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makes financial security easier to achieve for 3 million people
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To many retired people, the pension they have built up over many yearsof saving is what they now depend upon for the financial security theyhave worked for and deserve. Legal & General pays over £600 millionin pensions each year to over 300,000 people.
To a newly-married couple, buying a first home together marks a majorstep towards their new life of independent yet shared security. In 2000,Legal & General was involved in arranging around 115,000 mortgagesworth over £8 billion.
To people of working age, the savings they make into ISAs, unit trustsand pension funds are a vital source of reassurance today and financialsecurity in the future. Legal & General now manages investments andpension funds totalling over £114 billion.
Living involves many risks, so at every stage of life people are right toseek security and protection for themselves, their loved ones and theirpossessions. Legal & General protects the lives, the health, the homes orthe belongings of over 2.5 million people.
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C H A I R M A N ’ S  S TAT E M E N T

is positioned for a strong future
2 0 0 0 1999

£ m £m
Modified Statutory Solvency Basis
Life and pensions business– UK 312 285– International 52 36
Investment management 62 43
General insurance 20 25
Other income 33 29
Operating profit before taxfrom continuing operations 479 418
Profit for the financial period 317 587
Achieved Profits Basis
Contribution from new business 196 178
Operating profit before taxfrom continuing operations 678 652
Shareholders’ funds 5,274 5,250
Worldwide EquivalentPremium Income 630 628
New institutional funds £12.7bn £13.1bn

E Q U I VA LE N T  

P RE M I U M  I N C O M E(£m)
D I V I D E N D

P E R S H A RE(pence)
W O RLDW IDE FUNDS

UNDER M A NA G EM ENT(£bn)
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R E S U L T S  A N D  D I V I D E N D S

It is pleasing to be able to report another 
set of very positive results for your company.
We have significantly outperformed the
market in individual UK life and pensions
new business. Our Investment Management
business attracted another £12.7bn of funds,
and our international businesses achieved
overall growth in Equivalent Premium Income
of 9%. The support we have had from our
customers, intermediaries and agents for our
value for money product strategy continues 
to drive the business forward.
Our profit performance was also strong, 
with pre-tax operating profits growing by 
15% to reach a new high of £479m.
Reflecting the Group’s strong performance, the
Board has declared a final dividend of 3.23p.
The total dividend for the year has therefore
grown by 14% to reach 4.71p. Our progressive
approach to dividend policy is supported by
the transfer from our UK long term fund. In
the current low inflationary environment, we
believe that future dividend growth should be
more closely aligned to the transfer from the
UK long term fund, which has been growing 
at 10% per annum since 1999.
A W A R D - W I N N I N G  B U S I N E S S

The Board believes that the next five years
offer Legal & General excellent opportunities
for growth. Our confidence is primarily
founded in the range and strength of our
good quality products, many of which are
described for shareholders on page 15. 
Our confidence in the future has also been
boosted by the success Legal & General
achieved in 2000 in winning more industry
awards and accolades than ever before.

Particularly pleasing was our performance
in the Management Today survey where we
were named the UK’s Most Admired Insurance
Company, for the third year running, and one
of the top twenty most admired companies in
the UK. A description of some of the awards
won by Legal & General in 2000 appears on
page 35 of this report. I do congratulate and
thank all those whose efforts contributed to
the Group’s many successes.
e - E N A B L I N G  T H E  B U S I N E S S

Changing times demand changing responses. 
In recent years, no change in our market
place has been more dramatic than the rapid
growth in use of the internet. Legal & General
has been one of the most successful UK
insurance companies in utilising the power 
of the internet for commercial benefits. We
have launched a series of on-line offerings 
to consumers; we have enhanced our service
to intermediaries and agents and we have
speeded up and simplified many of our back
office processes. We have therefore both
obtained valuable new business benefits from
our e-commerce initiatives and succeeded in
using the power of the internet to achieve
reductions in processing costs.
Not only are our customers and agents
benefiting from our use of the internet, but
so also can our shareholders. Your shares 
in our Group can now be held and traded
electronically, via the Legal & General
Electronic Share Service and, in the Investor
Relations section of our website, shareholders
can access our results announcements, 
copies of slide presentations made to fund
managers and analysts, and up-to-date share
price information. 

The Board believes  that the next 

five years  of fer Legal & General

excellent oppor tunities  for growth.

C H A I R M A N  R O B  M A R G E T T S
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L E G A L  &  G E N E R A L  A N N U A L  R E P O R T  2 0 0 0

B O A R D  A P P O I N T M E N T S

As Chairman, one of my key responsibilities 
is to ensure that our Board contains a
balanced range of talented individuals who
have relevant experience to lead the Group
through the challenges ahead.
In the year since I last wrote to you, the
Board has welcomed four new members. 
We have taken the opportunity to advance 
to the Board two of the company’s younger
executives, Kate Avery and Gareth Hoskin. 
We have also added to our Non-Executive
team. Dr Ronaldo Schmitz brings us the
benefits of his extensive international financial
experience, whilst Beverley Hodson’s career
in retail marketing is of obvious relevance to
our discussions. During the year, the Board
also elected Bernard Asher to be the Group’s
Vice Chairman and Senior Independent 
Non-Executive Director. He is already proving
an invaluable support in this role.
Tony Hobson, who has been Group Director
(Finance) for over 13 years, has decided 
to step down. Tony has overseen significant
enhancements to our financial standing and
financial reporting, as well as leading our major
Group corporate transactions. The Board will
miss the wise counsel he has provided over so
many years, and wishes him every success in
the future. Andrew Palmer was appointed to
replace Tony Hobson with effect from 1 January
2001. Andrew’s previous responsibilities in the
UK as Group Director (Corporate Business) have
been incorporated within an expanded role for
Robin Phipps who has been promoted to Group
Director (UK Operations). The Board wishes
both Andrew and Robin every success in their
important new roles.

Honor Chapman will be standing downfrom the Board after our forthcoming AGM.The Board joins me in thanking Honor for hermany useful contributions to our discussionsover the past eight years. 
O U R  S T A F F2000 was a successful year for Legal & General.Our business and profits have once againforged ahead and I have already referred toour award-winning successes. The Board iswell aware of its debt to the staff who havemade these achievements possible, many ofwhom we have met in visits to our operatingsites. We are delighted that our staff share inthe Group’s success through membership ofshare schemes, both the existing ones andnow the new all employee share scheme,approved at the EGM in October. We thank all staff wholeheartedly for their efforts. With their support, the Group will continue to drive forward in its chosen markets. As I have already said, the future presents 
Legal & General with exciting opportunities.Our intention is to pursue them with vigour.

R O B  M A R G E T T S  C H A I R M A N
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F U N D S U N D E R M A N A G E M E N T

F U L L  Y E A R  D I V I D E N D

£114bn
4.71p



Over 1.5 million
people are covered by our 

life assurance policies.

P R O T E C T I N G  F A M I L I E S Our life assurance products are increasingly being

sold over the internet, both directly to consumers

and through intermediaries.

Our e-term underwriting and transaction 

capabilities are both innovative and 

market leading.

Over725,000
employees are covered by

our Group Risk policies.

P R O T E C T I N G

E M P L O Y E E S

Our policies are sold primarily through over 4,000

Employee Benefit Consultants and Intermediaries.

Stakeholder pensions will open up opportunities 

with companies new to employee benefits.

Our success is based on the flexibility of 

our product range and the quality reputation 

of our dedicated service. 

Over 1 million people

have possessions covered by us.

B U I L D I N G S ,  C O N T E N T S  

A N D  M O T O R

Our alliance with the Woolwich is our largest 

single source of business. Our products are 

also sold both directly and by brokers.

Customers benefit from reliable cover, an 

efficient and helpful claims-handling service and

a range of special deals on consumer goods.

65,000 people are

covered by our healthcare policies.

H E A LT H C A R E Our healthcare products are predominantly

distributed via specialist intermediaries.

Customers receive immediate access to good 

quality healthcare supported by a dedicated 

claims handling service.

We have 400,000
policyholders in the USA.

U S A Term assurance for High Net Worth individuals is

marketed through a national brokerage distribution.

Our good value products are built upon strong 

medical underwriting capabilities and a low-cost 

operating environment.

O U R  B U S I N E S S

D I S T R I B U T I O N P R O D U C T  A T T R I B U T E S

P R O T E C T I N G  P E O P L E  A N D  P O S S E S S I O N S

£65bn of corporate

pensions under management.

U K P E N S I O N  F U N D

M A N A G E M E N T

Pension Fund trustees are usually advised 

by consulting actuaries or specialist IFAs.

Legal & General works closely with these advisers.

Legal & General is a leader in defined benefit

pension fund management and is the UK’s largest

defined contribution pension fund manager.

£3.9bn of retail funds

under management.

I S A S ,  P E P S  A N D  

U N I T  T R U S T S

Our retail funds are sold over the internet, 

by direct mail and advertisements and by

intermediaries and agents.

We are steadily expanding our popular range 

of index-tracking products.

£648m
of premiums received in 2000.

W I T H - P R O F I T S  B O N D S Our With-Profits Bonds are sold by a wide 

network of agents and intermediaries.

Our product differentiators include our financial

strength, our brand reputation and our track 

record of fund performance.

Over £1.3bn
of retail bank deposits.

B A N K  D E P O S I T S Our deposit accounts often appear in newspaper

articles and best-buy tables. They are also

recommended by intermediaries.

We offer a wide range of floating (including 

LIBOR linked) and fixed rate deposit accounts 

and cash ISAs.

52m of new business 

EPI was written in 2000.

E U R O P E In France, our business is sold mostly by our 

own sales force. Our Dutch products are sold 

by intermediaries and our own sales force.

Our strongly competitive products are proving 

attractive in both France and Holland.

S A V I N G  F O R  T H E  F U T U R E

Over 250,000
employees contribute to a

Legal & General pension plan.

I N D I V I D U A L  A N D  

G R O U P  P E N S I O N S  –
S TA KE H O L D E R  PE NS I O NS

A FT E R  A P R I L  2 0 0 1

Our pension products are sold widely by 

intermediaries, agents and our growing number 

of affinity group connections. Individual pensions 

are also available via the internet.

Our proposition of competitive tiered charges, 

and exceptional customer convenience is 

attractive to both companies and individuals.

£426m of individual

annuity premiums were received 

in 2000.

I N D I V I D U A L  A N N U I T I E S Compulsory Purchase Annuities are normally 

sold by specialist intermediaries. Legal & General 

has close links with many of them.

We offer a full suite of competitively priced 

products, based upon our extensive experience 

of medical underwriting.

Over 145,000 current

and deferred annuitants are

handled by us.

B U L K  P U R C H A S E

A N N U I T I E S

The majority of our business is sold through

consulting actuaries and the specialist arms 

of large, national intermediaries.

The competitive advantage we gain from our 

AAA rating is supplemented by a dedicated team 

of Bulk Purchase Annuity experts.

P L A N N I N G  F O R  R E T I R E M E N T

1 5C H A I R M A N ’ S  S T A T E M E N T



G R O U P  C H I E F  E X E C U T I V E ’ S  R E V I E W

The relationship between Government and theinsurance industry is one of interdependence.For many years, Governments have reliedupon the insurance industry to assist them intheir policy objectives by providing the meanswhereby people can purchase the protections
and build up the savings they need to copewith life’s risks and eventualities. The present
Government has also chosen to intervene atthe level of product design. It has introducedCAT-marking of ISAs and mortgages, and 
for Stakeholder Pensions it has defined bothmaximum prices and product terms. This
intervention is proving to be a second importantdriver of change in our industry, especially in
the administration and distribution of products.
That the industry can deliver products which
fit the Government’s demanding standards isdue to the transforming power of technology.The combined result of new technology,
Government action and low inflation is a newmodel for the financial services industry, and
it is for this model that our strategy hasbeen built.

1 6 L E G A L  &  G E N E R A L  A N N U A L  R E P O R T  2 0 0 0

With our financial strength, our flexiblesystems, our value for money productrange and our brand, we have, I believe,the ingredients for continued success.
G R O U P  C H I E F  E X E C U T I V E  D AV I D  P R O S S E R

“
”

The past decade of rapid change to ourindustry has brought real benefits both for the consumer and for those industryparticipants such as Legal & General who have taken advantage of the opportunitieschange has brought. By adhering to our value
for money product strategy, Legal & Generalhas sought to deliver for both consumers and
shareholders. We have managed our businessrisks carefully and have championed low costs in both our internal culture and 
our product offerings. With our financialstrength, our flexible systems, our value 
for money product range and our brand, we have, I believe, the ingredients for
continued success.
D R I V E R S  O F  C H A N G EThree of the principal drivers of changeoperating in our market are the reduced outlook
for inflation; the actions of Government and the impact of technology. Of these, the change in the outlook for inflation has been the 
most important, since it requires an increaseddiscipline in all aspects of the value chain. 



N E W  M O D E LThe essential elements of the new model are:•  Simple, transparent products•  Growing emphasis on value for money•  Scale becoming an increasing differentiator in product manufacturing•  Distribution adjusting to lower revenue persale, with payment through fees gainingground over payment through commission•  Consumers having greater confidence indealing with their financial affairs and greatercomfort and facility in using technology.
Legal & General is ready for and has helped
to drive the new model. We have a leading
position in the index-tracking sector, which
we believe will take an increasing share of
both retail and corporate investment markets.
As external commentators regularly confirm,
we have attractive products which are
recognised as offering good value for money.
We have invested heavily in new systems
and we have harnessed the transforming
power of the internet. This has enabled us
to streamline and simplify our back-office
processes and to provide consumers and
intermediaries with easy access to products,
product information and service improvements.
We have the financial strength, evidenced 
by our re-affirmed AAA rating from 
Standard & Poor’s, and, finally, we have a
highly successful multi-channel distribution
capability, recently significantly boosted by
the new strategic alliances with Barclays and
Alliance & Leicester. 
D I S T R I B U T I O N  A L L I A N C E SWe are very pleased that two of the UK’s majorbanks have decided to link to Legal & General.
Their decisions reinforce our many existingrelationships with financial institutions and 

represent further important third-partyendorsements of our value for money productstrategy. Before making their decision, Barclaysundertook consumer research which confirmedLegal & General as their preferred choice. As a consequence, Barclays will soon be sellingLegal & General’s life, pensions and investmentproducts through their massive physical andvirtual network. Stakeholder Pensions and CAT-marked ISAs will be the first Legal & Generalproducts sold in this way. In the second half of this year, and subject to final regulatoryapproval from the Financial Services Authority(FSA), the full range of Legal & General’s life,pension and investment products will startbeing sold through Barclays’ outlets. We expectour UK EPI to increase by over 25% in the firstfull year of the alliance, as our good quality,value for money products are offered tomillions of Barclays’ individual customers andto its large number of small and medium-sizedenterprise clients.
In a move which further extended our
customer reach, Alliance & Leicester
announced in February that it too intends to
offer Legal & General’s long term savings and
investment products to its customer base of
around 5.5 million. Legal & General’s ISAs,
unit trusts and single premium bonds will
soon be available through Alliance & Leicester’s
network of over 300 branches.
R E A D Y  F O R  S T A K E H O L D E R

Our distribution, investment and process
strengths will, we believe, prove especially
advantageous when Stakeholder Pensions
are launched in April. Initially, we expect
the market to attract more providers than it 
can sustain. At the outset, competition will
certainly be intense and the ultimate winners

may be hard to discern. However, after a few
years those institutions without the necessary
financial strength; flexible, internet-based
systems; efficient investment options and 
well-trusted brands will, we believe, be forced
to exit the market. By contrast, Legal & General
has the ingredients for success in Stakeholder.
We aim to win a substantial share of the
market and to do so whilst earning a rate
of return on capital which meets our targets.
Our alliance with Barclays is one of many which
will help us to achieve both these objectives.

1 7O P E R AT I N G  A N D  F I N A N C I A L  R E V I E W

£12.7bn
N E W  I N S T I T U T I O N A L  F U N D S

David Prosser and John Stewart, Barclays’Deputy Chief Executive swap umbrellas afterthe announcement of the strategic alliancebetween Legal & General and Barclays.

W O R L D W I D E E P I

£630m



Legal & General’s approach to capitalinvestment is to favour those projects whichoffer reliable, short-term returns. Accordingly,our strategy for the internet is to invest first in Business-to-Business capabilities, where costsaving and revenue enhancement opportunitiesare greatest. Then we reuse the capabilitiesalready built for Business-to-Business in theslower to mature Business-to-Consumerenvironment. In parallel, we are e-enabling our whole business, so that the use ofelectronic commerce is being integrated into every part of our work. 
The process savings which we have achievedthrough the use of the internet have beensignificant and there is much more that can be delivered. For intermediaries, the efficiencysavings are equally beneficial. Initially, thenumber of intermediaries who accessed our e-capabilities was less than we were hopingfor. However, as we released more functionality,
interest grew rapidly and now manyintermediaries have signed on and regularly
access our web based IFA and Business PartnerCentres. We will continue to work to increasethe proportion of intermediaries accessing us 
via the internet, since we believe that thisdelivers benefits not only to the intermediary
and to Legal & General but also, crucially, to the customer.
The year 2000 was an exciting one forour Business-to-Consumer initiatives.
Legal & General achieved the distinction ofbeing the largest distributor of ISAs on-line,with nearly £40m sold. Next, we launched 
a housing search database through whichconsumers can view properties available for
sale through our network of Estate Agents. In August, we launched our consumer e-term

assurance offering. 50% of applicationsreceived in this way are being fully processedfrom application to policy issuance withouthuman intervention of any kind. 
This is the way of the future and, once again,
Legal & General has been at the forefront. 
We will continue to invest steadily but carefully
in our internet capability, to maximise new
business flows and productivity gains. A stream
of new initiatives is already scheduled for
2001. These initiatives will help us drive our
cost base down further and support our central
goal of profitable organic growth.
C H A N G E S  T O  P O L A R I S A T I O N

In the present regulatory environment, the
polarisation rules require intermediaries to
choose between independent status, when 
they can advise on any company’s products,
and tied status when, for regulated products,
they can only advise on and sell products
manufactured by their host company. The FSA
is currently consulting on proposed changes to
these rules to replace them with a more open
framework, whereby some tied intermediaries
may be allowed to sell the products of more
than one company, provided their host company
continues to take responsibility for their
activities. Wider changes to polarisation,
including the introduction of multi-ties, will 
be subject to further consultation by the FSA. 
Legal & General has successfully managed 
a multi-channel distribution strategy for many
years. We are one of only a few insurance
companies to have done so. We believe we
are well positioned to take full advantage
of the opportunities that would follow from
any changes to polarisation.

1 8 L E G A L  &  G E N E R A L  A N N U A L  R E P O R T  2 0 0 0

G R O U P  C H I E F  E X E C U T I V E ’ S  R E V I E W

e - E N A B L E M E N TStakeholder Pensions and the world of lowercharges, the “One Percent World” which isalready upon us, will present critical challengesto the whole financial services industry. Onlythose organisations which are customer focused,cost conscious and strongly innovative willprosper in this environment. Legal & Generalwas one of the first financial servicescompanies to identify the opportunity of theinternet in all these areas. From the launch of our first website in 1995, through to therolling-out of our award-winning e-term site in August 2000, Legal & General has, in respectof both the internet and the transition to the“One Percent World”, been marking out thepath for others to follow. 
Robin Phipps, Group Director (UK Operations)and Peter McNamara, Group ManagingDirector of Alliance & Leicester signing thepartnership agreement.



I N D U S T R Y  C O N S O L I D A T I O N

The consolidation and closure of other
companies in our industry has helped us
to achieve excellent market share growth.
Supported now by our alliances with Barclays
and Alliance & Leicester, we are confident 
that we can achieve further significant organic
market share growth. We strongly believe this
is in the interest of shareholders. We believe
that the return generated from organic growth
through the creation of embedded value
attributable to new business, is often higher
than that which can be obtained from
acquiring a book of in-force business at
embedded value. Although we do not rule
out growth by acquisition, whenever we
assess a transaction we do so against the firm
rule of only proceeding if we are confident
that, by so doing, we will enhance shareholder
value. We do not and will not pursue a
strategy of acquisition for acquisition’s sake.
I N V E S T M E N T  M A N A G E M E N T

Legal & General Investment Management 
is an important strategic asset of the Group. 
It has long possessed extensive active
management capabilities across bond, property
and equity assets in the UK and elsewhere, 
and it continues to build its market leading
index-tracking skills. In 2000, Legal & General
Investment Management won more UK pensions
fund management business than any other UK
fund manager. Institutional fund managers are
increasingly splitting their portfolios between
an index-tracking core and a series of smaller
satellite holdings in funds which are actively
managed. This trend towards core and satellite
offers Legal & General’s highly skilled index-
tracking team excellent opportunities for
further growth. The scale of our index-tracking

business is now an important differentiator in
both the institutional and retail fund markets.
It also provides us with a springboard for
repeating in other markets the success we
have achieved in the UK. Accordingly we
will, over the next year, be looking carefully
for opportunities to expand our investment
management business into new markets.
S T A F F  C O M M I T M E N TIn 2000, the Group once again won manyprestigious awards. Success here, as elsewhere,has only been achieved due to the dedicationand commitment of our staff. Their support thisyear has been invaluable. Equally supportivehas been our recognised union, MSF, withwhom relations have remained excellent. Ourformal Partnership Agreement, which came intobeing four years ago, remains the bed-rock ofour relationship. In 2000, MSF’s support wasparticularly helpful in reinforcing to staff thecontinuing need for skills training. This is vital
if the Group is to maintain its position at theforefront of innovation and service.
Innovation, quality service and value formoney products have been the foundations of our success in recent years. 2001 brings 
the launch of Stakeholder Pensions and a continuing shift to the “One Percent World”.That is the future for which we have prepared.
Your Legal & General faces the future withconfidence and strength.

1 9O P E R AT I N G  A N D  F I N A N C I A L  R E V I E W

T H E  V I R T U O U S  C I R C L EOur good value product strategy is the engineof Legal & General’s growth. By delivering goodvalue products which satisfy our customers and win the support of our intermediaries, weachieve market beating growth. In turn, thatgrowth enables us to achieve efficiency gainsand to fund investment in both leading edgetechnology and convenient customer accessroutes, which are beyond the reach of lesssuccessful competitors.
Improved technology and customerconvenience then win us increasing supportfrom customers and the virtuous circle, whichhas worked so much to Legal & General’sadvantage, begins again.

G R O W T H  I N  M S S O P E R A T I N G  

P R O F I T  B E F O R E  T A X 15%

D A V I D  P R O S S E R  G R O U P  C H I E F  E X E C U T I V E

£40mO N - L I N E  S A L E S  O F  I S A S

SHAREHOLDER VALUE



I N D I V I D U A L  P E N S I O N SDuring 2000, the market has been positioningitself in anticipation of the April launch ofStakeholder Pensions. Legal & General hasoperated largely in the fee-based and lowcommission segments of the pensionsintermediary market. Support from theseintermediaries for our pre-Stakeholderproducts contributed to the 16% increase in our new individual pensions business to £165m EPI (1999: £142m).
In 2001, we anticipate some initial marketdisturbance as employers first wait for and thenreact to the key Stakeholder dates in April andOctober. We expect scheme population to moveahead in the latter part of the year.
Sales of annuity business grew substantially in2000, with sales up 40% on the previous year.
I N D I V I D U A L  L I F ELegal & General’s strengths in the housingmarket led to a 5% increase in new annualpremiums from term and ISA business relatedto mortgages to £112m (1999: £107m). Ournew business reflected an increasing trendtowards repayment mortgages. Term assurancefrom this segment rose by 47% to £25m (1999:£17m). This significant growth in new businessreflected the continued success of ourMortgage Club panel of lenders, which sawcompleted loans increase by 53% to £5.1bn. 
An important initiative in the latter part of theyear was the launch of our e-term product,which allows IFAs and direct customers toapply for term assurance on-line. Applicationscan be underwritten on-line, permitting end to end electronic processing and therebyimproving the speed, efficiency and cost-effectiveness of our business.

2 0 L E G A L  &  G E N E R A L  A N N U A L  R E P O R T  2 0 0 0

O P E R AT I N G  R E V I E W

Profits and market share have onceagain both moved ahead strongly.

The Group’s worldwide life and pensionsbusinesses produced a profit of £364m in 2000, an increase of 13% (1999: £321m). The contribution from external investmentmanagement grew to £62m (1999: £43m)further reflecting the benefits of the increasingscale of this operation. Our general insurancebusiness produced a reduced operating profitof £20m, down from £25m in 1999.
U K  N E W  B U S I N E S SNew individual life and pensions business
continued the growth pattern of recent years,increasing by 11% to £369m EPI (1999:£331m). This represents a further increase in
our market share, since new business volumesin the marketplace overall declined marginally
in 2000. New group business fell as a result of lower volumes of bulk purchase annuity
business. New unit trust and ISA volumes in2000 were also lower than in the previousyear, although we are encouraged by the 
14% growth in new business EPI in the final quarter over the corresponding period in 1999,following the launch of four new funds. 
In aggregate, new business for the year was£536m EPI, little changed from the 1999 level of £541m. 



Single premium bond sales totalled £751m in 2000, an increase of 18% (1999: £634m).Demand for our with-profits bonds from bothIFAs and our major business partners wasbuoyant, increasing sales by 45% over the yearto £648m (1999: £448m). Sales accelerated inthe second half of the year, averaging over£63m per month.
U N I T  T R U S T S  A N D  I S A S
Early in 2000, Legal & General took the viewthat technology stocks were overpriced. As a consequence, we did not offer atechnology fund at that time despite the thenhigh levels of market demand. Although ourfirst quarter market share was thereforedepressed, new business has subsequentlyrecovered. The launch of additional specialisttracking funds and new actively managedfunds helped single payment ISA and unittrust sales reach a record fourth quartervolume of £120m.
Legal & General’s market leading position in retail index-tracking ISAs helped new
regular contributions to grow by 17% duringthe year to £27m. With steadily improvingfunctionality now allowing customers both 
to purchase on-line and to switch betweenfunds on-line, we see the ISA and unit trustmarket as a growth segment for our business.
At the year end, external unit trust and ISAassets under management amounted to 
£3.9bn (1999: £3.5bn).
D I S T R I B U T I O NMulti-channel distribution is a key component
in Legal & General’s growth strategy. Thisprovides the greatest access to potential
customers. Our channels include our businesspartners, IFAs and direct sales to customers

through our call centre, the internet and “offthe page”. Each of these channels is makingincreasing use of e-commerce opportunitiesto enhance customer experience and to drivedown costs. In a more challenging market,volume growth has been achieved in both the Direct and IFA channels, although growthcontinues to be strongest in the IFA channel, withindividual new business up by 11% over the year.
G R O U P  L I F E  A N D  P E N S I O N SA major component of this market is bulkpurchase annuity business where year on 
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G R O W T H  I N  L O A N S
C O M P L E T E D  T H R O U G H
O U R  M O R T G A G E  C L U B

A S S E T  A L L O C AT I O N
O F  U K  L I F E  F U N D

44% Equities
34% Bonds
11% Proper ty

The management team of our UK Operationsbusiness is chaired by Robin Phipps, seen hereseated on the right.

53%

6% Index linked funds
4% Cash and Deposits
1% Venture Capital

F I G . 1 :  I N T E R N AT I O N A L  N E W  B U S I N E S S  A N D  P R O F I T  B E F O R E  TA X
2000 2000 2000 1999 1999 1999New annual New single Profit New annual New single Profitpremiums premiums before tax premiums premiums before tax£m £m £m £m £m £m

USA 62 1 42 63 1 30
Netherlands 7 54 7 5 35 5
France 5 148 3 5 102 1
Total 74 203 52 73 138 36



David Rough, Group Director (Investments) is seen here 2nd from the right with his investmentmanagement team.

year comparisons are affected by the relativelylow volumes which have been placed in the market this year pending the outcome of an appeal case regarding the equalisationof Guaranteed Minimum Pension rights. In the more subdued market prevailing in2000, Legal & General continued to win a significant share of the schemes placed.
Group risk continued its strong performancewith new business totalling £31m EPI over theyear (1999: £24m), reflecting further growth in the market’s support for our value formoney products.
Overall, group life and pensions new businesstotalled £73m EPI in 2000 – a decrease of 26%(1999: £99m).
U K  L I F E  A N D  P E N S I O N S  –  P R O F I TThe UK life and pensions operating profitbefore tax rose to £312m (1999: £285m),reflecting a 10% growth in the net transferfrom the UK long term fund and a slightly
lower tax grossing up rate. The contributionfrom with-profits rose to £135m reflecting ahigher level of maturities partly offset by 
lower bonus rates. The contribution from non-profit business was £177m.

I N V E S T M E N T  M A N A G E M E N T  
Our fast growing investment management
business is a key strategic asset of the Group. 
It provides fund management expertise to
trustees of pension schemes, other institutional
clients and to other Group operations. Group
funds under management were £114bn at the
year end.
In 2000, our investment management team
again delivered impressive new business
results, winning £12.7bn of new institutional
funds of which £11.4bn came from managed
fund business. 
The profits from investment management
increased by 44% to £62m (1999: £43m),
reflecting the very strong growth in external
funds under management in recent years. 
The investment management profit includes
£3m (1999: £3m) from the Ventures operation
and a profit of £2m (1999: £4m loss) from 
the unit trust and ISA/PEP business.
I N T E R N A T I O N A L  B U S I N E S S
The profits from the Group’s international
business grew strongly by 44% to £52m
(1999: £36m) reflecting robust growth in 
local currency terms.
USA – Legal & General America has been
successful in achieving a major position in 
the high net worth term assurance market.
Business written is almost entirely annual
premium in nature with the positive impact
which that will have on future premium
revenue. Legal & General America is a highly
focused manufacturer of term insurance with 
a proven ability to implement technological
solutions and a strong reputation for expense
control and quality underwriting.
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F I G . 2 :  G E N E R A L  I N S U R A N C E  O P E R AT I N G  P R O F I T
2000 2000 1999 1999Net Netpremiums Operating premiums Operatingwritten profit (loss) written profit (loss)£m £m £m £m

Household 181 5 168 7
Healthcare and ASU 33 1 14 (1)
Motor 33 1 26 (1)
Mortgage indemnity 2 21 3 20
Overseas – (8) – –
Total 249 20 211 25



New business EPI in 2000 was $93m, down from $101m in 1999 when substantial volumesof business were written prior to pricing changesarising from new statutory solvency provisionswhich came into effect on 1 January 2000.Legal & General America is well positionedto continue to increase its market share.
Profit before tax of $62m was up 29% (1999: $48m) reflecting the benefit of the rapidgrowth in business achieved in recent years.
Netherlands – In the Netherlands, newbusiness EPI increased by 43% to 20m (1999:14m) contrasting favourably with the declinein business seen in the market overall. Annualpremium business increased 38% to 11m(1999: 8m) reflecting the strong support wehave received following a number of productand service initiatives. Single premium saleswere particularly strong, increasing 51% to 86m(1999: 57m) boosted by an annuity productlaunch in October 2000. Operating profit before
tax grew by 22% to 11m (1999: 9m) onceagain reflecting the growth in the business.
France – In France, new business EPI increasedby 28% to 32m (1999: 25m). Within thisresult, single premium life and pension business
increased by 48% to 170m (1999: 115m). Unit trust sales increased by 30% over the yearto 65m (1999: 50m). The profit from this
business was 5m compared with the 1999result of 2m, which was adversely impacted
by increased local reserving requirements andlower realised gains.
G E N E R A L  I N S U R A N C E  The operating profit fell to £20m (1999: £25m).
The household account remains the majorcomponent of the Group’s general insurance
premium income and includes our joint

venture with Woolwich plc. The householdaccount produced an operating profit of £5m(1999: £7m profit), despite adverse weatherclaims of £17m in the fourth quarter of 2000.
The healthcare and Accident, Sickness andUnemployment businesses, for whichpremiums have grown strongly, produced an operating profit of £1m (1999: £1m loss).The motor business produced an operatingprofit of £1m (1999: £1m loss). 
The operating profit for mortgage indemnitybusiness was £21m (1999: £20m). This included£9m (1999: £6m) arising from the pre-1993mortgage indemnity reserves, reflectingsettlements made. The remaining provision for pre-1993 business is £14m.
As indicated at the half year, the overseasresult includes a final settlement in respect of marine business written before 1980 through Andrew Weir Insurance CompanyLimited, a company now in administration.
O T H E R  I N C O M E
Other income including that arising frominvestments held outside the UK long termfund, together with profits from the other
operations described below, was £33m (1999: £29m). The Group’s other operations(banking, estate agency and Fairmount)
produced a £1m profit (1999: £2m loss).Unallocated corporate expenses reduced to a more normal level of £5m (1999: £10m).
C H A N G E  I N  S H A R E H O L D E R S ’
R E T A I N E D  C A P I T A L  ( S R C )
Accounting standards require that the changein the SRC be included in the profit before tax.
For 2000, the change in the SRC, grossed up 
to a pre-tax amount, was an increase of £30m
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44%
G R O W T H  I N  M S S  P R O F I T  F R O M  I N V E S T M E N T  M A N A G E M E N T

F I G . 3 :  U K  I N D I V I D U A LN E W  B U S I N E S S  B YD I S T R I B U T I O N  C H A N N E L
60% IFAs
24% Business Par tnerships
16% Direct

(1999: £260m) and comprised:• a reduction in the SRC of £24m (1999:increase of £288m) reflecting a 1% negativerate of investment return on equities andproperty (1999: a positive rate of investmentreturn of 23%); and• the release of capital and profits frombusiness written in previous years, which has been partially offset by the investment ofthe SRC in the funding of new business notwritten in the with-profits fund. In aggregate,these items amounted to a release of £231m,compared to a release of £126m in 1999, a year in which we strengthened ourmortality assumptions for annuitants; less•  the accrued transfer from the SRC of £177m(1999: £154m), already included in the lifeand pensions operating profit.



The Achieved Profits basis is continuing to be developed by the Association of British Insurers as a more realistic method of accounting for long term business. The results of the Group on the AchievedProfits basis are summarised and discussedbelow. A full statement of the Achieved Profits results can be found on pages 76 to 81.
The Group’s operating profit was £678mcompared with £652m in 1999, with thecontribution from new worldwide long termbusiness up 10% to £196m. The contributionfrom new business reflects the degree to whichanticipated profitability exceeds the target rateof return. Further contributions to operatingprofit will arise from the management of thebusiness in future years.
Profit on ordinary activities before tax was£392m (1999: £1,294m) which includes anegative investment return variance of £306m(1999: positive variance of £670m). Shareholders’
funds were £5,274m (1999: £5,250m), after thedividend to shareholders of £243m.

U K  L I F E  A N D  P E N S I O N SOperating profit was £454m, compared with£412m for 1999. The contribution before taxfrom new business was up 19% to £118m.In an increasingly competitive market, wehave again written new business whichdelivers significant value for our shareholders.As a percentage of EPI, the contributionincreased from 23% in 1999 to 27% in 2000.Product margins have been maintained in2000 and there has been a particularlyfavourable mix of new business. 
The contribution from the in-force businesswas £209m (1999: £194m). This reflects thestrong growth in the business portfolio inrecent years and the impact of the unwindingof a higher risk discount rate in 2000. In 1999,variances in operating experience and netreleases of reserves and provisions virtuallyoffset expenditure on strategic systems.However, in 2000, despite lower investment in strategic systems (2000: £15m, 1999: £50m),the overall variance was negative as a result of amended product charge assumptions andother experience items.
The contribution from shareholders’ net worth of £127m (1999: £119m) reflects boththe increased expected rate of return and a higher opening net worth.
Profit before tax includes the effect ofvariances in investment return from thoseassumed at the end of the previous year,together with economic assumption changes.There was a negative investment variance of£274m in 2000 (1999: positive variance of£663m). The investment return on the equityand property portfolio was 9.0% pa below theassumption for the period (1999: 15.4% paabove the assumption).
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F I G . 4 :  C O N S O L I D AT E D  P R O F I T  &  L O S S  A C C O U N T  -  A C H I E V E D  P R O F I T S  B A S I S
Year ended 31 December 2000 1999£m £m
UK life and pensions 454 412
USA 45 58
Europe 41 29
Investment management 85 99
General Insurance and other income 53 54
Operating profit 678 652
Investment return variance (306) 670
Change in equalisation provision (6) (5)
Economic assumption changes 26 (23)
Profit on ordinary activities before tax 392 1,294
Profit for the financial period 243 999



F I G . 5 :  U K  L I F E  A N D  P E N S I O N S  P R O F I T  B E F O R E  TA X  –  A C H I E V E D  P R O F I T S  B A S I S
Year ended 31 December 2000 1999£m £m
Contributions from:
New business 118 99
In-force business 209 194
Shareholders’ net wor th 127 119
Operating profit 454 412
Investment return variance (274) 663
Economic assumption changes 10 (26)
Profit before tax 190 1,049

I N C R E A S E  I N  C O N T R I B U T I O N
F R O M  U S  N E W  B U S I N E S S

( A T  C O N S T A N T  E X C H A N G E  R A T E S )

19%
I N C R E A S E  I N  C O N T R I B U T I O N  F R O M

U K  L I F E  A N D  P E N S I O N S  N E W  B U S I N E S S

The effect of economic assumption changesresulted in an increase of £10m, comparedwith a reduction of £26m in 1999.
I N V E S T M E N T  M A N A G E M E N TThe operating profit from investmentmanagement was £85m compared with £99min 1999. The profit from UK Managed Fundsbusiness was £75m (1999: £96m). Thecontribution from new business declined from £50m in 1999 to £35m as volumes ofnew funds under management reduced fromthe exceptional £12.8bn achieved in 1999 to £11.4bn in 2000. Incurred and assumedexpenses have increased to provide enhancedlevels of service to a customer base whichhas greatly enlarged over recent years.
The investment management operating profitalso includes £3m (1999: £3m) from theVentures operation and a profit of £2m(1999: £4m loss) from the unit trust andISA/PEP business.
I N T E R N A T I O N A L  L I F E  A N D  P E N S I O N S
Operating profit from international businesswas £86m in 2000 (1999: £87m), including astrong new business contribution of £43m
(1999: £29m).
USA – The largest contributor to internationalprofits is the highly successful US operation
where the contribution from new businessincreased by 37% (at constant exchange rates)to £34m. Its business environment has been
complicated by the introduction of the TripleX regulations for establishing statutorysolvency provisions for business written 
from 2000 onwards. Capital management and repricing measures continue to be 
taken as the market evolves. 

The embedded value model has beendeveloped to reflect the complexity of thischanging environment, resulting in a reductionof £26m in the reported in-force contribution.
Europe – The operating profits of the Dutch and French businesses were £17m (1999: £14m)
and £24m (1999: £15m) respectively. Thecombined contribution from new business was £9m (1999: £6m).
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F I N A N C E  D I R E C T O R ’ S  R E V I E W

The MSS basis requires that the change 
in the Shareholders’ Retained Capital (SRC) 
is included in the profit before tax. This
change includes the fluctuating impact 
of financing technical long term insurance
provisions calculated on conservative
principles for solvency purposes. The focus 
in the Operating Review is therefore on
operating profit which excludes the change 
in the SRC. Operating profit for the UK life 
and pensions business is based on the
statutory transfers from the Long Term Fund
(LTF), whilst for other life and pensions
business, it corresponds to profit before tax.
For general insurance, operating profit is
shown before any transfers to or from the
equalisation provision. It also includes a
longer term investment return on the capital
regarded as supporting the business, which 
is based on the appropriate solvency margin.
The exclusion of short term investment
fluctuations reflects the manner in which
insurers price and manage their business.
However, the actual investment return is
reported in the profit on ordinary activities
before tax. 
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The Long Term Fund remainsfinancially strong, with a AAArating and a stable outlookfrom Standard & Poor’s.
G R O U P  D I R E C T O R  ( F I N A N C E )  A N D R E W  PA L M E R

“
”

F I G . 6 :  S H A R E H O L D E R S ’  F U N D S
As at 31 December 2000 1999£m £m
Embedded value of life 
and pensions business
UK 3,721 3,824
USA 443 344
Netherlands 67 62
France 68 55

4,299 4,285
Investment management 268 222
General Insurance 76 69
Other net assets 631 674
Total 5,274 5,250

F I N A N C I A L  R E P O R T I N G
The Modified Statutory Solvency (MSS) basis, which is the current primary reportingmethod in the UK for long term insurancebusiness, builds on the statutory requirementsdesigned to demonstrate solvency. Theshareholders’ interest in the in-force long term business is not fully recognised and hence profit is deferred.
The Achieved Profits basis is being developedby the Association of British Insurers as a morerealistic method of accounting for long term
business. It reflects the change in the embeddedvalue of the long term business in the profitand loss account. The embedded value is the
aggregate of shareholders’ net worth and thevalue of in-force business. It is important tonote that, were this basis to become primary
reporting, it would not change the profitsavailable for distribution to shareholders asdividends. The Achieved Profits results for the
Group, in summary form, are shown in theaudited supplementary financial statements 
and are discussed on pages 24 and 25. Figure 7summarises the results of the Group for 2000
on the two reporting bases.



S H A R E H O L D E R S ’  F U N D SAn analysis of shareholders’ funds on theAchieved Profits basis is shown in Figure 6.Shareholders’ funds grew to £5,274m (1999:£5,250m), an increase of 5% before the dividend.
During 2000, the embedded value of theUK life and pensions business (excludingoperational investments) increased by £115m,before the distribution of £218m (1999:£198m), representing an annual return of 3% after tax (1999: 25%). The increased new business contribution and good operating performance more than offset theunderperformance of equity markets in 2000.Over the last five years, the compound growthrate in this embedded value has been 13.4% pa.This embedded value assumes that only 10%of the with-profits estate, described below, isallocated to shareholders.
The embedded value of the UK Managed Fundsas a subsidiary activity of the LTF is the value of the in-force business in excess of thenet assets included in the MSS accounts. Thisvalue grew strongly from £130m to £171m at 
the end of 2000, before the distribution of £37mwhich is included in the profit reported on the
MSS basis. Both this value and the operatingprofit after tax on the MSS basis include £11m(1999: £9m) in respect of the benefit of UK
double tax relief for the current year. Thisbenefit will not be available from 2001 onwardsfollowing changes in the 2000 Budget. An
embedded value for the unit trust and ISA/PEPoperations is not included.
The embedded value of the international
businesses grew from £489m to £578m, after a net increase of £30m arising from capitalinjections less distributions.

T H E  U K  L O N G  T E R M  F U N DThe LTF consists of assets of the Group’s main operating subsidiary, Legal & GeneralAssurance Society Limited (Society), whichare attributed to the long term insurancebusiness and over which LTF policyholdershave prior rights. The market value of theassets representing the LTF was £38.7bn at the end of 2000 (1999: £37.8bn). A simplifiedrepresentation of the LTF is shown in Figure 9 on page 29.
The LTF is the Group’s core asset andremains financially strong, with a AAA ratingand a stable outlook from Standard & Poor’s.The superior financial strength confirmedby this rating is both a valuable competitiveadvantage for the Group and the source ofconsiderable security and confidence for theLTF policyholders. This strength gives usgreater freedom as to where and when weinvest assets, thus providing the potential for enhanced returns for policyholders andshareholders alike. It also gives us the 

resources to grow our business and to invest in an efficient infrastructure.
The changes to the operation of the LTF,implemented in 1996, enabled transfers fromthe LTF to increase progressively to a targetlevel. This level, which has yet to be reached,is the aggregate of the shareholders’ share ofwith-profits surplus and a smoothed investment
return on the value of both the SRC and non-profit business. In July 1999, the directors
indicated that, in the current environment,characterised by low rates of inflation andcommensurately lower expected investment
returns, they were projecting compoundgrowth in the transfer of 10% per annum over the medium term. 
At the end of 2000, assets of £27.0bn 
within the LTF represented that part of the fund attributable to its with-profits business, 
the with-profits fund. This amount substantiallyexceeded that required to meet guaranteedbenefits, expected future bonuses and all 
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F I G . 7 :  C O M PA R I S O N  O F  R E P O R T I N G  B A S E S
2000 1999£m £m

Modified statutory solvency basis operating profitBefore tax 479 418
After tax 339 335
Diluted earnings per share 6.59p 6.53p
Dividend cover 1.40 1.58
Achieved profits basis operating profitBefore tax 678 652
After tax 487 488
Diluted earnings per share 9.47p 9.52p
Dividend cover 2.01 2.31
Shareholders’ fundsModified statutory solvency basis 3,187 3,085
Achieved profits basis 5,274 5,250

T O T A L  R E T U R N  T O  S H A R E H O L D E R S
I N  T H E  L A S T  5  Y E A R S

G R O W T H  I N  M S S
P R O F I T  F R O M
I N T E R N A T I O N A L
B U S I N E S S 44%
199%



there is a potential for financial loss for
insurers. The nature of the risks accepted
by insurers means that events, which are
unanticipated as regards size and timing,
do occur.
The Group has risks within the following
general categories: risks related to the
exposures arising from the insurance process
and the pricing of our risk products; risks
associated with the asset/liability management
arising from our financial products; and
business risks related to operations, people,
property and other commercial activities.
I N S U R A N C E  E X P O S U R E S
The Group controls its insurance exposures
through underwriting and pricing authorities
which set out the risks which may be
accepted. Pricing is based on assumptions,
such as mortality and persistency, which
have regard to past experience and trends.
Insurance exposures are further limited
through reinsurance. Reinsurance may be
used to reduce the potential loss to the Group
from individual large risks and catastrophe
events. It may also be used to provide a
capital management facility or access to
specialist underwriting expertise. Reinsurance
is predominantly ceded by treaties which
automatically cover all risks meeting
prescribed criteria.
The LTF, by virtue of its size and strength, 
has limited need for reinsurance. For certain
new products, it shares its risk exposure
with reinsurers by proportional treaties.
Underwriting, which is within the remit of 
the Appointed Actuary, is carried out through 
a system of delegated authorities. Reinsurance 

arrangements of the international businessesare commensurate with their respectiveexposures and capital bases.
The principal general insurance reinsurancesare excess of loss catastrophe treaties, underwhich the excess of an accumulation of claimsfrom an event, above an agreed retention level,is recovered from reinsurers. The effectiveretention for 2001 has been increased to £18m(2000: £16m) and this represents the maximumnet probable loss from any one event withinthe dominant household account. 
A S S E T / L I A B I L I T Y  M A N A G E M E N T  An Asset/Liability Committee of seniormanagers, chaired by the Group ChiefExecutive, establishes investment policiesfor shareholders’ and policyholders’ funds onthe basis of sound asset/liability principles.
(i) Counterparty credit riskCounterparty credit limits for the Companyand individual subsidiaries are approved andreviewed regularly by senior management.Compliance with these limits for investmentand treasury transactions are monitored daily. 
Reinsurer counterparty risk for general insurancebusiness is managed by ceding reinsurance to a spread of reinsurers, each of which has beensubject to a financial credit review carried outby a leading reinsurance broker.
(ii) Liquidity riskLiquidity requirements vary according to the type of business. Relevant monthly cashflow projections are maintained to indicatelikely cash requirements. 
Short term cash requirements can be metinter alia by the sale of liquid investmentsor the use of short term borrowings. 
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other liabilities relating to with-profits policies.
The excess, known as the with-profits estate,
comprises working capital which has been
retained in the with-profits fund having been
substantially provided by shareholders since
the Society started writing modern with-profits
policies in 1954. This contrasts with the ‘inherited
estates’ of many other companies which derive
from past and present with-profits policyholders.
As we reported in July 2000, as at the end of
1999, the with-profits estate amounted to at least
£2.3bn. There is, in addition, a sub-fund of
£0.3bn, which is available to support the with-
profits business and is reported as part of the
fund for future appropriations. 
The balance of the LTF assets, less an 
amount to cover the liabilities of the non-profit
business, represents the SRC of £2.0bn.
The SRC, together with the sub-fund, represents
accumulated profits retained in the LTF from
past non-profit business. 
G R O U P  D I V I D E N D
The transfer from the LTF, together with the
Group’s other operational cash flows and
resources, provide a secure base for our
progressive dividend policy. 
The dividend has again increased by 14%.
The 2000 dividend is covered 1.4 times, based
upon the MSS basis operating profit after tax.
On the corresponding Achieved Profits basis,
the cover is 2.0 times.
M A N A G E M E N T  O F  R I S K
A significant part of the Group’s business
is the acceptance of risk in a controlled
and considered manner. The essence of
insurance is the transfer of financial risk
from policyholder to insurer and, therefore, 



(iii) Interest rate risk 
The investment policies for long term and
other business have due regard to the nature
of the liabilities and the guarantees and other
embedded options given to policyholders. 
The interest rate risk of such liabilities is
normally managed by investing in assets of
similar duration, where possible. It is further
managed by both maintaining capital sufficient
to cover the consequence of a mismatch
under a number of adverse scenarios and 
by the use of derivatives. 
(iv) Foreign exchange risk
Balance sheet translation exposure in respect
of the Group’s international subsidiaries is
actively managed in accordance with a policy,
agreed by the Group board, which allows
between 25% and 75% of net foreign currency
assets to be hedged. Foreign currency
exposure in respect of holdings of equities
(either foreign currency or sterling quoted) 
is not hedged as it is not currently considered
to constitute a material additional financial risk
over and above that represented by the
equities themselves.
(v) Business risks
Operational management has responsibility for
the management of business risk. The Group
Risk Committee, which comprises senior
managers drawn from across the Group,
monitors the identification of critical risks and
their management by appropriate processes.
T R E A S U R Y  O P E R A T I O N S
The Group has a central treasury function which
is responsible for the Group’s external financing
and related interest rate exposure. It manages
foreign currency exposure, liquidity, short term 

investments and counterparty risks and provides
the treasury function for Legal & General Bank.
Its authorities are approved by the boards
of the companies for which transactions are
undertaken and reviewed by the Audit
Committee of the Group Board. 
Derivatives are not undertaken for speculativepurposes, but used to manage interest rate,currency and counterparty exposures inaccordance with approved policies. 
D E B T  A N D  D E B T  F A C I L I T I E S
Total debt at the end of 2000 amounted 
to £571m (1999: £426m) and is analysed 
in Figure 8. £156m of the debt effectively
carried a fixed rate of interest.
Debt to finance mortgage lending and relatedassets amounted to £279m at end 2000 (1999:£285m). Core shareholder debt, which excludesdebt to finance mortgage lending and the LTF(other than the SRC), was £265m at the end of2000 (1999: £110m). This includes a £150m(nominal) 57/8% 31 year senior bond issued by
Group during 2000 under its US$1bn Medium 
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Total at 31 December 2000 £571m

£442m Sterling
£107m US Dollar
£22m Euro

Term Note programme. In addition, the Group
has a US$2bn commercial paper programme,
of which only US$24m was outstanding 
at the end of 2000, and numerous other
committed and uncommitted facilities.
The Group complies with all of its borrowing
covenants, none of which represents a
restriction on funding or investment policy.
The Group’s current debt ratings from Moody’s
and Standard & Poor’s for long term debt are
Aa3 and AA, respectively; and for short term
debt, P-1 and A-1+, respectively. The outlook
of Standard & Poor’s ratings is stable. 
The average cost during 2000 of the Group’s
total debt was 5.9% pa (1999: 5.3% pa).
T A X
The reported rate of tax for the year was 36%
(1999: 13%). The principal reason for the higher
rate in 2000 was that no tax credit was available
for the unrealised investment depreciation within
the change in the SRC. A reconciliation of the
reported tax to the UK corporate tax rate of 30%
(1999: 30.25%) is shown in note 9 on page 59.

N O N - P R O F I TB U S I N E S S

W I T H - P R O F I T SF U N D S R C  A N DS U B - F U N D

PROFIT  ANDRELEASEDPROVIS IONSNEW BUSINESSINCREASEDPROVISIONS

TRANSFEROUT OF LTF

TARGET BASEDON EMBEDDEDVALUE
UP TO 10% OFDISTRIBUTEDSURPLUS

INVESTMENTRETURN
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Our commitment to sociallyresponsible behaviour underpins allareas of Legal & General’s activities.

Above:Young people from Cardiff enjoyinga residential activity course as part of the Legal & General funded Youth Works project.

If Legal & General is to prosper, then thecommunities in which we operate must also be secure, stable and prosperous. Our SocialResponsibility and Environment Programmes are designed specifically to support and sustainthe communities and the environment onwhich we depend as a company.
Our commitment to socially responsiblebehaviour underpins all areas of
Legal & General’s activities. At the heart of our ethos is providing customers with good
quality products, at an attractive price, whichfulfil their needs and exceed their expectations.That approach is central to both our values
and our strategy. 
In addition, we seek to manage our business
according not only to best environmentalpractice, but also good practice as corporate
citizens. We pursue this approach not in search of accolades, but because we believe 
it makes good business sense. Better use of water and power not only protects ourenvironment, but also saves money. Listening 
to the needs of local communities and thenworking closely with them to address thoseneeds is not only beneficial for these
communities, but it also helps us to recruit 



James Longford, Legal & General Junior Fellow atthe Royal College of Music being presented withthe Tagore Gold Medal by the Prince of Wales.

and retain the staff we need. Good social andenvironmental practice is we believe, goodbusiness practice.
S O C I A L L Y  R E S P O N S I B L E

I N V E S T M E N TLegal & General is committed to operating in a socially responsible manner, not only in its own right, but also as one of the UK’sleading investors. As such, we seek to exert a positive influence on corporate behaviouron ethical, social and environmental issues.We do this by talking to management and by voting on resolutions, for example onenvironmental issues, where this is called for by our corporate governance policy. The actively managed part of our portfolio is also able to exert influence through theposition it takes in particular stocks. We offer an Ethical unit trust product, which only invests in companies which have passedcertain screening tests. Further details of ourSocially Responsible Investment guidelinesare available from the Group’s InvestorRelations department.
S O C I A L  R E S P O N S I B I L I T Y

P R O G R A M M EOur approach to social responsibility isreviewed annually by the Board when theProgramme’s budget is set and its guidingprinciples are agreed. The most important of these principles are:
1. The charities we support and fund should have purposes which are linked to one of the Group’s core businesses. 2. Our contributions should make a realdifference to the recipient body.3. Relationships should be non-dependent.4. Staff involvement is encouraged.

3 1Y O U R  L E G A L  &  G E N E R A L  I N  T H E  C O M M U N I T Y

5. Preference is given to projects benefiting thecommunities surrounding our main offices.
In 2000, Legal & General made contributions of £1.7m to its Social Responsibility Programme.
N A T I O N A L  P R O J E C T SLegal & General supports both national andlocal charities as well as running our ownsponsorship and benevolent programmes.Among the many national projects supportedby Legal & General in 2000 was anenvironmental competition for children calledThe Greenfingers Challenge. The competitionwas jointly organised by The Tidy BritainGroup and the Royal Horticultural Society andwas sponsored by Legal & General. Groups of young people were encouraged to create a garden or wildlife area for their wholecommunity to enjoy, and to record theirprogress through a series of photographs. By creating a garden and enhancing their ownenvironment young people learn to appreciatethe wider environment and the importantresponsibility we all have to care for it.
Y O U T H  E X C E L L E N C EAnother Legal & General initiative whichoperates with national reach is our YouthExcellence Sponsorship programme.This programme was established to help youngpeople showing exceptional talent in theirchosen field. Current members of the schemeinclude James Longford, an able pianist on theverge of a concert career, and Giles Long, asuccessful Paralympian. James, a student of theRoyal College of Music recently won one ofthe College’s most prized awards, the TagoreGold Medal in recognition of his outstandingability. Giles Long, a swimmer, has beensupported by Legal & General’s Youth 



Excellence Scheme for the last three years. This support has helped Giles afford the timefirst to undertake the training required to winselection for the British team competing in the Sydney 2000 Paralympics, and then to win two gold medals and one silver.
L O C A L  P R O J E C T SAn essential element of our programme ofSocial Responsibility is that we should supportthe communities around our main offices. Our fastest growing office is in Cardiff wherewe support a wide range of local charitableactivities. One such activity is in Llanrumneywhere we fund a Crime Concern Youth WorksPlus project. This project aims to reduce crime by and against young people and as a result to improve the quality of life for those living in the area. Activity Programmes, both at Easter and in the Summer Splash Programme,provided over 5,000 hours of activity for 135 young people aged 11 to 17 years. TheSummer Splash programme resulted in a fall in both youth crime and nuisance calls in theLlanrumney area.
All of our main offices work to establish
partnerships with their local communities. Staffare encouraged to play an active role in their
local area, working with charities or not-for-profit organisations. In one such partnership, a group of staff from our Kingswood office 
are working with The Children’s Trust, alocal charity helping children with profounddisabilities and complex medical needs.
Staff involvement in our social responsibilityprogramme is very important to us. But notall staff have either the opportunity or thetime to undertake voluntary charitableactivities. Accordingly, we worked closely 

in 2000 with the Charities Aid Foundation to encourage staff take-up under the Give As You Earn scheme (GAYE). In addition tothe 10% bonus to contributions which theGovernment is making, staff contributions to GAYE benefit from Legal & General’swillingness to pay in full the administrationcosts normally levied. We were pleased thatmonthly GAYE contributions increasedeightfold during the year.
E N V I R O N M E N TThe responsibility for protecting ourenvironment is a shared one, withGovernment, companies and individuals allhaving their part to play. At Legal & General,our responsibility to the environment isafforded a high priority. Following a review of the significant risks to the company’svalue arising from environment and ethicalissues, a sub-committee of the Boardcomprised of representatives from across the business was set up. The committee,chaired by David Rough, Group Director(Investments) is charged with driving forwardour Environment Programme. It is aided byenvironmental committees at each of oursites and a full time environmental advisor.Board members receive specific training onenvironmental and ethical matters and theBoard is updated annually on the work ofthe Environment Committee.
At the heart of our Programme is anEnvironmental Management System (EMS)through which we identify environmental risks and set objectives and targets forimprovement. Although the EMS is focused on our UK operations, our overseas offices are also active in promoting appropriateenvironmentally responsible behaviour 
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Giles Long is one of several athletes supported byour Youth Excellence Scheme. Giles was delightedto win three medals including two golds at theSydney 2000 Paralympics. Giles was one of themost successful British athletes in the competition.



O U R  E N V I R O N M E N T A L  T A R G E T S  F O R  2 0 0 1  I N C L U D E :

O B J E C T I V E T A R G E T

O B J E C T I V E T A R G E T  2 0 0 1
To reduce our total emissions To reduce annual fixed site carbon dioxideof carbon dioxide. emissions to 180kg CO2 per square metre 

at target sites.
To reduce and eventually eliminate To remove all Halon 1301 from the use of ozone depleting substances. operational sites.
To apply the reduce, reuse and recycle To reduce the total quantity of waste principle to waste management at disposed of to landfill from target sites our sites. to less than 300 tonnes. 

To recycle 60% of waste at target sites.
To reduce our consumption of water. To reduce the quantity of water used at 

metered sites by 5%.
To reduce the environmental impact To ensure at least 50% of our key suppliersassociated with our purchase of products are in full compliance with the requirementsand services. of our Purchasing Environmental Policy.
To manage the environmental risks and 25% of directly managed investment reduce the impacts associated with our properties to receive an environmental audit.Investment Property portfolio.
Legal & General Investments to meet To prepare to register with the UNEPthe requirements of the United Nations Statement by Financial Institutions on theFinancial Institutions Initiative. Environment and Sustainable Development.

environmental issues through regular articles in our internal magazine and an annual special‘Green’ edition. Specialist training is providedto those staff with specific environmentalmanagement responsibilities.

amongst their staff. In due course we aim to have selected parts of the companyoperating the EMS certified to the internationalenvironment standard ISO 14001.
Progress towards our environmental targets for 2000 was very positive. Measured fixed site carbon dioxide emissions decreased 4% on 1999; measured water consumptiondecreased 21% on 1999; and 54% of wasteby weight was recycled at target sites.However, consumption of paper increased21% on 1999. An energy audit wascompleted; energy monitoring software wasimplemented at our largest site; there weresuccessful trials of a non-ozone depletingreplacement gas within an air conditioningsystem and PCs to the value of almost £1mwere recycled for use in schools in the UKand overseas. A more detailed analysis ofthese statistics will be available in anEnvironmental Report we intend to publishon our internet site in the summer.
Our environmental targets for 2001 (see table)encompass a wider range of impacts thanprevious targets and reflect our commitment to continuous improvement. However, we also recognise the long term challenges ofincorporating environmental considerationsinto our investment decision making processesand will continue to build on the workalready undertaken on socially responsibleinvestment. Full details will be available in our forthcoming Environmental Report.
The success of our Programme is dependenton commitment from our staff. Our in-househealth and safety training programme nowincorporates information on environmental bestpractice. Staff are kept up-to-date on relevant 
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21%
R E D U C T I O N  I N  W A T E R  U S A G E

£1.7m
S O C I A L  R E S P O N S I B I L I T Y  

P R O G R A M M E  F O R  2 0 0 0



Well-trained, well-equipped, well-informed and well-motivated staf f are the cornerstone of our success.

O U R  P E O P L E

Under this agreement, management and
union work together within the spirit as well 
as the letter of employee legislation for the
benefit of both the business and our staff. 
The partnership is based on the company
providing MSF with open access to information
and early participation in the decision making
process and on both parties recognising 
those many interests which are shared, and
respecting those which are not.
E Q U A L  O P P O R T U N I T I E S  F O R  A L L

Legal & General works closely with MSF
to ensure equal opportunities for all staff. 
The Board receives key Human Resource
performance indicators each month and takes
action where adverse trends are identified.
Women hold senior positions throughout the
company, including on the Board, a quarter 
of whose membership is female. Family
friendly policies such as flexible working, 
job share and parental, maternity, adoption
and dependents leave have been introduced. 
Legal & General is an active member of
Business in the Community, Opportunity Now, 

Race for Opportunity, Employees DisabilityForum and the Equal Opportunities Group for Financial Services. We also recognise theobligations and seek to conform with both the Universal Declaration of Human Rights of 1948 and the 1953 European Convention of Human Rights. Our policies and practices
have been reviewed to ensure conformity with the UK Human Rights Act 2000.
H E A L T H  A N D  S A F E T YThe health and safety of our staff has 
the highest priority. Reports are receivedregularly from external advisors which indicatethat standards of health and safety in our places
of work are high. Over 7,000 staff have receivedhealth and safety training and it is includedwithin the induction programme for recruits.
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D E V E L O P I N G  O U R  P E O P L ELegal & General is strongly committed to staffdevelopment and training within a closelymonitored equal opportunities framework.Each year we spend around £9m training ourstaff in the UK. Our purpose is to identify and
nurture the talents of our staff at all levels ofthe organisation. We seek thereby to create a
workforce which can support and acceleratethe continuing growth of our business. At thesame time, we seek to ensure that individual
staff gain the experience and knowledge tohelp them fulfil their potential. Our programme
seeks to reinforce the values such as customeraccessibility, credibility, responsiveness and
involvement upon which our brand is built.We encourage an internal culture whichstimulates and rewards creativity, flexibility
and professionalism. We are currently applyingfor Investors In People accreditation for ourfast growing Cardiff office. 
O U R  P A R T N E R S H I P  W I T H  M S F

During 2000, Legal & General reviewed andreaffirmed its partnership agreement with MSF. 



L I F E  I N S U R E R  O F  T H E  Y E A RLegal & General was named Life Insurer of the Year for the second time in three years, at the British Insurance Awards 2000.
A W A R D  F O R  L I F E  S E R V I C E  E X C E L L E N C ELegal & General won the Planned Savings 2000 award for Life Service Excellence following an IFA survey carried out by the magazine.
M O S T  A D M I R E D  T I E D  A G E N T  H O S T  C O M P A N YLegal & General was chosen by tied agent readers of the weekly trade paper Financial Advisor as the tied agent host company they most admired.Respondents were not allowed to vote for their own host company.
T H E  G O L D E N  S T A R  A W A R D  F O R  E X C E L L E N C EIn the Professional Pensions Awards 2000, Legal & General won 
the Golden Star Award in recognition of its outstanding performance in the field of occupational pensions.
B E S T  P R E S S  O F F I C E  A T  A  F I N A N C I A L  S E R V I C E S  C O M P A N Y

This award is voted for by members of the Financial Journalists’ Group, 
comprising over 250 journalists from all sectors of the financial media.
B E S T  O N - L I N E  L I F E  A N D  P E N S I O N S  P R O V I D E RThis award was voted for by readers of the magazine Investors Week and
related publications. In the citation, Legal & General was praised for its product innovation in the life and pensions market, and for having carried this forward onto its web offerings.
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I N  2 0 0 0 ,  L E G A L  & G E N E R A L  W A S  P L E A S E D  T O  W I N  M O R E  A W A R D S  A N D
A C C O L A D E S  T H A N  E V E R  B E F O R E .  A H I G H L I G H T  W A S  W H E N  W E  W E R E  N A M E D
T H E  U K ’ S  M O S T  A D M I R E D  I N S U R A N C E  C O M P A N Y  F O R  T H E  T H I R D  Y E A R
R U N N I N G .  I N  T H E  S A M E  M A N A G E M E N T  T O D AY  S U R V E Y  W E  W E R E  A L S O  T H E
O N L Y  R E T A I L  F I N A N C I A L  S E R V I C E S  C O M P A N Y  I N C L U D E D  I N  T H E  U K ’ S  T O P
2 0  M O S T  A D M I R E D  C O M P A N I E S .  T H E  P H O T O G R A P H S  B E L O W  S H O W  A  F E W
O F  T H E  M A N Y  O T H E R  A W A R D S  L E G A L  & G E N E R A L  W O N I N  2 0 0 0 .
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1 R O B M A R G E T T S  C B EChairman. Aged 54. Chairman – Europe of HuntsmanCorporation. He is a director of Anglo American Plcand Chairman of the Natural Environment ResearchCouncil. Also, a member of the Council of Scienceand Technology, the Advisory Committee on Businessand the Environment and a Governor of the ImperialCollege of Science, Technology and Medicine. He wasformerly a director and Vice Chairman of ImperialChemical Industries Plc. Appointed in 1996.
2 D A V I D  P R O S S E RGroup Chief Executive. Aged 56. JoinedLegal & General in 1988 as Group Director(Investments). Appointed Group Chief Executivewith effect from 11 September 1991. Previously,he had held positions at British Coal where he wasChief Executive of CIN – the pensions investmentmanagement company, Sun Alliance – the insurancecompany, and Hoare Govett – the stockbroker. He is aFellow of the Institute of Actuaries and holds a degreefrom the University College of Wales, Aberystwyth.
3 A N D R E W  P A L M E RGroup Director (Finance) from 1 January 2001 –previously Group Director (Corporate Business). Aged 47. Joined Legal & General in 1988 fromCommercial Union. He was appointed to the Board as Group Director (Services) on 1 January 1996 and became Group Director (Corporate Business) on 1 July 1999. He is a Fellow of the Institute of Chartered Accountants in England and Wales. 
4 D A V I D  R O U G HGroup Director (Investments). Aged 49. Joined Legal & General in 1989 from Royal Insurance where he was Investment Manager, Royal Life. He is the nominated executive director responsible forenvironmental matters. Appointed to the Group Boardin 1991 as Group Director (Investments), he is adirector of Mithras Investment Trust Plc, Group TrustPlc and Legal & General UK Select Investment TrustPlc; and a non-executive director of BBA Group Plc.He is a Fellow of the Chartered Insurance Instituteand holds a degree from the University of East Anglia.
5 R O B I N  P H I P P SGroup Director (UK Operations) from 1 January 2001 –previously Group Director (Retail Business). Aged 50.Joined Legal & General in 1982 from British Gas andwas appointed IT Director in 1985. He was appointedto the Board as Group Director (Sales & Marketing) on1 January 1996 and became Group Director (RetailBusiness) on 1 July 1999.

6 K A T E  A V E R YGroup Director (Partnerships and Direct). Aged 40.Joined Legal & General in 1996 as Director (Sales andMarketing). Became Director (Group Marketing andDirect) in 1997 and Retail Customer Director in 1999.Appointed to the Group Board on 1 January 2001. She was previously Managing Director of BarclaysStockbrokers Ltd. and Barclays Bank Trust Company Ltd.She has an MBA from Cranfield School of Management.
7 G A R E T H  H O S K I NGroup Director (IFA and Corporate). Aged 40. JoinedLegal & General in 1994 as Finance Director (Salesand Marketing). Became Director (Housing) in 1998and Retail Marketing Director in 1999. Appointed tothe Group Board on 1 January 2001. He previouslyheld positions in Sears plc and Price Waterhouse. He is a member of the Executive Committee at theCouncil of Mortgage Lenders. A Chartered Accountant,he holds a degree from Salford University.
8 A N T H O N Y  H O B S O NGroup Director (Finance) from June 1987 to 1 January2001, retiring from the Group Board on 28 February2001. Aged 53. Previously Finance Director: Europe,Middle East, Africa with Sperry Corporation. Qualifiedas a Chartered Accountant with Arthur Andersen & Co.and holds degrees from the University of Virginia(MBA) and Liverpool University. He was the seniorindependent director of Thames Water Plc untilNovember 2000.
9 B E R N A R D  A S H E RVice Chairman, Senior Independent Non-ExecutiveDirector and Chairman of the RemunerationCommittee. Aged 64. Chairman of Lonrho (Africa) Plcand formerly Executive Director of HSBC Holdings andChairman of HSBC Investment Bank Plc. Vice Chairmanof the Court of Governors of the London School ofEconomics and Political Science. Appointed in 1998.
1 0 A L A N  W H E A T L E YIndependent non-executive director. Aged 62. Chairmanof Special Utilities Investment Trust Plc. DeputyChairman of Ashtead Group Plc. He is a Director ofBabcock International Group Plc. He is also Chairmanof two private technology companies. Appointed in1993, he is a member of the Audit Committee.

1 1 B E V E R L E Y  H O D S O NIndependent non-executive director. Aged 49. She is Managing Director of WH Smith Group Plc. Shewas formerly Managing Director of Children’s World,which was part of Boots Company Plc, and ManagingDirector of Dolcis Limited and Cable & Co. which werepart of Sears plc. Appointed in December 2000.
1 2 B A R R I E M O R G A N SIndependent non-executive director. Aged 59. He isChairman of Azlan Group Plc and a non-executivedirector of Psion Plc. He was formerly Chairman andChief Executive of IBM UK Holdings Limited. Appointedin 1997, he is also a member of the Audit Committee.
1 3 H O N O R  C H A P M A N  C B EIndependent non-executive director. Aged 58.International Director of Jones Lang LaSalle, CharteredSurveyors. She is also a Crown Estate Commissionerand a Board Member of The London CommunicationsAgency. Appointed in 1993.
1 4 D R  R O N A L D O  S C H M I T ZIndependent non-executive director. Aged 62. Non-executive director of GlaxoSmithKline Plc andRohm & Haas Co. He was formerly a director ofDeutsche Bank AG. Appointed in October 2000.
1 5 E L I Z A B E T H W A L LIndependent non-executive director. Aged 53. Senior Vice President, General Counsel and CompanySecretary, Equant N.V. Graduate of Victoria Universityof Manchester, she is a solicitor (England and Wales),attorney (California) and a Governor of The RoyalCollege of Law. Appointed in 1998, she is a memberof the Audit Committee.
1 6 L O R D  B U R N S  Chairman of the Audit Committee and anindependent non-executive director. Aged 56. He isChairman of the National Lottery Commissions andof Glas Cymru Cyfyngedig, a director of Pearson Plc,The British Land Company PLC and Queens ParkRangers Football Club and a Governor of The RoyalAcademy of Music. Lord Burns was formerly ChiefEconomic Adviser and Permanent Secretary to H M Treasury. Appointed in 1999.
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The Group has complied throughout the year
with the provisions of the Combined Code of
the Principles of Good Governance and Code 
of Best Practice (the Combined Code), as
annexed to the listing rules of the UK Listing
Authority, the Financial Services Authority 
(FSA), except in respect of the formal
appointment of a senior independent director
and the publication of proxy votes at the
Annual General Meeting, both of which are
referred to below. 
The Board
The Board determines the strategic direction 
of the Group and reviews its operating and
financial position. The Board has a formal
schedule of matters specifically reserved to it,
which can only be amended by the Board itself
and which is reviewed annually. The Board
meets at least 11 times during the year.
Directors
Appointments to the Board are the responsibility
of the full Board, on the recommendation of 
the Nominations Committee. New directors 
have a formal induction programme. The Board
and its directors are subject to periodic external
appraisal. The next appraisal will be conducted
in the first half of 2001. All directors submit
themselves for re-election at Annual General
Meetings at least once every three years.
There is a continuing training programme
for directors and senior managers which, in
2000, included educational and business
awareness programmes.
The majority of the Board are independent,
non-executive directors with a wide business
experience and whose remuneration consists
only of fees. They have access to all information
relating to the Group; the advice and services 
of the Group Secretary; and, as required,
external advice at the expense of the Group. 
At the end of 2000 there were nine non-
executive directors.
There is a clear division of responsibility between
the Chairman and the Group Chief Executive. 
The roles of Chairman, Group Chief Executive
and directors are clearly defined so as to give
no individual unfettered powers of decision. The
Chairman, the Vice Chairman and the other non-
executive directors are independent.

Following the death of the then Chairman, Sir Christopher Harding, on 13 December 1999,Rob Margetts was appointed acting Chairman on 16 December 1999. He was formallyappointed as Chairman on 2 February 2000.Bernard Asher was appointed as Vice Chairmanand Senior Independent Non-Executive Directoron 12 April 2000.
Relations with ShareholdersThe Board attaches high importance tomaintaining good relationships withshareholders. There is regular dialogue withinstitutional shareholders. However, care isexercised to ensure that any price-sensitiveinformation is released at the same time to all shareholders, institutional and private, inaccordance with the requirements of both theFSA and the London Stock Exchange.
The Board regards the Annual General Meetingas an important opportunity to communicatedirectly with private investors. The Board, whichincludes the chairmen of the Remuneration,Nominations and Audit Committees, attends themeeting and is available to answer questions. 
In order that shareholders present are aware of the other shareholders’ voting intentions, thedetails of proxy votes are distributed immediatelyprior to the Annual General Meeting.
Board CommitteesThe standing committees of the Board are the Remuneration Committee, the InvestmentAdvisory Panel, the Nominations Committee andthe Audit Committee. The role and operation ofthe Remuneration Committee is set out in theDirectors’ Report on Remuneration on pages 40 to 42. 
The Investment Advisory PanelThe Investment Advisory Panel is chaired byRob Margetts. It comprises all directors andmonitors the performance of the Group’sinvestment managers and investment strategy.
Nominations CommitteeThe Nominations Committee is chaired by Rob Margetts and is comprised of all directors. It must have a majority of non-executivedirectors when it meets. It has responsibility for proposing the appointment of new Boarddirectors. In doing so, it considers thecomposition of the Board, the demands madeon the Board and its Committees and therequirements of good corporate governance. 

Audit CommitteeThe Audit Committee is chaired by Lord Burnsand is comprised of non-executive directors. It met four times during the year to:
•  review and advise the Board on the Group’sinterim and annual financial statements; itsaccounting policies; and on the control of its financial and business risks;
•  review the nature and scope of the work to be performed by the external and internalauditors, the results of that work andmanagement’s response;
• make recommendations on the appointmentand remuneration of the external auditors;and review the non-audit services provided to the Group by the external auditors. 
The Audit Committee meets with executivedirectors and management, as well as privatelywith both external and internal auditors. LordBurns reports the outcome of meetings to theBoard and the Board receives the minutes of all Committee meetings.
The terms of reference of the Audit Committeeinclude all matters indicated by the CombinedCode, except the control of compliance riskswhich, as explained below, is the directresponsibility of the Board.
Internal ControlThe Board has overall responsibility for theGroup’s internal control systems and formonitoring their effectiveness. Theimplementation and maintenance of the internalcontrol systems are the responsibility of theexecutive directors and senior management. 
The performance of internal control systems isreviewed regularly by the Audit Committee andboards of subsidiary companies.
The Group prepares a five year plan and a more detailed one year plan. The Board regularlyreviews actual and forecast performance of thebusinesses compared with the one year plan aswell as other key performance indicators.
Management’s organisational arrangementsinclude clearly defined lines of responsibility
and delegated authority. The Group’s control
policies and procedures are set out in an
operating manual, which is regularly updatedand distributed throughout the Group. Executive
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directors and senior management are required
to confirm compliance throughout the year withthese policies. The results of this confirmationprocess are reported to the Audit Committee.
The arrangements for establishing investment,treasury and underwriting policies, together withthe related internal control systems, are describedin the Operating and Financial Review.
The Chairman and Group Chief Executiveoversee employee selection, assessment and development policies and have directinvolvement in senior management appointments.Succession planning and contingencyarrangements are in place for senior managementand have been reviewed during 2000 by both the Remuneration Committee and the Board.From 2001 these reviews will be made by theBoard. The Group seeks to conduct business in accordance with high ethical principles andprovides employees with written guidance on the standards required.
Review of internal controlIn September 1999, the Institute of CharteredAccountants in England & Wales published‘Internal Control: Guidance for Directors on the Combined Code’ (known as the TurnbullCommittee guidance). 
The Combined Code requires directors toreview and report to shareholders on theGroup’s internal control systems, which includefinancial, operational and compliance controlsand risk management.
Established procedures, including those alreadydescribed, are in place to comply with theCode. The Board assesses the effectiveness 
of internal control systems on the basis of:
•  regular reports by management to the mainoperating boards and the Audit Committee on the adequacy and effectiveness of internal

control systems and significant control issues.
•  the Group Risk Committee’s review of thecontinuous group wide process for formally

identifying, evaluating and managing thesignificant risks to the achievement of theGroup’s objectives. 
•  compliance reports and presentations fromthe Group Compliance Officer on, at least, 

a quarterly basis. 

•  presentations of the results of internal audits
to the Audit Committee by the Group ChiefInternal Auditor.

The Group’s internal control systems are
designed to manage, rather than eliminate, 
the risk of failure to meet business objectives
and can only provide reasonable, and not
absolute, assurance against material
misstatement or loss. In assessing what
constitutes reasonable assurance, the Board 
has regard to materiality and to the relationship
between the cost of, and benefit from, the
internal control systems.
The results from the ongoing monitoring of
embedded financial, operational and compliance
controls and the risk management process have
been reported to the Board. The Board was
able to conclude, with reasonable assurance,
that appropriate internal control systems had
been maintained throughout the period.
Internal Audit
Internal Audit advises management on the
extent to which systems of internal control 
are effective; are adequate to manage business
risk; safeguard the Group’s resources; and 
ensure compliance with legal and regulatory
requirements. It provides objective assurance 
on risk and control to senior management 
and the Board.
Internal Audit’s work is focused on areas of
greatest risk to the Group as determined by 
a structured risk assessment process involving
executive directors and senior managers. 
The output from this process is summarised 
in a plan which is approved by the Audit
Committee. The Group Chief Internal Auditor
reports regularly to the Group Chief Executive
and Audit Committee.
Compliance
Each UK subsidiary which is subject to 
product and sales regulation has a compliance
committee, comprising executive directors,
senior managers and compliance officers. 
These committees receive regular compliance
reports which are summarised and reported 
by the Head of Compliance to the Group Chief
Executive and the Board. For international
subsidiaries, compliance matters are considered
at subsidiary board level.

Group Risk Committee
The Group Risk Committee is chaired by the Group Director (Finance) and comprisessenior managers drawn from across the Group.The Committee monitors the process by which critical risks in the UK and overseas 
are identified and managed. It reports regularly to the main operating board and to the Audit Committee.
Financial risk managementThe Group has mechanisms for monitoringunderwriting, pricing, credit, liquidity, interest rate and foreign exchange risk. Risk management policies and procedures, as described in the Operating and FinancialReview, are regularly reviewed by the executive directors and senior management.
Appointed actuaryThe major activity of the Group is thetransaction, in the UK, of life and pensionsbusiness written through long term insurancefunds, for which the appointed actuaries havecertain legal accountabilities. They are subject to the disciplines of professional conduct andguidance and have a reporting relationship tothe directors of the relevant insurance companyand to the supervisory authorities. They haveaccess to the Board and must report fully andimpartially on the financial condition of thefunds, annually quantifying and confirming each fund’s liabilities and solvency position. The supervisory authorities receive a copy of these reports.
Going concern
The directors have prepared the financialstatements on the going concern basis 
consistent with their view, formed after making appropriate enquiries, that the Group 
is operationally and financially robust.
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Remuneration Committee
The Committee is chaired by Bernard Asher andcomprises all the non-executive directors, exceptthe Group’s Chairman who attends the meetingsas appropriate. The meetings are also attendedby the Group Chief Executive, except when his
own remuneration is being considered.
The Committee determines the remunerationstrategy and policy for all staff and the individual
remuneration for the most senior managers. Itmakes recommendations to the Board in respectof executive directors’ remuneration. Thestrategy, policy and approach for remuneration is reviewed annually by the Committee.
Remuneration policyThe Group’s remuneration policy is designed to support the recruitment, motivation andretention of employees. Remuneration isconsidered within the overall context of boththe sector of which the Group is a part and theGroup’s individual businesses. The objectivecontinues to be to pay at the appropriate level in the relevant market with a packagedesigned to align the interests of the employeesand the business. 
The remuneration for the Group’s executivedirectors and senior managers comprises salary,an annual cash bonus based upon performance,deferred bonus, participation in long termincentive plans with returns based on shareperformance, together with pensions and otherbenefits. Reward is designed to avoid themotivation for an individual to subject the Group
to an unacceptable risk, in order to achieve ahigher bonus. Share schemes are structured to
provide a strong alignment of interest betweenthe individual and the business.
All remuneration arrangements are approved 
by the Remuneration Committee. Annual salaries above £125,000 and any cash bonusover £75,000 are individually approved by 
the Committee.
Remuneration reflects individual experience,
responsibility and market value. It is based on relevant market comparators, related to job
size, function and sector and performance. 
Judgements are based on a range of externalinformation, mainly from major consultants suchas Hay, Watson Wyatt, Bacon & Woodrow and
Towers Perrin. The practice is to use at least

two independent sources of information for
each decision. 
In November 2000 the Committee consideredwhether it should appoint its own externalconsultants to advise upon remuneration andother matters. The Committee currently feels it is adequately resourced but will review thisdecision periodically.
Remuneration is determined as follows:
SalaryThe practice is to pay salaries close to themedian of the relevant market, depending onthe individual’s performance in the job. This isthe only remuneration which is pensionable.Salaries are reviewed annually.
Variable cash bonusThe immediate annual cash bonus is based onthe normal bonus in comparator organisations forjobs of this type and level. The amount is variedaccording to the performance of the business andthe individual, measured against pre-determinedobjectives. This cash bonus will only exceed 50% of salary in exceptional circumstances or, for a small number of managers, where marketpractice makes it appropriate.
Deferred bonusThere are arrangements in place which allowfor an additional deferred cash bonus to be paid to particular groups of staff. The limits and deferred periods on these arrangements are considered and re-authorised each year by the Remuneration Committee. 
Under the Restricted Share Plan (RSP) certainmanagers are now invited to use up to halfthe value of their annual cash bonus to buy
Legal & General shares, or lodge Legal & Generalshares of an equivalent value, to which the
Group adds twice that value in shares. The totalis deferred for a minimum of three years. Sharesunder this scheme are placed in trust.
The Share Bonus Plan (SBP) grants restrictedshares which are held in a trust for three years.
The SBP is now predominantly used for a fewnew recruits each year.
Long term incentivesThe Board believes that a significant element of managers’ remuneration, particularly at the
most senior levels, should be linked to thedelivery of above average long term returns 

for shareholders. The managers’ interests in 
both relative and absolute share priceperformance are important. This is facilitated by the use of share schemes and theencouragement to grow a significant personalshareholding in the business.
The Group’s long term incentives have been developed to reflect market practice and to provide long term management focus
and motivation. 
The Remuneration Committee has taken aconsidered look over the last year at the use ofshare schemes and at the Long Term IncentivePlans (LTIPs) in particular – i.e. the executiveshare option scheme (ESOS) and performanceshare plan (PSP) described below. We have beeninformed by our advisors that market practicehas changed significantly to give increasedallocations to those executives who can make a difference to the share price performance. 
In normal circumstances, the value of shareoptions granted each year will not exceed the amount of an employee’s remuneration for that year. In most years, the value will beconsiderably less. The value of share options is assessed using option pricing methodology,which indicated a value of around 40% of the face value. In respect of grants now beingmade, for which a PSP share alternative isoffered, an employee may take one PSP sharefor every four options granted.
The schemes are summarised below and details of grants to the directors are shown in Note 27 pages 69 to 71.
12.3m options have been offered to over 650 managers in the 2001 Pay Review under an ESOS, and an Inland Revenue approved
company share option plan (CSOP). Performanceconditions for release are an important part of
these plans.
The PSP grants conditional shares to top
managers, based upon performance. The PSPwas used to offer performance shares to 35
managers in 2001 in respect of 2000performance, as an alternative to ESOS, on the
basis of one performance share for four share
options. All the executive directors elected totake PSP shares rather than ESOS in respect of
the award made to them during 2000 based on1999 performance. They will be granted ESOS
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only in 2001 based on 2000 performance. The
Group Chief Executive will be awarded a specialgrant of ESOS following the decision to postponehis leaving date, given that this is the last granthe can receive.
Under the PSP, the number of performance
shares transferred to the individual is dependent
upon the Legal & General total shareholder
return (TSR) compared with that of the other
FTSE 100 companies, measured over a three
year period. The minimum number of
performance shares is transferred if the TSR 
is above median. The number increases
proportionately to a maximum of four times the
performance shares for performance at or above
the twentieth position. Any PSP shares arising
from 1998, 1999 and 2000 grants will be
released in 2001, 2002 and 2003 respectively,
provided the performance targets are met.
There are share schemes for all employees.
Executive directors and senior managers can
participate on the same terms as all UK
employees in the Inland Revenue approved
Save As You Earn share option (SAYE) scheme,
the employee profit sharing scheme, the CSOP
and the new Inland Revenue approved scheme,
the Employee Share Plan (ESP). 59.35% of all
staff at end 2000 were participating in the SAYE
scheme. The ESP was approved by shareholders
in October 2000. It supports the Group’s profit
share culture and its desire that all employees
should have an equity interest in the Group. 
It provides the facility, in a tax-efficient manner,
for the Group to give shares free to eligible
employees, to match part or all of shares
purchased by employees by monthly deduction
from salary. From April 2001, the Company 
has offered to match the first £20 per month
invested by employees. There will be an
allocation in April 2001 of 250 shares to all
eligible staff. 
PensionThe Group operates a number of defined
benefit and defined contribution pensionschemes in the UK and overseas which aredescribed in more detail in Notes 27 and 34 on
pages 69 and 75. The assets of all the definedbenefit schemes are held in separate trustee-administered funds and all significant schemes
have been subject to regular reviews byqualified actuaries employed by the Group. 

The Group has a range of contingent benefits,
such as death in service and ill health cover, 
but has no liability for retirement benefits other
than pensions. 
The five executive directors at 31 December
2000 were entitled, on retirement from
Legal & General at age 60 and subject to Inland
Revenue limits, to a pension of two thirds of
their base annual salary. On death in service, an
executive director will be treated as other senior
executives. Further details of these arrangements
are contained in Note 27, page 69.
Other benefits
Other benefits are provided by the Group only
when there are strong market or other reasons.
These benefits are:
– a company car, or an allowance of equal cost,

where either the job or the market requires it;
– medical insurance for managers and their

dependants;
– staff discounts. Legal & General products can

be acquired by directors on terms which are
no more favourable than those which apply 
to other members of staff.

Overseas compensation
Although the UK remuneration philosophy 
is followed throughout the Group, detailed
practice outside the UK reflects local markets
and conditions. The individual remuneration 
for each overseas Managing Director is ratified
by the Remuneration Committee.
Remuneration of Executive
Directors for 2000The executive director comparator market 
is considered to be mainly the FTSE 100companies with influence from other majorcompanies in the UK financial services sector.
The Remuneration Committee has access to arange of information from major consultants onwhich to base its deliberations. The salary of
each executive director is placed, over time,close to the market median for the respective
role. The cash bonus is varied around thenormal market level based on business and
personal performance against pre-determinedobjectives. These objectives and assessments of performance are based on profit and
productivity targets, together with the long termenhancement of shareholder value. Compliance

with regulations is a major determinant of 
any bonus. 
All executive directors were granted matching RSP shares, which are shown as deferred bonusin Note 27, page 69. As explained on page 40,each executive director elected to take PSP sharesrather than executive share options in 2000.
The Group’s comparative share performance 
has resulted in PSP awards crystallising in 2000from share scheme allocations made in 1997.These are shown in Note 27, pages 69 to 71.
The Group Chief Executive, David Prosser, was the highest paid director in 2000. Hereceived a salary of £530,000, a cash bonus of£265,000, and a grant of shares in the RSP of£159,000. Total remuneration was £1,265,000,including the value of shares released in 2000from the PSP (£291,000), which were originallygranted in 1997. 
The Remuneration Committee also intends to have regard to the ownership of shares in the future grant of share options or PSP shares.The Group Chief Executive will be expected to build a holding of shares valued at twicesalary. The other executive directors will beexpected to build a holding valued at one times their salary.
Full details of the directors’ individualremuneration, shareholdings, share incentivesand share options are given in Note 27, pages69 to 71.
Service contracts
The notice entitlement for the three executivedirectors appointed before 1 March 1995 is a six
month rolling period plus an eighteen months’salary and benefits entitlement on terminationby the Group. These executive directors agreed
in 1995, without compensation, to reduce theirnotice period from three years. 
Contracts for executive directors appointed after
1 March 1995 contain six months’ rolling noticeperiod, plus a six months’ salary and benefitsentitlement on termination.
There are a small number of contractual
employment arrangements where it is possiblefor payments on termination to exceed one
year’s remuneration. This is the case in respectof two executive directors. To conform to bestgovernance practice, the decision has been 
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We have audited the financial statements onpages 45 to 75 which have been prepared inaccordance with the accounting policies set outon pages 52 and 53.
Respective responsibilities of Directors and AuditorsThe directors’ responsibilities for preparing the annual report and the financial statements in accordance with applicable United Kingdom law and accounting standards are set out in the statement of directors’ responsibilities. 
Our responsibility is to audit the financialstatements in accordance with relevant legal and regulatory requirements, United Kingdom
Auditing Standards issued by the AuditingPractices Board and the Listing Rules of theFinancial Services Authority.
We report to you our opinion as to whether the financial statements give a true and fair 
view and are properly prepared in accordancewith the Companies Act 1985. We also report 
to you if, in our opinion, the directors’ report is not consistent with the financial
statements, if the company has not kept proper accounting records, if we have notreceived all the information and explanations
we require for our audit, or if informationspecified by law or the Listing Rules regarding

directors’ remuneration and transactions is not disclosed. 
We read the other information contained in theannual report and consider the implications forour report if we become aware of any apparentmisstatement or material inconsistencies with the financial statements. The other informationcomprises only the directors’ report, theChairman’s statement, the operating and financialreview and the corporate governance statement.
We review whether the corporate governancestatement reflects the Company’s compliance
with the seven provisions of the Combined Codespecified for our review by the Listing Rules, and we report if it does not. We are not required
to consider whether the Board’s statements oninternal control cover all risks and controls, or 
to form an opinion on the effectiveness of theCompany’s or Group’s corporate governance
procedures or its risk and control procedures.
Basis of audit opinionWe conducted our audit in accordance withAuditing Standards issued by the Auditing
Practices Board. An audit includes examination,on a test basis, of evidence relevant to theamounts and disclosures in the financial
statements. It also includes an assessment of thesignificant estimates and judgements made by

the directors in the preparation of the financialstatements, and of whether the accountingpolicies are appropriate to the circumstances of the Company and the Group, consistentlyapplied and adequately disclosed. 
We planned and performed our audit so as to obtain all the information and explanationswhich we considered necessary in order toprovide us with sufficient evidence to givereasonable assurance that the financialstatements are free from material misstatement,whether caused by fraud or other irregularity or
error. In forming our opinion we also evaluatedthe overall adequacy of the presentation ofinformation in the financial statements.
OpinionIn our opinion the financial statements give 
a true and fair view of the state of affairs of theCompany and the Group at 31 December 2000
and the profit and cash flows of the Group for theyear then ended and have been properly prepared
in accordance with the Companies Act 1985.

PricewaterhouseCoopers
Chartered Accountants and Registered AuditorsLondon, 26 February 2001
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made to reduce potential termination 
payments so that, by the end of 2002, no
potential payment will exceed one year’s
remuneration. No compensation will be paid 
in respect of this reduction.
Copies of executive directors’ service contracts
are available for inspection during normal
working hours at the registered office.
External appointments
The Company encourages its top managers 
to broaden their experience and capability
through involvement in outside activities. 
Any such appointments are subject to annual
agreement by the Remuneration Committee 
and must not be with competing companies.
Subject to the Committee’s agreement, any 
fees may be retained by the individual.

Non-executive director fees
Fees for the non-executive directors aredetermined by the full Board, based on a range of external information and set within the aggregate limits contained in the Articles of Association. £10,000 of the fees is paid 
as a lump sum with the expectation that theamount after tax will be used each year to buyLegal & General shares, which will be retained
for the remaining period of office. All fees arenon-pensionable. There is no otherremuneration other than where the Companymeets authorised expenses of non-executivedirectors incurred on Legal & General activitiesand any associated tax liability.
Employee informationThe aggregate number of employees world-wide in 2000 was 8,363 (1999: 8,289) and in 

the UK was 7,740 (1999: 7,644). Aggregate 
gross remuneration in wages and salaries was
£206m (1999: £202m). Greater detail is given 
in Note 29, page 72.
Included in the UK figures are 719 (1999: 744)
part time employees with an aggregate gross
remuneration of £8m (1999: £8m). The Group 
is an Equal Opportunities employer and has
policies to ensure an appropriate mix of 
gender, age and ethnic origin at all levels.
Compliance with these policies is monitored
closely by the Board. As at the end of 2000 
51.5% of employees were female and 48.5% 
male and the ethnic mix of employees at our
three main operating sites was appropriate 
to the ethnic mix of the communities 
surrounding them.
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Principal activities and 
significant changes
Legal & General Group Plc (the Company) is
the ultimate holding company for a group of
insurance, investment management and financial
services companies. The Company’s principal
operating subsidiaries are set out on page 73.
Information on their principal activities and 
their financial performance is described in the
OFR on pages 16 to 29.
Result for the year
The profit for the financial year was £317m
(1999: £587m) and earnings per share was 6.18p
(1999: 11.50p). The consolidated balance sheet
on pages 48 and 49 and the consolidated profit
and loss account on pages 45 to 47 show the
affairs of the Group as at, and for the year
ended, 31 December 2000. Analysis of worldwide
life and pensions written premiums is shown on
page 55, Note 2(v) and general insurance written
premiums are shown on page 45.
Dividend
The directors recommend the payment of 
a final dividend of 3.23p per share. With 
the interim dividend of 1.48p per share paid 
on 2 October 2000, this brings the total
dividend for 2000 to 4.71p per share (1999:
4.13p), an increase of 14%. The final dividend
will be paid on 1 May 2001 to members
registered on 6 April 2001. The cost of the
dividends for the year is £243m, leaving 
a retained profit of £74m.
Directors
The directors of the Company (at 31 December
2000), together with biographical notes, are
shown on pages 36 and 37. With the exception
of Dr Ronaldo Schmitz, who was appointed on 
1 October 2000, and Beverley Hodson, who 
was appointed on 1 December 2000, all the
directors remained in office throughout 2000.
Kate Avery and Gareth Hoskin were appointed
as directors on 1 January 2001.
The directors retiring by rotation at the Annual
General Meeting are Bernard Asher, Andrew
Palmer, Robin Phipps and David Rough and,
being eligible, offer themselves for re-election. 
Kate Avery, Beverley Hodson, Gareth Hoskin
and Dr Ronaldo Schmitz were appointed since
the last Annual General Meeting and, being
eligible, offer themselves for election.

Kate Avery, Gareth Hoskin, Andrew Palmer andRobin Phipps have service contracts which areterminable by them or the Company on receiptof not less than six months’ written notice. On termination, they would become entitled to six months’ salary and benefits. 
David Rough has a service contract which isterminable by him or the Company on receipt of not less than six months’ written notice. On termination, he would become entitled toeighteen months’ salary and benefits. BernardAsher, Beverley Hodson and Dr Ronaldo Schmitzdo not have service contracts with the Company.
For directors at 31 December, their interests in the share capital of the Company and details oftheir share options and other long term incentiveschemes are shown on pages 69 to 71. TheDirectors’ Report on Remuneration, whichprovides details of the current incentive schemes,is on pages 40 to 42. There have been nochanges in the directors’ share interests between31 December 2000 and 26 February 2001.
United Kingdom employeesIt is the Group’s policy to treat its employeeswithout discrimination and to operate equalopportunity employment practices designed to achieve this end.
Furthermore, it is the Group’s policy to give full and fair consideration to applications foremployment made by disabled persons, tocontinue, wherever possible, the employment of staff who become disabled and to provideequal opportunities for the training and careerdevelopment of disabled employees. 
The Group seeks to achieve a commonawareness among staff of corporate objectivesand performance, financial and economicfactors affecting the business and other mattersof concern to them as employees. During theyear, staff were provided with informationthrough briefings by managers, training courses,staff newspapers and circulars. 
The Company operates a Save As You Earnshare option scheme, a Profit Sharing Scheme, a Company Share Option Plan, and an Employee Share Plan, all of which are InlandRevenue approved. 
Information on the number of employees and their remuneration is shown on page 72,Note 29.

Purchase of own shares
The directors propose to seek shareholders’approval to renew the authority for theCompany to purchase its own shares up to a total of 257,454,800 ordinary shares of 2.5peach, having an aggregate nominal value of
£6,436,370, being 5% of the issued nominalordinary share capital as at 31 December 2000.A Special Resolution seeking shareholders’
authority is set out in the Notice of the AnnualGeneral Meeting on page 82.
Share capital
As at 26 February 2001, the Company hadreceived notifications from AXA S.A. and CGNUPlc of holdings in the Company’s issued sharecapital amounting to 3.70% and 3.06%, respectively.
Resolution 5, set out in the Notice of the AnnualGeneral Meeting, will authorise the directors toallot up to an aggregate nominal amount of£6,436,370, being 5% of the total issued sharecapital as at 31 December 2000.
Resolution 6, set out in the Notice of the AnnualGeneral Meeting, will authorise the directors toissue up to 5% of the Company’s issued sharecapital as at 31 December 2000 for cash withoutoffering the shares first to existing shareholdersby way of rights, although it is not intended,without prior consultation with the InvestmentCommittee of the Association of British Insurers,to issue in this way more than 7.5% of theunissued share capital in any rolling three yearperiod. The resolution will also authorise thedirectors to allot shares in connection with a
rights issue otherwise than strictly pro ratawhere practical considerations, such as fractions
and foreign securities laws, make this desirable.
Details of the number, the consideration and thereason for the issue of shares by the Company
during the year are set out on page 63, Note 18. 
Other than the above, your directors have 
no current intention of issuing further sharecapital and no issue will be made which would effectively alter control of the Company
without the prior approval of the members ingeneral meeting.
EnvironmentDetails of the Group’s commitment toenvironmental issues as part of its social
responsibility programme are set out on pages 32 and 33.
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United Kingdom donations
During 2000 charitable donations totalling£700,000 (1999: £664,000) were made. 
No political donations were made during theyear (1999: none).
Payment of suppliersThe Group agrees terms and conditions for itsbusiness transactions with suppliers on an
individual basis.
Payment is made on these terms provided the supplier meets its obligations. The averagenumber of days of payments outstanding at 31 December 2000 was 31 (1999: 33). 

Auditors
A resolution to re-appoint the retiring auditors,PricewaterhouseCoopers, who have expressedtheir willingness to be re-appointed, will beproposed at the Annual General Meeting.
On behalf of the Board
D W BindingGroup Secretary
26 February 2001 
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Company law requires the directors to preparefinancial statements for each financial year whichgive a true and fair view of the state of affairs of the Company and of the Group and of theprofit or loss of the Group for that period, which comply with the relevant provisions of theCompanies Act 1985. In preparing those financial
statements, the directors are required to:
•  select suitable accounting policies and then

apply them consistently;
•  make judgements and estimates which arereasonable and prudent;
•  state whether applicable accounting 

standards have been followed, subject 
to any material departures disclosed and
explained in the financial statements;

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

The directors confirm that the financial
statements comply with the above requirements. 
The directors are also responsible for: 
•  ensuring that the Company and Group 

have suitable internal controls for 
maintaining proper accounting records, 
which disclose with reasonable accuracy 
at any time the financial position of the
Company and of the Group;

•  safeguarding the assets of the Company 
and the Group; 

•  taking reasonable steps for the prevention
and detection of fraud and other irregularities.
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For the year ended 31 December 2000
Technical account – general business 2000 1999Notes £m £m
Earned premiums, net of reinsurance– gross premiums written (UK business) 259 221
– outward reinsurance premiums (10) (10)

2(vi) 249 211Change in the provision for unearned premiums
– gross (6) 17
– reinsurers’ share 1 1

244 229Allocated investment return transferred fromthe non-technical account 4 19 18
263 247

Claims incurred, net of reinsuranceClaims paid– gross 180 159– reinsurers’ share (2) (5)
178 154Change in the provision for claims– gross (15) (15)

– reinsurers’ share 2 3
165 142Changes in other technical provisions, net of reinsurance (10) (8)Net operating expenses 5 88 88

Change in the equalisation provision 6 5
249 227

Balance on the technical account – general business 14 20
comprising:Underwriting result 1 7Change in the equalisation provision (6) (5)Investment return 19 18

14 20
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For the year ended 31 December 2000
Technical account – long term business 2000 1999Notes £m £m
Premiums, net of reinsurance– gross premiums written 2(v) 3,828 3,616
– outward reinsurance premiums (129) (103)

3,699 3,513Investment income and realised gains 4(i) 7,090 6,274
Unrealised gains on investments – 7,283
Other technical income 12,034 13,618

22,823 30,688
Claims incurred, net of reinsuranceClaims paid– gross 8,935 6,237– reinsurers’ share (86) (74)

8,849 6,163Change in the provision for claims– gross 20 10– reinsurers’ share (8) (2)
8,861 6,171

Change in other technical provisions, net of reinsurance
Long term business provision
– gross 2,037 1,273
– reinsurers’ share (228) (124)

1,809 1,149Provisions for linked liabilities 4,815 20,5876,624 21,736Net operating expenses 5 616 558Investment expenses and charges 4(ii) 47 39Unrealised losses on investments 7,629 –Other technical charges 9 (6)Tax attributable to the long term business 9 203 67Allocated investment return on shareholders’ retained capital (SRC) transferred to the non-technical account 4 (135) 181
Transfers (from) to the fund for future appropriations (1,485) 1,585

22,369 30,331
Balance on the technical account – long term business 454 357
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For the year ended 31 December 2000
Non-technical account 2000 1999Notes £m £m
Profit from general businessBalance on the technical account – general business 14 20Profit from long term businessBalance on the technical account – long term business 454 357Tax credit attributable to balance on

the technical account – long term business 9 128 832(iv) 582 440
Other operationsInvestment income and realised gains 4(i) 194 146Unrealised gains on investments – 8Allocated investment return on the SRC transferred from the technical account – long term business 4 (135) 181Investment expenses and charges 4(ii) (99) (79)Unrealised losses on investments (19) –(59) 256Allocated investment return 

transferred to the technical account – general business 4 (19) (18)
518 698Other income 91 90

Other charges (111) (112)
Profit on ordinary activities from continuing operations before tax 498 676Tax on profit on ordinary activities 9 (181) (89)
Profit for the financial year 317 587Dividends 6 (243) (212)
Retained profit 74 375

p p
Earnings per share 11 6.18 11.50Diluted earnings per share 11 6.16 11.44
Dividend per share 4.71 4.13
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As at 31 December 2000
Assets 2000 1999Notes £m £m
InvestmentsLand and buildings 13(i) 3,582 3,498Other financial investments 13(ii) 31,495 30,64535,077 34,143Assets held to cover linked liabilities 15 70,678 65,928
Reinsurers’ share of technical provisionsProvision for unearned premiums 5 4Long term business provision 599 362Claims outstanding 31 24Other technical provisions 4 6Technical provisions for linked liabilities 4 2643 398
DebtorsDebtors arising out of direct insurance operations – Policyholders 107 95– Intermediaries 36 31

143 126Debtors arising out of reinsurance operations 32 17Other debtors 207 203382 346Other assetsTangible assets 16 34 43Cash at bank and in hand 95 121Purchased interests in long term business 17 48 51177 215Prepayments and accrued income
Accrued interest and rent 373 355Deferred acquisition costs 792 674Other prepayments and accrued income 172 1471,337 1,176
Total assets 108,294 102,206

C O N S O L I D AT E D  B A L A N C E  S H E E T  
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C O N S O L I D AT E D  B A L A N C E  S H E E T  

As at 31 December 2000
Liabilities 2000 1999Notes £m £m
Capital and reservesCalled up share capital 18 129 128Share premium account 18 142 132Profit and loss account 19 2,916 2,825Shareholders’ funds – equity interests 3,187 3,085
Subordinated liabilities – Euroconvertible bond 20 – 3Fund for future appropriations 4,331 5,814Technical provisionsProvision for unearned premiums 158 152Long term business provision 26,596 24,465Claims outstanding 242 234Equalisation provision 28 22Other technical provisions 18 3027,042 24,903Technical provisions for linked liabilities 70,566 65,742
Provisions for other risks and chargesProvisions for taxation 21 17 122Creditors
Creditors arising out of direct insurance operations 132 126Creditors arising out of reinsurance operations 133 95Amounts owed to credit institutions 20 571 423Bank customer deposits 1,307 1,031Other creditors including taxation and social security 26 1,008 862

3,151 2,537
Total liabilities 108,294 102,206

R E C O N C I L I AT I O N  O F  M O V E M E N T S  I N  S H A R E H O L D E R S ’  F U N D S 2000 1999£m £m
At 1 January 3,085 2,700Total recognised gains and losses 334 590Dividends (243) (212)
Issue of share capital 11 7
At 31 December 3,187 3,085
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As at 31 December 2000
2000 1999Notes £m £m

Fixed assets 22 3,527 3,274
Current assetsAmounts owed by Group companies 173 206Tax 6 4Other debtors 27 24206 234
Creditors: amounts falling due within one yearAmounts owed to Group companies (2) (5)Other creditors and accruals (7) (10)Dividends 6 (166) (146)

(175) (161)
Net current assets 31 73
Total assets less current liabilities 3,558 3,347Creditors: amounts falling due after more than one yearSubordinated liabilities – Euroconvertible bonds 20 – 3Amounts owed to Group companies 371 259371 262
Shareholders’ net assets 3,187 3,085
Representing capital and reserves
Called up share capital 18 129 128Share premium account 18 142 132Revaluation reserve 24 2,431 2,335
Profit and loss account 24 485 490
Shareholders’ funds – equity interests 3,187 3,085
The notes and statements on pages 52 to 75 form an integral part of these financial statements.
The financial statements on pages 45 to 75 and the supplementary financial statements on pages 76 to 80 were approved by the directors on 26 February 2001

Rob Margetts David Prosser Andrew Palmer
Chairman Group Chief Executive Group Director (Finance)

C O M PA N Y  B A L A N C E  S H E E T  
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S TAT E M E N T  O F  T O TA L  R E C O G N I S E D  G A I N S  A N D  L O S S E S  

For the year ended 31 December 2000
2000 1999£m £m

Profit for the financial year 317 587
Exchange gains 17 3
Total recognised gains and losses 334 590

C O N S O L I D AT E D  C A S H  F L O W  S TAT E M E N T
For the year ended 31 December 2000

2000 1999Notes £m £m
Net cash inflow from operating activities 25(i) 55 115Interest paid on operational borrowings (9) (6)Tax (paid) received (12) 36Capital expenditure: net payments (3) –Dividends paid (223) (193)
Financing 25(ii) 142 37

(50) (11)
Cash flows (excluding long term business and SRC) were invested (divested) as follows:Cash holdings 3 0Shares, other variable yield securities and units in unit trusts (1) 2Debt securities and other fixed income securities (302) 283Other loans and investments 193 (217)Deposits with credit institutions 57 (79)
Net portfolio investment 25(ii) (53) (11)

(50) (11)



1. Accounting Policies
Basis of preparation
Both the Group’s and Company’s financial
statements conform to applicable accounting
standards and have been prepared under the
historical cost convention, modified by the
revaluation of certain assets as required by 
the Companies Act 1985.
The Group’s financial statements have been
prepared in compliance with Section 255A of,
and Schedule 9A to, the Companies Act 1985.
These financial statements conform with the
Association of British Insurers’ (ABI) Statement
of Recommended Practice on Accounting 
for Insurance Business (SORP) issued in
December 1998. 
The Company’s financial statements have been
prepared in compliance with Section 226 of,
and Schedule 4 to, the Companies Act 1985
adopting the exemption of omitting the profit
and loss account conferred by Section 230 
of that Act.
Basis of consolidation
The consolidated financial statements
incorporate the assets, liabilities and results of
the Company and of its subsidiary undertakings
drawn up to 31 December each year, except 
as disclosed in Note 32(ii). Profits or losses of
subsidiary undertakings sold or acquired during
the period are included in the consolidated
results up to the date of disposal or from the
date of acquisition.
Goodwill
Goodwill on the acquisition of subsidiaries prior
to 1998 has been charged directly to reserves.
From 1998 onwards the Group’s policy is to
capitalise goodwill and charge it to the profit
and loss account over its anticipated life. The
profit or loss on the disposal or closure of a
business takes account of any goodwill
previously charged to reserves.
Long term business
General
The results of long term business are reported
using the modified statutory solvency (MSS)
basis of accounting set out in the SORP.
Profits for international long term business 
are reported on bases consistent with MSS 
or US GAAP.

Premium and other technical income
Premiums from linked policies, and othertechnical income from pension fundmanagement business, are recognised in the technical account – long term business when the liabilities arising therefrom are created. All other premiums including annuityconsiderations are accounted for when due for payment.
Deferral of acquisition expenses Acquisition costs comprise direct costs, such as initial commission, and the indirect costs of obtaining and processing new business.
Acquisition costs which are incurred during a financial year, are deferred to the extent that they are recoverable out of future revenue margins, either by including a zillmeradjustment, or by use of an explicit asset which is amortised in accordance with theincidence of margins.
Costs in respect of linked and non-profitbusiness are deferred as an explicit deferredacquisition cost asset. This asset is amortisedover the period during which the costs areexpected to be recoverable, and in accordancewith the incidence of future related margins.
Acquisition costs in respect of the USA aredeferred in accordance with US GAAP. 
ClaimsDeath claims are accounted for on notificationof death. Surrenders for non-linked policies areaccounted for when payment is made. All other
claims and surrenders are accounted for whenpayment is due. Claims payable include the
direct costs of settlement.
Long term business provisionThe long term business provision is calculatedon actuarial principles. In the UK, the calculation
is in accordance with statutory reporting forsolvency and uses the net premium method,including explicit provision for guaranteed
reversionary bonuses, including thoseguaranteed as a result of the current valuation. 
Fund for future appropriations (FFA)The FFA comprises funds which have not been allocated at the balance sheet date
between with-profits policyholders andshareholders, and contains implicit provisionsfor future guaranteed bonuses.

TaxThe investment return on shareholders’ fundswithin the UK long term fund is included in theBalance on the technical account – long termbusiness gross of attributable tax and is notsubject to further grossing up. The remainder of the Balance on the technical account – longterm business is grossed up at the corporate tax rate applicable for the period.
InvestmentsGeneralThe reporting of investment return, comprisinginvestment income less related expenses,interest expense and investment gains andlosses, is dependent upon whether theinvestments are held in long term funds (orotherwise backing long term policies), orwhether they form part of shareholders’ andgeneral insurance funds. The former arereported in the technical account – long termbusiness and an allocation is made to the non-technical account, gross of any applicable tax,so as to derive a return based on a longer term rate of return on the SRC in the technicalaccount. The investment return on otherinvestments is included in the non-technicalaccount and an allocation based on a longerterm rate of investment return is made to thetechnical account – general business.
Investment incomeInvestment income includes dividends, interestand rent. Directly related investment expensesare reported separately within investmentexpenses and charges. Dividends are accrued on an ex-dividend basis. Interest and rent areincluded on an accruals basis. Investment incomearising in subsidiary undertakings in France,Holland and the USA includes the amortisation of certain redeemable fixed interest securities.
Interest expenseInterest expense reflects the underlying cost ofborrowing and includes payments and receiptsmade under interest rate swap and optionagreements which are amortised over theinterest period to which they relate. It isreported in investment expenses and charges.
Investment valuations 
Listed investments are shown at market value,unlisted investments at directors’ valuation andmortgages and loans at values based on current
interest rates. Derivative contracts purchased 
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1. Accounting Policies continued
to manage the mix of investments, principally
futures contracts, are included at market value. 
Land and buildings in the UK are valued as atthe balance sheet date by external charteredsurveyors at open market values in accordancewith the Appraisal and Valuation Manual of The Royal Institute of Chartered Surveyors.Outside the UK, valuations are provided by
local managing directors in conjunction withexternal qualified professional valuers in thecountries concerned. 
The Companies Act requires that land andbuildings are depreciated over their estimateduseful lives. However, in accordance withSSAP19, no depreciation is provided oninvestment properties and the directors consider that this accounting policy is necessaryfor the accounts to give a true and fair view.Depreciation is only one of the factors reflectedin the valuations and the amount which mightotherwise have been shown cannot reasonablybe separately identified or quantified.
Investment gains and lossesRealised gains and losses on investments arecalculated as the difference between net salesproceeds and original cost.
Unrealised gains and losses on investments are calculated as the difference between thecarrying valuation of investments at the balancesheet date and original cost. Movements inunrealised gains and losses on investmentsarising in the year are included in the profit 
and loss account.
Investment in subsidiary undertakingsShares in subsidiary undertakings (other thanthose listed in Note 32(ii)) are stated at the
Company’s share of their net assets. Gains orlosses arising on investments in subsidiaryundertakings are taken to revaluation reserves
or the profit and loss account as appropriate.
General insurance
Results of general insurance business aredetermined after taking account of unearnedpremiums, outstanding claims and unexpired
risks using the annual basis of accounting. 
An equalisation provision has been establishedin accordance with the requirements of the
Insurance Companies (Reserves) Act 1995 to

mitigate exceptional high loss ratios for classes
of business displaying a high degree of claimsvolatility. The amounts provided are notliabilities arising from in-force business becausethey are in addition to the provisions requiredto meet the anticipated ultimate cost ofsettlement of outstanding claims at the balancesheet date. Notwithstanding this, it is requiredby Schedule 9A to the Companies Act 1985, to
be included within technical provisions.
Capital supporting general insurance business is based on the solvency margin appropriate for the business.
Premium incomePremiums are accounted for in the period in which the risk commences. Estimates areincluded for premiums not notified by the year end and provision is made for anticipatedlapses of renewals not yet confirmed. Outwardsreinsurance premiums are accounted for in thesame accounting period as the premiums for therelated direct or inwards reinsurance businessbeing reinsured. 
Those proportions of premiums written in ayear which relate to periods of risk extendingbeyond the end of the year are carried forwardas unearned premiums. 
A proportion of commission and otheracquisition expenses relating to unearnedpremiums is carried forward as deferredacquisition expenses or, with regard toreinsurance outwards, as deferred income.
ClaimsClaims and related reinsurance amounts areaccounted for in respect of all incidents up to
the year end. Provision is made on the basis ofavailable information for the estimated ultimatecost including claims settlement expenses, of:
•  claims reported but not settled;
•  claims incurred but not yet reported.
In addition to unearned premiums, and aftertaking account of investment return, additional
amounts are set aside where necessary forunexpired risks to meet future claims on
business in-force at the end of the year.
Other assetsCapital expenditure
Expenditure on computers, motor cars and 

large items of equipment is depreciated over
periods ranging up to four years, having regardto expected residual values. All other items ofcapital expenditure are charged to the profit and loss account as incurred.
Purchased interests in long term business Blocks of in-force business purchased eitherdirectly or through the acquisition of asubsidiary undertaking are capitalised at an
actuarially determined fair value. These amountsare amortised over their effective lives.
Foreign currenciesAssets, liabilities and revenue transactions inforeign currencies are translated into sterling at rates of exchange ruling at the end of theyear, other than for certain minor revenuetransactions which are translated into sterling at the appropriate rates prevailing during theyear. The resulting exchange adjustments aredealt with through reserves, except for thosearising on cash settlements which are included in the profit and loss account. Currencytransactions which are covered by specificforward exchange contracts are translated intosterling at the contracted exchange rates. Theinterest differential reflected in forward contractsis taken to interest expense. Revaluations ofinvestments in subsidiary undertakings lessrevaluations of any related borrowings are takendirectly to reserves.
Deferred taxDeferred tax is calculated on the liabilitymethod and is provided for only to the 
extent that it is considered, with reasonableprobability, that the liability will become
payable within the foreseeable future.
Pension costsThe Group charges the regular cost of itspension schemes against profits on a systematic
basis over the service lives of the pensionableemployees. Variation from regular cost is
allocated over the expected remaining servicelives of current scheme members.
Any difference between the cumulative amounts charged against profits and
contribution amounts paid is included as 
a provision, or prepayment, in the balancesheet. Deferred tax in respect of pension 
costs is accounted for in accordance with the policy described above.
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2. Segmental analysis Annual Single Annual Single2000 2000 1999 1999(i) New business £m £m £m £m
Life and pensionsUK– Life individual non-linked 47 648 59 448– Life individual linked 82 103 67 186 – Life group non-linked 31 – 24 –– Pensions individual non-linked 19 631 20 429
– Pensions individual linked 58 248 53 255
– Pensions group non-linked 9 326 11 643
Total UK 246 1,956 234 1,961USA 62 1 63 1 Netherlands 7 54 5 35France 5 107 5 71

320 2,118 307 2,068
Investment businessUnit trusts, ISAs and PEPs
– UK 27 672 23 877 – France – 41 – 31 Institutional fund management– UK* – 12,677 – 13,098

27 13,390 23 14,006 
* Managed funds of £11,367m (1999: £12,756m) written by Legal & General Assurance (Pensions Management) Limited are reported in Othertechnical income within the technical account – long term business.
New annual premiums arise where the terms and conditions of a policy anticipate more than one premium being paid over its lifetime; new singlepremiums comprise all premiums which do not fall to be categorised as new annual premiums.

2000 1999(ii) Operating profit before tax £m £m
Life and pensions– UK (see Note 2(v)) 312 285– USA 42 30– Netherlands 7 5– France 3 1

364 321
Investment management 62 43General insurance business (see Note 2(vi)) 20 25Other income (see Note 2(iii)) 33 29

479 418

N O T E S  T O  F I N A N C I A L  S TAT E M E N T S
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2. Segmental analysis continued 2000 1999(iii) Other income £m £m
Shareholders’ other income– Investment return on shareholders’ funds (excluding SRC) 46 47
– Interest expense on core debt (9) (6)

37 41Unallocated corporate expenses (5) (10)
Shareholders’ other income and unallocated corporate expenses 32 31
Other operations 1 (2)

33 29
Long term General Otherbusiness insurance operations Total Total2000 2000 2000 2000 1999(iv) Reconciliation between operating profit and profit before tax £m £m £m £m £m

Operating profit 364 20 95 479 418Long term profit included in investment management result 53 (53) – –Investment return on SRC in the UK long term fund 111 (135) (24) 288Net capital released from non-profit business 231 231 126Accrued transfer to shareholders in respect of
non-profit business included in operating profit (177) (177) (154)

582 20 (93) 509 678Variation from longer term investment return (5) (5) 3
Change in equalisation provision (6) (6) (5)
Profit on ordinary activities before tax 582 9 (93) 498 676

Gross Grosspremiums Operating premiums Operatingwritten profit written profit2000 2000 1999 1999(v) Turnover and operating profit – long term business £m £m £m £m
With-profits business– Life 1,335 98 1,233 88– Individual pensions 778 33 688 35– Group pensions 60 4 56 8

2,173 135 1,977 131
Non-profit business 1,161 177 1,284 154
UK 3,334 312 3,261 285
USA 256 42 181 30Netherlands 98 7 72 5
France 140 3 102 1

3,828 364 3,616 321
Gross premiums written by destination are not materially different from gross premiums written by origin.
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2. Segmental analysis continued Net Change inpremiums Underwriting Investment Operating equalisationwritten profit (loss) return profit (loss) provision Total(vi) Analysis of general insurance result £m £m £m £m £m £m
Year ended 31 December 2000Household 181 (7) 12 5 (6) (1)Healthcare and ASU (Accident, Sickness and Unemployment) 33 0 1 1 – 1Motor 33 (2) 3 1 – 1Mortgage indemnity 2 18 3 21 0 21
UK 249 9 19 28 (6) 22
Overseas 0 (8) 0 (8) – (8)

249 1 19 20 (6) 14
Year ended 31 December 1999Household 168 (4) 11 7 (5) 2Healthcare and ASU 14 (1) 0 (1) – (1)Motor 26 (2) 1 (1) – (1)Mortgage indemnity 3 16 4 20 0 20
UK 211 9 16 25 (5) 20
Overseas 0 (2) 2 0 – 0

211 7 18 25 (5) 20
SRC Other Total Total2000 2000 2000 1999(vii) Shareholders’ funds – equity interests £m £m £m £m

Life and pensions– UK 1,805 – 1,805 1,818– USA 483 483 377– Netherlands 15 15 15
– France 43 43 40

1,805 541 2,346 2,250Investment management 134 – 134 92General insurance business – 76 76 69Banking 81 11 92 96
Corporate funds (14) 553 539 578

2,006 1,181 3,187 3,085
Shareholders’ capital supporting general insurance business is based on the solvency margin appropriate for the business. 
3. Auditors’ remuneration
Fees paid to PricewaterhouseCoopers as auditors amounted to £1.0m (1999: £1.1m). Included in these figures are £0.1m (1999: £0.1m) in respect ofthe Company. 
Other fees paid to PricewaterhouseCoopers comprised:

UK Group UK Group2000 2000 1999 1999£m £m £m £m
Audit related work including review of regulatory returns 0.3 0.4 0.5 0.6Corporate activity 0.1 0.1 0.6 0.6
Other advisory services – – 0.1 0.2

0.4 0.5 1.2 1.4 

N O T E S  T O  F I N A N C I A L  S TAT E M E N T S
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4. Investment return Technical Technicalaccount – long Non-technical account – long Non-technicalterm business account term business account2000 2000 1999 1999(i) Investment income and gains £m £m £m £m
Investment incomeIncome in respect of land and buildings– Received from group undertakings 2 – – –– Received from other sources 234 1 246 1236 1 246 1
Income in respect of other investments– Received from group undertakings 0 0 9 0 – Received from other sources 2,916 171 2,683 146 2,916 171 2,692 146
Total investment income 3,152 172 2,938 147
Realised investment gains (losses) 3,938 22 3,336 (1)

7,090 194 6,274 146
Unrealised investment (losses) gains (7,629) (19) 7,283 8

(539) 175 13,557 154
(ii) Investment expenses and chargesBank loans and overdrafts 0 (26) 0 (30)
Other borrowings (22) (71) (17) (47)
Total interest expense (22) (97) (17) (77)
Investment management expenses (25) (2) (22) (2)

(47) (99) (39) (79)
Total investment return (586) 76 13,518 75 
comprising:
Longer term rate of return:General insurance – 19 – 18SRC 111 – 107 –Variation from longer term rate of return:General insurance – (5) – 3SRC (135) – 181 –Actual investment returns on:Other short term funds – 62 – 54
Other long term funds (562) – 13,230 –

(586) 76 13,518 75 
Investment return has been allocated to/from the technical accounts in accordance with the ABI SORP by reference to a longer term rate ofinvestment return in relation to the respective investible funds. The investment return has been calculated by applying the longer term rates of return
to the investment funds at the start of each quarter. The longer term rates used, which are consistent with the assumptions used for the expectedreturn for Achieved Profits reporting in the Supplementary Accounts, were UK equities 7.7% pa (1999: 7.1% pa), UK gilts 5.1% pa (1999: 4.5% pa).
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4. Investment return continued 1997–2000 1997–1999(iii) Comparison of longer term and actual investment return: £m £m
Actual return attributable to shareholders:– General insurance business 109 95
– SRC 783 807

892 902
Longer term return included in technical accounts:– General insurance business 93 74
– SRC 533 422

626 496
Cumulative excess of actual returns over longer term returns 266 406

5. Net operating expenses Technical account – Technical account –
Long term General Long term Generalbusiness business business business2000 2000 1999 1999£m £m £m £m

Acquisition costs 467 73 411 69Administration expenses – maintenance 174 151– other 93 163Total administration expenses 267 19 314 17
Reinsurance commissions (21) (2) (21) (1)

713 90 704 85 (Increase) decrease in deferred acquisitioncosts (net of reinsurance) (97) (2) (146) 3 
616 88 558 88

Other administration expenses comprise: the costs of strategic system developments; year 2000; and expenses, but not claims, relating to the personalpensions review required by the UK Financial Services Authority.
6. Dividends 2000 1999£m £m
Interim dividend paid 2 October 2000 of 1.48p (1999: 1.30p) 77 66
Proposed final dividend of 3.23p (1999: 2.83p) payable on 1 May 2001 166 146

243 212

7. Profit for the financial year
The profit for the financial year includes a profit of £238m (1999: £570m) dealt with in the accounts of the parent company, for which no profit andloss account is shown as permitted by Section 230 (4) of the Companies Act 1985.
8. Exchange rates
Principal rates of exchange used for translation into sterling at the end of the year:

2000 1999
United States dollar 1.49 1.61
Euro 1.59 1.61

N O T E S  T O  F I N A N C I A L  S TAT E M E N T S
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9. Tax charge (credit) Technical Non- Technical Non-account – long technical account – long technicalterm business account term business account2000 2000 1999 1999£m £m £m £m
UK corporation tax at 30% (1999: 30.25%)– Current tax for the year 296 52 176 19
– Adjustments in respect of prior periods 0 (1) (32) (10)

296 51 144 9– Double tax relief (24) (6) (20) (2)
272 45 124 7 

– Deferred tax (105) 0 (74) (5)
167 45 50 2Foreign tax– Current tax for the year 30 8 17 4 – Adjustments in respect of prior periods 6 0 0 036 8 17 4
203 53 67 6 

Tax attributable to the balance on the technical account – long term business 128 83
Tax on profit on ordinary activities 181 89

2000 1999Reconciliation of reported tax charge to UK corporate tax rate £m £m
Tax at UK rate of 30% (1999: 30.25%) on profit on ordinary activities before tax 150 205
Reported tax charge 181 89
Difference (31) 116
Difference between taxable and accounting investment gains (6) 10Lower overseas tax rates 11 18Non taxable UK dividends 2 2(Higher) lower tax on SRC investment return (35) 72Disallowable expenditure less investment allowances (4) (1)Adjustments in respect of prior periods 1 10
Deferred tax released 0 5

(31) 116

10. Officers’ loans
At 31 December 2000 there were loans outstanding amounting to £374,829 (1999: £244,236) made to 6 (1999: 4) officers of the Company.
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11. Earnings per share
Earnings per share have been calculated in accordance with FRS14 using the weighted average number of ordinary shares in issue and the profits forthe financial year. The reconciliation between the profit for the financial year and earnings per share and the adjusted profit for the financial yearand related earnings per share is as follows:

2000 1999
Weighted Earnings Weighted Earningsaverage averagenumber per number perof shares Profit share of shares Profit sharem £m p m £m p

Operating profit after tax from continuing operations 5,130 339 6.61 5,104 335 6.56Variation from longer term general insurance investment return (4) (0.08) 2 0.04Change in equalisation provision (4) (0.08) (3) (0.06)
Change in SRC (14) (0.27) 253 4.96 
Profit for the financial year 5,130 317 6.18 5,104 587 11.50 Net shares under options allocable for nofurther consideration 12 – (0.02) 21 – –
Euroconvertible bonds outstanding – – – 6 0 (0.06)
Diluted profit for the financial year 5,142 317 6.16 5,131 587 11.44 

12. General insurance business provisions 2000 1999£m £m
Provision for unearned premiums– gross 158 152– reinsurers’ share (5) (4)153 148Claims outstanding– gross 146 161– reinsurers’ share (5) (7)141 154Equalisation provision 28 22Other technical provisions (provision for unexpired risks)– gross 18 30– reinsurers’ share (4) (6)14 24
Deferred acquisition costs (DAC) (44) (42)
General insurance provisions, net of reinsurance and DAC 292 306
General insurance provisions, together with related reinsurance recoveries, are fairly stated in aggregate on the basis of available information, but theestablishment of provisions can never be definitive and reassessments take place regularly. 
The equalisation provision is calculated in accordance with statutory formulae for the purpose of mitigating exceptionally high claim ratios in future
years. This provision is in addition to those for the anticipated cost of settlement of claims outstanding at 31 December 2000.

N O T E S  T O  F I N A N C I A L  S TAT E M E N T S
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13. Investments Long term Other Long term Otherbusiness business Total business business Total2000 2000 2000 1999 1999 1999(i) Land and buildings £m £m £m £m £m £m
Leasehold properties– Long leaseholds 328 21 349 456 30 486
– Short leaseholds 42 2 44 38 3 41

370 23 393 494 33 527Freehold properties 3,024 165 3,189 2,805 166 2,971
Total land and buildings 3,394 188 3,582 3,299 199 3,498 
(ii) Other financial investments*Shares and other variable yield securities and units in unit trusts 13,610 1,459 15,069 14,337 1,448 15,785Debt securities and other fixed income securities 12,728 723 13,451 12,055 1,019 13,074Loans secured by mortgages 14 1,275 1,289 13 1,009 1,022 Other loans– Policy loans 7 58 65 7 54 61– Other loans 73 0 73 68 1 6980 58 138 75 55 130Deposits with credit institutions 863 439 1,302 339 245 584 
Other investments 18 228 246 25 25 50
Total other financial investments 27,313 4,182 31,495 26,844 3,801 30,645
Total investments 30,707 4,370 35,077 30,143 4,000 34,143
Original cost of investments:Land and buildings 2,385 138 2,523 2,316 145 2,461 Other financial investments
– Shares and other variable yield securities and units in unit trusts 7,881 856 8,737 6,574 679 7,253– Debt securities and other fixed income securities 11,554 729 12,283 10,941 1,022 11,963– Loans secured by mortgages 14 1,275 1,289 13 1,009 1,022– Other loans 80 58 138 75 55 130– Deposits with credit institutions 863 439 1,302 339 245 584– Other investments 18 218 236 24 25 49
Total other financial investments 20,410 3,575 23,985 17,966 3,035 21,001

22,795 3,713 26,508 20,282 3,180 23,462
Included in the current values above are
listed investments amounting to: 25,200 1,619 26,819 26,198 1,799 27,997
* The reported asset mix shown above does not reflect the use of derivatives. The effect of outstanding futures contracts is to change the mix as if:(i) for long term business, the value as reported for shares, and other variable yield securities and units in unit trusts decreased by £69m 

(1999: £383m), and(ii) for other business, the value as reported for shares, and other variable yield securities and units in unit trusts increased by £54m (1999: £94m decrease).
In both cases, deposits would be changed by corresponding amounts. The effect of other derivatives is not considered significant enough to be separately reported.The value of land and buildings which were occupied by the Group for its own activities, included above, was £30m (1999: £25m). The original cost
was £14m (1999: £13m).
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14. Goodwill resulting from acquisitions
The cumulative goodwill charged to reserves prior to 1998, arising from acquisition of subsidiaries which are still part of the Group, amounted to£90m at 31 December 2000 (1999: £90m).
15. Assets held to cover linked liabilities 2000 1999£m £m
Managed funds (Legal & General Assurance (Pensions Management) Limited) 61,850 57,318
Other linked business 8,828 8,610

70,678 65,928
The original cost of investments held to cover linked liabilities was £55,659m (1999: £46,722m).
16. Tangible assets
Fixtures, fittings, tools and equipment (principally 2000 1999computer equipment and cars) £m £m
Cost:At 1 January 119 114– Additions 13 19
– Disposals (16) (14)
At 31 December 116 119Depreciation:At 1 January 76 74– Provided during the year 18 14– Disposals (12) (12)
At 31 December 82 76
Net book value at 31 December 34 43

17. Purchased interests in long term business 2000 1999£m £m
Cost:
At 1 January 165 158– Exchange revaluation 13 7
At 31 December 178 165
Amortisation:At 1 January 114 117– Exchange revaluation 9 5– Provided during the year 7 (8)At 31 December 130 114
Net book value at 31 December 48 51
The net book value of purchased interests in long term business represents the remaining unamortised portion of the actuarially determined fairvalues of purchased long term in-force business in the USA. Relevant life business is amortised over its economic life in proportion to the projected
premium income from that business. Interest rate sensitive business is amortised in relation to the present value of estimated gross profits.
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18. Share capital and share premium Number of 2000 1999shares £m £m
Authorised share capitalAt 31 December: ordinary shares of 2.5p each 6,000,000,000 150 150
Issued share capital

Share capital Share premiumFully paid ordinary shares of 2.5p each £m £m
At 1 January 2000 5,129,488,392 128 132
Options exercised under share option schemes– Executive share option scheme 6,725,634 0 3– Save As You Earn scheme 6,835,014 1 4
Conversions by holders of Euroconvertible bonds 6,048,102 0 3
At 31 December 2000 5,149,097,142 129 142
OptionsOptions over 54,412,695 shares are outstanding under CSOP, ESOS and SAYE schemes at 31 December 2000 as shown below:
Number of Option price Option period Number of Option price Option periodshares pence per share ending in shares pence per share ending in
3,839,305 34.4 – 147.5 2001 1,257,338 135.0 – 150.0 20065,676,744 33.9 – 150.0 2002 913,977 124.0 – 125.0 20078,969,213 42.6 – 147.5 2003 266,442 135.0 20086,400,283 45.4 – 150.0 2004 8,807,496 177.25 2009
6,180,756 47.7 – 147.5 2005 12,101,141 170.5 – 174.0 2010
A description of these schemes is contained in the Directors’ Report on Remuneration on pages 40 and 41.
Employee share ownership trust
The Company has an employee share ownership trust (ESOT) which purchases ordinary shares in the Company in the market and holds such sharesfor delivery to employees under the various employee share schemes. Instead of using shares purchased in the market by the ESOT, the Companymay issue new shares.
During 2000 4.2 million shares were provided by the ESOT to employees to settle allocations due under the 1997 SBP and PSP releases and totrustees under the Company’s share schemes for 1999. As at 31 December 2000 the ESOT held 10.1 million shares acquired at a cost of £8.1m andwith a market value of £18.6m, of which 0.8 million were purchased at market rates during 2000. The ESOT’s investments are included at cost in theconsolidated balance sheet within Other financial investments. The cost of shares acquired by the ESOT is being financed by an interest free loanfrom the Company.
The ESOT has waived its rights to the dividends payable on the shares it holds.
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19. Movement in consolidated profit and loss account 2000 1999£m £m
At 1 January 2,825 2,447Retained profit 74 375Exchange gains 17 3
At 31 December 2,916 2,825

20. Borrowings Long Other Long Otherterm business Total term business Total2000 2000 2000 1999 1999 1999£m £m £m £m £m £m
Analysis by purposeCore debt 27 265* 292 31 110 141Mortgage related 5 274 279 8 277 285
Total 32 539 571 39 387 426

2000 1999Reported as: £m £m
Subordinated liabilities – 3Amounts owed to credit institutions– repayable, otherwise than by instalments, in less than five years 424 423
– repayable, otherwise than by instalments, in more than five years 147 –

571 426
* Includes £147m attributed to the SRC.
Analysis by natureUnsecured– Guaranteed PEP Bond 2001 147 142– 57/8% medium term notes 2031 147 –– Other medium term notes 2001/2004 126 123– Eurocommercial paper 2001 9 102– Bank loans 2001 142 56
– 63/4% Euroconvertible subordinated bonds 2008 – 3

571 426
Analysis by maturity
In one year or less or on demand 418 253Between 1 and 2 years 0 167Between 2 and 5 years 6 6In 5 years or more 147 0

571 426
i) The Group has revolving credit facilities amounting to £285m expiring between 2001 and 2005, arranged on a bilateral basis with a number ofbanks, which may be used to refinance existing borrowings.
ii) The maturity profile above is calculated on the basis that a facility to refinance a maturing loan should not be recognised unless the facility and

the loan are related. If refinancing under the Group’s committed facilities were recognised, then £260m of the amount shown as repayable withinone year would be reclassified as repayable after more than one year.

N O T E S  T O  F I N A N C I A L  S TAT E M E N T S
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20. Borrowings continued
Analysis by currency
After taking into account interest rate and currency swaps, the Group’s borrowings at 31 December 2000 were as follows:

Fixed borrowings Periodweighted for whichFloating Fixed average rate isTotal borrowings borrowings interest rate fixed£m £m £m % years
Sterling 442 295 147 5.99 31United States dollar 107 107 0
Euro 22 13 9 6.45 1

571 415 156

21. Provisions for other risks and charges 2000 1999Deferred tax £m £m
At 1 January 122 201
Credit for the year (105) (79)
At 31 December 17 122
comprising:Unrealised net gains on investments 0 105
Other timing differences 17 17

17 122
Potential deferred tax not provided for: Long term Long termbusiness Other business Other2000 2000 1999 1999£m £m £m £m
Unrealised net gains on investments 576 22 818 31
Other timing differences (24) (6) (34) (12)

552 16 784 19
Potential deferred tax is computed at the relevant corporate tax rate according to existing law.
Of the £105m credit (1999: £79m credit), £105m credit (1999: £74m credit) relates to the technical account – long term business. It arose from areversal of deferred tax in respect of corporate and government debt, for which a UK tax election was available for 1996 to 1999 only. In respect ofearnings retained by overseas subsidiaries, £10m (1999: £10m) is provided and £Nil (1999: £Nil) included in potential deferred tax.
22. Company fixed assets Shares in Group Loans to Group Shares in Group Loans to Groupcompanies companies Total companies companies Total2000 2000 2000 1999 1999 1999£m £m £m £m £m £m
At valuation, 1 January 2,874 400 3,274 2,478 443 2,921Additions – 144 144 376 5 381
Revaluation 96 13 109 396 (48) 348Transfer of subsidiary – – – (376) – (376)
At valuation, 31 December 2,970 557 3,527 2,874 400 3,274
At cost, 31 December 576 576 1,152 576 432 1,008



6 6 L E G A L  &  G E N E R A L  A N N U A L  R E P O R T  2 0 0 0

23. Long term insurance funds 2000 1999£m £m
Long term business provision – gross 26,596 24,465Technical provision for linked liabilities – gross 70,566 65,742Claims outstanding – gross 96 73

97,258 90,280
Reinsurers’ share of provisions (629) (381)

96,629 89,899Deferred acquisition costs (748) (632)
Fund for future appropriations 4,331 5,814SRC in the UK long term fund 2,006 1,981

6,337 7,795
Total long term insurance funds 102,218 97,062
comprising insurance funds for:UK life and pensions business 38,264 37,794UK Managed funds 61,830 57,298
Other business 2,124 1,970

102,218 97,062
The cost of bonuses incurred during the year was £848m (1999: £820m), of which £478m (1999: £507m) was included in the long term businessprovision above.
The long term insurance funds represent the total assets associated with long term business less relevant creditors, valued in accordance with theprovisions of Schedule 9A to the Companies Act 1985. The fund for future appropriations primarily consists of unrealised investment appreciationwithin the UK with-profits fund.
The assumptions underlying the calculation of the UK long term business provision for statutory solvency purposes are contained in the returns tothe Financial Services Authority. These returns are due to be submitted by 30 June 2001 and will then be available on request to any shareholder.The principal assumptions are:

2000 1999
Rate of interestLife assurances 2.75-3.25% pa 2.75-3.5% paBonuses on with-profits life assurances 2.25% pa 2.25% paPension assurances 3.0-5.0% pa 3.0-5.0% paAnnuities in deferment 2.0-5.1% pa 3.0-5.2% pa
Vested annuities 5.1% pa 5.2% paVested annuities (RPI-linked – net rate after allowance for inflation) 1.85% pa 1.65% pa
Mortality tablesNon-linked individual term assurances A67/70 ult-3 yrs A67/70 ult-3 yrs
Other non-linked life assurances A67/70 ult-2 yrs A67/70 ult-2 yrsAnnuities in deferment A67/70 ult-3 yrs A67/70 ult-3 yrsVested annuities (with allowance for secular trends according to
CMI Report No.17) 77-96%a(55) ult-3 yrs 82-96%a(55) ult-3 yrs
Other assumptions
Local generally accepted interest rates and actuarial tables are used in calculating the long term business provisions for international long termbusiness operations.

N O T E S  T O  F I N A N C I A L  S TAT E M E N T S
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24. Movement in Company reserves Revaluation Profit and loss Revaluation Profit and lossreserve account reser ve account2000 2000 1999 1999£m £m £m £m
At 1 January 2,335 490 2,315 132Retained loss after tax and dividends – (5) – (18)Increase in the net assets of subsidiaries 96 – 396 – 
Realisation of profit on transfer of subsidiary – – (376) 376 
At 31 December 2,431 485 2,335 490 

25. Cash flow for shareholders’ and general insurance funds(excluding SRC and its subsidiaries) 2000 1999(i) Reconciliation of profit on ordinary activities before tax £m £m
Profit on ordinary activities before tax 498 676Profits relating to long term business (364) (321)Profit before tax of subsidiaries of the SRC (60) (36)Change in SRC excluding subsidiaries (30) (260)Cash received from long term business 49 180Depreciation of tangible fixed assets 7 10Decrease in general insurance technical provisions (14) (30)Increase in other operating debtors (54) (36)Increase (decrease) in other operating creditors 9 (66)Interest expense on core debt 9 6
Realised and unrealised investment losses (gains) 5 (8)
Net cash inflow from operating activities 55 115
(ii) Analysis of cash flows for headings netted in the cash flow statementFinancingIssue of share capital 11 7Increase (decrease) in total borrowings 131 (12)Increase in mortgage related borrowings 0 42

142 37
Portfolio investmentsCash outflows from the purchase/advances of:Shares and other variable yield securities and units in unit trusts 64 84Debt securities and other fixed income securities 272 458

Loans secured by mortgages 64 39Other loans and investments 471 11Cash inflows from the sale/redemption of:
Shares and other variable yield securities and units in unit trusts (65) (82)Debt securities and other fixed income securities (574) (175)Loans secured by mortgages (64) (81)
Other loans and investments (278) (228)Net cash outflows from:
Deposits with credit institutions 57 (79)

(53) (53)
Increase in mortgage loans financed by borrowings 0 42

(53) (11)
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25. Cash flow for shareholders’ and general insurance funds 
(excluding SRC and its subsidiaries) continued 2000 1999(iii) Movement in opening and closing portfolio investments net of financing £m £m
Net cash inflow for the period 3 0
Cash flow (excluding long term business and SRC)Net purchase of portfolio investments (53) (53)
(Increase) decrease in total borrowings (131) 12
Movement arising from cash flows (181) (41)Movement in long term business and SRC investments net of financing 963 2,677
Changes in market values and exchange rate effects (19) 3
Total movement in portfolio investments net of financing 763 2,639
Portfolio investments net of financing at 1 January 33,838 31,199
Portfolio investments net of financing at 31 December 34,601 33,838

Changes in Changes toAt long term market At1 Jan Cash business and currency 31 Dec2000 flow (incl. SRC) values 2000(iv) Movement in cash, portfolio investments and financing £m £m £m £m £m
Cash at bank, and in hand 121 3 (29) 0 95Land and buildings 3,498 0 84 0 3,582Shares and unit trusts 15,785 (1) (705) (10) 15,069 Debt securities and other fixed income securities 13,074 (302) 665 14 13,451Loans secured by mortgages 1,022 0 267 0 1,289Other loans 180 193 11 0 384
Deposits with credit institutions 584 57 661 0 1,30234,143 (53) 983 4 35,077 FinancingLoans due within 1 year (253) (149) 10 (26) (418)Loans due after 1 year (173) 18 (1) 3 (153)

(426) (131) 9 (23) (571)
33,838 (181) 963 (19) 34,601

26. Other creditors Long Longterm Other term Otherbusiness business Total business business Total2000 2000 2000 1999 1999 1999£m £m £m £m £m £m
Tax payable 234 61 295 137 49 186
Dividends payable – 166 166 – 145 145Balances between long term and other business 1,078 (1,078) – 888 (888) –
Other creditors 275 272 547 302 229 531
Total 1,587 (579) 1,008 1,327 (465) 862
Except as indicated in Note 20 (Borrowings), all creditors are payable within a period of 5 years.

N O T E S  T O  F I N A N C I A L  S TAT E M E N T S



6 9F I N A N C I A L  S TAT E M E N T S

27. Directors’ remuneration and share interests
The Directors’ Report on Remuneration on pages 40 to 42 explains the approach to remuneration policy.
Directors’ remuneration Annual Bonus Total Long term incentive scheme

Salar y/fees Benefits Cash Deferred 2000 1999 2000 1999£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000
Executive:Anthony Hobson 300 15 110 0 425 454 194 412 Andrew Palmer 240 16 90 54 400 389 97 206 Robin Phipps 270 16 135 81 502 436 121 206
David Prosser 530 16 265 159 970 867 291 618
David Rough 350 15 150 90 605 633 194 412 

1,690 78 750 384 2,902 2,779 897 1,854
Non-executiveBernard Asher 62 62 40Lord Burns 47 47 40Honor Chapman 40 3 43 40 Beverley Hodson 3 3 Rob Margetts 160 160 70 Barrie Morgans 40 1 41 40Ronaldo Schmitz 18 18Elizabeth Wall 40 40 40 Alan Wheatley 60 60 60 Former non-executive directors – – 211 

2,160 82 750 384 3,376 3,320 897 1,854 
The fees for non-executive directors are non-pensionable. No fees are payable to executive directors. 
The reimbursement of certain authorised expenses incurred by directors on Legal & General activities gives rise to tax liability, which is met by theGroup. The amount of these expenses, gross of the tax benefit, is included in Benefits.
The remuneration of the highest paid director in 2000, excluding pension entitlement and the value of options granted, but including the value ofshares received under the long term incentive scheme, was £1,265,000; including gains on the exercise of share options of £4,000. The remunerationof the highest paid director in 1999 was £1,485,000. There were no gains on the exercise of share options during 1999.
The deferred bonus scheme operated by the Group for the years 1998 to 2000 was the Restricted Share Plan (RSP), the current application of whichis described in the Directors’ Report on Remuneration. The value of the shares awarded to directors for 2000 under the RSP is reported as part ofdirectors’ remuneration and included in beneficial share interests at the date of allocation. 
The long term incentive scheme in the table above is the performance share plan (PSP) for which the 1997 award matured in 2000. The Group’s totalshareholder return ranked 29th in the returns for other FTSE-100 companies over the period 1997/2000. Accordingly, 3.1 times the basic number ofshares under the PSP were transferred to the executives concerned, with those relating to the executive directors being shown above.
Pension entitlementsThe executive directors participate in the non-contributory Legal & General Senior Pension Scheme (the Scheme). All managers are eligible for thisscheme who joined before September 2000. Other managers are eligible for the Legal & General Group Personal Pension Plan. The Scheme is adefined benefit scheme and, at the normal retirement age of 60, members will be entitled, subject to Inland Revenue limits, to a pension of twothirds of pensionable remuneration, which is the basic salary received in the twelve months prior to retirement. A reduced pension may be taken onearly retirement from age 50 with the consent of the trustees of the Scheme. Post-retirement pension increases provided by the Scheme are awardedin line with the RPI up to 5% pa, but with a minimum increase of 3% pa.
On death in service, a capital sum equal to four times salary is payable, together with a spouse’s pension of four ninths of the member’s pensionableremuneration. For death in retirement, a spouse’s pension of two thirds of the member’s pre-commutation pension is payable. In the event of deathafter leaving service, but prior to commencement of pension, a spouse’s pension of two thirds of the accrued preserved pension is payable. If thedirector is not survived by a spouse, but by a child under 18, or under 23 if in full-time education, a child’s pension equal to the surviving spouse’spension is payable. Where a spouse or child pension is not payable, equivalent benefits may be paid to a dependant at the discretion of theCompany and the Trustees. Substantial protection is also offered in the event of serious ill health; this latter benefit has no transfer value in the eventof the insured leaving service.
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27. Directors’ remuneration and share interests continued
Increase in accrued Accumulated accruedpension in 2000 pension at 31 December 2000Pension entitlements continued Age at 31 December 2000 £’000 £’000

Anthony Hobson 53 14 138Andrew Palmer 47 7 79Robin Phipps 50 20 116David Prosser 56 25 297
David Rough 49 14 128 
The increase in accrued pension during the year excludes any increase for inflation.
Directors’ share interestsThe holdings of directors in office at the end of the year in the shares of the Company, including shares awarded under the RSP and Profit SharingScheme in previous years but not vested, are shown below. These exclude shares awarded by the Company under the SBP and the PSP.

31 December 2000 1 Januar y 2000* 31 December 2000 1 Januar y 2000*
Bernard Asher 8,566 4,996 Andrew Palmer 140,899 183,136 Lord Burns 6,894 3,348 Robin Phipps 378,309 509,453Honor Chapman 13,294 9,748 David Prosser 1,207,430 1,125,976 Anthony Hobson 450,852 474,692 David Rough 661,233 706,848Beverley Hodson – – Ronaldo Schmitz 5,773 –Rob Margetts 58,021 31,433 Elizabeth Wall 6,894 3,348
Barrie Morgans 28,894 25,348 Alan Wheatley 36,894 33,348
* or date of appointment if later
Long term incentive schemeThe table below shows the directors’ conditional awards for PSP which is described in the Directors’ Report on Remuneration –

Year of award Year of vesting1998 1999 2000 Earliest Latest
Anthony Hobson 21,084 48,000 60,000 2001 2003Andrew Palmer 13,176 40,000 50,000 2001 2003Robin Phipps 15,812 40,000 50,000 2001 2003David Prosser 42,160 88,000 110,000 2001 2003
David Rough 26,352 60,000 70,000 2001 2003
The value on vesting of any shares received by directors under the PSP is disclosed in the Report and Accounts in the year of vesting.At 31 December 2000, the Group’s TSR was 37th of the companies in the FTSE-100 during the period since May 1998. 
An executive share option scheme is in operation, as described in the Directors’ Report on Remuneration. The facility for executive directors to elect
to take PSP shares as an alternative to executive share options was not available in respect of 2000, and so no PSP awards have been made todirectors in 2001 for 2000. In 2001, in respect of performance in 2000, executive directors were granted the following executive share optionsAndrew Palmer 300,000; Robin Phipps 350,000; David Prosser 1,400,000 and David Rough 400,000.
Directors’ loansAt 31 December 2000 there were no loans made to directors or connected parties (1999: outstanding mortgage loan of £1,825 made to1 director/connected party).

N O T E S  T O  F I N A N C I A L  S TAT E M E N T S
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27. Directors’ remuneration and share interests continued
Share optionsThe previous executive share option scheme closed for new grants in 1995. Outstanding options under that scheme remain in force and are set outbelow, together with options under the CSOP and SAYE schemes.
Movements in year Share Options Share Earliest Latestoptions (exercised) options Exercise exercise exercise1 Jan 2000 granted 31 Dec 2000 price (p) date date
Anthony Hobson 180,000 (180,000) – 51

(SAYE) 6,328 (6,328) – 77(SAYE) 6,250 6,250 124 4.4.03 3.10.03(CSOP) 500 500 173 11.4.03 10.4.10
(SAYE) 1,435 1,435 135 1.9.03 29.2.04

8,185
Andrew Palmer (CSOP) 500 500 173 11.4.03 10.4.10
Robin Phipps (SAYE) 46,008 46,008 34 1.8.01 31.1.02(SAYE) 1,320 1,320 148 1.5.01 31.10.01(SAYE) 6,250 6,250 124 4.4.03 3.10.03(CSOP) 500 500 173 11.4.03 10.4.10

54,078
David Prosser (SAYE) 5,064 (5,064) – 77(SAYE) 31,028 31,028 38 1.6.02 30.11.02(CSOP) 500 500 173 11.4.03 10.4.10(SAYE) 7,175 7,175 135 1.9.03 29.2.04

38,703
David Rough 100,000 (100,000) – 51 (SAYE) 5,064 (5,064) – 77 (SAYE) 4,687 4,687 124 4.4.03 3.10.03(ESOS) 500 500 173 11.4.03 10.4.10

(SAYE) 2,870 2,870 135 1.9.03 29.2.04
8,057

No options lapsed during 2000. As at 31 December 2000, there were no options outstanding where the exercise price exceeded the market price.The market price of the shares at 31 December 2000 was 184.5p and the range during 2000 was 131p to 186p. The Company’s register of directors’
interests, which is open to inspection, contains full details of directors’ shareholdings and share options.
Gains on the exercise of share options
Gains on share options represent the difference between the market price of the shares at the date of exercise and the exercise price paid underoptions which have been exercised by the directors during the year.

Market price Gain in 2000 GainOptions Exercise at date of 1999exercised price (p) exercise (p) £’000 £’000 £’000
Anthony Hobson 180,000 51 153 184 

(SAYE) 6,328 77 152 5 189 183
Andrew Palmer – 334
Robin Phipps – 255
David Prosser (SAYE) 5,064 77 152 4 4 – 
David Rough 100,000 51 180 129 (SAYE) 5,064 77 167 5 134 9 

327 781 
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28. Related party transactions
There were no material transactions between directors or key managers of Legal & General Group Plc which are required to be disclosed under FRS8Related Party Disclosures. All transactions between the Group, its directors and key managers are on commercial terms at rates which are no morefavourable than those available to staff in general.
29. Employee information 2000 1999
Average numbers of staff employed by the Group during the year were:
– UK 7,740 7,644– Europe 285 308
– USA 338 337
Worldwide employees 8,363 8,289
Aggregate gross remuneration £m £m
– Wages and salaries 206 202– Social security costs 20 19
– Other pension costs 19 18

245 239
Included in the UK figures are 719 (1999: 744) part time employees with an aggregate gross remuneration of £8m (1999: £8m).
30. Contingent liabilities, guarantees and indemnities 
In 1975 the Legal & General Assurance Society Ltd (the Society) was required by the Institute of London Underwriters (the ILU) to execute the ILUform of guarantee in respect of policies issued through the ILU’s Policy Signing Office on behalf of NRG Victory Reinsurance Company Ltd (Victory),a company which was then a subsidiary of the Society. In 1990, Nederlandse Reassurantie Groep Holding nv, as part of the arrangements underwhich it acquired Victory, provided an indemnity to the Society against any liability the Society may have as a result of the ILU’s requirement, andthe ILU agreed that its requirement of the Society would not apply to policies written or renewed after the acquisition. Whether the Society has anyliability as a result of the ILU’s requirement and, if so, the amount of its potential liability, is uncertain. The Society has made no payment orprovision in respect of this matter.
Group companies have given indemnities and guarantees including interest rate guarantees, as a normal part of their operating activities or inrelation to capital market transactions.
31. Commitments 2000 1999£m £m
Authorised and contracted commitments not provided for in respect of

investments, including property development and mortgage lending, payable after 31 December:– Long term business 228 204
– Other business 58 43

286 247

N O T E S  T O  F I N A N C I A L  S TAT E M E N T S
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32. Subsidiaries
(i) Operating subsidiariesThe principal operating subsidiaries consolidated in these financial statements are listed below. Except for Gresham Insurance Company Limited, inwhich the Group holds 90% of the ordinary share capital, the Group holds all of the ordinary share capital and voting rights of these companies.

Countr y ofCompany name Nature of business incorporation
Legal & General Finance PLC* Treasury operations Great BritainLegal & General Assurance Society Limited (“the Society”) Long term and general insurance Great BritainLegal & General Insurance Limited General insurance Great Britain
Legal & General Investment Management Limited Investment management Great BritainLegal & General Assurance (Pensions Management) Limited Long term insurance Great BritainLegal & General Bank Limited Lending and deposit taking Great BritainLegal & General Mortgage Services Limited Mortgage lending Great BritainLegal & General Property Limited Property management Great BritainLegal & General Resources Limited* Provision of services Great BritainLegal & General (Unit Trust Managers) Limited Unit trust management Great BritainLegal & General Estate Agencies Limited Estate agency Great BritainLegal & General Ventures Limited Venture capital management Great BritainLegal & General Direct Limited Direct distribution Great BritainFairmount Group Plc Financial services Great BritainGresham Insurance Company Limited General insurance Great BritainLegal & General (France) SA Long term insurance FranceLegal & General Bank (France) SA Financial services FranceLegal & General Nederland Levensverzekering Maatschappij NV Long term insurance NetherlandsBanner Life Insurance Company Inc Long term insurance USA
William Penn Life Insurance Company of New York Inc Long term insurance USA
* Directly held by Legal & General Group Plc. All other subsidiaries are held through intermediate holding companies.
The principal area of operation of subsidiaries incorporated in Great Britain is in the UK. For overseas subsidiaries the principal country of operationis the same as the country of incorporation. The principal activities of the Company and its subsidiaries are: 
Long term insuranceOrdinary life and pensions business covers individual life and annuity policies, including capital redemption and permanent health insurance,individual pension arrangements and employers’ schemes (including group life and permanent health insurance benefits) and pension fundmanagement business.
Investment management Provision of a fund management service for clients’ funds as well as the Group’s insurance and shareholders’ funds through managed and segregatedfunds, unit trusts, personal equity plans and individual savings accounts.
General insuranceHousehold, mortgage indemnity, motor, healthcare and accident sickness and unemployment insurance.
OtherProvision of advisory services to both companies and individuals, banking, and property agency services.
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32. Subsidiaries continued
(ii) InvestmentsThe following subsidiaries, held via intermediate holding companies or via limited partnerships, have been excluded from consolidation. Group TrustPLC and Hermes Group Limited have been excluded from consolidation because part of the holdings, sufficient for control, are held exclusively witha view to subsequent sale. The remaining subsidiaries have been excluded from consolidation because the relevant limited partnership agreementsimpose severe long term restrictions over the Group’s ability to exercise control. All of these holdings have been included as investments.

Countr y of % equity sharesCompany name incorporation held by the Group
Bowater Windows Limited Great Britain 51.91
EKCO Group Limited Great Britain 59.25Emtec Group GmbH Germany 82.79HMG Holdings Limited Great Britain 67.82IPT Group Limited Great Britain 57.64Sante Finance SA France 54.35Tally Group GmbH Germany 66.68The Hay Hall Group Limited Great Britain 50.60Trident Components Group Limited Great Britain 53.55
Group Trust PLC Great Britain 51.24
Hermes Group Limited Great Britain 54.17
The aggregate capital and reserves of the above companies and the aggregate profit or loss for the relevant financial years are not material.
33. Associated undertakings
As part of an arrangement to provide household insurance to customers of the Woolwich plc (Woolwich) the Group has a 10% interest in WoolwichInsurance Services Limited (WIS) and Woolwich has a 10% interest in the Group’s subsidiary, Gresham Insurance Company Limited (Gresham). TheGroup’s 10% holding in WIS is included in investments. The minority interest in Gresham is not separately disclosed as it is not material.
The Group also has investments where its holding exceeds 20% of the equity share capital. They have not been treated as associated undertakings aseither the Group does not exercise any significant influence over them, or their operations are not significant in relation to the financial statementsof the Group.

N O T E S  T O  F I N A N C I A L  S TAT E M E N T S
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34. Pension costs
The Group operates a number of pension schemes in the UK and overseas. The assets of all the defined benefit schemes are held in separate trusteeadministered funds and all significant schemes have been subject to regular valuation or formal reviews by qualified actuaries who were employeesof the Group.
The charges for pension costs for the schemes within the Group were:

2000 2000 1999 1999£m £m £m £m
Defined benefit schemes
– Legal & General Group UK Pension and Assurance Fund (the Fund) 5 5– Legal & General Group UK Senior Pension Scheme (the Scheme) 3 3
being: 8 8Regular pension costs– Fund 8 8– Scheme 5 5Amortisation of surplus– Fund (3) (3)– Scheme (2) (2)
Other UK and Overseas schemes 1 1

9 9
Defined contribution schemes 6 5

15 14
From 1 January 1995, the Fund was closed to new members and subsequently relevant new staff have been eligible to participate in a grouppersonal pension plan, a defined contribution scheme. The latest actuarial valuations of the Fund and the Scheme at 31 December 2000 used theprojected unit method and the principal financial assumptions adopted were:
Rate of increase in pensions in payment 3.75% Retail price index 4.0%Rate of growth in dividend income 4.0% Rate of return on investments 8.0%Rate of interest applied to discount liabilities 8.0% Rate of increase in salaries, excluding promotional increases 6.0%
The actuarial value of the combined assets of the Fund and Scheme at 31 December 2000 was £573m, which was sufficient to cover 129% of thebenefits which had accrued to members. The combined market value of the assets of the Fund and Scheme at 31 December 2000 was £700m.
The surpluses disclosed by the valuations are being amortised over 13 years (the average expected remaining service lives of the members of thecurrent schemes) using the percentage of pay amortisation method. The average contribution rate of pensionable salary in 2000 for the principal UKschemes was 10.7% (1999: 10.6%). The regular contribution rate, before amortisation of surplus, was 17% (1999: 17%).
There were no contributions prepaid or outstanding at either 31 December 2000 or 31 December 1999. The Group has no liability for retirementbenefits other than for pensions.
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C O N S O L I D AT E D  P R O F I T  A N D  L O S S  A C C O U N T  
For the year ended 31 December 2000

2000 1999Note £m £m
– UK life and pensions 3(a) 454 412– USA 45 58– Netherlands 17 14– France 24 15

3(a) 86 87
540 499Investment management 85 99General insurance business 20 25

Other income 33 29
Operating profit 678 652Variation from longer term investment return (306) 670Change in equalisation provision (6) (5)Effect of economic assumption changes 26 (23)
Profit on ordinary activities from continuing operations before tax 392 1,294
Profit for the financial period 243 999
Dividends payable 243 212

p p
Dividend per share 4.71 4.13Earnings per share:
– based on operating profit 9.49 9.56– based on profit for the financial period 4.74 19.57
Fully diluted earnings per share– based on operating profit 9.47 9.52– based on profit for the financial period 4.73 19.47

S U P P L E M E N TA R Y  F I N A N C I A L  S TAT E M E N T S
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C O N S O L I D AT E D  B A L A N C E  S H E E T  –  A C H I E V E D  P R O F I T S  B A S I S  

As at 31 December 2000
2000 1999Note £m £m

Assets
Investments 105,755 100,071Long term in-force business 1 2,135 2,216Other assets 2,491 2,084
Total assets 110,381 104,371
Liabilities
Shareholders’ funds 3(d) 5,274 5,250Fund for future appropriations 4,331 5,814Technical provisions 97,608 90,645
Creditors 3,168 2,662
Total liabilities 110,381 104,371
1. Basis of preparation
These supplementary financial statements,
presented in summary form, have been audited
by PricewaterhouseCoopers and prepared in
conjunction with the consulting actuaries –
Tillinghast Towers-Perrin (Europe) and Milliman
& Robertson (USA).
The basis adopted for reporting in these
statements is in accordance with the draft
guidance on Accounting for long term insurance
business in the group accounts of proprietory
companies (The Achieved Profits Method),
issued in December 1999 by the Association 
of British Insurers. This guidance, which is still
in the course of development, sets out a more
realistic method for recognising shareholders’
profits from long term business; the Achieved
Profits basis. These statements are
supplementary to those on pages 45 to 75,
which have been prepared on the modified
statutory solvency (MSS) basis.
The long term in-force business is the
embedded value of long term business, less the
value of shareholders’ net assets as reported in
respect of long term business on the MSS basis,
adjusted as described below. For business other
than long term business this basis of accounting
is as in the primary financial statements.
2. Description of methodology
The objective of Achieved Profits is to recognise
profit as it is earned from contracts of long term
insurance business. The methodology requires

an attribution of assets of the company
identified as backing these contracts and the
residual assets of the company. The method
recognises as profit the total of:
(i) the cash transfers to or from the residual

assets from or to the backing assets, as
determined following a statutory solvency
valuation; and 

(ii) the movement over the year in the present
value of the expected future cash flows to
the residual assets from policies in force at
the year end and their backing assets.

The accounting for the residual assets follows
the standards adopted in the primary accounts.
The backing assets cover:
(i) long term business provisions calculated 

in accordance with local supervisory
requirements; and 

(ii) a further amount, the distribution of which
to shareholders is encumbered by the local
solvency requirements.

Shareholders’ net worth is this further 
amount, plus any residual capital in a non-UK
insurance subsidiary.
Cash flow projections are determined usingassumptions about future economic andinvestment conditions based on year endconditions. Future investment returns areprojected by one of two methods. The firstmethod is based on an assumed investment

return attributed to assets at their market value.The second, which is used where theinvestments of a subsidiary are substantially allfixed interest, projects the cash flows from thecurrent portfolio and assumes an investmentreturn on reinvestment of surplus cash flows. The assumed rates of discount and inflation areconsistent with the investment return assumptions.
Detailed assumptions on, inter alia, mortality,persistency, morbidity and expenses reflectrecent operating experience and are reviewedannually. Favourable changes in operatingexperience are not anticipated until theimprovement in experience is reasonably certain.
For participating with-profits business, bonus ratesare assumed at a level which would eventuallyutilise all the assets supporting that business.
The projections take into account all tax which is expected to be paid under current legislation,including tax which would arise if shareholders’retained profits were eventually to be distributed.
Allowance for risk is made by(i) incorporating a risk margin in the cash flow discount rate, and
(ii) the cash flow deferrals generated byfinancing the backing assets.
The value of in-force business is the presentvalue of the cash flows from the contracts in-force at the year end. The embedded value is the sum of shareholders’ net worth and thevalue of the in-force business.
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3. Segmental analysis of results(a) Contribution from long term business
UK UKLife and Pensions Managed Funds + International Total

2000 1999 2000 1999 2000 1999 2000 1999£m £m £m £m £m £m £m £m
Contribution from:– new business 118 99 35 50 43 29 196 178– in-force business 209 194 40 46 25 49 274 289
– shareholders’ net worth 127 119 – – 18 9 145 128
Operating profit 454 412 75 96 86 87 615 595Variation from longer terminvestment return* (274) 663 (18) 17 (9) (13) (301) 667Economic assumption changes 10 (26) 2 3 14 0 26 (23)
Profit before tax 190 1,049 59 116 91 74 340 1,239
Tax (75) (243) (18) (35) (32) (26) (125) (304)
Profit after tax 115 806 41 81 59 48 215 935
+ Included in the Investment management result.
* The variation from longer term investment return represents the effect of the investment performance in respect of shareholders’ net worth and in-force business compared with embedded value assumptions at the beginning of the period.

S U P P L E M E N TA R Y  F I N A N C I A L  S TAT E M E N T S

Analysis of profit
The contribution to operating profit in a period is attributed to three sources: new business; the management of in-force business; andshareholders’ net worth. Further profitcontributions arise from the actual investmentreturn differing from the assumed long term returnand from changes in the economic assumptions.
In respect of UK life and pensions, solvency
capital for with-profits new business is provided by assets backing the with-profitsfund; that for non-profit business is provided by the shareholders’ net worth, which isincluded in the embedded value at a discountedvalue. It is therefore not necessary to allowseparately for the cost of solvency capital in the calculation of the contribution from newbusiness. For international and managed fundsbusiness, the contribution from new businessreflects an appropriate allowance for the cost of solvency capital.

The contribution from new business represents
the value recognised as at the end of the yearfrom new business written in the year, less theactual cost of acquiring that business and ofestablishing technical provisions and reserves.The risk discount rate represents a target return,so that a positive contribution from newbusiness is the value created in excess of thatrequired to meet the target.
The contribution from in-force businesscomprises:(i) the discount earned from the value of moneyat the start of the year; 
(ii) the variance in the actual experiencefrom that assumed; 
(iii) the effects of changes in assumptions,other than changes in economicassumptions. These changes are madeas at the end of the year. Any materialcontribution from this source is disclosed.

The contribution from shareholders’ net worth
comprises the increase in embedded value in
respect of:
(i) backing assets arising from the unwind 

of the discount;
(ii) residual assets arising from the expected

investment return.
Tax
The profit before tax is calculated by 
grossing up the after-tax profit at the full rate 
of corporate tax for each country, except for 
the UK contribution from shareholders’ net 
worth. The grossing up rate for this contribution
is derived from the tax attributed to the
corresponding contribution on the MSS basis. 
To arrive at operating profit, the contribution 
from shareholders’ net worth is grossed up at 
a rate to reflect the tax associated with a longer
term investment return.
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3. Segmental analysis of results continued
(b) Movement in embedded value

UK UKLife and Pensions Managed Funds International Total
2000 1999 2000 1999 2000 1999 2000 1999£m £m £m £m £m £m £m £m

At 1 January 3,824 3,237 130 77 461 376 4,415 3,690
Exchange rate movements – – – – 28 (4) 28 (4)

3,824 3,237 130 77 489 372 4,443 3,686Profit after tax 115 806 41 81 59 48 215 935
Capital movement – (21) – – 34 45 34 24Distributions (218) (198) (37) (28) (4) (4) (259) (230)
At 31 December 3,721 3,824 134 130 578 461 4,433 4,415
(c) Components of embedded valueShareholders’ net worth 1,387 1,457 – – 222 135 1,609 1,592
Value of in-force business 2,334 2,367 134 130 356 326 2,824 2,823
Embedded value 3,721 3,824 134 130 578 461 4,433 4,415
For the UK life and pensions business, shareholders’ net worth comprises the Shareholders’ Retained Capital (SRC) on the MSS basis, subject toadjustment for deferred acquisition costs, and the sub-fund, both net of allowance for tax; but excludes the net assets of £201m (1999: £163m) of long term fund operational subsidiaries. 
(d) Shareholders’ funds 2000 1999£m £m
Embedded value of life and pensions businessesUK 3,721 3,824USA 443 344Netherlands 67 62
France 68 55

4,299 4,285Investment management* 268 222General insurance business 76 69Banking 92 96Corporate Funds 539 578
5,274 5,250

* Including £134m (1999: £130m) embedded value of UK Managed Funds business. All other investment management subsidiaries are included at netasset value. The net assets of these UK long term fund subsidiaries and the value of the in-force UK Managed Funds business, are attributed to theinvestment management business. The net assets of other UK long term fund operating subsidiaries are included in Banking and Corporate funds.
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S U P P L E M E N TA R Y  F I N A N C I A L  S TAT E M E N T S

4. AssumptionsUK life and pensionsi) The assumed future pre-tax returns on fixedinterest and RPI linked securities are set byreference to redemption yields available in themarket at the end of the reporting period. Thecorresponding return on equities and propertyis set by reference to the gilt assumptions.
2000 1999Investment return % pa % pa

Gilts:Fixed interest 4.7 5.1RPI linked 4.7 5.1Non GiltsFixed interest 5.3 – 6.5 6.4RPI linked 5.0 – 6.0 5.1Equities and property 7.3 7.7
The assumed returns on non-gilt securitiesare net of an allowance for default risk of0.05% pa.

ii) Assets are attributed to the with-profits fund,the statutory long term business provisionfor contracts not written in the with-profitsfund, the SRC and the sub-fund.
iii) The risk discount rate is set by reference to the assumed future investment returns, at 7.2% pa net of tax (1999: 7.6% pa).Potential transfers are discounted from thetime at which they are assumed to becomeavailable for distribution to shareholders.Assets retained in the long term fund(including those attributed to the SRC) tosupport the business are assumed not to beimmediately available for distribution; andtheir value is the discounted value of futureassumed distributions.
iv) The value of the in-force business iscalculated after allowing for the additionalcost, if any, of holding solvency capital. No such additional cost exists for businesswritten within the with-profits fund whilstthe solvency capital for that business is metby that fund; nor is there any additional costto shareholders in respect of business notwritten in the with-profit fund whilst thesolvency capital is provided by the SRC.
v) Assets are valued at their market value. For the projection of fixed interest and RPIlinked investment returns, asset values areadjusted to reflect the assumed interest andinflation rates.

vi) The value of the sub-fund is the discounted
value of projected investment returns for aperiod of 20 years.

vii) The assumed rates of inflation for bothexpense and earnings is 3.6% pa (1999:4.2% pa). For indexation purposes theinflation rate has been set at 2.6% pa (1999: 3.2% pa).
viii) The contribution from new business iscalculated using actual acquisition costs. It reflects the profit arising at the time ofsale and differences between actual andexpected experience (except for investmentreturn variance) on these policies duringthe year accumulated to the year end.
ix) The cost of investment in development ofcertain strategic systems is charged against in-force business at the beginning of the year.
x) Future bonus rates are set at levels whichwould fully utilise the assets supporting with-profits business. The proportion ofprofits derived from with-profits businessallocated to shareholders has been assumedto be 10% throughout.
xi) The value of the in-force business reflects a prudent allowance for compensation andadministration expenses in relation topension transfers, opt-outs and FSAVCs.
xii) Other actuarial assumptions are set at levelswhich have regard to recent operatingperformance and experience, includingthose for mortality, persistency and

maintenance expenses (excluding non-recurring costs). These are reviewedannually. An allowance is made for secular
trends in annuitant mortality by taking intoaccount the improvement factors containedin CMI Report No.17.

xiii) Business in-force comprises previouslywritten single premium, regular premiumand recurrent single premium contracts. For
this purpose, DSS rebates are not treated asrecurrent and the value arising therefrom isincluded in the value of new business as
the premiums are received. 

xiv) Projected tax is determined assumingcurrent tax legislation and rates, exceptwhere future changes have been
announced.

xv) The UK corporation tax used for grossing up
was 30% (1999: 30.25%). The contribution tooperating profit from shareholders’ net worthhas been grossed up at a longer term taxrate of 10% (1999: 10%).

UK Managed FundsThe value of the Managed Funds in-forcebusiness is based on a cashflow projectionlimited to 10 years.
Where appropriate, the UK life & pensionsassumptions are used. Fees are projected onrates which reflect current changes and, if less,anticipated trends. New business consists ofmonies received from new clients andincremental receipts from existing clients, butexcludes the roll-up of the investment returns.
International
Key assumptions for the USA are:

2000 1999% pa % pa
Reinvestment rate 7.0 7.6Risk discount rate 
(after tax) 7.7 9.0
The assumed pre-tax return is projected from the actual investment portfolio less specific margins for the risks associated with the investments.
5. Alternative assumptions
The discount rate appropriate to any investorwill depend on the investor’s own circumstances,tax and perception of the risks associated withthe anticipated cash flows to shareholders.
The table below shows the effect on the UK life
and pensions embedded value of calculations atalternative discount rates and equities andproperty yields.
Effect on embedded value at 31 December 2000

1% lower 1% higher 1% higherrisk risk equities anddiscount discount proper tyAs published rate rate yields£m £m £m £m
3,721 +310 -270 +300

It should be noted that in calculating thealternative values all other assumptions have
been left unchanged.
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We have audited the supplementary financialinformation for the year ended 31 December2000 on pages 76 to 80 which has beenprepared in accordance with the AchievedProfits basis as set out in Note 1 on page 77and which should be read in conjunction withthe audited financial statements prepared on 
the modified statutory solvency basis which are on pages 45 to 75.
Respective responsibilities of directors and auditorsThe directors are responsible for preparing theAnnual Report, including as described on page44, the financial statements prepared on themodified statutory solvency basis. Ourresponsibilities in relation to the Annual Report,including those financial statements, are set outon page 42. The directors are also responsiblefor preparing the supplementary financialinformation on the above Achieved Profits basis.
Our responsibilities, as independent auditors, in relation to the supplementary financial 

information are, as set out in our letter of
engagement agreed with you dated 11 October
2000, to report to you our opinion as to
whether the supplementary financial information
has been properly prepared in accordance with
the Achieved Profits basis.
Basis of audit opinion
We conducted our audit in accordance with
Auditing Standards issued by the Auditing
Practices Board. Our audit included
examination, on a test basis, of evidence
relevant to the amounts and disclosures
in the supplementary financial information.
The evidence included an assessment of the
significant estimates and judgements made
by the directors in the preparation of the
supplementary financial information, and of
whether the accounting policies are appropriate
to the Group’s circumstances, consistently
applied and adequately disclosed. We planned
and performed our audit so as to obtain all the
information and explanations which we 

considered necessary in order to provide uswith sufficient evidence to give reasonableassurance that the supplementary financialinformation is free from material misstatement,whether caused by fraud or other irregularity or error. In forming our opinion we alsoevaluated the overall adequacy of the
presentation of information in thesupplementary financial information.
OpinionIn our opinion, the supplementary financialinformation has been properly prepared inaccordance with the Achieved Profits basisset out in Note 1 on page 77.

PricewaterhouseCoopersChartered Accountants
London, 26 February 2001

I N D E P E N D E N T  A U D I T O R S ’  R E P O R T

to the directors of Legal & General Group Plc on the supplementary financial statements
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Notice is hereby given that the 22nd Annual
General Meeting of Legal & General Group Plcwill be held at The Institution of ElectricalEngineers, Savoy Place, London WC2R 0BL onWednesday, 25 April 2001 at 11.30 a.m. for thefollowing purposes:
1. To receive and consider the Report and Accounts for the year ended 31 December 2000.
2. To declare a final dividend of 3.23p perordinary 2.5p share.
3. By separate resolutions to re-elect thefollowing as Directors of the Company who are retiring by rotation:

(a) B H Asher(b) A W Palmer(c) R A Phipps(d) D Rough
and to elect the following directors who have been appointed since the last AnnualGeneral Meeting:
(e) C R R Avery(f) B C Hodson(g) G J Hoskin(h) Dr R H Schmitz

To consider and, if thought fit, to pass thefollowing resolutions, which will be proposedas ordinary resolutions:
4. Ordinary ResolutionTo reappoint PricewaterhouseCoopers asauditors of the Company and authorise thedirectors to fix their remuneration.
5. Ordinary Resolution
THAT the directors of the Company be and they are hereby generally and unconditionallyauthorised, pursuant to Section 80 of the
Companies Act 1985, to exercise all powers ofthe Company to allot relevant securities (withinthe meaning of Section 80 of that Act) up to an
aggregate nominal amount of £6,436,370, being5% of the issued share capital of the Company
as at 31 December 2000, in substitution for allprevious such authorities, provided that this
authority shall (unless renewed) expire on theconclusion of the Annual General Meeting ofthe Company to be held in 2002, except that
the Company may at any time prior to theexpiry of such authority make an offer or

agreement which would or might require
relevant securities to be allotted after the expiryof such authority.
To consider and, if thought fit, to pass thefollowing resolutions, which will be proposedas special resolutions:
6. Special Resolution THAT, subject to the passing of resolution No.5,
the Directors of the Company be and they arehereby authorised pursuant to Section 95 of theCompanies Act 1985 to allot equity securities(within the meaning of Section 94 of that Act)under the authority conferred by resolution No.5as if Section 89(1) of that Act did not apply,provided that this authority shall be limited to:
(a) The allotment of equity securities inconnection with a rights issue in favour ofshareholders where the equity securities areoffered to each shareholder in the sameproportion (as nearly as may be) to the numberof shares held by each shareholder (subject tosuch exclusions or other arrangements as theDirectors of the Company may think fit inconnection with fractional entitlements or legalor practical problems arising in connection withthe laws of, or requirements of, any recognisedregulatory body or stock exchange in anyterritory); and
(b) the allotment (otherwise than pursuant tosub-paragraph (a) above) of equity securities upto an aggregate nominal value of £6,436,370,being 5% of the issued share capital of theCompany as at 31 December 2000 and shallexpire fifteen months following the passing ofthis resolution or, if earlier, on the conclusion ofthe Annual General Meeting of the Company to
be held in 2002 except that the Company may,before such expiry, make an offer or agreement
which would or might require equity securitiesto be allotted after such expiry and the Directorsof the Company may allot equity securities inpursuance of such offer or agreement as if thepower conferred hereby had not expired.
7. Special ResolutionTHAT the directors of the Company be and 
they are hereby granted, pursuant to Article 7 
of the Articles of Association of the Companyand in accordance with Section 166 of the
Companies Act 1985, general and unconditionalauthority to make market purchases of any 

of its ordinary shares upon, and subject to, 
the following conditions:
(a) the maximum number of ordinary shares in the Company hereby authorised to beacquired is 257,454,800 shares, being 5% of the issued share capital of the Company as at 31 December 2000.
(b) the minimum price which may be paid for
each ordinary share is 2.5p.
(c) the maximum price which may be paid forordinary shares is an amount equal to 105% ofthe average of the middle market quotations foran ordinary share taken from the London StockExchange Daily Official List for the five businessdays immediately preceding the day on whichthe ordinary shares are purchased; and
(d) the authority hereby conferred shall (unless renewed) expire on the conclusion of the Annual General Meeting to be held in 2002except that the Company may at any time priorto the expiry of such authority enter into acontract for the purchase of ordinary shareswhich would or might be completed wholly or partly after the expiry of such authority.
By Order of the Board
D. W. BindingGroup Secretary1 March 2001
Notes(1) A member entitled to attend and vote at the abovemeeting is entitled to appoint one or more proxies toattend and vote instead of him. A proxy need not alsobe a member. A proxy card is enclosed and, to beeffective, must be delivered to Lloyds TSB RegistrarsLimited, The Causeway, Worthing, West SussexBN99 6DA not later than 11.30 a.m. on 23 April 2001.
(2) Details of all proxy votes will be available forinspection immediately prior to and during the AnnualGeneral Meeting.
(3) Copies of executive directors’ service contracts andthe register of Directors’ share interests kept pursuantto Section 325 of the Companies Act 1985 are availablefor inspection during normal working hours at theregistered office and 15 minutes prior to and at theAnnual General Meeting.
(4) Pursuant to Regulation 34 of the UncertificatedSecurities Regulations 1995, only those shareholdersregistered on the Register of Members of the Companyas at 6.00 p.m. on 6 April 2001 shall be entitled toattend or vote at the Meeting in respect of the numberof shares registered in their names at that time.Changes to entries on the Register of Members after6.00 p.m. on 6 April 2001 shall be disregarded indetermining the rights of any person to attend or voteat the Meeting.

N O T I C E  O F  A N N U A L  G E N E R A L  M E E T I N G
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F I V E  Y E A R  F I N A N C I A L  R E V I E W  -  mod i f ied  s ta tu to r y  so lvency  bas is

2000 1999 1998 1997 1996Consolidated Profit & Loss Account £m £m £m £m £m
Life and pensions business 364 321 299 273 250Investment management 62 43 32 21 17General insurance business 20 25 19 33 31
Other income 33 29 30 21 (2)
Operating profit 479 418 380 348 296Profit on sale of discontinued operations – – 308 – 70 Premium on repurchase of Euroconvertible bonds – – (92) – –
Reclassification and subsequent changes in SRC 30 260 (195) 260 1,576Change in equalisation provision (6) (5) (5) (6) (5)
Variation from longer term investment return (5) 3 10 8 – 
Profit on Ordinary Activities Before Tax 498 676 406 610 1,937 Tax (181) (89) 1 (118) (136)Dividends (243) (212) (185) (160) (139)
Retained Profit 74 375 222 332 1,662 
New BusinessLife & pensions – Annual 320 307 255 237 212Life & pensions – Single 2,119 2,068 1,546 1,354 1,439 Investment business 13,417 14,029 12,182 6,964 4,633 
Gross Premium IncomeLife and pensions 3,828 3,616 3,018 2,867 2,830 
General insurance 259 221 209 214 274
Consolidated Balance SheetInvestments 105,755 100,071 76,779 57,412 44,255 
Other assets 2,539 2,135 1,809 1,653 1,626 
Total Assets 108,294 102,206 78,588 59,065 45,881 
Share capital/premium 271 260 253 213 177 
Profit and loss account 2,916 2,825 2,447 2,225 1,897
Shareholders’ funds 3,187 3,085 2,700 2,438 2,074 Technical provisions and FFA 101,939 96,459 73,156 54,806 42,287Borrowings 571 426 460 710 754
Creditors and other provisions 2,597 2,236 2,272 1,111 766
Total Liabilities 108,294 102,206 78,588 59,065 45,881
Share Statistics p p p p p
Earnings per share – operating profit after tax* 6.61 6.56 5.33 4.73 4.22
Dividend per share 4.71 4.13 3.62 3.18 2.78
Market price at 31 December 184.5 169 195 133 93 
* Earnings per share (EPS) for 1996 has not been restated to reflect the sale of the Australian business or for FRS14. EPS and market price figureshave been restated for comparative purposes to reflect the share splits in 1996 and 1999.
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Shareholders at 31 December 2000
Categories of ordinary shareholder and ranges of shareholdings at 31 December 2000 are:

Shareholders Shares
Number % Number %

Category of ShareholderIndividuals 36,237 66.9 479,188,108 9.3Banks 67 0.1 3,115,707 0.1Nominee companies 15,867 29.3 4,374,021,377 85.0Insurance companies and pension funds 39 0.1 156,049,550 3.0
Limited companies 1,467 2.7 94,989,159 1.8Other corporate bodies 502 0.9 41,733,241 0.8

54,179 100.0 5,149,097,142 100.0
Shareholders Shares

Number % Number %
Range of Holdings1 – 20,000 45,819 84.6 227,473,068 4.4 20,001 – 100,000 6,369 11.8 257,298,705 5.0 100,001 – 500,000 1,207 2.2 260,203,450 5.1 
500,001 and over 784 1.4 4,404,121,919 85.5 

54,179 100.0 5,149,097,142 100.0

S H A R E H O L D E R  I N F O R M AT I O N F I N A N C I A L  C A L E N D A R

Other shareholder informationRegistrars: The Company’s share register isadministered by Lloyds TSB Registrars, TheCauseway, Worthing, West Sussex BN99 6DA(Tel: 0870 600 3954). All shareholder enquiriesshould be addressed to Lloyds TSB Registrars.
Electronic Share Service: In February 2001 the Company launched the Legal & GeneralElectronic Share Service. This Service allows youto hold shares in Legal & General without theneed for a share certificate and enables you tobenefit from shorter market settlement periods.Individual shareholders hold their shares in theCompany in a nominee holding registered inthe name of Lloyds TSB Registrars CorporateNominee Limited.
If you would like to join this Service, or requirefurther information, you should contact theRegistrars directly on 0870 600 3954. They willsend you a booklet, which sets out the termsand conditions under which your shares will be held, together with the appropriate sharetransfer form. The booklet and the sharetransfer form are also available from theInvestor Relations section of Legal & General’swebsite at www.LandG.com.
You can view your shareholding in Legal & General Group Plc on the internet atwww.shareview.co.uk. To register to use thisservice you should log onto www.shareview.co.ukand follow the instructions on screen. You will

need your shareholder reference number, shownon your latest dividend counterfoil. Should youhave any queries, please phone the shareholderhelpline on 0870 600 3954.
Dividend: The record date for the proposedfinal dividend for 2000, payable on 1 May 2001,is 6 April 2001 and the shares will trade ex-dividend on the London Stock Exchange from 4 April 2001.
Multiple Share Certificates: Shareholders withmore than one certificate for shares may arrangefor them to be consolidated into one certificateby contacting Lloyds TSB Registrars.
Individual Savings Account (ISA):The Legal & General ISA is managed by Legal & General (Portfolio Management Services)Ltd, a wholly owned subsidiary of the Company.
Personal Equity Plan (PEP):The Legal & General Single Company PEP is managed by Legal & General (PortfolioManagement Services) Ltd, a wholly ownedsubsidiary of the Company. 
Capital Gains Tax: For the purpose of calculatingUK capital gains tax, the market value on 31 March 1982 of each of the shares, afteradjusting for the 1986 capitalisation issue and the 1996 and 1999 sub-divisions, was 7.996p.
Close Company Provisions: The Company is not a close company within the terms of the Income and Corporation Taxes Act 1988.

4 April 2001
Ex dividend date

25 April 2001
Annual General Meeting

1 May 2001
Payment of Final Dividend for 2000 
(to members registered on 6 April 2001)

25 July 2001
Announcement of Half Year Results for 2001 
and Declaration of Interim Dividend

12 September 2001
Ex dividend date

1 October 2001
Payment of Interim Dividend for 2001 (to
members registered on 14 September 2001)
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This annual report is printed on paper produced from totally chlorine free pulp,and from fully sustainable forests.
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A flexible mortgage which can adapt to your changinglifestyles, and we don’t charge any redemption penalties.
Building and contents insurance for your home, and annual travel insurance.
Savings plans which aim to repay your mortgageincluding life cover to help repay the mortgage if you die before the end of the term.
Provides a monthly benefit to go towards meeting your mortgage payments if you are unable to work due to accident or sickness.
Life cover to cover your mortgage. For Decreasing TermAssurance the life cover will reduce over the term ofyour mortgage.

More cashback than our normal terms.
15% discount off the standard buildingand contents annual premium.
More of your money is investedearlier, which reduces the premiums.
5% discount off standard premiums.

10% discount off standard premiums. 

FLEXIBLE RESERVE MORTGAGEquoting 00IS01
HOME AND TRAVEL INSURANCEquoting 5775-2
FLEXIBLE MORTGAGE ISA

MORTGAGE PAYMENT INSURANCE

MORTGAGE TERM ASSURANCEDECREASING TERM ASSURANCE
YOUR HOME IS AT RISK IF YOU DO NOT KEEP UP REPAYMENTS ON A MORTGAGE OR OTHER LOAN SECURED ON IT.A life assurance policy may be required. Written quotations available on request.

DEPOSIT ACCOUNT(“Special Account”) quoting F018/IS01 
UNIT TRUST BASED ISAsA range of tax-efficient accounts, including: UK Index-Tracking quoting F059/IS01European Index-Tracking quoting F060/ISO1Corporate Bond quoting F061/IS01High Income ISA quoting FO72/IS01Global Technology Index-Tracking quoting F075/IS01Global Health and Pharmaceuticals Index-Tracking quoting F077/IS01Ethical ISA quoting F079/IS01
Actively managed unit trust based ISAs
UNIT TRUSTS AND INVESTMENT BONDS (including with-profits bonds)
F A M I LY  P R O T E C T I O N

S E C U R I N G  Y O U R  H O M E

I N V E S T M E N T S

A cash lump sum in the event of your death duringa fixed period of time.
Provides a lump sum of money if you are diagnosedas having one of the specified critical illnesses.
Provides cover towards the cost of privatemedical treatment.

10% discount off standard premiums.
10% discount off standard fixed term premiums.
10% discount off standard premiums.

TERM ASSURANCEquoting F035/ISO1
CRITICAL ILLNESS COVER(fixed term or on-going)
PRIVATE MEDICAL INSURANCEquoting F034/ISO1

B E N E F I T S S P E C I A L  T E R M S  F O R  S H A R E H O L D E R S

0500 65 55 55
R E T I R E M E N T

OUR L INES ARE OPEN 8AM – 8PM MONDAY TO FRIDAY AND 9AM – 5PM WEEKENDS.  FOR YOUR PROTECTION,  WE MAY RECORD AND MONITOR CALLS.  

Provides benefits on retirement in addition to a company pension.
Provides benefits on retirement. 

Competitive product terms are available on request.
Competitive product terms are available on request.

AVCs (Additional Voluntary Contributions)free standing or company sponsored
PERSONAL PENSION ( including STAKEHOLDERPENSIONS available from 6 April 2001).

The value of units in an investment fund may go down as well as up and is not guaranteed. Full written details available on request. Terms correct at time of going to print. Products supplied by Legal & General Assurance Society Limited unless otherwise stated. 
Supplied by Legal & General Bank Limited.  Supplied by Legal & General (Unit Trust Managers) Limited.  Building and Contents Insurance supplied by Legal & General Insurance Limited. Travel Insurance supplied by Europ Assistance.
Supplied by Legal & General (Unit Trust Managers) Limited and Legal & General Assurance Society Limited.  Supplied by Legal & General Insurance Limited.  

*Offer is available to shareholders of Legal & General Group Plc and their immediate family defined as parent(s), children, brother(s), sister(s) and partner resident in the UK for tax purposes. The shareholder financial advisers are representatives only of the
Legal & General marketing group, members of which are regulated by the Personal Investment Authority and IMRO for the purposes of recommending, advising on and selling life assurance and investment products bearing Legal & General’s name. Legal & General
Assurance Society Limited. Registered in England No.166055. Regulated by the Personal Investment Authority and a member of the Association of British Insurers. Registered Office: Temple Court, 11 Queen Victoria Street, London EC4N 4TP 

Offers attractive returns on your savings with easyaccess. The account is operated by telephone or post.
For those who wish to save in a tax advantageous way on the stockmarket.

Access to a wide range of stockmarket investmentswith varying risks and more diversity than can often be achieved by investing directly.

What Your Legal & General can do for youSpecial offers

A N D  Q U O T E  T H E  R E F E R E N C E  N U M B E RL I S T E D  A B O V E

F O R  S H A R E H O L D E R S  A N DT H E I R  I M M E D I AT E  F A M I LY *
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Minimum deposit of £100 to open account.Lower withdrawal limit of £100.
1% cashback (Index-Tracking, High Income,Corporate Bond and Ethical ISAs).Lump sum investments only.

2% cashback. Lump sum investments only.
More of your money is invested when youfirst take out the investment/policy than on standard terms.

F O R  I N F O R M AT I O N  O N  T H E S E  S H A R E H O L D E R  O F F E R S  C A L L  F R E E P H O N E
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