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Legal & General Group Plc

Profit and loss account
Six months ended 30 June 2007

Full year
30 06 07 30 06 06 311206
MNotes £m £m £m
Income recevable from shares in Group undertakings 2 400 82 433
Gain on disposal of subsidiary 5 605 - -
Investment retum 43 46 71
Interest payable and similar charges 3 49 {48) (an
Administration expenses (15) &) @
Profit on ordinary activities before taxation 984 45 309
Tax on profit on ordinary activihies 9 7 15
Profit for the period 993 52 414
Intenm dvidend distributions during the penod - - (113
Fingl dividend distnbutions dunng the period {248) (234) (238)
Retained profit/(loss) for the penod 745 {184) 65




Legal & General Group Plc
Balance Sheet

As at 30 June 2007
At300607 At300606 A1311206
Notes £m £m £m
Fixed assets
Invastments 5 6,529 5,794 6,690
Current assels
Amounts owed by Group undertokings 1.280 85 161
Debtors
Financial investments 189 42 22
Tax 33 37 26
Other debtors 8 10
Creditors amounts falling due within one year
Converhble loan 7 - (518} -
Amounts owed to Group undertakings [¢)) @ @
Other creditors .} [ra))] (50) {21)
Net current assets/(liabilities) 1,430 (396) 186
Total assels less current liabilities 7,959 5,398 6876
Creditors amounts talling due atfter more than one year
Subordinated borrowings 7 (1,371) 813) (818)
Armnounts owed to Group undertakings (620) 337) (638)
5,968 4248 5420
Capital and reserves
Called up share capital 8 163 163 163
Share premmem account 8 926 Q20 923
Revaluation reserve 9 3,234 2510 343
Other reserves 9 25 29 24
Profit and loss aecount 9 1,620 626 877
Total equity 5,968 4248 5,420

The interm financial statements on pages 1 to 9 were approvad by the directors on 25 July 2007 and were sgned onits

behalf by

Wi Mowselfs

Sir Rob Marge! {
Chairman

Andrew Patmer
Group Drector (Finance)

L d\.




Legal & General Group Pic

Statement of Total Recognised Gains and Losses
For the six months ended 30 June 2007

Full yaar
3006 07 300606 2006
£m £m em
Profit for the period 993 52 414
(Loss)/gain on revaluahon of investrnents in subsidiary undertakings (197) 193 1,114
Total recognised gains and losses relating to the period 796 245 1,528
Legal & General Group Plc
Reconciliation of Movements in Total Equity
For the six months ended 30 June 2007
Full year
3004 07 3030606 2006
&m £m 2m
At 1 January 5,420 44646 4646
Total recognised gains ond losses 196 245 1528
Net movements in employee share schemes (1) & 3
Diidend distritbbutions to equity holders of the Company during the year (248) (236) (34%)
Issue of ordinary share capital 3 12 15
Net change in hedging reserve - )] &)
Transfer (to)f/from share-based payments reserve ~{7) - 2
Reclassificaton of subordinated boriowings from equity to debt - @94) (394)
Exchange galn on currency loan 5 - -
Far value loss after tax on reclassification of subordinated borrowings os debt - 28 (28)
5,968 4248 5,420

At end of period




Legal & General Group Plc
Notes to the Intenm Accounts

1 Accounfing policies

Basis of preparation

The Company's intenm accounts have been prepared in
accorgance with and for the purposes of Sections 270 and 272
of the Compartes Act 1985

Income

Income includes dvidends and Interest BDvdends receivable
from Group comparmes are racogrised in the penod in which
the cividends are declared and approved ot a general
meehng or are pad interest ncome 1 recognised using the
effechve nterest method

Distributions

Dividend distributions to equity holders are recogrised as o
hability in the penod in which the dmdends ore authonsed and
are no longer at the discrehon of the Company Final dividends
are accruad when approved by equity holders ot a general
meehng and intenm divdends are accrued when paid

Intorest expense

Interest expense reflects the underdywng cost of borrowing
based on the effectve interest method ond includes payments
and receipts made under denvative instruments which are
amortised over the interast penod to which they relate

Invastment in subsidiary underdakings

Shares in subsidiary undertakings are stated at the Company's
share of ther net assets Unrealised gains or losses ansing on
Investments in subsdiary undertakings are taken to the
ravaluahon reserve

Loans and recetvables
Loans and receivables are held of amaortised cost usng the
effective interest rate method

Derivatve financial instruments and hedge accounting

The Compony's achwhies expose 1t to the financial nsks of
changes in foreign exchange rates and interest rates The
Company uses denvatives such as foreign exchange forward
contracts and inferest rate swap contracts, to hedge these
exposures The Company uses hedge accounting provided the
prascnbed cnfeno are met to recognise the offsethng effects of
changes in the far vaiue or cash fiow of the denvative
instrurment and the hedged item The Company's princigal use
of hedge accounhng s to hedge the far value movements in
loans due to interest rate and exchange rate fluctuations  Any
gan or loss from remeasunng the hedging instrument at far
value 15 recogrised immediately in the profit and loss account
Any gain or loss on the hedged item attnbutable o the hedged
nsk s agjusted against the carrying amount of the hedged item
and recogrised in the profit and toss account The relatonship
between the hedging instrument and the hedged itemn
together with the nsk manogement objective and strategy for
urndertaking the hedge transachen are documented ot the
incepton of the transachon The effectiveness of the hedge Is
documented and monitored on on ongoing basls Hedge
accountng s only applied for highly effective hedges
(between 80% and 125% effechiveness) with any ineffechve
portion of the gan or loss recognised in the profit and loss
accountin the cunrent penod

Certan denvahve instruments do not qualfy for hedge
accouniing Changes in the far value of any such denvative
instruments are recognised imanediatety In the profit and loss
account

Borrowings

Borrowings are recognised ihally at far value net of
transachon costs Borrowings clossfied as kabilities are
subsequentty stated ot amortised cost The difference between
the proceeds and the redemphon value 1s recogrused in the
profit and 10ss account over the borrowing penod using the
effective interest method

For a convertible bond which includes a cash setiternent
opfion in heu of the 1ssue of shares on conversion the
conversion option is separated and recognised as o
derlvative tiability The iability 1s revalued to fair value at
each reporting period with foir value gains and losses
taken through the profit and loss account The remainder
of the proceeds less affnbutable expenses is allocated to
the value of the debt portion of the convarhible bond This
amount |s recorded as a hability on an amortised cost
bass using the effechve interest rate untl exhinglished on
convearsion or on matunty of the bond

Defaered tax

Deferred tax Is recogrused in respect of tming differences
which have not reversed at the balonce sheet date and
which resultin an obligaton to pay more tax, or ajfight to
pay less tax, at a future date Deferred tax 1s measured at
rates expected to apply when the tming differences
revarse, based on current tax rotes and low Deferred tax
assets are recognised 10 the exient that it is more likely
than not that they will be recovered Deferred tax assets
and llabilities are not discounted

Foreign currencies |

Foreign currency fransachons are fransiated into stering
the Company's funchonal and presentational currency
using the exchange rate prevailing ot the date of the
transactlons Foreign exchange gains and losses are
recognisaed In the profit and 10ss account

Pension costs
The Company participates in mulh-employer defined
bensefit schemes within the meaning of FRS 17
Retlrement Bensefits which asifs share of the underying
assets and liabiliies cannot be idenhfied have been
freated for reporting purposes as defined coninbuton
schemes in addihon to these schemes the Company also
contnbutes to defined contnbution schemes The
Company chargas the costs of its pension schemaes
against profit as incurrad  Any difference between the
cumulative amounts charged against profits and
contribution amounis pald is includad as a provision of
prepayment in the balonce shoet

The assets of the defined benefit schemes are held in
separate trustee administerad funds which have been
subject to regular vaiuation every three years and
updated by formal reviews at reporting dates by qualified
actuories who were employees of the Group

Share-based payments

The Company operates a number of share-based
paymeant plans on behalf of its subsichanes The fair value
of the aquity instruments granted Is spreoad over the
vasting period of the instrument ond trected as a capital
contnbuton to the respective subsidiaory  Thea total capital
ceontribution 1s detarmined by reference to the farr value
of the awards excluding tha impact of any non-market
vesting condifions

At each bolance sheet date the Company revises its
estirmate of the number of equity Instruments which are
expected to become exercisable it recognises the
impoct of the reviston of onginal eshmates 1if any In the
cost of the iInvestment in the substdiary and a
corresponding adjustment s made to equity over the
remaining vesing penod On vesting or exercise the
difference between the accumulated capttal
contribution and the actual cost to the Company 1s
fransferred to retained earnings Where new shares are
Issued the proceeds received are credited to share
capital and shore premiurn Any capital contnbuhon s
subsequently recharged jo the respechve subsidiary as
incurred and the corresponding cost of investment 1s
reduced




Legal & General Group Plc
Notes to the Interim Accounts

2 Income recelvable from shares in Group undertakings

Full yaar
3006 07 30064 06 2006
&m &m £m
Legal & General Assurance Society Limited 400 50 380
Legal & General Investment Management Limited - - 50
Other - 2 3
Income recetvable from shares in Group underiakings 400 &2 433
3 Interest payable and similar charges
Full year
3006 07 3006 D& 2006
sm £m £n
Interest payable to Group undertakings a9 (18} 36)
Interest payable in respect of borowmngs (30 (30} (65)
Interest payable and simitar charges a9 (48) (ton
4 Dividends and other distnbuhions
30 06 07 3006 07 300606 300606 311206 N 1206
p £m p £ D &m
Ordinary share dividends paid in the penod 38 248 3463 236 537 349
Ordinary share dividend proposed! 187 122 174 113 KE:3! 248
1 The dvidend proposed for the penod to 30 June 2007 has not been included as a hability in the balance sheet
5 Investments
Shares Loans
th Group to Group
companies companios Tetal
3006 07 30 04 07 300607
£m £m £m
At valuaton, 1 January 2007 5,407 1,283 6,690
Addifions 1,990 - 1,990
Disposals {1,340) - (1,340)
Repayment - (605) (605)
Revaluahion aen 9) (206)
At valuation, 30 June 2007 5,860 66% 6,529
2,661 760 3.421

At cost 30 June 2007

On 11 June 2007, Legal & General Group Plc sold its investment in Legal & General Insurance Holdings Lmited {onginal cast

€1 340m) to Legal & General Insurance Holdings No 2 bmited (o direct subsidiary of Legal & General Group Plc) for a total

consideration of €7 491m The consideration was satisfied by share coprtal of Legal & General Insurance Holdings No 2 imited
with a nominal value of £6 886m and cash of £605m The cash settlement s recognised in the Company profit and loss account as

areqlised profit




Legal & General Group Plc
Notes to the Interm Accounts

5 Investments (continued)

Shares Loans
In Group to Group
componies companies Total
0606 300605 300606
£m em m
Al valuation, 1 January 2006 4290 1304 5,594
Additions 2 20 22
Repayrnent - - -
Revaluation 193 (15) 178
At valughon, 30 June 2006 4 485 1,309 5794
At cost, 30 June 2006 2009 1365 3,374
Shares Loans
in Group to Group
companies companies Total
311206 311206 311206
o gm £m
At valuation, 1 January 2006 4290 1304 5,594
Addrtions 4 624 628
Repayment - (606) (606)
Revaluation 114 (40) 1,074
At valuahon, 31 December 2006 5,408 1282 6 690
At cost 31 December 2006 201 1,364 3375
6 Other creditors and accruals
Full year
30 06 07 300606 2006
£m £m £m
Denvatve habilihes 66 43 19
Other creditors 3 2 2
Deferred tax 2 5 -
Other creditors and gccruals n 50 21
7 Borrowings
At300607 AT300606 At311206
&m £&m &m
Subordinated borrowings
6 385% Sterling perpetual capital secunties 580 - -
5 875% Sterling undated subordinated notes 428 429 429
40% Euro subordinated notes 2025 363 384 389
Total subordinated botrowings 1,371 813 818
Semor borrowings
2 75% Sterling convertible bond 2006 - 518 -
13N 1331 818

Total borrowings




Legal & General Group Plc
Notes to the Intenm Accounts

8 Share capital and share premium

Full yaar
3006 07 30 06 07 3006 06 2006
Authorised share capital Number of shares £m &m £m
At period end ordinary shares of 2 5p each 9,200,000,000 230 230 230
Share Share
capital premium
Issued share capital, fully paid Number of shares £m £m
At 1 January 2007 6,532,261,961 163 923
Options exercised under share ophion schemes
- Executive share option scheme 1,659,031 - 2
- Save as you earn scherme 1,596,379 - 1
At 30 June 2007 6,535,517,371 163 928
Share Share
capltal premium
Numbaer of shares £m B
At 1 January 2006 6,507,421,932 163 908
Cphons exercised under share option schemes
- Executive share option scheme 3,344,635 . -
- Save Qs you earn scheme 17 140007 - 12
At 30 June 2006 6.527,906.574 143 Q20
Share Share
caopital premium
Number of shares &m &m
At 1 January 2006 6,507,421,932 163 08
Options exarcised under share option schemes
- Exacutve share option scheme 5324 625 - 4
- Save os you earn schame 19,515,404 - 11
At 31 December 2006 6532 26) 961 163 923




Legal & General Group Plc
Notes to the Intenm Accounts

9 Movement in reserves

Share-based Stab- Profil
Hedging paymen! ordinaled Revaluation and loss
resenve reserve  borrowings 1esenve account Total
£m £m &m £m &m £m
At 1 January 2007 () 27 - 3,431 877 4,334
Retained profit after tox and dividends - - - - 745 745
Decrease In the net assels of subsidianes - - - Qaen - (197}
Vatue of employee services - 9 - - - 9
Net change in hedging reserve - - - - - -
Shares vested and transfer from share-based payments
reserve - {10) - - 1)) (7
Reclassification of subordingted borowings from equity to
debt - - - - - -
Exchonge gain on currency lcan - - - - 5 5
Far value loss after tax on reclassification of
subordinated borowings as debt - . . - . -
Af 30 June 2007 (1)) 26 - 3,234 1,620 4,879
. Shore-based Sub- Profit
Hedging payment ordinated Revaluation and loss
reserve reserve  borrowings raserve account Total
£m £m €m &m £m gm
At 1 January 2006 2 24 394 237 838 3575
Retained profit after tax and dividends - - - - (184) (184)
Increase in the net assets of subsidianes - - - 193 - 193
Value of employee services - & - - - 6
Net change in hedging reserve 3) - - - - )
Shares vested and transfer from share based payments
reserve - - - - - -
Reclassification of subordinated borrowings from equity {o
debt - - (394 - - (3%94)
Far value loss after tax on reclassiftcation of subordinated
borrowings as debt - - - - (28) 28)
At 30 June 2006 m 30 - 251C 626 3,165
Share-based Sub- Profit
Hedging payment  ordinated Revaluation and 10ss
resanve reserve  borrowings reserve account Total
gm gm on £m &m m
At 1 January 2006 2 24 394 2317 838 3575
Retalned profit after tax and dividends - - - - 65 65
Increqse in the net assets of subsidianes - - - 1.114 - 1,114
Value of employee services - 15 - - - 15
Net change in hedging reserve 3) - - - - (3
Shares vested and tiansfer from share based payments
reserve - (2 - - 2 Qo
Reclassification of subordinated borowings from equity to
debt - - (394) - - {394y
Farr value loss after tax on reclassification of subordinated
borrowings as debt - - - - (28) (28)
At 31 Decomber 2006 ) 27 - 3,433 877 4,334




Lega! & General Group Pic
* Notes to the Intenm Accounts

10 Post balance sheet event

The Board has approved an on market share buy back programme 1o return £10n of capital to shareholders Full details are
provided in the 2007 Interim Review

There 13 no impact on the results of the Group for the six months period to 30 June 2007




