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LEGAL & GENERAL FINANCE PLC

DIRECTORS’ REPORT

Principal activities and business review

The principal activity of the Company is to operate as a finance company providing funding o other
Legal & General Group companies and to provide a full treasury service to a number of group
companies. It does this by raising finance from European capital markets.

In fulfilling this role the Company issues listed debt through Legal & General Group PIc's £4bn Euro
Note Programme and the Company's US $2bn Commercial Paper Programme. All of the Company's
issued listed debt is listed on the London Stock Exchange and is guaranteed by Legal & General
Group Plc. The Company issued no new debt other than short dated Commercial Paper during the
period covered by these interim financial statements.

Puring the six months to 30 June 2017 the Company paid a dividend of £nil (30.06.16: Interim
dividend of £1.1m).

The directors review a range of performance indicators to monitor the performance of the Company.
Profit on ordinary activities before taxation and shareholders' funds are regarded as the principal key
performance indicators. The profit on ordinary activities before taxation of the Company for the period
to 30 June 2017 was £2.0m (30.06.16: £15.0m; 31.12.16: £18.1m}. Shareholders' funds as at 30 June
2017 were £9.2m {30.06.16: £16.9m; 31.12.16; £7.6m).

Principal risks and uncertainties

The Company's business involves the acceptance and management of risk. The principal risks and
uncertainties facing the Company are given below. These uncertainties are unchanged from the year
anded 31 December 2018 and are explained in detail in note 18 of the Annual Accounts.

a) Market infrastructure

The Company's investment and fund raising activities are reliant upen 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 ensures that it only transacts with strongly rated counterparties and it regularly reviews its
exposures, the financial failure of a significant counterparty could result in disruption and financial
loss.

¢) Liquidity and cash flow

Liguidity risk is the risk that the Company, though solvent, either does not have sufficient liquid
financial resources available to enable it to meet its obligations as they fall due, or can only secure
such kquid 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.




LEGAL & GENERAL FINANCE PLC

DIRECTORS' REPORT

Statement of Directors’ Responsibilities

The directors confirm that these condensed interim financial statements have been prepared in
accordance with International Accounting Standard 34, “Interim Financial Reporting”, as adopted by
the European Union and as issued by the IASB and that the Director's Report contains a true and fair
review of the assets, liabilities and financial position of the Company. The report also includes a fair
review of the information required by DTR 4.2.7, namely:

- An indication of important events that have occurred during the first six months and their impact on
the condensed set of financial statements, and a description of the principal risks and uncertainties for
the remaining six months of the financial year.
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G. O'Neill
C. Singleton Director
For and on behalf of Registered number; 02338444
Legal & General Co Sec Limited Registered Office: One Coleman Street
Company Secretary London EC2R 5AA
Date: 25" August 2017 Date: 25" August 2017




LLEGAL & GENERAL FINANCE PLC

INCOME STATEMENT

For the period ended 30 June 2017

Finance and similar income
Group undertakings
Other

Finance and similar costs

Group undertakings
Other

Administrative expenses

Investment return

Profit on ordinary activities before income tax

Income tax expense

Profit on ordinary activities for the year

30.06.17 30.06.16 31.12.16
£m £m fm
20.1 19.9 40.5
2.8 4.5 7.4
22.9 24.4 476
(2.4) (3.9) (6.2)
(18.4) (17.8) (36.1)
(20.8) (42.3)
(1.5) (1.0) (2.4)
1.4 13.3 15.2
2.0 15.0 18.1
{0.4) (3.0 (3.6)
1.6 12.0 14.5

There was no comprehensive income for the year. The profit for the year attributable to owners of the Company also reflects the

total comprehensive income of the Company.




LEGAL & GENERAL FINANCE PLC

BALANCE SHEET

As at 30 June 2017

Notes 30.06.17  30.06.16° 31.12.16
£m £m £m
Non-Current Assets
Investments 601.2 601.2 601.2
Current Assets
Financial investments 3 1,367.4 946.5 1,264.1
Other receivables 324.3 265.7 215.9
Cash and cash equivalents 0.6 49.6 1.0
1,692.3 1,261.8 1,481.0
Total Assets 2,293.5 1,863.0 2,082.2
Non-Current Liabilities
Borrowings 4 (597.9) (597.8) {597.9)
Current Liabilities
Borrowings 4 (326.5) (107.8) {226.7)
Other payables (1,359.9) (1,140.7) (1,250.0)
(1,686.4) (1,248.3) (1,476.7)
Total Liabilities (2,284.3) (1,846.1) (2,074.6)
Net assets 9.2 16.9 7.6
Equity
Share capital - - -
Retained earnings 9.2 16.9 7.6
Total Equity 9.2 16.9 7.8

1. Accrued interest an borrowings has been reclassified from other payables to borrowings (current liabilities)
The notes on pages 7 to 9 form an integral part of these financial statements.

The financial statements on pages & to 9 were approved by the board of directors on 25" August

7 and were signed on iis behalf by;
COrU
) J

G. O'Neill

Director

Registered number: 02338444
Registered Office:

Cne Coleman Street

London EC2R 5AA

26" August 2017




LEGAL & GENERAL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

1. Accounting policies
(a) Basis of preparation

The financial statements of the Company have been prepared in accordance with Financial Reporting
Standard 101, 'Reduced Disclosure Framework' (FRS101). The accounting policies applied are
consistent with those disclosed in the 2016 financial statements of the Company.

The financial information contained in this Interim Report does not constitute statutory accounts as
defined in Section 434 of the Companies Act 2006. The financial information for the half-year periods
ended 30 June 2016 and 30 June 2017 has not been audited or reviewed by the Company's Auditor.
The figures and financial information for the year ended 31 December 2018 are an extract from the
latest published audited financial statements. Those accounts have been delivered to the Registrar of
Companies and include the report of the Auditor, which was ungualified and did not contain a
statement under either Section 498(2) or 498(3) of the Companies Act 2006.

(b} Going concern

The Directors are satisfied that the Company has adequate resources to continue in operational
existence for the foreseeable future (being a period of at least 12 months from the date that this half
yearly financial report is approved) and is financially sound. For this reason, they continue to adopt
the going concern basis in preparing the financial statements. The Company has a portfolic of
investments which is considered to be readily realisable and is able to meet all of its liabilities from its
assets and the income generated from these assets. Ongoing charges (excluding performance fee
and finance costs) for the pericd ended 30 June 2017 were approximately 16% of net assets.

2. Financial investments
(a) Financial investments at fair value

The fair values of quoted financial investments are based on current bid prices. If the market for a
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 modals.

(b) Fair value hierarchy

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

Fair value measurements are based on observable and unobservable inputs. Observable inputs
reflect market data obtained from independent sources, while unobservable inputs reflect the
Company's view of market assumptions in the absence of observable market information. The
Company utilises technigues that maximise the use of observable inputs and minimise the use of
unabservable inputs.

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 liability, either
directly {i.e. as prices) or indirectly {i.e. derived from prices).

Level 3: fair values measured using valuation technigues for any input for the asset or liahility
significant to the measurement that is not based on observable market data {unobservable inpuis).




NOTES TO THE FINANCIAL STATEMENTS

LEGAL & GENERAL FINANCE PLC
|
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3. Financial investments (continued)

Financial assets by hierarchy
levels
At 30 June 2017 Carrying Value Level1 Level2 Level3
£m £fm £m £m
Managed Funds 1,365.5 1,365.5 - -
Debt securities 1.8 - - 1.8
Accrued interest - - - -
Derivative assets 0.1 - 0.1 -
Total financial assets 1,367.4 1,365.5 0.1 1.8
There were no transfers between levels during the period.
At 30 June 2016 Carrying Value Level1 Level2 Level3
. £m £m £m £m
Managed Funds 854 1 854.1 - -
Debt securities 86.5 0.1 84.8 1.6
Accrued interest 0.1 - 0.1 -
Derivative assets 5.8 - 5.8 -
Total financial assets 946.5 854.2 90.7 1.6
At 31 December 2016 Carrying Value Level1 Level2 Level3
£m £m £m £m
Managed Funds 1,260.0 1,260.0 - -
Debt securities 1.5 - - 1.5
Accrued interest - - - -
Derivative assets 28 - 2.6 -
Total financial assets 1,2641 1,260.0 26 1.5




LEGAL & GENERAL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

4. Borrowings

Core Borrowings
Sterling medium term
notes 2031-2041

Operational
Euro Commercial

Core Borrowings
Sterling medium term
notes 2031-2041

Operational
Euro Commercial

1. Accrued interest on borrowings has been reclassified from other payables to borrowings (current liabilities)

Carrying Coupon Fair Carrying  Coupon Fair
amount rate value amount’ rate value
30.06.17 30.06.17 30.06.17 30.06.16 30.06.16 30.06.16
£m % £m £m % £m
602.4 5.87 848.3 602 .4 587 801.5
322.0 1.22 322.0 103.0 0.77 103.0
924.4 1,170.3 705.4 904.5
Carrying  Coupon Fair

amount’ rate value

31.12.16 311216 31.12.16

£m % £m

608.6 5,87 834.3

216.0 (.96 216.0

8246 1,050.3

The sterling medium term notes are senior debt with a face value of £600m issued in the following

tranches:

Issuance

December 2000 -
September 2001

April 2001
April 2001
April 2002

Maturity

December
2031

April 2033
April 2041
April 2033

Face Coupon

Value rate
£m %
350.0 5.88
40.0 575
10.0 5.80
200.0 5.88




