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Strategic Report

Principal activities
Legal & General Resources Limited ('the Company'} is a wholly owned subsidiary of Legal & General Group Plc ('The Group' or
‘The Parent Company'), which is also its ullimate parent company. The principal actlivilies of the Company are the provision of
staff to companies within the Group, acting on behalf of the Group as a contracting company with third party suppliers and as
the sponsoring company for the Group's two defined benefit pension schemes and Employee Share Ownership Trust ('ESOT'}.
The ESOT purchases ordinary shares in Legal & General Group Plc from the market and holds such shares for delivery to
employees under various employee share schemes operated by the Group. The Company's registered office is One Coleman
Street, London, EC2R 5AA, United Kingdom. 1t is registered in England and Wales under company registration number 02334263

and domiciled In the UK.

Review of the business ) )
The Company’s main source of income Is service fees from recharging employee and other costs to companies within the
Group and service fees are based on costs Incured. Profit on ordinary activities before tax includes interest income from an

Intra-group loan and costs relating to the defined benefit pension schemes.

The Company is the sponsoring employer of the Group's two defined benefit pension schemes in the UK (‘the Schemes') which
are recognised In the Company's financial statements. The balance sheet includes a liability for employee benefit obligations
of £1,091m (2017: £1,261m} and annuity assets backing the pensions liabilities of £858m (2017: £875m). Changes in the schemes’
deficits and annuity assets are recognised In the income statement and statement of comprehensive income. As a
consequence of including the overall pension schemes’ deficit, the Company has net liabilities of £190m (2017: £314m). In order
to ensure that the Company can continue to operate as a going concern, the directors have received confirmation that the
Parent Company intends to support the Company, as explained in note 20.

Principal risks and uncertalnties

The principal risks and uncertainties faced by the Company are the risks arising as the sponsoring employer of defined benefit
schemes and sponsoring company for the Group's ESOT as well as operational, regulatory and liquidity risk. The Company is not
considered subject to any significant credit risk as it only provides services to other Group companies. A review of the exposure
to these risks and the management framework is detailed in note 20.

Key performance Indicators
The directors consider the following to be the key performance Indicators:

Profit on ordinary activities before taxatlon - £30m (2017: £156m) - This measures the profit or loss in a single period before
deducting tox.

Shareholder funds - £190m liability (2017: £314m liability) - This represents the capital of the Company and losses that have been
retained by the business.

Actuarial gain / (loss) on defined benefit pension schemes - £123m (2017: £(8i)m) - This measures movement on the defined
benefit pension deficit.

Details of the Group's key performance indicators can be found in the' Group's published financial statements.

By Order of the Board

A. Fairhurst

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

10 September 2019
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Directors Report

The directors present their annual report together with the audited financial statements of the Company for the year ended
31 December 2018.

Anticipated future developments

The directors expect the Company to continue to camy out its principal activities, as defined in the Strategic Report, for the
foreseeable future and do not anticipate any future developments within the Group to have a significant effect on the
Company.

-

Directors
The directors of the Company. who were in office during the year and up to the date of signing the financial statements, are

shown below:

S. M. Hunter

E. Hardaker-Jones

G. Stevens - appointed 1 July 2018

E. Byron - appointed 11 September 2018

J. D. M. Noakes - resigned on 29 June 2018
S. J. Burke —resigned on 4 September 2018

Result for the year and dividend
The results of the Company are set out on page 7. The directors do not recommend the payment of a dividend (2017: £0}.

Golng concern
No material uncertainties that cast significant doubt about the abillity of the compony to continue as a going concern have

been identified by the directors.

Directors' Insurance
The parent company, Legatl & General Group Pic, maintains an appropriate level of Directors' and Officers' liability insurance

which is reviewed annually.

Directors’ Indemnities ($234 of the Companles Act 2004)

As permitted by Arlicles of Association, the directors have the benefit of an indemnity which'is a qudlifying third party
indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity was in force throughout the last
financial year and remains in force. The indemnity only applies to the extent pemmitted by law.

Legal & General Group Plc and its global subsidiaries {‘Legal & General') recognise that companies have an obhgotlon to
ensure that their business and supporting supply chains are slavery free.

Legal & General's full modem slavery statement can be found at hitps://www léq alandgeneralgroup.com/

Post balance sheet Events
There were no adjusting post balance sheet events between 31 December 2018 and the approval of the report and accounts

of the Company.

United Kingdom employees

Itis the Company's policy to treat its employees without discrimination and to operate equal opportunity and employment
practices designed to achieve this end. Furthermore, it is the Company's policy to give full and fair consideration to
applications for employment made by disabled persons, to continue, wherever possible, the employment of staff who -
become disabled and to provide equal opportunities for the training and career development of disabled employees.

Consultation with employees or their representatives has continued at alf levels, with the aim of ensuring that their views are
taken into account when decisions are made that are likely to affect thelr interests and that all employees are aware of the
financial and economic performance of their business units and of the Group as a whole. Employees are remunerated with
packages designed to align the interests of employees with those of shareholders, with an appropriate portion of totat
remuneration dependent on performance. Communication with all employees confinues through the intranet and
newsletters, briefing groups and the distribution of the Group's annual report.

Statement of directors’ responsibllities
The directors are responsible for preparing the Strategic Report, the Directors’ Report and the 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 they have
-elected to prepare the financial statements in accordance with UK accounting standards and applicable law (UK Generally
Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework.

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
financlal statements, the directors are required to:
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Directors Report (continued)

- selectsuitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- state whether applicable UK accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements; o

- aossess the company's ability to continue as a going concemn, disclosing, as applicable, matters related to going concem;
and '

- use the going concern basis of accounting unless they either intend to liquidate the company or to cease operations, or
have no realistic altemative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
‘fransactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to
ensure that the financial statements comply with the Companies Act 2004. They are responsible for such intemal control as
they detemine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error, and have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the company ond to prevent and detect fraud and other iregularities.

The directors who held office at the date of approval of this directors' report confirm that, so far as they are each aware,
there is no relevant audit information of which the company's auditor is unaware; and each director has taken all the steps
that he/she ought to have taken as a director to make himself/ herself aware of any relevant audit information and to
establish that the company's auditor is aware of that information.

Independent auditors _
Following a tender process in 2017, KPMG LLP were appointed as the Company's external auditor commencing with the 2018

financial year and its appointment was approved by the Company's Shareholder. in accordance with Section 489 of the
Companies Act 2006, a resolution for the re-appointment of KPMG LLP as auditor of the company was approved on 23 May
2019 at the Legal & General Group Plc Annual General Meeting.

By Order of the Board

A. Fairhurst

For and on behalf of Legal & Genera) Co Sec limited
Company Secretary

10 September 2019
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF LEGAL &
GENERAL RESOURCES LIMITED

Opinion

We liave audited the financial statements of Legal & General Resources Limited (“the company™) for the year ended 31
December 2018 which comprise the Statement of Comprehensive Income, Statement of Financial Position, Statement of
Changes in Equity, and related notes, including the accounting policies in note 1.

In our opinion the financiat statements:

s give a true and fair view of the state of the company’s affairs as at 31 December 2018 and of its profit for the j}ear
then ended;

» have been propetly prepared in accordance with UK accounting standards, including FRS 101 Reduced Disclosure
Framework; and

s have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standavds on Auditing (UK) (“ISAs (UK)") and applicable law.
Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent of the
company in accordance with, UK ethical requirements including the FRC Ethical Standard, We believe that the audit
evidence we have obtained is a sufficient and appropriate basis for our opinion.

The impact of uncertainties due to the UK exiting the European Unfon on our audit

Uncertainties related to the effects of Brexit are relevant to understanding our audit of the financial statements. All audits
assess and challenge the reasonableness of estimates made by the directors, such as valuation of assets and related
disclosures and the appropriateness of the going concern basis of preparation of the financial statements. All of these
depend on assessments of the future economic environment and the company’s future prospects and performance.

Brexit is one of the most significant economic events for the UK, and at the date of this report its effects are subject to
unprecedented levels of uncertainty of outcomes, with the full range of possible effects unknown. We applied a
standardised firm-wide approach in response to that uncertainty when assessing the company’s future prospects and
performance. However, no audit should be expected to predict the unknowable factors or all possible future implications
for a company and this is particularly the case in relation to Brexit,

Gaoing concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the
company or to cease its operations, and as they have concluded that the company’s financial position means that this is
realistic, They have also concluded that there are no material uncertainties that could have cast significant doubt over its
ability to continue as a going concern for at least a year from the date of approval of the financial statements (“the going
concern period”),

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt aver the use of that basis for a
period of at least a year from the date of approval of the financial statements. In our evaluation of the directors’
conclusions, we considered the inherent risks to the company’s business model, including the impact of Brexit, and
analysed how those risks might affect the company’s financial resources or ability to continue operations over the going
concern period. We have nothing to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that are
inconsistent with judgements that wete reasonable at the time they were made, the absence of reference to a material
uncertainty in this auditor's report is not a guarantee that the company will continue in operation.

Strategte report and directors’ report '

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial statements
does not cover those reports end we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based on our
financial statements audit work, the information therein is materially misstated or inconsistent with the financial
statements or our audit knowledge. Based solely on that work:

s we have not identified material misstatements in the strategic report and the directors’ report;
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» in our opinion the information given in those reports for the financial year is consistent with the financial
statements; and

¢ in our opinion those reports have been prepared in accordance with the Companies Act 2006,
Matters on whick we are requived to report by exception
Under the Companies Act 2006 we are required to report to you if, in our opinion:

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

o the financial statements are not in agreement with the accounting records and returns; or
» cettain disclosures of directors’ remuneration specified by law are not made; or

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

‘We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 3, the directors are responsible for: the preparation of the
financial statements and for being satisfied that they give a true and fair view; such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud
or error; assessing the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and using the going concern basis of accounting unless they either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so,

Auditor’s responsibilities

Our abjectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or etror, and to issue out opinion in an auditor’s report. Reasonable assurance is a
high level of assurance, but does not guarantee that an audit conducted in accordance with ISAs (UK) will always detect a
material misstatement when it exists, Misstatements can arise from fraud or emor and are considered material if,
individually or in aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at www fre.org. itorsresponsibilities
The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are requited to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the company and the company’s members, as a body,
for our audit work, for this regort, or for the opinions we have formed.

=
Shaun Gealy (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
3 Assembly Square,
Britannia Quay,
Cardiff, CF10 4AX
10 September 2019
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2018 2017
Notes £000 £000
Revenue 2P/3 1,007,209 821,482
Cost of providing services (934,045)  (729,633)
‘Gross profit 71,144 92,049
Administrative expenses (32,998) (32.522)
Other operating {expenses} / income 7 (8.333) 96,027
Operaling profit 4 29,813 155,554
finance Income é é 1
Profit on ordinary activitles before taxation 29,819 155,555
Income tax charge 21L/8 (5.615) (27,632}
Profit for the financlal year 24208 127,923
Other comprehensive income: I_temé that will not be reclassified to profit or loss )
Aciuarial gain / (loss} on defined benefit schemes 2M/14 122,845 {86,730}
Tax on actuarial {loss) / gain on defined benefit pension scheme 2M/8 (22,734) 15,684
Other camprehensive income / (expense) for the year, net of tax 100,131 {71.044)
124,335 56,877

Total comprehensive Income / (expense) for the year




Company Number 02334263

Legal & General Resources Limited

Report and Accounts 2018
Statement of Financial Position
As at 31 December 2018
2018 2017
Notes £000 £000
Non-current assets
Deferred tox asset 2€/9 40,694 69.051
Financial investiments 2FN10 58,339 37.840
Annuily assets 2G4 857,615 875,048
Long term loans to group undertakings 2H/1 1,520 876
Total non-current assets 958,148 982,835
Curent assels .
Other recelvables 2112 225,134 223,147
Cash and cash equivalents 2 337 4,200
Total current assets 2254 227,347
Current llabliities
Trade and other payables 2K/13 282,585 263,287
Total current liabliitles 282,585 243,287
Net current liabilities 57,114 35,940
Total assets less current llabllities 901,054 946,895
Non-current liabilifles
Employee benelit obligations 2M/14 1,090,645 1,260,821
Net labliitles 189,591 313,926
Equity
Share capital 16 - -
Retained eamings (189,591)  (313,92¢)
(189,591)  (313,92¢)

Total sharehotders’ funds

The notes on pages 10 to 21 are an integral part of these financial statements.

The financial statements on pages 7 10 9 were approved by the board of directors on 10 September 2019 and were signed on

their behalf by:

S. M. Hunter
Director
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Share Retalned Total

capltal earnings equlty

£000 £000 £000

As at | January 2018 - (313,926) (313,928)
Profit for the year - 24,204 24,204
Actuarial gain oh defined benefit schemes - 122,855 122,845
Tax on actuarial gain on defined benefit pension scheme - (22,734)  (22,734)
Total comprehensive income for the year - 124,335 124,335
‘As at 31 December 2018 - (189,591) (189.591)
As at | January 2017 - (370,803)  (370.803)
Profit for the year - 127,923 127,923
‘Acluarial (loss) on delined benelit schemes - (84,730)  (86,730)
Tax on actuarial loss on defined benefit pension scheme - 15,684 15,684
Total comprehensive Income for the year - 56,877 56,877
- {313,926)  (313,92¢)

As at 31 December 2017
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1. General Information

Legal & General Resources Limited (‘the Company') provides staff to companies within the Legal & General Group Plc {‘the Group'), aclsas a
confracting company with third parly suppliers and as the sponsoring company for fwo defined benefit pension schemes as well as the Employee
Share Ownership Trust (‘ESOT').

The Company is a private limited company and Is incorporated and domiciled in the UK. The address of the registered office is One Colman
Street London, EC2R 5AA, United Kingdom.

2, Summary of significant accountiing policles

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have been consistently
applied to all the years presented, unless otherwise stated.

A) Basls of preparation

The financial statements of Legal & General Resources Limiled have been prepared in accordance with Financiol Reporting Standard 101,
‘Reduced Disclosure Framework' (FRS101). The financial statements have been prepared under the historical cost convention and in accordance
with the provisions of the Companies Act 2006.

The preparation of financial statements in conformity with FRS101 requires the use of certain critical accounting estimates. It also requires
maonogement to exercise its judgement in the process of applying the Company's accounting policies. The areas invalving higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in note 2R.

The following exemptions from the requirements of IFRS have been applied in the preparation of these financlal statements, in accordance with
FRS101:
- Parographs 45(b) and 46 to 52 of IFRS 2, ‘Share-based payment’ {detalls of the number and welghted-average exercise price of share
opfions, and how the fair value of goods or services received was determined}
- IFRS 7, ‘Financial Statements: Disclosures'
- Paragraphs 91-99 of IFRS 13, 'Falr value measurement' (disclosure of valuation techniques and inpuls used for falr value measurement
of assels and liabllifies)
- The requirements of the second sentence of paragraph 110 and paragraphs 113(a}, 114, 115, 118, 119(a] to {c). 120 to 127 and 129 of
IFRS 15, 'Revenue from Contracts with Customers'.
- Paragraph 38 of 1AS 1, 'Presentation of financial statements' comparative information requirements in respect of:

o  Paragraph 79{a){iv) of 1AS );

o paragraph 73(e) of IAS 16 Property, plant and equipment

o paragraph 118(e) of 1AS 38 intangible assets (reconciliations between the carrying amount at the beginning and end of the

period}
- The follawing paragraphs of IAS 1, ‘Presentation of financial statements':

o 10[d) of IAS 1, 'Presentation of financial statements' (statement of cash flows)

) 10{f} {0 statement of financial position as at the beginning of the preceding period when an entity applies an accounting
policy retrospectively or makes a retrospective restatement of items in its financial statements, or when it reclassifies items in
its financlol statements),

14 {statement of compliance with all IFRS)

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

388-D (additional comparative information),

111 {cash flow statement information), and

) 134-1346 {capital management disclosures)

- 1AS 7, 'Statement of cash flows'

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

- Paragraph 17 of IAS 24, 'Related party disclosures' (key management compensation)

- The requirements in I1AS 24, ‘Related party disclosures' to disclose related party transactions entered into between two or more members
of a group

0 00O

These separate financlal stalements contain informaotion about Legal & General Resources Umited as an individual company and do not contain
consolidated financlal information. The Company is included in the group financial statements of Legal & General Group Pic and has taken
advantage of the exemption under Section 400 of the Companies' Act 2006.

B) Golng concern
After making enqulries, the directors have a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable fulure the Company continues to adop! the going concern basis in preparing its financial statements.

C)} Consolidalion
The Company ls a wholly owned subsidiary of Legal & General Group Plc. ttis included In the consolidated financial statements of that entity,

which are publically available. The Company is exempt under section 400 of the Companies Act 2006 from the requirement to prepare
consolidated financlal statements. The address of the ultimate parent's registered office Is One Coleman Street, London, EC2R 5AA, United
Kingdom.

These statements are separate financlal statements,
D) Changes In accounfing policies

{i} Implementation of IFRS 9 - Financial Instruments
In 2018 the Company has applied IFRS 9 for the first time, which is effective for annual periods starting on or after | January 2018, This had an
impact on the Company's accounting policies for financial assets and impairment.

The Company has applied the new standard retrospectively with an initial application date of 1 Januory 2018. However, as permitied by the
fransition provisions of IFRS 9, the Company has elected not 1o restate comparative period information and the accounting policies as set out in
the basis of preparation in the Company Financlal Statements for fhe year ended 31 December 2017. Differences in the camying amounts of
financial assets and financial liabilities resulting from the adoption of IFRS 9 are recognised as an adjusiment to retained earnings as at | January
2018.

10
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2. Summary of significant accounting policles (continued)

There has been a change in classification and measurement of the Company's financial assets as a result of the introduction of IFRS 9. Financial
investments previously valued at cost less impairment are now valued at FVTPL. Other receivables continue to be held at amorlised cost.

IFRS 9 largely retains the existing requirements for the clossification and measurement of financial fiabilities, The adopfion of IFRS 9 has nothad a
significant effect on the Company’s accounting policies related to financial liabilities.

The introduction of the new impairment model for financial assets not held at FVIPL did not result in the recognifion of impairment losses as at the
date of initial application or at the reporting date. .

{ii) Implementation of IFRS 15 - Revenue from Contracts with Customers

In 2018 the Company has applied IFRS 15 for the first time, which is effective for annual periods starling on or after 1 January 2018. The standard
introduces a five-step model to account for revenue arising from contfracts with customers, the core principte of which is that an entity will
recoghnise revenue at an amount that reflects the consideration to which it expects to be entitled in exchange for transfering goods or services to
a customer in the reporting period.

The standard dlso specifies the accounting for the incremental costs of obtaining a contract and the costs directly related to fulfiling a contract.

The Company has adopted IFRS 15 usfng the full retrospective method. There has been no material impact on the Company’s financial
statements from the impiementation of IFRS 15 and therefore the Company's financial statements have not been restated.

E) Deferred tax

Defemred tax is calculated on differences between the accounting value of assets and liabllities and their respective tox values. Deferred tax Is
also recognised in respect of unused tax losses to the extent it is probable that future taxable profits will arise against which the losses can be
utllised. Defermed tax is charged or credited to the iIncome statement, except when [t relates to items charged or credited directly to equity or
other comprehensive income.

Deferred tax assels are recognised only to the extent that it Is probable that future taxable profit will be available against which the temporary
differences can be utllised.

Deferred tax assels and liabilities are offset when there is a legally enforceable right 1o offset current tox assets against curent tax liabllities and
when the defered income tox assets and liabilities relate to income taxes levied by the same taxation authority.

F) Financlal Investments
The ESOT investments are included ot Falr Volue through Profit and Loss (‘FVTPL'). The cost of shares acquired by the ESOT has been financed by

on interest free loon from Legal & General Group Pic.

G) Other operaling income and annulty assets

Annuity assels represent insurance policies backing the defined benefit pension schemes. The policles are issued by Legal and General
Assurance Sociely Limited (‘'LGAS’), a subsidiary of Legal & General Group Plc. LGAS meets the definition of a related party as defined by IAS 24
Related Party Disclosures and therefore the insurance policies do not meet the definition of qualifying insurance policies under IAS 19 Employee
Benefils and are presented separately on the Statement of Financlal Position. The assets are measured at thelr fair value at the balance sheet
date with movements recognised as other operating income in the Income Stotement.

H) Long termloans to group undertakings
Long term loans to group undertakings are held at amortised cost using the effeclive interest method.

I} Otherrecelvables
Other receivables are amounts due from customers for services performed In the ordinary course of business. If collection Is expected in one year

orless, they are classified as cument assets. If not, they are presented as non-current assets.

Other receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method, less
provision for Impairment.

J) Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid investments with original
maturities of three months or less and bank overdrafts.

K) Trade and other payables
Trade and other payabiles are obligations to pay far goods or services that have been acquired In the ordinary course of business from suppliers.

Payables are recognised at fair value.

L) Current and deferred fax expense
The tax expense for the period comprises cument and deferred tax. Tax is recognised in the iIncome statement, except 1o the extent that it relates
to items recognised in other comprehensive income or directly in shareholders' funds respectively.

The current tax charge is calculated on the basls of the tox laws enacted or substantively enacted at the balance sheet date in the United
Kingdom. Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject
to interpretation. 1t establishes provisions where appropriate on the basis of amounts expected to be pald to the tax authorities.

M) Employee benefit obligations
The Company operates both defined benefit and defined contribufion pension schemes for UK employees on behalf of the Group.

A defined contribution plan Iis a pension plan under which the Company pays fixed contributions into a separate entity. The Company has no

legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefils relating to
employee service In the current period and prior periods. A defined benefit plan is a pension plan that is not a defined contribution plan.

11
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2. Summary of significant accounting policies (continued)

Typically defined benefit plans define an amount of pension benefit that an employee will receive on retirement, usually dependent on one or
more factors such as age, years of service and campensation.

The liability recognised in the balance sheet in respect of defined benelit pension plans Is the present value of the defined benefit obligation ot
the end of the reporting period less the fair value of pion assets. The defined benefit obligation is calculated annually by independent actuaries
using the projected unit credit method. The present value of the defined benefit obligation is determined by discounting the estimated future
cash outflows using interest rates of high-quality corporate bonds that are denominated in the currency in which the benefits will be paid, and
that have terms to maturity approximating to the terms of the related pension obligation. )

Remeasurement goins ond losses orising from experience adjustments and changes in actuarial assumptions are charged or credited to
shareholders' funds in other comprehensive income in the period in which they arise.

The amount charged or credited to finance cosls is a net interest amount colculated by applying the liabliity discount rate to the net defined
benefit liablity or asset. .

Past-service costs are recognised immediately in the income statement.

For defined contribution plons, the Company poys contributions to publicly or privately administered pension insurance plans on a mandatory,
contractual or voluntary baosis. The Company has no further payment obligations once the confributions have been paid. The contiibutions are
recognised as employee benefit expense when they are due. Prepaid contributions are recognised as an asset to the extent that a cash refund
or a reduction in the future payments is available.

N) Share-based payments
Legal & General Group Pic operates a number of shore-bosed payment schemes of which a proportion is allocated to the Company.

The fair value at the date of the grant of the equity instrument is recognised as an expense, spread over the vesting period of the instrument. The
total amount to be expensed is determined by reference to the fair value of the awards, excluding the impact of any non-market vesting
conditions. At each balance sheet date, the Group revises its estimate of the number of equity instruments which are expected to become
exercisable.

The Company expense arising from the employee share schemes has been allocated to reflect the amount of services received. This allocation
has been based on headcount.

0) leases
Where a signilicant proportion of the risks and rewards of ownership is retained by the lessor, leases are classified as operating leases. Payments
made by lessees under operaling leases (net of any incentives from the lessor) are charged to the Income statement on a straight line basis over

the period of the lease. See note 17 for details of the operating teases commitments.

P) Revenve
Revenue Is stated excluding recoverable Value Added Tax and represents amounts recelvable for service fees charged for the provision of

employees and purchases made on behalf on behalf of Group companies. Revenue from providing services Is recognised in the accounting
period in which services are rendered.

Q) Finance Income
Finance Income includes interest on a receipts basis. The ESOT has waived its rights to the dividends payable on the shares it holds.

R) Critical accounting estimates and judgements
Estimates and judgements are continually evoluated and are based on historical experience and other factors, Including expectation of future

events that are believed to be reasonable under the circumstance.

The Company makes estimates and assumptions conceming the future. The resulling accounting estimates will, by definition, seldom equal the
related aclual resulls. The estimales and assumptions that have a significant risk of causing a material adjustment to the canying amounts of
assets and liabilities within the next financial year are addressed betow:

- Delined benelit pension scheme

The Company has an obligation to pay pension benefits o certain employees. The cost of these benefits and the present value of the obligation
depend on a number of factors, including; life expectancy, salary increases, asset valuations and the discount rate on corporate bonds.
Management esfimates these factors in determining the net pension obligation on the balance sheet. The assumptions reflect histarical
experience and current trends. See note 14 for the disclosures of the defined benefit pension scheme. .

3. Revenue

The revenue and pre-tax profit Is all atiributable to the Company's activities as provider of stkaif within the Group, as a contracting company with
third party suppliers and as the sponsoring company for the ESOT and arises predominantly In the UK,
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4. Operating profit

Operaoling profitis stated after charging:

Legal & General Resources Limited
Report and Accounts 2018

2018 2017
£000 £000
Wages and salaries 488,483 446,937
Social securily cosls 50,748 45.961
Other pension costs 4,012 1,289
Share based payments 11,832 8723
Total staff costs 554,873 502,910
Audit fees payable to the company auditor 14 12
Changes in the value of the defined benefil pension scheme deficit and annuily assets:
Net interest expense 30,020 30,842
Current service cost 2,849 1.5%0
The auditor received £nil {2017: £nil) fees for non-audit services on the Company's behalf,
5. Employees and directors
Employees
The average number of persons employed by the Company during the year was as follows:
2018 2017
Average headcount 6,858 6,471
Directors
The directors’ emoluments were as follows:
2018 2017
£000 £000
Short-term employee benefits 37 35
Post employment benefits 1 2
Aggregale emofuments 38 37
Past-employment benefits are accruing for one director under a defined benefit pension scheme {2017: nons).
Highest pald director:
2018 2017
£000 £000
Short-termi employee benefits 17 25
Post employment benefils . -
4. Finance income
2018 2017
£000 £000
Interest recelvable from group undertakings é |
7. Other operafing (expenses) / income
2018 207
£000 £000
Falr value movement on annulties (47,453) 96,027
Falr value movement on ESOT 9,120 s
Total other operating Income (8,333) 96,027
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8. Income tax expense

2018 2007
£000 £000
UK corporation tax at 19% (2017: 19.25%)
Current tax for the year (8 (14)
UK tox adjustments in respect of prior peiiods - {é)
Total current fax (8) {20)
Defered tax
Movement in temporary differences 5473 29,959
Impoct of reductions in UK corporate tox rate to 19-17% (2017 19-17%) (50) (2.307]
Total defemed tax 5423 27,652
Tax on profit 5,815 27,632
Tox income included in other comprehensive income
2018 2017
£000 £000
Defered tax on actuarial losses on defined benefit pensions schemes (22.734) 15,684
(22,734) 15,684

Total tax Income included In other comprehensive income

To calculate the current tax on profits, the rate of tax used is 19% (2017: 19.25%), which is the average rate of Corporation Tax applicable for the
year. The differences are explained below: :

2018 2017

£000 £000

Profit on ordinary activilies before toxation 29,819 155,555

Corporation tax af 19% (2017: 19.25%) 5,845 29,945
Effects of:

Adjustments in respect of prior periods - (6)

Other disallowable - -

Impact of reduction in UK corporate tax rate to 19-17% (2017: 19-17%) on deferred tax balancess (50) {2,307)

54815 27,632

Total cumrent tax charge

Following the 2014 Finance Act, the rate of Corporation Taxis expected to reduce progressively to 17% by 1 Aprl 2020. The 19% rate will apply from
1 April 2017 and the 17% rate from 1 April 2020 onwards. The enacted rates of 19-17% have been used In the calculation of UK's deferred tox ossefs
and liabllities, depending on which Is the rate of corporation tax that is expected to apply when the differences as mentioned above reverse.

9. Deferred tax asset

2018 2017

£000 £0600

Asat 1 January 49,051 81,019
Amount charged to the Income Statement for the period (5.623) {27.652)
Amount credited in the Statement of Comprehensive Income for period (22,734) 15,684
40,694 69,051

As at 31 December

The enacted rates of 19-17% have been used in the calculation of UK's deferred tax assets and liabilities, depending on which is the rate of
corporation tax that Is expected to apply when the differences as mentioned above reverse.

10. Financlal Investments

2018 2017
£000 £000

Financlal investments at FVTPL' designated as:
58,339 37.840

Invastment In parent shares

'As stated In note 2D(i) the comparative period was recorded at cost and has not been restated

The shares were listed on recognised investment exchanges.

Legal & Generol Resources Limited being the principa!l UK employer within the Group, hos assumed the role of sponsoring company for the
Group's Employee Share Ownership Trust ('ESOT'} which was previously held by Legal & General Group Plc. During 2018, 2.3m shares were
released to satisfy the share scheme requirements. As at 31 December 2018, the ESOT held 25.3m shares acquired at a cost of £49.2m and witha
marke! value of £58.4m, of which ém were purchased at market rates between January and June 2018 at a cost of £15.7m. The ESOT investments
are included at fair value through profit and loss ('FVTPL') in the balance sheet. The cost of shares acquired by the ESOT is being financed by an
interest free toan from the Group. The ESOT has walved lis rights to the dividends payable on the shares It holds.
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11. Long term loans to group undertakings

Long term loans to group undertakings of £1,520k (2017: £8746k) relates ta o 10 year loan agreement with Legal & General Finance Plc which

expired in March 2018. A new loan agreement was signed on 17 March 2018 for an additional § years. There is no intention to cancel the

agreement before the expiry date. The loan Is repayable on demand and interest charges are applied.

12. Other recelvables

2018 2017

£000 £000
Amounts owed by group undertakings 198,470 193,976
Prepayments and accrued income 25,98 27.746
Other receivables 1,748 1,425
Total other recelvables 225,134 223,147
All recelvables fall due within one year.
The amounts due from group undertakings are unsecured, and interest free.
13. Trade and other payables

2018 2017

£000 £000
Amounts owed to group undertakings 120,825 104,989
Trade and ather creditors 6,441 5321
Taxation and social security 11,183 10,484
Accruals and delerred Income 144,158 142,493

263,287

Total current llabliltles 282,585

The amounts due to group undertakings are unsecured, interest free and repayoble on demand.

14. Post-employment benefits

Defined contributlon plans

The Group operates the following principal defined contribution pension schemes in the UK and overseas:
- Legal & General Group Personal Pension Plan (UK):
- Legal & General Staff Stakeholder Pension Scheme (UK);
- Legal & General America Inc. Savings Plan {US): and
- CALA defined contribution pension scheme.

Contributions of £55m (2017: £49m} were charged as expenses during the year in respect of defined contribution schemes.
Defined benefit plans

The Group operates the following defined benefit pension schemes In the UK and overseas:

- Legol & General Group UK Pension and Assurance Fuhd {the Fund). The Fund was closed to new members from January 1995; the last

full actuarial valuation was as at 31 December 2015;

- Legal & General Group UK Senior Pension Scheme (the Scheme). The Scheme was, with a few exceptions (principally transfers from the
Fund), closed to new members from August 2000 and finally closed to new members from April 2007; the last full actuarial valuation was

as at 31 December 2015; ) .
- Legal & General America Inc. Cash Balance Plan {US); the last full actuarial valuation was as at 31 December 2017; and

- CALA Retirement and Death Benefits Scheme (UK). This scheme closed to new members from 31 December 2007 and closed to fulure

accrual on 31 December 2015; the last triennial actuarial valuation was as at 30 April 20135,

The UK defined benefit schemes operate within the UK pensions' regulatory framewaork.

The UK Fund and Scheme were closed to future accrual on 31 December 2015. As part of this arrangement, payments to the Fund and Scheme in
respect of future accruals ceased from this date and were replaced with a company contribution payment of between 5% and 15% into a

-defined contribution arrangement. in addition, as part of the closure, the company will contribute an additional £3m per annum until 31
December 2024 towards the deficit.

The ossets of all UK defined benefit schemes are held in separate trustee administered funds to meet long term pension obligations to past and
present employees. Trustees are appointed to the schemes and have a responsibility to act in the best interest of the scheme beneficiaries. The
frustees' long term objectives are to minimise the fisk that there are insufficient assets to meet the liablities of the scheme over fhe longer term,
control the on-going operational costs of the schemes and to maximise invesiment returns for the beneficiaries within an acceptable level of risk.

The total number of members of the UK Fund and Scheme was:

2018 2017
Employed defémeds 7 264
Defereds 3,292 3,548
Pensloners 3,657 3593
Total number of active members of the UK Fund and Scheme 7,120 7.425
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14. Post-employment benefits (continued)

The group works closely with the trustees to develop an investment strategy for each UK scheme in order to meet the long term objectives of the
trustees as noted above. Each UK scheme hos o Statement of Investment Principles which governs the mix of assets and limits for each class of
assel. As noted below, the assel mix of the UK defined benefit schemes is primarily split between bonds including Liability Driven Investment (LDI)
funds and unit trusts, equities and property. The main goal of the use of LD} Is to hedge movements in the liabllities due to changes ininterest rate
and inflation expectations. On a gilts flat measure, the Fund and Scheme cumently hedge 61% interest rate changes and 62% inflation
expectation changes in respect of the non-insured liabilities.

Additionally, certain parts of the lioblflities of the scheme are secured by way of annuities purchased from the group. These annuities are not
recognised as an asset for IAS 19 purposes, but at 31 December 2018 the value of these annuities, on an |AS 19 basis, was £858m {2017: £875m).

The Fund and Scheme expose the Group to o number of risks:

Risk Detall

Uncertainty in benefit The value of the Group's liabilities for post-retirement benefits will ultimately depend on

payments the amount of benefits paid out. This in turn will primarily depend on the level of inflation
and how long individuals live.

Volatility in asset values The Group Is exposed to future movements in the values of assets held in the Scheme
and the Fund to meet tuture benefit payments.

Uncertainty in cash funding Movements in the values of the obligations or assets may result in the Group being
required to provide higher levels of cash funding. although changes in the level of cash
required can often be spread over a number of years. In addition, the Group Is also
exposed to adverse changes in pension regulation.

These risks are managed within the risk appetite of the Scheme and Fund. The sensitivity of the net obligations to changes in any of the variables
are monitored and acfion Is taken if any Ask moves outside of the appetite.

Annuities are purchased to mitigate risks for certain parts of the pension liabilities which passes the risks from the Fund and Scheme onto the group.

Full acluarial valuations are camied out on the Fund and Scheme every three years, updoted by formal reviews at each reporting date. The
actuarial assumptions used In the triennia! valuation would normally be more prudent than those used for the purposes of IAS 19 reporting. Where
the Fund or Scheme are In deficit following the tiennial valuations, the group and the trustee agree a deficit recovery plan. Both the Fund and
Scheme have formal deficit recovery plans which aim to make good the deficits over a certain period of time. The triennial valuation at 31
December 2015 showed a total funding deficit for both the Fund and Scheme of £599m. As a result of this, a recovery plan was agreed of £77ma
year until 2024. The latest tiennial valuation at 31 December 2015 was completed on 15 August 2017.

The fund and the Scheme liabilities have an average duration of 19.1 years (2017: 19.8 years) and 18.7 years {2017: 20.1 years) respeclively. The
expected undiscounted benefits payments to members of the Fund and Scheme, including pensions in payment secured by annuities purchased
from the group, are shown In the unaudited chort below:

Undiscounted benefit payments
Projected banefitpayments (€m)
120

100

Attt e
'””'”i" ""‘{"""E? (T
il uuum e s

2018 2028 © T 72088 20868 2078 2088
1 Annuity payments 3 Pensioner cashfiows B Employed Deferred and Defermed member mshﬂo‘.' 5

nm
nm
i
ti

The benefits pald from the defined benelfit schemes are based on percentages of the employees' final pensionable salary for each year of
credited service. The group has no liabllity for retirement benefits other than for pensions. The Fund and Scheme account for all of the UK and over

90% of worldwide assets of the group's defined benefit schemes.

The principal actuarial assumptions for the Fund and Scheme were:

2018 217

% %

‘Rate used to discount fiabilities 29 25
Rate of increase in pensions in payment 3.7 37
Rate ofincrease in defered penslons 3.8 38
Rate of general inflation (RPI) 3.2 3.2
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14. Post-employment benefits (continued)

Post refirement mortolity

2018:; 75%/85% (Male/Female) (Fund) and 70%/80% (Male/Female) (Scheme) of PCMA/PCFA 00 with improvement at

CMI 2014 base date 2015 with long term rates 1.5% pa males and 1.0% pa females, with tapering linearly down to nil beiween ages 90
and 120.

2017: 80%/90% (Male/Female) (Fund) and 70%/80% (Male/Female) {Scheme) of PCMA/PCFA 00 with improvement at
CMI 2015 base date 2013 with long term rates 1.5% pa males and 1.0% pa females, with tapering linearly down to nil between ages 90 and 120,

This equates to average life expectancy as follows:

2018 2017
years years
Normal retirement age 40.0 600
Male life expactancy at retirement age 87.7 88.0
Female life expectancy at retirement age 88.8 88.9
Male life expectancy af 20 years younger than retirement age 89.8 90.6
Female life expectancy at 20 years younger than retirement age 90.2 90.6
2018 2017
£000 £000
Movement In present value of defined beneflt obligations
As at | Jonuary (2,543,044) (2,627,527)
Current service cost (2.869) {1,590)
Interest expense (40421) (67611}
Actuarial remeasurement (recognised in Statement of Comprehensive Income) 231,401 (89.214)
Benelits paid 192,041 242,900
As at 31 December (2.182,892)  (2.543,044)
Movement In falr value of plan assels
As at 1 January 1,282,223 1,393,833
Expected retum on plan assets at liability discount rate 30,401 36,769
Actuarial remeasurement {recognised in Statement of Comprehensive income} (108,538) 2,488
Employer confributions 80,200 92,035
Benefits pald (192,041) {242,900}
As o} 31 December 1,092,247 1,282,223
Gross pension obligation Included in provisions (1,090,445) {1,260,821)
Insured annuity obligations’ 857,615 875,068
Gross deflned benefit pension deficit (233,030) {385,753}
Deferred tax on defined benefit pension deficit 40,694 69,051
Net defined benefit pension deficit {192,338) {316,702)

! Insured by Legal and General Assurance Soclety Limited

During 2018 annuities were purchased from the Group. A premium of £59m {2017: £141m} was pald from the assets of the Fund and the Scheme
to purchase these annuities. These annuities are not recognised as an asset for IAS 19 purposes and so the actuarial remeasurement recognised in
the Consolidated Statement of Comprehensive Income includes allowance for this premium payment as well as annuity receipts over 2018 of
£50m (2017: £53m).

On 26 October 2018, the High Court ruled Ihat UK pension schemes must equalise Guaranteed Minimum Pensions (GMP) to ensure that male and
female members of schemes were treated equitably. This judgement applied to GMP accrued belween 17 May 1990 and 5 April 1997. The
Impact of GMP equalisation on the value of the group’s defined benefit schames s estimated to be negligible.

The effect on the defined benefit obligation of the Fund and Scheme of assuming reasonable alternative assumptions in isolation is shown below.
Opposite sensitivities are broadly symmetrical, but larger sensitivities are not necessarily broadly proportionate due to the existence of maxima
and minima for Inflation linked benetits. These sensitivities have been caolculated to show the movement in the defined benefit obligation in
Isolation, and assuming no other changes in market conditions at the accounting date. This is unlikely in practice - for example, a chonge in
discount rate Is unlikely to occur without any movement in the value of the assets held by the Fund and Scheme.

2018 2017

£m £m

1 year increase In longevity {78) {92)
0.1% decrease In the rate used to discount liabilities (40) (43)
0.1% Increase In the rate of general inflation (RPI) (20) {25)
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14. Post-employment benefits (confinued)

The historic funding and experience adjusiments are os fofiows:

2018 2017 2016 2015 2014
£000 £000 £000 £000 £000
Present value of defined benefit abligations (2,182,892) {2.543044) (2.627,527) {2259,197) (2,347,532
Fair value of plan assets 1,092247 1282223 1,393.833 1,132,740 1,132.995

Gross penslon obllgations Included in provislons (1,090,845) (1.260,821) (1,233.694) (1,126,457) (1.214,537}

Experience adjusiments on plan liabiifies 14,275 22676 81,096 34,825 7.016
Experience adjustment on plan assels (108,534) 2486 235089 {62,295} 133,097

The fair value of the plan assets at the end of the year is made up as follows: .
Valuation base on  Valuation based on other than

quoted market price UK quoted market price UK

£000 £000

Equilies 113,200 -
Bonds 912,400 -
Properties - 52,400
Other investments' 14,000 -
As ot 31 December 2018 1,039,800 52,400

Valuation base on

Valuation based on other than

quoted market price UK quoted market price UK

£000 £000

Equities 77,878 -

Bonds 1,112,017 -

Properiies - 73,587

Other investments’ 18,741 -

As at 31 December 2017 ' 1,208,636 73,587

1 Other investments mainly consist of cash and cash equivalents.

The following amounts have been charged to the income statement:

2018 2017

£000 £000

Current service cosls 2,849 1,590

Net interest expense 30,020 30,842

32,889 32,432

Total included In other expenses

15. Share-based payments

The Company provides a number of equily setlled share-based long term incentive plans for directors and eligible employees.
Detalls of the schemes are provided below. '

Savings related share option scheme (SAYE) )
The SAYE allows employees to enter into a regular savings contract over elther 3 or § years, coupled with a coresponding option over shares of
the parent company, Legal & General Group Plc. The grant price is equal to 80% of the quoted market price of the Group shares on the invilation
date. Options are normally forfelted if the employee leaves the Group before the options vest,

The weighted average rémaining confractudl life for the outstanding options under the SAYE scheme Is 26 months {2017: 29 months). The
welghted average share price at the date of exercise was 196p (2017: 192p).

Share bonus plan (SBP) .
The Share Bonus Plan {SBP) awards restricted shares, combined awards of CSOP options and restricted shares and combined awards of CSOP
opfions and nil-paid options. With the exception of the Executive Directors, reciplents of restricted shares are entitled to both vote and receive
dividends. Fair value is calculated as the market value on the grant date, adjusted to reflect the eligibility for dividend payments.

The welghted average femaining contractual life for the oulstanding options under the SBP scheme is 97 months {2017: 97 months).
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Nil Cost Options can be granted to senior managers under the Performance Share Plan (PSP), based upon individual and company perfomance.
Pre the 2014 award, the number of performance shares tronsferred to the individual ot the end of the three year vesling period was dependent
on the Group's relative Total Shareholder Retum (TSR). New performance conditions attached to awards from 2014 result in the number of options
thal vest being equally dependent on the Group's relalive TSR and Eamings per Share (EPS)/Dividend per Share {DPS) growth. In addition, the
awards vest after the end of the three year perfoomance period and become exercisable in thirds over three, four and five years.

Further changes were made to the performance conditions for awards granted in 2018. The number of options that vest in respect of these
awords is equally dependent on the Group's relotive TSR and EPS growth {subject to Solvency (I objectives). The mojorily of awards vest after the
end of the three year performance period and become exercisable In thirds in year three, four and five. Awards granted to Executive Directors
and Persons Delivering Managerial Responsibllities vest after three years but any options that vest will not become exercisable until year five,

Employee share plan (E$P)

Under the HMRC tax advantaged Employee share plan (ESP), UK employees moy elect to purchase Group shares from the market at the best
market price on a maonthly basis. Employees can contribute between £5 and £150 per month from their gross salory. The Group supplements the
number of shares purchased by giving employees one free matching share for every one share purchased up lo the first £20 of the employees’
contributions and one free matching share for every two shares purchased with contributions between £20 and £125. No matching shares will be
provided inrespect of contributions between £125 and £150. From time lo time, the Group may make a grant of free shores. Both the free ond
matching shares must be held In trust for three years before they may vest to the employee. The fair value of granted shares Is equal to the market

value at grant date.

The weighted average fair value of the shares issued was 242p (2017: 254p).

Total options

Options over shares are outstanding under CSOP, ESOS and SAYE at 31 December 2018 as shown below:

Option Price (pence per share) Number of shares Option perlod ending In

0-100.00 157,205 2021 - 2028
100.01 - 110.00 38,490 2019
110.01 - 120.00 3,252 2022
130,01 - 140.00 220 2019
140.01 ~ 170.00 8,625 2019
180.01 - 190.00 2,839,623 2019 - 2021
190.01 - 200.00 254,013 2020
200.0t - 210.00 1,604,528 2020 - 2022
210.01 - 220.00 2,115,372 2021 - 2023
220.01 -230.00 171,417 2019 - 2021
240.01 - 250.00 537,642 2026 - 2027
260.01 ~ 270.00 354,824 2028
Total 8,089,211

Options over shares outstanding under CSOP, ESOS and SAYE at 31 December 2017 were as shown below:

Option Price {pence per share) Number of shares Option period ending in

0-70.00 105,481 2021 - 2027
70.01 - 80.00 53,607 2018
80.01 - 90.00 17,300 2019
100.0t ~ 110.00 76,708 2018 - 2019
110.01 - 120.00 3,252 2022
120,01 - 130.00 186,872 2018
160.01 - 170.00 86,804 2019
180.01 - 190,00 3,889,523 2017 - 2021
190.01 - 200.00 415,162 2017 - 2019
200.01 - 210.00 2,462,377 2020 - 2022
220.01 - 230.00 991,892 2018 - 2021
24001 - 250.00 558,308 2026 - 2027
280.01 - 290.00 304,474 2025
Total 9,151,960
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16. Share capltal
2018 2017
£ 4
Allotted and fully pald: 100 ordinary shares (2017: 100) of £1 each 100 100
17. Operating lease commitments
2018 2017
£000 £000
The fulure minimum aggregaole lease payments under non-cancellable operaling leases are as follows
Within one year 1,300 1325
Within twa to five years 1,715 3015
Aller five years - -
Total operating lease commiiments 3,015 4340

The Company had no other commitments at 31 December 2018 (2017: £nil).

18. Controlling partles

The immediate and ultimate parent undertaking is Legal & General Group Plc, a company incorporated in England and Wales, which
consolidates the financial statements of the Company. Copiles of the Legal & General Group Pic's financlal statements are available on the
Group website, www.legalandgeneralgroup.com or from the Company Secretary at the registered office, One Coleman Street, London, EC2R
5AA.

19. Investment in substdlary undertakings

The Company Is the parent company of Legal & Generat Pension Fund Trustee Limited and Legal & General Penslon Scheme Trustee Limited.
These companies act as trustee to the Legal & General Pension Fund and the Legal 8 General Pension Scheme respectively. Both of these
subsidiaries were incorporated on 20 February 2008 in Englond and Wales and their registered office address is One Coleman Street, London,
EC2R SAA. They were inactive throughout the 2018 financial year.

The Company's investment in Legal 8. General Pension Fund Trustee Limited s included at cost of £1, and the investment In Legal & General
Pension Scheme Trustee Limited is also included ot cost of £1. The Company holds 100% of the nominal value of shares in both Legal & General
Pension Fund Trustee Limited and Legal & General Pension Scheme Trustee Limited.

In 2017, the Company subscribed £1 in the share capital of a wholly owned subsidiary, Legal & General Employee Benefits Administration Limited,
Incorporated in England & Wales, the registered office is One Coleman Street, London. The purpose of this company is to act as a trustee for
group life assurance schemes. :

20. Risk management and control

This section describes the Company's approach fo risk management. it covers the overall approach to all risks and Includes a delalled review of
all risks within the business.

Risk management objectives
The Company's primary objective in undertaking risk management activily is to manage risk exposures in line with risk appetite, minimising
exposure to unexpected financlal loss and limiting the potential for deviation from anticipated outcomes.

Risk management approach

Risks are managed on a group wide basis. To support this, a risk framework is in place comprising formal committees, risk assessment processes’
and review functions. The fromework provides assurance that risks are being appropriately identified and managed and thot an independent
assessment of risks is being performed.

The principal risks to which the Company is exposed to are below:

i) Group penslon schemes: exposure to losses arising from increases in the deficlts of the schemes sponsored by the Company.

1) Employee share schemes: exposure to losses caused by fluctuations of the Group's share price.

1il) Operational risk: exposure tfo loss arising from inadequate or failed intemai processes, people, systems or from extemat events,

Iv) Regulatory risk: the risk that changes to employment regulation or legislation adversely impactis the Company.

v) liquidily risk: the risk that the Company, though solvent, either does not have sufficlient financial resources available to enable it to meet its
obligations as they fall due, or can secure them only at excessive cost.

vi) Credit risk: exposure 1o the risk that debtors may default on balances owed.

Group pension schemes

As the sponsaring employer for the defined benefit pension schemes, the Company is liable for the scheme deficit and is dependent on funding
from the Parent Company to ensure that obligations to the scheme are met. The Parent Company provides written confirmation thot the
Company will be supported for at least one year after the financial statements are signed. The factors and uncertainties that could give rise to an
increase in the pension scheme deficit include an increase in the longevily of scheme members and a significant fall in the stock market
impacting the value of scheme assets. These factors may be mitigated as a result of the scheme being closed to new members and new
accruals, as well as the number of membaers declining.
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20. Risk Management and Control (Conllnued)

Employee share schemes )

For the purposes of fulfilling its obligations o employees, the Company has holdings in the Group's shares as the sponsoring company for the
Group's Employee Share Ownership Trust {'ESOT'). Significant fluctuations in the stock market in general, and consequently the Group's share
price, can significantly affect the Income Statement, however the Operating Profit is unoffected as the Company fully recovers any valuation
gains or losses through the recharge process to other companies within the Group.

Operational risk
There are a number of categories under which operational risk and its management across fhe Company can be considered:

Internal process fallure: The Company is potentially exposed lo the risk of loss from failure of the intemal processes with which it fransacts its
business. The Company seeks to ensure the adequacy of the controls over its processes through regular reviews and assessment of thelr

appropriateness and effectiveness.

People: The Company is potentially exposed fo the risk of loss from inappropriate actions by staff. The risk is managed by business management
and human resource functions.

External events: Significant extemal events, likely to impact the Company, are monitored and responded to at a Group level.

Regulatory risk

As the main employer within the Group, the Company is required to comply with wide ranging regulation and legisiation reloting to the
employment of staff and is exposed to the risk of non-compliance. The Company Is also exposed to the risk of non-compliance with the Penslon
Act and Pension Regulator. The Group maintalns policies that address relevant regulatory and legislative requirements ond undertakes employee
training were appropriate to ensuré awareness. The Group maintains appropriate levels of employer liability insurance to mitigate some of the
employer liability risks bome by the Company.

Liquidity risk )

The Company relies on other subsidiaries within the Group to provide sources of liquidity, including the centralised Group treasury function.
‘Business units within the Group have a responsibility to manage thetr liquidity management framework within the Group's Liquidity Risk Policy.
Liquidity riskis quantified and monitored in two stress scenaiios: 1 in 20 and 1 in 200 stresses.

Credit risk
As the Company only provides services to other Group companies it is not exposed to significant risk of default on amounts owing to the
Company. The Company is normally able to, at least, fully rechdrge all costs incured in the provision of services provided to other entities within

the Group and is therefore fully reimbursed for these activities.
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