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SANDOZ VPRODUCTS LIMITED

REPORT QF THE DIRECTORS

The Directors gubmit thelr Annual Report and the Audited Accounts of the

Company for the year ended 31 December 1987, to be presented at the Annual
General Meeting convened for 6 May 1988.

The principal aciivity of the Company is the manufacture of Chemical products.

The Directors consider that the position shown by the balance sheet is
satisfactory. During the year the business has been further developed with
the acquisition on 27 May 1987 of the whole of the issued share capital of
Mercury Plastics ple, registered in England, at a cost of £3,748,000. The

principal activity of Mercury Plastics plc is the production and sale of
granulated dyestuffs for the plastics industry.

1987
£,000
Profit for financial yearc 2,000
Dividend proposed (216}
Amount transferred Lo reserves 1,784
Retained profit brought forward 13,071
Amount available for appropriation 14,855

The Directors recommend that this sum be carried Fforward.

The Directors are of the opinion that the Company's land and buildings have a
market value in excess of their Balance Sheet value but that the amount of the

excess is not significant in relation to the value of the Company's assets as
a whole.

Charitable Donations cotalling £1,555 have been made during the vear.

The Cowpany, in complying with the Disabled Persons (Bmployment) Act 1944,
gives full and fair sonsideration to appllcations for employwent received from
disabled persons, having regard to their particular aptitudes and abilities
and wherever possible the Company continues the employment of, and arranges
for the appropriate tralning of, employees who become disabled persons while
enployed by the Company. UDilsabled employees are treated no differently from
other employees as regards training, career development and promotion
opportunities. This policy was operated by the Company, where apprupriate,
throughout the year.

The Company recognlses the importance of keeping employees informed of .the
prcgress of the business. Durling the year employees were regularly provided
with information regarding the financial and economic factors affecting the
performance of the Company and on other matters of concern to them as
employees. Regular consultations take place with employee representatives.



EANDOZ PROMICTS LIMITED

REPORT OF THE DIRECTORS Continued

The undermentioned Directors have served throughout the year 1987

Mz, A.D, PFarns

Br. R, Schweizer

Dr. H.P. Sigg

Mr, D. Rae Smith, CBE. ,MC.

The following

changes in the Boargd of Directors took place during the vyear
1987:

Sir Richard Powell retired on 1 May 1987, Mz. bD.L. Stebbings died on 17 March
1987, Mr. D.C. Wagniere resigned on } HMay 1987, Mr. A. Jetzer resigned on |}
May 1987 and Mr. J.M. Romanes wag appointed on } November 1987.

Under the Articles of Association, Directors do not retire at the Annual
General Meeting.
Nene of the Directors is interested in an

Y Shares or Debentures of the Company
or its immediate holding company.

Rone of the Directors has or had any interest in 20y contract or arrangement
to which the Company or any Subsidiary is or was g party.

The Auditors, Messrs. Binder mHamlyn, have intimated their willingness to
continue In oFfice and a Resolution will be proposed at the Annual General

Meeting to re-appoint them as Auditors under Section 384 of the Companies Act
1985,

On bebalf éf,*lhe Board
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Secretary Sgﬂ“ -h/b%uj

5 May 1988
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CHARTERED ACCOUNTANTS

Numbet Twenty-Ong Oosen Street,
Lseds S 2T

REPORT OF THE AUDI'TORS TO THE MEMBERS OF

SANDOZ PRODUCTS LIMITED

We have audited the financial statements on pages 5 to 16
in accordance with approved aunditing standards.

In  our opinion the Linancial statements, which have been
prepared on the basis of the accounting policies set out
in note 1, give a true and fair view of the state of the
company's affairs at 3) December 1987 and of its profit
and  source and applicatlion of funds Lor the year then
ended and comply with the Companies Act 198%.
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CHARTERED ACCOUNTANIS

6 May 1988
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SAHDOZ PRODUCTS LIMITEN

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENLED 31 DECEMBER 1987

1987
Notes E,000 £,000
Turnover 2 89,147
(Decrease®) increase in stocks of
finished goods and werk in progress (117)
Other operating income 224
89,254
Less:
Raw materials and consumables 59,794
Other external charges 1,402
Other operating charges 12,212
Staff costs 4 11,087
Intercst payable and similar charges 6 821
Depreciation 8 1,660
{86,3%46)
2,308
Short term interest recelivable 75
Profit on ordinary activities beflore
taxation 3 2,383
Tax on profit on ordinary actlivitles ? {383

Profit on ordinary activities after
taxation 2,000
Extraordinary loss -

Profit for the Linancial year 2,000
Dividend proposed (216}
Angunt transferred Lo reserves 16 1.784

TSR,

£,000

57,292
1,020
10,492
10,137
492

1,399

<

1986
E,000

80,211
1,160
178

ey s

81,549

(B0,832)

77
li8

865
(8)

857
(87)

790
(216)

574

SeisETI——
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SANDQZ PRODUCTE LIMITED

BALANCE SHEET AT 31 DBCEMBER 1987
Notes
Pixed aszets
Tangible asseis 8
Investmentsa g
Current asseis
Stocks 10
Debtors 1)
amounts owed by group companies 13a
Cash at bank and in hand
Less creditors {amounts €alling
due within one year)}
Bank overdrafts
Acceptance credits
Creditors 12
Amounts owed to group comnjanlies 13b
Net curxent assels
Total aszsels lesg current liabilities
Creditors (amounts falling due
after more than one ywaar)
Loans E£xom ultimate holding company 13¢
Obligations undet finance leases 14
Capital and reserves
Called up share capital 15
Profit and loss account 16

A
rbehalf of the beard

sigr aGﬁ%G¥44
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£,000

18,282
3,785

a2

16,522
13,535
1,857
355

PR —

32,269

8(6"6
3,500
7,443
6,849

26,438

A bbbt

5,200
2,413

Al g

1987 1986
£,000 £,000 £,000
13,226

7
22,037 13,23%
14,848
12,686
1,377
208
29,%19
4,749
2,000
6,329
4,818
17,896
5,831 11,223
27,868 24,458
5,200
787
7,613 5,987
5,400 5,400
14,855 13,071
27,868 24,458
IR, 1
CONPRENRS SLOISTRATION
280UN88 ¥
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SANDCZ PRODUCTS LIMITED

STAVEMENT OF SCURCE AND APPLICATION Qp FUNDS rOR TuE YEAR ENDED 31 DECEMBER 1987

1987 1986
Punds generated from operations: £,000 L,000
Profit from ordinary activitias 2,333 B§S
Net adjustments to fixed assarg 1,660 1,392
2xtraocdinary iLems - (67)
Total generated from operations 4,003 2,195
Tax paid (8) -
bividends pa:a {216) -
Net funds qenerated from operations 3,818 ;T{;;
Fixed assets acquired:
Tangible assets 6,965 2,198
Disposals {251) (L96)
Investments J, 18 -
10,462 2,000
Additional wocking caplital:
Stocks 1,674 589
Debtors 843 2,525
Creditors {956) (631)
Inter-group indedtudness {1,321) (1,068}
246 1,415
Total funds applied 10,708 3,415
External f£inance required 6,889 1,225%
T — b e ]
Ezternal finance:
Increase in mhort term borrowing 5,387 1,475
Increaze in liguld funds (147) (43)
Increase (decrease) in finance lerges 1,639 (207)
6,889 1,22%




SARDUGY PROIVITTS LIMITED

ROVES TO THE ACCOUNTS

1

AHIRINTING POLICIES

al

b)

<)

d}

e)

£)

ACTOUNt S

The avcounts are prepared under the histoarical cost convention,

Depreciation

NO provision iz wade for depreciation on freehold land., Other

fixad
assets are depreciated over thelr estimated useful lives by equal
annual  instalments commencing when the assel is brought 1nto use.

The estimated range of livex ig:

Fraehold buildings 20 =~ A0 years
Luxsehold bulldings 30 yeacs
Plant and machinery 10 ~ 14 years
Data proceassing equlpment 3~ 7 vears
Mohile plant S years
Mator vehicles 3 ~ 4 years

Grants towardz capital expendituce

Grante recelived are deduected from the cost of the relevant asset.

Stocksx

Stocks are consistently wvalued at the lover of cost and net
realisable wvaluw. Cost includes a due proportion of overhead
expanses.

Research and developmon’

Research and development oxpenditure Jjg written off in the year in
which 1t is Incvurred.

Foreign exchange

Agtsets and liabilitlies denominaled in foreign currencies are
translated at the reievant, cate where there ace matching forward
contracta or at the rate ruling at the balance sgheet date.
Trensactions in foreign currency are recorded at the rate ruling at
the date of the transactions. All differences are taken to the
profat and luss acrount.

5]




SANDQE PRODICTS [LIM.TEL

morRs TO THE ACCOUNTR
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ACCOUNTING POLICIES Continued
g) Taxation

ed taxation as it fs considereg

no liability wii) arise in the Loreseeab)lg future

h) Goodwill

Goodwill in written off in the year of acquisition.

I} Leasing Lransactions

Paymants on operating leases
9LoEs  amount of asgsets on fin
off over the assetg usefyu]

outstandling obligations under su
actuarlal mathod.

TUUNOVER

1987
£,000
Geographlical analysis:
United Ringdon 66,454
Bxporl ~ Burope 19,041
Export - athers 3,652
89,147
b
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION
Profil iz stated after charging: £,000
Mirectors' fees (note 5) 27
Auditors' reaunecation 23
Operaling lease rontals:
Plant and machinery 32
Other 211
Depreciation on leased agseln 253
Depreciation on owned asgsels 1,407

- lh—v.»‘ﬁfh\w.ﬁm

that

1986
£,000

56,442
20,199
3,570

80,211

£,000

40
21

67
207
231

1,168

S -
DY R 1




JOTES TO THE ACCOUNTS

i

N .y T T VTR

TS

STAXF CQO8 1987
£,000

Wages and salarien 9,747
gocial security costs ‘72'?
Othet pension COsLa 581
11,057

S————

The average number of pergong  em
split 1nto ihe following categories:

Number
Manufacturing and digtribution 3lLs
tarketing and research 403
Muinistration 78
The resmunesratlon, excluding pension contributions
esployees, [ell within the tollowing bandg: -

Number
832,001 - £35,000 4
ﬁﬁﬁobﬁl - E&OaODO -
340;001 - E45r500 5
845,001 - £50,000 1
DIRBCTORS' FERg 1987

£,000

Chaleman and highest paid director 5

CARTRAIX

for

198¢
£,000

8,99G
663
484

19,137
SRR,

pityed by the Compary was 799 (19§6 788)

Number

L7
g6
85

higher paid

Numbe e

[l B S O |

1986
E,000

5

L —— 1

The nusber of ciher directors whose fees were in the following band are:-

Nunmber

20 - £5,000 8

Number

7



gANDOZ PRODUCTS LIMITED

JOIES TO THE ACCOUNTS

¢ INTEREST PAYABLE AND SIMILAR CHARgms

1987 lagg
£,000 2,000
Loans from ultimale holding company
Debenture intgraest 80
Loan stock interpst 140 8o
Loan Lrom fellow subsidiacy 96 149
Bank borrowing 439 1
Finance lecasing 66 133
"(‘:‘::::;‘?n . 321 492
.’r«\“l\t\'
1' TAX ON BROFIT OR CRDIHARY ACTIVITIRS E,000 £,000
2. UK. corporation tax at 35y (1986 236.251) 625 40
" Group relief 100 -
%ﬁiﬂcm previously wrivban off (342) {32)
f‘.h-". -
N 383 8
TIRNIE Y p e

TE full provision was made for deferced taxation the charge on the
on ordinary activities for the yeac would have been adjusted by:

Y

profit

1987 1986
£,000 £,000
Accelerated capital allowances 114 : 25
Geobher timing differences (72) 25
4. Utllizatfon of losses focrward - 178

. Wtilisation of acy previcusly writien off 342 -
384 228
Prlor year adidustments (52) (532)
132 {304)

ST

The potential liability [For deferred tax calculated at the rate
applicable for Lhe Linancial year fs:

1987 1986
E,000 £,000
Capital allowances 3,420 3'133
Other timing differences (221) .
3,199 3:203
- 4
Less advance carporation tax recoverable *:fm_)
3,199 2,867
A 161}
Chargestie gaing ralled owor 187

m e
= 5e

3,186 oA



oy TO THE ACCOUNTS

¢ TANCIBLE FIXED ASLETS
Payments on

Fraehuld Shars term AToount and
land and  Lleasehcid plant ¢ Motor :;:3:: ;?

burldings butliings ;
Cont £,0GG £.000 £,000 £, 000 REtruction Total

At 1 Januarcy

1987 3,4%8 5,787 10,8616
32y -
hddkt\n?ﬁ 2,310 18 L,62% .65& 2,157 22';;;
PISPORG « & = - {102) {620} - ;722}
At 31 December B T o T
19487 5,768 5,806 12,339 Y417 2,157 27,487
Depreciation - - -
M 1 January
1987 2,193 J9) 4,810 620 - 8,016
thmtgg 16 202 1,030 352 - 1,660
Dispoxals - - {81} {390) - (471}
" At 31 Deceaber
1987 2,269 595 5,759 582 - 9,205
J}' : :
et book value
T at )X Decembar ‘
1587 3,458 5,211 6,580 833 2,157 18,282
Tia I, T A NN ——a—— T
.. Ket book value
' at 31 Dacember
1886 1,265 5,394 5,806 763 - 13,228
' FIRCRUE USRS, RIS T e DI T

Elﬁaaluﬁed in tangible {lxed sssetnz are the following:
:
R

4}  Frechold land and bulldings

Lard at £2,396,000 (1986 £86,000) on which no depreclation is
provided.

b) Capitalized interest
Lezsehold bulldings £97,000 (1986 £97,000).

- Payaentes on account and assels in Lhe course of gonatrucktion £42,000
S .o (1986 £nil).

€} Capitalised [inanece leases with & net book value at 31 December 1987
of £3,093,0G0 (1986 £1,363,000).

9} Inriuded in the above figures for cost aad duptacfation a;e'ass?ts
amnurting  to £2,906,000 (1986 £2,B8C0,000) which are fully

Aepres gared and arpe gratl oan une.



FANDGT PROCUCTS LIMITED

WRES T0 THE ACCOUNTS

3, TNVESTHENTS

1987 1986

£,000 £.000

Shares in group companies 3,755 "
L eeemanrea] fa e )

. On 27 May )987 the canpany acquired (he w“hole of the {88ucd ,
G of Hercury Plas®iea ple, registered iq Englan ved share capita)

d, at a cost £
The principal activity of Mercury Plastics plo is the of £3,748,000,

. roduct i .
‘ol granulated dyestuffa for the plagtics industry, p ction and sale

. The company also ownz 13,332 shares of the 29

each of Sandoz Products (Ireland) Limived, fegistered fp Lhe Re~ublic of
Irerand = the principal actiyiey being the distzibution of chemical

products., The balance 0of the Ghares is held by  ph

e uwltimate holding
company. |

The company owns the whole of the lssued share capital of three other
companies reqgintered in England, nene of whieh iz trading,

The company does nok prepace consolidated accounts as it

: is a wiolly
owned subsidiaty of o company incorporated in Great Britain.

!

10 STOCKS 1987,

1985
" Raw matecials and conpumablag * 1,813 .: 2?524
Yotk in progress P 1,274 1,457
“Pinished goods and qo0ds for resale - 11,433 11,367
; ‘ :
16,522 14,8438
. Enammer T
J\//_‘»:R
i1 pesrogrs 1987 1985
s , £,000 £,000
Trade debtors 12,484 \\.11.382 )
Other debtors 632 - L,07%
“Prepaynents and acerued income 419 229

13,535 12,688

1000 issued shares of IR gy

s
RSN 5

=

a



cHDOT PROGUCTS LIMITED

a?s 1O THE ACCOUNTS

J3

n

CREDLTORS (AMOUNTS BUE WITHIN ON® Yeam)

Teade oreditorg
Othes ¢reditors

Corporation tax

Other taxes amld sockal security
obligatione under finanee leases
pividend proposed

INTER-GROUT INDERTEONESS

. &) Aamounks

Owing
Oving
Oving

b) Amounts
. Owing
v Owing
" Qwing

ewed by group companles
by holding company

by subsidfacios

by fellov nubuidiaries

owed Lo group companies

Lo witimate holding company
te holding company

to f£ellow subsidlaries

€} Loans £rowm wlbimate holding company
10% irredeamable unsecured debentures
10% unpecured loan stoeck
Interent {ree Srredecemabloe
unsecuroed debenturoes

i

1986
£,009

3.977
Ae513

270
345
216
6,329

= i

800
1,400

3,000

5,200

T



MOz PRODBCTS LIMITED

WTES TO TRE ACCOUNTS

i OBLICATIONS UNDER PINANCE LEASES

1587 19s6
elooo S,OOG

ingkalments due within two to five yeargp 1

Instalments due after five yearn afggg as8
} 119

Interest payable (2:006) ?3:)
—— T ————ra
2,413 787

Not obligations under f£inancoe leases amounting to £2,000,000 ace secured
by a charge over caertain of the frechold land and buildings,

L
-,I“‘\
9]

1% CALLED UP SHARE CAPITAL Allotted and

Authorcised fully paia
1987 1986 1987 1986
£,000 E.,000 £,000 £,000

Ocdénacry shares of E) cach 6,000 6,000 5,400 5,400

mmmm

If PROFIT AND LOSS ACCOUNT £,000
‘Balance at 1 January 1987 13,071
Retalned profit for the yoar 1,784

14,855
p s e ]

Y CAPITAL EXPENDITURE 1987 1986
£,000 £,000

Asthorised: Contrascted 3,984 430

- Not contracted 1,805 596
‘ 5,789 1,026
-u—-—-:‘-a ' m.—-—-

CONTIKGENT LYABILITIES

; . . s ing a claim
During the year a customer intimated that they are con ider
agalnst the company. The dlrectors are of the cpinion that no liability
¥11) drise.



c,;mz PROCUCTS DIMSTED
TS W THE ACCOUNTS
B PINANCIAL COMMITHENTS

" Operating leoases:

During 1988 the company i commitied

‘ te pay £75,00% thder operating
leases which oxpire as followg:
Praperty Other
Date of lease oxpicy: £,800 £:000
Within one year 31 20
Twe to five yoars 1y .
- 2 Over Elve vearns 13 -
55 20
Ty [=ase vt v’}

“n a
-Pengion arrangesentn;

. ""J“"tf-;'rhe Company oporatesn a gelf adainfuterey conteibutory pension schome,
 The actuarcia) Lepoct ag at 5 April  19pe indicated that the fund was able
o meeb  all 3t proapective comei{imonts in raspect of sgocvice already
. tendecod,

O meImaTe HOLDING COMPANY

The directoes regard Sandoz Lid,, Incorporated in Switzerland, ag the
uitimate holding company.

[

B AROVAL OF AcCOUNTS

- These accaunty were approved at a dicectors’ meeting held on & May 1988,

) :
- S o o vt M i e e e
ch 7



