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LEGAL & GENERAL FINANCE PLC
STRATEGIC REPORT

The directors present their Strategic Report on Legal & General Finance PLG (the "Company") for the year ended 31 December
2018.

Principal activities

Legal & General Finance PLC is a public limited company incorporated in England and Wales, whose ultimate controlling party
is Legal & General Group Plc. The Company's registered office is at One Coleman Street, London, EC2R 5AA. It is registered
in England and Wales under company registration number 02338444 and domiciled in the United Kingdom.

The principal activity of the Company throughout the year was to operate as a finance company.

The Company's prime objective is to provide funding to other Legal & General group companies. It does this by raising finance
from capital markets. In fulfilling this role, the Company issues listed debt through Legal & General Group Plc's £5bn Euro Note
Programme and the Company's US $2bn Commercial Paper Programme. All of the Company's issued listed debt under these
programmes is guaranteed by Legal & General Group Plc.

The Strategic Report and financial risk management notes are on pages 3 and 21 to 23 respectively.
Review of business and future developments

The Company continued to provide funding to other Legal & General group companies throughout the year. The directors do
not envisage any changes in activity for the foreseeable future. During the year the Company issued and repaid operational
borrowings under the commercial paper programme noted above.

Financial review and key performance indicators

The directors review a range of performance indicators to monitor the performance of the Gompany. Profit on ordinary activities
before taxation and net assets are regarded as the principal key performance indicators.

The profit on ordinary activities before taxation of the Company for 2018 was £1.1m (2017: £3.4m). Net assets as at 31
December 2018 were £5.9m (2017: £10.3m).

Principal risks and uncertainties

The Company's business involves the acceptance and management of risk. A detailed review of the Company's exposure to
risks, which comprise market risk, credit risk and liquidity risk, together with the framework for the management and analysis of
the exposure of the Company's financial instruments to risk, is set out in note 17. The principal risks and uncertainties facing
the Company are:

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

b) Counterparties
A number of major banks operate as counterparties for the investments of the Company. Whilst the Company 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
Liquidity 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 liquid financial resources at an excessive
borrowing cost relative to that achieved in the recent past 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.

Additionally the directors have considered the impact of the UK's anticipated exit from the European Union, particularly in
relation to access to European capital markets, and do not believe there will be a material impact on the Company’s
operations.

By order of the board: )

A. Fairhurst
For and on behalf of Legal & General Co Sec Limited

Company Secretary
5 March 2019



LEGAL & GENERAL FINANCE PLC
DIRECTORS’ REPORT

The directors present their Directors' Report together with the audited financial statements of Legal & General Finance PLC
(the "Company") for the year ended 31 December 2018.

Results for the year and dividend
The results of the Company are set out on page 10. The directors do not recommend the payment of a final dividend (2017:
nil). An interim dividend of £5.3m was paid in the year (2017: nil).

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

F.B.Turley

G. O'Neill

M. J. Brookes
S.J. Davies

Directors' Indemnities and insurance

The immediate and ultimate parent company, Legal & General Group Ple, maintains an appropriate level of directors' and
officers’ liability insurance which is reviewed annually. As permitted by the Articles of Association, the directors have the benefit
of an indemnity which is a qualifying 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 is currently in force.

Legal & General Group Plc and its global subsidiaries (“the group”) recognise that companies have an obligation to ensure that
their business and supporting supply chains are slavery free.

Legal & General's full modern slavery statement can be found at https://www.legalandgeneralgroup.com/ .

Going concern
No material uncertainties that cast significant doubt about the ability of the Company to continue as a going concern have been
identified by the directors.

Internal control and risk management framework

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

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

The Company adheres to the practices set out in the Financial Reporting Council's guidance on risk management, internal
control and related financial and business reporting through a system of timely preparation of management and financial
statements, internal review of the statements by suitably qualified finance professionals and a periodic review by Group Internal
Audit. The Company's exposure to financial risks is contained in note 17.

The day to day operations of the Company are managed by the Legal & General group's treasury function.

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 their appointment was approved by the Company's shareholder. In accordance with Section 489 of the
Companies Act 2008, a resolution for the re-appointment of KPMG LLP as auditor of the company is to be proposed at the
forthcoming Legal & General Group Plc Annual General Meeting.



LEGAL & GENERAL FINANCE PLC
DIRECTORS’ REPORT

Statement of directors’ responsibilities
The directors are responsible for preparing the Annual Report and Accounts, including the Directors’ report on remuneration
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 the directors have
prepared the financial statements in accordance with United Kingdom (UK) Generally Accepted Accounting Practice (GAAP)
{UK Accounting Standards, comprising FRS 101 ‘Reduced Disclosures Framework', and applicable law). Under company law,
the directars must not approve the financial statements unless they are satisfied that they give a true and fair view of the state
of affairs of the Company and of the profit or loss of the Company for that period. In preparing these financial statements, the
directors are required to:

« select suitable accounting policies and then apply them consistently;

- state whether applicable UK Accounting Standards, comprising FRS 101, have been followed for the Company financial
statements, subject to any material departures disclosed and explained in the financial statements;

+ make judgements and accounting estimates that are reasonable, relevant, reliable and prudent;

« assess the Company's ability to continue as a going concern and whether the use of the going concern basis is appropriate,
as well as disclose, if applicable, matters relating to going concern; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to
ensure that the financial statements and the Directors' report on remuneration comply with the Companies Act 2006.

They are also respansible for such internal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstatements, whether due to fraud or error.

The directors are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

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

Each of the directars who held office at the date this report was approved, whose names and functions are listed in the Board
of directors section, confirm that, to the best of their knowledge:

« the Company’s financial statements, which have been prepared in accordance with UK GAAP (UK Accounting Standards,
comprising FRS 101 ‘Reduced Disclosures Framework’ and applicable law), give a true and fair view of the assets, liabilities,
financial position and profit of the company

» the Strategic report includes a fair review of the development and performance of the business and the position of the
Company, together with a description of the principal risks and uncertainties that it faces

Disclosure of information to auditors

In accordance with Section 418 of the Companies Act 2006, each of the directors who held office at the date this report was

approved, confirms that:

(a) so far as the director is aware, there is no relevant audit information of which the Company's auditors are unaware.

(b) they have taken all the steps that they ought to have taken as a director in order to make themselves aware of any relevant
audit information and to establish that the company’s auditors are aware of that information.

By order of the Board:

CLJ\A‘-J\J*—"-’Q D b L.,\_A_,ukgqu) (.‘

A. Fairhurst
For and on behalf of Legal & General Co Sec Limited

Company Secretary
5 March 2019



LEGAL & GENERAL FINANCE PLC
INDEPENDENT AUDITORS’ REPORT

INDEPENDENT AUDITOR’'S REPORT TO THE MEMBERS OF LEGAL & GENERAL FINANCE PLC

1 Our opinion is unmodified

We have audited the financial statements of Legal & General Finance PLC (“the Company”) for the year ended 31 December
2018 which comprise the Income Statement, Balance Shest, Statement of Changes in Equity, and the related notes, including

the accounting policies in note 1.

In our opinion the financial statements:
give a true and fair view of the state of Company's affairs as at 31 December 2018 and of its profit for the year then

ended;

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

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law. Our
responsibilities are described below. We believe that the audit evidence we have obtained is a sufficient and appropriate basis
for our opinion. Our audit opinion is consistent with our report to those charged with governance.

We were first appointed as auditor by the shareholder on 17 May 2018. The period of total uninterrupted engagement is for the
one financial year ended 31 December 2018. We have fulfilled our ethical responsibilities under, and we remain independent
of the Company in accordance with, UK ethical requirements including the FRC Ethical Standard as applied to listed public
interest entities. No non-audit services prohibited by that standard were provided.

2 Key audit matters: our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the financial
statements and include the most significant assessed risks of material misstatement (whether or not due to fraud) identified by
us, including those which had the greatest effect on: the overall audit strategy; the allocation of resources in the audit; and
directing the efforts of the engagement team. We determined that there were no key audit matters applicable to the Company
to communicate in our report.

3 Our application of materiality and an overview of the scope of our audit

Materiality for the financial statements as a whole was set at £20.3 million, determined by reference to a benchmark of total
assets, normalised by taking an average over the last five years, of £2,027 million. Materiality represents 1.0% of the
benchmark. We consider total assets to be the most appropriate benchmark as the Company principally operates as a finance
company.

We agreed to report to those charged with governance any corrected or uncorrected identified misstatements exceeding £1.0
million, in addition to other identified misstatements that warranted reporting on qualitative grounds.



LEGAL & GENERAL FINANCE PLC
INDEPENDENT AUDITORS’ REPORT

4 We have nothing to report on going 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”).

Our responsibility is to conclude on the appropriateness of the Directors’ conclusions and, had there been a material
uncertainty related to going concern, to make reference to that in this audit report. However, as we cannot predict all future
events or conditions and as subsequent events may result in outcomes that are inconsistent with judgements that were
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.

In our evaluation of the Directors' conclusions, we considered the inherent risks to the Company's business model and
analysed how those risks might affect the Company's financial resources or ability to continue operations over the going
concern period. The risk that we considered most likely to adversely affect the Company's available financial resources over
this period was a deterioration in the valuation of the Company's investments arising from a significant change in the economic
environment.

As these were risks that could potentially cast significant doubt on the Company's ability to continue as a going concern, we
considered sensitivities over the level of available financial resources indicated by the Company’s financial forecasts taking
account of reasonably possible (but not unrealistic) adverse effects that could arise from these risks individually and collectively
and evaluated the achievability of the actions the Directors consider they would take to improve the position should the risks
materialise. We also considered less predictable but realistic second order impacts, such as the impact of Brexit, which could
result in a rapid reduction of available financial resources.

Based on this work, 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 over the use of that basis for a
period of at least a year from the date of approval of the financial statements.

We have nothing to report in these respects, and we did not identify going concern as a key audit matter.

5 We have nothing to report on the other information in the Annual Report

The directors are responsible for the other information presented in the Annual Report together with the financial statements.
Our opinion on the financial statements does not cover the other information and, accordingly, we do not express an audit
opinion or, except as explicitly stated below, any form of assurance conclusion thereon,

Our responsibility is to read the other information 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 we have not identified material misstatements in the other information.

Strategic report and directors’ report

Based solely on our work on the other information:

. we have not identified material misstatements in the strategic report and the directors’ report;

. 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.



LEGAL & GENERAL FINANCE PLC
INDEPENDENT AUDITORS’ REPORT

6 We have nothing to report on the other matters on which we are required 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 by the Company, or returns adequate for our audit have not been
received from branches not visited by us; or

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

. certain 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.
7 Respective responsibilities

Directors’ responsibilities

As explained more fully in their statement set out on page 5, the Directors are responsible for: the preparation of the financial
statements including 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 gaing 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 objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or other irregularities (see below), or error, and to issue our 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, other irregularities or error
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 websile at www.frc.org.uk/auditorsresponsibilities.

Irregularities — ability to detect

We identified areas of laws and regulations that could reasonably be expected to have a material effect on the financial
statements from our general commercial and sector experience and through discussion with the directors (as required by
auditing standards), and discussed with the directors the policies and procedures regarding compliance with laws and
regulations. We communicated identified laws and regulations throughout our team and remained alert to any indications of
non-compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

The Company is subject to laws and regulations that directly affect the financial statements including financial reporting
legislation (including related companies legislation), distributable profits legislation and taxation legislation and we assessed the
extent of compliance with these laws and regulations as part of our procedures on the related financial statement items.

Whilst the company is subject to many other laws and regulations, we did not identify any others where the consequences of
non-compliance alone could have a material effect an amounts or disclosures in the financial statements.

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some material
misstatements in the financial statements, even though we have properly planned and performed our audit in accordance with
auditing standards. For example, the further removed non-compliance with laws and regulations (irregularities) is from the
events and transactions reflected in the financial statements, the less likely the inherently limited procedures required by
auditing standards would identify it. In addition, as with any audit, there remained a higher risk of non-detection of irregularities,
as these may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls. We are
not responsible for preventing non-compliance and cannot be expected to detect non-compliance with all laws and regulations.



LEGAL & GENERAL FINANCE PLC
INDEPENDENT AUDITORS’ REPORT

8 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
required 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 report, or for the opinions we have formed.

Rl

Rees Aronson (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

KPMG LLP

15 Canada Square, London, E14 5GL

5th March 2019



LEGAL & GENERAL FINANCE PLC

INCOME STATEMENT

For the year ended 31 December 2018

Finance and similar income

Income from investments in group undertakings
Investment return

Other income

Finance and similar costs

Interest paid to group undertakings

Other finance costs

Administrative expenses

Profit before income tax

Income tax expense

Profit for the period

Notes

(=]

13

2018 2017
£m £m
41.2 40.7
1.9 3.6
8.6 5.3
51.7 49.6
(8.9) (5.4)
(38.6) (37.6)
(47.5) (43.0)
(3.1) (3.2)
1.1 3.4
(0.2) (0.7
0.9 2.7

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

total comprehensive income of the Company.

10



LEGAL & GENERAL FINANCE PLC
BALANCE SHEET

As at 31 December 2018

Non-Current Assets
Financial investments

Current Assets
Financial investments

Receivables
Cash and cash equivalents

Total Assets

Non-Current Liabilities
Borrowings

Current Liabilities

Borrowings
Other payables and financial liabilities

Total Liabilities

Net assets

Equity
Retained earnings

Total Equity

The notes on pages 13 to 23 form an integral part of these financial statements.

Notes

10
1
12

13

13
14

2018 2017
£m £m
601.2 601.2
1,793.7 1,942.7
305.9 337.1
1.0 1.4
2,100.6 2,281.2
2,701.8 2,882.4
597.9 597.9
304.1 360.2
1,793.9 1,914.0
2,098.0 2,274.2
2,695.9 2,872.1
5.9 10.3

5.9 10.3

5.9 10.3

The financial statements on pages 10 to 23 were approved by the Board of directors on 5 March 2019 and were signed on its

behalf by:

G. O'Neill
Director
5 March 2019

"



LEGAL & GENERAL FINANCE PLC
STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2018

Share Retained Total

Capital earnings equity

£m £m £m

As at 1 January 2018 - 10.3 10.3
Total comprehensive income for the year - 0.9 0.9
Dividends - (5.3) (5.3)
As at 31 December 2018 - 59 5.9
As at 1 January 2017 - 7.6 7.6
Total comprehensive income for the year - 2.7 2.7
Dividends - - =
As at 31 December 2017 - 10.3 10.3

12



LEGAL & GENERAL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies

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) Basis of preparation

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

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

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

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

- 10(d), (statement of cash flows),

- 16 (a statement of compliance with all IFRS),

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

- 38B-D (additional comparative information),

- 111 (cash flow statement information),

- 134-136 (capital management disclosures).

- IAS 7, 'Statement of cash flows'

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

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

(b) Adoption of IFRS 9 ‘Financial Instrument’

In 2018 the Gompany has applied IFRS 9 'Financial Instruments’ for the first time, which is effective for annual periods starting
on or after 1 January 2018. The standard replaces I1AS 39 ‘Financial Instruments: Recognition and Measurement’ and
introduces new principles around classification and measurement of financial instruments, impairment of financial assets and
hedge accounting.

Classification and measurement of financial assets

The standard introduces new assessments for the classification and measurement of financial assets, as detalled in note 1(g).
These assessments were made as at the date of initial application, and then applied to those financial assets that were not
derecognised before 1 January 2018. The solely payments of principal and interest on the principal amount outstanding (SPPI)
test was performed based on facts and circumstances as at the initial recognition of the asset.

There has been no change in classification and measurement of the Company's financial assets as a result of the introduction
of IFRS 9. Non-current financial investments and cash and cash equivalents remain at fair value through profit or loss (FVTPL).
Current investments and other receivables continue to be held at amortised cost.

Classification and measurement of financial liabilities
IFRS 9 largely retains the existing requirements in I1AS 39 for the classification and measurement of financial liabilities. The
adoption of IFRS 9 has not had a significant effect on the Company’s accounting policies related to financial liabilities.

Impairment
IFRS 9 introduces a new impairment model for financial assets not held at FVTPL. As a result, the Company must now
determine forward looking expected credit losses (ECL) for all its financial assets held at amortised cost.

The Company measures loss allowance at an amount equal to lifetime ECLs, except for debt securities that are determined to
have low credit risk at the reporting date and other debt securities for which credit risk has not increased significantly since
initial recognition. In these cases, ECLs are based on the 12-month ECL, which is the ECL that results from a possible default
up to 12 months after the reporting date. The Company uses relevant quantitative and qualitative information and analysis
based on historical experience, and informed credit assessment including forward-looking information in order to evaluate the
credit-worthiness of each security at each reporting date, to determine whether a significant increase in credit risk since
origination accurred. Should this be the case, the allowance will be based on the lifetime ECL.

ECLs are calculated by considering the probability of default (PD), the loss given default (LGD) and the exposure at default
(EAD). The PD is determined by reference to third party information on available companies, or using qualitative information
available to the Company, and depends on whether a financial asset requires determination of a 12-month ECL or lifetime ECL.
The LGD is determined with reference to any exposure reducing instruments such as collateral or liquid assets that the
counterparty may have. The EAD is determined as the amount outstanding at the reporting date.

13



LEGAL & GENERAL FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS

The adoption of the ECL requirements of IFRS 9 did not result in the recognition of impairment losses as at the date of initial
application or at the reporting date.

The Company has applied the new standard from 1 January 2018 and as permitted by the transition provisions of IFRS 9, the
Company has elected not to restate comparative period information and the accounting policies as set out in the basis of
preparation in the Company Financial Statements for the year ended 31 December 2017. Differences in the carrying amounts
of financial assets and financial liabilities resulting from the adoption of IFRS 9 are recognised as an adjustment to retained
earnings as at 1 January 2018, although no such adjustments were identified.

(¢) Finance and similar income

Finance and similar income comprises interest receivable, which is recognised using the effective interest rate method and
dividend income which is recognised when the right to receive payment is established. It also includes Investment return which
comprises fair value gains and losses on financial investments measured at fair value through profit and lost.

(d) Distributions

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

(e) Foreign currencies

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

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

(f) Taxation

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

(g) Investments

On initial recognition, financial assets are measured at fair value. Subsequently, they can be measured at amortised cost, fair

value through other comprehensive income (FVOCI) or fair value through profit or loss (FVTPL). The classification depends on

two criteria:

(i) the business model within which financial assets are managed; and

(i) their contractual cash flow characteristics (whether the cash flows represent ‘solely payments of principal and
interest’ (SPPI)).

An instrument is measured at amortised cost if it meets the following conditions:

(i) it is held within a business model that has an objective to hold financial assets to collect contractual cash flows; and
(i) the contractual terms of the financial asset result in cash flows that are solely payments of principal and interest on
the principal amount outstanding (SPPI).

An instrument is measured at FVOCI if it meets the following conditions:
(i) it is held for collection of contractual cash flows and for selling the financial assets; and
(i) the asset's cash flows represent solely payments of principal and interest.

Movements in the carrying amount of assets measured at FVOCI are recognised in other comprehensive income except for the
recognition of impairment gains or losses and interest revenue which are recognised in the income statement. When the
financial asset is derecognised, the cumulative gain or loss previously recognised in other comprehensive income is
reclassified from equity to income statement. Interest income from these financial assets is included in finance and similar
income using the effective interest rate method. Impairment expenses are presented as separate line item in the income
statement.

Assels that are held at FVTPL include derivative assets which are held for trading (HFT) and financial assets that fail both the
business model and SPPI tests, including equity instruments. A gain or loss on a debt investment that is subsequently
measured at FVTPL is recognised in the income statement within finance and similar income.

The Company has no equity instruments.
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