other similar secured lending 520 7,101 12,796 65 2,459 22,941
Financial investments - debt securities 17,563 26,865 11,963 251 4,678 61,320
Other assets 3,662 147 (145) 27 46 3,737
Total on-balance sheet 514,282 289,786 221,885 8,620 62,716 1,097,289
Off-balance sheet:
Contingent liabilities 11,307 4,201 9,467 724 1,032 26,731
Documentary credits and other short-term trade related transactions 914 9 - 14 42 979
Forward starting reverse repurchase agreements - 1 - - - 1
Standby facilities, credit lines and other commitments 106,230 32,831 96,794 1,251 3,005 240,111
Total off-balance sheet 118,451 37,042 106,261 1,989 4,079 267,822
Total 632,733 326,828 328,146 10,609 66,795 1,365,111
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Credit risk concentrations by geography (audited)
The Bank
United Africa and

Kingdom Europe Americas Middle East Asia Total
As at 31 December 2015 £m £m £m £m £m £m
On-balance sheet:
Cash and balances at central banks 5,034 26,560 11,036 142 897 43,669
Items in the course of collection from other banks 542 54 - - - 596
Trading portfolio assets 7,027 9,974 6,752 166 3,428 27,347
Financial assets designated at fair value 36,085 4,562 21,338 572 9,426 71,983
Derivative financial instruments 99,905 102,989 92,075 2,410 18,873 316,252
Loans and advances to banks 32,779 18,816 4,760 1,641 4,205 62,201
Loans and advances to customers 275,785 64,881 40,357 3,825 10,359 395,207
Reverse repurchase agreements and other similar secured lending 9,572 7,509 9,746 916 1,060 28,803
Financial investment - debt securities 19,586 39,021 20,354 127 3,880 82,968
Other assets 6,276 1,803 - 8 78 8,165
Total on-balance sheet 492,591 276,169 206,418 9,807 52,206 1,037,191
Off-balance sheet:
Contingent liabilities 13,012 3,784 6,850 474 476 24,596
Documentary credits and other short-term trade related transactions 594 58 - 41 - 693
Forward starting reverse repurchase agreements - - - - 14 14
Standby facilities, credit lines and other commitments 104,730 31,736 80,830 1,699 3,146 222,141
Total off-balance sheet 118,336 35,578 87,680 2,214 3,636 247,444
Total 610,927 311,747 294,098 12,021 55,842 1,284,635
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Exposure to Eurozone countries

The following table shows Barclays most significant current exposure (above £4bn net on-balance sheet exposure) to Eurozone countries.

Basis of preparation

The Group presents the direct balance sheet exposure to credit and market risk by country, with the totals reflecting allowance for impairment,
netting and cash collateral held where appropriate.

The net on-balance sheet exposure includes:

e  Loans and advances held at amortised cost, net of impairment. Settlement balances and cash collateral are excluded from this analysis

e  Trading assets and liabilities are presented by issuer type on a net basis. Where liability positions exceed asset positions by issuer type,
exposures are presented as nil

e  Derivative assets and liabilities are presented by counterparty type on a net basis. Cash collateral held is then added to give a net credit
exposure. Where liability positions and collateral held exceed asset positions by counterparty type, exposures are presented as nil

e  Financial investments — debt securities principally relating to investments in government bonds and other debt securities

e  Other assets held for sale. Businesses held for sale with European exposures are included within the Financial institutions category

The analysis excludes financial assets not subject to credit risk.
e Equity securities held for trading, as financial investments or designated at fair value, and traded commodities
e  Reverse repurchase agreements measured at amortised cost and at fair value which are materially fully collateralised

Cross exposure reflects total exposures before the effects of economic hedging by way of trading portfolio liabilities, derivative liabilities and cash
collateral, but after taking into account impairment allowances and IFRS netting.

The Italian home loans of £9.7bn (2015: £9.5bn) are secured on residential property with average balance weighted marked to market LTVs of
61.8% (2015: 60.6%) and CRL coverage of 36% (2015: 31%). 90 days arrear and gross charge-off rates remained stable at 1.2% (2015: 1.2%) and
0.8% (2015: 0.7%) respectively.

Net exposure by country and counterparty

Gross on- Contingent
Financial Other retail ~ Net on-balance balance sheet liabilities and
Sovereign institutions Corporate Home loans lending  sheet exposure exposure commitments
£m £m £m £m £m fm fm fm
As at 31 December 2016
Italy 2,668 299 763 9,741 331 13,802 18,580 2,835
Germany 5,250 3,399 1,379 8 2,967 13,003 47,964 13,362
France 3,708 6,886 1,160 736 139 12,629 41,056 6,565
Ireland 6 2,230 1,855 30 9 4,130 6,474 2,735
Total 11,632 12,814 5,157 10,515 3,446 43,564 114,074 25,497
As at 31 December 2015
Italy 1,708 2,283 1,039 9,505 675 15,210 20,586 2,701
Germany 7,494 3,621 1,602 9 2,313 15,039 50,930 8,029
France 7,426 4,967 805 1,472 152 14,822 43,427 7,436
Ireland 9 2,824 1,282 37 51 4,203 7,454 2,673
Total 16,637 13,695 4,728 11,023 3,191 49,274 122,397 20,839
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Industry concentrations

As at 31 December 2016, the concentration of the Group’s assets by industry remained broadly consistent year on year. Total assets
concentrated towards banks and other financial institutions was 43% (2015: 42%), predominantly within derivative financial instruments. The
proportion of the overall balance concentrated towards governments and central banks remained stable at 14% (2015: 12%) and home loans at
11% (2015: 12%).

Credit risk concentrations by industry (audited)

Cards,
unsecured
Other Const- Govern- Wholesale Business loans and
financial ruction mentand Energy  and retail and other
The Group insti- Manu- and central and distribution other Home personal
Banks tutions  facturing  property bank water and leisure services loans lending Other Total
As at 31 December 2016 fm fm fm fm fm £fm fm fm fm fm fm fm
On-balance sheet:
Cash and balances at
central banks - - - - 102,328 - - - - - - 102,328
Items in the course of
collection from other
banks 1,467 - - - - - - - - - - 1,467
Trading portfolio assets 2,233 7,998 1,625 565 21,060 3,733 324 2,972 257 - 1,012 41,779
Financial assets
designated at fair value 14,713 49,784 3 5,699 856 5 33 2,811 33 2 74 74,013
Derivative financial
instruments 182,859 139,065 2913 3,488 6,547 4,585 810 3,392 - - 3,161 346,820
Loans and advances to
banks 39,315 - - - 4,319 - - - - - - 43,634
Loans and advances to
customers - 91,812 12,337 24,200 12,028 7,384 12,967 21,838 144,765 56,729 8,723 392,783
Reverse repurchase
agreements and other
similar secured lending 2,596 10,568 - 38 252 - - - - - - 13,454
Financial investments -
debt securities 12,842 4,877 - - 44,264 - 43 807 - - 47 62,880
Other assets 959 458 - - 25 - - - - - - 1,442

Total on-balance sheet 256,984 304,562 16,878 33,990 191,679 15,707 14,177 31,820 145,055 56,731 13,017 1,080,600

Off-balance sheet:
Contingent liabilities 1,484 4,231 3,387 707 8 2,649 1,033 4,847 40 531 991 19,908

Documentary credits and
other short-term trade

related transactions 431 2 377 - - - 157 38 - - - 1,005
Forward starting reverse
repurchase agreements 5 19 - - - - - - - - - 24

Standby facilities, credit
lines and other

commitments 1,016 29,309 38,829 11,876 400 29,699 14,741 26,359 9,610 126,709 14,109 302,657
Total off-balance sheet 2,936 33,561 42,593 12,583 408 32,348 15,931 31,244 9,650 127,240 15,100 323,594
Total 259,920 338,123 59,471 46,573 192,087 48,055 30,108 63,064 154,705 183,971 28,117 1,404,194

Other risks being monitored include exposures to the Oil and Gas sector. Net on-balance sheet exposure to the Oil and Gas sector was £4.2bn
(2015: £4.4bn), with contingent liabilities and commitments to this sector of £16.0bn (2015: £13.8bn). Impairment charges were £94m (2015:
£106m). The ratio of the Group’s net total exposures classified as strong or satisfactory was 93% (2015: 97%) of the total net exposure to credit
risk to this sector.
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Credit risk concentrations by industry (audited)

The Group Banks

As at 31 December
2015 £fm

Other
financial
insti-
tutions

£m

Manu-
facturing

£m

Const-
ruction
and
property

£fm

Govern-
ment and
central
bank

£fm

Energy
and
water

£fm

Wholesale

and retail
distribution
and leisure

£fm

Business
and other
services

£fm

Home
loans

£m

Cards,
unsecured
loans and
other
personal
lending

£fm

Other

£fm

Total

£fm

On-balance sheet:

Cash and balances at

central banks -
Items in the course of

collection from other

banks 1,011
Trading portfolio

assets 1,947
Financial assets

designated at fair

value 14,015
Derivative financial

instruments 185,943
Loans and advances

to banks 37,309
Loans and advances

to customers -
Reverse repurchase

agreements and other

similar secured

lending 8,676

Financial investments
- debt securities 9,745

Other assets 312

11,826

35,109

114,727

80,729

18,022

6,114
1,077

970

104

2,701

12,297

68

538

8,642

2,940

23,519

1,011

43

49,711

25,797

7,380

6,113

4,520

5,940

305

67,645
20

2,554

33

4,538

7,743

182

315

191

1,063

13,830

35

107

2,727

3,402

5,346

25,728

138

5,134

550

229

155,863

60,162

876

79

4,499

13,406

240

49,711

1,011

48,100

69,184

327,870

41,829

399,217

28,187

89,278
1,410

Total on-balance
sheet 258,958

267,604

16,140

36,693

167,431

15,050

15,541

42,475

156,642

60,162

19,101

1,055,797

Off-balance sheet:

Contingent liabilities 1,152
Documentary credits

and other short-term

trade related

transactions 378
Forward starting

reverse repurchase

agreements 78

Standby facilities,
credit lines and other
commitments 946

4,698

17

15

31,152

3,142

142

35,865

958

11,337

871

3,073

26,217

1,301

129

15,054

4,645

50

23,180

100

11,708

548

123

111,988

950

13,051

20,576

845

93

281,369

Total off-balance
sheet 2,554

35,882

39,149

12,296

880

29,293

16,484

27,875

11,808

112,659

14,003

302,883

Total 261,512

303,486

55,289

48,989

168,311

44,343

32,025

70,350

168,450

172,821

33,104

1,358,680
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Credit risk
Credit risk concentrations by industry (audited)
The Bank Cards,
unsecured
Other Const-  Govern- Wholesale loans and
financial ruction mentand Energy andretail Business other
insti- Manu- and central and distribution and other Home personal
Banks tutions facturing  property bank water and leisure  services loans lending Other Total
As at 31 December 2016 fm fm £fm £fm £fm fm fm fm £fm £m fm fm
On-balance sheet:
Cash and balances at - - - - 97,466 - - - - - - 97466
central banks
Items in the course of 1,010 - - - - - - - - - - 1,010
collection from other
banks
Trading portfolio assets 1,742 2,828 1,417 489 13,891 3,525 277 2,288 253 956 27,666
Financial assets 9,895 61,629 2 5,650 856 2 33 2,682 33 3 74 80,859
designated at fair value
Derivative financial 181,713 120,644 2,898 3,487 6,547 4,585 802 3,365 - - 3,161 327,202
instruments
Loans and advances to 39,696 - - - 4,268 - - - - - - 43,964
banks
Loans and advances to - 162,430 11,812 23,587 11,635 7,215 12,317 19,822 143,763 30,166 8,377 431,124
customers
Reverse repurchase 172 22,558 > 38 173 = = = = = - 2294
agreements and other
similar secured lending
Financial investments - 12,803 4,305 - - 43,316 - 43 806 - - 47 61,320
debt securities
Other assets 2,730 993 - - 14 - - - - - - 3,737
Total on-balance sheet 249,761 375,387 16,129 33,251 178,166 15,327 13,472 28,963 144,049 30,169 12,615 1,097,289
Off-balance sheet:
Contingent liabilities 1,831 5,791 4,629 947 11 3,603 1,307 6,509 55 713 1,335 26,731
Documentary credits and
other short-term trade 426 - 377 - - - 157 19 - = = 979
related transactions
Forward starting reverse ) 1 } } } B B B } ; B 1
repurchase agreements
Standby facilities, credit
lines and other 961 35,693 38,596 11,745 392 29,654 14,376 25,678 9,610 59,386 14,020 240,111
commitments
Total off-balance sheet 3,218 41,485 43,602 12,692 403 33,257 15,840 32,206 9,665 60,099 15,355 267,822
Total 252,979 416,872 59,731 45,943 178,569 48,584 29,312 61,169 153,714 90,268 27,970 1,365,111
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Credit risk
Credit risk concentrations by industry (audited)
Cards,
unsecured
Other Const-  Govern- Wholesale loans and
financial ruction ment and Energy and retail Business other
The Bank insti- Manu- and central and distribution  and other Home personal
As at 31 December 2015 Banks tutions facturing property bank water and leisure services loans lending  Other Total
£m £m £fm £fm £fm £fm fm fm fm fm fm fm
On-balance sheet:
Cash and balances at
central banks - - - - 43,669 - - - - - - 43,669
Items in the course of
collection from other
banks 596 - - - - - - - - - - 596
Trading portfolio assets 1,359 4,445 661 320 14,535 2,381 255 2,145 546 - 700 27,347
Financial assets
designated at fair value 7,036 47,154 58 7,788 6,510 - 95 3,095 229 13 5 71,983
Derivative financial
instruments 183,459 105,855 2,616 2,926 6,103 4,528 1,014 5,272 - - 4,479 316,252
Loans and advances to
banks 58,050 2 - - 3,910 - - - - 239 - 62,201
Loans and advances to
customers 5,974 125,303 9,532 21,036 5,773 7,066 11,783 23,507 142,623 32,320 10,290 395,207
Reverse repurchase
agreements and other
similar secured lending 4,801 23,560 - 248 27 - 35 132 - - - 28,803
Available for sale debt
securities 9,379 5,267 7 - 63,056 - 53 5,062 - - 144 82,968
Other assets 1,845 6,198 - - 7 - - - - 114 1 8,165
Total on-balance sheet 272,499 317,784 12,874 32,318 143,590 13,975 13,235 39,213 143,398 32,686 15,619 1,037,191
Off-balance sheet:
Contingent liabilities 1,294 6,253 3,910 927 5 3,696 1,430 5,206 - 708 1,167 24,596
Documentary credits
and other short-term
trade related
transactions 293 - 134 - - 2 128 15 - 119 2 693
Forward starting reverse
repurchase agreements - 14 - - - - - - - - - 14
Standby facilities, credit
lines and other
commitments 1,687 23,627 34,943 10,521 761 26,068 14,118 21,917 9,699 57,816 20,984 222,141
Total off-balance sheet 3,274 29,894 38,987 11,448 766 29,766 15,676 27,138 9,699 58,643 22,153 247,444
Total 275,773 347,678 51,861 43,766 144,356 43,741 28911 66,351 153,097 91,329 37,772 1,284,635
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Analysis of problem loans

Loans that are past due or assessed as impaired within this section are reflected in the balance sheet credit quality tables on pages 91 to 94 as

being Higher Risk.

Age analysis of loans and advances that are past due but not impaired (audited)
The following table presents an age analysis of loans and advances that are past due but not impaired. Loans that are past due but not impaired
consist predominantly of wholesale loans that are past due but individually assessed as not being impaired. These loans although individually
assessed as unimpaired may carry an unidentified impairment provision.

Loans and advances past due but not impaired (audited)

Past due Past due Past due Past due Past due
upto1 1-2 2-3 3-6 6 months
The Group month months months months and over Total
£m £m £m £m £m fm
As at 31 December 2016
Loans and advances designated at fair value 29 8 18 - 16 71
Home loans 1 - - 33 31 65
Credit cards, unsecured and other retail lending 2 - 2 11 77 92
Corporate loans 6,962 1,235 149 178 354 8,878
Total 6,994 1,243 169 222 478 9,106
As at 31 December 2015
Loans and advances designated at fair value 70 14 - - 209 293
Home loans 22 8 6 24 80 140
Credit cards, unsecured and other retail lending 288 14 15 93 120 530
Corporate loans 5,862 897 207 226 280 7,472
Total 6,242 933 228 343 689 8,435
Loans and advances past due but not impaired (audited)
Past due Past due Past due Past due Past due
upto1 1-2 2-3 3-6 6 months
The Bank month months months months and over Total
£m £m £m £m £m fm
As at 31 December 2016
Loans and advances designated at fair value 29 8 18 - 16 71
Home loans 1 - - 33 24 58
Credit cards, unsecured and other retail lending 2 - 2 11 40 55
Corporate loans 4,134 1,216 142 176 354 6,022
Total 4,166 1,224 162 220 434 6,206
As at 31 December 2015
Loans and advances designated at fair value 70 14 - - 209 293
Home loans 20 7 2 9 51 89
Credit cards, unsecured and other retail lending 260 11 13 73 64 421
Corporate loans 3,689 869 198 188 263 5,207
Total 4,039 901 213 270 587 6,010

Corporate loans past due up to one month increased £1.1bn to £7.0bn primarily driven by the appreciation of average USD against GBP.
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Analysis of loans and advances assessed as impaired (audited)
The following table presents an analysis of loans and advances into those collectively or individually assessed as impaired. The table includes an
age analysis for loans and advances collectively assessed as impaired.

Loans that are collectively assessed as impaired consist predominantly of retail loans that are one day or more past due for which a collective
allowance is raised. Wholesale loans that are past due, individually assessed as unimpaired, but which carry an unidentified impairment provision,

are excluded from this category.

Loans that are individually assessed as impaired consist predominantly of wholesale loans that are past due and for which an individual allowance

has been raised.

Home loans, unsecured loans and credit card receivables that are subject to forbearance in the retail portfolios are included within the collectively
assessed for impairment category. Where wholesale loans under forbearance have been impaired, these form part of individually assessed

impaired loans.

Loans and advances assessed as impaired (audited)

Past due Total Individually

The Group Past due up Past due Past due Past due 6 months collectively assessed for

to 1 month 1-2 months 2-3 months 3-6 months and over assessed impairment Total

£m £fm £m £m £fm £fm £m £m
As at 31 December 2016
Home loans 2,866 795 201 298 452 4,612 820 5,432
Credit cards, unsecured and other
retail lending 1,135 354 250 516 1,702 3,957 492 4,449
Corporate loans 288 53 35 72 131 579 1,580 2,159
Total 4,289 1,202 486 886 2,285 9,148 2,892 12,040
As at 31 December 2015
Home loans 3,672 1,036 278 364 812 6,162 648 6,810
Credit cards, unsecured and other
retail lending 1,241 691 284 541 1,792 4,549 964 5,513
Corporate loans 251 76 45 76 96 544 1,786 2,330
Total 5,164 1,803 607 981 2,700 11,255 3,398 14,653
Loans and advances assessed as impaired (audited)
Past due Total Individually
The Bank Past due up Past due Past due Past due 6 months collectively assessed for
to 1 month 1-2 months 2-3 months 3-6 months and over assessed impairment Total
£fm £m £m £fm fm fm £m fm

As at 31 December 2016
Home loans 2,866 795 201 298 452 4,612 808 5,420
Credit cards, unsecured and other retail
lending 768 175 115 228 1,059 2,345 428 2,773
Corporate loans 286 52 34 70 129 571 1,528 2,099
Total 3,920 1,022 350 596 1,640 7,528 2,764 10,292
As at 31 December 2015
Home loans 3,075 941 224 305 519 5,064 558 5,622
Credit cards, unsecured and other retail
lending 751 510 150 298 1,351 3,060 296 3,356
Corporate loans 132 48 31 63 42 316 1,345 1,661
Total 3,958 1,499 405 666 1,912 8,440 2,199 10,639

The decrease in loans collectively assessed as impaired to £9.1bn (2015: £11.3bn) predominantly relates to BAGL balances now held for sale.
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Impairment

Impairment allowances

Impairment allowances decreased 6% to £4,620m primarily due to the reclassification of BAGL balances now held for sale, partially offset by the
impact of a management review of impairment modelling within the credit cards portfolios and increases within Barclays International due to
volume growth, the appreciation of average US Dollar and Euro against Sterling and increased impairment for a number of single name

exposures.

Movements in allowance for impairment by asset class (audited)

Amounts
Acquisitions Exchange charged to Balance at
At beginning and Unwind of and other Amounts income 31
The Group of year disposals discount adjustmentsa  written off  Recoveries statement  December
£m £fm £m £m £fm fm £m fm
2016
Home loans 518 3) (5) (108) (23) - 88 467
Credit cards, unsecured and other retail lending 3,394 (2) (70) (709) (1,806) 296 1,957 3,060
Corporate loans 1,009 - - 81 (364) 69 298 1,093
Total impairment allowance 4,921 (5) (75) (736) (2,193) 365 2,343 4,620
2015
Home loans 547 - (32) (64) (94) 7 154 518
Credit cards, unsecured and other retail lending 3,345 - (105) (170) (1,848) 301 1,871 3,394
Corporate loans 1,563 - (12) (383) (335) 92 84 1,009
Total impairment allowance 5,455 - (149) (617) (2,277) 400 2,109 4,921
Movements in allowance for impairment by asset class
Exchange Amounts
Acquisitions and other charged to Balance at
The Bank At beginning and Unwind of adjustments Amounts income 31
of year disposals discount a  writtenoff  Recoveries statement December
fm fm fm £fm £fm fm £m £m
2016
Home loans 368 3) (5) 35 (22) - 88 461
Credit cards, unsecured and other retail lending 2,111 - (60) (313) (1,148) 190 993 1,773
Corporate loans 802 - - 209 (335) 68 275 1,019
Total impairment allowance 3,281 (3) (65) (69) (1,505) 258 1,356 3,253
2015
Home loans 394 - (5) (68) (35) (2) 84 368
Credit cards, unsecured and other retail lending 2,269 - (79) (120) (1,227) 211 1,057 2,111
Corporate loans 1,201 - - (242) (245) 83 5 802
Total impairment allowance 3,864 - (84) (430) (1,507) 292 1,146 3,281
For further analysis of loans and advances showing different management analysis please refer to the Barclays PLC Annual Report 2016:
e Retail and wholesale loan portfolio analysis pages 176 to181
Analysis by industry and geography pages 170 to171
e Analysis by business pages 244 to 256
e Analysis by asset class pages 176 to 179
e Potential credit risk loans pages 180 to 181
e Forbearance pages 182 to 185
Note
a Exchange and other adjustments for 2016 primarily includes the reclassification of £762m related to BAGL now held for sale offset by currency movements due to the
appreciation of average USD and EUR against GBP
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Analysis of market risk

Market risk is the risk of a reduction in earnings or
capital due to volatility of trading book positions or
an inability to fully hedge the banking book balance
sheet.

This section contains key disclosures describing the
Group’s market risk profile, highlighting regulatory as
well as management measures.

Key metrics

Value at risk increased in the year due to increased
volatility. Additional protection against a further
reduction in GBP base rate has contributed to a
decrease in Annual Earnings at Risk.

24%

Increase in management Value at Risk

-£220m

Decrease in Modelled Net Interest Income from a down 25bps shock in

interest rates (floored assumption)
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Summary of contents Page
= Overview of Market Risk and Summary of Performance in 108 Outlines key measures used to summarise the market risk profile
the Period of the bank such as Value at risk (VaR) and Annual Earnings at Risk
(AEaR). A distinction is made between management and
regulatory measures.
Traded Market Risk
= Review of Management Measures The Group discloses details on management measures of market
= The daily average, maximum and minimum values of 109 risk. Total management VaR includes all trading positions and is
management VaR presented on a diversified basis by risk factor.
= Business Scenario Stresses 110
Non-Traded Market Risk
= Overview m A description of the non-traded market risk framework is provided.
= Analysis of Equity Sensitivity 112 The Group discloses the overall impact of a parallel shift in interest
rates on retained earnings, available for sale and cash flow hedges.
= Volatility of the Available for Sale portfolio in the liquidity 13 The Group measures the volatility of the value of the Available for
pool Sale instruments in the liquidity pool through Non-Traded Market
Risk VaR.
= Foreign Exchange Risk 114 The Group disclosures the two sources of foreign exchange risk

= Transactional foreign currency exposure
= Translational foreign exchange exposure
= Functional currency of operations.

that it is exposed to.
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Market risk

Market risk is the risk of a reduction in earnings or
capital due to volatility of the trading book positions or
as a consequence of running a banking book balance
sheet and liquidity funding pools.

All disclosures in this section pages 108-114 are unaudited unless

otherwise stated. Disclosures for 2016 and 2015 exclude BAGL
balances held for sale unless otherwise stated.

Overview of market risk

This section contains key statistics describing the market risk profile
of the Group, such as Value at Risk (VaR) measures. A distinction is
made between regulatory and management measures within the
section. The market risk management section on pages 108 to 114
provides descriptions of these metrics:

= page 108 provides a view of market risk in the context of the
Group’s balance sheet

= pages 109 to 110 cover the management of traded market risk.
Management measures are shown from page 109

= non-traded market risk, arising from our banking books, is
reviewed from page 111.

home.barclays/annualreport

Measures of market risk in the Group and
accounting measures

Traded market risk measures such as VaR and balance sheet
exposure measures have fundamental differences:

balance sheet measures show accruals-based balances or
marked to market values as at the reporting date

= VaR measures also take account of current marked to market
values, but in addition hedging effects between positions are
considered

market risk measures are expressed in terms of changes in value
or volatilities as opposed to static values.

For these reasons, it is not possible to present direct reconciliations
of traded market risk and accounting measures.

Summary of performance in the period

Overall, the Group has maintained a steady risk profile, with key
movements outlined below:

= measures of traded market risk, such as Value at risk (VaR),
increased in the year mainly due to the underlying movements to
credit spreads and volatility in the cross currency markets driven
by market structural changes
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Traded market risk review

Review of management measures
The following disclosures provide details on management measures of market risk. See the risk management section on page 69 for more detail on
management measures and the differences when compared to regulatory measures.

The table below shows the total Management VaR on a diversified basis by risk factor. Total Management VaR includes all trading positions in
Barclays International, Non-Core, BAGL and Head Office.

Limits are applied against each risk factor VaR as well as total Management VaR, which are then cascaded further by risk managers to each
business.

The daily average, maximum and minimum values of management VaR

Management VaR (95%) (audited) 2016 2015

Average High= Lowa Average Higha Lowa
For the year ended 31 December £m £m £m £m £m £m
Credit risk 16 24 9 11 17 8
Interest rate risk 7 13 4 6 14 4
Equity risk 7 11 4 8 18 4
Basis risk 5 9 3 3 4 2
Spread risk 3 5 2 3 6 2
Foreign exchange risk 3 5 2 3 6 1
Commodity risk 2 4 1 2 3 1
Inflation risk 2 3 2 3 5 2
Diversification effect? (24) n/a n/a (22) n/a n/a
Total management VaR 21 29 13 17 25 12

Average Credit Risk VaR increased by £5m to £16m (2015: £11m) primarily due to the underlying volatile movements to credit spreads given own
credit contribution.

Average Basis VaR increased by £2m to £5m (2015: £3m) primarily due to a combination of structural changes in the cross currency markets that
led to higher volatility and higher client activity in G10 cross currency basis.

Average Equity VaR decreased by £1m to £7m (2015: £8m) reflecting reduced cash portfolio activities and a conservative risk profile maintained in
the derivatives portfolio.

Average Foreign Exchange Risk VaR was stable as a result of maintaining a conservative risk profile in the derivatives portfolio.

The daily VaR chart illustrates an average increasing trend in 2016. Intermittent VaR increases were due to increased client flow in periods of
heightened volatility in specific markets and subsequent risk management of the position.

Note

a Diversification effects recognise that forecast losses from different assets or businesses are unlikely to occur concurrently, hence the expected aggregate loss is lower than the sum of
the expected losses from each area. Historic correlations between losses are taken into account in making these assessments. The high and low VaR figures reported for each
category did not necessarily occur on the same day as the high and low VaR reported as a whole. Consequently a diversification effect balance for the high and low VaR figures would
not be meaningful and is therefore omitted from the above table.
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Business Scenario Stresses

As part of the Group’s risk management framework, on a regular basis the performance of the trading business in hypothetical scenarios
characterised by severe macroeconomic conditions is modelled. Up to seven global scenarios are modelled on a regular basis, for example, a
sharp deterioration in liquidity, a slowdown in the global economy, terrorist attacks, global recession, and a sharp increase in economic growth.

In 2016, the scenario analyses showed that the largest market risk related impacts would be due to a severe deterioration in financial liquidity and
global recession.
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Non-traded market risk
Overview

The non-traded market risk framework covers exposures in the banking book, mostly consisting of exposures relating to accrual accounted and
Available for Sale instruments. The potential volatility of the net interest income of the bank is measured by an Annual Earnings at Risk (AEaR) metric
that is monitored regularly and reported to Senior Management and the Board Risk Committee as part of the limit monitoring framework.

Net interest income sensitivity

The table below shows a sensitivity analysis on pre-tax net interest income for non-trading financial assets and financial liabilities, including the effect
of any hedging. The sensitivity has been measured using the Annual Earnings at Risk (AEaR) methodology as described in the Barclays PLC 2016
Pillar 3 Report. Note that this metric assumes an instantaneous parallel change to interest rate forward curves. The model floors shocked market rates
at zero; changes in net interest income (NII) sensitivity are only observed where forward rates are greater than zero. The main model assumptions

are: (i) one year time horizon; (ii) balance sheet is held constant; (iii) balances are adjusted for assumed behavioural profiles (i.e. considers that
customers may remortgage before the contractual maturity); and (iv) behavioural assumptions are kept unchanged in all rate scenarios.

Net interest income sensitivity (AEaR) by currency

Net Interest Income Sensitivity (AEaR) by currencya 2016
+25 basis -25 basis
points points
The Group £m £m
CBP 9 (215)
usb 3 (5)
EUR 7 1
ZAR - -
Other currencies 3 (1)
Total 22 (220)
As percentage of net interest income 0.19% (1.92%)

The income sensitivity to falling rates has increased compared to 2015 as a result of the lower GBP rate environment and subsequent deposit re-
pricing.

Net Interest Income Sensitivity (AEaR) by currency? 2016
+25 basis -25 basis
points points
The Bank £m £m
GBP 6 (163)
usD 1 3]
EUR 7 1
ZAR - -
Other currencies 2 (1)
Total 16 (165)
As percentage of net interest income 0.19% (1.93%)
Note

a Includes Barclays UK, Barclays International (excluding investment banking) and Non-core sensitivity. Treasury excluded.
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Analysis of equity sensitivity

The table below measures the overall impact of a +/- 25bps movement in interest rates on retained earnings, available for sale and cash flow hedge
reserves. This data is captured using DVO1 which is an indicator of the shift in asset value for a 1 basis point shift in the yield curve.

Analysis of equity sensitivity (audited) 2016 2015
+25 basis -25 basis +25 basis -25 basis
points points points points
The Group £m £m £m £m
Net interest income 22 (220) 42 (97)
Taxation effects on the above (7) 66 (13) 27
Effect on profit for the year 15 (154) 29 (64)
As percentage of net profit after tax 0.40% (4.13%) 2.34% (5.17%)
Effect on profit for the year (per above) 15 (154) 29 (64)
Available for sale reserve (154) 114 (180) 248
Cash flow hedge reserve (732) 692 (754) 694
Taxation effects on the above 222 (202) 280 (283)
Effect on equity (649) 450 (625) 595
As percentage of equity (0.91%) 0.63% (0.95%) 0.90%

Analysis of equity sensitivity (audited) 2016 2015
+25 basis -25 basis +25 basis -25 basis
points points points points
The Bank £m £m £m £m
Net interest income 16 (165) 31 (68)
Taxation effects on the above (5) 50 (9) 20
Effect on profit for the year 11 (115) 22 (48)
As percentage of net profit after tax 0.53% (5.53%) 2.74% (5.99%)
Effect on profit for the year (per above) 11 (115) 22 (48)
Available for sale reserve (154) 114 (180) 248
Cash flow hedge reserve (562) 522 (468) 454
Taxation effects on the above 179 (159) 194 (211)
Effect on equity (526) 362 (432) 443
As percentage of equity (0.91%) 0.62% (0.75%) 0.77%

As discussed in relation to the net interest income sensitivity table on page 111, the impact of a 25bps movement in rates is largely driven by

Barclays UK.

The change in available for sale reserve sensitivities was driven by a reduction in interest rate risk in the liquidity pool in the year. Note that the
movement in the available for sale reserve would impact CRD IV fully loaded CET1 capital, but the movement in the cash flow hedge reserve would

not impact CET1 capital.
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Volatility of the Available for Sale portfolio in the liquidity pool

Changes in value of Available for Sale exposures flow directly through capital via the Available for Sale reserve. The volatility of the value of the
Available for Sale investments in the Liquidity pool is captured and managed through a value measure rather than an earning measure, i.e. the Non-

Traded Market Risk VaR.

Although the underlying methodology to calculate the non traded VaR is identical to the one used in Traded Management VaR, the two measures are
not directly comparable. The Non-Traded VaR represents the volatility to capital driven by the Available for Sale exposures. These exposures are in the
banking book and do not meet the criteria for trading book treatment.

Analysis of Volatility of the Available for Sale portfolio in Liquidity Pool

For the year ended 31 December 2016 2015
Average High Low Average High Low
£fm £fm fm £m £m £m
Non-Traded Market Value at Risk (daily, 95%) 40 46 32 42 49 37

The Non-Traded VaR is mainly driven by volatility of interest rates in developed markets in the chart above. The sharp reduction in available for sale
VaR at the end of September was driven by a reduction in outright interest rate risk taken in liquidity pool, which was re-established in early October.
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Foreign exchange risk
The Group is exposed to two sources of foreign exchange risk.

a) Transactional foreign currency exposure
Transactional foreign exchange exposures represent exposure on banking assets and liabilities, denominated in currencies other than the
functional currency of the transacting entity.

The Group’s risk management policies prevent the holding of significant open positions in foreign currencies outside the trading portfolio
managed by Barclays International which is monitored through VaR.

Banking book transactional foreign exchange risk outside of Barclays International is monitored on a daily basis by the market risk functions and
minimised by the businesses.

b) Translational foreign exchange exposure

The Group’s investments in overseas subsidiaries and branches create capital resources denominated in foreign currencies, principally USD, EUR
and ZAR. Changes in the GBP value of the net investments due to foreign currency movements are captured in the currency translation reserve,
resulting in a movement in CET1 capital.

The Group’s strategy is to minimise the volatility of the capital ratios caused by foreign exchange movements, by using the CET1 capital
movements to broadly match the revaluation of the Group’s foreign currency RWA exposures.

The economic hedges primarily represent the USD and EUR preference shares and Additional Tier 1 (AT1) instruments that are held as equity,
accounted for at historic cost under IFRS and do not qualify as hedges for accounting purposes.

Functional currency of operations (audited)

Structural
Foreign Borrowings Derivatives currency Remaining
currency which hedge which hedge exposures structural
net the net the net  pre- economic Economic currency
investments investments investments hedges hedges exposures
fm fm fm fm fm fm
As at 31 December 2016
usbD 29,460 (12,769) - 16,691 (7,898) 8,793
EUR 2,121 (363) = 1,758 (2,053) (295)
ZAR 3,679 - (2,571) 1,108 - 1,108
PY 438 (209) (224) 5 = 5
Other 2,793 = (1,318) 1,475 = 1,475
Total 38,491 (13,341) (4,113) 21,037 (9,951) 11,086
As at 31 December 2015
usb 24,712 (8,839) (1,158) 14,715 (7,008) 7,707
EUR 2,002 (630) (14) 1,358 (1,764) (406)
ZAR 3,201 4) (99) 3,098 - 3,098
JPY 383 (168) (205) 10 - 10
Other 2,927 - (1,294) 1,633 - 1,633
Total 33,225 (9,641) (2,770) 20,814 (8,772) 12,042

During 2016, total structural currency exposure net of hedging instruments decreased by £1.0bn to £11.1bn (2015: £12.0bn). The decrease was
broadly driven by an increase in ZAR hedges following Barclays announcement to reduce the Group’s interest in BAGL. Foreign currency net
investments increased by £5.3bn to £38.5bn (2015: £33.2bn) driven predominantly by the appreciation of USD against GBP. The hedges associated
with these investments increased by £5.0bn to £17.5bn (2015: £12.4bn).
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Analysis of capital risk

Capital risk is the risk that the Group has insufficient
capital resources to (i) meet minimum regulatory
requirements in all jurisdictions; (ii) support its credit
rating; and (iii) support its business strategy.

In preparation for UK ring-fencing requirements the
Group has begun re-organising it's legal entity structure.
The capital composition of Barclays Bank PLC is broadly
equivalent to Barclays PLC however the transfer of
operations to the Group Service Company which began in
2016 and will continue in 2017 has led to some variance
in financial regulatory reporting.

This section provides a summary of Barclays Bank PLC’s
capital position and a more detailed analysis of Barclays
PLCs performance in the period, capital requirements and
capital resources.

Key metrics

12.4% fully loaded Common
Equity Tier 1 ratio for
Barclays PLC Group

Barclays PLC fully loaded CRD IV CET1 ratio increased to
12.4% (December 2015: 11.4%) reflecting an increase in
CET1 capital of £4.5bn to £45.2bn, despite RWAs
increasing by £7bn to £366bn.

The increase in CET1 capital was largely driven by profits
generated in the period, after absorbing the impact of
notable items. Other favourable movements included the
currency translation reserve as a result of the
appreciation of all major currencies against GBP.

The increase in RWAs was principally due to the
appreciation of ZAR, USD, and EUR against GBP, which
more than offset RWA reductions in Non-Core.
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page
= Capital risk overview and summary of performance 117 Capital risk is the risk that the Group has insufficient capital
= Regulatory minimum capital and leverage requirements resources to (i) meet minimum regulatory requirements in all
e  Capital jurisdictions; (ii) support its credit rating; and (iii) support its
. Leverage business strategy.
This section details Barclays’ capital position providing
information on both capital resources and capital
requirements.
= Summary of Capital resources for: This section outlines the fully loaded CET1 Capital, PRA
= Barclays PLC Group 119 transitional AT1 capital and PRA transitional total capital of
»  Barclays Bank Group Barclays PLC and Barclays Bank PLC
= Analysis of Barclays PLCs capital resources 120  This section outlines Barclays PLCs capital ratios and capital

e  Capital ratios
e  Capital resources

composition.
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Capital risk

Capital risk is the risk that the Group has insufficient
capital resources to:

- meet minimum regulatory requirements in all
jurisdictions

- support its credit rating; and

- support its business strategy.

More details on monitoring and managing capital risk
may be found in the Risk Management sections on
pages 150 to 157

All disclosures in this section (pages 117-120) are unaudited and
include BAGL unless otherwise stated.

Overview

This section provides a summary of Barclays Bank PLC capital
resources, and a more detailed analysis of Barclays PLC.

Summary of Barclays Plc’s performance in the period

Barclays continues to be in excess of minimum transitional and fully
loaded capital requirements and PRA capital and leverage
requirements.

The fully loaded CETT1 ratio increased to 12.4% (2015: 11.4%)
reflecting an increase in CET1 capital of £4.5bn to £45.2bn, despite
RWA:s increasing by £7bn to £366bn.

The increase in CET1 capital was largely driven by profits of £2.1bn
generated in the period, after absorbing the impact of notable items.
Other favourable movements included the currency translation
reserve as a result of the appreciation of all major currencies against
GBP.

The increase in RWAs was principally due to the appreciation of
ZAR, USD and EUR against GBP and business growth, which more
than offset RWA reductions in Non-Core.

The leverage ratio increased to 4.6% (December 2015: 4.5%) driven
by a £5.8bn increase in fully loaded Tier 1 capital to £52bn partially
offset by an increase in the leverage exposure of £97bn to £1,125bn.

Total IFRS assets increased 8% to £1,213bn from December 2015
contributing to the 9% increase in leverage exposure.

The IFRS asset increase was mainly driven by loans and advances
and other assets which increased £82bn to £707bn. The increase
was primarily due to the appreciation of major currencies against
GBP, an increase in liquidity pool assets, and lending growth in
Barclays UK and Barclays International. This was partially offset by
the rundown and exit of Non-Core assets.

Net derivative leverage exposure, remained broadly flat as an
increase in assets of £19bn to £347bn was offset by an increase in
derivative liabilities resulting in regulatory derivative netting
increasing £20bn to £313bn. The increase was mainly within foreign
exchange derivatives driven by an increase in trade volumes and
appreciation of all major currencies against GBP.

Regulatory minimum capital and leverage
requirements

Capital

Barclays’ current regulatory requirement is to meet a fully loaded
CRD IV CET1 ratio comprising the required 4.5% minimum CET1
ratio and, phased in from 2016, a Combined Buffer Requirement.
This currently comprises a Capital Conservation Buffer (CCB) of
2.5% and a Globally Systemically Important Institution (G-SlI) buffer
determined by the PRA in line with guidance from the Financial
Stability Board (FSB). Both buffers are subject to phased
implementation, the CCB is phased in at 25% per annum with
0.625% applicable for 2016. The G-SII buffer for 2016 and 2017 has
been set at 2% and is also phased in at 25% per annum with 0.5%
applicable for 2016 and 1% for 2017. On 21 November 2016 the
FSB confirmed that the G-SII buffer for 2018 will be 1.5% phasing in
at 1.1% for 2018 and taking full effect from 2019 onwards.

Also forming part of the Combined Buffer Requirement is a Counter-
Cyclical Capital Buffer (CCyB) and a Systemic Risk Buffer (SRB). On
30 November 2016 the Financial Policy Committee (FPC) reaffirmed
that it expects to maintain a CCyB of 0% on UK exposures until at
least June 2017. Other national authorities also determine the
appropriate CCyBs that should be applied to exposures in their
jurisdiction. During 2016, CCyBs started to apply for Barclays’
exposures to other jurisdictions; however based on current
exposures these are not material. No SRB has been set to date.

In addition, Barclays’ Pillar 2A requirement as per the PRA’s
Individual Capital Guidance (ICG) for 2016 based on a point in time
assessment was 3.9% of which 56% needs to be met in CET1 form,
equating to approximately 2.2% of RWAs. The Pillar 2A
requirement is subject to at least annual review and for 2017
Barclays’ Pillar 2A add-on will be 4.0%, with approximately 2.3% of
RWAs needing to be met in CET1 form. All capital, RWA and
leverage calculations reflect Barclays’ interpretation of the current
rules.

As at 31 December 2016, Barclays’ CET1 ratio was 12.4% which
exceeds the 2016 transitional minimum requirement of 7.8%
including the minimum 4.5% CET 1 ratio requirement, 2.2% of Pillar
2A, a 0.625% CCB buffer, a 0.5% G-SlI buffer and a 0% CCyB.

Leverage

Effective 1 January 2016, Barclays is required to disclose a leverage
ratio and an average leverage ratio applicable to the Group:

e The leverage ratio is consistent with the December 2015
method of calculation and has been included in our disclosure.
The calculation uses the end point CRR definition of Tier 1
capital for the numerator and the CRR definition of leverage
exposure. The current expected minimum fully loaded
requirement is 3%, but this could be impacted by the Basel
Consultation on the Leverage Framework

e  The average leverage ratio as outlined by the PRA Supervisory
Statement SS45/15 and the updated PRA rulebook is

e  calculated as the capital measure divided by the exposure measure, where the capital and exposure measure is based on the average of the
last day of each month in the quarter. The expected end point minimum requirement is 3.5% comprising of the 3% minimum requirement, a
fully phased in G-SII additional leverage ratio buffer (G-SIl ALRB) and a countercyclical leverage ratio buffer (CCLB). The minimum
requirement is on a phased basis in line with CET1 G-SlI buffer which results in a minimum requirement of 3.175% at 31 December 2016.
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In August 2016, the PRA implemented the FPC’s recommendation to allow firms to exclude qualifying central bank claims from the calculation of
the leverage exposure measure, as long as these are matched by deposits denominated in the same currency, subject to firms obtaining permission
from the PRA. This change in reporting requirements is effective 1 April 2017, which will result in a modification to the calculation of the exposure
measure for the purpose of calculating the UK leverage ratio. At 31 December 2016, Barclays’ reported leverage ratio and average leverage ratio
disclosed is unaffected by this announcement as firms are required to disclose based on the existing rules.
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Capital Resources

The CRR and Capital Requirements Directive (CRD) implemented Basel lll within the EU (collectively known as CRD IV) on 1 January 2014. The rules
are supplemented by Regulatory Technical Standards and the PRA’s rulebook, including the implementation of transitional rules. However, rules

and guidance are still subject to change as certain aspects of CRD IV are dependent on final technical standards and clarifications to be issued by
the EBA and adopted by the European Commission and the PRA.

Regulatory Capital

Barclays PLC Group Barclays Bank Plc Group

2016 2016

fm £m

Fully Loaded Common Equity Tier 1 45,204 46,450
PRA Transitional Tier 1 56,968 58,652
PRA Transitional Total Capital Resources 71,846 74,871

For additional commentary to explain the movement in Barclays PLC Common Equity Tier 1 capital please refer to page 204 of the Barclays PLC
Annual Report 2016.

home.barclays/annualreport Barclays Bank PLC Annual Report 2016 119



Risk review

Risk performance
Funding risk - Capital

Capital Composition
The capital composition of Barclays Bank Plc Group is broadly equivalent to Barclays Plc Group shown in the table below:

Capital ratios

As at 31 December 2016 2015
Fully Loaded CET1ab 12.4% 11.4%
PRA Transitional Tier 1cd 15.6% 14.7%
PRA Transitional Total Capitalcd 19.6% 18.6%

Capital resources (audited)

2016 2015
As at 31 December £m £m
Shareholders' equity (excluding non-controlling interests) per the balance sheet 64,873 59,810
Less: other equity instruments (recognised as AT1 capital) (6,449) (5,305)
Adjustment to retained earnings for foreseeable dividends (388) (631)
Minority interests (amount allowed in consolidated CET1) 1,825 950
Other regulatory adjustments and deductions
Additional value adjustments (PVA) (1,571) (1,602)
Goodwill and intangible assets (9,054) (8,234)
Deferred tax assets that rely on future profitability excluding temporary differences (494) (855)
Fair value reserves related to gains or losses on cash flow hedges (2,104) (1,231)
Excess of expected losses over impairment (1,294) (1,365)
Gains or losses on liabilities at fair value resulting from own credit 86 127
Defined benefit pension fund assets (38) (689)
Direct and indirect holdings by an institution of own CET1 instruments (50) (57)
Deferred tax assets arising from temporary differences (amount above 10% threshold) (183) -
Other regulatory adjustments 45 (177)
Fully loaded CET1 capital 45,204 40,741
Additional Tier 1 (AT1) capital
Capital instruments and the related share premium accounts 6,449 5,305
Qualifying AT1 capital (including minority interests) issued by subsidiaries 5,445 6,718
Other regulatory adjustments and deductions (130) (130)
Transitional AT1 capitale 11,764 11,893
PRA transitional Tier 1 capital 56,968 52,634
Tier 2 (T2) capital
Capital instruments and the related share premium accounts 3,769 1,757
Qualifying Tier 2 capital (including minority interests) issued by subsidiaries 11,366 12,389
Other regulatory adjustments and deductions (257) (253)
PRA transitional total regulatory capital 71,846 66,527
Risk weighted assets 365,649 358,376

For CRD IV RWA by risk type and business please refer to page 205 of the Barclays PLC Annual Report.

For leverage ratio and underlying exposures please refer to page 206 of the Barclays PLC Annual Report.

Notes

a The transitional regulatory adjustments to CET1 capital are no longer applicable resulting in CET1 capital on a fully loaded basis being equal to that on a transitional basis.

b The CRD IV CET1 ratio (FSA October 2012 transitional statement) as applicable to Barclays’ Tier 2 Contingent Capital Notes was 13.7% based on £50.0bn of transitional CRD IV
CET 1 capital and £366bn RWAs.

¢ The PRA transitional capital is based on the PRA Rulebook and accompanying supervisory statements.

d As at 31 December 2016, Barclays’ fully loaded Tier 1 capital was £51,993m, and the fully loaded Tier 1 ratio was 14.2%. Fully loaded total regulatory capital was £67,772m and
the fully loaded total capital ratio was 18.5%. The fully loaded Tier 1 capital and total capital measures are calculated without applying the transitional provisions set out in CRD IV
and assessing compliance of AT1 and Tier 2 instruments against the relevant criteria in CRD IV.

e Of the £11.8bn transitional AT1 capital, fully loaded AT1 capital used for the leverage ratio comprises the £6.4bn capital instruments and related share premium accounts, £0.5bn
qualifying minority interests and £0.1bn capital deductions. It excludes legacy Tier 1 capital instruments issued by subsidiaries that are subject to grandfathering.
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Analysis of liquidity risk

Liquidity risk is the risk that a firm, although
solvent, either does not have sufficient
financial resources available to enable it to
meet its obligations as they fall due, or can
secure such resources only at excessive cost.

This section details the Group’s liquidity risk
profile and provides information on the way the Croup
manages that risk.

Key metrics

131% LCR

The Croup strengthened its liquidity position during the year,
increasing its surplus to internal and regulatory requirements

£12bn Term Issuance

The Group maintains access to stable and diverse sources of funding
across customer deposits and wholesale debt
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Liquidity risk is the risk that the Group, although
solvent, either does not have sufficient financial
resources available to meet its obligations as they fall
due, or can secure such resources only at excessive
cost. This also results in a firm’s inability to meet
regulatory liquidity requirements. This risk is inherent
in all banking operations and can be affected by a
range of Group-specific and market-wide events.

All disclosures in this section (pages 122-140) are unaudited and
exclude BAGL unless otherwise stated

Overview

The Group has a comprehensive Key Risk Control Framework for
managing the Group’s liquidity risk. The Liquidity Framework meets
the PRA’s standards and is designed to ensure the Group maintains
liquidity resources that are sufficient in amount and quality, and a
funding profile that is appropriate to meet the liquidity risk appetite.
The Liquidity Framework is delivered via a combination of policy
formation, review and governance, analysis, stress testing, limit
setting and monitoring.

Liquidity risk is managed separately at Barclays Africa Group Limited
(BAGL) due to local currency and funding requirements. Unless
stated otherwise, all disclosures in this section exclude BAGL and
they are reported on a stand-alone basis. Adjusting for local
requirements, BAGL liquidity risk is managed on a consistent basis
to the Group.

This section provides an analysis of the Group’s: i) liquidity risk
stress testing, ii) internal and regulatory stress tests, iii) liquidity
pool, iv) funding structure and funding relationships, v) wholesale
funding, vi) term financing, vii) encumbrance, viii) repurchase
agreements, ix) credit ratings, x) liquidity management at BAGL and
xi) contractual maturity of financial assets and liabilities.

For further detail on liquidity risk governance and framework see
page 73.

Summary of performance in the period

The Group continued to maintain surpluses to its internal and
regulatory requirements.The liquidity pool was £165bn (December
2015: £145bn), primarily driven by the depreciation of GBP against
other major currencies and net increase in retail & commercial
deposits and wholesale funding to support business growth.The
Liquidity Coverage Ratio (LCR) was 131% (December 2015: 133%),
equivalent to a surplus of £39bn (December 2015: £37bn).
Wholesale funding outstanding excluding repurchase agreements
was £158bn (December 2015: £142bn). The increase was driven by
the prudent management of the liquidity position and holding
company issuance. The Group issued £12.1bn equivalent of capital
and senior unsecured debt from the holding company of which
£8.6bn equivalent and £0.7bn equivalent in public and private senior
unsecured debt respectively, and £2.8bn of capital instruments. In
the same period £7.4bn of Barclays Bank PLC capital and senior
unsecured debt was bought back or called.
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Liquidity risk stress testing

Under the Liquidity Framework, the Group has established a
Liquidity Risk Appetite (LRA) together with the appropriate limits for
the management of the liquidity risk. This is the level of liquidity risk
the Group chooses to take in pursuit of its business objectives and in
meeting its regulatory obligations. The key expression of the
liquidity risk is through internal stress tests. It is measured with
reference to the liquidity pool compared to anticipated stressed net
contractual and contingent outflows for each of three stress
scenarios.

Liquidity Risk Appetite

As part of the LRA, the Group runs three primary short term liquidity
stress scenarios, aligned to the PRA’s prescribed stresses:

a 90-day market-wide stress event;
a 30-day Barclays-specific stress event;
a combined 30-day market-wide and Barclays-specific stress event.

Under normal market conditions, the liquidity pool is managed to be
at a target of at least 100% of anticipated outflows under each of
these stress scenarios. The 30-day Barclays-specific stress scenario,
results in the greatest net outflows of each of the liquidity stress
tests .The combined 30-day scenario assumes outflows consistent
with a firm-specific stress for the first two weeks of the stress
period, followed by relatively lower outflows consistent with a
market-wide stress for the remainder of the stress period.

Barclays also evaluates its long term LRA, one year stress test based
on prolonged closure of capital markets.
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Key LRA assumptions include:

For the year ended 31
December 2016
Drivers of Liquidity Risk LRA Specific Stress — Key Assumptions
Wholesale Secured and . Zero rollover of maturing wholesale unsecured funding
Unsecured Funding Risk L Loss of repo capacity on non-extremely liquid repos at contractual maturity date
- Withdrawal of contractual buyback obligations, excess client futures margin, PB client cash and
overlifts
. Haircuts applied to the market value of marketable assets held in the liquidity buffer
Retail and Corporate Funding . Retail and Corporate deposit outflows as counterparties seek to diversify their deposit balances
Risk
Intra-day Liquidity Risk . Liquidity held against intraday requirements for the settlement of cash and securities under a stress
Intra-Group Liquidity Risk - Liquidity support for material subsidiaries. Surplus liquidity held within certain subsidiaries is not
taken as a benefit to the wider Group.
Cross-Currency Liquidity Risk . Currency liquidity cash flows at contractual maturity for physically settled FX forwards and cross
currency swaps
Off-Balance Sheet Liquidity . Drawdown on committed facilities based on facility and counterparty type
Risk . Collateral outflows due to a 2 notch credit rating downgrade

- Increase in the Group's initial margin requirement across all major exchanges

. Variation margin outflows from collateralised risk positions

. Outflow of collateral owing but not called

- Loss of internal sources of funding within the Prime Brokerage synthetics business

Franchise-Viability Risk . Liquidity held in order to meet outflows that are non-contractual in nature, but are necessary in
order to support the firm's ongoing franchise (e.g. debt buybacks)

Funding Concentration Risk L Liquidity held against largest wholesale funding counterparty refusing to roll

Management Actions - Specifically defined actions that raise liquidity or mitigate cash outflows that would be conducted in a
manner so as not to increase market volatility, whilst maintaining all core franchises

Liquidity regulation
The Group monitors its position against the CRD IV Delegated Act Liquidity Coverage Ratio (LCR) and the Basel Ill Net Stable Funding Ratio (NSFR).

The LCR is designed to promote short-term resilience of a bank’s liquidity risk profile by ensuring that it holds sufficient High Quality Liquid Assets
to survive an acute stress scenario lasting for 30 days. The NSFR has a time horizon of 12 months and has been developed to promote a sustainable
maturity structure of assets and liabilities.

The CRD IV LCR became effective on 1 October 2015, with a minimum ratio requirement in the UK of 80% as at 31 December 2016; this will
increase to 90% on 1 January 2017 and then to 100% on 1 January 2018. As of 31 December 2016, the group reported a CRD IV LCR of 131%
(2015: 133%).

In October 2014, the BCBS published a final standard for the NSFR with the minimum requirement to be introduced in January 2018 at 100% on an
ongoing basis. On 23 November 2016 the European Commission published draft amendments to the Capital Requirements Regulation (CRR)
including its proposed implementation of NSFR in the EU. This proposal makes a number of changes from Basel NSFR, particularly in the treatment
of derivative and secured financing transactions. Barclays is in the process of assessing the impact of these changes on its NSFR ratio, and notes
that NSFR is not proposed to be a binding regulation in the EU until two years after the European legislation is finalised. We remain above 100%
well ahead of implementation timelines, based on a conservative interpretation of the Basel rule.

home.barclays/annualreport Barclays Bank PLC Annual Report 2016 123



Risk review

Risk performance

Funding risk - liquidity

Comparing internal and regulatory liquidity stress tests

The LRA stress scenarios and the CRD IV LCR are all broadly comparable short-term stress scenarios in which the adequacy of defined liquidity

resources is assessed against contractual and contingent stress outflows. The CRD IV LCR stress tests provide an independent assessment of the
Group’s liquidity risk profile.

Stress Test Barclays LRA CRD IV LCR
Time Horizon 30 - 90 days 30 days
Calculation Liquid assets to net cash outflows Liquid assets to net cash outflows

As at 31 December 2016, the Group held eligible liquid assets in excess of 100% of stress requirements for all three short term LRA scenarios and
the CRD IV LCR requirement.

Compliance with internal and regulatory stress tests

Barclays' LRA (30 day
Barclays-specific

requirement)a b CRD IV LCR®
As at 31 December 2016 £bn £bn
Eligible liquidity buffer 173 166
Net stress outflows (144) (127)
Surplus 29 39
Liquidity pool as a percentage of anticipated net outflows as at 31 December 2016 120% 131%
Liquidity pool as a percentage of anticipated net outflows as at 31 December 2015 131% 133%

The Group plans to maintain its surplus to the internal and regulatory stress requirements at an efficient level, while considering risks to market
funding conditions and its liquidity position. The continuous reassessment of these risks may lead to appropriate actions being taken with respect
to sizing of the liquidity pool.

Notes

a Of the three stress scenarios monitored as part of the LRA, the 30-day Barclays-specific scenario results in the lowest ratio at 120% (2015:131%). This compares to 134%
(December 2015: 144%) under the 90-day market-wide scenario, and 144% (December 2015: 133%) under the 30-day combined scenario.

b Includes BAGL
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Liquidity pool

The Group liquidity pool as at 31 December 2016 was £165bn (2015: £145bn). During 2016, the month-end liquidity pool ranged from £132bn to
£175bn (2015: £142bn to £168bn), and the month-end average balance was £153bn (2015: £155bn). The liquidity pool is held unencumbered
and is not used to support payment or clearing requirements. Such requirements are treated as part of our regular business funding. The liquidity
pool is intended to offset stress outflows, and comprises the following cash and unencumbered assets.

Composition of the Group liquidity pool as at 31 December 2016

Liquidity pool  Liquidity pool of which CRD IV LCR eligible 2015
Cash Level 1 Level 2A  Liquidity pool
£bn £bn £bn £bn
Cash and deposits with central banks2 103 101 - - 48
Government bondsP
AAA to AA- 34 - 34 -
A+to A- 3 - 3 -
BBB+ to BBB- 1 - 1 -
Other LCR Ineligible Gov bonds 1 - - -
Total government bonds 39 - 38 - 75
Other
Government Guaranteed Issuers, PSEs and GSEs 12 - 9 3
International Organisations and MDBs 6 - 6 -
Covered bonds 1 - 1 -
Other 4 - - -
Total Other 23 - 16 3 22
Total as at 31 December 2016 165 101 54 3
Total as at 31 December 2015 145 45 87
The Group liquidity pool is well diversified by major currencies and the Group monitors LRA stress scenarios for major currencies.
Liquidity pool by currency
usb EUR GBP Other Total
£bn £bn £bn £bn £bn
Liquidity pool as at 31 December 2016 44 36 49 36 165
Liquidity pool as at 31 December 2015 41 33 46 25 145

Notes

a Of which over 98% (2015: over 97%) was placed with the Bank of England, US Federal Reserve, European Central Bank, Bank of Japan and Swiss National Bank.
b Of which over 90% (2015: over 92%) are comprised of UK, US, Japanese, French, German, Danish, Swiss and Dutch securities.
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Management of the Group liquidity pool

The composition of the liquidity pool is subject to limits set by the Board, Treasury Committee and the independent credit risk and market risk
functions. In addition, the investment of the liquidity pool is monitored for concentration risk by issuer, currency and asset type. Given the
incremental returns generated by these highly liquid assets, the risk and reward profile is continuously managed.

The Group manages the liquidity pool on a centralised basis. As at 31 December 2016, 91% of the liquidity pool was located in Barclays Bank PLC
(2015: 94%) and was available to meet liquidity needs across the Group. The residual liquidity pool is held predominantly within Barclays Capital
Inc. (BCI). The portion of the liquidity pool outside of Barclays Bank PLC is held against entity-specific stressed outflows and regulatory
requirements. To the extent the use of this portion of the liquidity pool is restricted due to regulatory requirements, it is assumed to be unavailable
to the rest of the Group.

Contingent liquidity

In addition to the Group liquidity pool, the Group has access to other unencumbered assets which provide a source of contingent liquidity. While
these are not relied on in the Group’s LRA, a portion of these assets may be monetised in a stress to generate liquidity through use as collateral for
secured funding or through outright sale.

In either a Barclays-specific or market-wide liquidity stress, liquidity available via market sources could be severely disrupted. In circumstances
where market liquidity is unavailable or available only at heavily discounted prices, the Group could generate liquidity via central bank facilities. The
Group maintains a significant amount of collateral pre-positioned at central banks and available to raise funding.

For more detail on the Group’s other unencumbered assets see page 215.

Funding structure and Funding relationships

The basis for sound liquidity risk management is a solid funding structure that reduces the probability of a liquidity stress leading to an inability to
meet funding obligations as they fall due. The Group’s overall funding strategy is to develop a diversified funding base (geographically, by type and
by counterparty) and maintain access to a variety of alternative funding sources, to provide protection against unexpected fluctuations, while
minimising the cost of funding.

Within this, the Group aims to align the sources and uses of funding. As such, retail and commercial customer loans and advances are largely
funded by customer deposits, with the surplus funding the liquidity pool. Other assets, together with other loans and advances and unencumbered
assets, are funded by long-term wholesale debt and equity.

The majority of reverse repurchase agreements are matched by repurchase agreements. The liquidity pool is predominantly funded through
wholesale markets. These funding relationships are summarised below:

2016 2015 2016 2015

Assets £bn £bn Liabilities £bn £bn

Loans and advances to customersa 326 336 Customer accounts? 374 374

Group liquidity pool 165 145 <1 Year wholesale funding 70 54

> 1 Year wholesale funding 88 88

Other assets 185 135 Equity and other liabilities 151 104
Reverse repurchase agreements and other similar Repurchase agreements and other similar secured

secured lendingb 190 178 borrowingb 190 178

Derivative financial instrumentsb 347 326 Derivative financial instrumentsP 340 322

Total assets 1,213 1,120 Total liabilities 1,213 1,120

Notes

a Excluding cash collateral and settlement balances.

b Comprised of reverse repurchase that provide financing to customers collateralised by highly liquid securities on a short-term basis or are used to settle short-term inventory
positions and repo financing of trading portfolio assets.
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Deposit funding

Deposit funding (audited)

Funding of loans and advances to customers

2016

2015

Loans and advances
to customers

Customer deposits Loan to deposit ratio

Loan to deposit ratio

As at 31 December 2016 £bn £bn % %
Barclays UK 167 189 - -
Barclays International 98 152 - -
Non-Core 19 - - -
Total Barclays UK, Barclays International and Non-Core? 284 341 83% 86%
Barclays International, Head Office and Non-Coreb 109 82

Total 393 423 93% 95%

Total Barclays UK, Barclays International and Non-Core are largely funded by customer deposits. The loan to deposit ratio for these businesses was
83% (2015: 86%). The customer deposits in excess of loans and advances are primarily used to fund liquidity buffer requirements for these
businesses. The loan to deposit ratio for the Group is 93% (2015: 95%).

Although, contractually, current accounts are repayable on demand and savings accounts at short notice, the Group’s broad base of customers,
numerically and by depositor type, helps protect against unexpected fluctuations in balances. Such accounts form a stable funding base for the
Group’s operations and liquidity needs. The Group assesses the behavioural maturity of both customer assets and liabilities to identify structural
balance sheet funding gaps. Customer behaviour is determined by quantitative modelling combined with qualitative assessment taking into
account for historical experience, current customer composition, and macroeconomic projections. These behavioural profiles represent our
forward looking expectation of the run-off profile. The relatively low cash outflow within one year demonstrates that customer funding remains
broadly matched with customer assets from a behavioural perspective.

Behavioural Maturity Profile

Behavioural maturity profile cash outflow/(inflow)

Loans and Customer Over one year but
advances to Customer funding Not more than one not more than

customers deposits surplus/(deficit) year five years More than five years
As at 31 December 2016 £bn £bn £bn £bn £bn £bn
Barclays UK 167 189 23 (2) (19) 43
Barclays International 98 152 54 3 17 34
Barclays Non Core 19 - (19) (1) (6) (12)
Total 284 341 58 - (8) 65
As at 31 December 2015
Barclays UK 166 176 10 (4) (26) 40
Barclays International 88 135 47 11 18 18
Africa (discontinued) 29 29 - 1 - (M
Barclays Non Core 17 8 (9) 1 (1) (9)
Total 300 348 48 9 (9) 48
Notes

a Excluding investment banking businesses
b Including investment banking businesses
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Wholesale funding Group

Wholesale funding relationships are summarised below:

Assets
2016 2015
£bn £bn
Trading portfolio assets 33 28
Reverse repurchase agreements 42 42
Reverse repurchase agreements 35 34
Derivative financial instruments 347 326
Liquidity pool 108 97
Other assets? 109 103

Liabilities
2016 2015
£bn £bn
Repurchase agreements 75 70
Trading portfolio liabilities 35 34
Derivative financial instruments 340 322
Less than 1 year wholesale debt 70 54
Creater than 1 year wholesale debt and equity 154 150

Repurchase agreements fund reverse repurchase agreements and trading portfolio assets. Trading portfolio liabilities are settled by the remainder
of reverse repurchase agreements (see note 19 Offsetting financial assets and financial liabilities for further detail on netting).

Derivative liabilities and assets are largely matched. A substantial proportion of balance sheet derivative positions qualify for counterparty netting
and the remaining portions are largely offset once netted against cash collateral received and paid.

Wholesale debt, along with the surplus of customer deposits to loans and advances to customers, is used to fund the liquidity pool. Term wholesale

debt and equity largely fund other assets.

Note

a Predominantly available for sale investments, financial assets designated at fair value and loans and advances to banks funded by greater than one year wholesale debt and equity

and trading portfolio assets partially.
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Composition of wholesale funding?

The Group maintains access to a variety of sources of wholesale funds in major currencies, including those available from term investors across a
variety of distribution channels and geographies, money markets, and repo markets. The Group has direct access to US, European and Asian capital
markets through its global investment banking operations and long-term investors through its clients worldwide, and is an active participant in
money markets. As a result, wholesale funding is well diversified by product, maturity, geography and major currency.

As at 31 December 2016, the Group’s total wholesale funding outstanding (excluding repurchase agreements) was £158bn (2015: £142bn). £70bn
(2015: £54bn) of wholesale funding matures in less than one year, of which £22bn (2015: £14bn)b relates to term funding.

As at 31 December 2016, outstanding wholesale funding comprised £26bn (2015: £25bn) of secured funding and £132bn (2015: £117bn) of
unsecured funding.

As the Group progresses to a Single Point of Entry resolution model, Barclays continues to issue debt capital and term senior unsecured funding
from Barclays PLC, the holding company, replacing maturing debt in Barclays Bank PLC.

Maturity profile of wholesale fundingb

<1 1-3 3-6 6-12 <1
month months months months year 1-2years 2-3years 3-4years 4-5years >5years Total
£bn £bn £bn £bn £bn £bn £bn £bn £bn £bn £bn
Barclays PLC
Senior unsecured (Public benchmark) - - - - - 0.9 1.6 1.1 4.5 7.9 16.0
Senior unsecured (Privately placed) - - - - - 0.1 - - 0.2 0.5 0.8
Subordinated liabilities - - - - - - - 1.1 - 2.7 3.8
Barclays Bank PLC
Deposits from banks 9.2 43 1.7 1.1 16.3 0.2 - 0.3 - - 16.8
Certificates of deposit and commercial
paper 0.3 5.2 5.6 10.9 22.0 0.7 1.1 0.5 0.5 0.3 25.1
Asset backed commercial paper 3.7 3.1 0.7 - 7.5 - - - - - 7.5
Senior unsecured (Public benchmark) 1.7 0.6 1.6 - 3.9 - 2.7 0.7 0.7 1.1 9.1
Senior unsecured (Privately placed) ¢ 0.6 1.5 3.6 35 9.2 73 5.5 3.2 1.6 10.0 36.8
Covered bonds - 1.8 1.6 1.5 4.9 1.0 1.8 - 1.0 37 12.4
Asset backed securities - 0.6 1.0 0.6 2.2 0.7 1.4 0.4 - 0.7 54
Subordinated liabilities - - - 1.3 1.3 3.2 0.1 1.0 5.5 8.5 19.6
Otherd 1.1 0.2 0.6 1.1 3.0 0.2 0.2 0.3 0.1 0.7 4.5
Total as at 31 December 2016 16.6 17.3 16.4 20.0 70.3 14.3 14.4 8.6 14.1 36.1 157.8
Of which secured 37 5.6 34 23 15.0 1.8 32 0.4 1.0 44 25.8
Of which unsecured 12.9 11.7 13.0 17.7 55.3 12.5 11.2 8.2 13.1 31.7 1320
Total as at 31 December 2015 15.8 15.3 8.6 13.8 53.5 16.5 12.6 13.7 8.3 373 1419
Of which secured 4.2 39 1.6 03 10.0 5.1 2.4 2.8 0.5 4.5 25.3
Of which unsecured 11.6 11.4 7.0 13.5 43.5 11.4 10.2 10.9 7.8 328 116.6

Outstanding wholesale funding includes £32.6bn (2015: £35.1bn) of privately placed senior unsecured notes in issue. These notes are issued
through a variety of distribution channels including intermediaries and private banks. Although not a requirement, the liquidity pool exceeded
wholesale funding maturing in less than one year by £95bn (2015: £91bn).

Notes

a The composition of wholesale funds comprises the balance sheet reported Deposits from Banks, Financial liabilities at Fair Value, Debt Securities in Issue and Subordinated
Liabilities, excluding cash collateral and settlement balances and collateral swaps, Included within deposits from banks are £4.5bn of liabilities drawn in the European Central
Bank’s facilities.

b Term funding maturities comprise public benchmark and privately placed senior unsecured notes, covered bonds/asset-backed securities (ABS) and subordinated debt where the
original maturity of the instrument was more than 1 year.

¢ Includes structured notes of £30.8bn, £7.7bn of which matures within one year.

d Primarily comprised of fair value deposits £3bn and secured financing transactions of physical gold £0.5bn.
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Currency composition of wholesale debt
As at 31 December 2016, the proportion of wholesale funding by major currencies was as follows:

Currency composition of wholesale funding

usD EUR GBP Other
% % % %
Deposits from banks 22 44 30 4
Certificates of deposits and commercial paper 44 48 7 1
Asset backed commercial paper 89 8 3 -
Senior unsecured (public benchmark) 51 25 16 8
Senior unsecured (Privately placed) 48 25 11 16
Covered bonds/ABS 30 42 28 -
Subordinated liabilities 53 28 19 -
Total as at 31 December 2016 48 32 16
Total as at 31 December 2015 38 31 23 8

To manage cross-currency refinancing risk the Group manages to foreign exchange cash flow limits, which limit risk at specific maturities. Across
wholesale funding, the composition of wholesale funding is materially unchanged.

Term financing

The Group issued £12.1bn equivalent of capital and senior unsecured debt from the holding company of which £8.6bn equivalent and £0.7bn
equivalent in public and private senior unsecured debt respectively, and £2.8bn of capital instruments. In the same period £7.4bn of Barclays Bank
PLC capital and senior unsecured debt was bought back or called.

In addition, the Group has £21.2bn of term funding maturing in 2017 and £13.2bn in 2018.

The Group expect to continue issuing public wholesale debt in 2017 from Barclays plc, in order to ensure compliance with new prospective loss
absorbency requirements and maintain a stable and diverse funding base by type, currency and distribution channel.
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Liquidity management at BAGL Group (audited)

Liquidity risk is managed separately at BAGL Group due to local currency, funding and regulatory requirements.

In addition to the Group liquidity pool, as at 31 December 2016, BAGL Group held £10.6bn (2015: £6.0bn) of liquidity pool assets against BAGL-
specific anticipated stressed outflows. The liquidity pool consists of central bank deposits, government bonds, treasury bills, notes and coins, Absa
Bank successfully applied for a Committed Liquidity Facility from the South African Reserve Bank, which is included in the liquidity pool from
January 2016.

The BACL loan to deposit ratio as at 31 December 2016 was 107% (2015: 102%).

Additional information on liquidity management at BAGL can be found in the Barclays Africa Group Annual Report

Contractual maturity of financial assets and liabilities (audited)

The table below provides detail on the contractual maturity of all financial instruments and other assets and liabilities. Derivatives (other than those
designated in a hedging relationship) and trading portfolio assets and liabilities are included in the ‘on demand’ column at their fair value. Liquidity
risk on these items is not managed on the basis of contractual maturity since they are not held for settlement according to such maturity and will
frequently be settled before contractual maturity at fair value. Derivatives designated in a hedging relationship are included according to their
contractual maturity.

Financial assets designated at fair value in respect of linked liabilities to customers under investment contracts have been included in other assets

and other liabilities as the Group is not exposed to liquidity risk arising from them; any request for funds from creditors would be met by
simultaneously liquidating or transferring the related investment.
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Contractual maturity of financial assets and liabilities (including BAGL) (audited)

Over three Over six Over nine Over one Overtwo  Over three Over five
months but months but months but year years but years but years but
Not more not more not more not more but not not more not more not more
On than three than six than nine thanone morethan than three than five than ten Over ten
The Group demand months months months year  two years years years years years Total
fm fm fm £fm fm £fm £fm fm £m £m fm
As at 31 December 2016
Assets
Cash and balances at
central banks 102,006 322 - - - - - - - - 102,328
Items in the course of
collection from other
banks 1,467 - - - - - - - - - 1,467
Trading portfolio
assets 80,255 - - - - - - - - - 80,255
Financial assets
designated at fair value 15,558 43,233 5,555 2,376 2,081 686 90 129 771 8,129 78,608
Derivative financial
instruments 345,818 6 400 5 2 14 168 175 123 109 346,820
Loans and advances to
banks 4,705 34,346 2,753 480 133 412 236 20 549 - 43,634
Loans and advances to
customers 26,931 85,990 7,522 6,310 8,245 29,326 25,602 44,776 48,233 109,848 392,783
Reverse repurchase
agreements and other
similar secured lending 7,043 3,678 892 144 905 792 - - - - 13,454
Available for sale
financial investments 40 1,015 3,064 741 2,666 10,127 9,031 15,148 12,817 8,716 63,365
Other financial assets 251 1,111 - - - 76 - - - - 1,438
Total financial assets 584,074 169,701 20,186 10,056 14,032 41,433 35,127 60,248 62,493 126,802 1,124,152
Other assets? 89,803
Total assets 1,213,955
Liabilities
Deposits from banks 5,906 39,610 1,120 672 351 193 13 328 21 - 48,214
Items in the course of
collection due to other
banks 636 - - - - - - - - - 636
Customer accounts 317,951 87,616 5,305 3,023 4,528 2,836 1,262 1,043 443 696 424,703
Repurchase
agreements and other
similar secured
borrowing 5,480 9,234 1,934 917 1,327 311 - 83 474 - 19,760
Trading portfolio
liabilities 34,687 - - - - - - - - - 34,687
Financial liabilities
designated at fair value 15,285 41,547 4,007 4,112 1,827 7,540 5,762 5,773 3,588 6,591 96,032
Derivative financial
instruments 339,646 4 - - 2 10 34 46 75 670 340,487
Debt securities in issue 27 16,731 11,713 5,902 6,867 3,167 8,069 9,186 10,122 3,585 75,369
Subordinated liabilities - 7 - - 1,317 3,230 56 7,487 7,064 4,710 23,871
Other financial
liabilities - 4,151 - - - 1,010 - - - - 5,161
Total financial
liabilities 719,618 198,900 24,079 14,626 16,219 18,297 15,196 23,946 21,787 16,252 1,068,920
Other liabilities? 74,080
Total liabilities 1,143,000
Cumulative liquidity
gap (135,544) (164,743) (168,636) (173,206) (175,393) (152,257) (132,326) (96,024) (55,318) 55,232 70,955

Note

a For December 2016, other assets includes balances of £71,454m (2015: £7,364m) and other liabilities includes balances of £65,292m (2015: £5,997m) relating to amounts held
for sale. Please refer to Note 45 for details.
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Contractual maturity of financial assets and liabilities (including BAGL) (audited)

Over three Over six Over nine Over one Overtwo  Over three Over five
months but months but months but year years but years but years but
Not more not more not more not more but not not more not more not more
On  thanthree than six than nine thanone  morethan  thanthree than five than ten Over ten
The Group demand months months months year two years years years years years Total
£m £m fm £m fm fm £m fm fm £m fm
As at 31 December 2015
Assets
Cash and balances at
central banks 49,580 131 - - - - - - - - 49,711
Items in the course of
collection from other
banks 631 380 - - - - - - - - 1,011
Trading portfolio assets 77,398 - - - - - - - - - 77,398
Financial assets
designated at fair value? 30,667 21,966 1,722 1,372 583 1,021 587 424 867 16,172 75,381
Derivative financial
instruments 326,930 28 3 1 53 331 61 257 147 59 327,870
Loans and advances to
banks 5,354 32,019 1,954 366 468 588 991 43 12 34 41,829
Loans and advances to
customers 29,117 76,337 13,935 7,084 12,332 27,616 27,318 48,707 50,737 106,034 399,217
Reverse repurchase
agreements and other
similar secured lending2 12,171 12,089 3,296 292 205 74 35 1 24 - 28,187
Financial investments 465 2,396 1,792 4,936 2,088 11,537 14,659 17,937 21,445 13,049 90,304
Other financial assets - 1,304 - - - 100 - - - - 1,404
Total financial assets 532,313 146,650 22,702 14,051 15,729 41,267 43,651 67,369 73,232 135,348 1,092,312
Other assets - - - - - - - - - - 28,415
Total assets - - - - - - - - - - 1,120,727
Liabilities
Deposits from banks 5,717 38,720 1,355 540 335 97 9 67 236 4 47,080
Items in the course of
collection due to other
banks 1,013 - - - - - - - - - 1,013
Customer accounts 312,773 80,119 7,605 4,415 5,319 2,854 923 1,660 624 2,015 418,307
Repurchase agreements
and other similar secured
borrowing? 5,729 11,683 3,479 1,975 876 843 52 - 398 - 25,035
Trading portfolio
liabilities 33,967 - - - - - - - - - 33,967
Financial liabilities
designated at fair value? 20,051 32,453 3,152 3,470 2,317 6,093 5,458 7,446 4,139 5,533 90,112
Derivative financial
instruments 323,786 80 92 49 49 42 13 57 70 14 324,252
Debt securities in issue 50 14,270 5,615 4,322 4,469 10,164 4,795 13,056 10,015 2,394 69,150
Subordinated liabilities 2 - - 9 28 1,254 2,994 2,191 9,232 6,245 21,955
Other financial liabilities - 2,664 - - - 1,075 - - - - 3,739
Total financial liabilities 703,088 179,989 21,298 14,780 13,393 22,422 14,244 24,477 24,714 16,205 1,034,610
Other liabilities - - - - - - - - - - 20,099
Total liabilities - - - - - - - - - - 1,054,709
Cumulative liquidity gap  (170,775) (204,114) (202,710) (203,439) (201,103) (182,258) (152,851) (109,959) (61,441) 57,702 66,018

Note

a The On demand and Not more than three months categories for 2015 have been adjusted by £37bn for financial assets and £25bn for financial liabilities. This was done to better

reflect the contractual maturity of both Reverse repurchase agreements and Repurchase agreements measured at amortised cost and fair value.
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Contractual maturity of financial assets and liabilities (audited)

Over three Over six  Over nine Over one Over two Over three Over five
months but months but months but year yearsbut yearsbut years but
Not more not more not more not more but not not more not more not more
On than three thansix  than nine thanone morethan than three than five thanten Overten
The Bank demand months months months year  two years years years years years Total
fm £fm £fm fm £fm £fm £fm £fm fm £m £m
As at 31 December 2016
Assets
Cash and balances at central
banks 97,144 322 - - - - - - - - 97,466
Items in the course of
collection from other banks 1,010 - - - - - - - - - 1,010
Trading portfolio assets 36,527 - - - - - - - - - 36,527
Financial assets designated at
fair value 114 55,096 6,477 3,278 2,008 712 502 1,816 2,292 8,570 80,865
Derivative financial
instruments 326,792 24 - 4 2 9 142 148 26 55 327,202
Loans and advances to banks 2,903 37,221 1,916 485 145 967 275 39 13 - 43,964
Loans and advances to
customers 25,548 106,221 14,248 6,682 9,406 32,356 28,712 49,249 42,873 115,829 431,124
Reverse repurchase
agreements and other similar
secured lending 5,164 14,683 952 194 905 1,043 - - - - 22,941
Available for sale financial
investments 16 956 1,685 736 2,635 10,103 8,970 15,115 12,766 8,617 61,599
Other financial assets - 1,858 - - - 251 - - - - 2,109
Total financial assets 495218 216,381 25,278 11,379 15,101 45,441 38,601 66,367 57,970 133,071 1,104,807
Other assets? - - - - - - - - - - 30,513
Total assets o o o o o o o o o - 1,135,320
Liabilities
Deposits from banks 6,268 49,096 1,186 677 360 11 13 395 31 - 58,037
Items in the course of
collection due to other banks 636 - - - - - - - - - 636
Customer accounts 308,167 95,458 6,299 3,376 4,765 3,808 2,547 6,405 6,081 10,488 447,394
Repurchase agreements and
other similar secured
borrowing - 24,093 2,022 917 1,326 311 - 83 474 - 29,226
Trading portfolio liabilities 31,999 - - - - - - - - - 31,999
Financial liabilities designated
at fair value 178 60,113 4,432 4,044 2,691 7,130 4,966 6,162 4,533 7,081 101,330
Derivative financial
instruments 316,944 119 - - 1 5 18 42 75 670 317,874
Debt securities in issue - 9,238 9,164 5,608 6,458 1,555 5,079 2,950 4,019 1,135 45,206
Subordinated liabilities - - - - 1,317 3,181 42 7,487 7,064 4,787 23,878
Other financial liabilities - 10,215 - - - 548 - - - - 10,763
Total financial liabilities 664,192 248,332 23,103 14,622 16,918 16,549 12,665 23,524 22,277 24,161 1,066,343
Other liabilities? - - - - - - - - - - 10,979
Total liabilities - - - - - - - - - - 1,077,322
Cumulative liquidity gap (168,974) (200,925) (198,750) (201,993) (203,810) (174,918) (148,982) (106,139) (70,446) 38,464 57,998

Note

a For December 2016, other assets includes balances of £3,453m (2015: £5,180m) and other liabilities includes balances of £2,135m (2015: £4,103m) relating to amounts held for
sale. Please refer to Note 45 for details.
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Contractual maturity of financial assets and liabilities (audited)

The Bank
Over three Over six Over nine Over one Overtwo  Over three Over five
months but months but months but year years but years but years but
Not more not more not more not more but not not more not more not more
On  than three than six than nine thanone  morethan  than three than five than ten Over ten
demand months months months year two years years years years years Total
As at 31 December
2015 £m £m £m £m £m £m £m £fm £m £m £m
Assets
Cash and balances at
central banks 43,539 130 - - - - - - - - 43,669
Items in the course of
collection from other
banks 596 - - - - - - - - - 596
Trading portfolio
assets 33,057 - - - - - - - - - 33,057
Financial assets
designated at fair
value 24 43,523 2,695 1,893 986 1,803 540 2,115 1,975 16,433 71,987
Derivative financial
instruments 315,565 56 2 1 53 118 61 257 90 49 316,252
Loans and advances
to banks 3,897 31,143 2,933 2,504 3,069 4,955 4,340 3,793 5,515 52 62,201
Loans and advances
to customers 28,925 89,526 15,132 7,887 11,268 29,489 21,824 47,517 42,474 101,165 395,207
Reverse repurchase
agreements and other
similar secured
lending - 22,305 4,962 743 121 329 250 69 24 - 28,803
Financial investments 12 2,038 892 4,807 1,837 10,829 14,221 16,967 20,357 11,648 83,608
Other financial assets - 6,326 - - - 283 - - - - 6,609
Total financial assets 425,615 195,047 26,616 17,835 17,334 47,806 41,236 70,718 70,435 129,347 1,041,989
Other assets? - - - - - - - - - - 35,619
Total assets - - - - - - - - - - 1,077,608
Liabilities
Deposits from banks 21,161 39,830 1,288 503 331 97 9 118 345 - 63,682
Items in the course of
collection due to other
banks 758 - - - - - - - - - 758
Customer accounts 270,503 84,644 7,529 4,988 5,696 10,173 7,202 11,599 2,588 6,869 411,791
Repurchase
agreements and other
similar secured
borrowing - 18,401 3,467 2,135 588 1,109 66 - 398 - 26,164
Trading portfolio
liabilities 23,567 - - - - - - - - - 23,567
Financial liabilities
designated at fair
value 271 48,122 4,101 4,501 3,065 6,608 5,098 7,725 4,703 6,004 90,198
Derivative financial
instruments 309,740 35 46 4 3 42 13 58 70 14 310,025
Debt securities in
issue 2 6,900 4,570 3,575 3,641 8,954 1,421 8,177 7,264 1,216 45,720
Subordinated liabilities 2 - - 9 28 1,254 2,757 1,971 9,232 6,158 21,411
Other financial
liabilities - 14,297 — — — 1,288 — - — - 15,585
Total financial
liabilities 626,004 212,229 21,001 15,715 13,352 29,525 16,566 29,648 24,600 20,261 1,008,901
Other liabilities? - - - - - - - - - - 11,183
Total liabilities - - - - - - - - - - 1,020,084
Cumulative liquidity
gap (200,389) (217,571) (211,956) (209,836) (205,854) (187,573) (162,903) (121,833) (75,998) 33,088 57,524
Note

a For December 2016, other assets includes balances of £3,453m (2015: £5,180m) and other liabilities includes balances of £2,135m (2015: £4,103m) relating to amounts held for

sale. Please refer to Note 45 for details.
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Expected maturity dates do not differ significantly from the contract dates, except for:

= Trading portfolio assets and liabilities and derivative financial instruments, which may not be held to maturity as part of the Group’s trading
strategies.

= Retail deposits, which are included within customer accounts, are repayable on demand or at short notice on a contractual basis. In practice,
these instruments form a stable base for the Group’s operations and liquidity needs because of the broad base of customers — both numerically
and by depositor type (see Behavioural maturity profile on page 127; and

= Financial assets designated at fair value held in respect of linked liabilities, which are managed with the associated liabilities.

Contractual maturity of financial liabilities on an undiscounted basis (audited)
The table below presents the cash flows payable by the Group under financial liabilities by remaining contractual maturities at the balance sheet
date. The amounts disclosed in the table are the contractual undiscounted cash flows of all financial liabilities (i.e. nominal values).

The balances in the below table do not agree directly to the balances in the consolidated balance sheet as the table incorporates all cash flows, on
an undiscounted basis, related to both principal as well as those associated with all future coupon payments. Derivative financial instruments held
for trading and trading portfolio liabilities are included in the on demand column at their fair value.

Financial liabilities designated at fair value in respect of linked liabilities under investment contracts have been excluded from this analysis as the
Group is not exposed to liquidity risk arising from them.

Contractual maturity of financial liabilities - undiscounted2 (audited)

Over three Over six Over one Over three Over five
months but  months but year years but years but
Not more not more not more but not not more not more
On than three than six than one more than than five than ten Over ten
The Group demand months months year  three years years years years Total
fm fm fm fm fm £fm £m fm £m
As at 31 December 2016
Deposits from banks 5,906 39,617 1,122 1,025 207 328 21 - 48,226
Items in the course of collection
due to other banks 636 - - - - - - - 636
Customer accounts 317,951 87,635 5312 7,565 4,154 1,067 533 1,013 425,230
Repurchase agreements and
other similar secured lending 5,480 9,249 1,939 2,253 312 83 474 - 19,790
Trading portfolio liabilities 34,687 - - - - - - - 34,687
Financial liabilities designated at
fair value 15,285 41,599 4,023 5,979 13,443 5,899 3,900 8,443 98,571
Derivative financial instruments 339,646 4 - 2 44 48 84 1,086 340,914
Debt securities in issue 27 16,916 11,828 13,059 11,915 9,654 10,992 4,061 78,452
Subordinated liabilities - 374 635 3,021 6,761 9,011 7,860 4,866 32,528
Other financial liabilities - 4,151 - - 1,010 - - - 5,161
Total financial liabilities 719,618 199,545 24,859 32,904 37,846 26,090 23,864 19,469 1,084,195
As at 31 December 2015
Deposits from banks 5,717 38,721 1,357 877 108 70 239 10 47,099
Items in the course of collection
due to other banks 1,013 - - - - - - - 1,013
Customer accounts 312,773 80,142 7,640 9,832 3,877 1,860 746 3,090 419,960
Repurchase agreements and
other similar secured lendingb 5,729 11,686 3,482 2,853 898 - 491 - 25,139
Trading portfolio liabilities 33,967 - - - - - - - 33,967
Financial liabilities designated at
fair valueb 20,051 32,470 3,165 5,830 11,851 7,840 4,690 8,694 94,591
Derivative financial instruments 323,786 81 94 102 57 59 80 16 324,275
Debt securities in issue 50 14,352 5,844 9,277 16,775 14,169 11,264 4,542 76,273
Subordinated liabilities 2 235 403 301 6,057 3,670 10,358 6,314 27,340
Other financial liabilities - 2,664 - - 1,075 - - - 3,739
Total financial liabilities 703,088 180,351 21,985 29,072 40,698 27,668 27,868 22,666 1,053,396
Notes

a Financial liabilities on an undiscounted basis for 2016 exclude BAGL balances now held for sale but are included for 2015.
b The On demand and Not more than three months categories for 2015 have been adjusted by £25bn for financial liabilities. This was done to better reflect the contractual maturity
of Repurchase agreements measured at amortised cost and fair value.
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Contractual maturity of financial liabilities - undiscounted (audited)

The Bank
Over three Over six Over one Over three Over five
months but months but year years but years but
Not more not more not more but not not more not more
On than three than six than one more than than five than ten Over ten
demand months months year threeyears years years years Total
fm £fm £fm £fm £fm £fm £m £m £fm
As at 31 December 2016
Deposits from banks 6,268 49,104 1,187 1,039 25 396 31 - 58,050
Items in the course of collection
due to other banks 636 - - - - - - - 636
Customer accounts 308,167 95,693 6,502 8,399 7,384 7,131 7,100 12,236 452,612
Repurchase agreements and
other similar secured lending - 24,096 2,026 2,253 312 83 474 - 29,244
Trading portfolio liabilities 31,999 - - - - - - - 31,999
Financial liabilities designated at
fair value 178 60,163 4,449 6,777 12,258 6,330 4,925 9,024 104,104
Derivative financial instruments 316,944 119 - 1 23 44 84 1,086 318,301
Debt securities in issue - 9,409 9,262 12,336 7,253 3,417 4,859 1,611 48,147
Subordinated liabilities - 367 635 3,021 6,699 9,011 7,860 4,943 32,536
Other financial liabilities - 10,215 - - 548 - - - 10,763
Total financial liabilities 664,192 249,166 24,061 33,826 34,502 26,412 25,333 28,900 1,086,392
As at 31 December 2015
Deposits from banks 21,161 39,831 1,289 835 108 119 345 - 63,688
Items in the course of collection
due to other banks 758 - - - - - - - 758
Customer accounts 270,503 84,660 7,542 10,720 17,767 12,083 3,012 7,799 414,086
Repurchase agreements and
other similar secured lending - 18,402 3,470 2,725 1,179 - 491 - 26,267
Trading portfolio liabilities 23,567 - - - - - - - 23,567
Financial liabilities designated at
fair value 271 48,138 4,114 7,615 12,011 8,145 5,328 9,321 94,943
Derivative financial instruments 309,740 36 47 8 55 59 80 16 310,041
Debt securities in issue 2 6,905 4,737 7,527 11,560 8,686 7,757 2,386 49,560
Subordinated liabilities 2 235 403 300 5,773 3,362 10,287 6,217 26,579
Other financial liabilities - 14,297 - - 1,288 - - - 15,585
Total financial liabilities 626,004 212,504 21,602 29,730 49,741 32,454 27,300 25,739 1,025,074
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Maturity of off balance sheet commitments received and given (audited)

The table below presents the maturity split of the Group’s off balance sheet commitments received and given at the balance sheet date. The
amounts disclosed in the table are the undiscounted cash flows (i.e. nominal values) on the basis of earliest opportunity at which they are available.

Maturity analysis of off-balance sheet commitments received
Over three Over six Over nine Overtwo  Over three Over five
months but months but months but Over one yearsbut  yearsbut  yearsbut
Not more not more not more not more year but not not more not more not more
On thanthree thansix  than nine thanone morethan than three than five thanten  Overten
The Group demand months months months year two years years years years years Total

fm £m £m £m £m fm £m fm £m £m £m

As at 31 December

2016

Guarantees, letters of

credit and credit

insurance 6,044 18 1 410 2 23 1 3 - - 6,502
Forward starting

repurchase

agreements 102 246 - 1 - - 18 - - - 367
Total off balance

sheet commitments

received? 6,146 264 1 411 2 23 19 3 - - 6,869

As at 31 December

2015

Guarantees, letters of

credit and credit

insurance 6,329 138 4 5 32 84 12 97 4 17 6,722
Forward starting

repurchase

agreements - 392 - 73 - - - - - - 465
Total off balance sheet

commitments

received? 6,329 530 4 78 32 84 12 97 4 17 7,187

Note
a Off-balance sheet commitments received for 2016 exclude BAGL balances now held for sale but are included for 2015.
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Maturity analysis of off-balance sheet commitments given (audited)

The Group

(0]
deman

£m

Not more
n thanthree
d months

£m

Over three
months
but not

more than

six months

£m

Over si

X

months but

not mor
than nin
month

e
e
S

£m

Over nine
months but
not more
than one
year

£m

Over one
year but
not more
than two

years

fm

Over two
years but
not more
than three
years

fm

Over five
years but
not more
than ten

years

Over three
years but
not more
than five

years

Over ten
years

£m fm £m

Total

£m

As at 31 December
2016

Contingent liabilities
Documentary credits
and other short-term
trade related
transactions
Forward Starting
reverse repurchase
agreements

Standby facilities,
credit lines and other
commitments

17,111

987

300,043

425

10

24

455

845

415

233

604

285

818

355

55

187

47

88 259 151

150 70

19,939

1,005

24

302,657

Total off-balance
sheet commitments
given?

318,141

914

1,268

837

1,103

410

234

238 259 221

323,625

As at 31 December
2015

Contingent liabilities
Documentary credits
and other short-term
trade related
transactions
Forward Starting
reverse repurchase
agreements

Standby facilities,
credit lines and other
commitments

17,421

617

274,020

933

30

1,152

493

10

1,564

140

1,116

590

61

1,071

423

119

873

158

554

161 164 138

906 78 35

20,621

845

93

281,369

Total off-balance
sheet commitments
given?

292,058

2,208

2,067

1,256

1,722

1,415

712

1,075 242 173

302,928

Maturity analysis of off-balance sheet commitments received

The Bank

On
demand

£fm

Not more than
three months

fm

Over th

mon

ree

ths

fm

Over six
months but not months but not
more than six more than one
year

fm

Over one year
but not more
than three

years

fm

years but not
more than five

Over three

Over five years
but not more

than ten years

Over ten

years years

fm fm fm

Total

fm

As at 31 December 2016
Guarantees, letters of

credit and credit insurance

Forward starting
repurchase agreements

4,760

43

18

412

2 - -

5,199

43

Total off balance sheet
commitments receiveda

4,803

18

412

5,242

As at 31 December 2015
Guarantees, letters of

credit and credit insurance

Forward starting
repurchase agreements

5,878

28

291

24

16 2 7

5,964

291

Total off balance sheet
commitments received?

5,878

319

24

16 2 7

6,255

Note

a Amounts for 2016 exclude BAGL balances now held for sale but are included for 2015.
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Maturity analysis of off-balance sheet commitments given (audited)

The Bank

On
demand

£m

Not more
than three
months

£m

Over three
months
but not

more than

six months

£m

Over six Over nine
months but months but
not more not more
than nine than one
months year

£m £m

Over two
years but
not more
than three
years

Over one
year but
not more
than two

years

fm fm

Over three
years but
not more
than five

years

£m

Over five
years but
not more
than ten

years

fm

Over ten
years

£m

Total

£m

As at 31 December
2016

Contingent liabilities
Documentary credits
and other short-term
trade related
transactions
Forward Starting
reverse repurchase
agreements

Standby facilities,
credit lines and other
commitments

21,785

965

237,675

545

398

1,020

366

1,469 356

598 780

729 294

32 45

128

145

280

156

71

26,762

979

240,111

Total off-balance
sheet commitments
given?

260,425

950

1,394

2,067 1,136

761 339

273

281

227

267,853

As at 31 December
2015

Contingent liabilities
Documentary credits
and other short-term
trade related
transactions
Forward Starting
reverse repurchase
agreements

Standby facilities,
credit lines and other
commitments

22,320

536

217,363

431

28

14

1,006

429

10

160

136 282

984 539

422 158

119 -

694 525

160

787

164

49

137

35

24,639

693

222,141

Total off-balance
sheet commitments
given?

240,219

1,478

599

1,120 821

1,235 683

947

213

172

247,487

Note

a Amounts for 2016 exclude BAGL balances now held for sale but are included for 2015.
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Analysis of operational risk

This section provides an analysis of the Group’s
operational risk profile, including events which have had
a significant impact in 2016.

Key metrics

A small reduction in the number of recorded incidents
occurring during the period

91%

of the Group’s net reportable operational risk events had a loss value of
£50,000 or less

65%

of events by number are due to External Fraud
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Operational risk

Operational risk is the risk of loss to the firm from
inadequate or failed processes or systems, human
factors or due to external events (for example fraud)
where the root cause is not due to credit or market
risks

All disclosures in this section (pages 141 to 143) are
unaudited unless otherwise stated

Overview

Operational risks are inherent in the Group’s business activities and
it is not always cost effective or possible to attempt to eliminate all
operational risks. The operational risk management framework is
therefore focussed on ensuring operational risks are identified,
assessed and mitigated within the banks approved risk appetite.
More material losses are less frequent and the Group seeks to
reduce the likelihood of these in accordance with its risk appetite.

The Operational principal risk comprises the following risks:
financial reporting, fraud, information, payments process, people,
premises and security, supplier, tax, technology (including cyber)
and transaction operations. In 2016 legal risk and financial crime
risk were managed as part of operational risk.

For definitions of these risks see page 76. In order to ensure
complete coverage of the potential adverse impacts on the Group
arising from operational risk, the operational risk taxonomy extends
beyond the operational risks listed above to cover areas included
within conduct and legal risk.

This section provides an analysis of the Group’s operational risk
profile, including events, those which are above the Bank’s
reportable threshold, which have had a financial impact in 2016.

For more information on conduct risk events please see page 145.

Summary of performance in the period

During 2016, total operational risk losses decreased to £225.9m
(2015: £283.5m) with a 4% reduction in the number of recorded
events compared to prior year. The loss for the year was primarily
driven by a limited number of events in execution, delivery and
process management categories and external fraud.
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Operational risk profile

Within operational risk, a high proportion of risk events have a low
associated financial cost and a very small proportion of operational
risk events will have a material impact on the financial results of the
Croup. In 2016, 90.8% of the Group’s net reportable operational risk
events had a value of £50,000 or less (2015: 88.1%) and accounted
for 23.2% (2015: 14.5%) of the Group’s total net loss impact.

The analysis below presents the Group’s operational risk events by
Basel event category:

Execution, delivery and process management impacts increased
to £124.4m (2015: £111.8m) and accounted for 55.0% (2015:
39.4%) of overall operational risk losses. The events in this
category are typical of the banking industry as a whole where high
volumes of transactions are processed on a daily basis. The
increases in impacts were largely driven by limited number of
events with higher loss values.

External fraud (65.2%) is the category with the highest frequency
of events where high volume, low value events are also consistent
with industry experience, driven by debit and credit card fraud.
This accounted for 25.8% of overall operational risk losses in the
year from 22.2% last year.

The Group’s operational risk profile is informed by bottom-up risk
assessments undertaken by each business unit and top-down
qualitative review from the operational risk management for each
risk type. External fraud and technology are highlighted as key
operational risk exposures. The operational risk profile is also
informed by a number of risk themes: change, resilience and cyber
security. These represent material risk to the bank but have scope
which sits across multiple risk types, and therefore require a risk
management approach which is integrated within relevant risk and
control frameworks.

Investment continues to be made in new and enhanced fraud
prevention systems and tools to combat the increasing level of fraud
attempts being made and to minimise any disruption to genuine
transactions. Fraud remains an industry wide threat and the Bank
continues to work closely with external partners on various
prevention initiatives. Technology, resilience and cyber security risks
evolve rapidly so the Bank maintains continued focus and
investment in our control environment to manage these risks, and
actively partners with peers and relevant organisations to
understand and disrupt threats originating outside the Bank.

For further information see Operational Risk Management section
(pages 76 to 77).
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Operational risk events by risk category

% of total risk events by count

Business disruption and
system failures

Clients, products and
business practices

Damage to physical assets

Employment practices and
workplace safety

Execution, delivery and
process management

External fraud

Internal fraud

| 20
24
02

0.1

04
038

03
0.7

0.2
04

318
263

65.2
694

| 206
2015

Operational risk events by risk category
% of total risk events by value

Note

Business disruption and
system failures

Clients, products and
business practices

Damage to physical assets

Employment practices and
workplace safety

Execution, delivery and
process management

External fraud

Internal fraud

| 206
2015

55.0

a The data disclosed include operational risk losses for reportable events (excluding Africa) having impact of > £10,000 and exclude events that are conduct risk,
aggregate and boundary events. A boundary event is an operational risk event that results in a credit risk impact. Legal Risk Events are included. Due to the nature of
risk events that keep evolving, prior year losses are updated.
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Analysis of conduct risk

This section details Barclays’ conduct risk profile and
provides information on key 2016 risk events and risk
mitigation actions Barclays has taken

Key Metrics

5.4/10 Balanced Scorecard

The Conduct Reputation Balanced Scorecard Measure has
been sustained mainly by our focus on:

= Operating openly and transparently
= Having high quality products and services

= Delivering value for money for customers and clients
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Conduct risk

Conduct risk is the risk of detriment to customers,
clients, market integrity, competition or Barclays from
the inappropriate supply of financial services, including
instances of wilful or negligent conduct

All disclosures in this section (pages 144 to 146) are unaudited unless
otherwise stated

Conduct Risk

Barclays strives to create and maintain mutually beneficial long-term
relationships with our customers and clients. This means taking
personal accountability for understanding their needs and providing
them with products and services that meet those needs appropriately
and help them manage their financial affairs.

As a transatlantic consumer, corporate and investment bank,
Barclays also plays a critical role in promoting fair, open and
transparent markets, as well as fostering shared growth for all. This
means abiding by standards that in many cases are higher than those
set by the laws and regulations that apply to our business.

Summary of performance in the period

In 2016, Barclays remained focused on the continuous
improvements being made to manage risk effectively, with an
emphasis on enhancing governance and management information
to help ensure forward-looking risks are identified at earlier stages.

The cornerstone of our efforts is the Strengthening Personal
Accountability programme, which is designed to strengthen our
culture and embed our values throughout the organisation. The
programme includes implementation of the UK Senior Manager,
Certification and Conduct Rules, in addition to similar regulatory
requirements and expectations in other jurisdictions.

The Group introduced dashboards on conduct, culture, complaints
and citizenship to help the Board and senior management oversee
and measure change across the organisation and take action where
necessary to address issues and encourage progress. The
dashboard data reflects a downward trend in conduct issues and
complaints alongside an upward trend in confidence with respect to
speaking up about potential conduct risks and issues.

Barclays proactively undertook “Lessons Learned” assessments on
issues identified in enforcement matters across the industry,
including the use of performance metrics and formulaic incentives
in remuneration and performance management. The Group also
enhanced the role and impact of conduct issues in the
remuneration process at both the individual and business level.

Businesses have continued to assess the potential customer, client
and market impacts of strategic change and structural reform. As
part of the 2016 Medium-Term Planning Process, material conduct
risks associated with strategic and financial plans were assessed.
Divestment of non-core assets and businesses remains subject to a
governance framework that considers the impacts on customer and
client choice, market access, liquidity and other conduct risks.

The Group also continually assesses the impact of economic and
geopolitical events on customers, clients and markets. In
anticipation of the EU Referendum, Barclays successfully applied
incident management techniques to prepare for and respond to
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customer and client needs and provide market liquidity.

Throughout 2016 conduct risks were raised by businesses for
consideration by the Board Reputation Committee. The Board
Reputation Committee reviewed the risks raised and whether
management’s proposed actions were appropriate to manage the
risks effectively. In addition to structural reform, strategic change, the
EU Referendum and lessons learned assessments, the BRC reviewed
issues related to data security, cyber risk and technology resilience.

While there has been significant progress, a need for continued focus
remains. Barclays must drive cultural change through all levels of the
organisation and evidence consistent consideration of conduct risks
in long-term, medium-term and day-to-day strategic decisions. The
Group must continue to refine its conduct governance structure,
particularly with respect to forward-looking management
information to drive proactive decision making and address issues
that persist around the general control environment and
infrastructure.

The Group continued to incur significant costs in relation to litigation
and conduct matters, please refer to Note x Legal, competition and
regulatory matters and Note x Provisions for further detail. Costs
include customer redress and remediation, as well as fines and
settlements. Resolution of these matters remains a necessary and
important part of delivering the Group’s strategy and an ongoing
commitment to improve oversight of culture and conduct.

Reputation Risk has been managed as a Key Risk under Conduct Risk,
prior to being re-designated as a Principal Risk with effect from 2017.
Barclays association with sensitive sectors is often an area of concern
for stakeholders and the following topics were of particular interest
during the year:

* Climate change and the management of climate risks is an
increasingly important issue for the banking sector. There has been an
increase in the level of interest in our response to climate change from
a number of different stakeholder groups, largely driven by the
ratification of COP21 requirements and publication of draft
recommendations by the Financial Stability Board’s Taskforce on
Climate-related Financial Disclosures for annual reports. We are
undertaking a review of our global energy sector client portfolio, in
order to develop a strategic approach that is sustainable in the long
term. We expect credit appetite to fossil fuels more broadly to
decrease over time due to regulatory requirements, political appetite
and moves towards development of cleaner energy sources, with
particular short term focus on coal. In the meantime, we are actively
pursuing opportunities in the green energy and renewable sectors.

Supporting the manufacture and export of military and riot control
goods and services is a reputation risk for the financial services sector.
Political and public concern in particular relates to the use of weapons
against civilians in conflict situations and to support unjustified
external aggression. Our Defence Policy mandates our relationship
with clients in this sector and includes a number of restrictions
regarding client activities. For example, it is our policy not to finance
trade in, or manufacture of, nuclear, chemical, biological or other
weapons of mass destruction. A formal governance structure is in
place to review high risk defence relationships and trade transactions
on a case by case basis, taking into account the client, types of goods,
end user and country risk.

The banking sector has come under increased scrutiny for its
perceived indirect involvement in human rights abuses committed by
clients and customers. Barclays Group Statement on Human Rights
outlines how we manage our impacts across four key areas:
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employees, local communities, suppliers and clients/customers,
taking into account the UN Framework and Guiding Principles on
business and human rights and other internationally recognised
human rights standards. The UK Modern Slavery Act which came into
force in October 2015 has helped raise awareness of the role business
plays in managing human rights impacts. We are committed to
combatting the risk of modern slavery or human trafficking in our
supply chain or in any part of our business and Barclays Group
Statement on Modern Slavery is available on
home.barclays/content/dam/barclayspublic/docs/Citizenship/Policy
-Positions/MSA2016.pdf .

Reputation Risk may also arise as a result of issues and incidents
relevant to other Principal Risks, in particular other non-financial risks
e.g. Conduct or Operational Risk.
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Supervision of the Group

The disclosures within the Barclays Bank PLC supervision and
regulation section are the same as those found in the Barclays PLC
Annual Report, found at: home.barclays/annualreport

The Group’s operations, including its overseas offices, subsidiaries
and associates, are subject to a significant body of rules and
regulations that are a condition for authorisation to conduct
banking and financial services business. These apply to business
operations, impact financial returns and include reserve and
reporting requirements and prudential and conduct of business
regulations. These requirements are set by the relevant central
banks and regulatory authorities that authorise, regulate and
supervise the Group in the jurisdictions in which it operates. The
requirements generally reflect global standards developed by,
amongst others, the Basel Committee on Banking Supervision
(BCBS), the International Organization of Securities Commissions
(I0SCO) and the Financial Stability Board (FSB). They also reflect
requirements imposed directly by, or derived from, EU legislation.
Various bodies, such as central banks, also create voluntary Codes
of Conduct which affect the way the Group does business.

Regulatory developments impact the Group globally. We focus
particularly on EU, UK and US regulation due to the location of
Barclays’ principal areas of business. Regulations elsewhere will
affect Barclays due to the location of its branches, subsidiaries and,
in some cases, clients.

The Group and certain of its members are subject to supervisory
stress testing exercises in a number of jurisdictions. These exercises
currently include the programmes of the Bank of England (BoE), the
European Banking Authority (EBA), the Federal Deposit Insurance
Corporation (FDIC), the Board of Governors of the Federal Reserve
System (FRB) and the South African Reserve Bank (SARB). These
exercises are designed to assess the resilience of banks to adverse
economic or financial developments and ensure that they have
robust, forward-looking capital planning processes that account for
the risks associated with their business profile. Assessment by
regulators is on both a quantitative and qualitative basis, the latter
focusing on the Group’s data provision, stress testing capability and
internal management processes and controls.

Failure to meet requirements of regulatory stress tests, or the failure
by regulators to approve the stress test results and capital plans of
the Group or its members subject to these exercises, could result in
the Group or certain of its members being required to enhance its
capital position or limit capital distributions, to any external holders
of its equity or capital or within the Group. In 2016 Barclays and
certain of its subsidiaries completed stress testing pursuant to the
requirements of the BoE, EBA and SARB. Barclays was not required
to submit revised plans as a result of these tests. Further details of
Barclays capital requirements are set out below under ‘Prudential
Developments’.

Supervision in the EU

Financial regulation in the UK is to a significant degree shaped and
influenced by EU legislation. This provides the structure of the
European Single Market, an important feature of which is the
framework for the regulation of authorised firms in the EU. This
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framework is designed to enable a credit institution or investment
firm authorised in one EU member state to conduct banking or
investment business in another member state through the
establishment of branches or by the provision of services on a
cross-border basis without the need for local authorisation.
Barclays’ operations in Europe are authorised and regulated by a
combination of both home and host regulators. The impact of the
UK’s departure from the EU in this respect and, more broadly, its
impact on the UK domestic regulatory framework, is yet to be
determined. See the Risk Factor entitled ‘EU referendum’, which
discusses the potential impact of the UK’s departure from the EU in
more detail.

In the UK, the BoE has responsibility for monitoring the UK financial
system as a whole. The day-to-day regulation and supervision of
the Group is divided between the Prudential Regulation Authority
(PRA) and the Financial Conduct Authority (FCA).

In addition, the Financial Policy Committee (FPC) of the BoE has
influence on the prudential requirements that may be imposed on
the banking system through its powers of direction and
recommendation.

Barclays Bank PLC is authorised and subject to solo and consolidated
prudential supervision by the PRA and subject to conduct regulation
and supervision by the FCA. Barclays Bank PLC’s Italian and French
branches are also subject to direct supervision by the European
Central Bank (ECB).

In its role as supervisor, the PRA seeks to maintain the safety and
soundness of financial institutions with the aim of strengthening, but
not guaranteeing, the protection of customers and the financial
system. The PRA’s continuing supervision of financial institutions is
conducted through a variety of regulatory tools, including the
collection of information by way of prudential returns, reports
obtained from skilled persons, visits to firms and regular meetings
with management to discuss issues such as performance, risk
management, conduct and culture and strategy.

The regulation and supervision of market conduct matters is the
responsibility of the FCA. The FCA’s regulation of the UK firms in the
Croup is carried out through a combination of continuous
assessment, regular thematic and project work based on the FCA’s
sector assessments, which analyse the different areas of the market
and the risks that may lie ahead.

Both the PRA and the FCA have continued to develop and apply a
more assertive approach to supervision and the application of existing
standards. This may include application of standards that either
anticipate or go beyond requirements established by global or EU
standards, whether in relation to capital, leverage and liquidity,
resolvability and resolution or matters of conduct.

The FCA has retained an approach to enforcement based on credible
deterrence that has seen significant growth in the size of regulatory
fines. The approach appears to be trending towards a more US model
of enforcement including the use of Deferred Prosecution
Agreements, vigorous enforcement of criminal and regulatory
breaches, heightened fines and proposed measures related to
increased corporate criminal liability and the failure to prevent the
facilitation of tax evasion.
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The FCA has focused strongly on conduct risk and on customer
outcomes and will continue to do so. This has included a focus on the
design and operation of products, the behaviour of customers and the
operation of markets. This may affect both the incidence of conduct
costs and increase the cost of remediation. The FCA has also
increasingly focused on individual accountability within firms, as
illustrated by the Senior Managers’ Regime and Certification Regime
detailed below.

Supervision in the US

The supervisory framework of Barclays within the US is set out
below in the section entitled “Regulation in the United States”.

Supervision in South Africa

In South Africa, Barclays Africa Group Limited’s (BAGL) operations
are supervised and regulated by the South African Reserve Bank
(SARB), the Financial Services Board (SAFSB) as well as ancillary
regulators including, amongst others, the Financial Intelligence
Centre. SARB oversees the banking industry and follows a risk-
based approach to supervision, whilst the SAFSB oversees non-
banking financial services such as insurance and investment
businesses. The National Credit Regulator regulates consumer
credit and the National Consumer Commission is responsible for
other aspects of consumer protection not regulated under the
jurisdiction of the SAFSB. It is intended that regulatory
responsibilities in South Africa will in future be divided between the
SARB, which will be responsible for prudential regulation, and the
SAFSB, which will be responsible for matters of market conduct.
The proposed “twin peaks” legislation is current going through the
consultation phase of the Parliamentary process to enact the
legislation. Barclays’ and BAGL’s operations in other African
countries are primarily supervised and regulated by the central
banks in the jurisdictions where Barclays or BAGL (as relevant) has
a banking presence. In some African countries, the conduct of
Barclays’ and BAGL’s operations and the non-banking activities are
also regulated by financial market authorities.

Supervision in Asia Pacific

Barclays’ operations in Asia Pacific are supervised and regulated by a
broad range of national regulators including: the Japan Financial
Services Agency, the Bank of Japan, the Hong Kong Monetary
Authority, the Hong Kong Securities and Futures Commission, the
Monetary Authority of Singapore, the Reserve Bank of India, the
Securities and Exchange Board of India and the People’s Bank of
China, China’s State Administration of Foreign Exchange and the
China Banking Regulatory Commission. Such supervision and
regulation extends to activities conducted through branches of
Barclays Bank PLC in the Asia Pacific region as well as subsidiaries of
the Group.

Global regulatory developments

Regulatory change continues to affect all large financial institutions.
Such change emanates from: global institutions such as the G20,
FSB, I0SCO and BCBS; the European Union regionally; and national
regulators, especially in the UK and US. 2016 gave rise to significant
political changes in these markets, which have increased the level of
regulatory and supervisory uncertainty faced by the Group and the
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financial markets more broadly. For more information, please see the
Risk Factor entitled ‘Business conditions, general economy and
geopolitical issues’.

Further changes to financial services regulations impacting Barclays
may affect the Group’s planned activities and could increase costs
and contribute to adverse impacts on the Group’s earnings.

The programme of reform of the global regulatory framework
previously agreed by G20 Heads of Government in April 2009 has
continued to be taken forward throughout 2016. The G20 continues
to monitor emerging risks and vulnerabilities in the financial system
and has stated that it will take action to address them if necessary.

The FSB has been designated by the G20 as the body responsible for
co-ordinating the delivery of the global reform programme in
relation to the financial services industry. It has focused particularly
on the risks posed by systemically important financial institutions. In
2011, G20 Heads of Government adopted FSB proposals to reform
the regulation of global systematically important financial
institutions (G-SIFls), including global systematically important
banks (G-SIBs), such as Barclays.

Regulatory developments in the financial services industry can
broadly be categorised as follows: (a) prudential developments; (b)
recovery and resolution developments, a key aspect of which is to
ensure that G-SIFlIs are capable of being resolved without recourse
to taxpayer support; (c) structural reform developments; (d) market
infrastructure developments, aimed at enhancing client protection,
financial stability and market integrity; and (e) conduct, culture and
consumer protection developments.

Regulation in the EU and the UK
(a) Prudential developments

The ‘Basel lII' capital and liquidity standards, defined by BCBS, are
implemented in EU law through CRD IV. The provisions of CRD IV
either applied from, or had to be implemented in EU Member
States by, 1 January 2014. In addition, the PRA has expected
Barclays, in common with other major UK banks and building
societies, to meet a 7% CET1 ratio at the level of the consolidated
group since 1 January 2016.

G-SIBs are subject to a number of additional prudential
requirements, including the requirement to hold additional loss
absorbing capacity and additional capital buffers above the level
required by Basel lll standards. The level of G-SIB buffer is set by
the FSB according to a bank’s systemic importance and can range
from 1% to 3.5% of risk-weighted assets. The G-SIB buffer must
be met with common equity.

In November 2016, the FSB published an update to its list of G-SIBs,
reducing the G-SIB buffer that Barclays is required to hold from 2%
to 1.5%, effective from January 2018. The additional G-SIB buffer
began to be phased in from January 2016, from when G-SIBs were
required to meet 25% of their designated buffer. This will increase
t0 50% in 2017, 75% in 2018 and 100% in January 2019. G-SIBs
have also been required to meet higher supervisory expectations for
data aggregation capabilities since 1 January 2016. Barclays is also
subject to, among other buffers, a countercyclical capital buffer
(CCyB) based on rates determined by the regulatory authorities in
each jurisdiction in which Barclays maintains exposures. These rates
may vary in either direction — for example, in July 2016, the FPC
published a policy statement directing the PRA to reduce the UK
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CCyB rate from 0.5% to 0% of banks’ UK exposures with immediate
effect, which was subsequently adopted by the PRA. In November
2016, the FPC reaffirmed that it expects to maintain a UK CCyB rate
at 0% until at least June 2017, absent any material change in the
economic outlook. The systemic risk buffer is expected to be set by
the PRA for the first time in early 2019.

The BCBS maintains a number of active workstreams that will affect
the Group. In January 2016, the BCBS endorsed a new market risk
framework, including rules made as a result of its fundamental
review of the trading book, to take effect in 2019. The BCBS also
continues to focus on the consistency of risk weighting of assets
and on reducing the variations of approaches to risk weightings
between banks. This includes revisions to the standardised rules for
credit risk, CVA volatility risk and operational risk. The BCBS is also
considering whether to limit the use of internal models in certain
areas (for example, removing the Advanced Measurement Approach
for operational risk) and to apply capital floors based on the
standardised approaches. The BCBS has also recently published final
standards on the Basel Il securitisation framework, interest rate risk
in the banking book and minimum capital requirements for market
risk. The final standards for measuring and controlling large
exposures were published by the BCBS in April 2014 to take effect in
2019. In November 2016 the European Commission adopted a
proposal (commonly referred to as CRD V) to begin the legislative
process for introducing these standards within the EU, with
legislation expected to be finalised in late 2017 or early 2018. These
proposals, if implemented in their current form would, among other
things, overhaul existing rules relating to standardised and
advanced market risk and the rules governing the inclusion of
positions in the regulatory trading book.

The BCBS maintains a number of active workstreams that will affect
the Group. In January 2016, the BCBS endorsed a new market risk
framework, including rules made as a result of its fundamental
review of the trading book, to take effect in 2019. The BCBS also
continues to focus on the consistency of risk weighting of assets
and on reducing the variations of approaches to risk weightings
between banks. This includes revisions to the standardised rules for
credit risk, CVA volatility risk and operational risk. The BCBS is also
considering whether to limit the use of internal models in certain
areas (for example, removing the Advanced Measurement
Approach for operational risk) and to apply capital floors based on
the standardised approaches. The BCBS has also recently published
final standards on the Basel Ill securitisation framework, interest
rate risk in the banking book and minimum capital requirements for
market risk. The final standards for measuring and controlling large
exposures were published by the BCBS in April 2014 to take effect in
2019. In November 2016 the European Commission adopted a
proposal (commonly referred to as CRD V) to begin the legislative
process for introducing these standards within the EU, with
legislation expected to be finalised in late 2017 or early 2018. These
proposals, if implemented in their current form would, among other
things, overhaul existing rules relating to standardised and
advanced market risk and the rules governing the inclusion of
positions in the regulatory trading book.

The proposals would also enhance rules for counterparty credit risk,
strengthen requirements relating to leverage and large exposures
and introduce a net stable funding ratio, requiring banks to ensure
that they hold reliable sources of funds in excess of their required
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amount of stable funding over a one year period. CRD V also
proposes to require that non-EU parent undertakings with two or
more subsidiary firms established in the EU establish an
intermediate parent undertaking, authorised and established in, and
subject to the supervision of, an EU Member State. This requirement
would apply to non-EU groups that have been identified as non-EU
Clobal Systemically Important Institutions (G-SlIs) under CRD IV (as
amended) and to groups with entities in the EU with total assets of
at least €30bn. If implemented as proposed, Barclays could be
required to establish such a holding company in respect of its EU
operations following the UK’s departure from the EU.

In January 2017, the BCBS announced that its finalisation of reforms
to Basel Il had been delayed. The BCBS is now expected to issue
updated standards on the calculation of operational risk, the
standardised framework for credit risk, restrictions on the use of
internal models (including the application of RWA floors based on
standardised approaches), the leverage ratio (including a leverage
ratio buffer for G-SIBs) and an output floor based on a standardised
approach, later in 2017. As these measures will require EU and
domestic legislation to be implemented, it is not clear when they will
become effective.

IFRS9 will be implemented in the European Union from 1 January
2018. In October 2016, the Basel Committee issued two documents
on the treatment of accounting provisions in the regulatory
framework, to take account of the future move to expected credit
loss provisioning under IFRS and Financial Accounting Standards
Board (FASB) standards. One paper considered transitional
arrangements to phase-in the immediate capital impact of the new
provisioning standards, while the other discussed more fundamental
changes to the recognition of provisions in regulatory capital and
changes to the risk weighting framework. The European
Commission’s CRR2 proposal also proposed transitional
arrangements. The regulatory capital impact of IFRS9 on the group
will depend on the timing and final form of all these initiatives.

(b) Recovery and Resolution developments

An important component of the EU legislative framework is the
2014 Bank Recovery and Resolution Directive (BRRD) which
establishes a framework for the recovery and resolution of EU
credit institutions and investment firms. The UK implemented the
BRRD through the Financial Services (Banking Reform) Act 2013
(the Banking Reform Act), which amended the Banking Act 2009.

Pursuant to the Banking Act, UK resolution authorities are
empowered to intervene in and resolve a UK financial institution that
is no longer viable. Pursuant to these laws, the BoE (in consultation
with the PRA and HM Treasury as appropriate) has several
stabilisation options where a banking institution is failing or likely to
fail: (i) transfer some or all of the securities of the bank to a
commercial purchaser; (ii) transfer some or all of the property, rights
and liabilities of the bank to a ‘bridge bank’ wholly owned by the BoE
or to a commercial purchaser; (iii) transfer the impaired or problem
assets to an asset management vehicle to allow them to be managed
over time; (iv) cancel or reduce certain liabilities of the institution or
convert liabilities to equity to absorb losses and recapitalise the
institution and (v) in the case of a holding company, transfer the
banking institution into temporary public ownership. In addition, the
BoE may apply for a court insolvency order in order to wind up or
liguidate the institution or to put the institution into special
administration. When exercising any of its stabilisation powers, the
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BoE must generally provide that shareholders bear first losses,
followed by creditors in accordance with the priority of their claims
under normal insolvency proceedings.

In order to enable the exercise of its stabilisation powers, the BoE
may impose a temporary stay on the rights of creditors to terminate,
accelerate or close out contracts, and in some cases to override
events of default or termination rights that might otherwise be
invoked as a result of a resolution action. In addition, the Banking Act
gives the BoE the power to override, vary, or impose conditions or
contractual obligations between a UK bank, its holding company and
its group undertakings, in order to enable any transferee or
successor bank to operate effectively after any of the resolution tools
have been applied. There is also power for HM Treasury to amend
the law (excluding provisions made by or under the Banking Act) for
the purpose of enabling it to use the regime powers effectively,
potentially with retrospective effect. The Banking Act powers apply
regardless of any contractual restrictions and compensation that
may be payable. In July 2016 the PRA issued final rules on ensuring
operational continuity in resolution. The rules will apply from 1
January 2019 and will require banks to ensure that their operational
structures facilitate effective recovery and resolution planning and
the continued provision of functions critical to the economy in a
resolution scenario.

The BRRD requires EU member states to establish pre-funded
resolution funds of 1% of covered deposits to be built up by 31
December 2024. The UK government uses the Bank Levy to meet
this ex ante funding requirements, as well as the ex post
contributions that would be required were the ex-ante contributions
not to cover costs or other expenses incurred by use of the
resolution funds.

Separately, Financial Services Compensation Scheme (FSCS), a
deposit guarantee scheme established under the EU Deposit
Guarantee Schemes Directive and Investor Schemes Directive, is
funded through fees levied on participant firms, including Barclays.
The FSCS operates when an authorised firm is unable or is likely to
be unable to meet claims made against it by its customers because
of its financial circumstances. Most insured deposits made with
branches of Barclays Bank PLC within the EEA are covered by the
FSCS. Most claims made in respect of investment business will also
be protected claims if the business was carried on from the UK or
from a branch of the bank or investment firm in question in another
EEA member state. Deposits covered by the FSCS are preferred in an
insolvency of the bank.

In the event that the HM Treasury significantly increases the Bank
Levy applicable to Barclays, or the FSCS significantly increases the
fees levied on Barclays by virtue of its participation in the FSCS, the
associated costs to the Group may have a material impact on the
Croup’s results.

The BRRD also requires competent authorities to impose a
‘Minimum Requirement for own funds and Eligible Liabilities’
(‘MREL’) on financial institutions to facilitate the effective exercise of
the bail-in tool referred to above. The EU proposes that for G-SIBs,
such as Barclays, MREL should be set in accordance with the FSB
Total Loss Absorbing Capital (TLAC) standard, discussed further
below.
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In November 2015 the FSB finalised its proposals to enhance the
loss-absorbing capacity of G-SIBs to ensure that there is sufficient
loss-absorbing and recapitalisation capacity available in resolution
to implement an orderly resolution which minimises the impact on
financial stability, ensures the continuity of critical functions and
avoids exposing taxpayers to losses. To this end, the FSB has set a
new minimum requirement for ‘total loss absorbing capacity’
(TLAC). The EU has proposed to implement the TLAC standard via
the MREL requirement and the European Commission has proposed
amendments in its CRD V proposal to achieve this. As the proposals
remain in draft it is uncertain what the final requirements and
timing will be. The statement of policy confirmed that the BoE will
set MREL for UK G-SIBs as necessary to implement the TLAC
standard and that institution or group-specific MREL requirements
will depend on the preferred resolution strategy for that institution
or group. The MREL will be phased in from 1 January 2019 and will
be fully implemented by 1 January 2022, at which time G-SIBs with
resolution entities incorporated in the UK, including Barclays, will be
required to meet a MREL equivalent to the higher of (i) two times
the sum of its Pillar 1 and Pillar 2A requirements or (ii) the higher of
two times its leverage ratio or 6.75% of leverage exposures.
However, the PRA will review the MREL calibration by the end of
2020, including assessing the proposal for Pillar 2A recapitalisation
which may drive a different 1 January 2022 MREL requirement than
currently proposed.

In addition, it is proposed that CET1 capital cannot be counted
towards both MREL and the combined buffer requirement (CBR),
meaning that the CBR will effectively be applied above both the Pillar
1 and Pillar 2A requirements relating to own funds and MREL, such
that a failure to maintain sufficient other MREL resources could
result in a breach of the CBR.

In October 2016, the BCBS also published its final standard on the
prudential treatment of banks’ investments in TLAC instruments issued
by other institutions, confirming that internationally active banks (both
G-SIBs and non-G-SIBs) must deduct their holdings of TLAC instruments
that do not otherwise qualify as regulatory capital from their own Tier 2
capital. Where the investing bank owns less than 10% of the issuing
bank’s common shares, TLAC holdings are to be deducted from Tier 2
capital only to the extent that they exceed 10% of the investing bank’s
common equity (or 5% for non-regulatory capital TLAC holdings); below
this threshold, holdings would instead be subjected to risk-weighting.
C-SIBs may only apply risk-weighting to non-regulatory capital TLAC
holdings by the 5% threshold where those holdings are in the trading
book and are sold within 20 business days.

In addition to the amendments proposed to align MREL for G-SIBs with
the TLAC standard, in November 2016 the European Commission
proposed a package of amendments to the BRRD, including to harmonise
the priority ranking of unsecured debt instruments under national
insolvency proceedings and to enhance the stabilisation tools by
including a moratorium tool.
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The PRA has made rules that require authorised firms to draw up
recovery plans and resolution packs, as required by the BRRD. Recovery
plans are designed to outline credible recovery actions that authorised
firms could implement in the event of severe stress in order to restore
their business to a stable and sustainable condition. The resolution pack
contains detailed information on the authorised firm in question which
will be used to develop resolution strategies for that firm, assess its
current level of resolvability against the strategy, and to inform work on
identifying barriers to the implementation of operational resolution plans.
In the UK, Recovery and Resolution Planning (RRP) work is considered
part of continuing supervision. Removal of potential impediments to an
orderly resolution of the Group or one or more of its subsidiaries in
considered as part of the BoE’s and PRA’s supervisory strategy for each
firm, and the PRA can require firms to make significant changes in order
to enhance resolvability. Barclays currently provides the PRA with a
Recovery Plan annually and with a Resolution Pack every other year.

The BoE’s preferred approach for the resolution of the Group is a bail-in
strategy with a single point of entry through Barclays PLC. Under such a
strategy, Barclays PLC’s subsidiaries would remain operational while
Barclays PLC's eligible liabilities would be written down or converted to
equity in order to recapitalise the Group and allow for the continued
provision of services and operations throughout the resolution. This
strategy relies on Barclays PLC having issued sufficient loss-absorbing
capacity to effect bail-in and recapitalise the Group should the need arise.
As aresult the Group is focusing on transitioning eligible loss absorbing
capital from subsidiary level to Barclays PLC level.

(c) Structural reform developments

Recent developments in banking law and regulation in the UK have
included legislation designed to ring-fence the retail and smaller
business deposit-taking businesses of large banks. The Banking
Reform Act put in place a framework for this ring-fencing and
secondary legislation passed in 2014 elaborated on the operation and
application of the ring-fence. Ring-fencing rules have been published
by the PRA further determining how ring-fenced banks will be
permitted to operate.

Further rules published by the FCA set out the disclosures that
non-ring-fenced banks are required to make to prospective
customers that are individuals.

In relation to ring-fencing in the UK, FSMA, as amended by the
Banking Reform Act, requires, amongst other things, the separation
of the retail and smaller business deposit-taking activities of UK
banks in the UK and branches of UK banks in the European Economic
Area (EEA) into a legally distinct, operationally separate and
economically independent entity, which will not be permitted to
undertake a range of activities (so called ring-fencing). UK ring-
fenced banks and large UK building societies will be required to hold
CETT1 capital in excess of that required under CRD IV from 2019. This
requirement will be applied by the PRA on an institution specific basis
according to a framework set out by the FPC. The implications of
these requirements on Barclays are discussed in more detail in the
Risk Factor entitled ‘Structural Reform’.

At European level, the European Commission issued proposals
recommending the mandatory separation of proprietary trading and
other high-risk trading activities from banking activities in January
2014. These proposals would apply to institutions that have been

identified as G-SlIs under CRD IV and envisage, amongst other things:

(i) a ban on proprietary trading in financial instruments and
commodities; and (ii) rules on the economic, legal, governance, and
operational links between the trading entities and other banking
group entities. The legislative proposal includes a derogation in
respect of the separation of trading activities (but not the ban on
proprietary trading) for Member States which had adopted similar
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measures before the date of its publication. The legislative proposal
remains under consideration by the European Parliament and the
Council of the EU.

(d) Market Infrastructure developments

The European Market Infrastructure Regulation (EMIR) has
introduced requirements designed to improve transparency and
reduce the risks associated with the derivatives market, some of
which are still to be fully implemented. EMIR requires that certain
entities that enter into derivative contracts: report such
transactions; clear certain over the counter (OTC) transactions
where mandated to do so; and implement risk mitigation standards
in respect of uncleared OTC trades. The obligation to clear
derivatives only applies to certain counterparties and specified types
of derivative. In October 2016 the European Commission adopted a
delegated regulation relating to the exchange of collateral, one of
the risk mitigation techniques under EMIR. Provisions relating to
initial margin will be phased in from 6 February 2017 until 1
September 2020. Provisions relating to variation margin applied on
a phased basis from

4 February 2017. EMIR has potential operational and financial
impacts on the Group, including by imposing collateral
requirements.

CRD IV aims to complement EMIR by applying higher capital
requirements for bilateral, uncleared over-the-counter derivative
trades. Lower capital requirements for cleared derivatives trades are
only available if the central counterparty through which the trade is
cleared is recognised as a ‘qualifying central counterparty’ (QCCP)
which has been authorised or recognised under EMIR (in
accordance with binding technical standards). Higher capital
requirements may apply to the Group following the UK’s departure
from the EU if UK CCPs are not regarded as QCCPs.

The amended Markets in Financial Instruments Directive and
Markets in Financial Instruments Regulation (collectively referred to
as MiFID I1) is expected to apply from 3 January 2018. MiFID Il will
affect many of the investment markets in which the Group operates,
the instruments in which it trades and the way it transacts with
market counterparties and other customers. Changes introduced by
MIFID Il include: the introduction of a new type of trading venue
(the organised trading facility), capturing non-equity trading that
falls outside the current regime; and the expansion of the concept
of, and requirements applicable to, firms which systematically trade
against proprietary capital (systematic internalisers).

MIFID Il also strengthens investor protections and imposes new
curbs on high frequency and commodity trading. It also increases
pre-and post-trade transparency and introduces a new regime for
third country firms. MiIFID Il also includes new requirements relating
to non- discriminatory access to trading venues, central
counterparties and benchmarks, and harmonised supervisory
powers and sanctions across the EU.

The EU Benchmarks Regulation came into force in June 2016, with
the majority of provisions intended to apply from January 2018. This
Regulation applies to the administration, contribution of data to and
use of benchmarks within the EU. Financial institutions within the EU
will be prohibited from using benchmarks unless their
administrators are authorised, registered or otherwise recognised in
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the EU. This may impact the ability of Barclays to use certain
benchmarks.

In 2015 the European Commission launched work on establishing a
Capital Markets Union (CMU) within the EU. The CMU aims to
increase the availability of non-bank financing in the EU, deepen the
single market for financial services and promote growth and
financial stability.

The Commission’s work on the CMU includes the development of a
regulatory framework in order to enhance efficiencies in the cross-
border environment for capital markets, as well as a review of
existing legislation to determine instances in which such legislation
should be modified.

This work is likely to continue through 2017 and beyond and may
result in changes to the EU regulatory framework in which the
Group operates.

(e) Conduct, Culture and Consumer Protection developments

On 7 March 2016 the PRA and FCA introduced measures to increase
the individual accountability of senior managers and other covered
individuals in the banking sector. The new regime comprises the
‘Senior Managers Regime’, which applies to a limited number of
individuals with senior management responsibilities within a firm,
the ‘Certification Regime’, which is intended to assess and monitor
the fitness and proprietary of a wider range of employees who could
pose a risk of significant harm to the firm or its customers and
conduct rules that individuals subject to either regime must comply
with. From March 2017, the conduct rules will apply more widely to
other staff of firms within scope of the regime.

The Financial Services Act 2010, amongst other things, requires the
UK regulators to make rules about remuneration and to require
regulated firms to have a remuneration policy that is consistent with
effective risk management. The Banking Act also amended FSMA to
allow the FCA to make rules requiring firms to operate a collective
consumer redress scheme to deal with cases of widespread failure
by regulated firms to meet regulatory requirements, that may have
created consumer detriment.

Barclays has to comply with national data protection laws,
governing the collection, use, and disclosure of personal data, in a
majority of the countries in which it operates. From 25 May 2018
data protection laws throughout the EU will be replaced by a single
General Data Protection Regulation (GDPR); the UK government has
confirmed the UK will adopt and apply the GDPR from May 2018.
The impact across Barclays will be significant, affecting not only
Group entities operating and processing personal data within the EU
but also those outside the EU offering goods or services to, or
monitoring individuals within the EU. The GDPR contains significant
penalties for data protection breaches and non- compliance, up to
4% of Group global turnover.

A number of recent developments have indicated a clear political
and regulatory desire to make customer transactional account
information more easily accessible to customers and parties
providing services to them. One such example is the revised
Payment Services Directive (PSD2), which came into force on 12
January 2016 and must be implemented by 13 January 2018. Shortly
after the finalisation of PSD2, the Open Banking Working Group, a
body established at the request of HM Treasury, issued a report
outlining how an ecosystem allowing the sharing of bank and
customer information could be established, operated and governed.
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The resulting ‘Open Banking Standard’ is intended to allow for the
provision of access to public data and secure access to private data.

In August 2016, the UK Competition and Markets Authority (CMA)
published the results of its market investigation into retail banking,
identifying features of the market that were having an adverse effect
on competition and setting out a number of measures to remedy
the shortcomings. One of these remedies requires Barclays, among
other banks, to help establish and fund an entity to govern open
access to information about bank services, provision and service
quality. Barclays expects to be required to make public information
available through open application programming interfaces (APIs)
through the course of 2017, with transactional information being
available through an open API by January 2018 to align with the
PSD2 timeframes.

EU regulation and governments have been increasingly focused on
cyber security risk management for banking organisations and have
proposed laws that would impose a variety of requirements on
regulated Barclays entities. These requirements include minimum
required security measures, enhanced reporting requirements and a
variety of other cyber and information risk governance measures.
When implemented, the proposals may increase technology and
compliance costs for Barclays.

The UK Bribery Act 2010 introduced a new form of corporate
criminal liability focussed on a company’s failure to prevent bribery
on its behalf. The legislation has broad application and in certain
circumstances may have extraterritorial impact as to entities,
persons or activities located outside the UK, including Barclays PLC
and its subsidiaries. In practice, the legislation requires Barclays to
have adequate procedures to prevent bribery which, due to the
extraterritorial nature of the status, makes this both complex and
costly.

Regulation in the United States
Supervision in the US

Barclays’ US activities and operations are subject to umbrella
supervision by the Board of Governors of the Federal Reserve
System (FRB), as well as additional supervision, requirements and
restrictions imposed by other federal and state regulators. Barclays
PLC, Barclays Bank PLC and their US branches and subsidiaries are
subject to a comprehensive regulatory framework involving
numerous statutes, rules and regulations, including the
International Banking Act of 1978, the Bank Holding Company Act
of 1956 (BHC Act), the USA PATRIOT Act of 2001 and the Dodd
Frank Wall Street Reform and Consumer Protection Act of 2010
(DFA). In some cases, US requirements may impose restrictions on
Barclays’ global activities in addition to its activities in the US.

In July 2016, Barclays established a US intermediate holding
company, Barclays US LLC (BUSL), which holds substantially all of
Barclays’ US subsidiaries and assets (including Barclays Capital Inc.
and Barclays Bank Delaware), other than Barclays’ US branches and
certain other assets and subsidiaries. BUSL, Barclays PLC and
Barclays Bank PLC are regulated as bank holding companies (BHCs)
by the FRB, which exercises umbrella supervisory authority over
and imposes a wide variety of requirements and restrictions on
Barclays’ US operations, including with respect to safety and
soundness. As Barclays’ top-tier US bank holding company, BUSL is
or will become subject to the enhanced prudential supervision
requirements applicable to US bank holding companies of
comparable size, including: (i) regulatory capital requirements and
leverage limits; (ii) mandatory annual supervisory and annual and
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semi-annual company-run stress testing of capital levels, and
annual submission of a capital plan in connection with the FRB’s
annual Comprehensive Capital Analysis and Review (CCAR),
resulting in an FRB objection or non-objection to the capital plan;
(iii) FRB non- objection to any proposed capital distributions by
BUSL, including to Barclays Bank PLC; (iv) additional substantive
liquidity requirements, including requirements to conduct monthly
internal liquidity stress tests for BUSL (and also, separately, for
Barclays Bank PLC’s US branch network), and to maintain a 30-day
buffer of highly liquid assets; (v) other liquidity risk management
requirements, including compliance with liquidity risk management
standards established by the FRB, and maintenance of an
independent function to review and evaluate regularly the
adequacy and effectiveness of the liquidity risk management
practices of Barclays’ combined US operations; and (vi) overall risk
management requirements, including a US risk committee and a US
chief risk officer. BUSL will become subject to the FRB’s capital
planning requirements in 2017.

The BHC Act generally restricts the activities of BHCs to banking
and activities closely related to banking. In order to engage in a
broader range of activities, Barclays PLC and Barclays Bank PLC
have also elected to be treated as financial holding companies
under the BHC Act. Financial holding companies may engage in a
range of financial and related activities, directly or through
subsidiaries, including underwriting, dealing and making markets
in securities. In order to maintain its status as a financial holding
company, a financial holding company is required to meet or
exceed certain regulatory capital ratios and other requirements
and be deemed ‘well capitalised’ and ‘well managed’. In addition,
the financial holding company status requires Barclays Bank
Delaware to maintain at least a ‘satisfactory’ rating under the
Community Reinvestment Act of 1977 (CRA). Entities ceasing to
meet any of these requirements are required to enter into an
agreement to correct the deficiency and are allotted a period of
time in which to restore capital levels or management ratings. The
non-compliant entity will be subject to limitations on activities
during any period of non-compliance. If the capital level or rating is
not restored, the non-compliant entity would be subjected to
increasingly stringent penalties and could ultimately be closed or
required to cease certain activities in the US.

In addition to general oversight by the FRB, certain of Barclays’
branches and subsidiaries are regulated by additional authorities
based on the location or activities of those entities. The deposits of
Barclays Bank Delaware are insured by the FDIC, which also
exercises supervisory authority over the bank’s operations. Under
the Federal Deposit Insurance Act Barclays PLC, Barclays Bank PLC
and BUSL are required to act as a source of financial strength for
Barclays Bank Delaware. This could, among other things, require
these entities to inject capital into Barclays Bank Delaware if it fails
to meet applicable regulatory capital requirements. The New York
and Florida branches of Barclays Bank PLC are subject to extensive
supervision and regulation by, as applicable, the New York State
Department of Financial Services (NYSDFS) and the Florida Office
of Financial Regulation. Barclays Bank Delaware, a Delaware
chartered commercial bank, is subject to supervision and
regulation by the Delaware Office of the State Bank Commissioner.

Barclays’ US securities broker/dealer, investment advisory and
investment banking operations are also subject to ongoing
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supervision and regulation by the Securities and Exchange
Commission (SEC), the Financial Industry Regulatory Authority
(FINRA) and other government agencies and self-regulatory
organisations (SROs) as part of a comprehensive scheme of
regulation of all aspects of the securities and commodities
business under US federal and state securities laws.

Similarly, Barclays’ US commodity futures, commaodity options and
swaps-related operations are subject to ongoing supervision and
regulation by the Commodity Futures Trading Commission (CFTC),
the National Futures Association and other SROs.

Barclays’ US retail and consumer activities, including the US credit
card operations of Barclays Bank Delaware, are subject to direct
supervision and regulation by the Consumer Financial Protection
Bureau (CFPB), which was established by the DFA. The CFPB has
the authority to examine and take enforcement action related to
compliance with federal laws and regulations regarding the
provision of consumer financial services and the prohibition of
‘unfair, deceptive or abusive acts and practices’.

The ‘Volcker Rule’, a provision of the DFA that came into effect in
July 2015, prohibits banking entities from undertaking certain
‘proprietary trading’ activities and limits the sponsorship of, and
investment in, private equity funds (including non-conforming
real estate and credit funds) and hedge funds, in each case
broadly defined, by such entities. These restrictions are subject to
certain exemptions, including for underwriting, market-making
and risk-mitigating hedging activities as well as for transactions
and investments occurring solely outside of the US. As required
by the rule, Barclays has developed and implemented an extensive
compliance and monitoring programme (both inside and outside
of the US) addressing proprietary trading and covered fund
activities. These efforts are expected to continue as the FRB and
the other relevant US regulatory agencies further implement and
monitor these requirements and Barclays may incur additional
costs in relation to such efforts. The Volcker Rule is highly
complex and its full impact will not be known with certainty until
market practices and structures further develop under it.

The Bank Secrecy Act, USA PATRIOT Act 2001 and regulations
thereunder contain numerous anti-money laundering and anti-
terrorist financing requirements for financial institutions. In
addition, Barclays is subject to the US Foreign Corrupt Practices
Act, which prohibits certain payments to foreign officials, as well
as rules and regulations relating to economic sanctions and
embargo programs administered by the US Office of Foreign
Assets Control which restrict certain business activities with
certain individuals, entities, groups, countries and territories. In
some cases, these regulations may impact entities, persons or
activities located outside the US, including Barclays PLC and its
subsidiaries. The enforcement of these regulations has been a
major focus of US government policy relating to financial
institutions in recent years, and failure of a financial institution to
ensure compliance could have serious legal, financial and
reputational consequences for the institution.

The US regulators have enhanced their focus on the promotion of
cultural values as a key area for banks. The regulators view the
responsibility for reforming culture as primarily sitting with the
industry. In this regard regulators have increasingly focused on
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areas such as incentive compensation, promotion processes and
measurements of success.

Title Il of the DFA established the Orderly Liquidation Authority, a
new regime for orderly liquidation of systemically important
financial institutions, which could apply to BUSL. Specifically, when
a systemically important financial institution is in default or danger
of default, the FDIC may be appointed receiver under the orderly
liquidation authority instead of the institution being resolved
through a voluntary or involuntary proceeding under the US
Bankruptcy Code. In addition, the licensing authorities of each US
branch of Barclays Bank PLC and of Barclays Bank Delaware have
the authority, in certain circumstances, to take possession of the
business and property of the applicable Barclays entity they license
or to revoke or suspend such licence. Such circumstances include
violations of law, unsafe business practices and insolvency.

Under the DFA, Barclays must submit annually to the FRB and the
FDIC a plan for its ‘rapid and orderly’ resolution in the event of
material financial distress or failure. As required, Barclays submitted
its most recent annual US resolution plan to the US regulators on 1
July 2015. Barclays’ next submission will be due on 1 July 2017 in
view of the FDIC’s and FRB’s joint determination that certain foreign
banking organisations’ 2016 annual resolution plan filing
requirements would be satisfied by the 2017 submission.

In addition, on 3 February 2017, the President of the US issued an
executive order identifying ‘core principles’ for the administration’s
financial services regulatory policy and directing the US Secretary of
Treasury, in consultation with the heads of other US financial
regulatory agencies, to evaluate and issue a report within 120 days
examining how the current regulatory framework promotes or
inhibits the principles and what actions have been and are being
taken to promote the principles.

Regulatory Developments in the US

The DFA’s ultimate impact on the Group continues to remain
uncertain and some rules are not yet fully implemented. In addition,
market practices and structures may change in response to the
requirements of the DFA in ways that are difficult to predict but
that could impact Barclays’ business. Nonetheless, certain proposed
or final regulations are particularly likely to have a significant effect
on the Group, including:

(a) Regulation of derivatives markets

Among the changes mandated by the DFA is a requirement that
many types of derivatives that used to be traded in the over the
counter markets be traded on an exchange or swap execution
facility and centrally cleared through a regulated clearing house.
The DFA also mandates that swaps and security-based swaps be
reported and that certain of that information be made available to
the public on an anonymous basis. In addition, certain participants
in these markets are required to register with the CFTC as ‘swap
dealers’ or ‘major swap participants’ and/or, following the
compliance date for relevant SEC rules, with the SEC as ‘security-
based swap dealers’ or ‘major security- based swap participants’.
Such registrants would be subject to CFTC and SEC regulation and
oversight. SEC finalised the rules governing security based swap
dealer registration in 2015 but clarified that registration timing is
contingent upon the finalisation of certain additional rules under
Title VIl of DFA, several of which are still pending. Additional SEC
rules governing security-based swap transactions, including
security- based swap reporting, will become effective after the
security-based swap dealer registration date. Barclays Bank PLC has
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provisionally registered with the CFTC as a swap dealer. Entities
required to register are subject to business conduct and record-
keeping requirements and will be subject to capital and margin
requirements in connection with transactions with certain US and
non-US counterparties. Barclays Bank PLC is also prudentially
regulated as a swaps dealer so is subject to the FRB swaps rules.

The CFTC has approved certain comparability determinations that
would permit substituted compliance with non-US regulatory
regimes for certain swap regulations related to business conduct
requirements.

The CFTC had previously stated that its transaction-level rules (such
as margin and documentation requirements) would apply to certain
transactions entered into between a non-US swap dealer and a non-
US counterparty but has delayed the compliance date for this
requirement a number of times. The most recent extension of this
relief expires on 30 September 2017. In addition, the CFTC has
proposed to apply transaction-level rules to certain cross-border
transactions with a US nexus. It is unclear whether further changes
will be made to these proposed rules or when they will become
effective.

In this regard, the US prudential regulators and the CFTC have
imposed rules requiring the exchange of collateral in respect of OTC
derivative transactions, in a similar manner to the European
Commission as set out above in the section entitled ‘Market
Infrastructure Developments’.

(b) Prudential developments

The FRB has proposed a number of prudential rules to implement
DFA requirements, as well as its own versions of a number of
international regulatory standards, including Basel large exposure
rules (or single counterparty credit limits, proposed in March 2016)
and temporary resolution stays for qualified financial contracts
(proposed in May 2016).

In December 2016, the FRB issued final regulations for TLAC which
will apply to BUSL. The FRB’s final TLAC rule, while generally
following the FSB termsheet, contains a number of provisions that
are more restrictive. For example, the FRB’s TLAC rule includes
provisions that require BUSL (the Barclays IHC) to have (i) a
specified outstanding amount of eligible long-term debt, (ii) a
specified outstanding amount of TLAC (consisting of common and
preferred equity regulatory capital plus long term debt), and (jii) a
specified common equity buffer. In addition, the FRB’s TLAC rule
would prohibit BUSL, for so long as the Group’s overall resolution
plan treats BUSL as a non-resolution entity, from issuing TLAC to
entities other than the Group and its non-US subsidiaries.

In addition, the FRB has issued proposed regulations for net stable
funding ratio (NSFR) implementation. The NSFR is one of the two
Basel lll-based liquidity measures, along with the LCR, and as
proposed by the FRB, would apply to US bank holding companies
with more than $250bn in total assets or $10bn or more in on-
balance sheet foreign exposures, including BUSL, and consolidated
depositary institution subsidiaries of such banking organisations
with more than $10bn in assets, including Barclays Bank Delaware.
Under the proposed rule, such entities would be required to
maintain a minimum level of available stable funding that equals or
exceeds the amount of required stable funding over a one-year
period. The proposal provides for an effective date of 1 January
2018, subject to finalisation of the rules.
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If finally adopted as currently proposed, the NSFR requirement
could impact Barclays liquidity and increase the funding and
compliance costs for BUSL.

(c) Cybersecurity

US regulators, including the FRB, FDIC and NYSDFS, have been
increasingly focused on cybersecurity risk management for banking
organisations and have issued proposals for, or requested comment
on, regulations that would impose a variety of new requirements on
regulated Barclays entities. These requirements include, among
others, the adoption of cybersecurity policies and procedures
meeting specified criteria, a set of minimum required security
measures, new reporting and compliance certification requirements
and a variety of other cyber and information risk governance
measures. If finally implemented, the proposals may increase
technology and compliance costs for Barclays.

Structural Reform

Note

Overview

Barclays announced in March 2016 that it will be organised as two
clearly defined divisions, Barclays UK and Barclays International, to
simplify the Group and prepare early for UK ring-fencing
requirements.

Barclays intends to achieve ring-fencing separation by setting up an
operational legal entity, which will constitute the ring-fenced bank
(RFB) and will be separate from Barclays Bank PLC (BBPLC). The
Barclays UK division of BBPLC will be transferred to the RFB. BBPLC
will continue to house the Barclays International division. The two
banking entities, RFB (containing Barclays UK) and BBPLC
(containing Barclays International) will operate alongside one
another, together with the Group Service Company, Barclays
Services Limited (BSerL), as subsidiaries of Barclays PLC (BPLC)
within the Barclays Group.

a lllustration of Barclays business divisions in preparation for regulatory ring-fencing. Plans are subject to internal and regulatory approvals and may change.

In order to achieve this target-state structure, Barclays will need to
undertake a number of legal transfers, including the transfer of
customer and non-customer assets, liabilities and contractual
arrangements.

Barclays intends to use a court approved statutory ring-fence
transfer scheme process as defined in Financial Services and
Markets Act 2000 Part VIl section 106B (‘RFTS’) to conduct the
majority of these transfers to the RFB, as well as certain other items
to BSerL. In addition to the transfers conducted through the RFTS,
certain items will be transferred via alternative arrangements.
Between now and 1 January 2019, Barclays will complete the
transition from the former divisional constructs to the legal entity
constructs described above.

Timeline
Barclays’ Structural Reform timeline, including progress to date and
indicative future milestones is as follows:

. 2015:
- Thelegal entity which will become the RFB was
incorporated.
. 2016:
- Barclays’ US intermediate holding company was
established.

- RFB banking authorisation application was
submitted to the regulators.

- BSerL, which will become the Group Service
Company, was transferred to be a direct subsidiary
of BPLC.
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. 2017:

- Various legal entities connected with the future
Barclays UK business will be transferred to be
subsidiaries of the entity which will become the RFB.

- Certain assets, liabilities, and other items connected
with service provision will be transferred from BBPLC
to BSerL to establish the entity as the Group Service
Company.

- RFTS court process will be initiated during Q4 2017
with the submission of an application to the high
court followed by the directions court hearing.

. 2018:

- Final court hearing will be held in respect of the
RFTS.

- Barclays UK businesses and related items will be
transferred to the RFB through the RFTS and via
alternative arrangements, taking effect in H1 2018.

- Additional items connected with service provision
will be transferred to BSerL, also via the RFTS in H1
2018.

- Immediately following completion of the RFTS, the
equity ownership in the RFB will be transferred,
establishing the RFB as a direct subsidiary of BPLC,
alongside BBPLC and BSerL
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Key performance indicators

In assessing the financial performance of the Barclays Bank Group, management uses a range of Key Performance
Indicators (KPIs) which focus on financial strength and cost management.

Non-IFRS performance measures

Barclays management believes that the non-IFRS performance measures included in this document provide valuable information to the readers of the
financial statements as they enable the reader to identify a more consistent basis for comparing the business’ performance between financial periods, and
provide more detail concerning the elements of performance which the managers of these businesses are most directly able to influence or are relevant
for an assessment of the Group. They also reflect an important aspect of the way in which operating targets are defined and performance is monitored by
Barclays’ management. However, any non-IFRS performance measures in this document are not a substitute for IFRS measures and readers should
consider the IFRS measures as well. Refer to pages 177 to 182 for further information and reconciliations of non-IFRS performance measures included
throughout this document, and the most directly comparable IFRS measures.

Definition Why is it important and how the Group performed

Total income Total income is a key indicator of financial

Defined as total income. performance to many of Barclays' stakeholders and
income growth is a key execution priority for 201 6: £22,469m
Barclays' management. 2015: £22,808m

Total income decreased 1% to £22,469m as Non-
Core income reduced £1,778m to a net expense of
£1,166m due to the acceleration of the Non-Core
rundown, while Core income increased 6% to
£23,635m. Within Core, Barclays International
income increased 9% to £15,014m, with growth in
both CIB and Consumer, Cards and Payments, and
Barclays UK income increased 2% to £7,517m.

Operating expenses Barclays views operating expenses as a key strategic

Defined as total operating expenses. area for banks; those who actively manage costs and
control them effectively will gain a strong 201 63 £1 6,348m
competitive advantage. 2015: £18,536m

Total operating expenses reduced 12% to £16,348m,
including a £3,024m reduction in litigation and
conduct charges in 2016 to £1,363m. This was
partially offset by increased structural reform
implementation costs and the strengthening in
average USD and EUR against GBP. Operating
expenses also included a £395m additional charge in
Q416 relating to 2016 compensation awards
reflecting the decision to more closely align income
statement recognition with performance awards and
to harmonise deferral structures across the Group.
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Key performance indicators

Definition

Why is it important and how the Group performed

Profit before tax

Profit before tax is the primary profitability measure
used by management to assess performance. Profit
before tax is stated in accordance with International
Financial Reporting Standards and represents total
income less impairment charges, operating expenses
and other net expenses.

Profit before tax is a key indicator of financial
performance to many of our stakeholders.

Profit before tax increased to £4,383m (2015:
£1,914m). The Group performance reflected solid
operational performance in Barclays UK and Barclays
International whilst being impacted by the Non-Core
loss before tax of £2,809m (2015: £2,603m) driven
by the accelerated rundown of Non-Core and a
£3,024m reduction in litigation and conduct charges
in 2016 to £1,363m.

2076: £4,383m

2015: £1,914m

Cost to income ratio
Cost to income ratio is calculated as total operating
expenses divided by total income.

This is a measure management uses to assess the
productivity = of the  business  operations.
Restructuring the cost base is a key execution
priority for management and includes a review of all
categories of discretionary spending and an analysis
of how we can run the business to ensure that costs
increase at a slower rate than income.

The cost to income ratio decreased to 73% (2015:
81%) driven by 12% reduction in operating
expenses, partially offset by a 1% reduction in
income.

2016: 73%
2015:81%
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Consolidated summary income statement

2016 2015
For the year ended 31 December2 £m £m
Continuing operations
Net interest income 11,457 11,363
Non-interest income 11,012 11,445
Total income 22,469 22,808
Credit impairment charges and other provisions (2,373) (1,762)
Operating expenses (14,575) (13,723)
UK bank levy (410) (426)
Litigation and conduct (1,363) (4,387)
Total operating expenses (16,348) (18,536)
Other net income/(expenses) 635 (596)
Profit before tax 4,383 1,914
Tax charge (1,245) (1,302)
Profit after tax in respect of continuing operations 3,138 612
Profit after tax in respect of discontinued operationb 591 626
Non-controlling interests in respect of continuing operations 3) 3)
Non-controlling interests in respect of discontinued operation® (402) (324)
Other equity holders (457) (345)
Attributable profit 2,867 566

Notes

a Comparatives have been restated to reflect the implementation of the Group business reorganisation. These restatements were detailed in our announcement on 14 April 2016,

accessible at home.barclays/results.

b Refer to page 176 for further information on the Africa Banking discontinued operation.

The financial information above is extracted from the published accounts. This information should be read together with the information included

in the accompanying consolidated financial statements.
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2016 compared to 2015

Profit before tax increased to £4,383m (2015: £1,914m). The Group
performance reflected good operational performance in Barclays UK
and Barclays International whilst being impacted by the Non-Core loss
before tax of £2,809m (2015: £2,603m) driven by the accelerated
rundown of Non-Core and provisions for UK customer redress of
£1,000m (2015: £2,772m). The appreciation of average USD and EUR
against GBP positively impacted income and adversely affected
impairment and operating expenses.

Total income decreased 1% to £22,469m as Non-Core income reduced
£1,778m to a net expense of £1,166m due to the acceleration of the
Non-Core rundown, while Core income increased 6% to £23,635m.
Within Core, Barclays International income increased 9% to £15,014m,
with growth in both CIB and Consumer, Cards and Payments, and
Barclays UK income increased 2% to £7,517m.

Total income included a £615m (2015: £nil) gain on disposal of
Barclays’ share of Visa Europe Limited and an own credit loss of £35m
(2015: gain of £430m).

Credit impairment charges increased £611m to £2,373m including a
£320m charge in Q316 following the management review of the UK
and US cards portfolio impairment modelling and balance growth
primarily within Consumer, Cards and Payments. This was partially
offset by a reduction in credit impairment charges of 9% to £122m in
Non-Core due to lower impairment charges in European businesses.
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Total operating expenses reduced 12% to £16,348m reflecting lower
litigation and conduct charges. This was partially offset by the non-
recurrence of the prior year gain of £429m on the valuation of a
component of the defined retirement benefit liability and increased
structural reform implementation costs. Operating expenses also
included a £395m additional charge in Q416 relating to 2016
compensation awards reflecting a decision to more closely align
income statement recognition with performance awards and to
harmonise deferral structures across the Group.

Total operating expenses included provisions for UK customer redress
of £1,000m (2015: £2,772m).

The cost: income ratio improved to 73% (2015: 81%).

Other net income of £635m (2015: expense of £596m) included gains
on the sale of Barclays Risk Analytics and Index Solutions, the Asia
wealth and investment management business and the Southern
European cards business, partly offset by the loss on sale of the French
retail business of £455m.

The effective tax rate on profit before tax decreased to 28.4% (2015:
68.0%) principally as a result of a reduction in non-deductible charges.

Profit after tax in respect of continuing operations increased to
£3,138m (2015: £612m). Profit after tax in relation to the Africa
Banking discontinued operation decreased 6% to £591m as increased
credit impairment charges and operating expenses were partially offset
by income growth.
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2016 2015
As at 31 December £m £m
Assets
Cash and balances at central banks 102,328 49,711
Items in the course of collection from other banks 1,467 1,011
Trading portfolio assets 80,255 77,398
Financial assets designated at fair value 78,608 76,830
Derivative financial instruments 346,820 327,870
Financial investments 63,365 90,304
Loans and advances to banks 43,634 41,829
Loans and advances to customers 392,783 399,217
Reverse repurchase agreements and other similar secured lending 13,454 28,187
Assets included in disposal groups classified as held for sale 71,454 7,364
Other assets 19,787 21,006
Total assets 1,213,955 1,120,727
Liabilities
Deposits from banks 48,214 47,080
Items in the course of collection due to other banks 636 1,013
Customer accounts 424,703 418,307
Trading portfolio liabilities 34,687 33,967
Financial liabilities designated at fair value 96,032 91,745
Derivative financial instruments 340,487 324,252
Debt securities in issue 75,369 69,150
Subordinated liabilities 23,871 21,955
Repurchase agreements and other similar secured borrowings 19,760 25,035
Liabilities included in disposal groups classified as held for sale 65,292 5,997
Other liabilities 13,949 16,207
Total liabilities 1,143,000 1,054,708
Equity
Called up share capital and share premium 14,462 14,472
Other equity instruments 6,486 5,350
Other reserves 4,295 933
Retained earnings 42,190 43,350
Total equity excluding non-controlling interests 67,433 64,105
Non-controlling interests 3,522 1,914
Total equity 70,955 66,019
Total liabilities and equity 1,213,955 1,120,727
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Total assets
Total assets increased £93bn to £1,214bn.

Cash and balances at central banks and items in the course of
collection from other banks increased £53bn to £102bn, as the cash
contribution to the Group liquidity pool was increased.

Trading portfolio assets increased £3bn to £80bn primarily driven by
client activity and the appreciation of USD against GBP, partially
offset by reduction due to firm strategy.

Financial assets designated at fair value increased by £2bn to £79bn.
During the period, reverse repurchase agreements designated at fair
value have decreased by £15bn. Additionally, within financial assets
designated at fair value, there was a partial offset by decreases in
loans and advances due to £8m reclassification of ESHLA loans to
amortised cost and, equity securities, debt securities and assets held
in respect of linked liabilities.

Derivative financial instrument assets increased £19bn to £347bn,
consistent with the increase in derivative financial instrument
liabilities. The increase was primarily due to foreign exchange
derivatives mainly driven by an increase in trade volumes and
appreciation of all major currencies against GBP.

Financial investments decreased £27bn to £63bn due to decrease in
government bonds held in the liquidity pool.

Total loans and advances decreased by £5bn to £436bn driven by a
£31bn decrease due to the reclassification of BAGL balances to held for
sales and £9bn from the exit of other assets in Non-Core. This was offset
by lending growth of £20bn, a net £9bn increase in settlement and cash
collateral balances, and an £8bn increase due to the reclassification of
ESHLA loans now recognised at amortised cost.

Reverse repurchase agreements and other similar secured lending
decreased £15bn to £13bn mainly due to maturity of trades within
amortised cost. New trades are designated as fair value through profit
and loss to better align to the way the business manages the
portfolio’s risk and performance.

Assets included in disposal groups classified as held for sale increased
£64bn to £71bn mainly due to the reclassification of BAGL to held for
sale.

Total liabilities
Total liabilities increased £88bn to £1,143bn.

Customer accounts increased £6bn to £425bn mainly due to
deposit growth of £38bn and an increase in settlement and cash
collateral balances of £5bn offset by reclassification of £29bn of
BAGL to held for sale and £8bn decrease due to Non-Core
disposals.

Repurchase agreements and other similar secured borrowing
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decreased £5bn to £20bn in line with Reverse repurchase
agreements and other similar secured lending described above.

Trading portfolio liabilities increased £1bn to £35bn primarily driven
by client demand and the appreciation of the USD against GBP.

Financial liabilities designated at fair value increased by £4bn to
£96bn. During the period, repurchase agreements designated at fair
value have increased by £5bn and debt securities at fair value by
£2bn, which was partially offset due by decreases in liabilities to
customer under investment contracts and deposits at fair value.

Derivative financial instrument liabilities increased £16bn to £340bn
in line with the increase in derivative financial assets.

Debt Securities in issue increased by £6bn to £75bn driven primarily
by an increase in liquidity requirements and currency revaluations
partially offset by the reclassification of BAGL balances to held for
sale.

Subordinated liabilities increased £2bn to £24bn due to issuances of
dated subordinated notes and FX movements due to the
appreciation of USD and EUR against GBP. These were partially
offset by the redemptions of dated and undated subordinated notes,
and the reclassification of BAGL balances to held for sale.

Accruals, deferred income and other liabilities decreased £2bn to
£9bn mainly driven by a reduction in Insurance contract liabilities.

Liabilities included in disposal groups classified as held for sale
increased £59bn to £65bn mainly due to the reclassification of BAGL
to held for sale.

Shareholders’ equity
Total shareholders’ equity increased by £5bn to £71bn.

Other equity instruments increased by £1.2bn to £6.5bn due to
issuance of equity accounted AT1 securities to investors.

As at 31 December 2016 there was a debit balance of £22m (2015:
£338m credit) in the available for sale reserve. The decrease of £360m
(2015: £240m decrease) was mainly due to a £2,192m gain from
changes in fair value on Government Bonds, predominantly held in the
liquidity pool and a £47m fair value adjustment to own shares which
was more than offset by £1,677m of losses from related hedging and
£912m of net gains transferred to net profit, mainly due to £615m
purchase of Visa Europe by Visa Inc. A tax charge of £28m was
recognised in the period relating to these items.

The cash flow hedging reserve increased £245m to £954m driven by
£829m increase in the fair value of interest rate swaps held for
hedging purposes as forward interest rates decreased, partially offset
by decreases of £0.5bn due to gains recycled to the income statement
and £93m tax charge.

The currency translation reserve increased by £3.7bn to £3.1bn
due to the appreciation of USD and EUR against GBP.
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Analysis of results by business

All disclosures in this section are unaudited unless otherwise stated.

Segmental analysis (audited)

Analysis of results by business

Barclays Head Barclays Barclays
Barclays UK International Office Core Non-Core Group results
£m fm fm fm £m fm
For the year ended 31 December 2016
Total income 7,517 15,014 1,104 23,635 (1,166) 22,469
Credit impairment charges and other provisions (896) (1,355) - (2,251) (122) (2,373)
Net operating income 6,621 13,659 1,104 21,384 (1,288) 20,096
Operating expenses (3,790) (9,132) (123)  (13,045) (1,530) (14,575)
UK bank levy (48) (284) (2) (334) (76) (410)
Litigation and conduct (1,042) (48) (27) (1,117) (246) (1,363)
Total operating expenses (4,880) (9,464) (152) (14,496) (1,852) (16,348)
Other net (expenses)/income2 (1) 32 273 304 331 635
Profit/(loss) before tax from continuing operations 1,740 4,227 1,225 7,192 (2,809) 4,383
Total assets (£bn)b 209.6 647.8 76.8 934.2 279.7 1,214.0
For the year ended 31 December 2015
Total income 7,343 13,747 1,106 22,196 612 22,808
Credit impairment charges and other provisions (706) (922) - (1,628) (134) (1,762)
Net operating income 6,637 12,825 1,106 20,568 478 21,046
Operating expenses (3,464) (8,029) (272) (11,765) (1,958) (13,723)
UK bank levy (77) (253) (8) (338) (88) (426)
Litigation and conduct (2,511) (1,310) (66) (3,887) (500) (4,387)
Total operating expenses (6,052) (9,592) (346) (15,990) (2,546) (18,536)
Other net income/(expenses)? - 45 (106) (61) (535) (596)
Profit/(loss) before tax from continuing operations 585 3,278 654 4,517 (2,603) 1,914
Total assets (£bn)b 202.5 5323 60.1 794.9 325.8 1,120.7
Notable items¢
2016 2015
For the year ended 31 December £m £m
Total income
Own credit (35) 430
Gain on disposal of Barclays' share of Visa Europe Limited 615 -
Gains on US Lehman acquisition assets = 496
Litigation and conduct
Provisions for UK customer redress (1,000) (2,772)
Provisions for ongoing investigations and litigation including Foreign Exchange = (1,237)
Operating expenses
Gain on valuation of a component of the defined retirement benefit liability = 429
Impairment of goodwill and other assets relating to businesses being disposed - (96)
Other net expenses
Losses on sale relating to the Spanish, Portuguese and Italian businesses - (580)
Total notable items (420) (3,330)

Notes

a Other net (expenses)/income represents the share of post-tax results of associates and joint ventures, profit (or loss) on disposal of subsidiaries, associates and joint ventures, and

gains on acquisitions.

b Africa Banking assets held for sale are reported in Head Office within Core.

¢ Refer to pages 177 to 182 for information and reconciliations of non-IFRS performance measures included throughout this document.
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Income by geographic region (audited)

2016 2015
For the year ended 31 December £m £m
Continuing operations
UK 12,114 12,928
Europe 2,078 2,245
Americas 7,278 6,610
Africa and Middle East 419 387
Asia 571 638
Total 22,469 22,808
Income from individual countries which represent more than 5% of total income (audited)a

2016 2015

For the year ended 31 December £m £m
Continuing operations
UK 12,114 12,928
United States 6,876 6,228
Note

a Total income is based on counterparty location. Income from each single external customer does not amount to 10% or greater of the Group’s total income.

home.barclays/annualreport Barclays Bank PLC Annual Report 2016 164



Financial review
Analysis of results by business

Barclays Core

2016 2015
£m £m

Income statement information=
Total income 23,635 22,196
Credit impairment charges and other provisions (2,251) (1,628)
Net operating income 21,384 20,568
Operating expenses (13,045) (11,765)
UK bank levy (334) (338)
Litigation and conduct (1,117) (3,887)
Total operating expenses (14,496) (15,990)
Other net income/(expenses) 304 (61)
Profit before tax 7,192 4,517
Balance sheet information
Total assetsP £934.2bn £794.9bn
Risk weighted assetsb £333.5bn £304.1bn
Key facts
Number of employees (full time equivalent) 73,000 78,000
Performance measures
Cost: income ratio 61% 72%
Loan loss rate (bps) 58 45
Notable items
Total income
Own credit (35) 430
Gain on disposal of Barclays' share of Visa Europe Limited 615 -
Gains on US Lehman acquisition assets - 496
Litigation and conduct
Provisions for UK customer redress (1,000) (2,649)
Provisions for ongoing investigations and litigation including Foreign Exchange - (1,036)
Operating expenses
Gains on valuation of a component of the defined retirement benefit liability - 429
Other net expenses
Losses on sale relating to the Spanish, Portuguese and Italian businesses - (112)
Total notable items (420) (2,442)
Notes

a Refer to pages 177 to 182 for information and reconciliations of non-IFRS performance measures included throughout this document.
b Assets held for sale and risk weighted assets in respect of the Africa Banking discontinued operation are reported in Head Office within Core.
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Barclays UK

2016 2015
£m £m

Income statement information=
Net interest income 6,048 5,973
Net fee, commission and other income 1,469 1,370
Total income 7,517 7,343
Credit impairment charges and other provisions (896) (706)
Net operating income 6,621 6,637
Operating expenses (3,790) (3,464)
UK bank levy (48) (77)
Litigation and conduct (1,042) (2,511)
Total operating expenses (4,880) (6,052)
Other net expenses (1) -
Profit before tax 1,740 585
Balance sheet information
Loans and advances to customers at amortised cost £166.4bn £166.1bn
Total assets £209.6bn £202.5bn
Customer deposits £189.0bn £176.8bn
Risk weighted assets £67.5bn £69.5bn
Key facts
Average LTV of mortgage portfolob 48% 49%
Average LTV of new mortgage lendingb 63% 64%
Number of branches 1,305 1,362
Barclays mobile banking customers 5.7m 4.7m
30 day arrears rate - Barclaycard Consumer UK 1.9% 2.3%
Number of employees (full time equivalent) 36,000 38,800
Performance measures
Cost: income ratio 65% 82%
Loan loss rate (bps) 52 42
Loan: deposit ratio 88% 94%
Net interest margin 3.62% 3.56%
Notable Items
Total income
Gain on disposal of Barclays' share of Visa Europe Limited 151 -
Litigation and conduct
Provisions for UK customer redress (1,000) (2,431)
Operating expenses
Gain on valuation of a component of the defined retirement benefit liability - 296
Total notable items (849) (2,135)
Notes

a Refer to pages 177 to 182 for information and reconciliations of non-IFRS performance measures included throughout this document.
b Average LTV of mortgage portfolio and new mortgage lending calculated on the balance weighted basis.
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Analysis of Barclays UK

2016 2015
fm £m

Analysis of total income
Personal Banking 3,891 3,714
Barclaycard Consumer UK 2,022 2,065
Wealth, Entrepreneurs & Business Banking 1,604 1,564
Total income 7,517 7,343
Analysis of credit impairment charges and other provisions
Personal Banking (183) (194)
Barclaycard Consumer UK (683) (488)
Wealth, Entrepreneurs & Business Banking (30) (24)
Total credit impairment charges and other provisions (896) (706)
Analysis of loans and advances to customers at amortised cost
Personal Banking £135.0bn £134.0bn
Barclaycard Consumer UK £16.5bn £16.2bn
Wealth, Entrepreneurs & Business Banking £14.9bn £15.9bn
Total loans and advances to customers at amortised cost £166.4bn £166.1bn
Analysis of customer deposits
Personal Banking £139.3bn £131.0bn
Barclaycard Consumer UK - -
Wealth, Entrepreneurs & Business Banking £49.7bn £45.8bn
Total customer deposits £189.0bn £176.8bn
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Barclays UK
2016 compared to 2015

Profit before tax increased £1,155m to £1,740m reflecting lower
provisions for UK customer redress. Profit before tax excluding
notable items? decreased 5% to £2,589m driven by an increase in
credit impairment charges following the management review of the
cards portfolio impairment modelling, partially offset by a reduction
in total operating expenses.

Total income, including a gain on disposal of Barclays’ share of Visa
Europe Limited recognised in Personal Banking and Wealth,
Entrepreneurs & Business Banking (WEBB) increased 2% to
£7,517m.

Total income excluding notable items was broadly in line at
£7,366m (2015: £7,343m). Personal Banking income increased 1%
to £3,762m driven by improved deposit margins and balance
growth, partially offset by lower mortgage margins. Barclaycard
Consumer UK income decreased 2% to £2,022m primarily as a
result of the European Interchange Fee Regulation, which came into
full effect from December 2015, offset by balance growth and gains
from debt sales. WEBB income increased 1% to £1,582m reflecting
improved margins and deposit growth, partially offset by reduced
transactional fee income. Net interest income increased 1% to
£6,048m due to balance growth and deposit pricing initiatives,
partially offset by lower mortgage margins.

Net interest margin increased 6bps to 3.62% reflecting higher
margins on deposits, partially offset by lower mortgage margins. Net
fee, commission and other income decreased 4% to £1,318m due to
the impact of the European Interchange Fee Regulation in

Note

Barclaycard Consumer UK, which came into full effect from
December 2015, and reduced fee and commission income in WEBB.

Credit impairment charges increased 27% to £896m due to a
£200m charge in Q316 following the management review of the
cards portfolio impairment modelling. The 30 day and 90 day
arrears rates on the cards portfolio improved year-on-year to 1.9%
(2015: 2.3%) and 0.9% (2015: 1.2%) respectively.

Total operating expenses, including provisions for UK customer
redress of £1,000m (2015: £2,431m), reduced 19% to £4,880m.
Total operating expenses excluding notable items reduced 1% to
£3,880m reflecting savings realised from strategic cost
programmes, relating to restructuring of the branch network and
technology improvements, offset by structural reform programme
implementation costs.

The cost: income ratio excluding notable items was 53% (2015:
53%).

Loans and advances to customers were stable at £166.4bn
(December 2015: £166.1bn).

Total assets increased £7.1bn to £209.6bn primarily reflecting an
increase in the allocated liquidity pool.

Customer deposits increased 7% to £189.0bn primarily driven by
higher balances in Personal Banking and WEBB.

RWAs reduced £2.0bn to £67.5bn primarily driven by changes in the
mortgages credit risk model.

a Refer to pages 177 to 182 for information and reconciliations of non-IFRS performance measures included throughout this document.
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Barclays International

2016 2015
£m £fm

Income statement information=
Net interest income 4,514 4,324
Net trading income 4,586 3,782
Net fee, commission and other income 5,914 5,641
Total income 15,014 13,747
Credit impairment charges and other provisions (1,355) (922)
Net operating income 13,659 12,825
Operating expenses (9,132) (8,029)
UK bank levy (284) (253)
Litigation and conduct (48) (1,310)
Total operating expenses (9,464) (9,592)
Other net income 32 45
Profit before tax 4,227 3,278
Balance sheet information
Loans and advances to banks and customers at amortised cost® £211.4bn £184.1bn
Trading portfolio assets £73.2bn £62.0bn
Derivative financial instrument assets £156.2bn £111.5bn
Derivative financial instrument liabilities £160.6bn £119.0bn
Reverse repurchase agreements and other similar secured lending £13.4bn £24.7bn
Financial assets designated at fair value £62.3bn £46.8bn
Total assets £647.8bn £532.3bn
Customer deposits® £216.2bn £185.6bn
Risk weighted assets £212.7bn £194.8bn
Key facts
Number of employees (full time equivalent) 36,900 39,100
Performance measures
Cost: income ratio 63% 70%
Loan loss rate (bps) 63 49
Loan: deposit ratio 86% 88%
Net interest margind 3.98% 3.80%
Notable items
Total income
Gains on US Lehman acquisition assets - 496
Gain on disposal of Barclays' share of Visa Europe Limited 464 -
Litigation and conduct
Provisions for UK customer redress - (218)
Provisions for ongoing investigations and litigation including Foreign Exchange - (984)
Operating expenses
Gain on valuation of a component of the defined retirement benefit liability - 133
Total notable items 464 (573)
Notes

a Refer to pages 177 to 182 for information and reconciliations of non-IFRS performance measures included throughout this document

b Asat 31 December 2016 loans and advances included £186.0bn (December 2015: £162.6bn) of loans and advances to customers (including settlement balances of £19.5bn
(December 2015: £18.5bn) and cash collateral of £30.1bn (December 2015: £24.8bn)), and £25.4bn (December 2015: £21.5bn) of loans and advances to banks (including
settlement balances of £1.7bn (December 2015: £1.6bn) and cash collateral of £6.3bn (December 2015: £5.7bn)). Loans and advances to banks and customers in respect of
Consumer, Cards and Payments were £39.7bn (December 2015: £32.1bn).

As at 31 December 2016 customer deposits included settlement balances of £16.6bn (December 2015: £16.3bn) and cash collateral of £20.8bn (December 2015: £15.9bn).
d Barclays International margins have been restated to include interest earning lending within the investment banking business.

s}
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Analysis of Barclays International 2016 2015

£m £m

Corporate and Investment Bank
Income statement information

Analysis of total income

Credit 1,185 824
Equities 1,790 1,912
Macro 2,304 2,108
Markets 5,279 4,844
Banking fees 2,397 2,087
Corporate lending 1,195 1,361
Transactional banking 1,657 1,663
Banking 5,249 5111
Other 24 495
Total income 10,552 10,450
Credit impairment charges and other provisions (260) (199)
Total operating expenses (7,633) (7,929)
Profit before tax 2,660 2,322

Balance sheet information

Risk weighted assets £178.6bn £167.3bn

Consumer, Cards and Payments
Income statement information

Total income 4,462 3,297
Credit impairment charges and other provisions (1,095) (723)
Total operating expenses (1,831) (1,663)
Profit before tax 1,567 956

Balance sheet information

Loans and advances to banks and customers at amortised cost £39.7bn £32.1bn
Customer deposits £50.0bn £41.8bn
Risk weighted assets £34.1bn £27.5bn
Key facts

30 day arrears rates - Barclaycard US 2.6% 2.2%
Total number of Barclaycard business clients 355,000 341,000
Value of payments processed £296bn £271bn
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Barclays International
2016 compared to 2015

Profit before tax increased 29% to £4,227m, including the gain on
disposal of Barclays’ share of Visa Europe Limited. Profit before tax
excluding notable itemsa decreased 2% to £3,763m driven by an
11% increase in total operating expenses, and a 47% increase in
impairment, partially offset by a 10% increase in total income.

Total income excluding notable items increased 10% to £14,550m,
including the appreciation of average USD and EUR against GBP,
with Consumer, Cards and Payments income increasing 21% to
£3,998m and Corporate and Investment Bank (CIB) income
increasing 6% to £10,552m.

Markets income increased 9% to £5,279m. Credit income increased
44% to £1,185m driven by strong performance in fixed income flow
credit, which benefitted from increased market volatility and client
demand. Equities income decreased 6% to £1,790m with lower
client activity in Asia and the simplification of the EMEA business,
partially offset by improved performance in cash, derivatives and
financing in H216. Macro income increased 9% to £2,304m driven
by increased activity post the EU referendum decision and US
elections.

Banking income increased 3% to £5,249m. Banking fees income
increased 15% to £2,397m driven by higher debt underwriting and
advisory fees, partially offset by lower equity underwriting fees.
Corporate lending reduced 12% to £1,195m due to losses on fair
value hedges and the non-recurrence of one-off work-out gains
recognised in Q215. Transactional banking was broadly flat at
£1,657m (2015: £1,663m) as income from higher deposit balances
was offset by margin compression.

Consumer, Cards and Payments income excluding notable items
increased 21% to £3,998m driven by growth across all key
businesses and the appreciation of average USD and EUR against
GBP.

Credit impairment charges increased 47% to £1,355m including the
appreciation of average USD and EUR against GBP. CIB credit
impairment charges increased 31% to £260m driven by the
impairment of a number of single name exposures. Consumer,
Cards and Payments credit impairment charges increased 51% to
£1,095m primarily driven by balance growth, a change in portfolio
mix and a £120m charge in Q316 following a management review
of the cards portfolio impairment modelling

Total operating expenses excluding notable items increased 11%.

CIB increased 12% to £7,633m. In addition to the appreciation of
average USD against GBP this reflected an additional charge in Q416

Note

relating to the 2016 compensation awards, higher restructuring
costs, £150m of which related to reducing the real estate footprint
in Q316, and higher structural reform programme implementation
costs including those relating to the incorporation of the US
Intermediate Holding Company (IHC) on 1 July 2016. These
increases were partially offset by lower litigation and conduct costs.
Consumer, Cards and Payments increased 7% to £1,831m due to
continued business growth and the appreciation of average USD
and EUR against GBP, partially offset by lower restructuring costs.

The cost: income ratio excluding notable items was 65% (2015:
64%).

Loans and advances to banks and customers at amortised cost
increased £27.3bn to £211.4bn with CIB increasing £19.8bn to
£171.8bn due to increased lending and cash collateral and the
appreciation of USD and EUR against GBP. Consumer, Cards and
Payments increased £7.6bn to £39.7bn driven by appreciation of
USD and EUR against GBP and growth in Barclaycard US, including
the acquisition of the JetBlue credit card portfolio.

Trading portfolio assets increased £11.2bn to £73.2bn due to an
increase in client activity and appreciation of major currencies
against GBP.

Derivative financial instrument assets and liabilities increased
£44.7bn to £156.2bn and £41.6bn to £160.6bn respectively, due to
the appreciation of USD and EUR against GBP and decreases in
forward interest rates.

Financial assets designated at fair value increased £15.5bn to
£62.3bn and reverse repurchase agreements and other similar
lending decreased £11.3bn to £13.4bn. Since 2015, new reverse
repurchase agreements in certain businesses have been designated
at fair value to better align to the way the business manages the
portfolio’s risk and performance. On a net basis reverse repos have
increased by £4.2bn as a result of increased matched book trading.

Customer deposits increased £30.6bn to £216.2bn, with CIB
increasing £22.6bn to £166.3bn primarily driven by increases in
deposits cash collateral and the appreciation of USD and EUR
against GBP. Consumer, Cards and Payments increased £8.2bn to
£50.0bn driven by balance growth in Barclaycard US and Private
Banking, and the appreciation of USD and EUR against GBP.

RWAs increased £17.9bn to £212.7bn, due to the appreciation of
USD against GBP, and business growth, including the acquisition of
the JetBlue credit card portfolio in Consumer, Cards and Payments.

a Refer to pages 177 to 182 for information and reconciliations of non-IFRS performance measures included throughout this document.
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Head Office

2016 2015
£fm £m

Income statement information=
Net interest income 735 450
Net fee, commission and other income 369 656
Net operating income 1,104 1,106
Operating expenses (123) (272)
UK bank levy (2) (8)
Litigation and conduct (27) (66)
Total operating expenses (152) (346)
Other net income/(expenses) 273 (106)
Profit before tax 1,225 654
Balance sheet information
Total assetsb £76.8bn £60.1bn
Risk weighted assetsP £53.3bn £39.7bn
Key facts
Number of employees (full time equivalent) 100 100
Notable items
Total income
Own credit (35) 430
Litigation and conduct
Provisions for ongoing investigations and litigation including Foreign Exchange - (52)
Other net expenses
Losses on sale relating to the Spanish business - (112)
Total notable items (35) 266

Notes

a Refer to pages 177 to 182 for information and reconciliations of non-IFRS performance measures included throughout this document.
b Includes Africa Banking assets held for sale of £65.1bn (December 2015: £47.9bn) and risk weighted assets of £42.3bn (December 2015: £31.7bn).
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Head Office

2016 compared to 2015
Profit before tax was £1,225m (2015: £654m). Profit before tax
excluding notable items? increased to £1,260m (2015: £388m).

Net operating income excluding notable items increased 68% to
£1,139m primarily due to changes in net income from treasury
operations.

Total operating expenses excluding notable items reduced to

£152m (2015: £294m) primarily due to a reduction in structural
reform implementation costs now allocated to the businesses.

Note

Other net income excluding notable items increased to £273m
(2015: £6m) primarily due to recycling of the currency translation
reserve on the disposal of the Southern European cards business.

Total assets increased £16.7bn to £76.8bn primarily driven by the
appreciation of ZAR against GBP.

RWAs increased £13.6bn to £53.3bn primarily driven by the
appreciation of ZAR against GBP and the reallocation of operational
risk RWAs from Non-Core associated with exited businesses and
assets.

a Refer to pages 177 to 182 for information and reconciliations of non-IFRS performance measures included throughout this document.
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Barclays Non-Core

2016 2015
fm £m

Income statement information=
Net interest income 160 615
Net trading income (1,707) (706)
Net fee, commission and other income 381 703
Total income (1,166) 612
Credit impairment charges and other provisions (122) (134)
Net operating income (1,288) 478
Operating expenses (1,530) (1,958)
UK bank levy (76) (88)
Litigation and conduct (246) (500)
Total operating expenses (1,852) (2,546)
Other net income/(expenses) 331 (535)
Loss before tax (2,809) (2,603)
Balance sheet information
Loans and advances to banks and customers at amortised cost? £51.1bn £51.8bn
Derivative financial instrument assets £188.7bn £213.7bn
Derivative financial instrument liabilities £178.6bn £202.1bn
Reverse repurchase agreements and other similar secured lending £0.1bn £3.1bn
Financial assets designated at fair value £14.5bn £21.4bn
Total assets £279.7bn £325.8bn
Customer deposits® £12.5bn £20.9bn
Risk weighted assets £32.1bn £54.3bn
Key facts
Number of employees (full time equivalent) 5,500 9,900
Performance measures
Loan loss rate (bps) 22 23
Notable items
Litigation and conduct
Provisions for UK customer redress - (123)
Provisions for ongoing investigations and litigation including Foreign Exchange - (201)
Operating expenses
Impairment of goodwill and other assets relating to businesses being disposed - (96)
Other net expenses
Losses on sale relating to the Spanish business - (468)
Total notable items - (888)
Analysis of total income
Businesses 483 1,139
Securities and loans (638) (350)
Derivatives (1,011) (177)
Total income (1,166) 612

Notes

a Refer to pages 177 to 182 for information and reconciliations of non-IFRS performance measures included throughout this document.
b Asat 31 December 2016 loans and advances included £38.5bn (December 2015: £40.4bn) of loans and advances to customers (including settlement balances of £0.1bn
(December 2015: £0.3bn) and cash collateral of £17.3bn (December 2015: £19.0bn)), and £12.6bn (December 2015: £11.4bn) of loans and advances to banks (including

settlement balances of £0.1bn (December 2015: £nil) and cash collateral of £12.1bn (December 2015: £10.1bn)).

¢ As at 31December 2016 customer deposits included settlement balances of £0.1bn (December 2015: £0.2bn) and cash collateral of £11.9bn (December 2015: £12.3bn).
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Barclays Non-Core
2016 compared to 2015

Loss before tax increased to £2,809m (2015: £2,603m). Loss before
tax excluding notable itemsa increased to £2,809m (2015: £1,715m)
driven by reduced income and increased losses resulting from
continued progress on the rundown of Derivatives, Businesses and
Securities and loans, partially offset by lower operating expenses
and higher other net income primarily from business and country
exits.

Total income reduced £1,778m to a net expense of £1,166m.

Businesses income reduced £656m to £483m due to the impact of
lower income following the completion of the sale of a number of
income generating businesses and fees paid to Head Office relating
to the termination of internal hedging and funding positions no
longer required.

Securities and loans income decreased £288m to a net expense of
£638m primarily driven by the impact of restructuring the ESHLA
portfolio, the non-recurrence of a £91m provision release relating to
a litigation matter in Q115 and portfolio rundown. Fair value losses
on the ESHLA portfolio were £393m (2015: £359m).

Derivatives income reduced £834m to a net expense of £1,011m
principally reflecting the costs of running down the portfolio.

Credit impairment charges improved 9% to £122m due to lower
impairment charges in European businesses.

Total operating expenses excluding notable items improved 13% to
£1,852m reflecting cost savings from ceasing certain investment

Note

banking activities in a number of countries and the completion of
the sale of a number of businesses, partially offset by a c.£200m
increase in restructuring charges, which totalled c.£400m.

Other net income excluding notable items of £331m (2015: net
expense of £70m) included gains on the sale of Barclays Risk
Analytics and Index Solutions, the Asia wealth and investment
management business and the Southern European cards business,
partially offset by the loss on sale of the French retail business of
£455m.

Loans and advances to banks and customers at amortised cost
decreased £0.7bn to £51.1bn due to the sale of the Asia wealth and
investment management business, and the rundown and exit of
historical investment bank assets, partially offset by the recognition
of £8bn of ESHLA loans at amortised cost, following the restructure
of LOBO loan terms.

Total assets decreased £46.1bn to £279.7bn due to lower derivative
financial instrument assets which decreased £25.0bn to £188.7bn
whilst derivative financial instrument liabilities decreased £23.5bn to
£178.6bn mainly on continued rundown of the derivative back book.

RWAs reduced £22.2bn to £32.1bn despite the appreciation of USD
and EUR against GBP, including a £10bn reduction in Derivatives, a
£3bn reduction in Securities and loans, a £4bn reduction in
Businesses RWAs, and a £4bn reallocation of operational risk RWAs
to Head Office associated with business disposals and exits.

a Refer to pages 177 to 182 for information and reconciliations of non-IFRS performance measures included throughout this document.
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Discontinued Operation: Africa Banking

On 1 March 2016, Barclays announced its intention to sell down the Group’s interest in BAGL. This sell down is intended to be to a level which will
permit deconsolidation from an accounting and regulatory perspective, subject to shareholder and regulatory approvals as required. On 5 May
2016 Barclays executed the first tranche of the sell down of the Group’s interest in BAGL with the sale of 12.2% of BACL's issued share capital.
Following completion of the sale, Barclays’ holding represents 50.1% of BAGL's issued share capital.

The terms of the transitional services arrangements and related separation payments have been agreed with BAGL and submitted to relevant
regulators as part of a request for approval for Barclays to sell down to below a 50% holding. These proposed separation terms include
contributions totalling £765m, of which £27.5m was paid in 2016, with the remainder to be paid over the period through to completion of any
initial sale of Barclays’ stake in BAGL to below 50%. The majority of these funds would be used by BACL to separate from the Barclays group,
including termination of the existing Master Services Agreement, making investments in branding, operations and technology, and covering
separation related expenses. In addition, Barclays will contribute an amount equivalent to 1.5% of BAGL’s market capitalisation to a new Broad-
Based Black Economic Empowerment scheme, equating to approximately £130m at the 31 December 2016 share price and ZAR exchange rate,
and expects to incur some additional operating expenses in respect of delivering the separation of the businesses under the transitional services
arrangements.

These proposed contributions have been taken into account in assessing whether any impairment of the BAGL disposal group was required in the
Group’s balance sheet. No impairment of the BAGL disposal group was required at 31 December 2016, as the market value of BAGL less estimated
costs to sell at the year-end share price and ZAR exchange rate was £8.4bn, which was greater than the carrying asset value of BAGL at that date of
£7.3bn, plus the proposed costs of separation referred to above.

The Africa Banking business meets the requirements for presentation as a discontinued operation. As such, these results have been presented as
two lines on the face of the Group income statement, representing the profit after tax and non-controlling interest in respect of the discontinued
operation. Were the fair value of BAGL, based on its quoted share price, less estimated costs to sell, to fall below the carrying amount of the net
assets of BAGL including goodwill on acquisition, a resulting impairment to Barclays’ stake in BAGL would also be recognised through these lines.

2016 2015
fm £m

Income statement information
Net interest income 2,169 1,950
Net fee, commission and other income 1,577 1,464
Total income 3,746 3,414
Credit impairment charges and other provisions (445) (353)
Net operating income 3,301 3,061
Operating expenses (2,345) (2,091)
UK bank levy (65) (50)
Total operating expenses (2,410) (2,141)
Other net income 6 7
Profit before tax 897 927
Profit after tax 189 626
Balance sheet information fbn fbn
Total assets? 65.1 47.9
Risk weighted assets? 423 31.7
Key facts
Period end - ZAR/GBP 16.78 23.14
Average - ZAR/GBPb 20.04 19.57
Barclays Africa Group Limited share price (ZAR) 168.69 143.49
Barclays Africa Group Limited number of shares (m) 848 848
Number of employees (full time equivalent) 40,800 41,500

Notes

a Africa Banking assets held for sale and RWAs are reported in Head Office within Core.
b The average rate is derived from daily spot rates during the year.
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Non-IFRS performance measures

Barclays management believes that the non-IFRS performance measures included in this document provide valuable information to the readers of
the financial statements as they enable the reader to identify a more consistent basis for comparing the business’ performance between financial
periods, and provide more detail concerning the elements of performance which the managers of these businesses are most directly able to
influence or are relevant for an assessment of Barclays PLC and its subsidiaries (the Group). They also reflect an important aspect of the way in
which operating targets are defined and performance is monitored by Barclays’ management.

Non-IFRS and IFRS performance measures may also be presented on an excluding notable items basis. Notable items are considered to be
significant items impacting comparability of performance.

Any non-IFRS performance measures in this document are not a substitute for IFRS measures and readers should consider the IFRS measures as
well.

Non-IFRS performance measures glossary

Measure Definition

Barclays Core Barclays Core includes Barclays UK, Barclays International and Head Office. A reconciliation of Core statutory
results and results excluding notable items is included on page 178.

Cost: income ratio Total operating expenses divided by total income.

Loan loss rate Is quoted in basis points and represents total loan impairment divided by gross loans and advances to
customers and banks held at amortised cost at the balance sheet date.

Loan: deposit ratio Loans and advances divided by customer accounts calculated for Barclays UK, Barclays International and Non-
Core, excluding investment banking businesses. This excludes particular liabilities issued by the retail
businesses that have characteristics comparable to retail deposits (for example structured Certificates of
Deposit and retail bonds), which are included within debt securities in issue.

Notable items Notable items are considered to be significant items impacting comparability of performance and are shown for
each of the business segments. A reconciliation between statutory results and results excluding notable items is
included on pages 179 to 182 including relevant performance measures.
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Barclays Core

31.12.15
reconciliation 31.12.16
Barclays Barclays Barclays Barclays

for the year ended Barclays UK International Head Office Core Barclays UK International Head Office Core

fm fm fm fm fm £m £m £m
Total income 7,517 15,014 1,104 23,635 7,343 13,747 1,106 22,196
Credit impairment charges and
other provisions (896) (1,355) - (2,251) (706) (922) - (1,628)
Net operating
income/(expenses) 6,621 13,659 1,104 21,384 6,637 12,825 1,106 20,568
Operating expenses (3,790) (9,132) (123) (13,045) (3,464) (8,029) (272)  (11,765)
UK bank levy (48) (284) (2) (334) (77) (253) (8) (338)
Litigation and conduct (1,042) (48) (27) (1,117) (2,511) (1,310) (66)  (3,887)
Total operating expenses (4,880) (9,464) (152) (14,496) (6,052) (9,592) (346)  (15,990)
Other net (expenses)/income (1) 32 273 304 - 45 (106) (61)
Profit/(loss) before tax 1,740 4,227 1,225 7,192 585 3,278 654 4,517
Risk weighted assets (£bn)* 67.5 212.7 53.3 333.5 69.5 194.8 39.7 304.1 |
Notable items
Total income
Own credit - - (35) (35) - - 430 430
Gain on disposal of Barclays’
share of Visa Europe Limited 151 464 - 615 - - - -
Gains on US Lehman acquisition
assets - - - - - 496 - 496
Litigation and conduct
Provisions for UK customer
redress (1,000) - - (1,000) (2,431) (218) - (2,649)
Provisions for ongoing
investigations and litigation
including Foreign Exchange - - - - - (984) (52) (1,036)
Operating expenses
Gain on valuation of a component
of the defined retirement benefit
liability - - - - 296 133 - 429
Other net expenses
Losses on sale relating to the
Spanish, Portuguese and Italian
businesses - - - - - - (112) (112)
Total notable items (849) 464 (35) (420) (2,135) (573) 266 (2,442)
Results excluding notable items
Total income 7,366 14,550 1,139 23,055 7,343 13,251 676 21,270
Credit impairment charges and
other provisions (896) (1,355) - (2,251) (706) (922) - (1,628)
Net operating
income/(expenses) 6,470 13,195 1,139 20,804 6,637 12,329 676 19,642
Operating expenses (3,790) (9,132) (123)  (13,045) (3,760) (8,162) (272)  (12,194)
UK bank levy (48) (284) (2) (334) (77) (253) (8) (338)
Litigation and conduct (42) (48) (27) (117) (80) (108) (14) (202)
Total operating expenses (3,880) (9,464) (152) (13,496) (3,917) (8,523) (294) (12,734)
Other net (expenses)/ income (1) 32 273 304 - 45 6 51
Profit/(loss) before tax 2,589 3,763 1,260 7,612 2,720 3,851 388 6,959
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Results excluding notable items

Results Results
Statutory Notable excluding Statutory Notable excluding

BarCIayS Core results items2 notable items results items? notable items
for the year ended 31.12.16 31.12.15
Income statement information £m £m £m £m £m £m
Net interest income 11,297 - 11,297 10,748 - 10,748
Net fee, commission and other income 12,338 580 11,758 11,448 926 10,522
Total income 23,635 580 23,055 22,196 926 21,270
Credit impairment charges and other provisions (2,251) - (2,251) (1,628) - (1,628)
Net operating income 21,384 580 20,804 20,568 926 19,642
Operating expenses (13,045) - (13,045) (11,765) 429 (12,194)
UK bank levy (334) - (334) (338) - (338)
Litigation and conduct (1,117) (1,000) (117) (3,887) (3,685) (202)
Total operating expenses (14,496) (1,000) (13,496) (15,990) (3,256) (12,734)
Other net income 304 - 304 (61) (112) 51
Profit before tax 7,192 (420) 7,612 4,517 (2,442) 6,959
Performance measures
Cost: income ratio 61% 59% 72% 60%
Barclays Non-Core
Income statement information
Net interest income 160 - 160 615 - 615
Net trading income (1,707) - (1,707) (706) - (706)
Net fee, commission and other income 381 - 381 703 - 703
Total income (1,166) - (1,166) 612 - 612
Credit impairment charges and other provisions (122) - (122) (134) - (134)
Net operating (expenses)/income (1,288) - (1,288) 478 - 478
Operating expenses (1,530) - (1,530) (1,958) (99) (1,859)
UK bank levy (76) - (76) (88) - (88)
Litigation and conduct (246) - (246) (500) (324) (176)
Total operating expenses (1,852) - (1,852) (2,546) (423) (2,123)
Other net income/(expenses) 331 - 331 (535) (465) (70)
Loss before tax (2,809) - (2,809) (2,603) (888) (1,715)

Note
a  Refer to page 165 for a breakdown of notable items.
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Results excluding notable items

Results Results
Statutory Notable excluding Statutory Notable excluding
Barclays UK results itemsa notable items results itemsa notable items
for the year ended 31.12.16 31.12.15
Income statement information £m £m £m £m £m £m
Net interest income 6,048 - 6,048 5,973 - 5,973
Net fee, commission and other income 1,469 151 1,318 1,370 - 1,370
Total income 7,517 151 7,366 7,343 - 7,343
Credit impairment charges and other provisions (896) - (896) (706) - (706)
Net operating income 6,621 151 6,470 6,637 - 6,637
Operating expenses (3,790) - (3,790) (3,464) 296 (3,760)
UK bank levy (48) - (48) (77) - (77)
Litigation and conduct (1,042) (1,000) (42) (2,511) (2,431) (80)
Total operating expenses (4,880) (1,000) (3,880) (6,052) (2,135) (3,917)
Other net expenses (1) - (1) - - -
Profit before tax 1,740 (849) 2,589 585 (2,135) 2,720
Performance measures
Cost: income ratio 65% 53% 82% 53%
Analysis of total income
Personal Banking 3,891 129 3,762 3,714 - 3,714
Barclaycard Consumer UK 2,022 - 2,022 2,065 - 2,065
Wealth, Entrepreneurs & Business Banking 1,604 22 1,582 1,564 - 1,564
Total income 7,517 151 7,366 7,343 - 7,343

Note
a  Refer to page 166 for a breakdown of notable items.

home.barclays/annualreport

Barclays Bank PLC Annual Report 2016

180



Financial review

Non-IFRS performance measures

Results excluding notable items

Results Results
Statutory Notable excluding Statutory Notable excluding
Barclays International results items2 notable items results items2 notable items
for the year ended 31.12.16 31.12.15
Income statement information £m £m £m £m £m £m
Net interest income 4,514 - 4,514 4,324 - 4,324
Net trading income 4,586 - 4,586 3,782 - 3,782
Net fee, commission and other income 5,914 464 5,450 5,641 496 5,145
Total income 15,014 464 14,550 13,747 496 13,251
Credit impairment charges and other provisions (1,355) - (1,355) (922) - (922)
Net operating income 13,659 464 13,195 12,825 496 12,329
Operating expenses (9,132) - (9,132) (8,029) 133 (8,162)
UK bank levy (284) - (284) (253) - (253)
Litigation and conduct (48) - (48) (1,310) (1,202) (108)
Total operating expenses (9,464) - (9,464) (9,592) (1,069) (8,523)
Other net income 32 - 32 45 - 45
Profit before tax 4,227 464 3,763 3,278 (573) 3,851
Performance measures
Cost: income ratio 63% 65% 70% 64%
Analysis of Barclays International
Corporate and Investment Bank
Income statement information
Total income 10,552 - 10,552 10,450 496 9,954
Credit impairment charges and other provisions (260) - (260) (199) - (199)
Total operating expenses (7,633) - (7,633) (7,929) (1,124) (6,805)
Profit before tax 2,660 - 2,660 2,322 (628) 2,950
Consumer, Cards and Payments
Income statement information
Total income 4,462 464 3,998 3,297 - 3,297
Credit impairment charges and other provisions (1,095) - (1,095) (723) - (723)
Total operating expenses (1,831) - (1,831) (1,663) 55 (1,718)
Profit before tax 1,567 464 1,103 956 55 901

Note
a  Refer to page 169 for a breakdown of notable items.
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Results excluding notable items

Results Results
Statutory Notable excluding Statutory Notable excluding
Head Office results items? notable items results items? notable items
for the year ended 31.12.16 31.12.15
Income statement information £m £m £m £m £m £m
Net interest income 735 - 735 450 - 450
Net fee, commission and other income 369 (35) 404 656 430 226
Net operating income 1,104 (35) 1,139 1,106 430 676
Operating expenses (123) - (123) (272) - (272)
UK bank levy (2) - (2) (8) - (8)
Litigation and conduct (27) - (27) (66) (52) (14)
Total operating expenses (152) - (152) (346) (52) (294)
Other net income/(expenses) 273 - 273 (106) (112) 6
Profit/(loss) before tax 1,225 (35) 1,260 654 266 388
Note

a  Refer to page 172 for a breakdown of notable items.
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Consolidated financial statements

Presentation of information

Barclays Bank PLC is a public limited company, registered in England
under company number 1026167. The bank was incorporated on 7
August 1925 under the Colonial Bank Act 1925 and on the 4
October 1971 was registered as a company limited by shares under
the Companies Act 1948 to 1967. Pursuant to The Barclays Bank
Act 1984, on 1 January 1985 the Bank was 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.

Barclays approach to disclosures

The Croup aims to continually enhance its disclosures and their
usefulness to the readers of the financial statements in the light of
developing market practice and areas of focus. Consequently
Barclays disclosures go beyond the minimum standards required by
accounting standards and other regulatory requirements.

Barclays continue to support the recommendations and guidance
made by the Enhanced Disclosure Taskforce (EDTF). The EDTF was
formed by the Financial Stability Board with a remit to broaden and
deepen the risk disclosures of global banks in a number of areas,
including liquidity and funding, credit risk and market risk. Barclays
has adopted the recommendations across the Annual Report and
Pillar 3 report.

In line with the Financial Reporting Council’s guidance on Clear and
Concise reporting. Barclays has focused reporting on material items
and sought to reorganise information to aid users understanding.

It is Barclays view that best in class disclosures will continue to
evolve in light of ongoing market and stakeholder engagement
with the banking sector. Barclays are committed to engaging with a
published Code for Financial Reporting Disclosure (the Code). The
Code sets out five disclosure principles together with supporting
guidance which states that UK banks will:

e provide high quality, meaningful and decision-useful disclosures
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o review and enhance their financial instrument disclosures for key
areas of interest

e assess the applicability and relevance of good practice
recommendations to their disclosures acknowledging the
importance of such guidance

eseek to enhance the comparability of financial statement
disclosures across the UK banking sector, and

o clearly differentiate in their annual reports between information
that is audited and information that is unaudited.

On 1 March 2016, Barclays announced its intention to sell down the
Croup’s interest in BAGL. This sell down is intended to be to a level
which will permit deconsolidation from an accounting and
regulatory perspective, subject to shareholder and regulatory
approvals as required. As the Africa Banking Business meets
requirements for presentation as a discontinued operation, these
results have been presented as two lines on the face of the Group
income statement, representing the profit after tax and non-
controlling interest in respect of the discontinued operation.

British Bankers’ Association (BBA) Code for Financial Reporting
Disclosure

Barclays has adopted the BBA Code for Financial Reporting
Disclosure and has prepared the 2016 Annual Report and
Accounts in compliance with the Code.

Statutory Accounts
The consolidated accounts of Barclays Bank PLC and its
subsidiaries are set out on pages 190 to 197.

The financial statements have been prepared on a going concern
basis, in accordance with The Companies Act 2006 as applicable
to companies using IFRS.
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Presentation of information

Barclays Bank PLC is a wholly owned subsidiary of Barclays PLC, which is the Group’s ultimate parent company. The business activities of Barclays
Bank PLC Group and Barclays PLC Group are fundamentally the same as the only differences are the holding company, Barclays PLC and following
a restructure in November 2016, the Group Service Company transferring from Barclays Bank PLC to Barclays PLC.

Differences between Barclays PLC and Barclays Bank PLC results can be summarised as follows:
e  Balance Sheet Asset size — Barclays PLC £1,213,126m, Barclays Bank PLC £1,213,955m
e Income Statement Profit before tax — Barclays PLC £3,230m, Barclays Bank PLC £4,383m

The differences occur primarily due to the following reasons:
e  Funding structures
e  Cash flow hedging
e  Group Service Company

More detail regarding the main differences is described below.

Funding Structures

Barclays PLC Barclays Bank PLC

£fm fm
Preference shares - 5,836
Other shareholders’ equity - 271
Non-controlling interests (NCI) 6,492 3,522

Preference shares and capital notes issued by Barclays Bank PLC are included within share capital in Barclays Bank PLC, and where still outstanding
are presented as non-controlling interests in the financial statements of Barclays PLC Group.

Barclays PLC Barclays Bank PLC
£fm £fm

Treasury shares (42) -

Barclays PLC shares held for the purposes of employee share schemes and for trading are recognised as available for sale investments and trading
portfolio assets respectively within Barclays Bank PLC. Barclays PLC deducts these treasury shares from shareholders’ equity.

Barclays PLC Barclays Bank PLC
fm fm

Capital Redemption Reserve (CRR) 394 38

Arising from the redemption or exchange of Barclays PLC or Barclays Bank PLC shares respectively

Barclays PLC Barclays Bank PLC

fm fm
Loans and advances to banks 43,251 43,634
Subordinated liabilities (23,383) (23,871)

Barclays Bank PLC has in issue two series of contingent capital notes (CCNs). These both pay interest and principal to the holder unless the
consolidated CRD IV CET 1 ratio (FSA October 2012 transitional statement) of Barclays PLC falls below 7%, in which case they are cancelled from
the consolidated perspective. The coupon payable on the CCNs is higher than a market rate of interest for a similar note without this risk.

The accounting for these instruments differs between the consolidated financial statements of Barclays PLC and Barclays Bank PLC as follows:

e Inthe case of the 7.625% CCN issuance, the cancellation is effected by an automatic legal transfer of title from the holder to Barclays
PLC. In these circumstances, Barclays Bank PLC remains liable to Barclays PLC. Barclays Bank PLC does not benefit from the
cancellation feature although it pays a higher than market rate for a similar note, and therefore the initial fair value of the note
recognised was higher than par. The difference between fair value and par is amortised to the income statement over time.

e Inthe case of the 7.75% CCN issuance, the cancellation is directly effected in Barclays Bank PLC. For Barclays Bank PLC, the
cancellation feature is separately valued from the host liability as an embedded derivative with changes in fair value reported in the
income statement. The initial fair value of the host liability recognised was higher than par by the amount of the initial fair value of the
derivative and the difference is amortised to the income statement over time.
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Cash flow hedging

Barclays PLC Barclays Bank PLC

fm fm
Income Statement
Net interest income 10,537 11,457
Tax (993) (1,245)
Equity
Cash flow hedging reserve 2,105 954

Barclays PLC cash flow hedging reserve is larger than Barclays Bank PLC as it is no longer exposed to the same variable rate cash flows. This is as a
direct result of anticipated bank ring fencing and transfer of assets to an entity which is not expected to be consolidated by Barclays Bank PLC
(although is expected to be consolidated by Barclays PLC). There is also a difference in the income statement due to variance in income and tax due
to cash flow hedging not included in Barclays Bank PLC.

Group Service Company

The ownership of the Group service company was transferred from Barclays Bank PLC to Barclays PLC in November 2016 contributing to the
following key differences between Barclays PLC and Barclays Bank PLC.

Barclays PLC Barclays Bank PLC

fm fm
Staff costs (9,423) (9,211)
Administration and general expenses (2,917) (3,200)

Employees within the Group Service Company reallocated from Barclays Bank PLC as part of the restructure. Therefore these staff costs are only
shown in Barclays PLC. Group Service Company recharged costs to Barclays Bank PLC leading to higher expenses. These are eliminated on
consolidation in Barclays PLC.

Barclays PLC Barclays Bank PLC
fm fm

Prepayments, accrued income and other assets 2,893 4,011

Barclays Bank PLC recognises a receivable from the Group Service Company which is eliminated on consolidation in Barclays PLC. The Bank funded
acquisition of shares on behalf of the Group Service Company to satisfy employee share awards creating a receivable of £1,009m. This is offset by
prepayments and sundry assets receivable in the Group Service Company which are reflected in Barclays PLC.

Barclays PLC Barclays Bank PLC

fm fm
Goodwill and intangibles 7,726 7,348
Property, plant and equipment 2,825 2,466
Customer accounts (423,178) (424,703)
Debt securities in issue (75,932) (75,369)
Provisions (4,134) (3,909)

Differences driven by Group Service Company balances reflected in Barclays PLC only, or in the case of customer accounts, intercompany balances
between Group Service Company and Barclays Bank PLC, which eliminate on consolidation in Barclays PLC.
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Independent auditors’ report

Independent auditors’ report to the members of Barclays Bank PLC

Report on the financial statements

Our opinion

In our opinion, Barclays Bank PLC’s group financial statements and
parent company financial statements (the “financial statements”):

e  give atrue and fair view of the state of the group’s and of
the parent company’s affairs as at 31 December 2016 and
of the group’s and the parent company’s profit and cash
flows for the year then ended;

e have been properly prepared in accordance with
International Financial Reporting Standards (“IFRSs”) as
adopted by the European Union; and

e  have been prepared in accordance with the requirements
of the Companies Act 2006 and, as regards the group
financial statements, Article 4 of the IAS Regulation.

What we have audited
The financial statements, included within the Annual Report,
comprise:

e the consolidated and Parent Company Balance Sheets as
at 31 December 2016;

e the consolidated income statement and consolidated
statement of comprehensive income for the year then
ended;

e the consolidated and Parent Company cash flow
statements for the year then ended;

e the consolidated and Parent Company statements of
changes in equity for the year then ended; and

e the notes to the financial statements, which include a
summary of significant accounting policies and other
explanatory information.

Certain required disclosures have been presented elsewhere in the
Annual Report, rather than in the notes to the financial statements.
These are cross-referenced from the financial statements and are
identified as audited.

The financial reporting framework that has been applied in the
preparation of the financial statements is IFRSs as adopted by the
European Union, and applicable law.

In applying the financial reporting framework, the directors have
made a number of subjective judgements, for example in respect of
significant accounting estimates. In making such estimates, they
have made assumptions and considered future events.

home.barclays/annualreport

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the
audit:

e theinformation given in the Strategic Report and the
Directors’ Report for the financial year for which the
financial statements are prepared is consistent with the
financial statements; and

e the Strategic Report and the Directors’ Report have been
prepared in accordance with applicable legal
requirements.

In addition, in light of the knowledge and understanding of the
group, the parent company and their environment obtained in the
course of the audit, we are required to report if we have identified
any material misstatements in the Strategic Report and the
Directors’ Report. We have nothing to report in this respect.

Opinion on additional disclosures

Directors’ Remuneration Report

The parent company voluntarily prepares a Directors’ Remuneration
Report in accordance with the provisions of the Companies Act
2006. The directors have requested that we audit the part of the
Directors’ Remuneration Report specified by the Companies Act
2006 to be audited as if the parent company were a quoted
company.

In our opinion, the part of the Directors’ Remuneration Report to be
audited has been properly prepared in accordance with the
Companies Act 2006.

Other matters on which we are required to report by exception
Adequacy of accounting records and information and
explanations received

Under the Companies Act 2006 we are required to report to you if,
in our opinion:

e we have not received all the information and explanations
we require for our audit; or

e adequate accounting records have not been kept by the
parent company, or returns adequate for our audit have
not been received from branches not visited by us; or

e the parent company financial statements are not in
agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if,
in our opinion, certain disclosures of directors’ remuneration
specified by law are not made. We have no exceptions to report
arising from this responsibility.

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Directors’ Responsibilities Statement
set out on page 50, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a
true and fair view.

Our responsibility is to audit and express an opinion on the financial
statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”).
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Independent auditors’ report

Those standards require us to comply with the Auditing Practices
Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only
for the parent company’s members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other
purpose. We do not, in giving these opinions, accept or assume
responsibility for any other purpose or to any other person to whom
this report is shown or into whose hands it may come save where
expressly agreed by our prior consent in writing.

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). An
audit involves obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an
assessment of:

e whether the accounting policies are appropriate to the
group’s and the parent company’s circumstances and
have been consistently applied and adequately disclosed;

e the reasonableness of significant accounting estimates
made by the directors; and

Henry Daubeney (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

22 February 2017
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e the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the
directors’ judgements against available evidence, forming our own
judgements, and evaluating the disclosures in the financial
statements.

We test and examine information, using sampling and other
auditing techniques, to the extent we consider necessary to provide
a reasonable basis for us to draw conclusions. We obtain audit
evidence through testing the effectiveness of controls, substantive
procedures or a combination of both.

In addition, we read all the financial and non-financial information in
the Annual Report to identify material inconsistencies with the
audited financial statements and to identify any information that is
apparently materially incorrect based on, or materially inconsistent
with, the knowledge acquired by us in the course of performing the
audit. If we become aware of any apparent material misstatements
or inconsistencies we consider the implications for our report. With
respect to the Strategic Report and Directors’ Report, we consider
whether those reports include the disclosures required by applicable
legal requirements.
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Independent registered public accounting firm’s report

Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of Barclays Bank PLC

In our opinion, the accompanying consolidated balance sheets and
the related consolidated income statements, consolidated
statements of comprehensive income, consolidated statements of
changes in equity and consolidated cash flow statements present
fairly, in all material respects, the financial position of Barclays Bank
PLC (“the Bank”) and its subsidiaries as of 31 December 2016 and
31 December 2015, and the results of their operations and their
cash flows for each of the three years in the period ended 31
December 2016 in conformity with International Financial Reporting
Standards as issued by the International Accounting Standards
Board. These financial statements are the responsibility of the Bank’
s management. Our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our audits
of these financial statements in accordance with the standards of
the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP
London, United Kingdom
22 February 2017
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Consolidated financial statements
Consolidated income statement

2016 2015
For the year ended 31 December Notes £m £m
Continuing operations
Interest income 3 14,423 13,947
Interest expense 3 (2,966) (2,584)
Net interest income 11,457 11,363
Fee and commission income 4 8,625 8,494
Fee and commission expense 4 (1,789) (1,611)
Net fee and commission income 6,836 6,883
Net trading income 5 2,795 3,430
Net investment income 6 1,324 1,097
Other income 57 35
Total income 22,469 22,808
Credit impairment charges and other credit provisions 7 (2,373) (1,762)
Net operating income 20,096 21,046
Staff costs 33 (9,211) (8,853)
Infrastructure costs (2,937) (2,691)
Administration and general expenses (3,200) (2,983)
Provision for UK customer redress 26 (1,000) (2,772)
Provision for ongoing investigations and litigation including Foreign Exchange 26 - (1,237)
Operating expenses (16,348) (18,536)
Share of post-tax results of associates and joint ventures 70 41
Gain/(Loss) on disposal of subsidiaries, associates and joint ventures 9 565 (637)
Profit before tax 4,383 1,914
Tax 10 (1,245) (1,302)
Profit after tax in respect of continuing operations 3,138 612
Profit after tax in respect of discontinued operations 591 626
Profit after tax 3,729 1,238
Attributable to:
Equity holders of the parent 2,867 566
Other equity holders 457 345
Total equity holders 3,324 911
Profit attributable to non-controlling interests in respect of continuing operations 32 3 3
Profit attributable to non-controlling interests in respect of discontinued operations 32 402 324
Profit after tax 3,729 1,238

Note
As permitted by section 408(3) of the Companies Act 2006 an income statement for the parent company has not been presented.
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Consolidated financial statements

Consolidated statement of comprehensive income

2016 2015

For the year ended 31 December fm £fm
Profit after tax 3,729 1,238
Profit/(loss) after tax in respect of continuing operations 3,138 612
Profit after tax in respect of discontinued operation 591 626
Other comprehensive (loss)/income from continuing operations:
Currency translation reserve
Currency translation differences 3,027 748
Available for sale reserve
Net gains from changes in fair value 2,178 60
Net losses transferred to net profit on disposal (912) (377)
Net gains transferred to net profit due to impairment 20 17
Net losses transferred to net profit due to fair value hedging (1,677) (148)
Changes in insurance liabilities 53 86
Tax (18) 132
Cash flow hedging reserve
Net (losses)/gains from changes in fair value 689 (990)
Net losses transferred to net profit (431) (276)
Tax (59) 221
Other 47 19
Total comprehensive (loss)/income that may be recycled to profit and loss 2,917 (508)
Other comprehensive (loss)/income not recycled to profit or loss:
Retirement benefit remeasurements (1,309) 1,179
Tax 329 (260)
Other comprehensive income for the period 1,937 411
Total comprehensive income for the period, net of tax from continuing operations 5,075 1,023
Total comprehensive income/(loss) for the period, net of tax from discontinued operations 2,111 (720)
Total comprehensive income for the year 7,186 303
Attributable to:
Equity holders of the parent 5,947 457
Non-controlling interests 1,239 (154)

7,186 303
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Consolidated financial statements

Consolidated balance sheet

The Group The Bank

2016 2015 2016 2015
As at 31 December Notes £m £m £m £m
Assets
Cash and balances at central banks 102,328 49,711 97,466 43,669
Items in the course of collection from other banks 1,467 1,011 1,010 596
Trading portfolio assets 12 80,255 77,398 36,527 33,057
Financial assets designated at fair value 13 78,608 76,830 80,865 71,987
Derivative financial instruments 14 346,820 327,870 327,202 316,252
Financial investments 15 63,365 90,304 61,599 83,608
Loans and advances to banks 19 43,634 41,829 43,964 62,201
Loans and advances to customers 19 392,783 399,217 431,124 395,207
Reverse repurchase agreements and other similar secured lending 21 13,454 28,187 22,941 28,803
Prepayments, accrued income and other assets 4,011 3,027 4,730 9,103
Investments in associates and joint ventures 38 684 573 164 127
Investment in subsidiaries 36 - - 14,399 17,782
Property, plant and equipment 22 2,466 3,468 1,454 1,502
Goodwill and intangible assets 23 7,348 8,222 5,651 5,340
Current tax assets 10 501 385 506 27
Deferred tax assets 10 4,763 4,495 2,258 2,069
Retirement benefit assets 35 14 836 7 807
Assets included in disposal groups classified as held for sale 44 71,454 7,364 3,453 5,180
Total assets 1,213,955 1,120,727 1,135,320 1,077,317
Liabilities
Deposits from banks 48,214 47,080 58,037 63,682
Items in the course of collection due to other banks 636 1,013 636 758
Customer accounts 424,703 418,307 447,394 411,791
Repurchase agreements and other similar secured borrowing 21 19,760 25,035 29,226 26,164
Trading portfolio liabilities 12 34,687 33,967 31,999 23,567
Financial liabilities designated at fair value 16 96,032 91,745 101,330 90,198
Derivative financial instruments 14 340,487 324,252 317,874 310,025
Debt securities in issue 75,369 69,150 45,206 45,720
Subordinated liabilities 29 23,871 21,955 23,878 21,411
Accruals, deferred income and other liabilities 25 8,951 10,612 15,118 17,779
Provisions 26 3,909 4,142 3,515 3,681
Current tax liabilities 10 708 930 751 695
Deferred tax liabilities 10 4 100 16 6
Retirement benefit liabilities 35 377 423 207 213
Liabilities included in disposal groups classified as held for sale 44 65,292 5,997 2,135 4,103
Total liabilities 1,143,000 1,054,708 1,077,322 1,019,793
Total equity
Called up share capital and share premium 30 14,462 14,472 14,462 14,472
Other equity instruments 30 6,486 5,350 6,486 5,350
Other reserves 31 4,295 933 2,100 1,498
Retained earnings 42,190 43,350 34,950 36,204
Total equity excluding non-controlling interestsa 67,433 64,105 57,998 57,524
Non-controlling interests 32 3,522 1,914 -
Total equity 70,955 66,019 57,998 57,524
Total liabilities and equity 1,213,955 1,120,727 1,135,320 1,077,317

The Board of Directors approved the financial statements on pages 190 to 316 on 22 February 2017.

John McFarlane Jes Staley
Group Chairman Group Chief Executive
Note

Tushar Morzaria
Group Finance Director

a As permitted by section 408 of the Companies Act 2006 an income statement for the parent company has not been presented. Included in shareholders’ equity excluding non-
controlling interests for ‘The Bank’ is a profit after tax for the year ended 31 December 2016 of £2,078m (2015: £802m).
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Consolidated financial statements
Consolidated statement of changes in equity

The Group Called up Other Total equity
share Cash reserves excluding
capital Other  Available flow Currency and other non- Non-
and share equity for sale hedging translation shareholders’ Retained controlling controlling Total
premiuma instrumentsa reserveb reserveb reserveb equityab earnings interests interests equity
fm £m fm £m £m £m fm fm £m £m
Balance as at 1 January 2016 14,472 5,350 338 709 (623) 509 43,350 64,105 1,914 66,019
Profit after tax - 457 - - - - 2,678 3,135 3 3,138
Currency translation movements - - - - 3,025 - - 3,025 2 3,027
Available for sale investments - - (356) - - - - (356) - (356)
Cash flow hedges - - - 199 - - - 199 - 199
Pension remeasurement - - - - - - (980) (980) - (980)
Other (17) - - - - - 64 47 - 47
Total comprehensive income net
of tax from continuing operations 17) 457 (356) 199 3,025 - 1,762 5,070 5 5,075
Total comprehensive income net
of tax from discontinued
operation - - (4) 46 652 183 877 1,234 2,111
Total comprehensive income for
the year (17) 457 (360) 245 3,677 - 1,945 5,947 1,239 7,186
Issue and exchange of equity
instruments - 1,136 - - - - - 1,136 - 1,136
Other equity instruments
coupons paid - (457) - - - - 128 (329) - (329)
Equity settled share schemes - - - - - - 577 577 - 577
Vesting of Barclays PLC shares
under share-based payment
schemes - - - - - - (414) (414) - (414)
Dividends paid on ordinary shares - - - - - - (638) (638) (235) (873)
Dividends paid on preference
shares and other shareholders'
equity - - - - - - (340) (340) - (340)
Capital contribution from Barclays
PLC - - - - - - 114 114 - 114
Redemption of preference shares - - - - - (199) (1,378) (1,577) (1,577)
Net equity impact of partial BAGL
disposal - - - - - - (349) (349) 601 252
Net equity impact of Group
Service Company disposal - - - - - - (806) (806) - (806)
Other reserve movements 7 - - (1) 1 7 3 10
Balance as at 31 December 2016 14,462 6,486 (22) 954 3,054 309 42,190 67,433 3,522 70,955
Notes
a For further details refer to Note 30

b For further details refer to Note 31
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Consolidated financial statements
Consolidated statement of changes in equity

The Group Called up Other Total equity
share Cash reserves excluding
capital Other  Available flow Currency and other non- Non-
and share equity for sale hedging translation shareholders’ Retained controlling controlling Total
premium? instruments? reserveb reserveb reserveb equityab earnings interests interests equity
£m £m £m £m £m £m fm fm £m £m

Balance as at 1 January 2015 14,472 4,350 578 1,817 (582) 509 42,650 63,794 2,251 66,045
Profit after tax - 345 - - - - 264 609 3 612
Currency translation movements - - - - 748 - - 748 - 748
Available for sale investments - - (230) - - - - (230) - (230)
Cash flow hedges - - - (1,045) - - - (1,045) - (1,045)
Pension remeasurement - - - - - - 919 919 - 919
Other - - - - - - 19 19 - 19
Total comprehensive income net
of tax for continuing operations - 345 (230) (1,045) 748 - 1,202 1,020 3 1,023
Total comprehensive income net
of tax for discontinued operations - - (10) (63) (789) - 299 (563) (157) (720)
Total comprehensive income for
the year - 345 (240) (1,108) (41) - 1,501 457 (154) 303
Issue and exchange of equity
instruments - 1,000 - - - - - 1,000 - 1,000
Redemption of preference shares - - - - - - - - - -
Other equity instruments
coupons paid - (345) - - - - 70 (275) - (275)
Equity settled share schemes - - - - - - 571 571 - 571
Vesting of Barclays PLC shares
under share-based payment
schemes - - - - - - (755) (755) - (755)
Dividends on ordinary shares - - - - - - (876) (876) (209)  (1,085)
Dividends on preference shares
and other shareholders' equity - - - - - - (343) (343) - (343)
Capital contribution from Barclays
PLC - - - - - - 560 560 - 560
Other reserve movements - - - - - - (28) (28) 26 (2)
Balance as at 31 December 2015 14,472 5,350 338 709 (623) 509 43350 64,105 1,914 66,019

Notes
a For further details refer to Note 30
b For further details refer to Note 31
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Consolidated statement of changes in equity

The Bank Called up Other
share Cash reserves
capital Other Available flow Currency and other
and share equity for sale hedging translation shareholders' Retained
premiuma instruments reserveb reserveb reserveb equityb earnings Total
fm fm £m £m fm £m fm £m
Balance as at 1 January 2016 14,472 5,350 159 760 6 573 36,204 57,524
Profit after tax - 457 S S S S 1,621 2,078
Currency translation movements - - - - 890 - - 890
Available for sale investments - - (290) - - - - (290)
Cash flow hedges - - 202 - - - 202
Pension remeasurement - - - - - - (970) (970)
Other S o S S S S - -
Total comprehensive income/(loss) for
the year - 457 (290) 202 890 - 651 1,910
Issue and exchange of other equity
instruments - 1,136 - - - - - 1,136
Redemption of preference shares (10) - - - - (201) (1,378) (1,589)
Other equity instruments coupons paid - (457) - - - - 128 (329)
Equity settled share schemes - - - - - 223 223
Vesting of Barclays PLC shares under - - - - - -
share-based payment schemes (80) (80)
Dividends paid on ordinary shares - - - - - - (343) (343)
Dividends paid on preference shares and - - - - - -
other shareholders' equity (639) (639)
Capital contribution from Barclays PLC - - - - - - 114 114
Other reserve movements - - - - - 1 70 71
Balance as at 31 December 2016 14,462 6,486 (131) 962 896 373 34,950 57,998
Balance as at 1 January 2015 14,472 4,350 362 1,807 (370) 573 35,518 56,712
Profit after tax - 345 - - - - 457 802
Currency translation movements - - - - 376 - - 376
Available for sale investments - - (203) - - - - (203)
Cash flow hedges - - - (1,047) - - - (1,047)
Pension remeasurement - - - - - - 886 886
Other - - - - - - 4 4
Total comprehensive income/(loss) for
the year - 345 (203) (1,047) 376 - 1,347 818
Issue and exchange of other equity
instruments - 1,000 - - - - - 1,000
Other equity instruments coupons paid - (345) - - - - 70 (275)
Equity settled share schemes - - - - - - 103 103
Vesting of Barclays PLC shares under
share-based payment schemes - - - - - - (144) (144)
Dividends paid on ordinary shares - - - - - - (871) (871)
Dividends paid on preference shares and
other shareholders' equity - - - - - - (343) (343)
Capital contribution from Barclays PLC - - - - - - 560 560
Other reserve movements - - - - - - (36) (36)
Balance as at 31 December 2015 14,472 5,350 159 760 6 573 36,204 57,524

Notes
a For further details refer to Note 30
b For further details refer to Note 31
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Consolidated financial statements
Consolidated cash flow statement

The Group The Bank
2016 2015 2016 2015

For the year ended 31 December £m £m £m £m
Continuing operations
Reconciliation of profit before tax to net cash flows from operating activities:
Profit before tax 4,383 1,914 2,415 1,216
Adjustment for non-cash items:
Allowance for impairment 2,357 1,752 1,372 1,145
Depreciation, amortisation and impairment of property, plant, equipment and intangibles 1,232 1,215 589 600
Other provisions, including pensions 1,726 4,243 1,856 3,767
Net profit on disposal of investments and property, plant and equipment (912) (374) - -
Other non-cash movements including exchange rate movements (20,780) (1,189) (20,509) (2,229)
Changes in operating assets and liabilities
Net (increase)/decrease in loans and advances to banks and customers (25,439) 22,705 (17,375) 27,472
Net decrease in reverse repurchase agreements and other similar lending 14,733 103,471 5,862 74,021
Net increase/(decrease) in deposits and debt securities in issue 49,961 (33,219) 29,444 (38,054)
Net (decrease) in repurchase agreements and other similar borrowing (4,852) (99,602) 3,062 (69,209)
Net (increase)/decrease in derivative financial instruments (2,351) (3,309) (3,101) 733
Net (increase)/decrease in trading assets (5,542) 37,079 (3,623) 15,992
Net increase/(decrease) in trading liabilities 880 (10,877) 8,432 (2,343)
Net decrease/(increase) in financial investments 807 (3,064) 2,254 (3,638)
Net (increase)/decrease in other assets (3,731) (2,680) 5,688 3,071
Net (increase) in other liabilities (452) (1,772) (7,143) (1,864)
Corporate income tax paid (742) (1,643) (219) (225)
Net cash from operating activities 11,278 14,650 9,004 10,455
Purchase of available for sale investments (65,086) (120,061) (64,086) (119,427)
Proceeds from sale or redemption of available for sale investments 102,515 114,529 100,569 113,185
Purchase of property, plant and equipment and intangibles (2,054) (1,928) (1,050) (1,479)
Proceeds from sale of property, plant and equipment and intangibles 234 393 88 384
Proceeds from part disposal of investment in BAGL 595 - 595 -
Net decrease in investment in subsidiaries - - 3,344 1,201
Other cash flows associated with investing activities 32 516 (13) 117
Net cash from investing activities 36,236 (6,551) 39,447 (6,019)
Dividends paid (1,186) (1,428) (982) (1,214)
Issuance of subordinated debt 1,457 879 1,457 896
Redemption of subordinated debt (1,143) (556) (1,105) (280)
Net redemption of shares and other equity instruments 1,125 655 1,255 655
Capital contribution from Barclays PLC 114 560 114 560
Repurchase of shares and other equity instruments (1,378) - (1,378) -
Net cash from financing activities (1,011) 110 (639) 617
Net cash from discontinued operations 405 (1,821) - -
Effect of exchange rates on cash and cash equivalents 10,468 1,689 7,400 1,157
Net increase in cash and cash equivalents 57,376 8,077 55,212 6,210
Cash and cash equivalents at beginning of year 86,556 78,479 66,938 60,728
Cash and cash equivalents at end of year 143,932 86,556 122,150 66,938
Cash and cash equivalents comprise:
Cash and balances at central banks 102,328 49,711 97,466 43,669
Loans and advances to banks with original maturity less than three months 38,099 35,876 24,328 22,804
Available for sale treasury and other eligible bills with original maturity less than three
months 356 816 356 312
Trading portfolio assets with original maturity less than three months - 153 - 153
Cash and cash equivalents held for sale 3,149 - - -

143,932 86,556 122,150 66,938
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Consolidated financial statements
Consolidated cash flow statement

Interest received by the Group in 2016 was £21,981m (2015: £20,370m) and interest paid by the Group in 2016 was £7,812m (2015: £6,992m).
Interest received by the Bank in 2016 was £16,649m (2015: £13,812m) and interest paid by the Bank in 2016 was £5,627m (2015: £4,582m).

The Group is required to maintain balances with central banks and other regulatory authorities and these amounted to £4,254m at 31 December
2016 (2015: £4,369m). The Bank was required to maintain balances with central banks and other regulatory authorities of £215m in 2016 (2015:
£219m).

For the purposes of the cash flow statement, cash comprises cash on hand and demand deposits, and cash equivalents comprise highly liquid

investments that are convertible into cash with an insignificant risk of changes in value with original maturities of three months or less. Repurchase
and reverse repurchase agreements are not considered to be part of cash equivalents.
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Notes to the financial statements
For the year ended 31 December 2016

This section describes Barclays’ significant policies and critical accounting estimates that relate to the financial
statements and notes as a whole. If an accounting policy or a critical accounting estimate relates to a particular note,
the accounting policy and/or critical accounting estimate is contained with the relevant note

1 Significant accounting policies

1. Reporting entity

These financial statements are prepared for Barclays Bank PLC and its subsidiaries (the Barclays Bank PLC Group or the Group) under Section
399 of the Companies Act 2006. The Group is a major global financial services provider engaged in retail banking, credit cards, wholesale
banking, investment banking, wealth management and investment management services. In addition, individual financial statements have been
presented for the holding company.

2. Compliance with International Financial Reporting Standards

The consolidated financial statements of the Group, and the individual financial statements of Barclays Bank PLC, have been prepared in
accordance with International Financial Reporting Standards (IFRS) and interpretations (IFRICs) issued by the Interpretations Committee, as
published by the International Accounting Standards Board (IASB). They are also in accordance with IFRS and IFRIC interpretations endorsed by
the European Union. The principal accounting policies applied in the preparation of the consolidated and individual financial statements are set
out below, and in the relevant notes to the financial statements. These policies have been consistently applied.

3. Basis of preparation

The consolidated and individual financial statements have been prepared under the historical cost convention modified to include the fair
valuation of investment property, and particular financial instruments, to the extent required or permitted under IFRS as set out in the relevant
accounting policies. They are stated in millions of pounds Sterling (£m), the functional currency of Barclays Bank PLC.

4. Accounting policies

Barclays prepares financial statements in accordance with IFRS. The Group’s significant accounting policies relating to specific financial
statement items, together with a description of the accounting estimates and judgements that were critical to preparing them, are set out under
the relevant notes. Accounting policies that affect the financial statements as a whole are set out below.

(i) Consolidation
Barclays applies IFRS 10 Consolidated Financial Statements.

The consolidated financial statements combine the financial statements of Barclays Bank PLC and all its subsidiaries. Subsidiaries are entities
over which Barclays Bank PLC has control. The Group has control over another entity when the Group has all of the following:

1) power over the relevant activities of the investee, for example through voting or other rights;

2) exposure to, or rights to, variable returns from its involvement with the investee; and

3) the ability to affect those returns through its power over the investee.

The assessment of control is based on the consideration of all facts and circumstances. The Group reassesses whether it controls an investee if
facts and circumstances indicate that there are changes to one or more of the three elements of control.

Intra-group transactions and balances are eliminated on consolidation and consistent accounting policies are used throughout the Group for
the purposes of the consolidation.

Changes in ownership interests in subsidiaries are accounted for as equity transactions if they occur after control has already been obtained and
they do not result in loss of control.

As the consolidated financial statements include partnerships where the Group member is a partner, advantage has been taken of the
exemption under Regulation 7 of the Partnership (Accounts) Regulations 2008 with regard to preparing and filing of individual partnership

financial statements.

Details of the principal subsidiaries are given in Note 36, and a complete list of all subsidiaries is presented in Note 45.
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Notes to the financial statements
For the year ended 31 December 2016

1 Significant accounting policies continued

(ii) Foreign currency translation

The Group applies IAS 21 The Effects of Changes in Foreign Exchange Rates. Transactions and balances in foreign currencies are translated into
Sterling at the rate ruling on the date of the transaction. Foreign currency balances are translated into Sterling at the period end exchange rates.
Exchange gains and losses on such balances are taken to the income statement.

The Group’s foreign operations (including subsidiaries, joint ventures, associates and branches) based mainly outside the UK may have different
functional currencies. The functional currency of an operation is the currency of the main economy to which it is exposed.

Prior to consolidation (or equity accounting) the assets and liabilities of non-Sterling operations are translated at the closing rate and items of
income, expense and other comprehensive income are translated into Sterling at the rate on the date of the transactions. Exchange differences
arising on the translation of foreign operations are included in currency translation reserves within equity. These are transferred to the income
statement when the Group loses control, joint control or significant influence over the foreign operation or on partial disposal of the operation.

(iii) Financial assets and liabilities
The Group applies IAS 39 Financial Instruments: Recognition and Measurement to the recognition, classification and measurement, and
derecognition of financial assets and financial liabilities, the impairment of financial assets, and hedge accounting.

Recognition
The Croup recognises financial assets and liabilities when it becomes a party to the terms of the contract, which is the trade date or the
settlement date.

Classification and measurement
Financial assets and liabilities are initially recognised at fair value and may be held at fair value or amortised cost depending on the Group’s
intention toward the assets and the nature of the assets and liabilities, mainly determined by their contractual terms.

The accounting policy for each type of financial asset or liability is included within the relevant note for the item. The Group’s policies for
determining the fair values of the assets and liabilities are set out in Note 17.

Derecognition

The Group derecognises a financial asset, or a portion of a financial asset, from its balance sheet where the contractual rights to cash flows from
the asset have expired, or have been transferred, usually by sale, and with them either substantially all the risks and rewards of the asset or
significant risks and rewards, along with the unconditional ability to sell or pledge the asset.

Financial liabilities are de-recognised when the liability has been settled, has expired or has been extinguished. An exchange of an existing
financial liability for a new liability with the same lender on substantially different terms — generally a difference of 10% in the present value of
the cash flows or a substantive qualitative amendment — is accounted for as an extinguishment of the original financial liability and the
recognition of a new financial liability.

Critical accounting estimates and judgements

Transactions in which the Group transfers assets and liabilities, portions of them, or financial risks associated with them can be complex and it
may not be obvious whether substantially all of the risks and rewards have been transferred. It is often necessary to perform a quantitative
analysis. Such an analysis compares the Group’s exposure to variability in asset cash flows before the transfer with its retained exposure after
the transfer.

A cash flow analysis of this nature may require judgement. In particular, it is necessary to estimate the asset’s expected future cash flows as well
as potential variability around this expectation. The method of estimating expected future cash flows depends on the nature of the asset, with
market and market-implied data used to the greatest extent possible. The potential variability around this expectation is typically determined by
stressing underlying parameters to create reasonable alternative upside and downside scenarios. Probabilities are then assigned to each
scenario. Stressed parameters may include default rates, loss severity, or prepayment rates.

(iv) Issued debt and equity instruments
The Group applies IAS 32, Financial Instruments: Presentation, to determine whether funding is either a financial liability (debt) or equity.

Issued financial instruments or their components are classified as liabilities if the contractual arrangement results in the Group having a present
obligation to either deliver cash or another financial asset, or a variable number of equity shares, to the holder of the instrument. If this is not the
case, the instrument is generally an equity instrument and the proceeds included in equity, net of transaction costs. Dividends and other returns
to equity holders are recognised when paid or declared by the members at the AGM and treated as a deduction from equity.
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1 Significant accounting policies continued
Where issued financial instruments contain both liability and equity components, these are accounted for separately. The fair value of the debt is
estimated first and the balance of the proceeds is included within equity.

New and amended standards and interpretations
The accounting policies adopted are consistent with those of the previous financial year. There were no new or amended standards or
interpretations that resulted in a change in accounting policy.

Future accounting developments
There have been and are expected to be a number of significant changes to the Group’s financial reporting after 2016 as a result of amended or
new accounting standards that have been or will be issued by the IASB. The most significant of these are as follows:

IFRS 9 - Financial instruments

IFRS 9 Financial Instruments which will replace IAS 39 Financial Instruments: Recognition and Measurement is effective for periods beginning on
or after 1 January 2018 and was endorsed by the EU in November 2016. IFRS 9, in particular the impairment requirements, will lead to
significant changes in the accounting for financial instruments. Barclays does not expect to restate comparatives on initial application of IFRS 9
on 1 January 2018 but will provide detailed transitional disclosures in accordance with the amended requirements of IFRS 7.

Impairment

IFRS 9 introduces a revised impairment model which will require entities to recognise expected credit losses based on unbiased forward-looking
information. This replaces the existing IAS 39 incurred loss model which only recognises impairment if there is objective evidence that a loss is
already incurred and would measure the loss at the most probable outcome. The IFRS 9 impairment model will be applicable to all financial
assets at amortised cost, lease receivables, debt financial assets at fair value through other comprehensive income, loan commitments and
financial guarantee contracts. This contrasts to the IAS 39 impairment model which is not applicable to loan commitments and financial
guarantee contracts (these were covered by IAS 37). In addition, IAS 39 requires the impairment to be based on the fair value loss for available
for sale debt rather than estimated future cashflows. Intercompany exposures, including loan commitments and financial guarantee contracts,
are also in scope in the stand alone reporting entity accounts.

The measurement of expected loss will involve increased complexity and judgment including estimation of probabilities of defaults, loss given
default, a range of unbiased future economic scenarios, estimation of expected lives, estimation of exposures at default and assessing increases
in credit risk.

It is expected to have a material financial impact and impairment charges will tend to be more volatile. Impairment will also be recognised earlier
and the amounts will be higher. Unsecured products with longer expected lives, such as revolving credit cards, are expected to be most
impacted. It will not be practical to disclose reliable financial impact estimates until the implementation programme and validation and testing is
further advanced, which will be no later than the Barclays Bank PLC Annual Report 2017.

Based on the current requirements of CRD IV, the expected increase in the accounting impairment provision would reduce CET1 capital but the
impact would be partially mitigated by the ‘excess of expected losses over impairment’ included in the CET1 calculation as discussed on page
117. However, the Basel Committee on Banking Supervision (BCBS) is currently considering amending the capital rules as a result of IFRS 9 and
is considering transitional rules which may mitigate or spread capital impacts from 1 January 2018 as well as permanent changes to the capital
requirements. In addition, as part of its review of the Capital Requirements Regulation (CRR) the European Commission has proposed that the
capital impact of IFRS 9 is phased-in over a five year period. IFRS 9 is considered in the Group capital planning.

Key concepts and management judgments

The impairment requirements are complex and require management judgments, estimates and assumptions. Key concepts and management
judgments will continue to be refined during the 2017 parallel run and as any further authoratative guidance is issued, and include:

- Determining a significant increase in credit risk since initial recognition

IFRS 9 requires the recognition of 12 month expected credit losses (the expected credit losses from default events that are expected within 12
months of reporting date) if credit risk has not significantly increased since initial recognition (stage 1), and lifetime expected credit losses for
financial instruments for which the credit risk has increased significantly since initial recognition or which are credit impaired. Barclays expects
to estimate when a significant increase in credit risk has occurred based on quantitative and qualitative assessments. Quantitative assessments
will be based on changes in and/or absolute thresholds for weighted average cumulative lifetime probabilities of default, determined for each
portfolio. Qualitative drivers of a significant increase in credit risk are expected to include exposures determined to be higher risk (by credit risk)
and subject to closer credit risk monitoring. Exposures which are more than 30 days past due will be used as a backstop rather than a primary
driver. Exposures will move back to stage 1 once they no longer meet the criteria for a significant increase in credit risk and when any cure
criteria used for credit risk management are met. This is subject to a minimum of 12 months’ full performance including timely receipt of all
payments over that period, for exposures that have been restructured or granted forbearance or concessions. Barclays does not expect to
primarily rely on the low credit risk exemption which would assume facilities of investment grade are not significantly deteriorated. Determining
the probability of default at initial recognition is expected to require management estimates, in particular for exposures issued before the
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1 Significant accounting policies continued

effective date of IFRS 9. For certain revolving facilities such as credit cards and overdrafts, this is expected to be when the facility was first
entered into which could be a long time in the past. Exposures modified due to financial difficulty do not generally result in a substantial
modification or de-recognition and therefore the probability of default at initial recognition is not reset for these exposures.

- Forward looking information

Credit losses are the expected cash shortfalls from what is contractually due over the expected life of the financial instrument, discounted at the
original effective interest rate. Expected credit losses are the unbiased probability weighted credit losses determined by evaluating a range of
possible outcomes and considering future economic conditions. When there is a non linear relationship between forward looking economic
scenarios and their associated credit losses, a range of forward looking economic scenarios, currently expected to be a minimum of five, will be
considered to ensure a sufficient unbiased representative sample of the complete distribution is included in determining the expected loss.
Stress testing methodologies will be leveraged for forecasting economic scenarios for IFRS 9 purposes.

- Definition of default and credit impaired assets

The definition of default for the purpose of determining expected credit losses is expected to be aligned to the Regulatory Capital CRR Article
178 definition of default, which considers indicators that the debtor is unlikely to pay, includes exposures in forbearance and is no later than
when the exposure is more than 90 days past due or 180 days past due in the case of UK mortgages. When exposures are identified as credit
impaired or purchased or originated as such, IFRS 9 requires separate disclosure and interest income to be presented on a net basis rather than
gross.

Credit impaired, is expected to be when the exposure has defaulted which is also anticipated to align to when an exposure is identified as
individually impaired under the incurred loss model of IAS 39. Write-off polices are not expected to change from IAS 39.

- Expected life

Lifetime expected credit losses must be measured over the expected life. This is restricted to the maximum contractual life and takes into
account expected prepayment, extension, call and similar options, except for certain revolver financial instruments that include both a drawn
and an undrawn component where the entity’s contractual ability to demand repayment and cancel the undrawn commitment does not limit
the entity’s exposure to credit losses to the contractual notice period, such as credit cards and overdrafts. The expected life for these revolver
facilities is expected to be behavioral life. Potential future modifications of contracts are not taken into account when determining the expected
life or exposure at default until they occur.

- Modelling techniques

Expected credit losses (‘ECL’) are calculated by multiplying three main components, being the probability of default (‘PD’), loss given default
(‘LGD’) and the exposure at default (‘EAD’). The Basel ECL calculations are leveraged for IFRS 9 modelling but adjusted for key differences which
include:

- BCBS requires 12 month through the economic cycle losses whereas IFRS 9 requires 12 month or lifetime point in time losses based
on conditions at the reporting date and multiple forecasts of the future economic conditions over the expected lives; and

- IFRS 9 models do not include some of the conservative BCBS model floors and downturn assessments and require discounting to the
reporting date at the original effective interest rate rather than using the cost of capital to the date of default.

Management adjustments will be made to modelled output to account for situations where known or expected risk factors and information
have not been considered in the modelling process, for example forecast economic scenarios for uncertain political events.

Classification and measurement

IFRS 9 will require financial assets to be classified on the basis of two criteria:

1) The business model within which financial assets are managed, and

2) Their contractual cash flow characteristics (whether the cash flows represent ‘solely payments of principal and interest’).

Financial assets will be measured at amortised cost if they are held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows, and their contractual cash flows represent solely payments of principal and interest.

Financial assets will be measured at fair value through other comprehensive income if they are held within a business model whose objective is
achieved by both collecting contractual cash flows and selling financial assets, and their contractual cash flows represent solely payments of
principal and interest.

Other financial assets are measured at fair value through profit and loss. There is an option to make an irrevocable election for non traded equity
investments to be measured at fair value through other comprehensive income, in which case dividends are recognised in profit or loss, but
gains or losses are not reclassified to profit or loss upon derecognition, and impairment is not recognised in the income statement.

The accounting for financial liabilities is largely unchanged, except for financial liabilities designated at fair value through profit and loss. Gains
and losses on such financial liabilities arising from changes in Barclays’ own credit risk will be presented in other comprehensive income rather
than in profit and loss. There is no subsequent reclassification of realised gains or losses on own credit to profit and loss statement.
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Barclays’ Classification and Measurement implementation programme is in progress. An assessment of potential changes to financial assets
based on 30 June 2016 balances is being conducted, including an assessment of business models across various portfolios, and a review of
contractual cash flow features for material financial assets.

There are some classification changes expected but they are not significant from a Group perspective. The notable potential exception relates to
loans with symmetric make whole or fair value prepayment options, which are currently subject to interpretation discussions at IFRS
Interpretations Committee (IFRIC) and IASB as to whether their contractual cash flows represent solely payments of principal and interest, or
whether they must be measured at fair value through profit or loss in their entirety. Such prepayment features are present in some fixed rate
corporate and investment bank loans. The carrying value of such loans is expected to be significant on initial application of IFRS 9. If such loans
are concluded to be measured at fair value through profit or loss the potential impact on opening equity and profit or loss would depend on
their fair values compared to their carrying amounts, and the fair value movements going forward.

Business models are determined on initial application and this may differ from the model at 30 June 2016 for certain portfolios, and contractual
cash flow characteristics assessed as at 30 June 2016 may not be representative of the population on transition.

The focus of the project during 2017 will be on finalising processes, governance and controls in preparation for initial application in 2018. IFRS 9
is applied retrospectively, although comparatives are not restated, with adjustments arising from classification and measurement changes
recognised in opening equity.

Hedge accounting

IFRS 9 contains revised requirements on hedge accounting, which are more closely aligned with an entity’s risk management strategies and risk
management objectives. The new rules would replace the current quantitative effectiveness test with a simpler version, and requires that an
economic relationship exist between the hedged item and the hedging instrument. Under the new rules, voluntary hedge de-designations would
not be allowed.

Adoption of the IFRS 9 hedge accounting requirements is optional, and certain aspects of IAS 39, being the portfolio fair value hedge for interest
rate risk, would continue to be available for entities (while applying IFRS 9 to the remainder of the entity’s hedge accounting relationships) until
the IASB completes its accounting for dynamic risk management project.

Based on analysis performed, Barclays expects to continue applying IAS 39 hedge accounting, although it will implement the amended IFRS 7
hedge accounting disclosure requirements.

Own Credit

Barclays has applied the option in IFRS 9 to recognise changes in own credit in other comprehensive income from 1 January 2017. This will have
no effect on net assets, and any changes due to own credit in prior periods have not been restated. Any realised and unrealised amounts
recognised in other comprehensive income will not be reclassified to the income statement in future periods.

IFRS 15 — Revenue from Contracts with Customers

In 2014, the IASB issued IFRS 15 Revenue from Contracts with Customers which will replace IAS 18 Revenue and IAS 11 Construction Contracts. It
applies to all contracts with customers except leases, financial instruments and insurance contracts. The standard establishes a more systematic
approach for revenue measurement and recognition by introducing a five-step model governing revenue recognition. The five-step model
includes 1) identifying the contract with the customer, 2) identifying each of the performance obligations included in the contract, 3) determining
the amount of consideration in the contract, 4) allocating the consideration to each of the identified performance obligations and 5) recognising
revenue as each performance obligation is satisfied. In April 2016, the IASB issued clarifying amendments to IFRS 15 which provide additional
application guidance but did not change the underlying principles of the standard. The standard was endorsed by the EU in September 2016.
Adoption of the standard on 1 January 2018 is not expected to have a significant impact. Current project implementation efforts are primarily
focused on preparing and sourcing information necessary to comply with the enhanced disclosure requirements introduced by IFRS 15.

IFRS 16 — Leases

In January 2016, the IASB issued IFRS 16 Leases, which will replace IAS 17 Leases. IFRS 16 will apply to all leases with the exception of licenses of
intellectual property, rights held by licensing agreement within the scope of IAS 38 Intangible Assets, service concession arrangements, leases of
biological assets within the scope of IAS 41 Agriculture, and leases of minerals, oil, natural gas and similar non-regenerative resources. IFRS 16 will
not result in a significant change to lessor accounting; however for lessee accounting there will no longer be a distinction between operating and
finance leases. Instead lessees will be required to recognise both a right of use asset and lease liability on balance sheet for all leases. As a result
Barclays will observe an increase in both assets and liabilities for transactions currently accounted for as operating leases as at 1 January 2019 (the
effective date of IFRS 16). A scope exemption will apply to short term and low value leases. Current project implementation efforts are focused on
preparing and sourcing information necessary to comply with IFRS 16 requirements. The standard has not yet been endorsed by the EU.
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Critical accounting estimates and judgements

The preparation of financial statements in accordance with IFRS requires the use of estimates. It also requires management to exercise
judgement in applying the accounting policies. The key areas involving a higher degree of judgement or complexity, or areas where assumptions
are significant to the consolidated and individual financial statements are highlighted under the relevant note. Critical accounting estimates and
judgements are disclosed in:

Page Page
Credit impairment charges and other provisions 206 Fair value of financial instruments 223
Income taxes 209 Provisions 258
Financial investments 222 Retirement benefit obligations 282

Other disclosures

To improve transparency and ease of reference, by concentrating related information in one place, and to reduce duplication, certain disclosures
required under IFRS have been included within the Risk management section as follows:

e Segmental reporting on pages 163 to 176;

e Credit risk management, on pages 67 and 68 including exposures to selected countries;

o Market risk, on pages 69 and 70

e Funding risk — capital, on pages 71 and 72 ; and

e Funding risk — liquidity, on pages 73 and 74.

These are covered by the Audit opinion, where referenced as audited, included on pages 187 to 189.
The accompanying notes on pages 198 to 316 form an integral part of these financial statements.
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The notes included in this section focus on the results and performance of the Group. Information on the income
generated, expenditure incurred, segmental performance, tax, earnings per share and dividends are included here.

2 Segmental reporting

Presentation of segmental reporting

The Group’s segmental reporting is in accordance with IFRS 8 Operating Segments. Operating segments are reported in a manner consistent
with the internal reporting provided to the Executive Committee, which is responsible for allocating resources and assessing performance of
the operating segments, and has been identified as the chief operating decision maker. All transactions between business segments are
conducted on an arm’s length basis, with intra-segment revenue and costs being eliminated in Head Office. Segmental income and expense
excludes Africa Banking business as it meets the requirement of discontinued operation. Income and expenses directly associated with each
segment are included in determining business segment performance.

During 2016 the Group’s activities have been re-segmented into Barclays UK and Barclays International in preparation for regulatory ring fencing
requirements. In addition Barclays’ interest in Barclays Africa Group Limited was re-classified as a discontinued operation and the Non-Core
segment has been enlarged. Comparatives have been updated to reflect the re-segmentation.

An analysis of the Group’s performance by business segment and income by geographic segment is included on pages 163 and 164. Further details
on each of the segment are provided on page 165 to 176.

3 Net interest income

Accounting for interest income and expense

The Group applies IAS 39 Financial Instruments: Recognition and Measurement. Interest income on loans and advances at amortised cost,
financial investments, debt securities and interest expense on financial liabilities held at amortised cost, are calculated using the effective interest
method which allocates interest, and direct and incremental fees and costs, over the expected lives of the assets and liabilities.

The effective interest method requires the Group to estimate future cash flows, in some cases based on its experience of customers’ behaviour,
considering all contractual terms of the financial instrument, as well as the expected lives of the assets and liabilities.

Barclays incurs certain costs to originate credit card balances with the most significant being co-brand partner fees. To the extent these costs are
attributed to revolving customer balances they are capitalised and subsequently included within the calculation of the effective interest rate.
They are amortised to interest income over the period of expected repayment of the originated balance. Costs attributed to transacting customer
balances are recorded within fee and commission expense when incurred. There are no other individual estimates involved in the calculation of
effective interest rates that are material to the results or financial position.

2016 2015

£m £fm

Cash and balances with central banks 186 157
Financial investments 740 698
Loans and advances to banks 483 481
Loans and advances to customers 12,957 12,512
Other 57 99
Interest income? 14,423 13,947
Deposits from banks (204) (123)
Customer accounts (1,808) (1,510)
Debt securities in issue (690) (422)
Subordinated liabilities (988) (978)
Other 724 449
Interest expense? (2,966) (2,584)
Net interest income 11,457 11,363

Note

a Both interest income and interest expense for 2015 has been adjusted by £442m in order to better align the effect of hedge accounting relationships with the related hedged
items. The following categories were restated: financial investments by £(545)m, loans and advances to customers by £987m, customer accounts by £(1,783)m, debt securities in
issue by £784m and subordinated liabilities by £557m.
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3 Net interest income continued
Costs to originate credit card balances of £480m (2015: £368m) have been amortised to interest income during the period.
Interest income includes £75m (2015: £91m) accrued on impaired loans.

Other interest income principally includes interest income relating to reverse repurchase agreements. Similarly, other interest expense principally
includes interest expense relating to repurchase agreements. Included in net interest income is hedge ineffectiveness as detailed in Note 15.

Net interest income increased by 1% to £11,457m (2015: £11,363m) driven by volume growth and margin improvement within Barclays
International cards portfolio, increased cashflow hedge recycling income (recorded within Other Interest Expense) partially offset by increased
expenses from debt securities in issue and customer accounts.

4 Net fee and commission income

Accounting for net fee and commission income
The Group applies IAS 18 Revenue. Fees and commissions charged for services provided or received by the Group are recognised as the services
are provided, for example on completion of the underlying transaction.

2016 2015

£m £fm

Banking, investment management and credit related fees and commissions 8,507 8,365
Foreign exchange commission 118 129
Fee and commission income 8,625 8,494
Fee and commission expense (1,789) (1,611)
Net fee and commission income 6,836 6,883

Net fee and commission income decreased £47m to £6,836m. This was primarily driven by a decrease within Barclays UK due to lower interchange
fees on account of EU Interchange regulation as well as lower fees income in Non Core due to the sale of the US and Asia wealth businesses and
the closure of the equities traded securities business an increase in expenses in Barclays International due to higher customer reward. These
movements were partially offset by an increase in income in Barclays International driven by growth in the cards portfolio and an increase in
Investment Banking Business due to higher fees income from the US loans/bonds and investment grade products coupled with higher financial
advisory fees.

5 Net trading income

Accounting for net trading income
In accordance with IAS 39, trading positions are held at fair value, and the resulting gains and losses are included in the income statement, together
with interest and dividends arising from long and short positions and funding costs relating to trading activities.

Income arises from both the sale and purchase of trading positions, margins which are achieved through market-making and customer business
and from changes in fair value caused by movements in interest and exchange rates, equity prices and other market variables.

Own credit gains/losses arise from the fair valuation of financial liabilities designated at fair value through profit or loss. See Note 16 Financial
liabilities designated at fair value.

2016 2015

£m £m

Trading income 2,830 3,000
Own credit (losses)/gains (35) 430
Net trading income 2,795 3,430

Included within net trading income were gains of £31m (2015: £992m loss) on financial assets designated at fair value and gains of £346m (2015:
£187m loss) on financial liabilities designated at fair value.

Net trading income decreased 19% to £2,795m, primarily reflecting a £465m movement in own credit as the credit spreads on Barclays’ issued
debt were relatively flat as compared to prior year. Trading income decreased by £170m, mainly driven by the continued disposal and running
down of certain businesses and fair value reduction on the ESHLA portfolio within Non Core. This was partially offset by higher contributions from
Fixed Income businesses that benefitted from market volatility and higher client volumes during the year.
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6 Net investment income

Accounting for net investment income
Dividends are recognised when the right to receive the dividend has been established. Other accounting policies relating to net investment income
are set out in Note 13 Financial assets designated at fair value and Note 15 Financial investments.

2016 2015

£m £m

Net gain from disposal of available for sale investments 912 385
Dividend income 8 8
Net gain from financial instruments designated at fair value 158 193
Other investment income 246 511
Net investment income 1,324 1,097

Net investment income increased by 21% to £1,324m. This was largely driven by a gain of £615m on disposal of Barclays’ share of Visa Europe
Limited and gains on buy back of senior and subordinated debt issuances. These increases were partially offset by non repeat of gains of £469m
recognised in 2015 in other investment income due to the final and full legal settlement in respect of US Lehman acquisition assets.

7 Credit impairment charges and other provisions
Accounting for the impairment of financial assets

Loans and other assets held at amortised cost
In accordance with IAS 39, the Group assesses at each balance sheet date whether there is objective evidence that loan assets or available for sale
financial investments (debt or equity) will not be recovered in full and, wherever necessary, recognises an impairment loss in the income statement.

An impairment loss is recognised if there is objective evidence of impairment as a result of events that have occurred and these have adversely

impacted the estimated future cash flows from the assets. These events include:

*=  Becoming aware of significant financial difficulty of the issuer or obligor;

= Abreach of contract, such as a default or delinquency in interest or principal payments;

= The Group, for economic or legal reasons relating to the borrower’s financial difficulty, grants a concession that it would not otherwise
consider;

= Itbecomes probable that the borrower will enter bankruptcy or other financial reorganisation;

=  The disappearance of an active market for that financial asset because of financial difficulties; and

= Observable data at a portfolio level indicating that there is a measurable decrease in the estimated future cash flows, although the decrease
cannot yet be ascribed to individual financial assets in the portfolio — such as adverse changes in the payment status of borrowers in the
portfolio or national or local economic conditions that correlate with defaults on the assets in the portfolio.

Impairment assessments are conducted individually for significant assets, which comprise all wholesale customer loans and larger retail business
loans and collectively for smaller loans and for portfolio level risks, such as country or sectoral risks. For the purposes of the assessment, loans with
similar credit risk characteristics are grouped together — generally on the basis of their product type, industry, geographical location, collateral type,
past due status and other factors relevant to the evaluation of expected future cash flows.

The impairment assessment includes estimating the expected future cash flows from the asset or the group of assets, which are then discounted
using the original effective interest rate calculated for the asset. If this is lower than the carrying value of the asset or the portfolio, an impairment
allowance is raised.

If, in a subsequent period, the amount of the impairment loss decreases, and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is reversed by adjusting the allowance account. The amount of the reversal

is recognised in the income statement.

Following impairment, interest income continues to be recognised at the original effective interest rate on the restated carrying amount,
representing the unwind of the discount of the expected cash flows, including the principal due on non-accrual loans.

Uncollectable loans are written off against the related allowance for loan impairment on completion of the Group’s internal processes and all
recoverable amounts have been collected. Subsequent recoveries of amounts previously written off are credited to the income statement.
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7 Credit impairment charges and other provisions continued

Financial investments

Impairment of available for sale debt instruments

Debt instruments are assessed for impairment in the same way as loans. If impairment is deemed to have occurred, the cumulative decline in the
fair value of the instrument that has previously been recognised in the AFS reserve is removed from reserves and recognised in the income
statement. This may be reversed if there is evidence that the circumstances of the issuer have improved.

Impairment of available for sale equity instruments

Where there has been a prolonged or significant decline in the fair value of an equity instrument below its acquisition cost, it is deemed to be
impaired. The cumulative net loss that has been previously recognised directly in the AFS reserve is removed from reserves and recognised in the
income statement.

Increases in the fair value of equity instruments after impairment are recognised directly in other comprehensive income. Further declines in the fair
value of equity instruments after impairment are recognised in the income statement.

Critical accounting estimates and judgements
The calculation of impairment involves the use of judgement, based on the Group’s experience of managing credit risk.

Within the retail and small businesses portfolios, which comprise large numbers of small homogeneous assets with similar risk characteristics
where credit scoring techniques are generally used, statistical techniques are used to calculate impairment allowances on a portfolio basis, based
on historical recovery rates and assumed emergence periods. These statistical analyses use as primary inputs the extent to which accounts in the
portfolio are in arrears and historical information on the eventual losses encountered from such delinquent portfolios. There are many such models
in use, each tailored to a product, line of business or customer category. Judgement and knowledge is needed in selecting the statistical methods to
use when the models are developed or revised. The impairment allowance reflected in the financial statements for these portfolios is therefore
considered to be reasonable and supportable. The impairment charge reflected in the income statement for retail portfolios is £2,053m (2015:
£1,535m) and amounts to 87% (2015: 88%) of the total impairment charge on loans and advances.

For individually significant assets, impairment allowances are calculated on an individual basis and all relevant considerations that have a bearing
on the expected future cash flows are taken into account (for example, the business prospects for the customer, the realisable value of collateral,
the Group’s position relative to other claimants, the reliability of customer information and the likely cost and duration of the work-out process).
The level of the impairment allowance is the difference between the value of the discounted expected future cash flows (discounted at the loan’s
original effective interest rate), and its carrying amount. Subjective judgements are made in the calculation of future cash flows. Furthermore,
judgements change with time as new information becomes available or as work-out strategies evolve, resulting in frequent revisions to the
impairment allowance as individual decisions are taken. Changes in these estimates would result in a change in the allowances and have a direct
impact on the impairment charge. The impairment charge reflected in the financial statements in relation to wholesale portfolios is £299m (2015:
£209m) and amounts to 13% (2015: 12%) of the total impairment charge on loans and advances. Further information on impairment allowances
and related credit information is set out within the Risk review.

2016 2015

£m £m

New and increased impairment allowances 3,259 2,641
Releases (551) (535)
Recoveries (365) (350)
Impairment charges on loans and advances 2,343 1,756
Provision charges/(releases) for undrawn contractually committed facilities and guarantees provided 9 (12)
Loan impairment 2,352 1,744
Available for sale investment 21 18
Reverse repurchase agreements - -
Credit impairment charges and other provisions 2,373 1,762

Loan impairment increased by 35% to £2,352m primarily due to increased charges following the management review of impairment modelling for
UK and US cards portfolios and the impairment of a number of single name exposures.
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8 Operating expenses

Accounting for staff costs
The Group applies IAS 19 Employee benefits in its accounting for most of the components of staff costs.

Short-term employee benefits — salaries, accrued performance costs and social security are recognised over the period in which the employees
provide the services to which the payments relate.

Performance costs — recognised to the extent that the Group has a present obligation to its employees that can be measured reliably and are
recognised over the period of service that employees are required to work to qualify for the services.

Deferred cash and share awards are made to employees to incentivise performance over the period employees provide services. To receive
payment under an award, employees must provide service over the vesting period. The period over which the expense for deferred cash and share
awards is recognised is based upon the period employees consider their services contribute to the awards. For past awards, the Group considers
that it is appropriate to recognise the awards over the period from the date of grant to the date that the awards vest. In relation to awards granted
in 2017, the Group, taking into account the changing employee understanding surrounding those awards, considered it appropriate for expense to
be recognised over four years including the financial year prior to the grant date. The impact in 2016 of the 2017 grant is an expense of £150m
including social security costs.

The accounting policies for share based payments, and pensions and other post-retirement benefits are included in Note 34 and Note 35
respectively.

2016 2015
£m £m
Infrastructure costs
Property and equipment 1,147 1,082
Depreciation of property, plant and equipment 482 475
Operating lease rentals 550 411
Amortisation of intangible assets 661 570
Impairment of property, equipment and intangible assets 97 150
Gain on property disposals - 3
Total infrastructure costs 2,937 2,691
Other costs
Consultancy, legal and professional fees 1,079 1,078
Subscriptions, publications, stationery and communications 638 678
Marketing, advertising and sponsorship 430 451
Travel and accommodation 132 188
UK bank levy 410 425
Goodwill impairment - 102
Other administration and general expenses 511 61
Total other costs 3,200 2,983
Recurring staff costs 9,211 9,282
Gain on retirement benefits - (429)
Staff costs 9,211 8,853
Provision for UK customer redress 1,000 2,772
Provision for ongoing investigations and litigation including Foreign Exchange - 1,237
Operating expenses 16,348 18,536

Operating expenses decreased by 12% to £16,348m (2015: £18,536m) primarily due to lower PPI provisions and lower litigation provisions in
2016. This is partially offset by an increase in staff costs of £358m and other costs of £217m. Employees within the Group Service Company
reallocated from Barclays Bank PLC to Barclays PLC when the ownership of the Group Service Company was transferred in November 2016. Group
Service Company recharged costs to Barclays Bank PLC after the transfers, which are included in Other administration and general expenses.

For further details on staff costs please refer to Note 33.
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9 Profit/(loss) on disposal of subsidiaries, associates and joint ventures

During the year, the gain on disposal of subsidiaries, associates and joint ventures was £565m (2015: loss of £637m), principally relating to the sale
of Barclays Risk Analytics and Index Solutions, the disposal of the Southern European card business, private banking and wealth management
services conducted through Hong Kong and Singapore branches. These gains were partially offset with the IFRS5 charge on an impending disposal
of the French business. Please refer to Note 44 Non-current assets held for sale and associated liabilities for further details.

10 Tax

Accounting for income taxes

Barclays applies IAS 12 Income Taxes in accounting for taxes on income. Income tax payable on taxable profits (Current Tax) is recognised as an
expense in the period in which the profits arise. Withholding taxes are also treated as income taxes. Income tax recoverable on tax allowable losses
is recognised as a current tax asset only to the extent that it is regarded as recoverable by offset against taxable profits arising in the current or prior
period. Current tax is measured using tax rates and tax laws that have been enacted or substantively enacted at the balance sheet date.

Deferred tax is provided in full, using the liability method, on temporary differences arising from the differences between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial statements. Deferred tax is determined using tax rates and legislation enacted or
substantively enacted by the balance sheet date which are expected to apply when the deferred tax asset is realised or the deferred tax liability is
settled. Deferred tax assets and liabilities are only offset when there is both a legal right to set-off and an intention to settle on a net basis.

The Group considers an uncertain tax position to exist when it considers that ultimately, in the future, the amount of profit subject to tax may be
greater than the amount initially reflected in the Group’s tax returns. The Group accounts for provisions in respect of uncertain tax positions in two
different ways.

A current tax provision is recognised when it is considered probable that the outcome of a review by a tax authority of an uncertain tax position will
alter the amount of cash tax due to, or from, a tax authority in the future. From recognition, the current tax provision is then measured at the
amount the Group ultimately expects to pay the tax authority to resolve the position.

Deferred tax provisions are adjustments made to the carrying value of deferred tax assets in respect of uncertain tax positions. A deferred tax
provision is recognised when it is considered probable that the outcome of a review by a tax authority of an uncertain tax position will result in a
reduction in the carrying value of the deferred tax asset. From recognition of a provision, measurement of the underlying deferred tax asset is
adjusted to take into account the expected impact of resolving the uncertain tax position on the loss or temporary difference giving rise to the
deferred tax asset.

The approach taken to measurement takes account of whether the uncertain tax position is a discrete position that will be reviewed by the tax
authority in isolation from any other position, or one of a number of issues which are expected to be reviewed together concurrently and resolved
simultaneously with a tax authority. Barclays’ measurement of provisions is based upon its best estimate of the additional profit that will become
subject to tax. For a discrete position, consideration is given only to the merits of that position. Where a number of issues are expected to be
reviewed and resolved together, Barclays will take into account not only the merits of its position in respect of each particular issue but also the
overall level of provision relative to the aggregate of the uncertain tax positions across all the issues that are expected to be resolved at the same
time. In addition, in assessing provision levels, it is assumed that tax authorities will review uncertain tax positions and that all facts will be fully and
transparently disclosed.

2016 2015
£fm £m
Current tax charge/(credit)

Current year 1,147 1,772
Adjustment for prior years (359) (188)
788 1,584

Deferred tax charge/(credit)
Current year 392 (360)
Adjustment for prior years 65 78
457 (282)
Tax charge 1,245 1,302
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10 Tax continued

The table below shows the reconciliation between the actual tax charge and the tax charge that would result from applying the standard UK
corporation tax rate to the Group’s profit before tax.

2016 2016 2015 2015
£m % £m %

Profit before tax from continuing operations 4,383 1,914
Tax charge based on the standard UK corporation tax rate of 20% (2015: 20.25%) 877 20.0% 387 20.2%
Impact of profits/losses earned in territories with different statutory rates to the UK 415 9.5% 151 7.9%
(weighted average tax rate is 29.5% (2015: 28.1%))
Recurring items:
Non-creditable taxes including withholding taxes 277 6.3% 309 16.1%
Non-deductible expenses 114 2.6% 67 3.5%
Impact of UK bank levy being non-deductible 82 1.9% 96 5.0%
Banking surcharge on UK profits 75 1.7% -
Other items 49 1.1% (16) (0.8%)
Tax adjustments in respect of share based payments 34 0.8% 30 1.6%
Impact of change in tax rates 32 0.7% 158 8.3%
Adjustments in respect of prior years (294) (6.7%) (110) (5.7%)
Non-taxable gains and income (208) (4.7%) (197) (10.3%)
Changes in recognition of deferred tax and effect of unrecognised tax losses (178) (4.1%) (71) (3.7%)
Impact of BB PLC's overseas branches being taxed both locally and in the UK (128) (2.9%) (35) (1.8%)
Non-recurring items:
Non-deductible provisions for UK customer redress 203 4.6% 283 14.8%
Non-deductible impairments and losses on divestments 27 0.6% 39 2.0%
Non-deductible provisions for investigations and litigation 48 1.1% 261 13.6%
Non-taxable gains and income on divestments (180) (4.1%) (50) (2.6%)
Total tax charge 1,245 28.4% 1,302 68.0%

Factors driving the effective tax rate

The effective tax rate of 28.4% is higher than the UK corporation tax rate of 20% primarily due to profits earned outside the UK being taxed at
higher local statutory tax rates. In addition the effective tax rate is affected by provisions for UK customer redress being non-deductible for tax
purposes, non-creditable taxes, the introduction of a new surcharge of 8% that applies to banks’ UK profits and non-deductible expenses including
UK bank levy. These factors, which have each increased the effective tax rate, are partially offset by the impact of non-taxable gains and income,
including those arising from divestments, and reductions in expected liabilities in respect of a range of issues related to a number of prior years.

Relative to the prior year, the effective tax rate on profit before tax decreased to 28.4% (2015: 68.0%). This was principally a result of a lower level
of non-deductible provisions for investigations and litigation in 2016, as well as gains arising in 2016 on the divestment of businesses and assets, as
the Group has pursued its strategy to run-down Non-Core, that were taxed at low rates.

The Group’s future tax charge will be sensitive to the geographic mix of profits earned and the tax rates in force in the jurisdictions that we operate
in. In the UK, legislation to reduce the corporation tax rate to 19% from 1 April 2017 and to 17% from 1 April 2020 has been enacted. In the US,
proposed tax reform measures include a reduction in the US corporate income tax rate to as low as 15%. The US rate change is a proposal only at
this stage and developments are being closely monitored. In the long term, a reduction in the tax rate would enhance the returns generated by the
Group’s US business. However, if enacted, such a change would have a substantial up-front negative impact on the measurement of the Group’s
US deferred tax assets, although this would reverse over time and result in a lower effective tax rate as these assets are utilised.

Tax in other comprehensive income

Tax relating to each component of other comprehensive income on page 191 can be found in the consolidated statement of comprehensive
income which additionally includes within Other a tax credit of £49m (2015: £19m credit) relating to share based payments.
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10 Tax continued

Tax in respect of discontinued operation

Tax relating to the discontinued operation can be found in the Barclays Africa disposal group income statement (see Note 44). The tax charge of
£306m (2015: £301m) relates entirely to the profit from the ordinary activities of the discontinued operation.

Current tax assets and liabilities
Movements on current assets and liabilities were as follows:

The Group The Bank
2016 2015 2016 2015
£m £m £m £m
Assets 385 334 27 -
Liabilities (930) (1,023) (695) (395)
As at 1 January (545) (689) (668) (395)
Income statement from continuing operations (788) (1,584) (36) (550)
Tax in relation to BAGL disposal group - (301) - -
Other comprehensive income 295 145 260 105
Corporate income tax paid 742 1,643 219 225
Other movements 89 241 (20) (53)
(207) (545) (245) (668)
Assets 501 385 506 27
Liabilities (708) (930) (751) (695)
As at 31 December (207) (545) (245) (668)
Deferred tax assets and liabilities
The deferred tax amounts on the balance sheet were as follows:
The Group The Bank
2016 2015 2016 2015
£m £m £m £m
Intermediate Holding Company (IHC) - US tax group 2,207 2,049 - -
Barclays Bank PLC (US Branch) - US tax group 1,766 1,569 1,766 1,569
Barclays Bank PLC - UK tax group 469 411 272 227
Other 321 466 220 273
Deferred tax asset 4,763 4,495 2,258 2,069
Deferred tax liability (4) (100) (16) (6)
Net deferred tax 4,759 4,395 2,242 2,063

US deferred tax assets in the IHC and the US Branch

The deferred tax asset in the IHC of £2,207m (2015: £2,049m) includes £321m (2015: £503m) relating to tax losses and the deferred tax asset in
the US Branch of £1,766m (2015: £1,569m) includes £142m (2015: £244m) relating to tax losses. Under US tax rules, losses can be carried forward
and offset against profits for a period of 20 years. The losses first arose in 2011 in the IHC and 2008 in the US Branch and therefore any unused
amounts may begin to expire in 2031 and 2028 respectively. The remaining US deferred tax assets relate to temporary differences for which there
is no time limit on recovery. The deferred tax assets for the IHC tax loss and the US Branch loss are projected to be fully utilised by 2018.

The measurement of the US branch deferred tax assets takes into account both US and UK tax. This is because Barclays Bank PLC is subject to UK

tax on the profits of its overseas branches. The US branch deferred tax assets are valued at the difference between the US and UK tax rates.

UK tax group deferred tax asset

The deferred tax asset in the UK tax group of £469m (2015: £411m) relates entirely to temporary differences.
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Other deferred tax assets

The deferred tax asset of £321m (2015: £466m) in other entities within the Group includes £40m (2015: £155m) relating to tax losses carried
forward. These deferred tax assets relate to a number of different territories and their recognition is based on profit forecasts or local country law
which indicate that it is probable that the losses and temporary differences will be utilised.

Of the deferred tax asset of £321m (2015: £466m), an amount of £267m (2015: £106m) relates to entities which have suffered a loss in either the
current or prior year. This has been taken into account in reaching the above conclusion that these deferred tax assets will be fully recovered in the
future.

The table below shows movements on deferred tax assets and liabilities during the year. The amounts are different from those disclosed on the
balance sheet and in the preceding table as they are presented before offsetting asset and liability balances where there is a legal right to set-off
and an intention to settle on a net basis.

The Group Tax Share based

Fixed asset Available for Cash Retirement Loan losses payments and

timing sale flow benefit  impairment Other  carried deferred
differences investments  hedges obligations allowance provisions  forward compensation  Other Total
fm £m fm fm fm fm fm fm fm fm
Assets 2,008 28 5 95 157 261 902 623 1,511 5,590
Liabilities (194) (70)  (239) (144) - - - - (548) (1,195)
At 1 January 2016 1,814 (42) (234) (49) 157 261 902 623 963 4,395
Income statement (358) 9 - (8) 52 17 (522) 15 338 (457)
Other comprehensive income - 49 (61) 132 - - - 18 (8) 130
Other movements 224 26 (31) 16 (58) (27) 123 8 410 691
1,680 42 (326) 91 151 251 503 664 1,703 4,759
Assets 1,772 183 - 91 151 251 503 664 2,004 5,619
Liabilities (92) (141) (326) - - - - - (301) (860)
At 31 December 2016 1,680 42 (326) 91 151 251 503 664 1,703 4,759
Assets 1,542 18 5 321 176 233 1,315 729 951 5,290
Liabilities (555) (35)  (464) - - - - - (361) (1,415)
At 1 January 2015 987 (17)  (459) 321 176 233 1315 729 590 3,875
Income statement 779 (13) 1 (119) (14) 21 (540) (126) 293 282
Other comprehensive income - (14) 221 (261) - - 122 (10) (21) 37
Other movements 48 2 3 10 (5) 7 5 30 101 201
1,814 (42) (234) (49) 157 261 902 623 963 4,395
Assets 2,008 28 5 95 157 261 902 623 1,511 5,590
Liabilities (194) (70)  (239) (144) - - - - (548) (1,195)
At 31 December 2015 1,814 (42) (234) (49) 157 261 902 623 963 4,395
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The Bank Tax Share based

Fixed asset Available for Cash Retirement Loan losses payments and

timing sale flow benefit impairment Other carried deferred
differences investments  hedges obligations allowance provisions  forward compensation  Other Total
fm £fm £fm £fm fm fm fm fm fm fm
Assets 1,757 - 4 30 118 54 344 112 441 2,860
Liabilities (26) (42) (270) (144) - - - - (315) (797)
At 1)anuary 2016 1,731 (42) (266) (114) 118 54 344 112 126 2,063
Income statement (397) 3 - 4 - 6 (242) 33 298 (295)
Other comprehensive income - 64 (56) 144 - - - 3  (20) 135
Other movements 209 (1) - 4 9 10 38 2 68 339
1,543 24 (322) 38 127 70 140 150 472 2,242
Assets 1,543 156 4 38 127 70 140 150 666 2,894
Liabilities - (132)  (326) - - - - - (194)  (652)
At 31 December 2016 1,543 24 (322) 38 127 70 140 150 472 2,242
Assets 1,259 1 5 256 119 62 835 76 521 3,134
Liabilities (337) (7)  (456) - - - - - (268) (1,068)
At 1 January 2015 922 (6) (457) 256 119 62 835 76 253 2,066
Income statement 765 - - (113) - (7) (615) 37 91 158
Other comprehensive income - (37) 182 (260) - - 122 - (2) 5
Other movements 44 1 3 3 (1) (1) 2 (1) (216) (166)
1,731 (42)  (266) (114) 118 54 344 112 126 2,063
Assets 1,757 - 4 30 118 54 344 112 441 2,860
Liabilities (26) (42)  (270) (144) - - - - (315) (797)
At 31 December 2015 1,731 (42)  (266) (114) 118 54 344 112 126 2,063

Other movements include the impact of changes in foreign exchange rates as well as deferred tax amounts relating to acquisitions, disposals and
transfers to held for sale.

The amount of deferred tax liability expected to be settled after more than 12 months for the Group is £248m (2015: £675m) and for The Bank is
£220m (2015: £423m). The amount of deferred tax asset expected to be recovered after more than 12 months for the Group is £4,988m (2015:
£4,838m) and for The Bank is £2,719m (2015: £2,548m). These amounts are before offsetting asset and liability balances where there is a legal
right to set-off and an intention to settle on a net basis.

Unrecognised deferred tax

Tax losses and temporary differences

Deferred tax assets have not been recognised in respect of gross deductible temporary differences of £64m (2015: £51m) and gross tax losses of
£16,820m (2015: £13,456m). The increase in these losses in 2016 is largely a result of the weakening of sterling against the overseas currencies
these losses are denominated in. The tax losses include capital losses of £3,138m (2015: £3,838m) and unused tax credits of £514m (2015:
£452m). Of these tax losses, £394m (2015: £389m) expire within five years, £57m (2015: £13m) expire within six to ten years, £357m (2015:
£124m) expire within 11 to 20 years and £16,012m (2015: £12,930m) can be carried forward indefinitely. Deferred tax assets have not been
recognised in respect of these items because it is not probable that future taxable profits and gains will be available against which they can be
utilised.

For The Bank, deferred tax assets have not been recognised in respect of gross deductible temporary differences of £57m (2015: £44m ), gross tax
losses of £6,162m (2015: £5,799m) which includes capital losses of £2,543m (2015: £2,888m), and unused tax credits of £508m (2015: £447m).
Of these tax losses, £225m (2015: £199m) expire within 5 years, £28m (2015: £nil) expire within 6 to10 years, £313m (2015: £104m) expire within
11 to 20 years and £5,597m (2015: £5,496m) can be carried forward indefinitely. Deferred tax assets have not been recognised in respect of these
items because it is not probable that future taxable profits and gains will be available against which The Bank can utilise benefits.

Group investments in subsidiaries, branches and associates

Deferred tax is not recognised in respect of the value of Group's investments in subsidiaries, branches and associates where the Group is able to
control the timing of the reversal of the temporary differences and it is probable that such differences will not reverse in the foreseeable future. The
aggregate amount of these temporary differences for which deferred tax liabilities have not been recognised is £2bn (2015: £2bn).
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Critical accounting estimates and judgements

The Group does not consider there to be a significant risk of a material adjustment to the carrying amount of current and deferred tax balances
including provisions for uncertain tax positions in the next financial year. The provisions for uncertain tax positions cover a diverse range of issues
and reflect legal advice from external counsel where relevant. It should be noted that only a proportion of the total uncertain tax positions will be
under audit at any point in time, and could therefore be subject to challenge by a tax authority over the next year.

Deferred tax assets have been recognised based on business profit forecasts. Further detail on the recognition of deferred tax assets is provided in
the deferred tax assets and liabilities section of this tax note.

11 Dividends on ordinary shares
Ordinary dividends were paid to enable Barclays PLC to fund its dividend to shareholders.

The 2016 financial statements include £638m (2015: £876m) of dividends paid. This includes the final dividend declared in relation to the prior
year of £502m (2015: £476m) and interim dividends of £119m (2015: £400m), resulting in interim dividends of 5p (2015: 17p) per ordinary share
and a total dividend for the year of 27p (2015: 37p) per ordinary share paid during the year. There was a £18m dividend in specie paid to Barclays
PLC in respect of the distribution of the Group Service Company to Barclays Bank PLC.

Dividends paid on the 4.75% €100 preference shares amounted to £370.20 per share (2015: £339.67). Dividends paid on the 6.0% £100
preference shares amounted to £600.00 per share (2015: £600.00). Dividends paid on the 6.278% US$100 preference shares amounted to £467.05
per share (2015: £410.28). Dividends paid on the 6.625% US$0.25 preference shares amounted to £1.19 per share (2015: £1.09). Dividends paid
on the 7.1% US$0.25 preference shares amounted to £1.30 per share (2015: £1.17). Dividends paid on the 7.75% US$0.25 preference shares
amounted to £1.35 per share (2015: £1.28). Dividends paid on the 8.125% US$0.25 preference shares amounted to £1.49 per share (2015: £1.34).

Dividends paid on preference shares amounted to £339m (2015: £343m). Dividends paid on other equity instruments amounted to £462m (2015:
£346m). For further detail on other equity instruments, please refer to Note 30.
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The notes included in this section focus on assets and liabilities the Group holds and recognises at fair value. Fair
value refers to the price that would be received to sell an asset or the price that would be paid to transfer a liability
in an arms-length transaction with a willing counterparty, which may be an observable market price or, where
there is no quoted price for the instrument, may be an estimate based on available market data. Detail regarding
the Group’s approach to managing market risk can be found on pages 69 to 70.

12 Trading portfolio

Accounting for trading portfolio assets and liabilities
In accordance with IAS 39, all assets and liabilities held for trading purposes are held at fair value with gains and losses in the changes in fair value
taken to the income statement in net trading income (Note 5).

The Group The Bank

2016 2015 2016 2015

fm £m £m £m

Debt securities and other eligible bills 38,804 45,626 24,695 24,878
Equity securities 38,329 29,055 8,781 5,553
Traded loans 2,975 2,474 2,971 2,469
Commodities 147 243 80 157
Trading portfolio assets 80,255 77,398 36,527 33,057
Debt securities and other eligible bills (26,842) (24,985) (20,292) (17,661)
Equity securities (7,831) (8,982) (11,693) (5,906)
Commodities (14) - (14) -
Trading portfolio liabilities (34,687) (33,967) (31,999) (23,567)

13 Financial assets designated at fair value

Accounting for financial assets designated at fair value

In accordance with IAS 39, financial assets may be designated at fair value, with gains and losses taken to the income statement in net trading
income (Note 5) and net investment income (Note 6). The Group has the ability to make the fair value designation when holding the instruments at
fair value that reduces an accounting mismatch (caused by an offsetting liability or asset being held at fair value), or is managed by the Group on
the basis of its fair value, or includes terms that have substantive derivative characteristics (Note 14 Derivative financial instruments).

The details on how the fair value amounts are arrived for financial assets designated at fair value are described in Fair value of financial instruments
(Note 17).

The Group The Bank
2016 2015 2016 2015
fm fm £m £fm
Loans and advances 10,518 17,913 12,901 20,558
Debt securities 70 1,383 4,196 8,648
Equity securities 4,558 6,197 6 4
Reverse repurchase agreements 63,163 49,513 63,743 42,582
Customers' assets held under investment contracts 37 1,449 - -
Other financial assets 262 375 19 195
Financial assets designated at fair value 78,608 76,830 80,865 71,987
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13 Financial assets designated at fair value continued

Credit risk of loans and advances designated at fair value and related credit derivatives
The following table shows the maximum exposure to credit risk, the changes in fair value due to credit risk and the cumulative changes in fair value
since initial recognition together with the amount by which related credit derivatives mitigate this risk:

The Group The Bank
Cumulative
Changes in fair Cumulative changes Changes in fair changes in fair
Maximum exposure as value during the in fair value from  Maximum exposure value during value from
at 31 December year ended inception as at 31 December the year ended inception
2016 2015 2016 2015 2016 2015 2016 2015 2016 2015 2016 2015
£m £m £m £m £m £m £m £m £m fm £m fm
Loans and advances designated at fair value,
attributable to credit risk 10,518 17,913 (42) 69  (42) (629) 12,901 20,558 (42) 69 (42) (629)
Value mitigated by related credit derivatives 339 417  (2) 26 (13) 42 339 417 (2) 26 (13) 42

14 Derivative financial instruments

Accounting for derivatives

Derivative instruments are contracts whose value is derived from one or more underlying financial instruments or indices defined in the contract.
They include swaps, forward rate agreements, futures, options and combinations of these instruments and primarily affect the Group’s net interest
income, net trading income and derivative assets and liabilities. Notional amounts of the contracts are not recorded on the balance sheet.

The Group applies IAS 39. All derivative instruments are held at fair value through profit or loss. Derivatives are classified as assets when their fair
value is positive or as liabilities when their fair value is negative. This includes terms included in a contract or other financial asset or liability (the
host), which, had it been a stand-alone contract, would have had met the definition of a derivative. If these are separated from the host i.e. when
the economic characteristics of the embedded derivative are not closely related with those of the host contract and the combined instrument is not
measured at fair value through profit or loss then they are accounted for in the same way as derivatives.

Hedge accounting

The Group applies hedge accounting to represent, to the maximum possible extent permitted under accounting standards, the economic effects of
its interest and currency risk management strategies. Derivatives are used to hedge interest rate, exchange rate, commodity, and equity exposures
and exposures to certain indices such as house price indices and retail price indices related to non-trading positions. Where derivatives are held for
risk management purposes, and when transactions meet the required criteria for documentation and hedge effectiveness, the Group applies fair
value hedge accounting, cash flow hedge accounting, or hedging of a net investment in a foreign operation, as appropriate to the risks being
hedged.

Fair value hedge accounting

Changes in fair value of derivatives that qualify and are designated as fair value hedges are recorded in the income statement, together with
changes in the fair value of the hedged asset or liability that are attributable to the hedged risk. The fair value changes adjust the carrying value of
the hedged asset or liability held at amortised cost.

If hedge relationships no longer meet the criteria for hedge accounting, hedge accounting is discontinued. For fair value hedges of interest rate risk,
the fair value adjustment to the hedged item is amortised to the income statement over the period to maturity of the previously designated hedge
relationship using the effective interest method. If the hedged item is sold or repaid, the unamortised fair value adjustment is recognised
immediately in the income statement.

Cash flow hedge accounting

For qualifying cash flow hedges, the fair value gain or loss associated with the effective portion of the cash flow hedge is recognised initially in other
comprehensive income, and then recycled to the income statement in the periods when the hedged item will affect profit or loss. Any ineffective
portion of the gain or loss on the hedging instrument is recognised in the income statement immediately.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative gain or loss
existing in equity at that time remains in equity and is recognised when the hedged item is ultimately recognised in the income statement. When a
forecast transaction is no longer expected to occur, the cumulative gain or loss that was recognised in equity is immediately transferred to the
income statement.
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14 Derivative financial instruments continued

Hedges of net investments

The Group’s net investments in foreign operations, including monetary items accounted for as part of the net investment, are hedged for foreign
currency risks using both derivatives and foreign currency borrowings. Hedges of net investments are accounted for similarly to cash flow hedges;
the effective portion of the gain or loss on the hedging instrument is being recognised directly in other comprehensive income and the ineffective
portion being recognised immediately in the income statement. The cumulative gain or loss recognised in other comprehensive income is
recognised in the income statement on the disposal or partial disposal of the foreign operation, or other reductions in the Group’s investment in the

operation.

The Group’s total derivative asset and liability position as reported on the balance sheet is as follows:

The Group The Bank
Notional . Notional .
Fair value Fair value
contract contract
amount Assets Liabilities amount Assets Liabilities
£m fm £m fm £m fm

As at 31 December 2016
Total derivative assets/(liabilities) held for trading 36,261,030 345,834 (339,647) 25,923,851 326,809 (316,945)
Total derivative assets/(liabilities) held for risk management 261,314 986 (840) 246,817 393 (929)
Derivative assets/(liabilities) 36,522,344 346,820 (340,487) 26,170,668 327,202 (317,874)
As at 31 December 2015
Total derivative assets/(liabilities) held for trading 29,437,102 326,933  (323,788) 22,945,932 315,565  (309,742)
Total derivative assets/(liabilities) held for risk management 316,605 937 (464) 315,425 687 (283)
Derivative assets/(liabilities) 29,753,707 327,870 (324,252) 23,261,357 316,252 (310,025)

The fair value of derivative assets increased by 6% to £347bn. This was mainly in foreign exchange derivatives largely due to increase in trade
volumes and appreciation of all major currencies against GBP. Information on further netting of derivative financial instruments is included

within Note 18 Offsetting financial assets and financial liabilities.

Trading derivatives are managed in the Group’s market risk management policies, which are outlined on pages 69 and 70.

The Group’s exposure to credit risk arising from derivative contracts are outlined in the Credit risk section on page 85.
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14 Derivative financial instruments continued

The fair values and notional amounts of derivatives held for trading are set out in the following table:

Derivatives held for trading The Group The Bank

Notional Fair value Notional Fair value

contract contract

amount Assets Liabilities amount Assets Liabilities

£fm fm fm fm £m £m

As at 31 December 2016
Foreign exchange derivatives
Forward foreign exchange 2,308,922 32,442 (30,907) 2,307,703 32,383 (30,852)
Currency swaps 1,086,552 40,083 (40,164) 1,085,482 39,867 (40,034)
OTC options bought and sold 772,031 6,338 (6,762) 771,901 6,324 (6,762)
OTC derivatives 4,167,505 78,863 (77,833) 4,165,086 78,574 (77,648)
Foreign exchange derivatives cleared by central counterparty 43,478 366 (388) 43,478 366 (388)
Exchange traded futures and options — bought and sold 18,813 31 (27) 9,888 1
Foreign exchange derivatives 4,229,796 79,260 (78,248) 4,218,452 78,941 (78,036)
Interest rate derivatives
Interest rate swaps 4,799,994 153,838 (143,060) 2,559,724 143,635 (133,045)
Forward rate agreements 296,559 999 (968) 57,700 109 (61)
OTC options bought and sold 2,522,430 42,412 (43,373) 2,522,430 42,412 (43,373)
OTC derivatives 7,618,983 197,249 (187,401) 5,139,854 186,156  (176,479)
Interest rate derivatives cleared by central counterparty= 14,514,520 30,503 (31,528) 11,187,061 1,592 (2,048)
Exchange traded futures and options — bought and sold 7,952,733 397 (370) 1,355,743 14 (8)
Interest rate derivatives 30,086,236 228,149 (219,299) 17,682,658 187,762  (178,535)
Credit derivatives
OTC swaps 615,057 12,005 (10,513) 566,555 11,035 (9,945)
Credit derivatives cleared by central counterpartya 332,743 4,462 (4,572) 271,935 3,728 (3,617)
Credit derivatives 947,800 16,467 (15,085) 838,490 14,763 (13,562)
Equity and stock index derivatives
OTC options bought and sold 102,545 6,766 (8,837) 102,255 6,751 (8,914)
Equity swaps and forwards 105,120 2,253 (4,435) 104,575 2,226 (4,278)
OTC derivatives 207,665 9,019 (13,272) 206,830 8,977 (13,192)
Exchange traded futures and options — bought and sold 585,620 8,070 (8,600) 133,465 2,409 (2,658)
Equity and stock index derivatives 793,285 17,089  (21,872) 340,295 11,386  (15,850)
Commodity derivatives
OTC options bought and sold 14,053 395 (461) 14,012 394 (461)
Commodity swaps and forwards 16,086 1,528 (1,821) 16,086 1,528 (1,821)
OTC derivatives 30,139 1,923 (2,282) 30,098 1,922 (2,282)
Exchange traded futures and options — bought and sold 173,774 2,946 (2,861) 32,453 950 (896)
Commodity derivatives 203,913 4,869 (5,143) 62,551 2,872 (3,178)
Derivatives with subsidiaries - - - 2,781,405 31,085 (27,784)
Derivative assets/(liabilities) held for trading 36,261,030 345,834 (339,647) 25,923,851 326,809 (316,945)
Total OTC derivatives held for trading 12,639,349 299,059 (291,301) 10,108,423 286,664 (279,546)
Total derivatives cleared by central counterparty held for
trading 14,890,741 35,331 (36,488) 11,502,474 5,686 (6,053)
Total exchange traded derivatives held for trading 8,730,940 11,444 (11,858) 1,531,549 3,374 (3,562)
Derivatives with subsidiaries held for trading - - - 2,781,405 31,085 (27,784)
Derivative assets/(liabilities) held for trading 36,261,030 345,834 (339,647) 25,923,851 326,809 (316,945)

Note

a The Chicago Mercantile Exchange (CME) changed its rulebook with effective date 3 January 2017. Under the new rules, OTC positions cleared will be daily settled by cash
payments and not collateralised by these payments (known currently as variation margin). For reporting periods following the effective date, the fair value of derivatives will reflect
the settlement which will reduce the fair value of the recognised derivative assets and liabilities and there will be no separate cash collateral recognised for the daily ‘variation
margin’. As of 31 December 2016, the fair value of impacted derivatives assets was £20.4bn and derivative liabilities £21.5bn.
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14 Derivative financial instruments continued

Derivatives held for trading The Group The Bank

Notore _rai e Notore i

amount Assets Liabilities amount Assets Liabilities

fm fm fm fm £m £m

As at 31 December 2015
Foreign exchange derivatives
Forward foreign exchange 1,277,863 17,613 (19,433) 1,271,202 17,476 (19,202)
Currency swaps 1,006,640 30,703 (32,449) 988,045 29,823 (31,468)
OTC options bought and sold 924,832 6,436 (6,771) 922,244 6,354 (6,732)
OTC derivatives 3,209,335 54,752 (58,653) 3,181,491 53,653 (57,402)
Foreign exchange derivatives cleared by central counterparty 9,308 33 (44) 9,308 33 (44)
Exchange traded futures and options — bought and sold 6,071 13 (12) 1,022 - -
Foreign exchange derivatives 3,224,714 54,798 (58,709) 3,191,821 53,686 (57,446)
Interest rate derivatives
Interest rate swaps 4,600,472 159,040  (148,475) 3,249,682 152,105  (142,509)
Forward rate agreements 371,510 440 (390) 198,251 274 (213)
OTC options bought and sold 2,634,527 48,995  (49,001) 2,628,891 48,983  (48,987)
OTC derivatives 7,606,509 208,475 (197,866) 6,076,824 201,362 (191,709)
Interest rate derivatives cleared by central counterparty 11,407,745 21,871 (22,603) 8,687,749 1,335 (972)
Exchange traded futures and options— bought and sold 5,470,872 281 (263) 1,206,045 7 (17)
Interest rate derivatives 24,485,126 230,627 (220,732) 15,970,618 202,704  (192,698)
Credit derivatives
OTC swaps 671,389 14,248 (12,693) 636,005 13,335 (12,339)
Credit derivatives cleared by central counterparty 277,257 4,094 (3,931) 234,816 3,735 (3,422)
Credit derivatives 948,646 18,342 (16,624) 870,821 17,070 (15,761)
Equity and stock index derivatives
OTC options bought and sold 53,645 5,507 (7,746) 52,181 5,431 (7,785)
Equity swaps and forwards 98,264 1,794 (3,855) 90,241 1,590 (2,845)
OTC derivatives 151,909 7,301 (11,601) 142,422 7,021 (10,630)
Exchange traded futures and options— bought and sold 429,592 6,498 (6,851) 95,995 1,501 (1,966)
Equity and stock index derivatives 581,501 13,799  (18,452) 238,417 8522  (12,596)
Commodity derivatives
OTC options bought and sold 21,959 1,402 (1,408) 21,897 1,400 (1,408)
Commodity swaps and forwards 29,161 3,645 (3,397) 28,992 3,641 (3,395)
OTC derivatives 51,120 5,047 (4,805) 50,889 5,041 (4,803)
Exchange traded futures and options — bought and sold 145,995 4,320 (4,466) 21,961 1,891 (1,940)
Commodity derivatives 197,115 9,367 (9,271) 72,850 6,932 (6,743)
Derivatives with subsidiaries - - - 2,601,405 26,651 (24,498)
Derivative assets/(liabilities) held for trading 29,437,102 326,933  (323,788) 22,945,932 315,565  (309,742)
Total OTC derivatives held for trading 11,690,262 289,823  (285,618) 10,087,631 280,412 (276,883)
Total derivatives cleared by central counterparty held for
trading 11,694,310 25,998 (26,578) 8,931,873 5,103 (4,438)
Total exchange traded derivatives held for trading 6,052,530 11,112 (11,592) 1,325,023 3,399 (3,923)
Derivatives with subsidiaries held for trading - - - 2,601,405 26,651 (24,498)
Derivative assets/(liabilities) held for trading 29,437,102 326,933  (323,788) 22,945,932 315,565  (309,742)
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14 Derivative financial instruments continued

The fair values and notional amounts of derivative instruments held for risk management are set out in the following table:

Derivatives held for risk management The Group The Bank

Notional Fair value Notional Fair value

contract contract

amount Assets Liabilities amount Assets Liabilities

£fm fm fm fm £m £m

As at 31 December 2016
Derivatives designated as cash flow hedges
Currency swaps 1,357 453 - - - -
Interest rate swaps 5,877 138 (6) 2,377 41 (6)
Forward foreign exchange - - - - - -
Interest rate derivatives cleared by central counterparty 107,524 62 (27) 96,480 - -
Derivatives designated as cash flow hedges 114,758 653 (33) 98,857 41 (6)
Derivatives designated as fair value hedges
Interest rate swaps 10,724 301 (742) 10,724 301 (742)
Forward foreign exchange 63 - (1) 63 - (1)
Interest rate derivatives cleared by central counterparty 129,683 - - 129,683 - -
Derivatives designated as fair value hedges 140,470 301 (743) 140,470 301 (743)
Derivatives designated as hedges of net investments
Forward foreign exchange 6,086 32 (64) 6,086 32 (64)
Derivatives designated as hedges of net investment 6,086 32 (64) 6,086 32 (64)
Derivatives with subsidiaries - - - 1,404 19 (116)
Derivative assets/(liabilities) held for risk management 261,314 986 (840) 246,817 393 (929)
Total OTC derivatives held for risk management 24,107 924 (813) 19,250 374 (813)
Total derivatives cleared by central counterparty held for risk
management 237,207 62 (27) 226,163 - -
Derivatives with subsidiaries held for risk management - - - 1,404 19 (116)
Derivative assets/(liabilities) held for risk management 261,314 986 (840) 246,817 393 (929)
As at 31 December 2015
Derivatives designated as cash flow hedges
Currency swaps 1,357 133 - - - -
Interest rate swaps 14,198 162 (115) 5,290 82 (7)
Forward foreign exchange 759 5 - 759 5 -
Interest rate derivatives cleared by central counterparty 147,072 - - 147,072 - -
Derivatives designated as cash flow hedges 163,386 300 (115) 153,121 87 (7)
Derivatives designated as fair value hedges
Interest rate swaps 13,798 637 (264) 12,049 554 (191)
Forward foreign exchange 2,527 - (32) 2,527 - (32)
Interest rate derivatives cleared by central counterparty 134,939 - - 134,939 - -
Derivatives designated as fair value hedges 151,264 637 (296) 149,515 554 (223)
Derivatives designated as hedges of net investments
Forward foreign exchange 1,955 - (53) 1,955 - (53)
Derivatives designated as hedges of net investment 1,955 - (53) 1,955 - (53)
Derivatives with subsidiaries - - - 10,834 46 -
Derivative assets/(liabilities) held for risk management 316,605 937 (464) 315,425 687 (283)
Total OTC derivatives held for risk management 34,594 937 (464) 22,580 641 (283)
Total derivatives cleared by central counterparty held for risk
management 282,011 - - 282,011 - -
Derivatives with subsidiaries held for risk management - - - 10,834 46 -
Derivative assets/(liabilities) held for risk management 316,605 937 (464) 315,425 687 (283)
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14 Derivative financial instruments continued

The Group has hedged the following forecast cash flows, which primarily vary with interest rates. These cash flows are expected to impact the

income statement in the following periods, excluding any hedge adjustments that may be applied

Up to one One Two Three to four Four More than
Total year totwo years  tothree years years to five years five years
£fm fm £fm fm fm £m fm
2016
The Group
Forecast receivable cash flows 2,081 316 376 408 363 327 291
Forecast payable cash flows 52 15 16 7 6 5 3
The Bank
Forecast receivable cash flows 2,041 294 364 402 362 328 291
Forecast payable cash flows 8 - 8 - - - -
2015
The Group
Forecast receivable cash flows 2,818 360 562 613 560 379 344
Forecast payable cash flows 872 769 35 31 22 11 4
The Bank
Forecast receivable cash flows 2,809 351 562 613 560 379 344
Forecast payable cash flows 764 764 - - - - -

The maximum length of time over which Barclays Bank hedges exposure to the variability in future cash flows for forecast transactions, excluding

those forecast transactions related to the payment of variable interest on existing financial instruments is 7 years (2015: 10 years).

Amounts recognised in net interest income The Group The Bank
fm £m
Year ended 31 December 2016
Gains on the hedged items attributable to the hedged risk 1,787 1,787
Losses on the hedging instruments (1,741) (1,741)
Fair value ineffectiveness 46 46
Cash flow hedging ineffectiveness 28 28
Net investment hedging ineffectiveness (3) (3)
Year ended 31 December 2015
Gains on the hedged items attributable to the hedged risk 552 549
Losses on the hedging instruments (485) (493)
Fair value ineffectiveness 67 56
Cash flow hedging ineffectiveness 16 24
Net investment hedging ineffectiveness (2) (2)

All gains and losses on hedging derivatives relating to forecast transactions which are no longer expected to occur have been recycled to the

income statement.

Gains and losses transferred from the cash flow hedging reserve for The Group to the income statement included a £17m gain (2015: £36m gain)
transferred to interest income; a £557m gain (2015: £275m gain) to interest expense; nil (2015: £4m loss) to net trading income; a £17m gain
(2015: £17m gain) to administration and general expenses; and a £75m loss (2015: £69m loss) to taxation; and for The Bank to the income
statement included nil (2015: nil) transferred to interest income; a £557m gain (2015: £270m gain) to interest expense; nil (2015: £2m gain) to net

trading income; a £17m gain (2015: £17m gain) to administration and general expenses; and nil (2015: nil) to taxation.
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15 Financial investments

Accounting for financial investments

Available for sale financial assets are held at fair value with gains and losses being included in other comprehensive income. The Group uses this
classification for assets that are not derivatives and are not held for trading purposes or otherwise designated at fair value through profit or loss, or
at amortised cost. Dividends and interest (calculated using the effective interest method) are recognised in the income statement in net interest
income (Note 3) or, net investment income (Note 6). On disposal, the cumulative gain or loss recognised in other comprehensive income is also
included in net investment income.

Held to maturity assets are held at amortised cost. The Group uses this classification when there is an intent and ability to hold the asset to
maturity. Interest on the investments are recognised in the income statement within Net interest income (Note 3).

The Group The Bank
2016 2015 2016 2015
fm fm £m £m
Available for sale debt securities and other eligible bills 57,704 89,278 56,144 82,968
Available for sale equity securities 485 1,026 279 640
Held to maturity debt securities 5,176 - 5,176 -
Financial investments 63,365 90,304 61,599 83,608

In June 2016 UK Gilts previously classified as available for sale investments, were reclassified to held to maturity in order to reflect the intention with
these assets. Any previous fair value gain or loss on the asset that has been accumulated within the available for sale reserve (Note 31) is amortised
to profit or loss over the remaining life of the financial asset using the effective interest method.

16 Financial liabilities designated at fair value

Accounting for liabilities designated at fair value through profit and loss

In accordance with IAS 39, financial liabilities may be designated at fair value, with gains and losses taken to the income statement within net
trading income (Note 5) and net investment income (Note 6). The Group has the ability to make the fair value designation when holding the
instruments at fair value it reduces an accounting mismatch (caused by an offsetting liability or asset being held at fair value), or is managed by the
Group on the basis of its fair value, or includes terms that have substantive derivative characteristics (Note 14 Derivative financial instruments).

The details on how the fair value amounts are arrived for financial liabilities designated at fair value are described in Fair value of financial
instruments (Note 17).

The Group The Bank The Group The Bank
2016 2016 2015 2015

Contractual Contractual Contractual Contractual
amount due amount due amount due amount due
Fair Value on maturity Fair Value on maturity Fair Value on maturity Fair Value on maturity
£m £m £m £m £m £m £m fm
Debt securities 34,985 37,034 36,347 38,501 33,177 36,097 39,137 42,535
Deposits 5,269 5303 5,228 5,261 6,029 6,324 5,603 5,906
Liabilities to customers under investment contracts 37 - - - 1,633 - - -
Repurchase agreements at fair value 55,710 55,760 59,755 59,803 50,838 50,873 45,458 45,498
Other financial liabilities 31 31 - - 68 68 - -
Financial liabilities designated at fair value 96,032 98,128 101,330 103,565 91,745 93,362 90,198 93,939

The cumulative own credit loss recognised is £239m (2015: £226m).
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17 Fair value of financial instruments

Accounting for financial assets and liabilities — fair values

The Group applies IAS 39. All financial instruments are initially recognised at fair value on the date of initial recognition and, depending on the
classification of the asset or liability, may continue to be held at fair value either through profit or loss or other comprehensive income. The fair
value of a financial instrument is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

Wherever possible, fair value is determined by reference to a quoted market price for that instrument. For many of the Group’s financial assets and
liabilities, especially derivatives, quoted prices are not available and valuation models are used to estimate fair value. The models calculate the
expected cash flows under the terms of each specific contract and then discount these values back to a present value. These models use as their
basis independently sourced market parameters including, for example, interest rate yield curves, equities and commodities prices, option
volatilities and currency rates.

For financial liabilities measured at fair value, the carrying amount reflects the effect on fair value of changes in own credit spreads calibrated to
observable market data such as in primary issuance and redemption activity for structured notes. Own credit spreads for instruments issued out of
Barclays Bank PLC were previously derived from Barclays Bank PLC issued vanilla debt in the secondary market but, due to extensive bond buy-
back programmes, observations of Barclays Bank PLC secondary market bond prices have significantly decreased and no longer provide a reliable
estimation for the fair value measurement.

On initial recognition, it is presumed that the transaction price is the fair value unless there is observable information available in an active market
to the contrary. The best evidence of an instrument’s fair value on initial recognition is typically the transaction price. However, if fair value can be
evidenced by comparison with other observable current market transactions in the same instrument, or is based on a valuation technique whose
inputs include only data from observable markets, then the instrument should be recognised at the fair value derived from such observable
market data.

For valuations that have made use of unobservable inputs, the difference between the model valuation and the initial transaction price (‘Day One
profit’) is recognised in profit or loss either: on a straight-line basis over the term of the transaction; or over the period until all model inputs will
become observable where appropriate; or released in full when previously unobservable inputs become observable.

Various factors influence the availability of observable inputs and these may vary from product to product and change over time. Factors include
the depth of activity in the relevant market, the type of product, whether the product is new and not widely traded in the marketplace, the
maturity of market modelling and the nature of the transaction (bespoke or generic). To the extent that valuation is based on models or inputs
that are not observable in the market, the determination of fair value can be more subjective, depending on the significance of the unobservable
input to the overall valuation. Unobservable inputs are determined based on the best information available, for example by reference to similar
assets, similar maturities or other analytical techniques.

The sensitivity of valuations used in the financial statements to possible changes in significant unobservable inputs is shown on page 236.

Critical accounting estimates and judgements

The valuation of financial instruments often involves a significant degree of judgement and complexity, in particular where valuation models
make use of unobservable inputs (‘Level 3’ assets and liabilities). This note provides information on these instruments, including the related
unrealised gains and losses recognised in the period, a description of significant valuation techniques and unobservable inputs, and a sensitivity
analysis.

Valuation
IFRS 13 Fair Value Measurement requires an entity to classify its assets and liabilities according to a hierarchy that reflects the observability of
significant market inputs. The three levels of the fair value hierarchy are defined below.

Quoted market prices — Level 1

Assets and liabilities are classified as Level 1 if their value is observable in an active market. Such instruments are valued by reference to unadjusted
quoted prices for identical assets or liabilities in active markets where the quoted price is readily available, and the price represents actual and
regularly occurring market transactions. An active market is one in which transactions occur with sufficient volume and frequency to provide
pricing information on an ongoing basis.

Valuation technique using observable inputs — Level 2

Assets and liabilities classified as Level 2 have been valued using models whose inputs are observable either directly or indirectly. Valuations based
on observable inputs include assets and liabilities such as swaps and forwards which are valued using market standard pricing techniques, and
options that are commonly traded in markets where all the inputs to the market standard pricing models are observable.

Valuation technique using significant unobservable inputs — Level 3

Assets and liabilities are classified as Level 3 if their valuation incorporates significant inputs that are not based on observable market data
(unobservable inputs). A valuation input is considered observable if it can be directly observed from transactions in an active market, or if there is
compelling external evidence demonstrating an executable exit price. Unobservable input levels are generally determined via reference to
observable inputs, historical observations or using other analytical techniques.
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17 Fair value of financial instruments continued

The following tables show The Group’s assets and liabilities that are held at fair value disaggregated by valuation technique (fair value hierarchy)

and balance sheet classification:

Assets and liabilities held at fair value

Valuation technique using

Quoted Significant

market Observable unobservable

prices inputs inputs
(Level 1) (Level 2) (Level 3) Total
The Group £m £m £m £m

As at 31 December 2016
Trading portfolio assets 41,550 36,640 2,065 80,255
Financial assets designated at fair value 4,031 64,630 9,947 78,608
Derivative financial assets 5,261 333,013 8,546 346,820
Available for sale investments 21,218 36,599 372 58,189
Investment property - - 81 81
Assets included in disposal groups classified as held for sale? 6,754 8,511 6,009 21,274
Total assets 78,814 479,393 27,020 585,227
Trading portfolio liabilities (20,205) (14,475) (7) (34,687)
Financial liabilities designated at fair value (70) (95,122) (840) (96,032)
Derivative financial liabilities (5,051) (328,265) (7,171) (340,487)
Liabilities included in disposal groups classified as held for sale? (397) (5,224) (6,201) (11,822)
Total liabilities (25,723) (443,086) (14,219) (483,028)
As at 31 December 2015

Trading portfolio assets 36,676 35,775 4,947 77,398
Financial assets designated at fair value 6,163 52,909 17,758 76,830
Derivative financial assets 6,342 316,110 5,418 327,870
Available for sale investments 42,552 46,730 1,022 90,304
Investment property - - 140 140
Assets included in disposal groups classified as held for sale? 26 8 7,330 7,364
Total assets 91,759 451,532 36,615 579,906
Trading portfolio liabilities (23,978) (9,989) - (33,967)
Financial liabilities designated at fair value (240) (90,203) (1,302) (91,745)
Derivative financial liabilities (5,450) (314,033) (4,769) (324,252)
Liabilities included in disposal groups classified as held for sale? (1,024) (802) (4,171) (5,997)
Total liabilities (30,692) (415,027) (10,242) (455,961)

Note

a Disposal groups held for sale and measured at fair value less cost to sell are included in the fair value table. For disposal groups measured at carrying amount, the underlying
financial assets and liabilities measured at fair value are included in the fair value disclosures on pages 224 to 241 and items measured at amortised cost items are included on
page 242. Non financial assets (£6.6bn) and liabilities (£1.7bn) within disposal groups measured at carrying amount are excluded from these disclosures.
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17 Fair value of financial instruments continued
The following tables show The Bank’s assets and liabilities that are held at fair value disaggregated by valuation technique (fair value hierarchy) and
balance sheet classification:

Assets and liabilities held at fair value Valuation technique using
Quoted Significant
market Observable unobservable
prices inputs inputs
(Level 1) (Level 2) (Level 3) Total
The Bank £m £m £m £m
As at 31 December 2016
Trading portfolio assets 13,029 21,495 2,003 36,527
Financial assets designated at fair value 22 71,708 9,135 80,865
Derivative financial assets 868 317,793 8,541 327,202
Available for sale investments 21,110 35,063 250 56,423
Investment property - - 16 16
Assets included in disposal groups classified as held for sale - - 3,453 3,453
Total assets 35,029 446,059 23,398 504,486
Trading portfolio liabilities (21,024) (10,975) - (31,999)
Financial liabilities designated at fair value - (100,863) (467) (101,330)
Derivative financial liabilities (822) (309,737) (7,315) (317,874)
Liabilities included in disposal groups classified as held for sale - - (2,135) (2,135)
Total liabilities (21,846) (421,575) (9,917) (453,338)

As at 31 December 2015

Trading portfolio assets 10,825 17,290 4,942 33,057
Financial assets designated at fair value 406 54,800 16,781 71,987
Derivative financial assets 1,856 309,284 5112 316,252
Available for sale investments 39,463 43,576 569 83,608
Investment property - - 13 13
Assets included in disposal groups classified as held for sale 24 7 5,149 5,180
Total assets 52,574 424,957 32,566 510,097
Trading portfolio liabilities (16,455) (7,112) - (23,567)
Financial liabilities designated at fair value (126) (89,364) (708) (90,198)
Derivative financial liabilities (1,910) (303,238) (4,877) (310,025)
Liabilities included in disposal groups classified as held for sale (1,024) (802) (2,277) (4,103)
Total liabilities (19,515) (400,516) (7,862) (427,893)
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17 Fair value of financial instruments continued

The following tables show The Group’s assets and liabilities that are held at fair value disaggregated by valuation technique (fair value hierarchy)

and product type.

The equivalent table below for The Bank has not been included because The Bank's product disaggregation by the fair value hierarchy is
substantively explained by The Group’s analysis. The main differences arise across Levels 1 and 2 due to Equity cash products, Government and
government sponsored debt, Interest rate derivatives and Reverse repurchase and repurchase agreements which sit outside The Bank. In

connection with Level 3 the major difference is the disposal group, BAGL, which sits outside The Bank.

Assets and liabilities held at fair value by product type

Assets Liabilities
Valuation technique using Valuation technique using

Quoted Observable Significant Quoted Observable Significant
The Group £m £m £m £m £m £m
As at 31 December 2016
Interest rate derivatives - 222,892 5,759 - (215,213) (4,860)
Foreign exchange derivatives - 79,612 132 - (78,263) (51)
Credit derivatives - 14,856 1,611 - (14,844) (241)
Equity derivatives 4,210 11,842 1,037 (4,058) (15,808) (2,007)
Commodity derivatives 1,052 3,809 8 (991) (4,138) (13)
Government and government sponsored debt 31,203 49,913 3 (12,761) (11,455) -
Corporate debt 46 11,921 969 (27) (1,907) (5)
Certificates of deposit, commercial paper and = 978 o o (6,936) (319)
Reverse repurchase and repurchase agreements - 63,162 - - (55,710) -
Non asset backed loans - 2,888 8,767 - - -
Asset backed securities - 1,956 515 - (256) -
Commercial real estate loans - - 442 - - -
Issued debt - - - - (31,973) (298)
Equity cash products 35,399 6,478 150 (7,416) (934) (2)
Funds and fund linked products 53 137 273 - (170) (37)
Private equity investments 23 110 856 - (18) (12)
Assets and liabilities held for sale 6,754 8,511 6,009 (397) (5,224) (6,201)
Othera 74 328 489 (73) (237) (173)
Total 78,814 479,393 27,020 (25,723) (443,086)  (14,219)
As at 31 December 2015
Interest rate derivatives - 228,751 2,675 - (218,864) (2,247)
Foreign exchange derivatives 2 54,839 95 (4) (58,594) (196)
Credit derivatives - 16,441 1,902 - (16,405) (219)
Equity derivatives 3,830 9,279 690 (2,870) (14,037) (1,545)
Commodity derivatives 2,510 6,801 56 (2,576) (6,133) (562)
Government and government sponsored debt 55,150 53,053 419 (15,036) (5,474) (1)
Corporate debt 352 11,598 2,895 (234) (4,558) (15)
Certificates of deposit, commercial paper and 82 503 - (5) (6,955) (382)
Reverse repurchase and repurchase agreements - 49,513 - - (50,838) -
Non asset backed loans - 1,931 16,828 - - -
Asset backed securities - 12,009 770 - (384) (37)
Commercial real estate loans - - 551 - - -
Issued debt - - - - (29,695) (546)
Equity cash products 29,704 4,038 171 (8,943) (221) -
Funds and fund linked products - 1,649 378 - (1,601) (148)
Private equity investments 7 283 1,388 - - -
Assets and liabilities held for sale 26 8 7,330 (1,024) (802) (4,171)
Othera 96 836 467 - (466) (173)
Total 91,759 451,532 36,615 (30,692) (415,027) (10,242)
Note

a Other includes asset backed loans, physical commodities and investment property.
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Valuation techniques and sensitivity analysis

Sensitivity analysis is performed on products with significant unobservable inputs (Level 3) to generate a range of reasonably possible alternative
valuations. The sensitivity methodologies applied take account of the nature of the valuation techniques used, as well as the availability and
reliability of observable proxy and historical data and the impact of using alternative models.

Sensitivities are dynamically calculated on a monthly basis. The calculation is based on range or spread data of a reliable reference source or a
scenario based on relevant market analysis alongside the impact of using alternative models. Sensitivities are calculated without reflecting the
impact of any diversification in the portfolio.

The valuation techniques used for the material products within Levels 2 and 3, and observability and sensitivity analysis for products within Level 3,
are described below.

Interest rate derivatives
Description: These are derivatives linked to interest rates or inflation indices. This category includes futures, interest rate and inflation swaps,
swaptions, caps, floors, inflation options, balance guaranteed swaps and other exotic interest rate derivatives.

Valuation: Interest rate derivative cash flows are valued using interest rate yield curves whereby market data is used to construct the term structure
of forward rates. This is then used to project and discount future cash flows based on the parameters of the trade. Instruments with optionality are
valued using volatilities implied from market inputs. Exotic interest rate derivatives are valued using industry standard and bespoke models based
on observable and unobservable market parameter inputs. Input parameters include interest rates, volatilities, correlations and others as
appropriate. Inflation forward curves and interest rate yield curves may be extrapolated beyond observable tenors.

Balance guaranteed swaps are valued using cash flow models that calculate fair value based on loss projections, prepayment, recovery and
discount rates. These parameters are determined by reference to underlying asset performance.

Observability: In general, input parameters are deemed observable up to liquid maturities which are determined separately for each parameter and
underlier. Certain correlation, convexity, long dated forwards and volatility exposures are unobservable beyond liquid maturities. Unobservable
market data and model inputs are set by referencing liquid market instruments and applying extrapolation techniques or inferred via another
reasonable method.

Level 3 sensitivity: Sensitivity relating to unobservable valuation inputs is based on the dispersion of consensus data services where available,
otherwise stress scenarios or historic data are used.

Foreign exchange derivatives
Description: These are derivatives linked to the foreign exchange (FX) market. This category includes FX forward contracts, FX swaps and FX
options. The vast majority are traded as over the counter (OTC) derivatives.

Valuation: Exotic and non-exotic derivatives are valued using industry standard and bespoke models. Input parameters include FX rates, interest
rates, FX volatilities, interest rate volatilities, FX interest rate correlations and others as appropriate. Unobservable model inputs are set by
referencing liquid market instruments and applying extrapolation techniques to match the appropriate risk profile.

Observability: Certain correlations, long dated forwards and volatilities are unobservable beyond liquid maturities.
Level 3 sensitivity: Sensitivity relating to unobservable valuation inputs is primarily based on the dispersion of consensus data services.

Credit derivatives

Description: These are derivatives linked to the credit spread of a referenced entity, index or basket of referenced entities or a pool of referenced
assets via securitisation. This category includes single name and index credit default swaps (CDS), asset backed CDS, synthetic CDOs and Nth-to-
default basket swaps.

Valuation: CDS are valued using a market standard model that incorporates the credit curve as its principal input. Credit spreads are observed
directly from broker data, third-party vendors or priced to proxies. Where credit spreads are unobservable, they are determined with reference to
recent transactions or proxied from bond spreads on observable trades of the same issuer or other similar entities. Synthetic CDOs are valued using
a model that calculates fair value based on credit spreads, recovery rates, correlations and interest rates, and is calibrated to the index tranche
market.

Observability: CDS contracts referencing entities that are not actively traded are considered unobservable. The correlation input to synthetic CDO
valuation is considered unobservable as it is proxied from the observable index tranche market. Where an asset backed credit derivative does not
have an observable market price and the valuation is determined using a model, an instrument is considered unobservable.

Level 3 sensitivity: The sensitivity of valuations of the illiquid CDS portfolio is determined by applying a shift to each spread curve. The shift is based

on the average range of pricing observed in the market for similar CDS. Synthetic CDO sensitivity is calculated using correlation levels derived from
the range of contributors to a consensus bespoke service.
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Equity derivatives

Description: These are derivatives linked to equity indices and single names. This category includes exchange traded and OTC equity derivatives
including vanilla and exotic options.

Valuation: The valuations of OTC equity derivatives are determined using industry standard models. Input parameters include stock prices,
dividends, volatilities, interest rates, equity repo curves and for correlations, in the case of multi-asset products,. Unobservable model inputs are
determined by reference to liquid market instruments and applying extrapolation techniques to match the appropriate risk profile.

Observability: In general, input parameters are deemed observable up to liquid maturities which are determined separately for each parameter and
underlying.

Level 3 sensitivity: Sensitivity is estimated based on the dispersion of consensus data services either directly or through proxies.

Commodity derivatives
Description: These products are exchange traded and OTC derivatives based on underlying commodities such as metals, crude oil,refined products,
agricultural, power and natural gas.

Valuation: The valuations of commodity swaps and options are determined using models incorporating discounting of cash flows and other
industry standard modelling techniques. Valuation inputs include forward curves, volatilities implied from market observable inputs and
correlations. Unobservable inputs are set with reference to similar observable products or by applying extrapolation techniques from the observable
market.

Observability: Certain correlations, forward curves and volatilities for longer dated exposures are unobservable.

Level 3 sensitivity: Sensitivity is determined primarily by measuring historical variability over two years. Where historical data is unavailable or
uncertainty is due to volumetric risk, sensitivity is measured by applying appropriate stress scenarios or by using proxy bid-offer spread levels.

Complex derivative instruments

Valuation estimates made by counterparties with respect to complex derivative instruments, for the purpose of determining the amount of
collateral to be posted, often differ, sometimes significantly, from Barclays’ own estimates. In almost all cases, Barclays has been able to
successfully resolve such differences or otherwise reach an accommodation with respect to collateral posting levels, including in certain cases by
entering into compromise collateral arrangements. Due to the ongoing nature of collateral calls, Barclays will often be engaged in discussion with
one or more counterparties in respect of such differences at any given time. Valuation estimates made by counterparties for collateral purposes are
considered, like any other third-party valuation, when determining Barclays’ fair value estimates.

Government and government sponsored debt
Description: These are government bonds, supra sovereign bonds and agency bonds.

Valuation: Liquid government bonds actively traded through an exchange or clearing house are marked to the closing levels observed in these
markets. Less liquid bonds are valued using observable market prices which are sourced from broker quotes, inter-dealer prices or other reliable
pricing services. Where there are no observable market prices, fair value is determined by reference to yields on other bonds from the same issuer.
Observability: Where an observable market price is not available the bond is considered Level 3.

Level 3 sensitivity: Sensitivity is calculated by using the range of observable proxy prices.

Corporate debt
Description: This primarily contains corporate bonds.

Valuation: Corporate bonds are valued using observable market prices which are sourced from broker quotes, inter-dealer prices or other reliable
pricing services. Where there are no observable market prices, fair value is determined by reference to either issuances or CDS spreads of the same
issuer as proxy inputs to obtain discounted cash flow amounts. In the absence of observable bond or CDS spreads for the respective issuer, similar
reference assets or sector averages are applied as a proxy (the appropriateness of proxies being assessed based on issuer, coupon, maturity and
industry).

Observability: Where an observable market price is not available the security is considered Level 3.

Level 3 sensitivity: The sensitivity of the corporate bonds portfolio is determined by applying a shift to each underlying position driven by average
ranges of external levels observed in the market for similar bonds.

Certificates of Deposit, Commercial Paper and other money market instruments
Description: These are certificates of deposit, commercial paper and other money market instruments.

Valuation: Certificates of deposit and commercial paper are valued using observable market prices which are sourced from broker quotes inter-
dealer prices or other reliable pricing services. Where there are no observable market prices, fair value is determined by reference to either
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issuances or CDS spreads of the same issuer as proxy inputs to obtain discounted cash flow amounts. In the absence of observable bond or CDS
spreads for the respective issuer, similar reference assets or sector averages are applied as a proxy (the appropriateness of proxies being assessed
based on issuer, coupon, maturity and industry).

Observability: Where an observable market price is not available the instrument is considered Level 3.
Level 3 sensitivity: Sensitivity is calculated by using the range of observable proxy prices.

Reverse repurchase and repurchase agreements
Description: These include securities purchased under resale agreements, securities sold under repurchase agreements, and other similar secured
lending agreements.

Valuation: Reverse repurchase and repurchase agreements are valued by discounting the expected future cash flows. The inputs to the valuation
include interest rates and repo rates, which are determined based on the specific parameters of the transaction.

Observability: In general, input parameters are deemed observable up to liquid maturities, as determined based on the specific parameters of the
transaction. Unobservable market data and model inputs are set by referencing liquid market instruments and applying extrapolation techniques or
inferred via another reasonable method.

Level 3 sensitivity: Sensitivity relating to unobservable valuation inputs is based on the dispersion of consensus data services where available,
otherwise stress scenarios or historic data are used. In general, the sensitivity of unobservable inputs is insignificant to the overall balance sheet
valuation given the predominantly short term nature of the agreements.

Non-asset backed loans
Description: This category is largely made up of fixed rate loans, primarily as the ESHLA portfolio, which are valued using models that discount
expected future cash flows.

Valuation: Fixed rate loans are valued using models that calculate fair value based on observable interest rates and unobservable loan
spreads. Unobservable loan spreads incorporate funding costs, the level of comparable assets such as gilts, issuer credit quality and other
factors.

Observability: Within this population, the unobservable input is the loan spread.
Level 3 sensitivity: The sensitivity of fixed rate loans is calculated by applying a shift to loan spreads.

Asset backed securities
Description: These are securities that are linked to the cash flows of a pool of referenced assets via securitisation. This category includes residential
mortgage backed securities, commercial mortgage backed securities, CDOs, collateral loan obligations (CLOs) and other asset backed securities.

Valuation: Where available, valuations are based on observable market prices which are sourced from broker quotes and inter-dealer prices.
Otherwise, valuations are determined using industry standard discounted cash flow analysis that calculates the fair value based on valuation inputs
such as constant default rate, conditional prepayment rate, loss given default and yield. These inputs are determined by reference to a number of
sources including proxying to observed transactions, market indices or market research and by assessing underlying collateral performance.

Proxying to observed transactions, indices or research requires an assessment and comparison of the relevant securities’ underlying attributes
including collateral, tranche, vintage, underlying asset composition (historical losses, borrower characteristics and loan attributes such as loan-to-
value ratio and geographic concentration) and credit ratings (original and current).

Observability: Where an asset backed product does not have an observable market price and the valuation is determined using a discounted cash
flow analysis, the instrument is considered unobservable.

Level 3 sensitivity: The sensitivity analysis for asset backed products is based on externally sourced pricing dispersion or by stressing the inputs of
discount cash flow analysis.

Commercial real estate loans
Description: This portfolio includes loans that are secured by a range of commercial property types including retail, hotel, office, multi-family and
industrial properties.

Valuation: Performing loans are valued using discounted cash flow analysis which considers the characteristics of the loan such as property type,
geographic location, credit quality and property performance reviews in order to determine an appropriate credit spread. Where there is significant
uncertainty regarding loan performance, valuation is based on independent third-party appraisals or bids for the underlying properties.
Independent third party appraisals are determined by discounted cash flow analysis. The key valuation inputs are yield and loss given default.

Observability: Since each commercial real estate loan is unique in nature and the secondary loan market is relatively illiquid, valuation inputs are
generally considered unobservable.
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Level 3 sensitivity: For performing loans, sensitivity is determined by stressing the credit spread for each loan. For loans which have significant
uncertainty regarding loan performance, sensitivity is determined by either a range of bids or by stressing the inputs to independent third-party
appraisals.

Issued debt
Description: This category contains Barclays issued notes.

Valuation: Fair valued Barclays issued notes are valued using discounted cash flow techniques and industry standard models incorporating various
input parameters observed for each parameter or instrument.

Observability: Barclays issued notes are generally observable. Structured notes are debt instruments containing embedded derivatives. Where either
an input to the embedded derivative or the debt instrument is deemed unobservable and significant to the overall valuation of the note, the
structured note is classified as Level 3.

Level 3 sensitivity: Sensitivity to the unobservable input in the embedded derivative is calculated in line with the method used for the derivative
instrument concerned.

Equity cash products
Description: This category includes listed equities, Exchange Traded Funds (ETF) and preference shares.

Valuation: Valuation of equity cash products is primarily determined through market observable prices.

Observability: Prices are generally observed in the market. Where a price for an equity security is not available, the instrument is considered
unobservable.

Level 3 sensitivity: Sensitivity is calculated based on a stressed valuation on the underlying asset.

Funds and fund linked products
Description: This category includes holdings in hedge funds and funds of funds.

Valuation: In general, fund holdings are valued based on the latest available valuation received from the fund administrator. In the case of illiquid
fund holdings the valuation will take account of all available information in relation to the underlying fund or collection of funds and may be
adjusted relative to the performance of relevant index benchmarks.

Observability: Funds are deemed unobservable where the fund is either suspended, in wind-down, has a redemption restriction that severely affects
liquidity or where the latest net asset value from the fund administrators is older than the frequency dictated by the fund offering documents.

Level 3 sensitivity: Sensitivity is calculated on an individual fund basis using a loss-based scenario approach which factors in the underlying assets
of the specific fund and assumed recovery rates.

Private equity investments
Description: This category includes private equity investments.

Valuation: Private equity investments are valued in accordance with the ‘International Private Equity and Venture Capital Valuation Guidelines’.
These require the use of a number of individual pricing benchmarks such as the prices of recent transactions in the same or similar entities,
discounted cash flow analysis and comparison with the earnings multiples of listed comparative companies. Full valuations are generally performed
at least biannually, with the positions reviewed periodically for material events that might impact upon fair value. The valuation of unquoted equity
instruments is subjective by nature. However, the relevant methodologies are commonly applied by other market participants and have been
consistently applied over time.

Observability: Unobservable inputs include earnings estimates, multiples of comparative companies, marketability discounts and discount rates.
Level 3 sensitivity: The relevant valuation models are each sensitive to a number of key assumptions, such as projected future earnings, comparator
multiples, marketability discounts and discount rates. Valuation sensitivity is estimated by flexing such assumptions to reasonable alternative levels
and determining the impact on the resulting valuation.

Assets and liabilities held for sale

Description: Assets and liabilities held for sale materially consist of the intention to dispose of Barclays Africa Group Limited, France, Egypt, BVP and
Zimbabwe.

Valuation: Assets and liabilities held for sale are valued at the lower of carrying value and fair value less cost to sell.

Level 3 sensitivity: The disposal groups that are measured at fair value less cost to sell are valued at the agreed price less costs to sell and are not

expected to display significant sensitivity. The sensitivity of the assets and liabilities measured at carrying value is explained within the relevant
product descriptions.
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Other
Description: Other includes asset-backed loans, physical commodities and investment property.

Assets and liabilities reclassified between Level 1 and Level 2
There were transfers of £2,340m of government bond assets during the period from Level 2 to Level 1 to reflect market observability of these
product types (2015: £537m assets and £801m liabilities of equity and foreign exchange derivatives from Level 1 to Level 2)

Level 3 movement analysis

The following table summarises the movements in the Level 3 balance during the period. The table shows gains and losses and includes amounts
for all financial assets and liabilities that are held at fair value transferred to and from Level 3 during the period. Transfers have been reflected as if
they had taken place at the beginning of the year.

Assets and liabilities included in disposal groups classified as held for sale and measured at fair value less cost to sell are not included as these are
measured at fair value on a non-recurring basis.

Asset and liability transfers between Level 2 and Level 3 are primarily due to i) an increase or decrease in observable market activity related to an
input or ii) a change in the significance of the unobservable input, with assets and liabilities classified as Level 3 if an unobservable input is deemed
significant.

During the year:

L] £2.1bn corporate bonds were transferred from Level 3 to Level 2 to reflect the market observability of the products;

= £8.6bn of non-asset backed loans were derecognised due to a substantial modification of terms on the ESHLA loans. The new
restructured loans are measured on an amortised cost basis; and

= Market moves in the interest rate and inflation markets have resulted in an increase in the value of the Level 3 assets being reported. The
gains have largely been offset through Level 2 hedges.
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Analysis of movements in Level 3 assets and liabilities

Total gains and losses
in the period recognised

Total gains or

Asat1 in the income statement losses Transfers As at 31
January Trading Other recognised in December
The Group 20162 Purchases Sales Issues Settlements income income oclI In Out 2016
£m fm fm £fm £fm fm fm fm £m £m £m
Government and government
sponsored debt 320 - (317) - - - - - - - 3
Corporate debt 2,843 38 (48) - (5) 206 - - 32 (2,097) 969
Non-asset backed loans 507 173 (498) - (4) (38) - - 18 (7) 151
Asset backed securities 743 129 (295) - (171) 111 - - 1 3) 515
Funds and fund linked products 340 - (77) - - 23 - - 1 (14) 273
Other 155 59 (16) = (1) (8) = = - (35) 154
Trading portfolio assets 4,908 399 (1,251) - (181) 294 - - 52 (2,156) 2,065
Non-asset backed loans 15,963 - - - (8,602) 1,155 100 - - - 8,616
Asset backed loans 256 48 (225) - (20) 30 - - 112 - 201
Commercial real estate loans 543 2,658 (2,755) - (12) 56 - - - (48) 442
Private equity investments 457 38 (51) - 3) 16 120 - 6 (21) 562
Other 78 = = = (21) (19) 85 = 41  (38) 126
Financial assets designated at
fair value 17,297 2,744 (3,031) = (8,658) 1,238 305 - 159 (107) 9,947
Private equity investments 877 15 (254) - (407) - - 63 - - 294
Other 44 53 (14) = (16) = 4 7 1 (1) 78
Available for sale investments 921 68 (268) - (423) - 4 70 1 (1) 372
Investment property 82 - 3) - - - 2 - - - 81
Trading portfolio liabilities - - 9) - - (1) - - - 3 (7)
Certificates of deposit,
commercial paper and other
money market instruments (272) - - (19) 48 2 (7) - (301) 230 (319)
Issued debt (538) - - - 231 - 9 - - - (298)
Other (244) = = = 83 (48) () - (50) 38 (223)
Financial liabilities designated
at fair value (1,054) = - (19 362 (46) = - (351) 268 (840)
Interest rate derivatives 418 45 3 - (6) 228 - - 294 (83) 899
Foreign exchange derivatives (104) - 30 2 40 6 - - 55 52 81
Credit derivatives 1,685 2 (306) - (119) 111 - - 3 (6) 1,370
Equity derivatives (857) 196 7 (83) (34) (98) = - (15)  (86) (970)
Commodity derivatives (506) - - - 91 3) - - - 413 (5)
Net derivative financial
instrumentsb 636 243 (266)  (81) (28) 244 = - 337 290 1,375
Assets and liabilities held for
sale 424 126 (166) (116) 85 = 172 = = 49 574
Total 23,214 3,580 (4,994) (216) (8,843) 1,729 483 70 198 (1,654) 13,567
Net liabilities held for sale
measured at fair value on non-
recurring basis (766)
Total 12,801
Notes

a The Level 3 opening balances have been amended to exclude the asset and liabilities held for sale.

b The derivative financial instruments are represented on a net basis. On a gross basis, derivative financial assets are £8,546m (2015: £5,418m) and derivative financial liabilities are

£7,171m (2015: £4,769m).
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Analysis of movements in Level 3 assets and liabilities

Total gains and losses in
the period recognised in

Total gains or

Asat 1 ) losses As at 31

January the income statement recognised in Transfers December
The Group 2015 Purchases Sales  Issues Settlements Trading Other ocl In Out 2015

£m £fm £fm £m £m £fm £fm £fm £fm £m £fm

Government and government
sponsored debt 685 27 (119) - (109) (6) - - 2 (160) 320
Corporate debt 3,026 62 (64) - (20) (47) - - 5 (80) 2,882
Non-asset backed loans 273 520 (251) - (3) (42) - - 1 (1) 507
Asset backed securities 1,610 1,365 (1,565) - (711) 58 - - 5 (19 743
Funds and fund linked products 589 - (174) - (56) (27) - - 12 (4) 340
Other 144 23 (19) - (9) (14) - - 53  (23) 155
Trading portfolio assets 6,327 1,997 (2,192) - (908) (78) - - 88 (287) 4,947
Non-asset backed loans 17,471 192 (114) - (756) (531) (6) - - - 16,256
Asset backed loans 393 1,098 (1,260) - 2 8 - - 15 - 256
Commercial real estate loans 1,179 3,540 (3,878) - (342) 49 1 - - - 549
Private equity investments 701 94  (200) - (3) 8 38 - 4 (132 510
Other 161 66 (31) - (3) (11) 5 - 26 (26) 187
Financial assets designated at
fair value 19,905 4,990 (5,483) - (1,102) (477) 38 - 45 (158) 17,758
Government and government
snonsored deht 327 14 (36) - - - - 1 - (212) 94
Private equity investments 425 29 (89) - - - 471 22 - 20 878
Other 561 36 (2) - (1,026) - 78 397 27 (21) 50
Available for sale investments 1,313 79  (127) - (1,026) - 549 420 27  (213) 1,022
Investment property 207 27 (89) - - - (5) - - - 140
Trading portfolio liabilities (349) - - - - - - - - 349 -
Certificates of deposit,
commercial paper and other (666) - - (216) 261 - 17 - - 221 (383)
Issued debt (748) - - (16) 245 (4) (8) - (38) 4 (565)
Other (402) - - - (19) (18) 75 - - 10 (354)
Financial liabilities designated
at fair value (1,816) - - (232) 487 (22) 84 - (38) 235 (1,302)
Interest rate derivatives (105) 1 218 - (247) 203 - - 243 117 430
Foreign exchange derivatives (30) 14 @) (7) 9 (14) - - (73) - (102)
Credit derivatives 1,557 273 (12) - (6) (123) - - (11) 7 1,685
Equity derivatives (845) 111 (2) (290) 103 34 - - (21) 52 (858)
Commodity derivatives (152) - - - (66) (6) - - (383) 106 (506)
Net derivative financial
instruments2 425 399 203 (297) (207) 94 - - (250) 282 649
Total 26,012 7,492 (7,688) (529) (2,756) (483) 666 420 (128) 208 23214
Net assets held for sale
measured at fair value on non-
recurring basis 3,159
Total 26,373
Note

a The derivative financial instruments are represented on a net basis. On a gross basis, derivative financial assets are £8,546m (2015: £5,418m) and derivative financial liabilities are

£7,171m (2015: £4,769m).
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Analysis of movements in Level 3 assets and liabilities

Total gains and losses
in the period recognised

in the income statement . Transfers
Total gains or
Asat 1 losses As at 31
January Trading Other recognised in December
2016 Purchases Sales Issues Settlements income income ocl In Out 2016
The Bank £fm £fm £fm £fm fm £fm £fm fm fm £m £m
Trading portfolio assets 4,942 308 (1,019) - (342) 229 - - 36 (2,151) 2,003
Financial assets designated at
fair value 16,781 2,575 (3,003) - (8,636) 1,159 195 - 152 (88) 9,135
Available for sale investments 569 14 (14) - (350) - 5 27 - (1) 250
Investment property 13 - - - - - - - - 16
Trading portfolio liabilities - - - - - - - - - - -
Financial liabilities designated at
fair value (708) - - - 209 (32) (2) - (1) 67 (467)
Net derivative financial
instruments? 235 243 25 (79) (15) 188 - - 338 291 1,226
Total 21,832 3,140 (4,011) (79) (9,134) 1,544 201 27 525 (1,882) 12,163
Net assets held for sale measured at
fair value on non-recurring basis 1,318
Total 21,832 3,140 (4,011) (79) (9,134) 1,544 201 27 525 (1,882) 13,481
Analysis of movements in Level 3 assets and liabilities
Total gains and losses
in the period recognised
in the income statement T . Transfers
otal gains or
Asat 1 losses As at 31
January Trading Other recognised in December
2015 Purchases Sales Issues Settlements income income ocl In Out 2015
The Bank £fm fm fm fm £m £fm £fm fm fm £m £m
Trading portfolio assets 5,832 1,467  (1,800) - (829) (30) - - 302 - 4,942
Financial assets designated at
fair value 18,782 4,633 (5,042) - (1,095) (497) - - - - 16,781
Available for sale investments 853 26 (3) - (1,013) - 492 408 1 (195) 569
Investment property 16 - - - - - (3) - - - 13
Trading portfolio liabilities (346) - - - - - - - - 346 -
Financial liabilities designated at
fair value (920) - - (1 247 (8) 8 - (38) 4 (708)
Net derivative financial
instruments? 422 119 214 (433) (189) 67 - - (151) 186 235
Total 24,639 6,245 (6,631) (434) (2,879) (468) 497 408 114 341 21,832
Note

a The derivative financial instruments are represented on a net basis. On a gross basis, derivative financial assets are £8,541m (2015: £5,112m) and derivative financial liabilities are

£7,315m (2015: £4,877m).
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Unrealised gains and losses on Level 3 financial assets and liabilities
The following table discloses the unrealised gains and losses recognised in the year arising on Level 3 financial assets and liabilities held at year end.

Unrealised gains and losses recognised during the period on Level 3 assets and liabilities held at period end

As at 31 December 2016 2015
Income statement Income statement
Other Other
compre- compre-
Trading Other hensive Trading Other hensive
income income income Total income income income Total
The Group £m £m £m £m fm £m £m £m
Trading portfolio assets 243 - - 243 (125) - - (125)
Financial assets designated at fair value 227 271 - 498 (562) 17) - (579)
Available for sale investments - 6 70 76 - (20) 488 468
Investment property - 2 - 2 - (22) - (22)
Trading portfolio liabilities (1) - - (1) @) - - (M
Financial liabilities designated at fair value 96 (6) - 90 (24) 76 - 52
Net derivative financial instruments 175 - - 175 123 - - 123
Assets and liabilities held for sale - 128 - 128 - - - -
Total 740 401 70 1,211 (589) 17 488 (84)
Note
a The £1.2bn unrealised gain on Level 3 assets (2015: £84m loss) is largely offset by losses on related Level 2 and Level 1 portfolio hedges.
Unrealised gains and losses recognised during the period on Level 3 assets and liabilities held at period end
As at 31 December 2016 2015
Income statement Other Income statement Other
compre- comprehe
Trading Other hensive Trading nsive
income income income Total income Other income income Total
The Bank £m £m £m £m £m £m £m £m
Trading portfolio assets 238 - - 238 (94) - - (94)
Financial assets designated at fair value 155 194 - 349 (555) - - (555)
Available for sale assets - 5 27 32 - (7) 408 401
Investment property - - 2 - (3) - (3)
Trading portfolio liabilities - - - - - - - -
Financial liabilities designated at fair value 97 - - 97 1) 8 - (3)
Net derivative financial instruments 167 - - 167 112 - - 112
Total 657 201 27 885 (548) (2) 408 (142)
Note

a The £885m unrealised gain on Level 3 assets (2015: £142m loss) is largely offset by losses on related Level 2 and Level 1 portfolio hedges.
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The following tables for The Bank have not been included because the movements and sensitivities are substantively explained by The Group’s

analysis. The major difference is the disposal group, BAGL, which sits outside The Bank.

The following tables show The Group’s assets and liabilities recognised at fair value and classified as Level 3:

Sensitivity analysis of valuations using unobservable inputs

Fair value Favourable changes Unfavourable changes
Total Total Income Income

assets liabilities statement Equity statement Equity
The Group £m £m £m £m £m £m
As at 31 December 2016
Interest rate derivatives 5,759 (4,860) 209 - (249) -
Foreign exchange derivatives 132 (51) 15 - (15) -
Credit derivatives 1,611 (241) 127 - (133) -
Equity derivatives 1,037 (2,007) 163 - (164) -
Commodity derivatives 8 (13) 5 - (5) -
Government and government sponsored debt 3 - - - - -
Corporate debt 969 (5) 7 - (2) -
Certificates of deposit, commercial paper and other
money market instruments - (319) - - (1) -
Reverse repurchase and repurchase agreements - - - - - -
Non asset backed loans 8,767 - 462 - (597) -
Asset backed securities 515 - 1 - (1) -
Commercial real estate loans 442 - 2 - (2) -
Issued debt - (298) - - - -
Equity cash products 150 (2) 12 26 (11) (26)
Funds and fund linked products 273 (37) 6 - (6) -
Private equity investments 856 (12) 104 18 (104) (21)
Assets and liabilities held for sale 699 (125) 3 - 3) -
Other= 489 (173) 147 = (105) =
Total 21,710 (8,143) 1,263 44 (1,398) (47)
As at 31 December 2015
Interest rate derivatives 2,675 (2,247) 93 - (103) -
Foreign exchange derivatives 95 (196) 17 - 17) -
Credit derivatives 1,902 (219) 66 - (96) -
Equity derivatives 690 (1,545) 167 - (185) -
Commodity derivatives 56 (562) 13 - (13) -
Government and government sponsored debt 419 (1) 4 - (4) -
Corporate debt 2,895 (15) 10 1 (5) (1)
Certificates of deposit, commercial paper and other
money market instruments - (382) - - - -
Reverse repurchase and repurchase agreements - - - - - -
Non asset backed loans 16,828 - 1,581 - (1,564) -
Asset backed securities 770 (37) 1 - (1) -
Commercial real estate loans 551 - 24 - (1) -
Issued debt - (546) - - - -
Equity cash products 171 - - 17 - 17)
Funds and fund linked products 378 (148) 1 - (1) -
Private equity investments 1,388 - 149 318 (149) (53)
Othera 467 (173) 5 - (23) -
Total 29,285 (6,071) 2,131 336 (2,162) (71)
Note

a Other includes asset backed loans, physical commodities and investment property.
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The effect of stressing unobservable inputs to a range of reasonably possible alternatives, alongside considering the impact of using alternative
models, would be to increase fair values by up to £1.3bn (2015: £2.1bn) or to decrease fair values by up to £1.4bn (2015: £2.2bn) with substantially
all the potential effect impacting profit and loss rather than reserves.

Significant unobservable inputs
The following table discloses the valuation techniques and significant unobservable inputs for assets and liabilities recognised at fair value and
classified as Level 3 along with the range of values used for those significant unobservable inputs:

fotal o -T-Oﬁal Valuation Significant unobservable 2010 20
The Group £m £m technique(s) inputs Min Max Min Max Unitsa
Derivative financial
Interest rate 5,759 (4,860) Discounted cash flows Inflation forwards (1) 8 - 8 %
derivatives Credit spread 25 1,669 25 1,563 bps
Option model Inflation volatility 35 207 36 197  bpvol
IR - IR correlation (26) 98 (55) 100 %
FX - IR correlation (15) 81 (20) 30 %
Interest rate volatility 9 295 5 249 bp vol
Credit derivatives 1,611 (241) Discounted cash flows Credit spread 133 274 140 413 bps
Correlation model Credit correlation 25 43 26 41 %
Credit spread 13 2,317 10 9,923 bps
Comparable pricing Price 84 100 80 102  points
Equity derivatives 1,037 (2,007) Option model Equity volatility 1 150 - 318 %
Equity - equity (90) 100  (54) 100 %
Equity - FX correlation (80) 25 (100) 40 %
Non-derivative
Corporate debt 969 (5) Discounted cash flows Credit spread 145 190 120 529 bps
Comparable pricing Price - 121 1 114 points
Non-asset backed 8,767 - Discounted cash flows Loan spread 30 1,495 3 994 bps
Price - 99 - 100 points
Comparable pricing Price - 100 - 101 points
Asset backed securities 515 - Discounted cash flows Conditional - - - 25 %
Constant default rate - - - 2 %
Loss given default - - 30 100 %
Yield - - 5 58 %
Credit spread 70 150 157 1,416 bps
Commercial real estate 442 - Discounted cash flows Loss given default - 100 - 100 %
Credit spread 179 408 230 801 bps
Private equity 856 (12) Discounted cash flows Loss given default - - - 94 %
EBITDA multiple EBITDA multiple 5 17 - 12 multiple
Othere 1,754  (1,018)
Total 21,710  (8,143)

Notes

a The units used to disclose ranges for significant unobservable inputs are percentages, points and basis points. Points are a percentage of par; for example, 100 points equals 100%
of par. A basis point equals 1/100th of 1%; for example, 150 basis points equals 1.5%.

b Certain derivative instruments are classified as Level 3 due to a significant unobservable credit spread input into the calculation of the Credit Valuation Adjustment for the
instruments. The range of significant unobservable credit spreads is between 65-874bps (2015: 69-1,175bps).

¢ Other includes the remaining Level 3 assets and liabilities.
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The following section describes the significant unobservable inputs identified in the table above, and the sensitivity of fair value measurement of the
instruments categorised as Level 3 assets or liabilities to increases in significant unobservable inputs. Where sensitivities are described, the inverse
relationship will also generally apply.

Where reliable inter-relationships can be identified between significant unobservable inputs used in fair value measurement. A description of those
interrelationships is included below.

Forwards

A price or rate that is applicable to a financial transaction that will take place in the future. A forward is generally based on the spot price or rate,
adjusted for the cost of carry, and defines the price or rate that will be used to deliver a currency, bond, commaodity or some other underlying
instrument at a point in the future. A forward may also refer to the rate fixed for a future financial obligation, such as the interest rate on a loan
payment. In general, a significant increase in a forward in isolation will result in a movement in fair value that is favourable for the contracted
receiver of the underlying (currency, bond, commodity, etc.), but the sensitivity is dependent on the specific terms of the instrument.

Credit spread

Credit spreads typically represent the difference in yield between an instrument and a benchmark security or reference rate. Credit spreads reflect
the additional yield that a market participant would demand for taking exposure to the credit risk of an instrument and form part of the yield used
in a discounted cash flow calculation.

In general, a significant increase in credit spread in isolation will result in a movement in fair value that is unfavourable for the holder of a cash asset.

For a derivative instrument, a significant increase in credit spread in isolation can result in a movement in fair value that is favourable or
unfavourable depending on the specific terms of the instrument.

Volatility

Volatility is a key input in the valuation of derivative products containing optionality. Volatility is a measure of the variability or uncertainty in returns
for a given derivative underlying. It represents an estimate of how much a particular underlying instrument, parameter or index will change in value
over time. In general, volatilities will be implied from observed option prices. For unobservable options the implied volatility may reflect additional
assumptions about the nature of the underlying risk, as well as reflecting the given strike/maturity profile of a specific option contract.

In general a significant increase in volatility in isolation will result in a movement in fair value that is favourable for the holder of a simple option, but
the sensitivity is dependent on the specific terms of the instrument.

There may be inter-relationships between unobservable volatilities and other unobservable inputs that can be implied from observation, e.g. when
equity prices fall, implied equity volatilities generally rise, but these are specific to individual markets and may vary over time.

Correlation

Correlation is a measure of the relationship between the movements of two variables , i.e. how the change in one variable influences a change in

the other variable. Correlation is a key input into valuation of derivative contracts with more than one underlying instrument. For example, where

an option contract is written on a basket of underlying names, the volatility of the basket, and hence the fair value of the option, will depend on the
correlation between the basket components. Credit correlation generally refers to the correlation between default processes for the separate  names
that make up the reference pool of a collateralised debt obligation structure.

A significant increase in correlation in isolation can result in a movement in fair value that is favourable or unfavourable depending on the specific
terms of the instrument.

Comparable price

Comparable instrument prices are used in valuation by calculating an implied yield (or spread over a liquid benchmark) from the price of a
comparable observable bond, then adjusting that yield (or spread) to derive a value for the unobservable bond. The adjustment to yield (or spread)
should account for relevant differences in the bonds such as maturity or credit quality. Alternatively, a price-to-price basis can be assumed between
the comparable instrument and bond being valued in order to establish the value of the bond.

In general, a significant increase in comparable price in isolation will result in a movement in fair value that is favourable for the holder of a cash
instrument.

For a derivative instrument, a significant increase in an input derived from a comparable price in isolation can result in a movement in fair value that
is favourable or unfavourable depending on the specific terms of the instrument.

Loan spread

Loan spreads typically represent the difference in yield between an instrument and a benchmark security or reference rate. Loan spreads typically
reflect funding costs, credit quality, the level of comparable assets such as gilts and other factors, and form part of the yield used in a discounted
cash flow calculation.
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The ESHLA portfolio primarily consists of long dated fixed rate loans extended to counterparties in the UK Education, Social Housing and Local
Authority sectors. The loans are categorised as Level 3 in the fair value hierarchy due to their illiquid nature and the significance of unobservable
loan spreads to the valuation. Valuation uncertainty arises from the long dated nature of the portfolio, the lack of secondary market in the loans
and the lack of observable loan spreads. The majority of ESHLA loans are to borrowers in heavily regulated sectors that are considered extremely
low credit risk, and have a history of zero defaults since inception. While the overall loan spread range is from 30bps to 1,495bps (2015: 3bps to
994bps), the vast majority of spreads are concentrated towards the bottom end of this range, with 99% of the loan notional being valued with
spreads less than 200bps consistently for both years.

In general, a significant increase in loan spreads in isolation will result in a movement in fair value that is unfavourable for the holder of a loan.
Conditional prepayment rate
Conditional prepayment rate is the proportion of voluntary, unscheduled repayments of loan principal by a borrower. Prepayment rates affect the

weighted average life of securities by altering the timing of future projected cash flows.

A significant increase in a conditional prepayment rate in isolation can result in a movement in fair value that is favourable or unfavourable
depending on the specific terms of the instrument.

Conditional prepayment rates are typically inversely correlated to credit spread, i.e. securities with high borrower credit spread typically experience
lower prepayment rates and also tend to experience higher default rates.

Constant default rate
The constant default rate represents an annualised rate of default of the loan principal by the borrower.

A significant increase in a constant default rate in isolation can result in a movement in fair value that is favourable or unfavourable depending on
the specific terms of the instrument.

Constant default rate and conditional prepayment rates are typically inversely correlated; fewer defaults on loans will typically mean higher credit
quality and therefore more prepayments.

Loss given default (LGD)
Loss given default represents the expected loss upon liquidation of the collateral as a percentage of the balance outstanding.

In general, a significant increase in the LGD in isolation will translate to lower recovery and lower projected cash flows to pay to the securitisation,
resulting in a movement in fair value that is unfavourable for the holder of the securitised product.

Yield
The rate used to discount projected cash flows in a discounted future cash flow analysis.

In general, a significant increase in yield in isolation will result in a movement in fair value that is unfavourable for the holder of a cash instrument.

EBITDA Multiple
EBITDA multiple is the ratio of the valuation of the investment to the Earnings before interest, taxes, depreciation and amortisation.

In general an increase in the multiple is favourable to the holder of the investment

Fair value adjustments
Key balance sheet valuation adjustments are quantified below:

2016 2015
The Group £m £m
Exit price adjustments derived from market bid-offer spreads (475) (509)
Uncollateralised derivative funding (82) (72)
Derivative credit valuation adjustments:
- Monolinesa - 9)
- Other derivative credit valuation adjustments (237) (318)
Derivative debit valuation adjustments 242 189

Exit price adjustments derived from market bid-offer spreads

The Group uses mid-market pricing where it is a market maker and has the ability to transact at, or better than, mid price (which is the case for

certain equity, bond and vanilla derivative markets). For other financial assets and liabilities, bid-offer adjustments are recorded to reflect the exit
level for the expected close out strategy. The methodology for determining the bid-offer adjustment for a derivative portfolio involves calculating
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the net risk exposure by offsetting long and short positions by strike and term in accordance with the risk management and hedging strategy.

Bid-offer levels are generally derived from market quotes such as broker data. Less liquid instruments may not have a directly observable bid-offer
level. In such instances, an exit adjustment may be derived from an observable bid-offer level for a comparable liquid instrument, or determined by
calibrating to derivative prices, or by scenario or historical analysis.

Exit price adjustments have reduced by £34m to £475m as a result of risk reduction and spread tightening.

Discounting approaches for derivative instruments

Collateralised

In line with market practice, the methodology for discounting collateralised derivatives takes into account the nature and currency of the collateral
that can be posted within the relevant credit support annex (CSA). This CSA aware discounting approach recognises the ‘cheapest to deliver’
option that reflects the ability of the party posting collateral to change the currency of the collateral.

For counterparties where there is a dispute regarding the settlement of collateral interest, where the relevant rate is currently negative, an
additional fair value adjustment of £24m is held to account for the potential impact of resolving the dispute.

Uncollateralised

A fair value adjustment of £82m is applied to account for the impact of incorporating the cost of funding into the valuation of uncollateralised and
partially collateralised derivative portfolios and collateralised derivatives where the terms of the agreement do not allow the rehypothecation of
collateral received. This adjustment is referred to as the Funding Fair Value Adjustment (FFVA). FFVA has increased by £10m to £82m mainly as a
result of material trade unwinds.

FFVA is determined by calculating the net expected exposure at a counterparty level and applying a funding rate to these exposures that reflects
the market cost of funding. Barclays’ internal Treasury rates are used as an input to the calculation. The approach takes into account the
probability of default of each counterparty, as well as any mandatory break clauses.

FFVA incorporates a scaling factor which is an estimate of the extent to which the cost of funding is incorporated into observed traded levels. On
calibrating the scaling factor, it is with the assumption that Credit Valuation Adjustments (CVA) and Debit Valuation Adjustments (DVA) are
retained as valuation components incorporated into such levels. The effect of incorporating this scaling factor at 31 December 2016 was to reduce
FFVA by £246m (2015: £216m).

Uncollateralised derivative trading activity is used to determine this scaling factor. The trading history analysed includes new trades, terminations,
trade restructures and novations. The FFVA balance and movement is driven by Barclays’ own cost of funding spread over LIBOR, counterparty
default probabilities and recovery rates, as well as the market value of the underlying derivatives. Movements in the market value of the portfolio in
scope for FFVA are mainly driven by interest rates, inflation rates and foreign exchange levels.

Barclays continues to monitor market practices and activity to ensure the approach to uncollateralised derivative valuation remains appropriate.
The above approach has been in use since 2012 with no significant changes.

Derivative credit and debit valuation adjustments

Derivative credit adjustments (CVAs) and Derivative debit valuation adjustments (DVAs) are incorporated into derivative valuations to reflect the
impact on fair value of counterparty credit risk and Barclays’ own credit quality respectively. These adjustments are calculated for uncollateralised
and partially collateralised derivatives across all asset classes. CVA and DVA are calculated using estimates of exposure at default, probability of
default and recovery rates, at a counterparty level. Counterparties include (but are not limited to) corporates, sovereigns and sovereign agencies,
supranationals and special purpose vehicles.

Exposure at default is generally based on expected exposure, estimated through the simulation of underlying risk factors. For some complex
products, where this approach is not feasible, simplifying assumptions are made, either through approximating with a more vanilla structure, or
using current or scenario-based mark to market as an estimate of future exposure. Where a strong CSA exists to mitigate counterparty credit risk,
the exposure at default is set to zero.

Probability of default and recovery rate information is generally sourced from the CDS markets. For counterparties where this information is not
available, or considered unreliable due to the nature of the exposure, alternative approaches are taken based on mapping internal counterparty
ratings onto historical or market-based default and recovery information. In particular, this applies to sovereign-related names where the effect of
using the recovery assumptions implied in CDS levels would imply a £95m (2015: £56m) increase in CVA.

Correlation between counterparty credit and underlying derivative risk factors may lead to a systematic bias in the valuation of counterparty credit
risk, termed ‘wrong-way,’ or ‘right-way’, risk. This is not systematically incorporated into the CVA calculation but is adjusted where the underlying

exposure is directly related to the counterparty.

CVA decreased by £90m to £237m, primarily due to reductions in the average maturity of the portfolio driven by trade unwinds, including a reduction
in monoline CVA of £9m. DVA increased by £53m to £242m, primarily as a result of Barclays’ credit spreads widening.
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Portfolio exemptions

The Group uses the portfolio exemption in IFRS 13 Fair Value Measurement to measure the fair value of groups of financial assets and liabilities.
Instruments are measured using the price that would be received to sell a net long position, i.e. an asset, for a particular risk exposure or to transfer
a net short position, i.e. a liability, for a particular risk exposure in an orderly transaction between market participants at the balance sheet date
under current market conditions. Accordingly, the Group measures the fair value of the group of financial assets and liabilities consistently with
how market participants would price the net risk exposure at the measurement date.

Unrecognised gains as a result of the use of valuation models using unobservable inputs

The amount that has yet to be recognised in income that relates to the difference between the transaction price (the fair value at initial recognition)
and the amount that would have arisen had valuation models using unobservable inputs been used on initial recognition, less amounts
subsequently recognised, is £179m (2015: £187m). There are additions of £29m (2015: £42m) and £37m (2015: £51m) of amortisation and
releases.

Third party credit enhancements

Structured and brokered certificates of deposit issued by Barclays are insured up to $250,000 per depositor by the Federal Deposit Insurance
Corporation (FDIC) in the United States. The FDIC is funded by premiums that Barclays and other banks pay for deposit insurance coverage. The
carrying value of these issued certificates of deposit that are designated under the IAS 39 fair value option includes this third party credit
enhancement. The on-balance sheet value of these brokered certificates of deposit amounted to £3,905m (2015: £3,729m).
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Comparison of carrying amounts and fair values

The following tables summarises the fair value of financial assets and liabilities measured at amortised cost on The Group’s and The Bank’s balance

sheet:

The Group Significant
Carrying Fair Quoted market Observable unobservable
amount value prices (Level 1) inputs (Level 2) inputs (Level 3)

As at 31 December 2016 £m £m £m £m £m

Financial assets

Held to maturity2 5,176 5,347 5,347 - -

Loans and advances to banks 43,634 43,611 7,257 35,369 985

Loans and advances to customers:

—Home loans 144,765 141,150 - - 141,150

— Credit cards, unsecured and other retail lending 57,808 57,698 737 42 56,919

- Finance lease receivablesb 1,602 1,598

— Corporate loans 188,608 186,720 - 126,978 59,742

Reverse repurchase agreements and other similar secured lending 13,454 13,454 - 13,454 -

Assets included in disposal groups classified as held for salec 43,593 44,838 1,070 4,614 39,154

Financial liabilities

Deposits from banks (48,214) (48,212) (5,256) (42,895) (61)

Customer accounts:

— Current and demand accounts (138,195) (138,188) (127,258) (10,912) (18)

— Savings accounts (133,344) (133,370) (120,471) (12,891) (8)

— Other time deposits (153,164) (153,165) (48,853) (97,773) (6,539)

Debt securities in issue (75,369) (76,408) (196) (74,149) (2,063)

Repurchase agreements and other similar secured lending (19,760) (19,760) - (19,760) -

Subordinated liabilities (23,871) (25,035) - (25,035) -

Liabilities included in disposal groups classified as held for salec (51,775) (51,788) (22,264) (28,998) (526)

As at 31 December 2015

Financial assets

Loans and advances to banks 41,829 41,781 5,933 34,605 1,243

Loans and advances to customers:

—Home loans 155,863 151,636 - - 151,636

— Credit cards, unsecured and other retail lending 67,840 67,600 1,148 284 66,168

—Finance lease receivablesb 4,777 4,730

— Corporate loans 170,737 169,697 585 129,847 39,265

Reverse repurchase agreements and other similar secured lending 28,187 28,187 - 28,187 -

Financial liabilities

Deposits from banks (47,080) (47,080) (4,428) (42,652) -

Customer accounts:

— Current and demand accounts (147,123) (147,121) (130,439) (16,537) (145)

— Savings accounts (135,567) (135,600) (122,029) (13,537) (34)

— Other time deposits (135,617) (135,861) (43,025) (84,933) (7,903)

Debt securities in issue (69,150)  (69,938) (190) (69,197) (551)

Repurchase agreements and other similar secured lending (25,035) (25,035) - (25,035) -

Subordinated liabilities (21,955) (23,544) - (23,544) -

Notes

a InJune 2016 UK Gilts previously classified as available for sale were reclassified to held to maturity in order to reflect the intention with these assets.

b The fair value hierarchy for finance lease receivables is not required as part of the standard.

c Disposal groups held for sale and measured at fair value less cost to sell are included in the fair value table. For disposal groups measured at carrying amount, the underlying
financial assets and liabilities measured at fair value are included in the fair value disclosures on pages 224 t0241 and items measured at amortised cost items are included on
page 242. Non financial assets (£6.6bn) and liabilities (£1.7bn) within disposal groups measured at carrying amount are excluded from these disclosures.
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The Bank Significant
Carrying Fair Quoted market Observable unobservable
amount Value prices (Level 1) inputs (Level 2) input (Level 3)
As at 31 December 2016 £m £m £m £m £m
Financial assets
Held to maturity2 5,176 5,347 5,347 = -
Loans and advances to banks 43,964 44,101 1,424 41,763 914
Loans and advances to customers:
—Home loans 143,762 140,152 - - 140,152
— Credit cards, unsecured and other retail lending 31,204 31,003 737 30,266
—Finance lease receivablesb - - - - .
— Corporate loans 256,158 254,301 - 184,104 70,197
Reverse repurchase agreements and other similar secured lending 22,941 22,941 - 22,941 R
Financial liabilities
Deposits from banks (58,037) (58,036) (4,946) (52,997) (92)
Customer accounts:
— Current and demand accounts (218,596) (218,589) (126,421) (84,089) (8,079)
—Savings accounts (125,940) (125,966) (113,069) (12,891) (6)
— Other time deposits (102,858) (102,888) (42,982) (45,997) (13,909)
Debt securities in issue (45,206) (45,887) (160) (45,726) _
Repurchase agreements and other similar secured lending (29,226) (29,167) - (29,167) _
Subordinated liabilities (23,878) (25,021) _ (25,021) _
As at 31 December 2015
Financial assets
Loans and advances to banks 62,201 62,129 8,925 51,333 1,871
Loans and advances to customers:
—Home loans 142,623 137,614 - - 137,614
— Credit cards, unsecured and other retail lending 39,610 39,582 915 227 38,440
—Finance lease receivablesb 1,060 1,050 - . .
— Corporate loans 211,914 210,915 561 172,687 37,667
Reverse repurchase agreements and other similar secured lending 28,803 28,803 - 28,803 -
Financial liabilities
Deposits from banks (63,682) (63,682) (5,989) (57,693) -
Customer accounts:
— Current and demand accounts (204,715) (204,713) (181,500) (23,011) (202)
— Savings accounts (119,764) (119,793) (107,804) (11,959) (30)
— Other time deposits (87,312)  (87,469) (27,714) (54,665) (5,090)
Debt securities in issue (45,720) (46,192) (125) (45,702) (365)
Repurchase agreements and other similar secured lending (26,164) (26,164) - (26,164) -
Subordinated liabilities (21,411)  (22,847) - (22,847) -

Notes

a InJune 2016 UK Gilts previously classified as available for sale were reclassified to held to maturity in order to reflect the intention with these assets.
b The fair value hierarchy for finance lease receivables is not required as part of the standard.
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The fair value is an estimate of the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. As a wide range of valuation techniques are available, it may not be appropriate to directly compare
this fair value information to independent market sources or other financial institutions. Different valuation methodologies and assumptions can
have a significant impact on fair values which are based on unobservable inputs.

Financial assets

The carrying value of financial assets held at amortised cost (including loans and advances to banks and customers, and other lending such as
reverse repurchase agreements and cash collateral on securities borrowed) is determined in accordance with the relevant accounting policy in Note
19.

Loans and advances to banks

The fair value of loans and advances, for the purpose of this disclosure, is derived from discounting expected cash flows in a way that reflects the
current market price for lending to issuers of similar credit quality. Where market data or credit information on the underlying borrowers is
unavailable, a number of proxy/extrapolation techniques are employed to determine the appropriate discount rates.

There is minimal difference between the fair value and carrying amount due to the short-term nature of the lending, (i.e. predominantly overnight
deposits) and the high credit quality of counterparties.

Loans and advances to customers
The fair value of loans and advances to customers, for the purpose of this disclosure, is derived from discounting expected cash flows in a way that
reflects the current market price for lending to issuers of similar credit quality.

For retail lending, i.e. home loans and credit cards, tailored discounted cash flow models are used to estimate the fair value of different product
types. For example, for home loans different models are used to estimate fair values of tracker, offset and fixed rate mortgage products. Key inputs
to these models are the differentials between historic and current product margins and estimated prepayment rates.

The discount of fair value to carrying amount from home loans for The Group has decreased to 2.5% (2015: 2.7%) and The Bank has decreased to
2.5% (2015: 3.5%), both are due to changes in the product mix across the loan portfolio and movements in product margins.

The fair value of corporate loans is calculated by the use of discounted cash flow techniques where the gross loan values are discounted at a rate of
difference between contractual margins and hurdle rates or spreads where Barclays charges a margin over LIBOR depending on credit quality and
loss given default and years to maturity. The discount between the carrying and fair value for The Group has increased to 1.0% (2015: 0.6%) and
The Bank has increased to 0.7% (2015: 0.5%).

Reverse repurchase agreements
The fair value of reverse repurchase agreements approximates carrying amount as these balances are generally short dated and fully collateralised.

Financial liabilities
The carrying value of financial liabilities held at amortised cost (including customer accounts, other deposits, repurchase agreements and cash
collateral on securities lent, debt securities in issue and subordinated liabilities) is determined in accordance with the accounting policy in Note 22.

Deposits from banks and customer accounts
In many cases, the fair value disclosed approximates carrying value because the instruments are short term in nature or have interest rates that
reprice frequently, such as customer accounts and other deposits and short-term debt securities.

The fair value for deposits with longer-term maturities such as time deposits, are estimated using discounted cash flows applying either market
rates or current rates for deposits of similar remaining maturities. Consequently the fair value discount is minimal.

Debt securities in issue

Fair values of other debt securities in issue are based on quoted prices where available, or where the instruments are short dated, carrying amount
approximates fair value. The fair value difference for The Group has increased to 1.4% (2015: 1.1%) and The Bank has increased to 1.5% (2015:
1.0%).

Repurchase agreements
The fair value of repurchase agreements approximates carrying amounts as these balances are generally short dated.

Subordinated liabilities
Fair values for dated and undated convertible and non-convertible loan capital are based on quoted market rates for the issuer concerned or issuers
with similar terms and conditions.
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18 Offsetting financial assets and financial liabilities

In accordance with IAS 32 Financial Instruments: Presentation, The Group reports financial assets and financial liabilities on a net basis on the
balance sheet only if there is a legally enforceable right to set off the recognised amounts and there is intention to settle on a net basis, or to realise
the asset and settle the liability simultaneously. The following table shows the impact of netting arrangements on:

o all financial assets and liabilities that are reported net on the balance sheet

e all derivative financial instruments and reverse repurchase and repurchase agreements and other similar secured lending and borrowing
agreements that are subject to enforceable master netting arrangements or similar agreements, but do not qualify for balance sheet netting.

The table identifies the amounts that have been offset in the balance sheet and also those amounts that are covered by enforceable netting
arrangements (offsetting arrangements and financial collateral) but do not qualify for netting under the requirements of IAS 32 described above.

The ‘Net amounts’ presented below are not intended to represent The Group’s actual exposure to credit risk, as a variety of credit mitigation
strategies are employed in addition to netting and collateral arrangements.

The Group
Amounts subject to enforceable netting arrangements Amounts not
Effects of offsetting on-balance sheet Related amounts not offset2 subject to
Net amounts enforceable
Amounts reported on the Financial Financial netting Balance sheet
Gross amounts offsett  balance sheet instruments collateral Netamount arrangementse totald

As at 31 December 2016 £m £m £m £m £m £m £m £m
Derivative financial assets 353,078 (11,934) 341,144 (273,602) (49,923) 17,619 5,676 346,820
Reverse repurchase agreements
and other similar secured lendinge 257,430 (187,262) 70,168 - (69,932) 236 6,448 76,616
Total assets 610,508 (199,196) 411,312 (273,602) (119,855) 17,855 12,124 423,436
Derivative financial liabilities (345,752) 10,962 (334,790) 273,602 47,383 (13,805) (5,697) (340,487)
Repurchase agreements and other
similar secured borrowinge (257,854) 187,262 (70,592) - 68,897  (1,695) (4,878) (75,470)
Total liabilities (603,606) 198,224 (405,382) 273,602 116,280 (15,500) (10,575) (415,957)
As at 31 December 2015
Derivative financial assets 328,692 (7,685) 321,007 (259,582) (42,402) 19,023 6,863 327,870
Reverse repurchase agreements
and other similar secured lending 169,597  (102,888) 66,709 - (66,400) 309 10,991 77,700
Total assets 498,289 (110,573) 387,716 (259,582) (108,802) 19,332 17,854 405,570
Derivative financial liabilities (325,984) 7,645 (318,339) 259,582 40,124 (18,633) (5,913) (324,252)
Repurchase agreements and other
similar secured borrowing (171,651) 102,888 (68,763) - 68,202 (561) (7,110) (75,873)
Total liabilities (497,635) 110,533 (387,102) 259,582 108,326  (19,194) (13,023) (400,125)
Notes

a Financial collateral of £49,923m (2015: £42,202m) was received in respect of derivative assets, including £41,641m (2015: £34,918m) of cash collateral and £8,282m (2015:
£7,484m) of non-cash collateral. Financial collateral of £47,383m (2015: £40,124m) was placed in respect of derivative liabilities, including £43,763m (2015: £35,464m) of cash
collateral and £3,620m (2015: £4,660m) of non-cash collateral. The collateral amounts are limited to net balance sheet exposure so as to not include over-collateralisation. Of the
£41,641m (2015: £34,918m) cash collateral held, £26,834m (2015: £27,732m) was included in deposits from banks and £14,807m (2015: £7,186m), was included in customer
accounts. Of the £43,763m (2015: £35,464m) cash collateral placed, £17,587m (2015: £13,238m) was included in loans and advances to banks and £26,176m (2015: £22,226m)
was included in loans and advances to customers.

Amounts offset for Derivative financial assets include cash collateral netted of £972m (2015: £572m). Amounts offset for Derivative liabilities did not include any cash collateral
netted for December 2016 (2015: £532m). Settlements assets and liabilities have been offset amounting to £10,486m (2015: £8,886m). No other significant recognised financial
assets and liabilities were offset in the balance sheet. Therefore, the only balance sheet categories necessary for inclusion in the table are those shown above.

This column includes contractual rights of set-off that are subject to uncertainty under the laws of the relevant jurisdiction.

The balance sheet total is the sum of ‘Net amounts reported on the balance sheet’ that are subject to enforceable netting arrangements and ‘Amounts not subject to enforceable
netting arrangements’.

Repurchase and Reverse Repurchase agreements include instruments at amortised cost and instruments designated at fair value through profit and loss. Reverse Repurchase
agreements and other similar secured lending of £76,616m (2015: £77,700m) is split by fair value £63,162m (2015: £49,513m) and amortised cost £13,454m (2015: £28,187m).
Repurchase agreements and other similar secured borrowing of £75,470m (2015: £75,873m) is split by fair value £55,710m (2015: £50,838m) and amortised cost £19,760m
(2015: £25,035m).

o

o n

o]
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18 Offsetting financial assets and financial liabilities continued

The Bank
Amounts subject to enforceable netting arrangements
Amounts not
Effects of offsetting on-balance sheet Related amounts not offset2 subject to
Net amounts enforceable
Amounts reported on the Financial Financial netting Balance sheet
Gross amounts offsett  balance sheet instruments collateral Netamount arrangementsc totald

As at 31 December 2016 £m £m £m £m £m £m £m £m
Derivative financial assets 321,045 (11,934) 309,111 (240,535) (47,725) 20,851 18,091 327,202
Reverse repurchase agreements
and other similar secured lendinge 284,522  (203,400) 81,122 - (80,959) 163 5,563 86,685
Total assets 605,567 (215,334) 390,233  (240,535) (128,684) 21,014 23,654 413,887
Derivative financial liabilities (309,376) 10,962 (298,414) 240,535 44,966 (12,913) (19,460) (317,874)
Repurchase agreements and other
similar secured borrowinge (287,287) 203,401 (83,886) - 83,773 (113) (5,094) (88,980)
Total liabilities (596,663) 214,363  (382,300) 240,535 128,739 (13,026) (24,554) (406,854)
As at 31 December 2015
Derivative financial assets 308,921 (7,685) 301,236 (241,295) (42,293) 17,648 15,016 316,252
Reverse repurchase agreements
and other similar secured lending 181,725  (120,846) 60,879 - (59,503) 1,376 10,506 71,385
Total assets 490,646  (128,531) 362,115  (241,295)  (101,796) 19,024 25522 387,637
Derivative financial liabilities (302,806) 7,645 (295,161) 241,295 40,074 (13,792) (14,864) (310,025)
Repurchase agreements and other
similar secured borrowing (186,141) 120,846 (65,295) - 64,579 (716) (6,327) (71,622)
Total liabilities (488,947) 128,491 (360,456) 241,295 104,653 (14,508) (21,191) (381,647)
Notes

o

Financial collateral of £47,725m (2015: £42,293m) was received in respect of derivative assets, including £39,443m (2015: £34,818m) of cash collateral and £8,282m (2015:
£7,475m) of non-cash collateral. Financial collateral of £44,966m (2015: £40,074m) was placed in respect of derivative liabilities, including £41,346m (2015: £35,428m) of cash
collateral and £3,620m (2015: £4,646m) of non-cash collateral. The collateral amounts are limited to net balance sheet exposure so as to not include over-collateralisation.
Amounts offset for Derivative financial assets include cash collateral netted of £972m (2015: £572m). Amounts offset for Derivative liabilities did not include any cash collateral
netted for December 2016 (2015: £532m). No other significant recognised financial assets and liabilities were offset in the balance sheet. Therefore, the only balance sheet
categories necessary for inclusion in the table are those shown above.

This column includes contractual rights of set-off that are subject to uncertainty under the laws of the relevant jurisdiction.

The balance sheet total is the sum of ‘Net amounts reported on the balance sheet’ that are subject to enforceable netting arrangements and ‘Amounts not subject to enforceable
netting arrangements’.

Repurchase and Reverse Repurchase agreements include instruments at amortised cost and instruments designated at fair value through profit and loss. Reverse Repurchase
agreements and other similar secured lending of £86,685m (2015: £71,385m) is split by fair value £63,744m (2015: £42,582m) and amortised cost £22,941m (2015: £28,803m).
Repurchase agreements and other similar secured borrowing of £88,980m (2015: £71,622m) is split by fair value £59,754m (2015: £45,458m) and amortised cost £22,226m
(2015: £26,164m).

o

a n

™

Derivative assets and liabilities

The ‘Financial instruments’ column identifies financial assets and liabilities that are subject to set off under netting agreements, such as the ISDA
Master Agreement or derivative exchange or clearing counterparty agreements, whereby all outstanding transactions with the same counterparty
can be offset and close-out netting applied across all outstanding transactions covered by the agreements if an event of default or other
predetermined events occur.

Financial collateral refers to cash and non-cash collateral obtained, typically daily or weekly, to cover the net exposure between counterparties by
enabling the collateral to be realised in an event of default or if other predetermined events occur.
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18 Offsetting financial assets and financial liabilities continued

Repurchase and reverse repurchase agreements and other similar secured lending and borrowing

The ‘Amounts offset’ column identifies financial assets and liabilities that are subject to set off under netting agreements, such as global master
repurchase agreements and global master securities lending agreements, whereby all outstanding transactions with the same counterparty can be
offset and close-out netting applied across all outstanding transactions covered by the agreements if an event of default or other predetermined
events occur.

Financial collateral typically comprises highly liquid securities which are legally transferred and can be liquidated in the event of counterparty
default.

These offsetting and collateral arrangements and other credit risk mitigation strategies used by the Group are further explained in the Credit risk
mitigation section on page 67.
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The notes included in this section focus on assets that are held at amortised cost arising from the Group’s retail
and wholesale lending including loans and advances, finance leases, repurchase and reverse repurchase
agreements and similar secured lending. Detail regarding the Group’s capital and liquidity position can be found
on pages 115 to 140.

19 Loans and advances to banks and customers

Accounting for financial instruments held at amortised cost

Loans and advances to customers and banks, customer accounts, debt securities and most financial liabilities, are held at amortised cost. That is,
the initial fair value (which is normally the amount advanced or borrowed) is adjusted for repayments and the amortisation of coupon, fees and
expenses to represent the effective interest rate of the asset or liability.

In accordance with IAS 39, where the Group no longer intends to trade in financial assets it may transfer them out of the held for trading
classification and measure them at amortised cost if they meet the definition of a loan. The initial value used for the purposes of establishing
amortised cost is fair value on the date of the transfer.

The Group The Bank

2016 2015 2016 2015
As at 31 December £m £m £m £m
Gross loans and advances to banks 43,634 41,829 43,964 62,201
Loans and advances to banks 43,634 41,829 43,964 62,201
Gross loans and advances to customers 397,403 404,138 434,377 398,488
Less: allowance for impairment (4,620) (4,921) (3,253) (3,281)
Loans and advances to customers 392,783 399,217 431,124 395,207

Included within the carrying value of gross loans and advances to customers are effective interest rate adjustments of £1,028m (2015: £917m). Of
the total balance deferred, £649m (2015: £424m) relate to costs, such as co-brand partner fees, incurred to originate credit card balances.

20 Finance leases

Accounting for finance leases

The Group applies IAS 17 Leases in accounting for finance leases, both where it is the lessor or the lessee. A finance lease is a lease which confers
substantially all the risks and rewards of the leased assets on the lessee. Where the Group is the lessor, the leased asset is not held on the balance
sheet; instead a finance lease receivable is recognised representing the minimum lease payments receivable under the terms of the lease,
discounted at the rate of interest implicit in the lease. Where the Group is the lessee, the leased asset is recognised in property, plant and equipment
and a finance lease liability is recognised, representing the minimum lease payments payable under the lease, discounted at the rate of interest
implicit in the lease.

Interest income or expense is recognised in interest receivable or payable, allocated to accounting periods to reflect a constant periodic rate of
return.

Finance lease receivables

Finance lease receivables are included within loans and advances to customers. The Group specialises in asset-based lending and works with a
broad range of international technology, industrial equipment and commercial companies to provide customised finance programmes to assist
manufacturers, dealers and distributors of assets.
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20 Finance leases continued

2016 2015
Present value Present value
Gross of minimum Gross of minimum
investment in Future lease Un- investmentin Future lease Un-
finance lease finance payments guaranteed  finance lease finance payments guaranteed
receivables income receivable residual values receivables income receivable residual values
fm fm fm fm £m £m £m £m
The Group
Not more than one year 646 (37) 609 60 1,826 (230) 1,596 117
Over one year but not more than five years 986 (57) 929 132 3,569 (555) 3,014 275
Over five years 73 (4) 69 19 224 (32) 192 21
Total 1,705 (98) 1,607 211 5,619 (817) 4,802 413
The Bank
Over one year but not more than five years - - - - 1 - 1 -
Over five years - - - - 1 - 1 -
Total - - - - 2 - 2 -

The decrease in finance lease receviables is primarily driven by BAGL balances now being classified as held for sale. The impairment allowance for
uncollectable finance lease receivables amounted to £6m (2015: £56m).

Finance lease liabilities
The Group leases items of property, plant and equipment on terms that meet the definition of finance leases. Finance lease liabilities are included
within accruals, deferred income and other liabilities (see Note 25 Accruals, deferred income and other liabilities).

As at 31 December 2016, the total future minimum payments under finance leases were £15m (2015: £nil) and the total future minimum
payments under finance leases for The Bank were £nil (2015: £nil). The carrying amount of assets held under finance leases was £15m (2015: £nil).

21 Reverse repurchase and repurchase agreements including other similar lending and borrowing

Reverse repurchase agreements (and stock borrowing or similar transaction) are a form of secured lending whereby the Group provides a loan or
cash collateral in exchange for the transfer of collateral, generally in the form of marketable securities subject to an agreement to transfer the
securities back at a fixed price in the future. Repurchase agreements are where the Group obtains such loans or cash collateral, in exchange for the
transfer of collateral.

Accounting for reverse repurchase and repurchase agreements including other similar lending and borrowing

The Group purchases (a reverse repurchase agreement) or borrows securities subject to a commitment to resell or return them. The securities are
not included in the balance sheet as the Group does not acquire the risks and rewards of ownership. Consideration paid (or cash collateral
provided) is accounted for as a loan asset at amortised cost, unless it is designated at fair value through profit and loss.

The Group may also sell (a repurchase agreement) or lend securities subject to a commitment to repurchase or redeem them. The securities are
retained on the balance sheet as the Group retains substantially all the risks and rewards of ownership. Consideration received (or cash collateral
provided) is accounted for as a financial liability at amortised cost, unless it is designated at fair value through profit and loss.

The Group The Bank
2016 2015 2016 2015
£fm £m fm £m

Assets
Banks 2,769 8,954 345 4,762
Customers 10,685 19,233 22,596 24,041
Reverse repurchase agreements and other similar secured lending at amortised
cost? 13,454 28,187 22,941 28,803
Liabilities
Banks 12,820 13,952 10,024 7,052
Customers 6,940 11,083 19,202 19,112
Repurchase agreements and other similar secured borrowing at amortised
cost? 19,760 25,035 29,226 26,164
Note

a New reverse repurchase and repurchase agreements including other similar lending and borrowing in certain businesses have been designated at fair value following a change in
accounting treatment implemented in 2015 to better align to the way the business manages the portfolio’s risk and performance (see Notes 13 and 16 for further detail).
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The notes included in this section focus on the Group’s non-current tangible and intangible assets and property, plant
and equipment, which provide long term future economic benefits.

22 Property, plant and equipment

Accounting for property, plant and equipment
The Group applies IAS 16 Property Plant and Equipment and IAS 40 Investment Properties.

Property, plant and equipment is stated at cost, which includes direct and incremental acquisition costs less accumulated depreciation and
provisions for impairment, if required. Subsequent costs are capitalised if these result in the enhancement to the asset.

Depreciation is provided on the depreciable amount of items of property, plant and equipment on a straight-line basis over their estimated useful
economic lives. Depreciation rates, methods and the residual values underlying the calculation of depreciation of items of property, plant and
equipment are kept under review to take account of any change in circumstances. The Group uses the following annual rates in calculating
depreciation:

Annual rates in calculating depreciation Depreciation rate

Freehold land Not depreciated

Freehold buildings and long-leasehold property (more than 50 years to run) 2-3.3%

Leasehold property over the remaining life of the lease (less than 50 years to run) Over the remaining life of the lease
Costs of adaptation of freehold and leasehold property 6-10%

Equipment installed in freehold and leasehold property 6-10%

Computers and similar equipment 17-33%

Fixtures and fittings and other equipment 9-20%

Where leasehold property has a remaining useful life of less than 17 years, costs of adaptation and installed equipment are depreciated over the
remaining life of the lease.

Investment property

The Group initially recognises investment property at cost, and subsequently at fair value at each balance sheet date reflecting market conditions at
the reporting date. Gains and losses on re-measurement are included in the income statement.
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22 Property, plant and equipment continued

The Group The Bank
Investment Leased Investment
property Property Equipment assets Total property Property Equipment Total
£m fm fm £m £m fm fm £m £m

Cost
As at 1 )anuary 2016 140 3,919 4,259 62 8,380 13 2,151 2,080 4,244
Additions - 151 337 - 488 - 116 200 316
Disposals? (6) (1,061) (1,556) - (2,623) - (666) (136) (802)
Change in fair value of
investment properties - - - - - - - - -
Exchange and other movementsb (53) 92 (178) (52) (191) 2 (19) 65 48
As at 31 December 2016 81 3,101 2,862 10 6,054 15 1,582 2,209 3,806
Accumulated depreciation and
impairment
As at 1 )January 2016 - (1,697) (3,177) (38) (4,912) - (1,119) (1,623) (2,742)
Depreciation charge - (180) (313) - (493) - (107) (182) (289)
Disposals - 795 1,155 - 1,950 - 631 82 713
Exchange and other movements - (230) 68 29 (133) - 26 (60) (34)
As at 31 December 2016 - (1,312) (2,267) (9) (3,588) - (569) (1,783) (2,352)
Net book value 81 1,789 595 1 2,466 15 1,013 426 1,454
Cost
As at 1 January 2015 207 4,054 4,350 10 8,621 16 2,131 2,079 4,226
Additions 13 385 405 49 852 - 116 140 256
Disposals (84) (363) (232) - (679) - (45) (100) (145)
Change in fair value of
investment properties 10 - - - 10 (2) - - (2)
Exchange and other movements (6) (157) (264) 3 (424) (1) (51) (39) (91)
As at 31 December 2015 140 3,919 4,259 62 8,380 13 2,151 2,080 4,244
Accumulated depreciation and
impairment
As at 1 )anuary 2015 - (1,669) (3,157) 9) (4,835) - (1,076) (1,549) (2,625)
Depreciation charge - (181) (373) - (554) - (96) (178) (274)
Disposals - 144 159 - 303 - 38 71 109
Exchange and other movements - 9 194 (29) 174 - 15 33 48
As at 31 December 2015 - (1,697) (3,177) (38) (4,912) - (1,119) (1,623) (2,742)
Net book value 140 2,222 1,082 24 3,468 13 1,032 457 1,502

Property rentals of £7m (2015: £9m; 2014: £5m) and £6m (2015: £9m; 2014: £14m) have been included in net investment income and other
income respectively. Impairment of £19m (2015: £38m; 2014: £61m) was charged in the period.

The fair value of investment property is determined by reference to current market prices for similar properties, adjusted as necessary for condition
and location, or by reference to recent transactions updated to reflect current economic conditions. Discounted cash flow techniques may be
employed to calculate fair value where there have been no recent transactions, using current external market inputs such as market rents and
interest rates. Valuations are carried out by management with the support of appropriately qualified independent valuers. Refer to Note 17 Fair
value of assets and liabilities for further details.

Note

a Cost and depreciation disposals include £0.9bn relating to fully depreciated assets that are no longer in use. There is no impact on the net book value.

b Includes property, plant and equipment relating to BAGL of £627m (Cost of £1,066m and Accumulated depreciation of £439m) which was reclassified to held for sale following
Barclays announcement to reduce its share in BAGL.
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23 Goodwill and intangible assets

Accounting for goodwill and other intangible assets
Goodwill
The carrying value of goodwill is determined in accordance with IFRS 3 Business Combinations and IAS 36 Impairment of Assets.

Goodwill arises on the acquisition of subsidiaries, associates and joint ventures, and represents the excess of the fair value of the purchase
consideration over the fair value of the Group’s share of the assets acquired and the liabilities and contingent liabilities assumed on the date of the
acquisition.

Goodwill is reviewed annually for impairment, or more frequently when there are indications that impairment may have occurred. The test involves
comparing the carrying value of goodwill with the present value of the pre tax cash flows, discounted at a rate of interest that reflects the inherent
risks, of the cash generating unit (CGU) to which the goodwill relates, or the CGU’s fair value if this is higher.

Intangible assets
Intangible assets other than goodwill are accounted for in accordance with IAS 38 Intangible Assets.

Intangible assets include brands, customer lists, internally generated software, other software, licences and other contracts and core deposit
intangibles. They are initially recognised when they are separable or arise from contractual or other legal rights, the cost can be measured reliably
and, in the case of intangible assets not acquired in a business combination, where it is probable that future economic benefits attributable to the
assets will flow from their use.

Intangible assets are stated at cost (which is, in the case of assets acquired in a business combination, the acquisition date fair value) less
accumulated amortisation and provisions for impairment, if any, and are amortised over their useful lives in a manner that reflects the pattern to
which they contribute to future cash flows, generally using the amortisation periods set out below:

Annual rates in calculating amortisation Amortisation period
Goodwill Not amortised
Internally generated softwarea 12 months to 6 years
Other software 12 months to 6 years
Core deposits intangibles 12 months to 25 years
Brands 12 months to 25 years
Customer lists 12 months to 25 years
Licences and other 12 months to 25 years

Intangible assets are reviewed for impairment when there are indications that impairment may have occurred.
Note

a Exceptions to the above rate relates to useful lives of certain core banking platforms that are assessed individually and, if appropriate, amortised over longer periods ranging from
10 to 15 years.
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23 Goodwill and intangible assets continued

Internally
generated Core deposit Licenses and
Goodwill software Other software intangibles Brands Customer lists other Total
£m fm fm £fm £fm fm £m fm

The Group
Cost
As at 1 January 2016 5,603 4,112 542 146 86 1,665 471 12,625
Additions and disposals (125) 446 (51) - - 59 78 407
Exchange and other movementsa (681) (136) (341) (140) (86) (16) (4) (1,404)
As at 31 December 2016 4,797 4,422 150 6 - 1,708 545 11,628
Accumulated amortisation and
impairment
As at 1 )anuary 2016 (998) (1,634) (212) (75) (86) (1,081) (317) (4,403)
Disposals 77 235 38 - - 14 12 376
Amortisation charge - (463) (39) - - (129) (29) (660)
Impairment charge - (74) (1) - - - (1) (76)
Exchange and other movementsa (9) 270 105 69 86 (36) (2) 483
As at 31 December 2016 (930) (1,666) (109) (6) - (1,232) (337) (4,280)
Net book value 3,867 2,756 11 - - 476 208 7,348
The Bank
Cost
As at 1 January 2016 4,214 2,568 333 5 - 114 129 7,363
Additions and disposals - 708 (6) - - - (7) 695
Exchange and other movements 26 75 (268) 1 - 2 (67) (231)
As at 31 December 2016 4,240 3,351 59 6 - 116 55 7,827
Accumulated amortisation and
impairment
As at 1 )anuary 2016 (817) (959) (95) (5) - (87) (60) (2,023)
Disposals - 45 - - - - - 45
Amortisation charge - (275) (2) - - (7) (5) (289)
Impairment charge - (11) (1) - - - (1) (13)
Exchange and other movements (10) 31 54 (1) - (2) 32 104
As at 31 December 2016 (827) (1,169) (44) (6) - (96) (34) (2,176)
Net book value 3,413 2,182 15 - - 20 21 5,651

Note

a Includes goodwill and intangibles relating to BAGL of £1.1bn which was reclassified to held for sale following Barclays announcement to reduce its share in BAGL.
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23 Goodwill and intangible assets continued

Internally
generated Core deposit Licences and
Goodwill software Other software intangibles Brands Customer lists other Total
fm £m £m £m £m £m £fm £m
The Group
Cost
As at 1 January 2015 6,329 3,240 482 186 112 1,721 447 12,517
Additions and disposals (515) 998 75 - - - 18 576
Exchange and other movements (211) (126) (15) (40) (26) (56) 6 (468)
As at 31 December 2015 5,603 4,112 542 146 86 1,665 471 12,625
Accumulated amortisation and
impairment
As at 1 January 2015 (1,442) (1,257) (194) (88) (117) (962) (283) (4,337)
Disposals 518 128 2 - - - 3 651
Amortisation charge - (421) 17) (6) - (143) (30) (617)
Impairment charge (102) (1071) (1) (1) - (12) - (217)
Exchange and other movements 28 17 (2) 20 25 36 (7) 117
As at 31 December 2015 (998) (1,634) (212) (75) (86) (1,081) (317) (4,403)
Net book value 4,605 2,478 330 71 - 584 154 8,222
The Bank
Cost
As at 1 January 2015 4,274 2,029 281 5 - 115 116 6,820
Additions and disposals (50) 588 56 - - - 16 610
Exchange and other movements (10) (49) (4) - - (1) (3) (67)
As at 31 December 2015 4,214 2,568 333 5 - 114 129 7,363
Accumulated amortisation and
impairment
As at 1 )anuary 2015 (817) (822) (99) (4) - (77) (56) (1,875)
Disposals 50 127 2 - - - 3 182
Amortisation charge - (226) (M - - 9) 9) (245)
Impairment charge (56) (42) (1) (1) - (2) - (102)
Exchange and other movements 6 4 4 - - 1 2 17
As at 31 December 2015 (817) (959) (95) (5) - (87) (60) (2,023)
Net book value 3,397 1,609 238 - - 27 69 5,340
Goodwill
Goodwill is allocated to business operations according to business segments as follows:
The Group The Bank
2016 2015 2016 2015
£fm £m £fm £m
Barclays UK 3,526 3,621 3,318 3,397
Barclays International 341 258 95 -
Africa Banking - 703 - -
Barclays Non Core - 23 - -
Total net book value of goodwill 3,867 4,605 3,413 3,397
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23 Goodwill and intangible assets continued

Critical accounting estimates and judgements

Goodwill

Testing goodwill for impairment involves a significant amount of judgement. This includes the identification of independent CGUs and the
allocation of goodwill to these units based on which units are expected to benefit from the acquisition. The allocation is reviewed following
business reorganisations. Cash flow projections necessarily take into account changes in the market in which a business operates including the
level of growth, competitive activity, and the impacts of regulatory change. Determining both the expected pre-tax cash flows and the risk adjusted
interest rate appropriate to the operating unit requires the exercise of judgement. The estimation of pre-tax cash flows is sensitive to the periods for
which detailed forecasts are available and to assumptions regarding long-term sustainable cash flows.

Other intangible assets

Determining the estimated useful lives of intangible assets (such as those arising from contractual relationships) requires an analysis of
circumstances. The assessment of whether an asset is exhibiting indicators of impairment as well as the calculation of impairment, which requires
the estimate of future cash flows and fair values less costs to sell, also requires the preparation of cash flow forecasts and fair values for assets that
may not be regularly bought and sold.

Impairment testing of goodwill

During 2016, the Group recognised an impairment charge of £nil (2015: £102m). The impairment charge of £102m recognised in 2015 related to
Non-Core and the withdrawal of the Bespoke product in Barclaycard UK which was as a result of the recoverable amount of the goodwill relating to
these businesses not being supported based on the value in use calculations.

Key assumptions
The key assumptions used for impairment testing are set out below for each significant goodwill balance. Other goodwill of £737m (2015: £881m)
was allocated to multiple CGUs which are not considered individually significant.

Barclays UK

Goodwill relating to Woolwich in Personal Banking and Business Banking was £3,130m (2015: £3,130m) of the total Barclays UK balance. The
carrying value of the CGU has been determined by using net asset value. The recoverable amount of the CGU has been determined using cash flow
predictions based on financial budgets approved by management and covering a five-year period, with a terminal growth rate of 2.0% (2015:
2.4%) applied thereafter. The forecast cash flows have been discounted at a pre-tax rate of 14.6% (2015: 11.4%). Based on these assumptions, the
recoverable amount exceeded the carrying amount including goodwill by £4,130m (2015: £14,097m). A one percentage point change in the
discount rate or terminal growth rate would increase or decrease the recoverable amount by £988m (2015: £2,775m) and £615m (2015: £2,109m)
respectively. A reduction in the forecast cash flows of 10% per annum would reduce the recoverable amount by £1,293m (2015: £2,789m).

The headroom reflects changes made to the CGU in Barclays UK as part of the business reorganisation in 2016. The reduction in headroom in 2016
reflects changes in discount rate and future cash flows projections.
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24 Operating leases

Accounting for operating leases

The Group applies IAS 17 Leases, for operating leases. An operating lease is a lease where substantially all of the risks and rewards of the leased
assets remain with the lessor. Where the Group is the lessor, lease income is recognised on a straight-line basis over the period of the lease unless
another systematic basis is more appropriate. The Group holds the leased assets on balance sheet within property, plant and equipment.

Where the Croup is the lessee, rentals payable are recognised as an expense in the income statement on a straight-line basis over the lease term
unless another systematic basis is more appropriate.

Operating lease receivables
The Group acts as lessor, whereby items of plant and equipment are purchased and then leased to third parties under arrangements qualifying as
operating leases. The future minimum lease payments expected to be received under non-cancellable operating leases was £nil (2015: £1m).

Operating lease commitments

The Group leases various offices, branches and other premises under non-cancellable operating lease arrangements. With such operating lease
arrangements, the asset is kept on the lessor’s balance sheet and the Group reports the future minimum lease payments as an expense over the
lease term. The leases have various terms, escalation and renewal rights. There are no contingent rents payable.

Operating lease rentals of £560m (2015: £411m) have been included in administration and general expenses.

The future minimum lease payments by the Group under non-cancellable operating leases are as follows:

The Group The Bank
2016 2015 2016 2015

Property Equipment Property Equipment Property Equipment Property Equipment

£fm £m £m £m £m fm £fm £m

Not more than one year 364 - 376 1 205 - 194 -
Over one year but not more than five years 974 23 1,127 11 619 23 622 11
Over five years 1,520 - 1,874 - 787 - 908 -
Total 2,858 23 3,377 12 1,611 23 1,724 11

Total future minimum sublease payments to be received under non-cancellable subleases was £2m (2015: £1m) for The Group and £nil (2015:
£nil) for The Bank.
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The notes included in this section focus on the Group’s accruals, provisions and contingent liabilities. Provisions are
recognised for present obligations arising as consequences of past events where it is probable that a transfer of
economic benefit will be necessary to settle the obligation, and it can be reliably estimated. Contingent liabilities
reflect potential liabilities that are not recognised on the balance sheet.

25 Accruals, deferred income and other liabilities

Accounting for insurance contracts

The Group applies IFRS 4 Insurance Contracts to its insurance contracts. An insurance contract is a contract that compensates a third party against
a loss from non-financial risk. Some wealth management and other products, such as life assurance contracts, combine investment and insurance
features; these are treated as insurance contracts when they pay benefits that are at least 5% more than they would pay if the insured event does
not occur.

Insurance liabilities include current best estimates of future contractual cash flows, claims handling, and administration costs in respect of claims.
Liability adequacy tests are performed at each balance sheet date to ensure the adequacy of contract liabilities. Where a deficiency is highlighted by
the tests, insurance liabilities are increased with any deficiency being recognised in the income statement.

Insurance premium revenue is recognised in the income statement in the period earned, net of reinsurance premiums payable, in net premiums
from insurance contracts. Increases and decreases in insurance liabilities are recognised in the income statement in net claims and benefits on
insurance contracts.

The Group The Bank
2016 2015 2016 2015
fm fm £m £fm
Accruals and deferred income 3,690 4,271 2,006 1,903
Other Creditors 5,203 3,772 13,111 15,876
Obligations under finance leases (see Note 20) 6 - 1 -
Insurance contract liabilities including unit-linked liabilities 52 2,569 - -
Accruals, deferred income and other liabilities 8,951 10,612 15,118 17,779

Accruals and deferred income decreased by 14% to £3.7bn mainly due to the sale of Group Service Company from BBPLC to BPLC for £0.7bn
which partially offsets with £0.2bn increase in accruals towards staff costs and administrative and general costs accrued as at 31 December 2016.

Insurance Liabilities relating to the Group’s long term business have decreased by £2.5bn primarily driven by Non —Core entities being classified as
Held for Sale. Insurance contract liabilities associated with the Group’s short term business are £52m (2015: £115m). The maximum amounts
payable under all of the Group’s insurance products, ignoring the probability of insured events occurring and the contribution from investments
backing the insurance policies, were £0.4bn (2015: £65bn) or £0.2bn (2015: £49bn) after reinsurance. The decrease in the maximum amounts
payable is primarily due to BAGL which has been classified as held for sale in 2016.

The impact to the income statement and equity under a reasonably possible change in the assumptions used to calculate the insurance liabilities
would be £2m (2015: £1m).
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26 Provisions

Accounting for provisions
The Group applies IAS 37 Provisions, Contingent Liabilities and Contingent Assets in accounting for non-financial liabilities.

Provisions are recognised for present obligations arising as consequences of past events where it is more likely than not that a transfer of
economic benefit will be necessary to settle the obligation, which can be reliably estimated. Provision is made for the anticipated cost of
restructuring, including redundancy costs when an obligation exists; for example, when the Group has a detailed formal plan for
restructuring a business and has raised valid expectations in those affected by the restructuring by announcing its main features or starting
to implement the plan. Provision is made for undrawn loan commitments if it is probable that the facility will be drawn and result in the
recognition of an asset at an amount less than the amount advanced.

Undrawn Conduct redress
contractually Legal,
committed competition
facilities and Payment Other and
Onerous Redundancy and guarantees protection customer regulatory Sundry
contracts restructuring provided insurance redress matters provisions Total
fm £fm £fm £m fm fm fm fm
The Group
As at 1 January 2016 141 186 60 2,106 896 489 264 4,142
Additions 311 330 64 1,000 297 212 205 2,419
Amounts utilised (39) (263) (1) (1,127) (396) (254) (84) (2,164)
Unused amounts reversed (49) (59) (56) - (93) (27) (36) (320)
Exchange and other movements (153) (24) - - 8 35 (34) (168)
As at 31 December 2016 211 170 67 1,979 712 455 315 3,909
The Bank
As at 1 January 2016 98 148 58 1,995 810 370 202 3,681
Additions 119 147 63 1,000 228 108 128 1,793
Amounts utilised (37) (114) (1) (1,094) (347) (133) (75) (1,801)
Unused amounts reversed (13) (49) (55) - (70) (12) (20) (219)
Exchange and other movements - 12 3 23 (13) 31 5 61
As at 31 December 2016 167 144 68 1,924 608 364 240 3,515

Provisions expected to be recovered or settled within no more than 12 months after 31 December 2016 were £2,001m (2015: £2,113m) and for
The Bank were £1,760m (2015: £1,831m).

Onerous contracts
Onerous contract provisions comprise an estimate of the costs involved with fulfilling the terms and conditions of contracts where the liability is
higher than the amount of economic benefit to be received.

Redundancy and restructuring

These provisions comprise the estimated cost of restructuring, including redundancy costs where an obligation exists. Additions made during the
year relate to formal restructuring plans and have either been utilised, or reversed, where total costs are now expected to be lower than the
original provision amount.

Undrawn contractually committed facilities and guarantees
Provisions are made if it is probable that a facility will be drawn and the resulting asset is expected to have a realisable value that is less than the
amount advanced.

Customer redress

Customer redress provisions comprise the estimated cost of making redress payments to customers, clients and counterparties for losses or
damages associated with inappropriate judgement in the execution of our business activities. Provisions for other customer redress include
£264m (2015: £290m) in respect of historic pricing practices associated with certain Foreign Exchange transactions for certain customers
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26 Provisions continued
between 2005 and 2012, and smaller provisions across the retail and corporates businesses which are likely to be utilised within the next 12
months.

Sundry provisions
This category includes provisions that do not fit into any of the other categories, such as fraud losses and dilapidation provisions.

Legal, competition and regulatory matters

The Group is engaged in various legal competition and regulatory matters in the UK, US and a number of other overseas jurisdictions, including the
US. For further information in relation to legal proceedings and discussion of the associated uncertainties, see Note 28 Legal, competition and
regulatory matters.

Critical accounting estimates and judgements
Payment Protection Insurance Redress

As at 31 December 2016, Barclays had recognised cumulative provisions totalling £8.44bn (31 December 2015: £7.44bn) against the cost of
Payment Protection Insurance (PPI) redress and associated processing costs with utilisation of £6.46bn (31 December 2015: £5.33bn), leaving a
residual provision of £1.98bn (31 December 2015: £2.11bn).

Through to 31 December 2016, 1.8m (31 December 2015: 1.6m) customer initiated claims2 had been received and processed. The volume of
claims received during 2016 decreased 8%b from 2015. This rate of decline was slower than previously recorded but in line with expectations.

The current provision reflects the estimated costs of PPl redress primarily relating to customer initiated complaints and ongoing remediation
programmes. This also includes liabilities managed by third parties arising from portfolios previously sold where Barclays remains liable.

As at 31 December 2016, the provision of £1.98bn represents Barclays’ best estimate of expected PPI redress reflecting the revised complaints
deadline proposed in Financial Conduct Authority (FCA) consultation paper 16/20 issued on 2 August 2016. However, it is possible the eventual
outcome may differ from the current estimate. We will continue to review the adequacy of provision level in respect of the ongoing level of
complaints.

The PPI provision is calculated using a number of key assumptions which continue to involve significant management judgement and modelling:

= customer initiated claim volumes — claims received but not yet processed plus an estimate of future claims initiated by customers
where the volume is anticipated to cease after half- year 2019

= average claim redress — the expected average payment to customers for upheld claims based on the type and age of the
policy/policies

= processing cost per claim — the cost to Barclays of assessing and processing each valid claim.

These assumptions remain subjective, in particular due to the uncertainty associated with future claims levels, which include complaints driven by
Claims Management Company (CMC) activity.

The current provision represents Barclays’ revised best estimate of all future expected costs of PPI redress based on the information available at
year end.

The following table details actual data through to 31 December 2016, key forecast assumptions used in the provision calculation and a sensitivity
analysis illustrating the impact on the provision if the future expected assumptions prove too high or too low.

Sensitivity Analysis

Assumption Cumulative actual t031.12.16 Future Expected increase/decrease in provision
Customer initiated claims received and processed? 1,840k 650k 50k = £100m
Average uphold rate per claim¢ 87% 83% 1% =£15m
Average redress per valid claimd £2,137 £1,950 £100=£74m
Processing cost per claime £410 £350 50k =£17m
Notes

a Total claims received directly by Barclays to date, including those received via CMCs but excluding those for which no PPI policy exists and excluding responses to
proactive mailing.

b Gross volumes received including no PPI.

¢ Average uphold rate per customer initiated claims received directly by Barclays and proactive mailings, excluding those for which no PPI policy exists.

d Average redress stated on a per policy basis for future customer initiated complaints received directly by Barclays and proactive mailings.

e Processing cost per claim on an upheld complaints basis, includes direct staff costs and associated overheads.
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27 Contingent liabilities and commitments

Accounting for contingent liabilities

Contingent liabilities are possible obligations whose existence will be confirmed only by uncertain future events, and present obligations where the
transfer of economic resources is uncertain or cannot be reliably measured. Contingent liabilities are not recognised on the balance sheet but are

disclosed unless the outflow of economic resources is remote.

The following table summarises the nominal principal amount of contingent liabilities and commitments which are not recorded on balance sheet:

The Group The Bank

Contingent liabiltiies and commitments excluding BAGL 2016 2015 2016 2015

fm £m fm fm
Guarantees and letters of credit pledged as collateral security 15,303 16,065 22,138 20,327
Performance guarantees, acceptances and endorsements 4,636 4,556 4,624 4,312
Contingent liabilities 19,939 20,621 26,762 24,639
Documentary credits and other short-term trade related transactions 1,005 845 979 693
Forward starting reverse repurchase agreements? 24 93 1 14
Standby facilities, credit lines and other commitments 302,657 281,369 240,111 222,141

Contingent liabilities and commitments exclude BAGL balances of £17.5bn for 2016 now disclosed as held for sale.

The Financial Services Compensation Scheme

The Financial Services Compensation Scheme (the FSCS) is the UK’s government-backed compensation scheme for customers of authorised
institutions that are unable to pay claims. It provides compensation to depositors in the event that UK licensed deposit-taking institutions are
unable to meet their claims. The FSCS raises levies on UK licensed deposit-taking institutions to meet such claims based on their share of UK
deposits on 31 December of the specified years preceding the scheme year (which runs from 1 April to 31 March).

Compensation has previously been paid out by the FSCS, funded by loan facilities totalling approximately £18bn provided by HM Treasury to FSCS
in support of FSCS’s obligations to the depositors of banks declared in default. The interest rate chargeable on the loan and levied to the industry is
subject to a floor equal to the higher of HM Treasury’s own cost of borrowing (typically 2024 UK Gilt yield), and GBP LIBOR with 12-month maturity
plus 100 basis points. The FSCS recovered £1bn capital shortfall in respect of the legacy facility from industry in three instalments across 2013,
2014 and 2015. A separate shortfall in respect of Dunfermline Building Society was levied on the industry in both 2014, 2015 and fully recovered in
2016.The FSCS liability for the interest and capital levy for 2016/17 has been recognised in 2016. Barclays has included an accrual of £55m in
other liabilities as at 31 December 2016 (2015: £56m) in respect of the Barclays portion of the Interest Levy.

Further details on contingent liabilities relating to legal and competition and regulatory matters can be found in Note 28.
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28 Legal, competition and regulatory matters

Legal, competition and regulatory matters

Barclays PLC, Barclays Bank PLC and the Group face legal, competition and regulatory challenges, many of which are beyond our control. The
extent of the impact on Barclays PLC, Barclays Bank PLC and the Group of these matters cannot always be predicted but may materially impact our
operations, financial results, condition and prospects. Matters arising from a set of similar circumstances can give rise to either a contingent liability
or a provision, or both, depending on the relevant facts and circumstances. The Group has not disclosed an estimate of the potential financial effect
on the Group of contingent liabilities where it is not currently practicable to do so.

Investigations into certain advisory services agreements and civil action

The United Kingdom (UK) Serious Fraud Office (SFO), the Financial Conduct Authority (FCA), the US Department of Justice (DOJ) and the US
Securities and Exchange Commission (SEC) have been conducting investigations into certain advisory services agreements entered into by Barclays
Bank PLC.

Background Information

Barclays Bank PLC entered into two advisory services agreements with Qatar Holding LLC (Qatar Holding) in June and October 2008. The FCA
subsequently commenced an investigation into whether these agreements may have related to Barclays PLC’s capital raisings in June and
November 2008 (the Capital Raisings). The existence of the June 2008 advisory services agreement was disclosed, but the entry into the advisory
services agreement in October 2008 and the fees payable under both agreements, which amounted to a total of £322m payable over a period of
five years, were not disclosed in the announcements or public documents relating to the Capital Raisings.

In September 2013, the FCA issued warning notices (the Notices) finding that while, Barclays PLC and Barclays Bank PLC believed at the time of the
execution of the agreements that there should be at least some unspecified and undetermined value to be derived from them, the primary purpose
of the agreements was not to obtain advisory services but to make additional payments, which would not be disclosed, for the Qatari participation
in the Capital Raisings. The Notices concluded that Barclays PLC and Barclays Bank PLC were in breach of certain disclosure-related listing rules and
Barclays PLC was also in breach of Listing Principle 3 (the requirement to act with integrity towards holders and potential holders of the Company’s
shares). In this regard, the FCA considers that Barclays PLC and Barclays Bank PLC acted recklessly. The financial penalty provided in the Notices
against the Group is £50m. Barclays PLC and Barclays Bank PLC continue to contest the findings.

The SFO has also been conducting an investigation into the agreements, and the Group continues to respond to requests for further information in
that investigation, which is at an advanced stage. The FCA action has been stayed pending the resolution of the SFO investigation.
In addition, the DOJ and the SEC have been conducting investigations relating to the agreements.

In January 2016, PCP Capital Partners LLP and PCP International Finance Limited (PCP) served a claim on Barclays Bank PLC seeking damages of
£721.4m plus interest and costs for fraudulent misrepresentation and deceit, arising from alleged statements made by Barclays Bank PLC to PCP in
relation to the terms on which securities were to be issued to investors, including PCP, in the November 2008 capital raising. Barclays Bank PLC is
defending the claim.

Claimed Amounts/Financial Impact

It is not currently practicable to provide an estimate of the financial impact of the actions described on the Group or what effect that they might
have upon the Group’s operating results, cash flows or financial position in any particular period. PCP has made a claim against Barclays Bank PLC
totalling £721.4m plus interest and costs. This amount does not necessarily reflect Barclays Bank PLC’s potential financial exposure if a ruling were
to be made against it.

Claimed Amounts/Financial Impact

It is not currently practicable to provide an estimate of the financial impact of the actions described on the Group or what effect that they might
have upon the Group’s operating results, cash flows or financial position in any particular period. PCP has made a claim against Barclays Bank PLC
totalling £721.4m plus interest and costs. This amount does not necessarily reflect Barclays Bank PLC’s potential financial exposure if a ruling were
to be made against it.

Investigations into certain business relationships

The DOJ and SEC are undertaking an investigation into whether the Group’s relationships with third parties who assist Barclays PLC to win or retain
business are compliant with the US Foreign Corrupt Practices Act. Certain regulators in other jurisdictions have also been briefed on the
investigations. Separately, the Group is cooperating with the DOJ and SEC in relation to an investigation into certain of its hiring practices in Asia
and elsewhere and is keeping certai