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LEGAL & GENERAL FINANCE PLC
STRATEGIC REPORT

The directors present their Strategic Report on the Company for the year ended 31 December 2015.

Business review

The Company continues to provide funding to other Legal & General group companies. In fulfilling this
role, the Company issues listed debt through Legal & General Group Plc's £3bn Euro Note Programme and
the Company's US $2bn Commercial Paper Programine. All of the Company's issued listed debt under these
programmies is guaranteed by Legal & General Group Ple.

Principal risks and uncertainties

The Company's business involves the acceptance and management of risk. A detailed review of the
Company's exposure to risks, which comprise market risk, credit risk and liquidity risk, together with the
framework for their management and analysis of the exposure of the Company's financial instruments to risk
is set out in note 16. The principal risks and uncertainties facing the Company are:

a) Market infrastiucturc

The Company's investment and fund raising activities are reliant upon the availability of market
infrastructure. The loss of a major financial centre may have a significant effect on the Company's operation
and profitability.

b} Counterparties

A number of major banks operate as counterparties for the investments of the Company. Whilst the
Company ensutes that it only transacts with strongly rated counterpartics and it regularly reviews its
exposures, the financial failure of a significant counterparty could result in disruption and financial loss.

¢) Liquidity and cash flow

Liquidity risk is risk that the Company, though solvent, cither does not have sufficient liquid financial
tesources available to enable it to meet its obligations as they fall due, or can only secure such liquid
financial resources either at an excessive borrowing cost relative to that achieved in the recent past or that
typically payable by a comparably rated borrower or through the sale of illiquid assets at a price
significantly below the fair value of such assets in the recent past. This risk can arise from adverse market
conditions or an unexpected event that causes liquidity stress in other entities within the group.

Financial key performanee indicators

The directors review a range of performance indicators to monitor the performance of the Company. Profit
on ordinary activitics before taxation and net assets arc regarded as the principal key performance
indicators, The profit on ordinary activities before taxation of the Company for 2015 was £1.8m (2014:
£2.3m). Net assets as at 31 December 2015 were £6.1m (2014: £13.0m).

By order of the board:

D e Caniny

I. McCarthy
For and on behalf of Legal & General Co Sec Limited

Company Secretary
14 March 2016
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LEGAL & GENERAL FINANCE PLC
DIRECTORS' REPORT

The directors present their Annual Report together with the audited financial statements of
Legal & General Finance PLC ("the Company') for the year ended 31 December 2015,

Principal activities

The principal activity of the Company throughout the year was to operate as a finance company. The
directors do not envisage any changes in activity for the foreseeable futare.

The Company's prime objective is to provide funding to other Legal & General group companies. It does
this by raising finance from the European capital markets.

The Company has issued the following primary financial instruments as at 31 December 2015 - medium
term notes and commercial paper. The overall objective of issuing these underlying financial instruments is
to achieve a low real cost of funds for the Legal & General group.

The Strategic Report and financial risk management note are on pages 2 and 21 to 25 respectively.
Result for the year and dividend

The results of the Company are set out on page 9. An interim dividend of £8m was paid in the year (2014:
£nil).

Share capital

The Company's authorised share capital is £50,000 (2014: £50,000). There were no changes to the issued
share capital during the financial year.

Directors

The directors of the Company, who served during the year and up to the date of signing the financial
statements, together with their dates of appointment and resignation, where appropriate, are shown below:
P R.Stanworth

E.B. Turley

N.D.Wilson (resigned 12 February 2015)

L.Pilipovic (resigned 12 February 2015)

M. Gregory (Chairman) (appointed 12 February 2015)

A. Price (appointed 12 February 2015)

Directors' Insurance

The immediate and ultimate parent company, Legal & General Group Ple., maintains an appropriate level of
dircctors' and officers’ liability insurance which is reviewed annually.

Directors' indemnities (5236 of the Companies Act 2006)
As penmitied by the Articles of Association, the directors have the benefit of an indemnity which is a

qualitying third party indemnity provision as defined by Section 234 of the Companics Act 2006, The
indemnity was in force throughout the last financial year and is currently in force.
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LEGAL & GENERAL FINANCE PLC
DIRECTORS' REPORT

Internal control and risk management framework

The Board of Directors have overall responsibility for the Company’s systems of risk management and
internal controls, The Company operates within the risk management framework and under the policies,
procedures and internal controls maintained by its parent company.

The Group Audit Committee, in conjunction with the Group Risk Commitiee, assist in ensuring the group
operates within a framework of prudent and effective controls that allows risk to be identified, assessed and
managed. The group’s control policies and procedures are in accordance with the Financial Reporting
Council's guidance on risk management, internal control and related financial and business reporting. The
group’s system of internal control is designed to manage rather than eliminate risk and can only provide
reasonable and not absolute assurance against material loss.

The company adheres to all the practices through a system of timely preparation of management and
financial accounts, internal review of the accounts within finance and a periodic review by Group Internal
Audit. The Company's exposure to financial risks is contained in note 16.

Independent auditors

A resolution to reappoint the auditors, PricewaterhouseCoopers LLP, who have expressed their willingness
to be reappointed, will be proposed at the Annual General Meeting.

Statement of Directors' Responsibilities

The directors are responsible for preparing the Annual Report and Financial Statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors havé prepared the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 "Reduced
Disclosures Framework”, and applicable law). Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period. In preparing these financial statements,
the directors are required to:

« select suitable accounting policies and then apply them consistently;

» make judgements and accounting estinates that are reasonable and prudent;

» state whether applicable UK Accounting Standards, comprising FRS 101 "Reduced Disclosures
Framework", have been followced, subject io any maierial departures disclosed and explained in the

+ prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position
of the company and enable them to cnsure that the financial statements comply with the Companics Act
2006. They are also responsible for safeguarding the assets of the company and hence for taking recasonable
steps for the prevention and detection of fraud and other irregularities.
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LEGAL & GENERAL FINANCE PLC
DIRECTORS' REPORT

Statement of Directors' Responsibilities (continued)

The directors consider that the annual report and accounts, taken as a whole, is fair, balanced and
understandable and provides the information necessary for shareholders to assess a company’s
performance, business model and strategy.

Each of the directors, whose names and functions are listed in the Directors’ Report confirm that, to the
best of their knowledge:

« the financial statements, which have been prepared in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 "Reduced
Disclosures Framework", and applicable law), give a true and fair view of the assets, liabilities, financial

position and profit of the company; and
s the strategic report includes a fair review of the development and performance of the business and the

position of the company, together with a description of the principal risks and uncertainties that it faces.

Disclosure of information to auditors

In accordance with Section 418 of the Companies Act 2006, each of the directors who held office at the
date this report was approved, confirins that:
{a) so far as the director is aware, there is no relevant audit information of which the company’s auditors

are unaware; and
{(b) he has taken all the steps that he ought to have taken as a director in order to make himsclf aware of any

relevant audit information and to establish that the company’s auditors are aware of that information.

By order of the board:

ot (‘m.fz»—ﬁ-/7

I. McCarthy

For and on behalf of Legal & General Co Sec Limited
Company Secretary

14 March 2016
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LEGAL & GENERAL FINANCE PLC
Independent auditors' report to the members of Legal & General Finance PLC

Report on the financial statements
Our opinion

In our opinion, Legal & General Finance PLC’s financial statements (the “financial statements™):

« give a true and fair view of the state of the company’s affairs as at 31 December 2015 and of its profit for
the year then ended;

» have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

* have been prepared in accordance with the requirements of the Companies Act 2006,

What we have audited

The financial statements, included within the Annual Report and Financial Statements {the “Annual
Report™), comprise:

» the Balance Sheet as at 31 December 2015;

+ the Income Statement for the year then ended;

» the Statement of Changes in Equity for the year then ended; and

« the notes to the financial statements, which include a summary of significant accounting policies and other
explanatory information,

The financial reporting framework that has been applied in the preparation of the financial statements is
United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and
applicable law (United Kingdom Generally Accepted Accounting Practice).

In applying the financial reporting framework, the directors have made a number of subjective judgements,
for example in respect of significant accounting estimates. Tn making such estimates, they have made
assumptions and considered future events.

Opinions on matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:
+ the information 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

» 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 company and its 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.
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LEGAL & GENERAL FINANCE PLC
Independent auditors' report to the members of Legal & General Finance PLC

Other matters on which we are required to report by exception
Adequacy of accounting records and informatien and explanations received

Under the Companies Act 2006 we are required to report to you if, in our opinion:

* we have not received all the information and explanations we require for our audit; or

» adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

« the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to repoit arising from this responsibility.

Dircctors' 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 Statement of Directors’ Responsibilities , 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)™), Those
standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in
giving these opinions, accept or assume responsibility for any other purpose ot to any other person to whoin
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in
writing.
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LEGAL & GENERAL FINANCE PLC
Independent auditers' report to the members of Legal & General Finance PLC

Responsibilities for the financial statements and the audit (continued)

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:

« whether the accounting policies are appropriate to the company’s circumstances and have been
consistently applied and adequately disclosed,;

» the reasonableness of significant accounting estimates made by the directors; and

» the overall presentation of the financial statements.

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.

Wmas (1A

{

Thoimas Robb (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London
14 March 2016
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LEGAL & GENERAL FINANCE P1.C
INCOME STATEMENT

For the year ended 31 December 2015

Note

Administrative expenses

Finance and similar income
Group undertakings
Other

Finance and similar costs

Group undertakings

Other I3
Revaluation of investments held at fair value through profit and loss
Profit on ordinary activitics before income tax

Income tax expense 6

Profit on ordinary activities for the year

2015 2014
£m £m
(1.6) 2.7
37.9 38.3
6.6 6.6
44.5 44,9
“4.2) (3.1)
(35.6) (35.8)
(39.8) (38.9)
{1.3) (1.0)
1.8 2.3
©.7) (0.2)
1.1 2.1

All gains and losses which arose during the year have been reflected in the Income Statcment, and arise from

continuing operations.

There is no material difference between the profit on ordinary activities before taxation and the profit for the

financial year stated above and their historical cost equivalents.
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LEGAL & GENERAL FINANCE PLC
BALANCE SHEET

As at 31 December 2015

2338444

Non-Current Assets
Investments

Current Assets

Financial investments
Other receivables

Cash and cash equivalents

Total Assets

Non-Current Liabilities

Borrowings
Current Liabilities

Borrowings
Other payables

Total Liabilities

Net Assets
Equity

Share capital
Retained earnings

Total Equity

Note 2015 2014
£m £m
8 601.2 601.2
9 1,612.5 489.7
10 53.5 286.2
il 56.2 108.0
1,722.2 883.9
23234 1,485.1
13 (597.8) (597.7)
13 (15.2) (73.4)
14 (1,704.3) (801.0)
(1,719.5) (874.4)
(2,317.3) (1,472.1)
6.1 13.0
i2 - -
6.1 13.0
6.1 13.0

The financial statements on pages 9 to 26 were approved by the board of directors on 14 March 2016

and signed on its behalf by:

Andrew Price

Director

Registered number: 02338444
One Coleman Street

London EC2R 5AA

14 March 2016
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LEGAL & GENERAL FINANCE PLC

STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2015

As at | January 2015
Profit for the year
Dividends

As at 31 December 2015

As at 1 January 2014
Profit for the year
As at 31 December 2014

Share Retained Total
capital earnings equity
£m £m fm

- 13.0 13.0

- L1 11
- 3.0) (8.0)

- 0.1 6.1

- 10.9 10.9

- 2.1 2.1

- 13.0 13.0
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LEGAL & GENERAL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies

The main accounting policies of the Company arc as follows, these policies have been consistently applicd
to all the years presented, unless otherwise stated.

{a) Basis of preparation
The financial statements have been prepared on a going concern basis.

The financial statements of Legal & General Finance Plc. have been prepared in accordance with
Financial Reporting Standard 101, 'Reduced Disclosure Framework' (FRS 101). The financial
statements have been prepared under the historical cost convention, as modified by the revaluation of
derivative financial assets and financial liabilities measured at fair value through profit and loss, and
in accordance with the Companies Act 2006,

The preparation of financial statements, in conformity with FRS 101, requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process of
applying the Company's accounting policies. The arcas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates ate significant to the financial statements are
the determination of fair value for unquoted or illiquid financial instruments (Note 9).

The following exemptions from the requirements of IFRS have been applied in the preparation of
these financial statements, in accordance with FRS 101:

- The requirement of paragraphs 6 and 12 of IFRS 1 TFirst-time adoption of International Financial
Reporting Standards' to present an opening Balance Sheet at the date of transition.

- The following paragraphs of TAS 1, 'Presentation of financial statements":

(i) 10(d}, (statement of cash flows);

(i1} 10() (a statement of financial position as at the beginning of the preceding period when an entity
applies an accounting policy rctrospectively or makes a retrospective restatement of items in its
financial statements, or when it reclassifies items in its financial statements);

(iii} 16 (a statement of compliance with all IFRS);

(iv) 38A (requirement for minimum of two primary statements, including cash flow statements);

(v) 38B-D (additional comparative information),

(vi) 40A-D (requirements for a third statement of financial position);

(vii) 111 (cash flow statement information);

(viii) 134-136 (capital management disclosures).

-IAS 7, 'Statement of cash flows';

- Paragraph 30 and 31 of IAS 8 'Accounting policies, changes in accounting estimates and errors'
(requirement for the disclosure of information when an entity has not applicd a new IFRS that has
been issued but is not yet effective); and

The directors and key management of the Company had no material transactions with the Company or
any other group undertakings.

Page 12




LEGAL & GENERAL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

i

(b)

(c)

(d)

(e)

®)

Accounting policies (continucd)
Investment income

Investment income comprises intercst receivable and is recognised using the effective interest rate
method.

Dividend income is recogmised when the right to receive payment is established.
Dividend recognition

A dividend distribution to the Company's sharcholders is recognised as a liability in the period in
which the dividends are authorised and are no longer at the discretion of the Company. Final dividends
are accrued when approved by the Company's shareholders at the general meeting and interim
dividends are recognised when paid.

Foreign currencies

Items included in the financial statements of the Company are measured using the currency of the
primary economic environment in which it operates (the functional currency). The financial statements
are presented in Sterling (£) which is also the Company's functional currency.

Transactions denominated in foreign currencies are translated into the functional currency at the rates
of exchange prevailing at the time of the transactions. Monetary assets and liabilities denominated in
foreign currencies are translated into Sterling at the rates of exchange prevailing at the balance sheet
date. Non-monetary items are maintained at historic rates. All exchange gains or losses are recognised
in the income statement.

Taxation

Current tax comprises tax payable on current period profits, adjusted for non tax deductible or non-
taxable items and any adjustment to tax payable in respect of previous periods. Deferred taxation is
provided in full on all timing differences. Deferred tax assets are recognised to the extent that it is
more likely than not that they will be recovered. Deferred tax asscts and liabilitics arc not discounted.
Investments

The Company classifies its financial investments on initial recognition at fair value through profit and
loss (FVTPL) or as loans and receivables. Initial recognition of financial investments is on the trade

date.

Investments classified as FVTPL are measured at fair value with gaing and losses reflected in the
income statement under Revaluation of investments held at fair value through profit and loss.

Loans and receivables are initially measured at fair value and subsequently held at amortised cost
using the effective interest method,
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LEGAL & GENERAL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

I Accounting policies (continued)
(g) Borrowings
Botrowings are recognised initially at fair value, net of transaction costs, and subsequently stated at

amortised cost. The difference between the proceeds and the redemption value is recognised in the
income statement over the botrowing period as part of the effective interest method.
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LEGAL & GENERAL FINANCE PL.C
NOTES TO THE FINANCIAL STATEMENTS

2 Segmental disclosure

The Company has not made any segmental disclosure as its income is wholly attributable to its
principal activity and is generated in the United Kingdom.

3 Auditors' remuneration

Auditors' remuneration of £37,250 (2014: £30,000) was incurred in the year,
4 Foreign Exchange

Forcign exchange revaluation losses recognised in the income statement were £1.0m (2014:
£0.6m).

5 Employee costs

No incremental emoluments in respect of services to this company were paid to any director nor
were any direct pension contributions paid (2014; £nil). There were no employees during 2015

(2014: nil)
6 Tax on profit en erdinary activitics 2015 2014
£m £m
Current tax
UK corporation tax on profits for the year 0.4 0.2
Adjustments in respect of prior year .3 -
Income tax expense 0.7 0.2

Factors affecting the current tax charge for the year:

The tax assessed for the year is not equal to (2014: not equal to) the standard rate of corporation
tax in the UK for a company (20.25%) (2014: 21.5%). The differences are explained below:

2015 2014
£m £m
Profit on ordinary activities before taxation 1.8 2.3
UK corporation tax at 20.25% (2014: 21.5%) 0.4 0.5
Effects oft
Adjustments in respect of prior years 0.3 -
Non taxable income - (0.3)
Current income tax expense for the year 0.7 0.2

Factors which may affect future tax charges:

Following the 2015 Finance Act, the rate of corporation tax will reduce progressively to 18% by
b April 2020, To calculate the current tax on profits, the rate of tax used is 20.25% (2014:
21.5%), which is the average rate of corporation tax applicable for the year. The rate of tax used
for the caleulation of deferred tax is 19% or 18% (2014: 20%), depending on which is the rate of
corporation tax that is expected to apply when the differences as mentioned above reverse.
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LEGAL & GENERAL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED

7 Dividends

2015 2014
£m £m
Interim dividend: £160 (2014: £nil) paid per £1 share 8.0 -
8 Investments
2015 2014
£m £m
Loan to group undertaking 601.2 601.2

None of the investments above are past due or impaired. The loan to group undertaking is held at
amortised cost. The fair value of loan is £775.3m (2014: £785.4m).

9 Financial investments

(a) Financial investments at fair value
The fair values of quoted financial investments arc based on current bid prices. If the market fora
financial investment is not active, the Company establishes fair value by using valuation techniques

such as recent arm's length transactions, consensus market pricing, reference to similar listed
investments or discounted cash flow models.

2015 2014
£m fm

Financial investments at fair value:
Equity securitics 1,455.8 194.7
Debt securities 156.5 294.0
Accrued interest 0.2 0.4
Derivative assels - 0.6
Total financial investments 1,612.5 489.7

All of the financial investments are designated as fair value through profit and loss (FVTPL) other
than derivative asscts which are designated as held for trading (HFT).

None of the financial investments above arc past due or impaired, The equity security investments
are holdings in LLGIM managed funds which invest solely in cash, cash equivalents and debt
securities.

Fair value is the amount for which an asset could be exchanged or a liability settled between
knowledgeable willing parties in an arms length transaction.

Fair valuc measurements are based on observable and unobservable inputs. Observable inputs reflect
matket data obtained from independent sources, while unobservable inputs reflects the Company's
view of market assumptions in the absence of observable market information. The Company utilises
techniques that maximise the use of observable inputs and minimise the use of unobservable inputs.
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LEGAL & GENERAL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

9 Financial investments (continued)

Fair value hierarchy (continued)

The table that follows presents an analysis of the assets held at fair value in accordance with the

measurement technique, defined below:

Level 1: fair values measured using quoted prices (unadjusted) in active markets for identical assets or

liabilities.

Level 2: fair values measured using valuation techniques for all inputs significant to the measurement
other than quoted prices included within Level 1 that are observable for the asset or lability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: fair values measured using valuation techniques for any input for the asset or liability
significant to the measurement that is not bascd on observable market data (unobservable inputs).

Financial assets by hierarchy levels

AL 31 December 2015

Equity securitics

Debt securities

Accrued interest

Total financial investments

Carrying Level 1 Level2 Level 3
value

£m £m £m £m

1,455.8 1,455.8 - -

156.5 5.2 91.8 59.5

0.2 0.1 0.1 -

1,612.5 1,461.1 91.9 59.5

The company’s policy is to re-assess categorisation of financial assets at the end of each year and to

recognise transfers between levels at that point in time.

There was one significant (ransfer in the year between level 2 and level 3 of £56m duc to a debt
security for which the pricing was previously vendor fed, now being broker priced with unknown

methodology (2014: nil).

At 31 December 2014

Equity securities

Debt securities

Accrued interest
Derivative assels

Total financial investments
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Carrying Level 1 Level2 Level3
value
£m £m £m £m
194.7 194.7 - -
294.0 10.1 282.1 1.8
04 - 04 -
0.6 - 0.6 -
489.7 204.8 283.1 1.8




LEGAL & GENERAL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

9

10

11

12

Financial investments (continued)

Assets measured at fair valuc based on level 3

Level 3 assets include a small portion of debt securitics where broker quotes were not supported by

adequate explanations on assumptions used.

Debt Debt
securities securities
2015 2014
£m £m
As at 1 January 1.8 -
Total gains or losses for the year recognised:
- realised and unrealised gains/(losses) in the income statement 1.7 03
- in other comprehensive income - -
Transfers into level 3 56.0 1.5
Transfers out of level 3 - -
Other - -
As at 31 December 59.5 1.8
A shift by +/-5% in broker quotes would impact profit or [oss by £3.0m (2014: £0.1m).
Other receivables
2015 2014
£m £m
Amounts owed by group undertakings 53.5 286.2
None of the receivables above are past due or impaired.
Cash and cash equivalents
2015 2014
£m £m
Cash at bank and in hand 56.2 21.0
Cash equivalents - 87.0
56.2 108.0
Share capital
2015 2014
£ £
Allotted and partly paid:
50,000 (2014: 50,000) £1 ordinary shares partly paid of 25p each 12,500 12,500
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LEGAL & GENERAIL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

13 Borrowings

The fair value of quoted financial debt included in the disclosures is based on current offer
prices. If the market for a financial debt is not active, the Company establishes fair value by
using valuation technigues such as recent arm's length transactions, reference to similar listed

debt or discounted cash flow models.

Carrying Coupon Fair  Camrying Coupon Fair

amount rate value amount rate value
2015 2015 2015 2014 2014 2014
£m % £m £m % £m
Core Borrowings
Sterling medium term notes
2031-2041 597.8 5.87 768.7 597.7 5.87 784.6
Operational borrowings
Buro Commercial paper 15.2 0.47 15.2 73.4 0.58 73.4
613.0 783.9 671.1 858.0

£35.4m of interest expense relating to the borrowings above is included in other finance and
similar costs in the Income Statement, the remaining £0.2m relates to legal costs.

The sterting mediwm term notes are senior debt with a face value of £600m issued in the

following tranches:

Issuance Maturity
December 2000 - September 2001 December 2031
April 2001 April 2033
April 2001 April 2041
April 2002 April 2033
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£m %
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LEGAL & GENERAL FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS

13 Borrowings (continued)

Analysis by nature and maturity

At 31 December 2015

Maturity date of undiscounted cash flows

Core Borrowings
Medium term notes
Opcerational borrowings
Euro commercial paper

Contractual undiscounted interest payments

Total contractual undiscounted cash

At 31 December 2014

Carrying Within  1-5 5-15 15-25 Over  Total
Value 1yr yrs yrs yrs  25yrs
£m £m £m £m £m £m £m

597.8 - - - 590.0 10.0 600.0
15.2 15.2 - - - - 15.2
613.0 15.2 - - 590.0 10.0 615.2
352 140.8 3520 68.0 0.0 5%6.0
flows 504 140.8 352.0 658.0 10,0 1,211.2

Maturity date of undiscounted cash flows

Core Borrowings
Medium term notes
Operational borrowings
Euro commercial paper

Contractual undiscounted interest payments

Total contractual undiscounted cash

Carrying Within = 1-5 5-15 1525 Over  Total
Value 1 yr VIS ¥IS yrs 25 yrs
fm £m £m £m £m fm £fm

597.9 - - - 5000 10.0 600.0
734 734 - - - - 73.4
671.1 73.4 - - 5900 10.0 6734
352  140.8 3520 1020 0.6 630.6
flows 108.6  140.8 3520 692.0 10.6  1,304.0
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Other payables

2015 2014

£m £m

Amounts owed to group undertakings 1,691.5 789.8
Accrued interest on medium term notes 10.7 10.7
Income tax payable 0.7 0.2
Derivative Liabilitics 14 0.3
1,704.3 801.0

Amounts owed to group undertalings are unsecured. The derivative liabilities are classified as ievel 2
in the fair value hierarchy.

Parent and holding company

The immediate and ultimate parent company, and the smallest and largest group to consolidate these
financial statements, is Legal & General Group Plc, a company incorporated in England & Wales.
These financiat statements therefore provide information about the Company as an individual
undertaking. Copies of the financial statements of the ultimate holding company, Legal & General
Group Ple, are available on the Group website, www.legalandgeneralgroup.com or from the Company
Secretary at the Registered Office, One Coleman Strect, London, ECZR SAA.

Financial risk management
Management of risk

The Company, in the course of its business activities, is exposed principally fo market, credit and
liquidity risks. As part of the Legal & General Group the Company operates within a formal risk
management framework to ensure that all significant risks are identified and managed.

A risk identification and assessment process is operated to formally evaluate and manage significant
risks to the achievement of the Company's objectives. A standard approach is used to assess risks.
Senior management and the risk revicw functions (scc below) review the output of the assessments.

Control framework

The Company manages its exposure to financial instruments by maintaining an appropriate control
structure, Dealing authority is formally approved by the Group Capital Committee. The Group
Treasurer reports monthly to the Treasury Oversight Group and to the Board of this Company. The
activities of the Group Treasury department arc subject to review via periodic independent reviews
and audits by internal auditors. The internal control framework within the Group Treasury department
includes segregation of duties between dealing and settlement.
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Financial risk management {continned)
Risk review function

The Group's risk review function provides oversight of the risk management processes of the Legal &
Geeneral group companies. Its responsibilities include the evaluation of changes in the business
operating environment and busincss processes, the assessment of these changes on risks to business
and the monitoring of the mitigating actions.

Details of the categories of risk to the Company and high-level management proccsses are set out
below. Legal & General Group policies arc in place setting out the framework for the management of
its key risks, the operation of which are supported by the Group's risk review functions and are
independently confirmed by Group Internal Audit.

Market risk
(a) Currency

Currency risk is the risk arising from fluctuations in exchange rates which may affect assets, liabilities
and any mismatch between the two.

The Company is also potentially exposed to loss as a result of fluctuations in the value of, or income
from, assets denominated in foreign currencies. The Company's objective is to have minimal residual
foreign exchange risk on its assets and liabilities. It achieves this by matching the cuirency of its assets
with those of its borrowings. Where an opportunity exists to borrow in a different currency on an
advantageous basis to that for which funding is actually required, cross currency swaps or forward
foreign exchange contracts are used to convert to the desired currency.

During the year there were no material net exposures.

(b) Interest rate risk

Interest rate risk is the risk arising from fluctuations in interest rates which may affect assets, liabilities
and any mismatch between the two.

The Company's borrowings comprise the current and long term liabilities set out in notes 13 and 14.
All of the Company's borrowings were fixed rate loans under the medium term note programme
throughout the year and at 31 December 2015, other than a smalf amount at floating rates of interest.
The fixed rate loans were lent to another group company on a fixed rate basis with the same
maturities,

All floating interest rate liabilities have interest rates based on the relevant currency LIBOR
equivalents.
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Financial risk management (continued)
Market risk (continued)
(b) Intercst rate risk (continued)

A sensitivity analysis of a 100 basis peint increasc or decrease in LIBOR bascd interest rates was
carried out on the financial statements of the Company. There was found to be an immaterial impact of
£0.1m (2014; £0.1m) to the Company's reported results from this movement in interest rates. This
exercise applied the interest rate shift to all balance sheet line items (using the position at 31

December 2015) and calculated the resulting potential change to the income statement.

(¢) Exposure to worldwide equity markets

The only equity security investments held are in funds managed by L&G Investiment Management
Limited which solely invest in cash, cash equivalents and debt securities. The fund is unlisted and
based in the UK. Theretfore there is no underlying exposure on this fund to equity price risk.

Credit risk

Credit risk is the risk that the Company is exposed to loss if another party fails to perform its financial
obligations to the Company.

The investment of sharcholders' monies requires some credit risk to be taken. Credit risk is managed
through the setting and regular review of detailed counterparty credit and concentration limits.
Compliance with these limits for treasury investments is monitored daily. The limits apply to cash
deposits, money market investments, foreign exchange and interest rate management transactions, The
Legal & General Group Ple Group Credit Risk Committee oversees this process.
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Financial risk management (continued)
Credit risk (continued)

The credit risk of the external financial assets based on long term ratings is outlined below.
Ratings are provided by independent rating agencies and the average of these is used.

Exposure to credif risk 2015 2014
£m £m
Government fixed ratc securities:
AAA 5.2 -
AA - -
A - _
BBB _
5.2 -
Other fixed rate securitics:
AAA 5.5 16.7
AA - 12.5
A - _
BBB - -
55 29.2
Variable rate securities;
AAA 45.4 85.5
AA 25.2 78.6
A 75.2 100.7
BBB - -
145.8 264.8
Accrued interest:
AAA 0.1 0.3
AA - -
A 0.1 0.1
BEB - -
0.2 0.4
Cash and cash equivalents:
AAA - -
AA - 3.5
A 1.0 104.5
BBB 55.2 -
56.2 108.0
Derivative assets:
AAA - -
AA - 0.4
A - 0.2
BBB - -
- 0.6
212.9 403.0

Amounts owed by group undertakings have been excluded from the above analysis as the Company

considers that such amounts will be repaid in all reasonably possible circumstances.
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Financial risk management (continued)
Liquidity risk

Liquidity risk is the risk that the Company either does not have sufficient financial resources
available to cnable it to meet its obligations as they fall due or can secure them only at
excessive cost. A degree of liquidity risk is implicit in the activities of the Company. Liquidity
risk arises as a conscquence of the uncertainty surrounding the value and timing of cash flows.

The Group's Treasury function manages liquidity to ensure that it maintains sufficient liquid

assets which are able to be realised as well as standby facilities to meet a prudent estimate of
its net cash outflows. The Group's formal governance structure oversees the management of

liquidity risk.

See Borrowings note for cashflow maturity details (note 13).
Capital Management

The Company's capital risk is determined with reference to the requirements of the Company's
stakeholders. In managing capital we seek to maintain sufficient, but not excessive, financial
strength to support funding of the Legal & General Group, payment of dividends and the
requircments of other stakeholders. The sources of capital used by the Company are equity
shareholders’ funds and retained earnings arising from the Company’s operations. At 31
December the company had £12,500 of ordinary share capital and £6.4m of retained carnings.
The company had £600m of senior long dated borrowings in issue which mature between 2031
and 2041.

Commitments

The Company has a number of loan agreements in place with group undertakings to provide
funding for periods up to ten years.

The Company has one loan agreement under which it is committed to provide funding of £80m
at 31 December 2015 (2014: £50m) to a fellow group subsidiary. This was undrawn as at 31
December 2015 {2014 fully drawn). The agrecment expires on 16 June 2018.

The Company has also provided an undertaking to a fellow group subsidiary to provide funding
of up to £25m on a contingent basis. As at 31 December no monies have been drawn against

this undertaking (2014: nil).

The undrawn amounts under all other loan agreements are cancellable at the request of either
the borrower or lender.
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Exchange rates

Principal rates of exchange used for translation into sterling at the end of the year
were!

2015 2014
US Dollars 1.47 1.56
Euros 1.36 1.29

First time adoption of FRS 101

This is the first year that the Company has presented its results under FRS 101. The last financial
statements under UK GAAP were for the year ended 31 December 2014, with the date of transition
being 1 January 2014. This entity is included in the consolidated financial statements of Legal &
General Group ple. There were no material recognition or measurement differences arising on the
adoption of FRS 101, however the presentation of the financial statements has now been aligned with
IFRS presentation.

As there has been no valuation changes arising on the adoption of FRS 101 no reconciliations have
been disclosed.
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