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ZENECA GROUP PLC/

{Incorporated in England and Wales under the Companirs Act 1985 with registered number 2723534)

Introduction to the Official List
sponsored by

S.G.Warburg & Co. Ltd.

and

Rights Issue
of up to 224,926,166 Ordinary shares at 600p each
in ZENECA Group PLC

underwritten by

S.G. Warburg & Co. Ltd.

Barclays de Zoete Wedd Goldman Sachs
Securities Limited International Limited

SHARE CAPITAL
Authorised Issued and fully paid following the
Demerger and ZENgCA Rights Issuc®
Number L Number
309,000,000 1,200,000,000 Ordinary shares of 25p each 236,172,475 944,689,900

*Based on the assumptions set ouc in paragraph 2(a) of Pare 11

The ZENBC A Rights shares will, when fully paid, rank pari passu in al| respeets with the ZENECA Demerger shares, including the right toreceiveall dividends and other
distributions declared, made or paid in cespect of the ordinary share c;{inl of the Company. Unless 1CI Sharcholders liave sold or eransferred all their IC1 Ordinary shares,
they should rexain this document for reference pending receipt of a ZENECA PAL.

INDEBTEDNESS

The follawing sets out the combined borrowings and cash and bank balances of the Greur asatthe clase of business on 315t March, 1993 on the basisthatthe Demerger had
taken place immediately prior to that date, The Group had outstanding loan capita) totalling £2,107 million {of which £16 nullion was s:curcd‘) bank loans and overdrafts
of£2?6 million {of which £3 million was secured) and capital obligations undec finance leases o!lélo million. Includedinthe £2,107 million referred toaboveare amounts
duc from ZENECA to the ICI Group of approximately £2,089 million, On 14th April, 1993, asolsidiary of ZENECA issued shareswith a nominal value of £157 million,
the proceeds of which were used to teduce the smounts due from ZENBCA to the 1CT Group, On 1Sth Apeil, 1993 ZENECA refinanced its s{crlil:ig loans with the 1CL
Group of £1,364 million, througis the issue LY asubsidiary of ZENECA oféé.soﬂ million of notes. Part of the proceeds of such notes was deposited with a subsidiary of
the ICI Gtoup and, together with £1,300 million of the net procceds of the ZENECA ll‘if;hls Issue, will be applied o 29&11_‘unc. 1993 toward repayment ofthe 1.?5'00
million an]mun: rcfcrml to above as being due from ZENECA to the ICI Group, Save as lgcluud. there hias been no material chatge in indebtedness of ZBNECA since
31stMarch, 1993,

Save as aforesaid and apart from intra-Group liabilitics and certain matters described in note 32 in Past 8, neither the Company norany of jts subsidjarics had outstanding at
that date any mongages, charges, loan capital (whether ontstanding or ereated bist unissued), terin loams or other borrowings or indebicdness in the nature of borrowing,
including banl overdrafts, liabilities underacceprances (other than normal trade bills), acceptance credits, hire purchase or finance lease commitments, guarautecs orother
material enntingent labilities, As at 31st March, 1993, the Company itsclfliad not traded and had ne abilities. For the purposes of the above statement of indebtedness and
the cath balances refetred to below, amounts denominated in currelicies other than sterliug have been translated into stetling at the exchange rates ruling at the close of
business on 315t March, 1993,

The Group'scashandbank balsnices Sincluding £141 million held by ZENECA sinsurance subsidiarics, amajorpartof which is not readily available for che gencral purposes
of the Group) amounted o £313 million,

Naotice tu persons inthe United States
Thisdecumene i being fuenished to you salely for your use in evaloating thepropasals to be voted onat the Extraandinary Gencral Mecting of TCE Sharchulders tobe hheld
on 28th May, 1993 and shall not constitute an offer to sell of the solicitation of an offer tosubscribe for or purchase any securities.
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The Directors, whose names appearon page 4 of this document, accept responsibiluy forcheantormation
rontained in this docoment. To the best of the knowledge and belicf of the Direczars {who haveaaken
all reasonable care ro ensure thar suck is the case), the information contained in chis document As in
aceordance with the facts and docs not onic anythipg likely to affect the impon of such information.

In accordance with Section 143 of the Financial Services Act 1986, application has been made to the
Lor-Jon Stock Exchange for the admission of the ZENECA Demerger shares and ZENECA Rights shares
to the Official List, The application is subject to the Fass‘mg of the Resolution. The Resolution concerns
aprrval of the Den.erper proposals and certain related macters. 1t is expected that the Demerger, if
approved, will become effective on admission of the ZENECA Ordinary shares ta the Official Listat'the
Lemdon Stock Exchange on st June, 1993 and that dealings in the ZENECA Demerger shares, fully paid,
and in the ZENECA Rights shares, nil paid, will commence at that time, The London Stack Exchanpe
has agreed to permit dealings in the ZENECA Demerger shares, ZENECA Rights shares and ZiNECA
Rights shares nil paid, on a “when issued” basis. Sce Part 10,

8.G. Warburg & Co. Ltd. and Galdman Sachs International Limited are acting for ZENECA Group PLC
in rclation to the Intraduction and ZENECA Rights Issuc and are not acting for any other persons and
will not be responsible to such persons for providing protection afforded to customers of Warburgs or
Goldman Sachs or advising them on the contents of this decument or any matter referred to herein.

The distribution of this document in certain jurisdictions may be restricted by law, and persons into
whosc possession this document comes should inform themselves about, and observe, any such restrictions,
Any failure to comply with these restrictions may constituie a violation of the laws of such jurisdictions,

In connection with the ZENECA Rights Issue, 5.G. Warburg Securities, Goldman Sachs and Barclays de
Zoete Wedd (the “International Marﬁcﬁng Co-ordinators™)intend, subject to entering intotheagreement
with the Company referred to below, through two syndicates of international investment banks (the
“Syndicates") to solicit purchasers for, and themselves as principals to selt, fully paid ZENECA Ordinary
shares (or ADSs representing ZENECA Ordinary shares) ro investors outside the UK and the Republic
of Ireland prior to completion of the ZenECA Rights Issue. For the putpose of making such sales of
ZBNECA Ordinary shares, the International Marketing Co-ordinatars will (both before and after such
sales are made) purchase nil paid or, in certain circumstances, fully paid ZENECA Rights shares or wartants
representing nil paid rights to ADSs and, in the case of nil paidp ZENECA Rights shares, subscribe for
such ZENECA Rights shares. The Company proposes to enter into a2n agreement with the International
Marketing Co-ordinators pursuant o which it will agree to pay certain commissions to the International
Marketing Co-ordinators who will pay certain commissions to the participants in the Syndicates in
connection with such transactions, These transactions may be effected on the London Stock Exchange,
the New York Stock Exchange or otherwise. These marketing activities, if commenced, may be
discontinued atany time. The activities of the International Marketing Co-ordinators in relation to these
arrangements wil be carried on independently of any market-making activities carried on by them, The
Syndicate for the XJS will be Goldman, Sachs & Co., Barclaysde Zoete Wedd Incorporated, 5.G.Warburg,
Sccurities, Donaldson, Lufkin & Jenrette Securities Corporation, Merrill Lynch & Co., J.P, Morgan
Securities Inc., NatWest Securities Corporation, PaineWebber Incorporated and Smith Bamey, Harris
Upham & Co. Incorporated. The Syndicate for the rest of the world (excluding the UK and the
Republic of Ircland) will be S.G.Watburg Securities, Barclays de Zoete Wedd Limited, Goldman
Sachs International Limited, ABN AMRO Bank N,V., BNP Capital Markets Limited, Deutsche Bank
Aktiengesellschaft, Morgan Stanley International, Nikko Europe Plc and Swiss Bank Corporation.

The arrangements described above may commence at any time prior to the latest time for acceptance and
payment in full in respect of ZENECA Rights shares. An announcement will be made to the London Stock
Exchange and the New York Stock Exchange immediately prier to the time of such commencement.

Certain firms expected to be registered with the London Stock Exchange as market-makers in ZENECA
Demerger shares and ZENECA Rights shares who are connected with the Underwriters and certain of
the members of the Syndicates contemplated by the International Marketing Agreement may, as a
consequence of the application of US securities laws, be the subject of certain restrictions on their
market-making activitics during the five dealing days ending on the last date for acceptances. Sce
parageaph 14(k) of Part 11.

SOURCES OF INFORMATICON

All pro forma financial information relating to ZENECA hasbeen extracted or dertved from Part 9. All
other financial information relating to ZENECA has been either extracted orderived from the Accountants’
Report (Part 8) or prepared on a basis consistent with the information contained in that Report,

Except in refation to Pharmaceuticals and Agrochemicals (as to which, see “Statistical Data” on page
139) or where otherwise indicated, figures and percentages included in this document relating to ranking,
market size or market share are based on management estimates.
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Despatch of Zeneca PALs commences 29th May

Demerger Record Date 7.30 a.m. on 1st June

Demerger expected to become effective 8.30 a.m. on 1st June

Zeneca Rights Issue Record Date imniediately after the

Demerger becomes

effective on 1st June

Dealings in ZengcA Demerger shares and in Zienzca Rights

shares, nil paid, expected to commence?*

Definitive ZENEca Demerger share certificates

expected to be despatched on 4th June

8.30 a.m. on 1st June

Latest time for splitting Zeneca Rights shares, nil paid 3.00 p.m. on 17th June
Latest time for acceptance and payment in fuil
in respect of Zengeca Rights shares Midnight on 21st June

Latest time for splitting Zeneca Rights shares, fully paid ~ 3.00 p.m. on 8th July
Latest time for registration of renunciation of

Zzneca Rights shares 3.00 p.m. on 12¢th July
Definitive Zrneca Rights share certificates despatched by 12th August
*Dealings are cxpected to commence at 2,30 pm, on 12th May, 1993 on a “when issued" basis, as described
in paragraph 1 of Part 10,

All times stated in this decoment are London times unless otherwise indicated.
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Part 1

OVERVIEW

Fhe infarmations in this vverview should be sead it conjunction with the full text of this dacunaeny,
Jrom which it is derived.

ZeNeca isa major international bioscience business engaged in the research, development,
manufacture and marketing of ethical (prescription) pharmaceuticals, agricultural
chemicals, specialty chemicals, seeds and biological products. Its businesses are research
and technology intensive, have international development and marketing skills and have
a strong common science base.

ZeNeca was created by separating [CI's bioscience activities from its other chemical
operations, with effect from st January, 1993. Management expects ZENECA to benefit
from its conrinued strong cash flow, providing resources to invest in both its established
and developing activities and to build on its record of inventing and developing major new
commercial products,

ZENECA is committed to meeting customer nec'ls through focused investment in R&D. In
1992, R&D expenditure totalled £457 million, or approximately 11 per cent, of ZENECA's
sales. The Group has extensive technical resources which support manufacturing and
process technology capabilities. ZENEcA's businesses are also served by regulatory expertise
and extensive international marketing, sales and customer service networks.

ZeNeca’s trading profit before exceptional items for the year ended 31st December, 1992
was £,587 million on sales of £3,979 million. Exceptional items before taxation in 1992
amounted to £340 million. Products are manufactured in 25 countries worldwide and are
sold in over 100 counrics. In 1992, 41 per cent. of Group sales (by customer location)
were in the Americas, 33 per cent. in Continental Europe, 8 per cent. in the UK and 13
per cent, in Asia Pacific, Zeneca employed approximately 33,300 people at 31st December,
1992.

KEY FINANC!AL STATISTICS

'The financial information relating to ZenNeca sct out below has been extracted or
derived from Parts 8 and 9, on the bases set out therein,
Zeneca Rights Issue
Net proceeds £1,310 million
Price earnings multiple based on pro forma earnings per share
before exceptional items for year ended 31st December, 1992+ 13.3 times
Forecast net dividend per share in respect of 1993 27.5p
Gross yield based on forecast dividend in respect
of 1993+ 5.7%
Financial information on Zeneca Historical  Pro
Earnings per share before exceptional iteins for year forma
ended 31st December, 1992 48p 45p
Earnings per share after exceptional items for year
ended 31st December, 1992 11p 23p
As at 31st December, 1992
Pro forma sharcholders’ equity £1,522 million
Pro forma net indebtedness £391 million
Pro forma net gearing 25.7%
*based on issue price of 600p per Zeneca Rights share

ZEMECA




SUMMARY FINANCIAL RECORD

The summary combined financial information ser out below in relation to the ghree years
ended 315t December, 1990, 1991 and 1992 and turnover snformation for the yearsiended
31st December, 1988 and 1989 has been extracred from the audited summaristd combined
financial information contained in che Acconntants® Repoit {ser out in Parr 8) and should
be read in conjunction with, and is qualified in its entirety by reference to, the sontents of
that Report.

The summary combined financial information is presented on the basis that ICI's bioscience
businesses arc assumed to have beerr businesses of Zengca for all years presented or from
the date of acquisition by ICI or to the date of disposal by ICJ, as appropriate. Adjustments
have been made to, among other items, historical indebtedness, net interest and tax
amounts, as further described in the Accountants’ Report.

lEN ECA Year ended 315t December,

1988 1989 1990 1991 1992
Lm Lm Lm Lm £m

Turnover
Pharmaceuticals 1,106 1,268 1,375 1,552 1,607
Agrochemicals 1,122 1,276 1,289 1,316 1,288
Specialties 813 917 938 916 936

Trading and Miscellancous™ 266 293 208 145 148
3,307 3,754 3,810 3,929 3,979

Trading profit before

exceptional items
Pharmaceuticals 473 536 488
Agrochemicals 108 145 85
Specialties 34 29 26
Trading and Miscellancous® (15)  (28) (12)

600 682 587

Profit on ordinary activitics

before exceptional iters and taxation 431 527 442
Exceptional itemst® (77) 4 (340}
Profit on ordinary activitics

before taxation 354 531 102
Net profit for the financial year 222 345 80
Earnings per share before

exceptional items 40p  48p  48p
Earnings per share after

exceptional items 3p  48p 11p

Net cash inflow from
operating activities 779 726 682

(1) Trading and Miscellancous comprises the marketing and distribution of ICL Group products
undertaken by ZENECA, agency sales on behalf of third pardes, the results of the Group's
insurance operations, corpurate costs notallocaredta businessesand inter-classeliminations,

{2) Details of the cxccﬁational itets for the years ended 315t December 1950, 1991 and 1992 are
given in note 6 of the Accountates’ Report,

(3} The financial results of Seeds and Biological Products are included with those of
Agrochemicals and Specialties, respectively.




ZEMECA’S BUSINESSES
Pharmaceuticals

Pharmaceuticals, with 1992 sales of £1,607 million, is 2 large, innovative erhical
pharmaceuticals business with an cstablished record of new product invention and
commercialisation, It has leading positions in the sale of products in the cardiovascularand
anti-cancer thcrapcutic areas and intravenous anaesthetics, as well as a strong presence in
haspital antiseptrics, Pharmaceuticals’ principal cardiovascular products include Tenormin
and Zestril, the waorld’s Ica.dmg beta-blocker and the third largest selling ACE inhibitor,
respectively. Pharmaceuticals is also the world’s second largest supplier of anti-cancer
medicines, led by Nolvadex and Zoladex, which are leading products in the treatment of
breast and prostate cancer, respectively, Nolvadex is the world’s largest selling anti-cancer
medicine. Zoladex is the second largest selling LHRH analogue. Management believes
that Diprivan is the world’s largest selling intravenous anaesthetic.

Pharmaceuticals has a target of putting forward one new compound forregulatory approval
cach year. Research is concentrated in six therapeutic areas - cardiovascular, anti-cancer,
anti-infection, acthritis, respiratory and central nervous system — which draw upon
Pharmaceuticals’ existing expertise, Pharmaceuticals’ leading development products are
Merrem, Casodex, Accolste, Arimidex and Scroquel. Rescarch in Pharmaccuticals’
laboratories in the UK, US and France is complemented by its extensive international
clinical development capability.

Pharmaceuticals’ products are sold through a large, geographically balanced sales force
with marketing organisations covering the key therapeutic categories in all major markets.
Its products are sold in over 100 countries and it has approximately 12,600 employees
worldwide, R&D expenditure in 1992 was £256 million, representing approximately 16
per cent. of sales.

Agrochemicals

Agrochemicals (which for financial reporting purposes includes Sceds) is one of the
world’s largest suppliers of agricultural chemicals, with 1992 sales of £1,288 rmillion. It
manufactures and markets a broad range of herbicides, insecticides, fungicides and other
products. Agrochemicals has comprehensive geographical and product coverage, with sales
in 1992 of over £250 million in each of Europe, the Americas and the rest of the world.
The business has a proven record of introducing innovative new products and support for
its existing product range, derived from a strong science base which includes environmental
skills, Agrochemicals’ established product range includes Gramoxone, Fusilade and Karate,
and new products are in development which management believes have significant sales
potential. The business is R&D intensive, with expenditure (including that of Seeds)
totalling £140 million in 1992, representing approximately 11 per cent. of sales.
Agrochemicals has a well-developed international marketing network, selling products in
over 130 countries. The business employs approximately 7,700 people worldwide, Seeds
is a development business which aims to produce high added-value seed products for
farmess, food processors and distributors,

Specialties

Specialties (which for financial reporting purposes includes Biological Products) had 1992
sales of £936 million. Its businesses are based on core Zeneca technologies of organic
chemistry, coatings and biotechnology and share production facilities for organic
chemicals with. other ZEnkca businesses. Specialties operates established businesses in
colours, biocides, fine chemicals and effects and coatings, together with a portfolio of
development activities in biological products, Specialties’ businesses have leading positions
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in selected markets, offering mainly high value-sidded and often sustomised products.
Mamagement believes that Specialties ranks third in the world reacrive dyes maarket, Recent
psoduct introductions include the latest gcncrauon of Procion dyes and high werfastness
benzodifuranone dyes, It holds a leading position inihe world indigo saarket and is adoader
in the world leather finish marker. The resins business bas strong market positions in
watcr-based acrylics and ureshane resins, Specialties sells products in over 80 countries and
employs approximately 7,300 people. R&D expenditure in 1992 totalled £61 million,
representing approximately 7 per cent. of sales.

Biologisal Products, 2 development business, includes such innovative produces as Quorn,
a meat alternative, and Biopol biodegradable plastics, 2s well as Celimark Diagnostics, a
DNA genetic fingerprinting business,

ZENECACURRENT TRADING AND PROSPECTS

Zrngca's trading in 1993 has started ona fitm note, Tornover in the first quarter of 1993
was £,1,131 million, compared with £1,002 million in the first quarter of 1992, anincrease
of 13 per cent. Trading profit before exceptional items in the first quarter of 1993
was £204 million, compared with £180 million in 1992, an increase of 13 per cent,
Pharmaceuticals’ trading profit increased over the first quarter of 1992, with continued
strong growth in sales of Zestril, Zoladex, Nolvadex and Diprivan, despite a lower
contribution from Tenormin. Agrochemicals’ results were below 1992 tevels, while
Specialtics” trading results were ahead of those recorded in the first quarter of 1992. While
it is too carly in the year to express any definite views regarding the prospects for the full
year, the Directors of ZenEca are confident that the Group can build on the good seart to
the year,

The operating performance of the Zeneca businesses for the three months ended 31st
March, 1993 is summarised in Part 5 and was included in the first quarter results of the
ICI Group which were released on 29th April, 1993,

DIVIDENDS

The Board expects to declare ewo dividends in respect of each year. The first dividend ta
which holders of Zenrca Ordinary shares will be entitled is the first dividend in respect
of 1993, which is expreted to be paid before the end of 1993, In the absence of unforescen
cirumstances, the Board expects to declare dividends for the year ending 31st December,
1993 totalling not less than 27.5p {net of tax credit) per ZeNEca Crdinary share,

DEMERGER AND ZENECA RIGHTS ISSUE

Under the Demerger, Zengca Demerger shares will be distributed by way of dividend to
ICI Sharcholders on the basis of one Zeneca Demerger share for each ICE Ordinary share
held as at the Demerger Record Date, Zensca will chereafter raise approximately £1,310
million {rer of expenses) by way of a rights issue of Zrngca Rights shares to be offered to
Zeneca Sharcholders at a price of 600p per Zewzca Rights share on the basis of 5 Zuneca
Rights shares for every 16 ZenkcA Demerger shares held on the Zenzea Rights Issue
Record Date. The Zenrca Rights Issue has been underwritten by Warbnrgs, Barclays de
Zoete Wedd and Goldman Sachs, Asindicared below, £1,300 million of the net proceeds
of the Zrnrca Rights Issuc will be used toreduce Zunaca’s indebtedness to the ICE Group.

- et
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RELATIONSHIY WITH THE ICI GRDOUP

Following the Demerger, Zenega and ICI will each operate as scparate, publicly listed
graups and nejther Zeneca nor ICE will have any shareholding in the other. Sir Denys
Henderson, Chairman of the Company, is 2lso the Chairman of ICI, The Zengca and ICI
Groups have entered into arrangements for the provision of cestain goods and services and
the sharing of certain faciliries, which are to a Large éxtent transitional, and the licensing
and cross-licensing of certain technologics.

As at st January, 1993, Zeneca owed £1,923 million to the ICI Group, arising out of
the reorganisation of the ICI Group prior to the Demerger. This comprised borrowings
of £1,364 million and $850 million (£559 million), Qn 15th April, 1993, Zeneca issued
notes to an ICI Group company under a committed note purchase agreement, The notes
issucd on that date, which have a face value of £1,800 million, were issued principally to
refinance the £1,364 million referred to above and also to provide short term working
capital to ZENECA (see note 22 in Part 8). Part of the proceeds of such notes has been
deposited with the ICI Group at a markee-based rate of interest. £1,300 million of the net
proceeds of the Zizneca Rights Issue of approximately £1,310 million, together with the
amounts so deposited, will be applied toward repayment of the sterling indebtedness owed
to the ICI Group, comprising the notes currently in issue which mature on 29¢h June,
1993, The dollar indebredness is repayable by 2002 (or, at 1CI’s option, at any time after
1st June, 1995) and may be repaid at ZENECA’s option at any time after 4th January, 1994,
Zangca Limited will declare and pay a dividend of £,70 miilion (net of tax credit) to ICI
on 27th May, 1993,

ZENECA
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Part 2

GROUP STRATEGY

ZENECA aims to build on its position asa majorinternationa] bioscience grovp te generate
growing, sustainable profits and to reward sharebolders appropsiately.

ZENECW's strategic priorities are to:

@  develop new products that satisfy customer nceds and offer clear competitive
advantages through junovation, product extensions and appropriate co-operation
wich other partics

#  continue to exploit its global marketing networks in order to realise the commercial
potensial of its products

®  be cost-competitive in all of its business activities by efficiently directing resources
in R&D, manufacturing and marketing

©  concentrate the Group’s resources onan actively managed portfolio of businesses and
products which collectively offer the greatest potential for the Group's profitable
development

In pussuit of these objectives, Zeneca will seek to:

% complyinitsactivities with international safety, health and environmental standards
in a cost-effective manner

®  provide attractive employment conditions and career development opportunitics
for its staff and for the long-term benefit of the Group

The Group aims to enhance its development by exploitation of the commercial benefits
arising from the complementary nature of its core bioscience and organic chemistry
competencies and enabling technologies. This aim will be supported by making best use
of common resources such as rescarch and development, manufacturing and regulatory
expertise. ZENEcA will evaluate regularly the returns achieved by its constituent businesses
with a view to effective portfolio management.

In implementing its strategy, ZENECA will scek to direct its activities in the optimum
long-term interests of shareholders. The initial priority will be the vigorous development
of its Pharmaceuticals business and the selective pursuit of other profitable development
opportunities throughout the Group.
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Part 3

BUSINESSES
PHARMACEUTICALS

Pharriaceuticals is a large, innovative, ethical pharmaceuticals business with an established
record of new productinvention and commercialiszilon, Sales in 1992 were £1,607 million
and trading profit before exceptional items was £488 million. It has leading positions n
the sale of products in the cardiovascular and anti-cancer therapy areas and intravenous
anaesthetics, as well as a strong presence in hospiral antiseptics. Its principal cardiovascular
praduts include Tenormin and Zestril, respectively the world's leading beta-blocker and
the third largest selling ACE inhibitcr. Nolvadex and Zoladex, its principal anti-cancer
products, are leading products in the treatment of breast aiid prostate cancer, respectively,

Sales by main therapeutic area of Pharmaceuticals’ products for the last three vears are set
out below.

Year ended 31st December,

1990 1991 1992

Lm Lm Am

Cardiovascular 857 951 903
Anti-cancer 265 314 377
Anaesthetics 67 104 152
Anti-infectives and other products 186 183 175
Total 1,375 1,552 1,607

INDUSTRY BACKGRCQUND

The world market for cthical pharmacecuticals, which in 1991 was estimated at $190
billion, is concentrated in the major markets of the US, Japan and Western Europe, which
together accounted for 76 per cent. of sales, World sales of pharmaceuticals, of which
ethical pharmaceuticals form over 80 per cent., increased steadily during the 1980s,
growing at an annual compound rate of 13 per cent.. This resulted from a combination of
factors, including the ageing population in major markets and the introduction of a
number of significant innovations. The success of individual pharmaceutical companies has
depended largely on their ability to invent and develop geoducts which represent a
significant improvement on the efficacy or side-effect profiles of existing therapies or the
ability to introduce new therapies which provide a desirable and cost-effecrive alternative
to treatments such as surgery. The growth in the 1980s was achicved against the
background of increasing pressure to contain healthcare expenditure in many markets.

Management believes that, although the underlying factors driving industry growth during
the 1980s are continuing in the 1990s, regulatory pressures and price constraines are likely
to intensify. The most successful companies will have a combination of innevative research,
rapid product development, cost-cffective production and global marketing expertise.
Manzgement also believes that novel therapeutic solutions with well-defined benefits will
have increasing competitive advantages over undifferentiated therapies. The ability to
introduce products to the market ahead of competitors will be eritical, requiring efficient
management of resources, Marketing cfforts will need to adape to the shift in purchasing
power away from the individual prescriber and towards integrated healthcare providers,
especially in the US.
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STRATEGY

Pharmaceuticals’ principal objective ds sumiingd growth in profits from the discovery,
develapment, manufacture and nurketing of innovative presceiption mcdicines which
offer benefits for human healthcare,

Pharmaceuticals’ strategic priorities are 161

®  casure asteady flow of innovative new products wich the target of putting forward
one new compound for regulatory approval each yesr

®  continuc to focus R&D resources on the therapeutic areas in which it has established
strengths and to maintain R&D expenditure at appropriate levels

®  achicve rapid commercial development of new products and extensions of existing
products

@  cnhance the new product flow, where appropriate, by licensing, product swaps,
various forms of collaboration and sclected acquisitions

@  take full advantage of its geographical coverage and irtcrnational marketing
network

@  improve continually efficiency and cost-cffectiveness in all operacions, including
R&D, manufacturing and marketing

@  ensure that high safety standards are applied to all business operations

PRODUCTS

Pharmaceuticals currently markets five major products. Its three fast-growing products are
Zestril, Diprivan and Zoladex which together accounted for £545 million, or 34 per cent,,
of Pharmaceuticals” 1992 sales, Aggrepate sales of these three products grew by 54 per
cent. from 1990 to 1991 and by 41 per cent. from 1991 to 1992, Management believes
that each of these products has the potential for further growth. Pharmaceuticals will seek
to pursue the opportunities presented in the expanding market sectors into which each
product is sold by, for example, extending the indications for which each is approved and
continuing to develop improvements in product fonmulation and delivery, Sales of Zestril,
Diprivan and Zoladex for the last three years are set oue below.

Product Therapeutic area Year ended 315t December,
1990 1991 1992
Lm Lm £Lm
Zestril* Cardiovascular 142 223 294
Diprivan Anaesthetic 60 95 142
Zoladex Anti-cancer 49 69 109

*Includes combination products.

Nolvadex atid Tenormin, first launched in 1973 and 1976, respectively, vogether accounted
for £801million, or 50 per cent., of Pharmaceuticaly’ sales in 1992, compared with £898
willion in 1991 and £850 million in 1990, With the exception of Nolvadex in the 138,
roth of these products have lost patent protection in their najor markets. Management is
adopting 2 varicty of strategies on a market by market hunls to meet the increasing
competition from generic products which bas arisen upon patent expiry,
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Sales of Tenormin and Bolvadex for the last three years aze sex out belowe.

Producy Therupeutic area Year coded 31se December,

1920 1991 1992
£m Lm Lm

Tenormin® Cardiovascutar £34 653 534
Notvadex Anti-cancer 216 245 267

*Includes combination products,

Cardiovascular

Pharmaceuticals is a world leader in the developmene of medicines for the treatment
of cardiovascular disorders, which account for approximately 20 per cent. of cthical
pharmaceutical sales and form the largest therapeutic cacegory in the world pharmaceuticals
market. Pharmaccuticals has held this position since 1985 when it introduced fnderal, the
first commercially successful beta-blocket. Madicines to treat such disorders, particularly
hypertension, include beta-blockess, ACY inhibitors and calcium anagoniss,
Pharmaceuticals has buile on its position iz. s2les of medicines to treat hypertension with
the introduction of Tenormin in 1976 and Zestril in 1988, Pharmaceusicals has also
developed a range of combination products for the ireatment of hypertension, including
Tenoretic, Zestoretic and Nif-Ten,

Zestril

Zestril, sold under licence from Merck & Co. Inc., is an ACE inhibitor used in thetreatment
ol hypertension and congestive heart failure. In combination with a diuretic, it is also
marketed as Zestoretic, Since its launch in 1988, Zestri] has achieved an 8 per cent. share
of the worldwide plain and combination ACE inhibitor market, which grew from £1.9
billionin 1990 to £2.5 biltion in 1992, This position has beenachieved agzinst competicion
from two companies whose longer established products have market shares of 36 per cent.
and 26 per cent., respactively, Despite the entry of several new competitors in recent years,
Zestiril remains the world’s third Yargest selling ACE inhibitor, Management believes that
Zestril’s success is attributable to a number of factors, including its once-daily form of
administration and the strength of Pharmaccuticals’ markering network, promotional
effores and established reputation in the cardiovascular field, Managementalso believes that
Zestril/Zestoretic has considerable sales growth potential, based on expected underlying
growth in the ACE inhibitor market, the increased penetration by Zesttil of the Japanese
market and the use of Zestril in new indications, particularly congestive heart failure.

Sales of Zestril/Zestoretic by major market for thie last three years arc set out below,

Yearended 31st December,

1550 1991 1992
Lan £m Lm

us 92 134 154
Western Europe 45 76 114
Japan {Zestril only) - 3 10

Zestril is protected by pasents until at least 1999 in the US, Japan and in most of Western
Burope, Zestril/Zestoretic’s US market share increased from 10 per cent. in 1991 1o
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11 per cent. in 1992, despite the launch and active promotion of four compenang produces
during this period, Management belicves that this increase was due primanily to Zestil's
established reputation in the cardiovascular field togerher with the absence of any lear
superiarity of the newer entrants.

In February, 1993, the Advisory Committee of the FDA recommended the approval of
Zestril for use in congestive heart failure. Following such approval, Zestril will be ane of
three ACE inhibitors approved for use in this arge segment of the cardiovascular market
Pharmaceuticals has also filed for several product line extensions of Zestril/Zestoretic,

Zestril/Zestoretic has also experienced significant growth in Western Europe. Zestril js
presently one of the five largest plain ACE inhibitors by sales in each major Western
European market. Western European Zestoretic sales increased from £7 million in 1991
to £,21 million in 1992, an important part of the overall growth in sales in that region.
Zestril was launched in Japan, the second largest market for ACE inhibitors, in 1991,

Tenornin

Tenormin is a cardio-selective beta-blocker invented by Pharmaceuticals and used mainly
in the treacment of hypertension, ischaemic heart disease and abnormal heart rhythms.
Tenormin is one of the world’s largest selling prescription medicines and is the world's
largest selling beta-blocker, Tenoretic and Nif-Ten, which use Tenormin in combination
with a diuretic and a calcium antagonist, respectively, provide an enhanced effect in certain
indications.

Sales of Tenormin (including Tenormin combinations) by major market for the Jast three
years are sec out below.

Year ended 315t December,

199¢ 1991 1992

Lm Lim Lm

us 325 346 222
Western Europe 207 198 200
Japan 59 67 67

The patents for Tenormin have expired in all major markets, most recently the US, and
the product is now subject to competition from generic atenolol. Since the expiry of the
UK patent in January 1990 and the main US patent in September 1991, sales in those
markets have declined significantly and in the US the rate of nenetration by generic
ateniolol was faster than expected. Although sales of Tenormin in the US are expected to
continue to decline, management believes that the rate of decline has started to slow.
Geuneric atenolol has been available in Germany since 1988, in France since the end of
1991 aad was introduced in Japan in July 1992, Management believes that the high level
of brand loyalty, prescribing practices, or a combination of these factors may limit the
overall rate of decline in Tenotmin sales in markets outside the US compared with that
which has occurred in the US.

Pharmaccuticals has sought to meet competition from generic atenolo! through a range of
measures including strong brand promotion and patient care programmes, Pharmaceuticals
also introduced its own generic atenolol in the US shortly before the expiry of the main
"Tenormin patenit, [n addition, Pharmaceuticals has a well established range of combination
treatments. One of these, Tenoretic, is the leading bera-blocker/divretic combination
product on the US market,
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Inderal

fnderat, introduced in 1965, is a beta-blocker invented by Pharmaceuticals and fs nsed in
the treatment of hypertension and ischaemic heart disease, It is 2lso vsed 1o reat vestain
types of anxicty and to prevent migraine, Inderal is the third Jargest selling bera-blocker
worldwide even chaugh its patents expired in all major markets by 1984 and generic
propranolo} has been widely available in recent years. Management believes chat Inderal's
position is duc to its long established reputation and wide variety of uses. Pharmaceuticals’
sales of Inderal in 1990, 1991 and 1992 were £65 million, £63 million and £64 millien,
tespecrively.

Anti-Caacar

Pharmacenticals is the world's second largest supplier of anti~cancer medicines, led by its
products Zoladex and Nolvadex, World sales of anti-cancer medicines grew from £1.3
biflion in 1990 to £2.5 billion in 1992. Anti-cancer medicines are broadly classified as
cytostatic hormones, cytotoxic agents or immunomodulators. Zoladex and Nolvadex are
cytostatic hormones. This elass of treatments, which includes anti-oestrogens, LHRH
aralagues and anti-androgens, acts to create an adverse environment for the growth of
certain cancer cells either by manipulating hormone levels or by decressing hormone
activity. Cytostatic hormones have grown inimportance in recent years owing to increasing
evidence of efficacy, a more tolerable side-effect profile than cytatexic agents and because
their use is Jess tranmatic than surgery. They now account for approximacely 30 per cent.
of the world anti-cancer pharmaccutical market.

Zeoladex

Zoladex, an LHRH analogue, is used to treat prostate cancer a5 an alternative to surgical
castration or athee medical treacment. LHRH analogues were first introduced during the
mid-~1980s. Sales of this class of products grew from £ 160 million in 1990 te £289 million
in 1992, Management believes that this has resulted partly from patient prefercnce for this
form of treatment and paxtly from the cffectiveness of LHRH analogucs. Growth has also
resulted from a significant increase in the number of diagnosed cases of prostate cancer,
primarily due to the greater availability of screening techniques and the general publicity
surrounding medica! conditions associated with the prostate. There are currencly five major
brands of LHR¥ analogue in the market. Zoladex has the second largest worldwide market
share, with 24 per cent., compared with 43 per cent. held by the leading product.

Sales of Zoladex by major market for the last three years are set out below.

Year ended 3ist December,
15%0 1991 1992

Lm £ Lm
Us 5 12 19
Western Europe 43 52 70
Japan - 1 15

Since its launch in the UK in 1987, Zoladex has become the UK’s largest selling LHRH
analogue and it is second ot third largest in most of its other major markets, Zeladex sales
in the US and Japan have grown rapidly since it was aunched in chose councries in 1990
and 1991, respectively. In Japant, Zoladex was the second LHRH analogue oa the market
and the first in depot injection form,

Management believes that the application of LHRH avatogues, including Zoladex, in
cancer treatment will continue to grow with an ageing population, the increasing
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prcfcn:nc: for pharmaceurical treatment over surgical intervention and porentiatusein the
early stages of discase, Zoladex is also beneficial in the treatment of endometriosis and
advanced breast cancer, Approval for 1zse in these conditions has been olbrained or dsbeing
sought, In pasticular, Pharmaceuticals has recently received EDA approval for whe
use of Zoladex in the teatment of endometriosis, Since all LHRH analogues possess a
similar pharmacological profile, product development concentrates on the method of
administration, Zoladex and its principal competitors are administered by moxthly depot
injection and Pharmaceuticals is developing a long-acting depot injection, which would
represent a significant advance over existing delivery systems.

Zoladex is protected by patents covering the active ingredient and, separately, the depot
formulation, in the US, Japan, and widely in Western Europe, including France, Germany,
Italy (depot formulation only), The Netherlandsand the UK, Pharmaceuticals has taken or
will take advantage, where possible, of legislation providing for extended patent protection,
Patent extension is not available in Germany, where the patent on the acrive ingredient
expires in 1995, Apart from Germany, patent protection for the active ingredient will
expire in the above countries between 1997 and 2001, Patent protection for the depot
formulation will not expire until 2008 in the US and 2002 in the other countries referred
to above,

Nolvadex

Nolvadex is the world's largest selling anti-cancer medicine and is used predominantly in
the trearment of breast cancer. Nolvadex was invented by Pharmaceuticals and introduced
in 1973 as the world’s first anti-ocstrogen medicine to be registered for breast cancer
treatment. Management believes that Nolvadex is the most widely accepted hormonal
therapy in delaying a recutrence of breast cancer following mastectomy. Nolvadex has also
been shown to be effective in the treatment of metastatic breast cancer and as an alternative
to removal of ovaries and/or ovarian irradiation in pre-menopausal women.

Sales of Nolvadex by major market for the last three years are set oue below.

Year ended 31st December,

19%0 1991 1992

£Lm Lm Lm

us 108 137 150
‘Western Europe 50 50 53
Japan 47 48 52

Patznt protection for Nolvadex has expired in all markets othier than the US, where the
patentis due to expirein 2002, The patenthasbeen the subject of infringement proceedings
brought by Pharmaccuticals against a generic manufacturer, Barr Laboratories (“Barr®), in
the US courts and settied in March 1993, The terms of the scttlement include the
appointment of Barr as a non-exclusive distributor of generic tamoxifen in the US until
2002, with Pharmaceuticals manufactoring tamoxifen for sale by Barr from November
1993. Qutside the US, the product competes with generic tamoxifen, with the impact on
Nolvadex sales and market share varying between markets according to local conditions.
Nolvadex sales have continued to grow in Japan and France despite the introduction of
generic products. In the UK, Nolvadex now laas a stable share of the tamoxifen market.
In Italy, generic tamoxifen has been available since 1991 and is slowly affecting sales of
Nolvadex, while in Germany both sales and market share have declined since the
introduction in the mid-1980s of generic tamoxifen.
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Anaesthetics

Pharmaceuticals has a long history of involvement in the general anaesthesia marker,
primarily through the introduction into clinical practice in 1956 of the first modern
inhalational anaesthetic agent, Fluothane, which is still used worldwide, ‘The use of
anaestherics and intravenous sedatives falls into three broad categories: induction of
anaesthesia, maintenance of anaesthesia and sedation of intensive-carc patients.
Maintenance accounts far abour. half of the worldwide anaesthetics market, with sedation
accounting for about one third and induction the remainder. General amesthetics are
administered either by inhalation or by intravenous injection,

Diprivan

Diprivan, a unique injectable anaesthexic, is believed by management to be the world’s
largest-selling intravenous anaesthetic, Diprivan was first launched in 1986 in the UK and
its worldwide sales have grown from .£60 million in 1990 to £142 million in 1992.
Diprivan isused mainly in the induction and short-term maintenance of anaesthesia, where
it competes with inhalational anaesthetics, and it is also approved in a nomber of markets
for use in the sedation of intensive-care patients. The product is zapidly cleared from the
body, permitting patients to recover quickly from anaesthesia or sedation with limited
after-effects, making it particularly suitable to meet the increasing demand for out-patiens
surgery, as well as early eransfer from the recovery room to the ward,

Sales of Diprivan by major market for the last chiree years are set out below,

Year ended 31st December,

1990 1991 1992

L Lm Lm

Us 19 37 60
Western Europe K1 48 66

Management believes there are several opportunities to expand Diprivan’s use, including
further penctration as an induction and shert-term maintenance agent and possible use
in place of inhalational anaesthetics as 2 long-term maintenance agent. Furthermore,
management believes that Diprivan's advantages should position it to compete with
sedatives in the intensive-care market, Diprivan has been approved for use in intensive-care
sedation in several European markets, including the UK. In March 1993, Diprivan was
approved by the FDA for usc in intensive-care sedation. Pharmaceuticals is planning to
launch Diprivan in Japan in catly 1995.

Diprivan is protected by patents in the US and some countries of Western Burope, including
the UK, France and The Netherlands. The German patent expired in March 1993. In the
US and France, Pharmaceuticals has taken advantage of legislation to obtain extended
patent protection until 1996 and 2002, respectively, Similar extensions will be sought in
other markets, including the UK and The Netherlands, where these extensions will provide
patent protection until 2000. Management believes that this protection, together with the
complex manufacturing process and facilities required, may limit the attractiveness of
Diprivan and other injectable anacsthetics to generic competitors.
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AT Anti-Infectives and Other Products

5 Pharmaceuticals has had 3 significant presence in the antiseptics market singe the
Gerte mid-1940s, Its well-known hospital antiseptic, Hibitane, was introduced in 31954 and a
' PR companion product, Hibiscrub/ Hibiclens, was introduced in 1971, The antiseptics range A
generated sales of £73 million, £77 million and £77 million in 1990, 1991 and 1992, ¥

LA respectively. Other products include Apatef (1992 sales £45 million), an antibiotic nsed R
SRR mainly to treat and prevent serious infection in hospital patients, and which is sold
SRt under licence from Yamanouchi International Limited. Pharmaceuticals also sells the |8
s Yo 1V '\-’."’ anti-depressants Elavil (US only) and Vivalan (mainly in Europe). B

i RESEARCHAND DEVELOPMENT

- Pharmaccuticals has an established record of successful R&D. les R&D activities are aimed
Ll at generating a flow of new prescription medicines and preserving or enhancing the
e ZENECA competitive advantages and market position of existing products, i

In 1992, R&D cxpenditure represented approximately 16 per cent, of Pharmaceuticals’

PR SN sales, a proportion which is broadly in line with that of its major competitors,

L Pharmaceuticals employed 3,400 R&D personnel at the end of 1992, concentrated in the

AR UK and the US. R&D in the pharmaceuticals industry entails considerable uncertainty and

& is generally characterised by long product development periods and high development
costs.

s J i Pharmaceuticals’ R&D expenditure for the last three years is set out below.

ALY N o Year ended 315t December,
j“ 'llle‘\. : 1990 1991 1992
RURL I Lm Lm £Lm
gl Research 67 77 80
A Development 135 146 176

L] —

. T Total 202 223 256

Ry R&D expenditure as a percentage of
%y Pharmaceuticals’ sales 14.7% 14.4% 159% o

s F iy Pharmaceuticals’ research function aims to put forward for development, on average, six
/ compounds cach year. Research is focused on six selected therapeutic areas —
AL, cardiovascular, anti-cancer, anti-infection, arthritis, respiratory and central nervous system H
J ~— which draw upon Pharmaccuticals’ existing cxpertise. Projects that appear to be
Ly AR uncompetitive in terms of performance or that do not achieve their development targets
e are terminated at regular performance reviews. 5

LTI Pharmaceuticals works closely with academic insticucions and pharmaceutical companies -
to supplement its own research expertise. Such collaborations broaden the range of carly
exploratory rescarch and permit access to a wider base of scientists and new technologies,
S Pharmaccuticals secks to obtain appropriate commercial rights whenever possible to any g
PR resulting patents and technology. 0

ol The development process for a pharmaceutical product involves a preclinical evaluation o
o phase followed by several phases of heman clinical development. The time taken in the

: . different development phases may vary depending npon the nature and intended use of i

el e the compound and the nature and extent of the clinical trials required. In Phase I, a .

’ compound is tested in a small group of healthy voluntecrs for safety, side-effects and s




pharmacological profile. In Phase I studies, 2 compound is tested in a limited number of
patients for safery, efficacy, and appropriate dosage. In Phase 11, 2 compound is tested in
a larger diverse group of patients to assess safety, efficacy, side effeess and dosage ina
stapistically significant fashion, The results of these clinical trials are submitted ro
appropriste regulatory bodies with che objective of obtaining approval to sell the
compound, After commercial launch, Phase IV trials are often begun to monitor the safety
and efficacy of the product in large paticnt bases, A compound may fail at any stage in this
process,

Industry seatisticsindicate that only a small proportion of compounds entering developraent
succeeds in reaching the market, and there can be no guarsntee that the compounds in
development will survive the development process and obtain necessary approvals for sale,
Pharmaceuticals’ development process has taken, on average, between 8 and 11 years from
the start of development to submission of an applicavion for regulatory authorisation. In
1991, Pharmaceuticals intvoduced a programme designsd to reduce the average
development time to under 7 years, with intermediate targets such as first human
administration in 14 months,

As in the case of research, collaboration also plays an important part in Pharmaceuricals’
development activities, For example, the active ingredient in Merrem, Pharmaceuticals’
new antibiotic in Phase III development, was invented by Sumitome Pharmaceuticals
Company Limited, researched by Pharmaceuticals and Sumitomo and subsequently jointly
developed.

Product Pipeline

Pharmaceuticals has 13 new chemical entities (“NCEs”) in human clinical development,
Five NCEs will be in Phase III clinical development during 1993 with applications for
approval expected in the nextthree years, Anadditional eight NCEsarein PhaseI or IThuman
clinical development, Management believes chat several of the development compounds are
innovative and that, in some cases, Pharmacenticals is well positioned to apply for approval
ahead of competitors.

In Pharmaceuticals’ major markets, the NCEs in human clinical development are protected
by patents or patent applications owned cither by Zeneca or by third patties who have
licensed the relevant rights to ZENECA. In most cases, patent protection covers the active
ingredient.

The following table shows the main new products and product line extensions for which
regulatory filings are expected to be made before 1996 in one or more major markets, The
time beeween filing and regulatory approval is typically one to two years, except in the US
vhereitis two to four years.

Expected filing pre-1996

Product name Type of praduct Main area of use
Mertem Catbapenem antibiotic Bactetial infection
Accolate Leukotriene antagonist Asthma
Casodex Oral anti-androgen Prostate cancer
Zoladex Long-acting depot injection of Prostate cancer
LHRH analogue
Arimidex Aromatase inhibitor Dreast cancer
Seroquel Dopamine and serotonin antagonist Schizophrenia

The extension of Pharmaccuticals’ produce lines represents an important aspect of its
strategy. This can be done by extending the range of existing products to new indicarions,
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increasing she effecriveness of 2 product {for example by combining dt with «ther
compounds), improving the method ofadministrationorenlarging the rangecidosages,mses
and formulasions, Pharmaceuticals hasa nurnber of product extensions for whichregulatory
approval has recently been obtained or applied for, or for which regulatory approval will e
sought during the next two years, For example, enhancements to Zestril include its secent
combination with various doses of a diuretic to improve prescribing flexibility. Further
enhancementsinclude the registrations of a Tow dosage formulation of Zestril for initdation
of ACE inhibitor therapy. Planned line extensions for Zoladex include improved
administrationthrough long-acting depotformulationsand useinadvanced pre-menopausal
breast cancer. Planned enhancements for Diprivan include improved delivery systemsand
an addicional formulation for use in intensive-care sedation 2nd in long-term maintenance
of anaesthesia,

Anti-Cancer

Pharmaceuricals has five productsin clinical development for the treatment of cancer.

Casodex

Casodex is an orally administered anti-androgen being developed for the treatment of
advanced prostate cancer. Itis in Phase Il clinical trials with first regulatory filings expected
in 1994, Anti-androgens are generally used for hormone-dependent advanced prostate
cancer or where it is particularly desirable to maintain libido.

Casodex has shown significant efficacy in once-daily dosage with high receptor selectivity
and good patient tolerance, in particular, minimal gastrointestinal side effects and a low
incidence of decreased libido. This contrasts ‘with existing anti-androgen therapies which
require more complex dosage schedulesand/or show a higher incidence of side effects.

Phase III trials ace under way to test whether Casodex, given at higher doses, can replace
cither LHRH analogues or surgical castration as the primary treatment for prostate cancer.
Clinical studies have shown that at higher doses Casodex reduces levels of 2 biochemical
marker for prostate disease, prostate-specific antigen, to levels achieved by LHRH therapy
and surgical castration, Casodex’s ability to achieve the therapeutic benefits of these existing
therapies, withouc certain of the side effects, loss of libido or other consequences of existing
therapies, would represent a significant advance. Casodex is also being developed for
administration in a combination therapy with LHRH analogues such as Zoladex.

Arimidex

Arimidex is a potent aromatase inhibitor which prevents the non-ovarian synthesis of the
hormone oestrogen. It isbeing developed forthetreatment of breast cancer. Itistaken orally,
is selective and does not interfere with adrenal steroid biosynthesis, Clinical studies have
shown Arimidex to be well tolerated and effective in reducing circulating oestrogen levels,
and it should therefore be effective in preventing the growth of breast cancer in
post-menopausal women. Phase IT1 studies will commence this year in the US and Burope.
The target date for the first regulatory filing is carly 1995. Arimidex shows selectivity and
potency in blocking the enzyme responsible for oestrogen syntliesis.

ZD 1694

ZD 1694, a novel cytotoxic agent, inhibits the enzyme thymidylate synthase, thereby
limiting growth of cancer cells, Phase 11 efficacy studics have recently commenced in the
treatment of lung, colo-rectal, hepatic, breastand ovarian cancer.
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Qther Anti-Qoncer Products

The table below sets out the other aati-cancer products swhich Phapmaceuticals has in
clinizal development.

. Current
Nzme Class of Product Indication Phase
Zepeea 182,780 Injectable steroidal Advanced breast cancer I
anti-ocstrogen
2D 04490 Ricin A Immunotoxin Calo-rectal cancer i

Anti-Infection
Merrem

Merrem is the first DHP stable carbapenem antibiotic with an ultra-broad spectrum of
activity, Pharmaceuticals filed for regulatory approval in Italy at the end of 1992 and,
subject to approval, plans to launch Merrem there in early 1994, Pharmaceuticals plans to
file for regulatory approval of Metrem in other European countries and the US, with the
objective of launch during 1994 and early 1995, Merrem is in Phase III clinical trials in
the US, Meropenem, the active ingredient, was invented by Sumitomo Pharmacetticals
Company Limited in Japan. Pharmaceuticals subsequently became involved with
collaborative research and development of the compound. Pharmaceaticals has a licence
from Sumitomo to market Merrem in most territories outside Japan.

Carbapenem anti-infectives are a new sector of the injectable antibiotic market which has
grown rapidly due to their ultra-broad spectrum of activity. The only commercially
available carbapenem was launched in 1985 and by 1992 its estimated sales were over $500
million. Merrem has exhibited a number of advantages over that product and certain other
hospiral antibiotics, including a broader spectrum of activity, greater potential for use asa
monotherapy in severe infections, a better side effect profile and greater case of use.
Management does not cxpect that any DHP stable carbapenem antibiotic or other
competing product with similar characteristics and cfficacy to Merrem will be launched
for two to theee years.

ZD 0870

ZID 0870 is a potent, broad spectrum azole anti-fungal agent in Phase I studies, being
developed for the oral and injectable treatment of systemic mycoses.

Respiratory

Pharmaceuticals has four products in clinical trials for the treatment of asthma and other
pulmonary discases.

Accolate

Accolate is a potent, selective peptide leukotriene antagonist being developed for use in
the treatment of asthma, a discase which is estimated to affect up to 5 per cent. of adults
and 10 per cent. of children in most major markets. Leukotrienes are substances that cause
the bronchoconstriction typical of an asthmatic attack and help in triggering inflammation
and mucous secrction in the lungs. Current treatments for asthma include broncho-dilators,
steroids, theophylline and cromoglycate and serve a market estimated by management to
exceed 2.5 billion. Accolate is currently in Phase III clinical trials in Evtope and the US
and is being developed as an orally active treatment which has to be given only twice a
day, an important advantage in the treatment of asthma, The first regulatory filing for
Accolate is currently anticipated for the end of 1994, An extensive Phase 1t programme

21

oedg s 1 \: I [N sy - i " P At .3 HTINIEY
. i‘r'u\; : 0 ; | } 3 b AP‘»"‘:!E’-“‘:. )

ZENECA




ZENECA

A

¥

has demonstrated the effectiveness of Accolate in blocking bronchocoustristion caused by
leukotrienes and other challenges. Clinical resuits to date have shown good patient
telerance, improved pulmonary functions, reduced night-time waking, fewer attacks and
less frequent usc of inhaled broncho-dilators. Accolate 2lso has potential application as a
treatment for huy-fever.

Several compatitars are believed to have leukotriene antagonists in clinical development,
but management believes that, outside Japan, Accolate is at a more advanced stage of its
clinical development than the other comparable compounds.

Other Respiratory Products

Pharmaceuticals’ other respiratory praducts in clinical development are set out below,

Name Class of Product Indication C;l:rent
As0
Zeneca 200,880 Enhibitor of the enzyme human Adule respiratory n
neutrophil elastase distress syndrome
ZD 2138 Inhibicor of the enzyme Asthma 1
5-lipoxygenase (
ZD 3523 Leukotricne receptor antagonist Asthma 1

Central Noervous Systam
Seroquel

Seroquel, = dopamine and serotonin antagonist, is being developed for the treatment of
schizophrenia and other psychotic disorders, In Phase II trials involving over 400 patients,
Seroquel has been shown to be effective and generally well toleraced. Seroquel will enter
Phase III trials this year, The first regulatory filings are currently anticipated by the end
of 1995, The compound is designed to be an improvement on existing agents by reducing
the incidence of serious side effects. Management believes that the world market for the
pharmaceutical treatment of psychotic disorders is currently valued at approximately £600
million,

Arthritis
ZD 2138

ZD 2138 is a highly potent and selective inhibitor of the enzyme 5-lipoxygenase which
is believed to Be important in arthritis, asthimna and some other inflammatory conditions.
Phase IT clinical studies are under way and encouraging preliminary results kave been
obtained in treating rheumatoid acthritis. To date the product has been well tolerated.

Management believes that a competing product which is in Phase Iil development has
shown cfficacy in early studies of asthma and in inflammatory bowel disease, but it appears
to be less potent and requires administration two to four times a day. Management believes
that the principal advantages of ZD 2138 will be its once-daily admiuistration and its
highly selective action.
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PP Cardjovascular
ZD 7288

e Z1) 7288 isa sino-atrial node modulator and is being developed for the treatment of angina
! pectoris, Tr has a novel, selective action on the cardiac pacemaker cells, which should
‘ provide a therapeutic advantage over calcium antagonists and beta-blockers and make v
i ZD 7288 particularly suitable for angina patienats. Phase I studies showed that ZD 7288 '
significantly reduces exercise heart rate to a level at which anti-anginal efficacy should be
R demonstrated and that the drug was well tolerated, Phase I studies in angina patients will -
L) commence in Burope during 1993, ;

Lo SALES AND MARKETING gs

" . Pharmaceuticals has invested significant resources in developing an extensive worldwide

. sales and marketing network, with products sold in over 100 countries. The business has ZENECA
e ‘ a strong presence in the US and in each of the major Western European markets and

operates in all other important pharmaceutical markets. Recent initiatives to expand the

sales and marketing network include the formation of local teams in several Eastern

o : European countries, Turkey, South Korea and the People’s Republic of China.

kF BT Pharmaceuticals’ sales and marketing personnel by major territory as at 31st December, al
i M 1992 are set out below,

e A Western Burope (including HQ) 2,000 j

; Us 1,400 iy
o dme japan 600 pERS
‘ Other 400 :
gt Total 4,400

, Pharmaceuticals’ marketing plans for new products are developed on an international i
fit basis, with detailed planning beginning in the early stages of clinical trials, As product )
development and trials proceed, research is conducted in individual markets to establish e
the appropriate marketing strategies, taking into account such issues as the competitive i
T environment and healthcare economics. Concurrently, medical communities are kept &
ol informed of the progress of new developments through scientific conferences and

i publications.
it

g DN Once product development is complete and regulatory approval obtained, products are ;
’, ’ launched in the principal world markets as rapidly as possible. Sales and marketing plans )
are adapted by Pharmaceuticals’ territorial subsidiaries to the needs of individual markets.

3 Pharmaceuticals reviews its marketing strategies throughout a product’s life cycle to
‘. optimise sales and profits by developing new uses and fornyalations and by giving particular o
MR attention to changes in medical needs. :

oy In most of its major markets, Pharmaceuticals maintains separate sales forces to target the i
bl primary care (general practitioners) and secondary care (hospital and specialist) sectors, i
; ' These sales forces receive continuous training to maintain up-to-date medical knowledge L
o and kiigh sales and marketing standards. Where profitable opportunities exist and diffcrent )
' ‘ expertt.s may be required, Pharmaccuticals enlarges its sales coverage through licences
y with third parties, Pharmmaceuticals has recently entered into separate promotional
1 agreements with Antersham International plc (“Amersham”) and with Miles Inc. (“Miles”). S
a subsidiary of Bayer AG, Under the agreement with Amersham, Pharmaceuticals will &
N promote Amersham’s palliativé treatment for cancer-related bone pain, Metastron, initially [3%
to certain physicians who treat prostate cancer. Amershain’s responsibilities will include vas
i
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the manufacture and distribution of Metastron, which has been approved oz apatketing dn
a number of countries including the DK and js awaiting approval from che ¥DA for
martketing in the US, Under the agresment with Males, Pharmaceoticals sl jojndy
promote Cipro, 3 quinolone antibiotic which was first Taunched by Milis dn 3987,
Management believes that the agreement with Miles will enable Pharmucesticals to build
on its long-term commitment to the anti-infective therapeutic area,

Fharmaceuticals’ cardiovascular portfolio is marketed primarily to general practitioners
and specialist cardiologists, whereas the anti-cancer portfolio, Diprivan and the
anti-infectives are marketed to hospital specialists. Marketing efforts are also directed
towards explaining the cconomic and therapeutic benefits of Pharmaceuticals® products to
healthcare buying groups such as Health Maintenance Organisations in the US, trost
hospitals and budget-holding medical groups in the UK, and insurance groups in Germany,
Marketing and sales efforts in all markets are periodically reviewed in the light of the
developing product pipeline and forecast chamges in the competitive and regulatory
environment. For example, Pharmaccuticals expanded the primary care sales network
ahead of the launch of Zestril, adapted the hospital sales force to the marketing of Diprivan
and established specialist sales forces for Zoladex.

Management believes that Pharmaceuticals’ international sales and marketing organisation
is well balanced both ycographically across the major markets and between central and
local resources and expertise. It also believes that Pharmaceuticals® sales and marketing
strategies, combined with its product development capabilities and established reputation,
have been important factors in the profitable growth of the business.

COMPETITION

Pharmaceuticals is subject to competition from alternative therapies or products of other
international research-based pharmaceutical companies and research-based biotechnology
companies. In addition, Pharmaceuticals competes in certain markets with manufacturers
of generic products who typically do not incur significant rescarch and development costs
and consequently offer generic products at prices considerably lower than those prevailing
when patent protection is available.

Pharmaceuticals’ competitive position depends in part upon its ability to develop
innovative, cost-effective new products, as well as new indications for, and improvements
on, existing products. Its competitive position also depends upon, among other things, its
ability to compete on the basis of price and to maintain a reputation for quality, «fficacy
and cost-cffectiveness with the purchasing groups to which its products are targeted, as
well as the wider group of customers whickh includes pharmacies, wholesale dealers,
hospitals and insurers.

In addition, Pharmaceuticals’ ability to attract and retain qualified scientific and other
personnel, to develop and implement production and marketing plans, to obtain and
maintain patent protection inits significanc markets and to secure adequate capital resources

is also expected to be an important competitive factor.
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AGROCHEMICALS

Agrochemicals is ane of the world’s largese suppliers of agricaltural chemicals with 1992
sales of £1,288 million and trading profic before exceptional items of £85 million. Its
products comprise mainly b :tbicides, insecticides and fungicides. Other products include
garden produces, rodenticides il plant growth wrgulators. Agrochemicals' principal
products include the herbicides Gramoxone and Fisilade, and Karate, an insecticide.

The financial results of Agrochemicals include those of Seeds, which is described under
“Development Businesses”, Agrochenticals’ sales for the last three years are ser out below.

Year ended 35t December,
1990 1991 1992
£m £m Lm

Herbicides 639 633 623
Insecticides 248 299 262
Fungicides 143 136 158
Seeds 129 139 134
Other agricultural

chemicals 130 109 i1
Tatal 1,289 1,316 1,298

Agrochemicals has comprehensive geographical and product coverage, with sales in 1992
of £489 million in the Americas, £524 million in Europe and £275 million in the rest of
the world, and a product range covering key weeds, diseases and pests in most major crops.
Management believes that the scale of Agrochemicals' operations and the breadth of its
international network enasble it to develop products cost-effectively and to bring them
quickly to the market. Agrochemicals has leading positions in Latin America and the Asia
Pacificregion and is firmly established in the expanding non-selective herbicide scctor.

The business has a strong R&D base and a proven record in introducing innovative new
products, Agrochemicals’ R&D and environmental skills are essential to developing new
products, extending its existing product range and achicving product registration and
re-registravion. The ability to obtain registration and re-registration is an increasingly
important competence and one in which management believes Agrochemicals has a
competitive advantage.

Planned extensions of the existing product range, and development products such as
Touchdown, Surpass and 5504, a non-selective contact herbicide, pre-emergence maize
herbicide and broad-spectrum fungicide, respectively, are believed by management to offer
profitable growth opportunities. The manufacturing, marketing and administration
functions are subject to a continuing rationalisation progranmune to reduce Agrochemicals’
cost base and improve its cost-effectiveness.

INDUSTRY BACKGROUND

Agricultural chemical products ave designed to improve crop yields and food quality and ro
reduce storage losses, The world market in 1991 was estimated to be valued at $27 billion, of
which the US, Western Burope and Japan together accounted for 68 per cent. Ir. developed
countries, the agricultural chemicals industry is in 2 mature stage. The industry is relatively
concentrated, with the ten largest companics now accounting foraround 70 per cent, of total
worldvide sales. The principal manufacturers of agricultural chemicals are mainly units of
large, integrated chemical companies based in Western Europe wnd North America.
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Reglone

Reglone, 3 non-selective coptact herbicide, js used as 2 crop desiceant to 2liow «casier
harvesting of such crops as potatees, sunflowers and oilseed z2pe and 1o reduce dryang
costs, Its particular strengths arc its speed of action and reliability, Adthough Reglone
ceased 1o be effectively protected by patents by the beginning of the 1980, management
believes that the complexity of the manufacturing processes, together with Agrochemica]s®
process technology, have limited generic competition. Western Europe, Eastern Europe
and North America accounted for 51 per cent., 13 per cent, and 9 per cent, of sales of
Reglone in 1992, respectively,

Eradicane/Eptam

Eradicane and Eptam, which are based on the same active ingredient, are herbicides
incorporated into the soil prior to planting and are used to control 2 wide range of grasses
and some broadleaf weeds, Eradicane isused in maize, a major crop sector in the agricultural
chemicals marker, and Eptam is used on a range of broadleat crops. The US and Eastern
Europe accounted for 73 per cent. of combined sales of Eradicane and Eptam in 1992,
Demand for Eradicane has fallen in recent years due to US tnarket conditions favouring
sales of competitors’ products and to a shortage of foreign exchange in the Commonwealth
of Independent States (the “CIS™), Steps are being taken that should improve the long-term
profitability of Agrochemicals’ maize herbicide business, including a rationalisation of its
cost base.

Otlier lrerhicides

Agrochemicals has a range of other herbicides, including Ordram, Flex, Grasp, Boxer and
Racer. Ordram is a long-established herbicide used on rice and is sold primarily in the US,
Japan, Brazil, the CIS and the People’s Republic of China. Flex is a post-emergence
selective herbicide used to control broadleaf weedls in broadleaf crops, principally soya, and
management believes that it has a leading market share in South America and Western
Europe. Agrochemicals plans to cxpand production capacity for Flex. Grasp,
post-emergence wild oat herbicide for use in cereals, was launched as Achieve in Canada,
its largest market, in 1992, Bover is used to control grasses and broadleaf weeds in winter
cereals, and Racer is used mainly on sunflowers and potatoes.

Insecticides

Insecticides control various types of insect pests, They arc used on chewing pests, such as
caterpillars and rootworms, which would otherwise damage crops such as maize, cotton,
rice, fruit and vegetables. They are also used to control sucking pests such as aphids which
transmit yield-threatening viral discases and cause quality problems following the harvest.

Agrochemicals’ main insecticides ate the Karate, Ambush and Cymbush groupand Pirimor.
The former group belongs to a class of insecticides known as synthetic pyrethroids, which
display lower mammalian toxicity and higher activity than most other insecticides in
common use. Agrochemicals has an cstimated 20 to 25 per cent, share of the world
synthetic pyrethroid market sector, The products are used in both the agriculeural and
public health areas.

Karate

Karate, a pyrechroid insecticide, is Agrochemicals® largest selling insecticide. Pyrethreid
insecticides are one of the faster-growing sectors of the insecticide markat, Karate was
invented by Agrochemicalsin 1982 and is protected by patents in most of the major markets
in which it is sold, except the People’s Republic of China, until at least 1998, Management
believes that Karate’s competitive advantage comes from superior cfficacy and a wide
spectruin of pest control. Major crops treated are cotton, maize, oilsceds and cereals.
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The US accounted for 26 per cent. of Kazate's sales in 1992. Other major markets are
Frange, the People’s Republic of Chins, Germany, the CIS, Pakistan 2nd Brazil.

Anmbush, Cymbysh, Pirimor and others

Ambush has a wide range of applications, including use on vegetables, soya, fruit, tomatoes
and specialty crops. Cymbush is used mainly an cotton. Piximor is a specific aphicide used
on a wide range of cerzal, vegetable and tzee crops, It acts rapidly on aphids while having
minimal effects on predator insects (for example, ladybirds) or plant pollinators (for
example, bees) and its low residues enable crops to be harvested relatively shortly after
spraying, Other insccticides supplied include Force, Dyfonate and Actellic. Foree and
Dyfonate have a significant share of US sales of maize insecticides, Actellic, a broad
spectrum insecticide, is sold into specialised market sectors, including stored grain and
public health,

ZENECA

Fungicides

Fungicides control plant diseases which affect crop yields, such as cereal mildews, rice blast
and potato blight. Fungicide treatments also improve qualizy as well as yield in many crops,
for example by controiling mildew on grapes and scab on apples,

Agrochemicals’ main fungicides are Impact and Plancte. Impact is used on wheat and
batley and the majority of sales are in France, the UK and the CIS. Impact is also used in
many European countries, mainly on sugar beet and oilseed rape. Plancte was launched in
France in 1989 as a successor to Impact for use on wheat. It is the basis of a product range
which is cffective against all major wheat fungal diseases. Registration for use of Plancte
on wheat in other European countries is currently planned. Sales of Impact have been static
in recent years, reflecting in part its substitution by Planete in France.

Other important fungicides produced by Agrochemicals include Anvil, captan and
cthirimol. Anvil is a broad spectrum fungicide with the same active ingredient as Planete.
It is used on many crops and its major markets are Italy, France, South Korea and Japau.
New registrations are being sought, for example for use on bananas in Central and South
America, Captan, a long-established, broad spectrum fungicide, is sold into the vegetable,
orchard fruit and sced treatment sectors worldwide. Ethirimol controls mildew on cereals
and is sold primarily in Europe, both 25 a foliar and seed treatment.

Other Agricultural Chemicals

Agrochemicals continues to develop and market insecticides and rodenticides for the public
health scctor, building on its strengths in its main markets, In the public health sector,
insecticides arc used to control mosquitoes, sandflies and other insects that spread disease
and rodenticides kill rats, mice and other vermin which carry fatal diseases and consume
and contaminate foodstuffs. Agrochemicals also sells a range of garden chemicals and
related products to the UK retail market.

SALES AND MARKETING

Agrochemicals has marketing organisations in most of its major markets, with dedicated
sales forces which also offer customer and technical service, product promoetion and market
support. Agrochemicals’ products are sold to the end-user through independent distributors
and dealers, most of whom also handle other manufacturers' products. Management
believes that this marketing network enables Agrochemicals to launch its products quickly
and effectively and to exploit its range of existing products,
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RESEARCHAND DEVELOPMENT

In 1992, Agrochemicals’ R&D expenditure {including that of Seeds) represented
approximately 11 per cent. of Agrochemicals® sales, a proportion thathas remainedthroadly
stable over the last three years, Agrochemicals’ R&D has been directed towards providing
innovative and differentiated products that respond to the growing requirements for
environmenially benign, safer and more effective products and formulasions, Between
1280 and 1990, Agrochemicals introduced 18 new active ingredients ro the market, which
compares favourably with its competitors. Since its product range is relatively complete
and registration costs are high, Agrochemicals has become increasingly selective in its
choice of development candidates, enabling Agrochemicals to devote greater resources to
extending the uses and maintaining the registrations of existing products.

Agrochemicals’ principal areas of R&D expertisc are chemical design and synthesis,
environmental science, biological characterisation and formulation chemistry,
Agrochemicals’ new product introduction and re-registration performance has benefited
from these strengths and from the toxicological and process technology skills available
within Zenzca at the Central Toxicology Laboratory, the Brixham Environmentil
Laboratory and its manufacturing operations. Management belicves that Agrochemicals®
environmental expertise provides a competitive advantage in developing environmentatly
benign products.

Agrochemicals’ rescarch is concentrated in the UK and the US, enabling Agrochemicalsto
draw on different scientific approaches and to recruit from a broader scientific community.
Agrochemicals also operates a worldwide network of field stations designed to allow
year-round testing on major crops, pests, weeds and diseases. Agrochemicals (including
Seeds) employed 2,300 R&D personnel at the end of 1992,

The entire process from the decision to develop a new compound through to registration
and launch into the markee typically takes between seven and ten years. This process
involves a complex interaction between scientific expertise and skills in production,
marketing and regulatory management. Agrochemicals uses its international experience
of managing this process with a view to achieving speed and sccurity of registration,
cost-effective manufacturing and reinforcing its competitive position. Development costs
cover both the costs of developing new products and the costs of re-registering and
expanding the coverage of existing products,

Agrochemicals’ R&D expenditure (including that of Sceds) for the last three years is set
out below.

Year ended 315t Decener,

1990 1991 1992

Lm £4m Lm

Research 47 50 46
Development 89 83 94
Total 136 133 140
R&D expenditure as a percentage of o
Agrochemicals’ sales 10.6% 10.1% 10.9%

Davelopment Products

Agrochemicals’ most important compounds, currently in various stages of market and
technical development, arc described below. Tt is not possible to predict the extent to which
Agrochemicals’ development stage products will progress in the market.

30




Touchdown

Touchdown is a pen-selective herbicide which complements Gramoxone and is expected
1 strengehen Agrochemicals' position in this market sector. Touchdown hasalready been
laanched in 2 number of countries including the US, Japan, France and Spain and is
expected to be marketed in more than 35 countries in 1993, sometimes under other brand
pames, Touchdown is sold in the US under licence,

Surpass

Surpass, ZeNECA’s main trade mark for acetochlor, is a pre-emergence maize herbicide
which will complement Agrochemicals’ maize herbicide, Eradicane. Agrochemicals has
recently formed partnerships with Monsanto for the registration and production of
acetochlor, which are expected by management to create economies of scale and to
enhance the prospects of securing US regulatory approval in time for the 1994 season,
Agrochemicals has licensed its safener technology te Monsanto to permic the
commercialisation of acetochlor for use on maize in the US. Acetochlor is currendy being
sold by Agrochemicals in Eastern Europe, the CIS, Argentina and South Africa.

5504

5504 is a broad spectrum fungicide developed from a novel area of chemistry known as
methoxyacrylates. Agrochemicals has obtained or applied for patent protection relating to
5504 in all of its major markets. Management believes this is likely to be one of the first
products from this area of chemistry. Management plans to develop 2 range of products
based on this chemistry. The compound has advantages such as a new mode of action to
control diseases not adequately treated by existing products. In tests to date, it has shown
a promising toxicological and environmental profile. 5504 is potentially well suited for
cereals and has possible applications in fungicide scctors such as rice, vegetables, turf and
vines, which would significantly broaden Agrochemicals’ presence in these sectors,

Other

Agrochemicals also has in development a number of proprictary and licensed products
designed to access niche opportunities and defend the position of existing products.
In addition, there are several promising compounds in the late research phase.
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SPECIALTIES

Specialties’ businesses are grouped by core technical competencies in orgaric chemistry,
coatings and biotechnology. Specialties” salesin 1992 were £936 million and trading profit
before exceptional items was £26 million. The organic chemicals businesses include
colours (mainly textile dyes and industrial colours), bijocides for the paint, swimming poal
and disinfectant markets and fine chemicals for pharmaceutical and agricultura] chemical
applications. The coatings businesses comprise mainly: Stahl leather finishes, dyes and
roatings; resins for the coatings, inks and adhesives markets; and specialty inks. The
biological products business, which includes innovations such as Quorn, a meatalternative,
and Biopol biodegradable polymers, is discussed under “Development Businesses”,

Specialties’ products, which are typically sold in jow volumes and are often tailored to
individual customer requirements, are subject to competition based mainly on price, quality
and customer service. Most of Specialties’ organic chemicals manufacturing base is located
in ZEnecA’s Fine Chemicals Manufacturing Organisation (“FCMO”), which is described
under “Manufacturing and Production”.

Sales by business area for the last three years are set out below,

Year ended 315t December,

1990 1991 1992

Lm Lm Lm

Organic chemicals 492 473 467
Coatings 399 408 438
Biological products 16 19 21
Other 31 16 i0
Total 938 a6 936

STRATEGY

Specialties aims to increase the profits of its established businesses in organic chemicals
and coatings by concentrating its research and capital investment on those businesses that
have developed and maintained strong market positions, divesting those activities which
are less well positioned, focusing on customer service and by continuing to implement its
cost reduction programme. This programme was initiated in 1991 and is expected to be
largely complete by the end of 1993.

PRODUCTS
Qrganic Chemicals
Colours

Specialties’ colours business serves the textiles and industrial markets, which are linked by
common chemistry and processes but have widely differing customer profiles,
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Sales of Specialties’ colours business for the Jast three years are ser our. below.

Yeur ended 315t December,

1990 1991 1992
£m Am £m

Textile colours 256 219 202
Industrial colours 96 91 98
Tatal 352 310 300

Management estimates that the worldwide market for textile colours in 1992 was in excess
of £3.7billion, largely supplied by a relatively small number of majorinternational chemical
companies, Specialties’ main textile colours products are Procion reactive dyes, Dispersol
disperse dyes and indigo. Procion dyes (used for dyeing cellulose fibres, particularly cotton)
represent the largest proportion of Specialties” colours sales and Dispersol dyes (used for
dyeing polyester and its blends) the second largest, Indigo is used to dye aenim for the
production of blue jeans, Specialties is introducing new Procion dyes and a novel range of
benzodifuranone dyesoffering high wetfastness. Managementbelieves that Specialties ranks
third in the world reactive dyes market and holds a leading position in the world indigo
market.

Approximately 40 per cent. of Specialties’ textile colours sales in 1992 were to the
European, Middle Eastern and African markets, and about 30 per cent, were to cach of
Asia Pacific and the Americas. Products are sold to approximately 4,700 end-use textile
customers worldwide, primarily manufacturers of fabrics and textiles and contract dycing
firms. The reduction in textile colours sales from 1990 to 1992 reflected weak market
conditions, together with divestments and withdrawals of some product lines.

Specialties’ industrial colours are sold mainly to the paintand plastics, paper and non-impact
printing markets and are used in applications such as automotive paints, Painc and plastic
manufacturers are the largest customer category. The automotive industry requires paint
of high product quality and performance und is an attractive market to manufacturers
because once a pigment is selected it must usually be available for the life of the model,
which may be up to 15 years. Approximately 64 per cent. of Specialties’ industrial colours
sales in 1992 were in Europe, Africa and the Middle East, with 21 per cent, inthe Americas.
In 1992, Specialties divested its ink pigments business, which accounted for approximately
28 per cent. of 1992 industrial colours sales.

Biocides, fine chemicals and effects

These businesses manufacture and market biocides (anti-microbials), fine chemicals and
certain chemicals used to produce special effects. Aggregate sales for the three years ended
31st December, 1990, 1991 and 1992 were £,140 million, £163 million and £1 67 million,

respectively.

Biocides are chemicals used to control bio-deterioration caused by microbes (bacteria, fungi
and algae). Specialties manufactures and sells biocides in industries and markets where
regulatory requirements oreffects on other product propertiesare importancto the customer,
The main industrial biocide brands sold by the business are Proxel preservatives in, for
example, polymer emulsion and paint applications, and Vantocil disinfectants for treatment
of solid surfaces. Most sales are made in Western Europe, the USand Japan. Specialties’ major
swimming pool sanitiser brand is Baquacil, a non halogen-based product for the residential
poo} market, which is sold mainly in the US through dealers.
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Fine chemicals are mostly organic chemicals of relatively high vatue sold as dntermediates
or active substances for the pharmaceutical and agricultural chemicals markets, Other
end-users include the constmetion and dye intermediates markers. Spechalties® fine
chemicals business has five main areas of activity: fine organic chemicals, fluoroaromatics,
chiral intezmediates, custom synthesis and organophosphates. Approximately 50 percent.
¥ Specialties’ combined fine chemicals sales in 1992 were in the US, 30 per cent, in
Western Europe and 8 per cent. in Asia Pacific,

Specialties’ effects business includes the manufacture and marketing of chemicals for the
hydro-metatlurgical extraction of non-ferrous metals, particularly copper. The business
markets organo-nitrates which are used in various pharmaceutical dosage forms, including
patches for the topical treatment of ischaemic heart disease and injections for congestive
heart fatlure. It also markets fluorochemical repellent finishes for application mainly in
the textile industry and manufactures and markets additives to products made by the major
international monomer and polymer producers and plastic compounders.

Coatings

Specialties' coatings businesses consist mainly of Stahl, resins and specialty inks, as well as
certain other small businesses. Sales by business segment of Specialties’ coatings businesses
are set out below.

Year ended 31st December,
1990 1991 1952
m Lm Lm

Stahl 137 137 145

Resins 122 129 137

Specialty inks and others 140 142 156

Total 399 408 438
Stall

With a range of over 9,000 products, Stzhl’s businesses supply finishes, dyestuffs and
process chemicals for leather and ready-for-use coatings, the majority of which are used
in the production of synthetic leather materials. Stahl also operates a number of smaller,
local businesses in shoe finish chemicals.

The leather finishes business is Stahl’s most important activity and management believes
that Stahl is one of the world leaders inx this area, Its wide-spread customer base consists of a
large number of tannerics. Western Europeaccounts for the largest proportion of sales, with
thebalance spread between North America, Latin Americaand Asia Pacific. The second most
important business for Stahl is dyestuffs and process chemicals for use in the tanning and
dyeing of leather, Most of Stahl's customers require high colour performance specifications
andtechnical service support. Stah]’sready-for-use coatingsbusiness, Permuthane, produces
finishing coatings primarily for textile substrates used in industries ranging from footwear
to wall coverings,

Resins

Specialties’ resins business manufactures and markets specialty resins used primarily in the
manufacture of coatings, inks and adhesives. The business concentrates on areas in which
research and technology are important and in which there are environmental opportunities.
These include water-based products, such as water-based acrylics and urethane resins. in
which the business has established a strong position. Water-based products are tending to
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replace the more mature, solvent-based products, primarily due fo incressing
enviropmental and governmental pressures. Approximasely 66 per cent, of sales in 1992
were in Wescern Europe and 24 per cent. in the US, Plans have recently been 2nnounced
to bﬁ:ild s pew manufacturing facility in Singapore to serve the growing Asha Pacific
market,

Specialty inks and others

The specialty inks business manufactures and markets over 30,000 different formulations
of solvent and water-based flzxographic and gravure printing inks for s2le primarily to
flexible packaging converters in North America. In common with resins, the specialty inks
business emphasises water-based products. Specialties” other coatings businesses include
Novacote and Holden Flexpack, which manufacture and market specialised adhesives and
coatings for sale to foil, film and paper converters for use in flexible packaging materials
and various medical and houschold items, and Thoro, which manufactuzes specialised
building products for sale almost exclusively to distributors, dealers and consractors in the
building and construction industry. In April, 1993, Specialtics divested Tribol, which
accounted for approximately 20 per cent. of 1992 sales of the specialty inks and others
business segment.

SALES AND MARKETING

Specialties’ businesses employ sales and marketing methods which vary according to the
products and market served. For example, the textile colours and Stahl businesses each rely
on large sales forces marketing to a wide range of customers. By contrast, many of
Specialties’ other businesses, including industrial colours, fine chemicals and induscrial
biocides, sell their products to relatively concentrated groups of customers and therefore
require only small sales forces.

Achieving high standards of customer service is a principal goal for Specialties, illustrated
by the colours business’ “Customer Charter”, which contains strict guidelines regarding
product quality and service standards. In the coatings business, product customisation is
assisted by the business’ broad product ranges and proximity to its customers,

RESEARGCH AND DEVELOPMENT

Specialties’ R&D combines product development, closely driven by customer requirements,
with medium and longer term research organised in areas of technological competence.
R&D expenditure, including thar of Biological Products, in the three years ended 31st
December, 1990, 1991 and 1992 was £58 million, £60 million and £61 million,
respectively.

In the organic chemicals businesses, R&D is focused on identifying and patenting new
molecules, particularly textile dyes and biocides, and en the development of more
envitonmentally acceptable products, Coatings’ R&D is focused on the use of
watet-dispersible polymers to replace solvent-based products.
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DZVELOPMENT BUSINESSES

Zengca’s development businesses comprise Seeds and Biological Products, Seeds aims o
create high added-value seed products for the farmer, food processor and distributor,
Biological Products consists of innovative products such as Quorn, 2 meat alternative, and
Biopol biodrgradable plastics, as well as Cellmark Diagnostics and Fermentation Products,
As development busincsses within ZENECA's principal business segments, Seeds and
Biological Products’ financial results are not reported separately. The financial resules of
Seads are included with those of Agrochemicals, and Biological Products’ financial results
are included with those of Specialties.

STRATEGY

Seeds’ objective is to expand its business rapidly in the 19905, based upon the application
of its research skills to produce new, competitive seed lines, The business will focus on
the most profitable commercial seed crops and is establishing collaborations with food
processors and distributors to share in significant downstream profit opportunities.
Management is aiming for the business to achieve profitability by 1996 and believes that
there are substantial growth oppertunities thereafter,

Biological Products’ aim is to grow into a major international business from the present
development activities which, due to the investment of significant resources, are currently
loss-making. Substantial funds are aleeady committed to increasing the capacity for Quorn
and to launch it in new markets which management believes offer significant growth
potential. R&D expenditure will be maintained and further investment will be made in
Quorn and Biopol as well as in other development opportunities, Profits from Biological
Products overall are not expected until the second half of the 1990s, as the priority of the
current stracegy is growth in sales and the establishment of market positions.

SEEDS

Seeds aims to create high added-value products for the farmer, food processor and
distributor. Since 1985, significant investment has been made in the acquisition of existing
seed companies and the expansion of research programmes, and management believes that
it has now established an international bioscience, breeding and marketing base which will
enable Sceds to grow orgamically in its target markets. Seeds is a development business
which is cutrently loss-making,. Its 1992 sales totalled £134 million.

The business secks to produce new seed products that are effective in increasing crop yields,
quality or flavour, or overcoming unfavourable growing conditions such as disease, drought
or adverse temperatures, R&D expenditure in 1992 was approximately £30 million.
Rescarch is highly focused on specific customer needs. Seeds employs a combination of
traditional plant breeding skills and bioscience to produce new products. Management
believes that bioscience will increase the efficiency and significantly shorten some
development times for producing new competitive commercial seed lines through the
application of DNA mapping. Management also believes that bioscience rescarch should
enable Seeds to introduce new desirable traits to seed products which could not be achieved
through traditional plant breeding, The development of a new commercial seed line
normally takes between seven and ten years and, although the business hasalzeady launched
a number of new products from its research programmes, it is likely to be the mid-1990s
before the benefits of the research investment are zealised.

Seeds seeks to commercialise the benefits from its breeding and bioscienee research in two
distinct arcas, broad-acre crops and fruit and vegetables,
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Broad-acre crops

In broad-acre crops, Seeds is seeking o increase jts mazket share by focusing primasily on
maize, sugar beet and sunflewers, These crops have been targeted begause of their marker
size and potential profit margins, Seeds sells to distributers and farmers who benefitdircetly
from the added value from enhanced seed. Seeds has established positions in the importans
maize sced market in the US, the Western Burope sugarbecet seed markes, and the sunflower
seed markets in the Southern Hemisphere, particulazly Argentina and Auscralia. The first
product resulting from Sceds’ bioscience research, a herbicide resistant maize, was sold in
the US in 1992,

Fruit and vegetables

I the fruit and vegetable sced market, Seeds is pursuing collaborations with downsticain
food processors and distributors to share in the added value which is expected to arise from
using products produced from enhanced seed. In developing its pesition in this market, ZENECA
Seeds has initially concentrated on processed and fresh tomatoes chrough its ability to
regulate the action of certain genes involved in the ripening process, This technology is
intended to achieve both production efficiencies and quality improvements in processed
tomato products. The business has entered into a collaboration with Hunt-Wesson, Iné,,
a leading US romato processor, under which Seeds has agreed to grant Hunt-Wesson rights
to use the enhanced seed in return for a share of the resulting cost savings and a royalty on
sales of new products incorporating the superior attributes derived from the technology.
Thebusiness has also entered into an agreement with Dole Fresh Vegetables, Inc.,aleading
supplier of branded fresh produce in the US, to evaluate the potential of the technology
to improve the quality of fresh market tomatoes. Both of these ventures are supported by a
collaboration with Petoseed Company, Inc., a leading vegetable seed breeder. Management
belicves that these collaborations will increase the potential profit available to Sceds and
will also reduce Secds’ capital expenditure needs and provide valuable marketing skills.
Management believes that this technology may have applications to other produce with
similar ripening characteristics, and is actively pursuing possible collaborations.

BIOLOGICAL PRODUCTS

Quorn

Quorn mycoprotein is a new branded food ingredient which is a healthy, convenient and
natural alternative to meat. Quorn is produced by fermentation of natural sugars. It is low
in fat and calories, contains no cholesterol and is also a good source of protein and filre,
The Quorn brand name is protected by trade mark registration in the UK and other markets
in which it has been launched. Originally launched in 1985, it is sold both to food
manufacturers as an ingredient in ready-made meals and as a home cooking ingredient.
There are no directly comparable competitive products either in production or known by
management to be under development. The business is also developing Quorn’s
marketability principally by the use of advertising and the recruicment of experienced food
industry executives.

Management belicves that the potential market for Quorn exceeds current inanufacturing
capacity. Construction of new plant in the UK is under way which will increase supply
about fivefold. This plant is due for completion early in 1994 and will cost an estimated
£37 million. A third Quorn plant wich similar eapacity to the second Quorn plant has
been approved for construction. It is expected o cost approximately £26 millior and to
take around two years to build.

In the UK, currently Quorn's principal market, customers include major supermarkets and
food processors. Extensive research indicates the potential for good consumer acceptance in
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ofher European markers and marketing js being undertaken iu Belgivm, The Netherlands,
Germany and the Republic of Ireland. Prospects for the North American marks2 areheing
assessed and it is expected that a submission to the FDA for approval to market Quorn in
the US will be made in the next two years. In Japan, the marker is being assessed in
collaboration with a Japanese partner.

Biopol

Biopol is a naturally derived plastic produced by bacterial fermentation of sugars from
natural crops such as maize, Biopol has many of the qualities »f conventional plastics
including stabilicy, durability and moisture resistance. It is also biodegradable and can be
re-used and recycled.

Principal customers are expected to be plastics converters such as bowtle and film
manviacturers, although demand is expected to be led by the converters’ customers who
wili specify the material required. The scale and pace of development of the market for
biodegradable plastics will depend on consumer demand for environmentally friendly
products and environmental legislation stipulating the usc of such produces, Marker
development will also beinfluenced by the ability of manufacturersto provide cconamically
acceptable products. The Biopol brand name is protected by trade mark registration in
most of its major markets.

Biopol was first launched in 1990 when Wella shampoo in Biopol bottfes was sold in
Germany. It has also been used in other persomal care products in Germany, the US and
Japan. Management believes Biopol will have additional applications in personal hygiene,
disposable consumer goods, packaging and certain medical devices.

Other

Cellmark Diagnostics is engaged in the application of genetic fingerprinting technology,
principally for the identity confirmation market. Management believes it has a major share
of this sector in the UK market. Its principal genetic fingerprinting products, licensed
from The Lister Insticute of Preventive Medicine, are sold in over 30 countries. The
business is developing a range of DNA medical diagnostic tests, for example, for cystic
fibrosis.

Fermentation Products’ activities are linked by common skills in fermentation and
biotechnology. The business includes agricultural innoculants, which improve
conservation of hay and silage for farmers; environmental products, which are principally
used for the treatment of liquid effluents; and biotechnology services, such as the
development of process technology and the installation and operation of centinuous
fermentation technology fora range of applications.
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GROUP RESDURCES

RESEARCH AND DEVELOPHIERT

Zenuea's businesses requice high fevels of expenditure on the research and development
of new producgs, the enhancement of existing products 2nd the improvement of
nuanufacturing efficiency through process techinology. In 1992, Zenkca employed
approximately 7,000 R&D personnel and R&D expenditure totalled 457 million,
representing approximately 11 per cent, of Zeneca’s total siles. Zenzaa's R&D
expenditure for the lase three years is set out below.

Year ended 3ist December,

19%0 1991 1992

£m Lm £m

Pharmaceuticals 202 223 256
Agrochemicals 136 133 140
Specialties 58 60 61
Total 396 416 457

ZENECA’s R&D strategy is to ensure that R&D within the businesses is ptioritised and
focused on rarget markets which are judged to have substantial commercial and profit
potential. R&D priorities and programmes are regularly evaluated at the group level in
order to ensure their appropriateness as well as che efficiency and cost-cffectiveness of the
expenditure, Close attention is also paid to Zuneca’s competitive technological
pezformance. ZENECA's R&D at the strategic level, directed and monitored by the Board
of Directors, is the immediate responsibility of the Director of Research.

ZenecA’s R&D draws upon its businesses’ shared competencies in bioscience and organic
chemistry and in the cnabling technologies of toxicology, environmental science,
formulation, process technology and information technology. Science Strategy Groups
encompassing businesses with common science or technology act to deploy and enhance
ZeNgCA's research competencies in an efficient manner.

Many of ZeNECA’s preducts have resulted from its own R&D activities, In certain areas,
in-house activides are complemented by sponsored or joint R&D with universitics, other
research establishments or companies. Also, where commercially appropriate, ZeNEcA
manufactures products under licence using its own process technology expettise.

ZenpcA's businesses have R&D facilities located primarily in the UK and the US.
Pharmaceuticals’ R&D is conducted at the Aldetley Park site in Macclesfield, UK and at
the Fairfax Campus site in Wilmington, Delaware. Agrochemicals’ R&D facilities are
principally located at the Jealott’s Hill site in Berkshire, UK and at the Western Rescarch
Centre in Richmond, California. Specialties’ R&D is conducted at sites in Billingham,
Blackley and Runcorn in the UK,

ZenecA also has two important corporate research facilities in the UK, the Brixham
Environmental Laboratory in Devon and the Central Toxicology Laboratory located at
the Alderley Park site. Both provide services to ZENECA's businesses and cooperate with
the businesses’ own research centres.
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MANUFACTURING ANRD PRODUCTION

At 31st December, 1992, Zeneca employed approximately 11,600 people (including
FCMO) in manufacturing and production in 25 countrics. The following tabie sets out
the number of ZENECA's mapsifacturing 2nd production facilities operated by cach business
segment and by Zengca’s FCMO in various regions of the world at thav date.

Contineunts] Asia Qther
UK Europe  Americas Pacific  countrics

Pharmaceuticals 1 5 6 2 1
Agrochemicals 5 9 21 5 1
Specialties 10 10 39 1 1
FCMO 6 1 3 _ —

Norte: Some facilities serve more than one business.

Zeneca undertakes a wide range of advanced technology manufacturing processes
involving chemical and biological transformation, fermentation, formulation and sced
production. Many of ZENECA's products are derived from a common base in organic
chemistry and use similar manufacturing technology, shared plants and production sites
in the FCMO. The FCMO manufactures active ingredients and intermediate chemicals
on behalf of Specialties, Agrochemicals and Pharmaceuticals. This approach results in
flexibility of operation, lower capital requirements, combined purchasing strength and
lower manning levels. In addition, ZENECA benefits from shared expertise and standards
in safety, health and the environment.

The Group uses process technology to develop manufacturing processes for new products
and to improve existing operations by optimising raw material usage, increasing
productivity and minimising by-product formation, These services are provided by centres
of expertise located in the UK and the US which also have pilot plant facilities.

Pharmaceuticals’ principal bulk production facilities are at Macclesfield in the UK,
Plankstadt in Germany and Guayama in Puerto Rico, together with the FCMO site «t
Severnside in the UK, Agrochemicals® main active ingredient manufacturing facilities are
at Grangemouch, Huddersfield and Widnes in the UK, and at Cold Creek, Louisiana and
Bayport, Texas in the US, Pharmaceuticals and Agrochemicals formulate, package and
label products at locations around the wosld, close to the principal markets in which such
products are sold. Most of Specialties’ organic chemicals manufacturing base is located in
the FCMO, Specialties’ coatings businesses generally manufacture in local markets, Seed
production normally occurs close to the market in which the seed will be sold and requires
specialised agronomic practices. Biological Products operates a number of specialised
facilities, including fermentation plants for the production of Quorn and Biopol and a
food mannfacturing plant for Quorn.

MANAGEMENT AND HUWMAN RESOURCES

ZenecA is managed by a Board of Directors under the Chairmanship of Sir Denys
Henderson. Mr David Barnes is Chief Executive Officer. The Board is supported by an
Executive Council under the Chairmanship of Mr Bames, This Council comprises the
Execcutive Directors {with the exception of the Chairman) and the Chief Executive Officers
of Pharmaccuticals and Specialtics. The Council has exccutive authority delegated to it by
the Board and is the major decision-making body below the Board. It ensures that prompt
and regular decision-making occurs and enables the Board to concentrate, for the most
part, on financial performance, senior appointients and strategic issues.
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The Council delegates ro each of the Chief Executive Officers of the businesses appropriate
decision-making authority. The business Chief Executive Officers seport to 2nd are
responsible ro Mr Barpes for the performance of their businesses,

The non.executive directors of ZenecA are Lord Chilver, Sir Richard Greenbury,
Miss Gill Lewis, Sir Jeremy Morse and Mr'Tom Wyman,

ZeNECA intends to operate in full compliance with the Code of Best Practice incorporated
within the Report of the Cadbury Committee on the Financial Aspects of Corporate
Governance, so far as this is possible in the absence of guidelines yex 10 be issued by the
accountancy bodies.

BIOGRAPHICALINFORMATION

Set out betow is biographical information on executive directors and other members of the
Executive Council ... non-executive directors,

Sir Denys Henderson (aged 60) is the Chairman of ZenecA and has beer Chairman of
IClI since 1987, having been a director of ICI since 1980. He is a non-exccutive director
of Barclays PLC and The RTZ Corporation PLC.

David Barnes CBE (aged 57) is Chief Executive Officer of Zeneca. He has been a
director of ICI since 1986. He has had an overview responsibility for the Pharmaceuticals,
Agrochemicals and Seeds businesses and was territorial director for the Americas and
Europe., He is a non-executive director of THORN EMI ple.

Peter Doyle CBE (aged 54) is an Executive Director and is responsible for research and
developmentand safety, health and the environment, He has been research and technology
dircceor of ICI since 1989, and held senior research positions in the Pharmaceuticals and
Agrochemicals businesses. Dr. Doyle is also a member of the UK’s Medical Research
Council and the Prime Minister’s Advisory Council on Science and Technology.

John Mayo {aged 37) is an Executive Director and is responsible for finance. He was
formerly a director of $.G. Warburg & Co. Ltd. and joined ICY in 1992 to help prepare the
division of ICl into two separate organisations.

Tony Rodgers (aged 52) is an Exccutive Director and is responsible for personnel and
external relations. He has been a director of ICI since 1991 with responsibility for the
Eastern Hemisphere, markee focus and Group advertising. He was formerly head of the
colours business and chairman of the board of the FCMO,

Alan Pink (aged 55) is an Executive Director and Chicf Executive Officer of
Agtochemicals and Seeds. He was formerly the head of ICI Advanced Materials, ICI's
General Manager (Planning) and a director of ICI Americas Inc.

Rodney Brown (aged 58) is Chief Executive Officer of Specialtics, having beenappointed
in January 1991, He was formerly a group director of ICI Chemicals 8 Polymers Limited.

David Friend (aged 58) is Chief Bxccutive Officer of Pharmaccaticals, having been
appointed in 1987, He is President of the Buropean Federation of Pharmaceutical
Industries' Associations and is also a Fellow of the Royal Pharmaceutical Socicty.
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Hon-executive directors

Lord Chilver FRS (aged 66) has been a non-executive director of ICI since 3990, Re is
chairman of English Chipa Clays PLC and Porton Internationa] glc.

Sir Richard Greenbury (2ged 55) has been a non-executive director of ICI since 1992.
He is chairman and chief executive officer of Marks & Spencer p.).c. He isa non-executive
director of Lloyds Bank Ple,

Miss Gill Lewis (aged 49) is Senior Vice-President and Disector of Human Resources for
Mestlé S.A. She is also a non-executive director of Pearson ple.

Sir Jeremy Morse KCMG (aged 64) has been a non-executive director of ICI since 1981,
He is a non-executive director of the Bank of England and a nominated member of the
Council of Lloyds. He was formerly chairman of Lloyds Bank Ple.

Tom Wyman (aged 63), a US citizen, has been a non-execative director of ICI since
1986. He is chairman of $.G.Warburg & Co. Inc., an exccutive director of $.G.Warburg
Group plc and a non-executive director of American Telephone and Telegraph Company,
General Motors Corporation and United Biscuits (Holdings) ple.

Apart from Sir Denys Henderson, all the Directors who are directors of ICI will resign
from the board of ICI upon the Demerger becoming effective.

EMPLOYEES

As at 315t December, 1992, the Group employed 33,300 people, divided functionally and
across the main business divisions as follows:

Pharmaceuticals  Agrochemicals Specialtics Total

R&D 3,400 2,300 1,400 7,100
Manufacturing and production 3,400 2,600 2,700 8,700
Sales and marketing 4,400 1,800 1,800 8,000
Management and administration 1,400 1,000 1,400 3,800
12,600 7,700 7,300 27,600

FCMO 2,900
Trading and Miscellaneous 1,000
Group and corporate functions* 1,700
Head Office 100
Total » 33,300

*includes Central Toxicology Laboratory, Brixham Environmental Laboratory and enginecring




The geographic distribution of ZenEca’s employees as at 31st December, 1992 is set out
below:

UK 13,500
Continental Burope 6,700
The Americas 10,700
Asia Pacific 1,800
Other countries 630
33,300

PENSIONS

Zensca will continue pariicipating in the ICI Pension Fund in the UK but, following a
transitional period of approximately 12 months, it intends to set up a separate pension fund
for the Group’s employees, deferred pensioners and pensioners, which initially will have
the same terms and conditions as the ICI Pension Fund, including an independent
professional trustee. See Part 7.
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FINANCIAL REVIEW

SELECTED FINANCIALINFORMATION

Set out below is selected financial information concerning ZENECA in xespect of the years
ended 31sc December, 1990, 1991 and 3992, It has been extracted from the sudited
summarised combined financial information contained in the Accountants’ Report set out
in Part 8, and should be read in conjunction with, and is qualified in its entirety by reference
to, the contents of such Report.

SUMMARY OF COMBINED PROFITAND LOSS ACCQUNTS

Year ended 315t December,

1990 1991 1992

Lm Lm Lm
Turnover 3,810 3,929 3,979
Trading profit before exceptional items 600 682 587
Exceptional items charged to trading profit —_ —  (304)
Other exceptional items (77) 4 (36)
Profit on ordinary activities before associated undertakings
and interest 523 686 247
Share of profits less losses of associated undertakings 2 11 7
Net interest payable* (171) (166) (152)
Profit on ordinary activities before taxation 354 531 102
Taxation on profit on ordinary activities (120) (167) {10)
Profit on ordinary activities after taxation 234 364 92
Attributable to minority interests (12} (19 (12)
Net profit 222 345 80

I

*includes interest on the indebtedness assumed by ZENECA vt to the Demerger as if it had been in place
throughout the period and takes no account of any reduction following the ZENECA Rights Issue, See note 1
of the Accountants’ Report and Part 9 for fucther information.

CASHFLOWAND OTHER DATA

Year ended 315t December,
1990 1991 1992

£m Lm Lm

Trading profit before exceptional items 600 682 587
Depreciation 156 156 160
Movements in working capital and other

non-cash items 23 (80) (31)
Net cash inflow from trading operations 779 758 716
Outflow related to exceptional items —  (32) (34)
Net cash inflow from operating activities 779 726 682
Cash expenditure on tangible fixed assets 280 206 268

I
1
I
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SUMMARY OF COMBINED STATEMENTS OF NETASSETS

Year ended 345t Decembiar,

1990 1951 1992
Lm Lm Hm

Fixed assets 1,324 1,385 1,592
Current asscts 1,839 2,015 2415
Total assets 3,163 3,400 4,007
Creditors due within one yeart? 838 925 1323
Creditors due after more than one year(® 123 127 73
Provisions for liabilities and chargs 238 232 419
Minority interests 58 72 57
Net assets before amounts due to the ICI Group 1,906 2,044 2,135
Amounts due to the ICI Group 1,610 1,626 1,923
Net assets™® 206 418 212

(1) Excludes amounts due to the ICI Group and takes no account of the proceeds of the ZENECA Rights 1ssue,
2) See note 23 of the Accountants’ Report for further information on movements in net assets,

RESULTS OF OPERATIONS

Zexeca conducts its business with a view towards long-term growth of profits, which is
largely dependent on a flow of new products and product enhancements emanating from
substantial and continuing investment in R&D. ZENBECA’s operating resultsare affected by
a number of factors, the most important of which are new product introductions, the
expiry of patents, fluctuations in exchange rates, general economic conditions and the
regulatory environment, These factors are important to the long-term development of the
Group and may also atfect ZeNECA’s short-term performance. ZENECA's pre-tax profit has
been affected by restructuring measures that the Group has undertaken in recent years.
Operating results also reflect investment in its Development Businesses, Seeds and
Biological Products, which are currently operating at a loss,

Pharmaccuticals’ results have been influenced more by the pecformance in the market
place of new products and product extensions, competition from manufacturers of patented
and generic products and the pound sterling/US dollar exchange rate than by general
economic conditions, Pharmaceuticals’ business will continue to be affected by pressure to
contain healthcare expenditure in a number of countries including the US
(Pharmaceuticals’ largest market), as governments and other bodies increasingly seck to
control costs.

Agrochemicals’ results have been affected by the zelative maturicy of the agricultural
chemicals industry in the developed world, weather conditions (which can influence the
demand for certain products), uncertainty over reform of the European Community’s
Cotmmon Agricultural Policy (“CAP”), financial conditions in Eastern Burope and the CIS
and the pound sterling/ US dollar exchange rate. Agrochemicals’ sales and erading profit
are heavily weighted towards the firse half of the year, primarily reflecting planting and
growing cycles in the northern hemisphere. The financial resulty of Seeds are included
with those of Agrochemicals.
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Specialties’ results in recent years have been influenced by recessionary conditions,
particolarly in the textile colours business, and the effects of ressructunng, ander which
Specialties has concentrated investment on those businesses which management helieves
have the greatest potential to increase profit, divested otherbusinesses and reduced dtsfined
cost base, The financial results of Bjological Products are included with those of Specialties.

Zeneca's largest market is the Americas, which accounted for 41 per cent, of total sales
(by customer location) in 1992. Continental Europe accounted for 33 per cent. of sales
and Asia Pacific, including Japan, 13 percent. The UK is ZENECA's most important
manufacturing base and was also the source of exports of approximatcly £1.4 billion in
1992 to external customersand to ZENECA's overseas subsidiaries. Although the UK market
accounted for anly 8 per cent. of external salesin 1992, trading profit before exceptional
items generated in the UK comprised 35 per cent. of total trading profit before exceptional
items, the difference reflecting royalty receipts and profits on exports from the UK.

A significant proportion of ZENECA's revenues, costs, assets and liabilities are denominated
in currencies other than pounds sterling, Over 90 per cent. of ZENECA’s salesin 1992 were
denominated in foreign currencies, cither as exports from the UK or from overseas
operations, while a significant proportion of Zeneca's manufacturing and research costs
are denominated in pounds sterling. As a result, ZENECA's trading profit in pounds sterling
can be significantly affected by movements in exchange rates, in particular movements of
the pound against the US dollar. Appreciation of the pound sterling relative to other
currencies, in particular the US dollar, generally hasan adverse impact on ZENECA’s results
while depreciation of the pound sterling generally has a positive impact. ZENeCA's policy,
where appropriate, is te seck to reduce the impact of exchange rate movements on its
transactional exposures through forward contracts or options and by structuring debt to
reflect the currencies of the underlying asset base.

Turnover and trading profit before exceptional items for the Group for the three years
ended 31st December, 1992 and unaudited results for the three months ended 315t March,
1992 and 1993 are set out below.

Three months
ended st March,
Year ended 31st December, (Unaudited)

1990 1991 1992 1992 1993
Lm £m Lm Am S

Turnover
Pharmaceuticals 1,375 1,552 1,607 378 466
Agrochemicals 1,289 1,316 1,288 346 385
Specialties 938 916 936 241 249
Trading and Miscellaneoust 208 145 148 37 31

3,810 3,929 3,979 1,002 1,131

Trading profit before exceptional items®

Pharmaceuticals 473 536 488 121 154
Agrochemicals 108 145 85 51 a7
Specialties 34 29 26 14 20
Trading and Miscellaneoust" (15}  (28) (12} (6) M

600 682 587 180 204

(1) Trading and Miscellaneous comprises the marketing and distribution ot ICI Group products undertaken by
ZEMECA, agency sales on behalf of third parties, the results of the Group's insurance operations, corporate costs
not allocatcf to businesses and inter-class eliminations,

{(2) Exceptional items charged te trading profit were charges of £304 million in 1992 (1991 £nil, 1990: Lnil;
three months ended 31st March, 1953: Enil, 31st March, 1992: £11 millien), Other exceptional items before
taxation were net charges of £36 millionin 1992 (1991: credits of ;4 million, 1990: net charges of £77 million).

46




Firstquarter of 1993 compared with first quarter of 1992 {unaudjited)

ZerECA's turnover for the Brse quarter of 1993 was £1,13) million, ciympared with
£1,002 million in che first quarter of 1992, an increase of 13 per cent. The increase resulted
mainly frem an increase of 14 per cent. attributable to changes in exchange rates and 1 per
cent, due ro slightly higher selling prices, pactially offset by a decrease of 2 per cent. due
to the inipact of divestments,

ZeNECA's trading profit before exceprional items increased by 13 per cent. from £180
million for the first quarter of 1992 to £204 million in the first quarter of 1993, due
principally to a strong first quarter performance by Pharmaceuticals, Sales of Zestril,
Diprivan, Zoladex and Nelvadex were in aggregate some 57 per gent. higher than
equivalent sales in the first quarter of 1992, reflecting a 33 per cent. growth in volumes,
a 21 per cent, gain from exchange rates and a 3 per cent. increase in prises. Tenormin sales
were affected in the US by generic competition and were approximately 10 percent. lower
world-wide than for the first quarter of 1992, reflecting a recduction in anderlying volumes
of 21 per cent. together with a small price reduction, partially offset by exchange gains of
12 per cent. Agrochemicals' trading profit of £37 million for the first quarter of 1993 was
below the level for the first quarter of 1992, due mainly to uncertaintics arising from CAP
reform, which reduced sales volumes in Western Europe, Elsewhere, Agrochemicals’ sales
indications are more positive. Specialties’ trading profit increased from £14 million in the
first quarter of 1992 to £,20 million in the first quarter of 1993, due to favourable exchange
rates and an improved cost structure.

1992 compared with 1991

ZeNECA's 1992 sales were £3,979 million, compared with 3,929 million in 1991, an
increase of 1 per cent.. This reflected an increase in Pharmaceuticals’ sales resulting from
strong growth in sales of Zoladex, Zestril/Zestoretic and Diprivan, which offset a
significant decline in Tenormin sales. Agrochemicals’ sales declined slightly. Specialties’
sales increased, reflecting growth in sales in the Coatings business partially offset by
reduced sales in the colours business as a result of the economic recession and divestments.

ZENECA’'s sales in the Americas were £1,645 million in 1992, or 41 per cent. of total saies,
compared with ,£1,717 million in 1991, or 44 per cent. of total sales, 1992 sales in the
UK were £312 million, or 8 per cent. of total sales, and in Continental Europe were
41,315 million, or 33 per cent. of total sales. Together, these accounted for sales of
£1,627 million, or 41 per cent. of total sales, compared with £1,561 million in 1991, or
40 per cent. of total sales. Sales in the Asia Pacific region increased by 15 per cent. to £526
million in 1992 from £ 458 million in 1991, due principally to growth in the sales of
Pharmaceuticals and Agrochemicals, Zeneca’s 1992 sales in other countries were £181
million compared with £193 million in 1991, a decrease of 6 per cent.,

ZENECA's 1992 trading profit before exceptional items was £587 million, compared with
£682 million in 1991, a fall of 14 per cent., due primarily to a reduction in trading
profit before exceptional items in Agrochemicals and Pharmaceuticals. The decline in
Agrochemicals” 1992 trading profit before cxceptional items of £60 million, or
41 per cent., was due mainly to price competition and changes in farming practices in the
US, a shortage of hard currency in the CIS and uncertainty arising from CAP reform,
Pharmaceuticals’ 1992 trading profit before exceptional items declined by 9 per cent. from
£536 million in 1991 to £488 million, due mainly to the decline in Tenormin sales in
the US resulting from generic competition. Losses on Trading and Miscellancous before
exceptional items fell to £12 million from the 1991 level of £28 million, which contained
a £21 million provision for environmental remediation costs in the US. Trading profits
in Specialties and Agrochemicals also reflected increased investment in Zemsca's
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development activities in Biological Products and Seeds, with losses rotalling £29 million
and £16 million, respectively, in 1992 compared with £16 million and £10 million,
respectively, in 1991,

ZenEca's 1992 pretax profits included ner exceptional jtems before taxation totalling
£340 million. The largest item was 2 provision for ratignalisation costs of £195 auillion
refating mainly to initiatives to reduce the cost base and also to certain asset write-downs
and provisions. The second largest item was an additional provision of £109 million for
future environmental liabilities, to reflect the Group’s current experience and more
stringent environmental requirements world-wide. Most of the environmental provisions
relate to non-operating sites in the US, many of which were acquired as part of Stauffer
Chemical Company in 1987. Although there can be no assurance, management belicves
that, taking account of these and previous provisions, the cost of addressing currently
identified environmental obligations (as the Group currently views these obligations) is
unlikely to impair materially the Group's financial position. Such contingent costs, to the
extent that they exceed applicable provisions, could have a material adverse cffect on the
Group's results of operations for the relevant period. Also included within exceptional
items for 1992 were provisions of £52 million, to cover reorganisation of the Group in
preparation for potential demcrger, and £39 million, to cover losses arising from the
closure of certain manufacturing plants, which were partially offset by gains of £55 million
from the sales of certain minor Pharmaceuticals product lines.

1991 compared with 1990

ZENECA's 1991 sales were £3,929 million, compared with £3,810 million in 1990, an
increase of 3 per cent., This change reflected an increase in Pharmaceuticals® sales of £177
million, or 13 per cent., and an increase of £27 million in Agrochemicals’ sales, or 2 per
cent., partially offset by a reduction in Trading and Miscellaneous sales of £63 million, or
30 per cent.. The growth in Pharmaceuticals’ sales reflected volume increases, principally
in US sales of Zestril/Zestoretic and Nolvadex. The increase in Agrochemicals’ sales was
due primarily to changes in prices, while the decline in Trading and Miscellancous sales
was due partly to a decline in the level of sales of ICI Group products,

ZaNECA’s 1991 sales in the Americas were {1,717 million, or 44 per cent. of total sales,
compared with £1,557 million in 1990, or 41 per cent. of total sales. Zengca'’s 1991 sales
in the UK were £284 million, or 7 per cent. of total sales, and in Continental Europe were
£1,277 million, or 33 per cent. of total sales. Together, these accounted for sales of £1,561
million, or 40 per cent. of total sales, compared with £1,632 million in 1990, or 43 per
cent. of total sales. Agrochemicals® sales in Western Europe fell slightly, partially offset
by growth in Pharmaceuticals’ sales. 1991 sales to the Asia Pacific region were £458
million, an increase over 1990 of £26 million.

ZENEcA's 1991 trading profit before exceptional items was £682 million, compared with
£,600 million in 1990, an increase of 14 per cent. This reflected an increase of £63
million, or 13 per cent., in Pharmaceuticals’ profits to £536 million and higher profits
from Agrochemicals, which increased 34 per cent, to £145 million. Pharmaceuticals
benefited from increascs in sales in certain principal products, particularly in the US, while
the increase in Agrochemicals” profits was duc primarily to fixed cost reductions, an
increase in sales volumes in the US and changes in product mix. In 1991 the increased loss
on Trading and Miscellancous was caused mainly by increased environmental provisions
on non-operating sites in the US. Trading profit before exceptional items of Specialties and
Agrochemicals also refiected investment in ZeNeca's development activities in Biological
Products and Seeds, with losses totalling £16 million and £10 million, respectively, in
1991 and £17 million and £10 million, respectively, in 1990,
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Met interest Payahble

The charge Forinerest haskeen determined on the basis setont in note 1 of the Accovntants'
Repert, This comprises net interest paid by Zeneca on extemal borrowings, on loans
existing between the ICI Group and Zeneca and on ZeNecA's indebtedness to the ICI
Group arising out of the reorganisation of the IC Group prior to the Demerger, offset by
interest received on external deposits and investments, principally in ZEnkcA's insurance
subsidiarics, On this basis, net interest payable amounted to £152 million in 1992, £166
million in 1991 and £171 million in 1990. The reduced interest charge in 1992 was
areributable principally to a lower ICI Group average funding rate,

Following the Demerger and the Zeneca Rights Issue, Zeneca will be independently
financed. £1,300 million of the net proceeds of the Zeneca Rights Issue will be used o
reduce Zeneca’s indebtedness to the IC1 Group, thereby resulting ina substantial reduction
in future net interest expense. On the assumption that the procoeds of the Zeneca Rights
Issue had been used to reduce amounts due to the ICI Group as of st January, 1992,
net interest expense in 1992 would have been approximately £124 million lower at
£28 million.

Taxation

The charge to taxation has been calculated on the basis set ont in note 1 to the Accountants’
Reportand includes taxation on profits of ZENECA subsidiaries and anallocation of the tax charge
of subsidiaries and businesses undertaking both ICI Group and Zenzca activities, The chargeto
taxation amounted to £10 million in 1992, £167 million in 1991 and £120 million in 1990,
representing effective tax rates of 9.8 per cent., 31,5 per cent. and 33.9 per cent., respectively,
Tax relief on the exceptional items of £340 million in 1992 was 23 per cent., as cerrain of
the costs will not be tax-deductible in the foreseeable future. Without taking into account the
exceptional items, the effective tax rate for 1992 was 19.9 per cent., reflecting a number of
non-recurring tax credits, without which the rare would have been broadly similar to the rates

reported for 1990and 1991.

Distributions

The distributions and transfers out of profits, net of taxation, to ICI by Zrnaca subsidiaries
and businesses have been treated as reductions in ZENECA’s net assets. The entities that
comprised ZrNEca during the period under review did not have independent distribution
policies. Such distributions amounted to £379 million in 1992, £262 million in 1991 and
£75 million in 1990. ZenecA Limited will declare and pay a dividend to ICI of £70
million (net of tax credit) on 27th May, 1993. In the absence of unforeseen circumstances,
the Board expects to declare dividends in respect of 1993 totalling not less than 27.5p (net
of tax credit) per ZeNEcA Ordinary share. Based on an estimate of 720 million Zeneca
Demerger shates, the net annual dividends of ZENEca in respect of 1993 would amount to
approximately £198 million, This rate of dividend would also apply to the Zengca Rights
shares, giving rise to an additional net annual dividend payment of £62 million,
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PHARMACEUTICALS

Pharmaceuticals® turnover and trading profit before exceptional items for dhe dawt dhree
years are set out below,

Yearended 335 December,

1990 1991 1992

fm Lm Lm
Turnover 1,375 1,552 1,607
Trading profit before excepeional items 473 536G 488

1992 compared with 1991

Pharmaceuticals’ 1992 sales were £1,607 million compared with £1,552 million in 1991,
an increase of £55 million, or 4 per cent.. This resulted primarily from a strong increase
in sales of Zestril/Zestoretic of approximately £71 million, oz 32 per cent., over 1991 and
incrased sales of Zoladex and Diprivan, partially offset by a reduction in Tenormin sales
of £119 million, or 18 per cent.. Favourable movements in exchange rates accounted for
£29 million of the overall increase in sales for 1992, The volume reduction in US
Tenormin sales resulted in an overall decline in Pharmaceuticals’ US sales (rom £741
million in 1991 to £674 million in 1992, a decline of £67 million, or 9 per cent..
Tenormin’s major US patent expired in late 1991, leading to a loss of Pharmaceuticals®
market share to generic manufacturers. Although sales of Tenormin in the US are expected
to continue to decline, management believes that the rate of decline has started to slow.,

1992 sales in Western Europe and Japan were £609 million and £190 million, respectively,
compared with £533 million and £166 million in the preceding year. Growth in sales in
Western Europe and Japan was primarily attributable to increased sales of Zestril /Zestoretic
and Zoladex. The growth of sales in Western Europe was also attributable to strong growth
in sales of Diprivan.

Pharmaceuticals’ 1992 trading profit before exceptional items was £488 million, compared
with £536 millionin 1991, a decline of 9 per cent.. Trading profit was adversely affected
by the decline in sales of Tenormin, particularly in the US market, although this was
partially offset by increased profits from the growth in sales of Zestril/Zestoretic, Zoladex
and Diprivan in all major markets, The increased profits from Zestril /Zestoretic, Zoladex
and Diprivan were primarily attributable to volume growth rather than to price increases.

1991 comparaed with 1980

Pharmaceuticals’ 1991 sales were £1,552 million, an increase over 1990 of £177 million,
or 13 per cent.. This was principally due to serong volume growth, particulatly in sales of
Zestril /Zestoretic, which increased by 57 per cent, to £223 million from £142 million,
and in sales of Nolvadex, which increased by £29 million, or 13 per cent., to £245 million.
Sales of Tenormin were £653 million, compared with £634 million in 1990, primarily
due to price increases partially offset by a small volume decline.

Pharmaceuticals’ 1991 sales in the US were £741 miliion, compared with £623 million
in 1990, an increase of 19 per cent.. This increase was attributable to higher sales volume
of Nolvadex, Diprivan and Zestril /Zestoretic. Sales in 1991 to Western Europe and Japan
were £533 million and £166 million, respectively, compared with £496 million and
£147 million in the preceding year,

Pharmaceuticals’ trading profit before exceptional items was £536 million in 1991, an
increase of £63 million, or 13 per cont,, over 1990, This increase resulted primarily from
increased sales of Zestril /Zestoretic, Badvardex. and Diprivan, particularlvin the US market,
partially offset by fixed cost increases following the launch of new products.
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AGROCHEMICALS

Turnaver and trading profit before exceptional jtems of Agrochemicals for r3e Jast sheee
years are set out below,

Year rnded 315t Derember,
1990 19 1592

Lo fmo
‘Turnover 1,289 1,316 1,288
‘Trading profit before exceptional items 108 145 85

1992 compared with 1991

Agrochemicals® sales were £1,288 million in 1992, compared with £1,316 miltion in
1991, a reduction of £28 million, or 2 per cent.. Herbicide sales in 1992 were broadly
unchanged from 1991, reflecting increased sales of the Gramoxone range, particularly in
the Asia Pacific region and Latin America, offset by reduced sales of Eradicane and Fusilade.
Sales of certain other herbicides were also affected by the reduction in salesin the CISand
Eastern Europe resulting from a shortage of hard currency. Management believes that sales
of a wide range of products were adversely affected by uncertainties related to the reform
of the CAP, which prompted farmers and distributors to reduce or defer purchases.
Management estimates that, due to these factors, worldwide demand for agricultural
chemicals in 1992 declined by 2 per cent. in real terms compared with 1991, while the
reduction in sales by manufactuters was greater than 2 per cent. because of destocking by
distributors. Thesc factors were concentrated in Western Europe. Seeds’ sales in 1992 were
£134 million, compared with £139 million in 1991, a reduction of 4 pet cent., as the
business focused on the development of higher value added products.

Western Europe accounted for £466 million, or 36 per cent., of Agrochemicals® sales in
1992, an increast of £40 million, or 9 per cent., compared with 1991. Much of this
increase arose in Italy where ZENECA was appointed as sole distributor for BASF agricultural
chemical products. Sales in the US were £304 million in 1992 compared with £364
million in 1991, areduction of 16 per cent.. Sales in the CIS and Eastern Europe were £58
million in 1992 compared with £76 million in 1991, Sales to the Asia Pacific market in
1992 grew by £24 million, or 15 per cent., over 1991,

Agrochemicals’ 1992 trading profit before exceptional items was £85 million, compared
with £145 million in 1991, a decline of £60 million, or 41 per cent.. The principal causes
of this decline were: intense price competition for Fusilade in che US market; reduced sales
of the soil-incorporated herbicide Eradicane owing to market conditions which favoured
sales of competitors' pre- and post-cmergence heibicides; and reduced sales in the CIS and
Eastern Europe. Higher trading profits from the /isia Pacific region were achieved in 1992,

14891 compared with 1990

Agrochemicals’ 1991 sales of £1,316 million were £27 million higher thanthe 1990 level
of £1,289 million, due primarily to price increases partially offsct by exchange effects and
increased sales of most insecticide and herbicide products, except for Eradicane /Bptam.
Seeds’ 1991 sales were £139 million compared with £129 million in 1990,

Sales in Western Europe were (426 million, a decrease of £17 willion, or 4 per cent.,

Much of this reduction was caused by the withdrawal by Seeds from the UK zetail sector,
US sales were £364 ixillion, an increase of 11 per cent. over 1990, Sales in Asia Pacific
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increased by 11 per cent. while sales jn Latin America were broadly anchauged compared
with 1930,

Agrochemicals’ trading profit beforz exceptiopal items jn 1991 was £145 million,
compared with £108 miltion in 129G. This increase reflected improved sales of many
products, particularly insccticides, cembined wich the positive effects of a cost reduction
programine,

SPECIALTIES

Specialties’ turnover and trading profit before exceptional items for the last three y2ars are
set out below,

Year ended 315t Dewsmber,
199G 1991 1992
ZENECA o fm fm

Turnover 938 916 936
Trading profit before exceptional items 34 29 26

Specialtics’ sales can be broken down by business as follows:

Year ended 31st December,
1990 1991 1992
A fm fm
Organic Chemicals 492 473 467
Coatings 399 408 438

Biological Products 16 19 21
Other 3 16 10

Total 958 916 936

1992 compared with 1951

Specialtics’ 1992 sales were £936 mitlion, an increase of £20 million, or 2 per cent.,
compared with 1991, This primarily reflected higher sales from Coatings, which rose by
7 per cent. from 408 million in 1991 to £438 million in 1992. Organic Chemicals' sales
in 1992 were £467 million, compared with £473 million in 1991, reflecting growth in
biocides and fine chemicals, offset by reduced sales from the colours business duc to the
recessionary conditions in the textile industry, divestment and withdrawal from certain
product lines.

Specialties’ trading profit before exceprional items was £26 million in 1992 compared
with £29 million in 1991, a fall of 10 per cent.. Specialties’ trading profits reflect
development costs in its Biological Products activities as well as the profits from its
established busincsses in Organic Chemicals and Coatings. In 1992, trading profit before
exceptional items from Specialties’ established businesses was £55 million, compared with
445 million in 1991, The main elements of this increase were higher profits from
Coatings and favouralle exchange races, partially offset by the impact of divestments, Losses
attribatable to Biological Products in 1992 increased to £29 million from £16 million in
1991, reflecting higher levels of R&D and market development expenditure on Quorn
and, to a lesser extent, on Biopol.




1891 gompared with 1890

Specialtics” 1991 sales were £916 million compared with £938 million in 1990, a fall of
2 per cent.. This reduction resulred from a decline in colours” sales principally to the textife
industry, reflecting recessionary conditions, and Specialties’ restructuring programme,
Coatings' 1991 sales were £408 million, up from £399 millien in 1990, principally
reflecting increased resins sales,

Specialties” 1991 trading profit before exceptional items was £29 million, compared with
£34 million in 1990, a reduction of £5 million, or 15 per cent. Trading profit from
established businesses was £45 million, compared with £51 million in 1990. Thisreflected
reduced profits in the colours and fine chemicals businesses, partially offser by higher
profits from Coatings and, within Organic Chemicals, from biocides and effects. The
losses incurred in respect of Biological Products in 1991 were £16 million, compared with
£17 million in 1990.

LIOUVIDITY AND CAPITAL RESOURCES

Genoral

Prior to 1st January, 1993, ZeNEca did not operate as a scparsts geoup and, consequerily,
was nzither capitalised nor financed as such. ICI managed its cash rescurces centially and
cash generated by ZENECA's businesses was returned to ICI either as distributions, transters
of profits, repayments of indebtedness ot transfers of cash to the central ICI cash pools for
investment throughout the ICI Group, including ZenecA. ZungcAs historical cash flows
in respect of distributions to aud indebtedness owed to the ICI Group are thercfore not
indicative of the cash flows expected from an independent entity.

Netindebtedness

As at 31st December, 1992, Zengca had net indebtedness made up as follows:

£m
Total borrowings from the ICI Group 1,923
Total borrowings from third parties 196
Less: Cash, cutrent assct investments and short-term deposits {(418)
Total nct indebtedness 1,701

Included in cash, current asset investments and short-term deposits of £4 18 millionis £305
million in zespect of ZENECA’S insurance subsidiarics against possible insurance claims and
segrepated from Zengca’s other assets. Of the £305 million, approximately £210 million
was required as at 31st Decerrber, 1992 to meet insurance solvency requirements and,
therefore, was not readily available for the general purposcs of the Group.

The amounts due to the ICI Group of £1,923 million comprised borrowings of £1,364
million and $850 million (£559 million), On 15th April, 1993, ZenEca issued notes to an
ICI Group company under a committed note purchase agreement. The notes issued on that
date, which have a face value of £1,800 million, were issued principally to refinance the
£1,364 million referred to above and also to pravide short term working capitl to Zenaea
(see note 22 in Part 8). Part of the proceeds of such notes has been deposited with the ICI
Group ata market-based rate of interest. £1,300 miltion of the net proceeds of the Zensca
Rights Issuc, together with the amounts so deposited, will be applicd toward repayment of
the sterting indebtedness owed to the ICI Group. The dollar indebtedness is repayable by
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2002 {or, at ICI's option, at any time after 15t June, 1995) and may be zepad st Zenrca’s
option ar any time aftes 4th January, 1994, Zenecs, has negotiated medium-term oredit
lines, cotslling approximately $1,250 miflian, which ate comumitted subjeot to ghe
Demesger,

Asat 31st December, 1992, ZENECA's net assets were £212 milljion. Taking accountofthe
estimated net proceeds from the Zeneca Rights Issue, netassezs asat 31st December, 1992
would increase to £1,522 million and total indebtedness wonld decrease by £1,310 million.

Following the Demerger, Zeneca intends to establish commercial paper and commercial
credit facilitics and may incur addirional short and long-term borrowings from time to time
as it deems appropriate.

Operating Activities

Net cash inflow from operating activitiesamounted to £,682 million in 1992, £726 million
in 1991 and £779 million in 1995, The decreasc of £ 44 million from 199110 1992 resulted
froma decrease in trading profitbefore exceptional iteras of £95 million, partially offset by
tighter contrel of working capital,

The cash outflow relating to exceptional items of £34 million in 1992 and £32 millicn i
1991 arose targely from the restructuring provisions charged in 1990, The exceptional items
charged in 1992 amounting to £340 million are expected to lead to a cash outflow of
approximately £300 million, the majority of which is expected to occus before the end of
1995,

Net cash inflow from operating activities in 1991 decreased by £53 million as compared
with 1990, due mainly to cash outflow relating to exceptional items of £32 million and to
increased working capital requirements of £97 million, offset by increased trading profit of
£82 million,

investing Activities

The Group’s principal investing activity has been its capital expenditure programme, with
cash outlays totalling £ 754 million during the three year period ended 31st December, 1992
(1992: £268 million, 1991: £206 million and 1990: £280 million). This capital
expenditure related to expansion of capacity, particularly in Pharmaceuticals, normal
sustenance expenditure on plani and environmental expenditures. In 1992, £124 miliion,
or 46 per cent. of total cash outlays on capital expenditure, was incarred in Pharmaceuticals,
£64 million, or 24 per cent., in Agrochemicals and £68 million, or 25 per cent., in
Specialties. Capital expenditure decreased in * 991 as a result of restrictions placed by ICI ou
expenditure in Agrochemicals and Specialties, Asat 31st December, 1992, commitments for
capital expenditure amounted to £224 million (1991: £,248 million), of which £83 million
was contracted (1991: £44 million),

Cash proceeds trom the disposal of non-strategic businesses and product lines amomnted to
£104 million in 1932, £86 million in 19¥1 and £277 million in 1990, The disposals were
principally from Pharmaceuticals and Specialties and included, in 1990, proceeds of £239
million from the sale of the US over-the-counter pharmaceuticals business.

Working Capital

Zeneca's working capital (comprising stocks and debtors, excluding deferred taxation, less
other creditors payable within one year excluding corporate taxation) amounted to £823
million asat 31st Drcember, 1992, compared with £ 881 million at 31st December, 1991, 2
decrease of 58 million. Increases in other creditors of £302 million, principally avising
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trom exceptional items, viere partially offset by increases in stocks and debrors of £244
mitlion. A substantial portion of the increases in debtors, stocks, 2nd other creditors was
arrribotable vo movements in rachange rates. Zeneca’s working capital requirements are
weighted cowards the firse half of the year, principally due ro seasonal requirements within
Agrochemicals. Zeneca’s committed facilities covsr seasonal and other requizements.

Netcash flowbefore financing

The net cash flow before financing reported in the Accountants® Report is notindicative of
the cash flow of Zeneca which would have arisen had it been an independently financed
and managed entitv. On the assumption that £1,300 million of the net proceeds of the
ZenecARights Issue had been used to reduce amounts due tn the ICI Group with effegt from
15t January, 1992 and that Zeneca’s stated dividend policy hadbeen adopted, itis estimated
that Zengca’s 1992 net cash inflow before financing would have been approximately £110
million compated with the reported outflow of £40 million. Zeneca Limived will declare
and pay ICIa éividend of £70 million (net of tax ¢redit) on 27th May, 1993,
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Pant &

INDUSTRY REGULATION AND OTHER
LEGAL MATTERS

PRODUCT REGULATION
Introduction

Zengca's products are subject to numerous regulations concerned with theit safery and
cfficacy and, in the case of ethical pharmaceuticals, their pricing. The degrez and scope of
regulation vary across the different businesses and according to the jurisdiction concerned,
Most of the principal markets in which the Group operates are tightly zegulated and
standards are becoming increasingly demanding,

Regulations governing cthical pharmaceuticals, agrochemicals and, increasingly, biocides
and specialty chemicals are stringent and the manufacture and marketing of these products
is normally conditional upon regulatory approval. Registration processes are complex
and time-consuming and involve significant expenditure. Compliance with the stringent
standards imposed by the principal regulatory azencies, such as the FDA, makes it more
likely that applications to simifar agencies in other markeis will succeed. Nevertheless,
approval in one market does not nccessarily mean that approval will be accorded in other
markets. Regulation is concerned not only with a product’s chemical composition but
also with matters such as manufacturing, handling, packaging, labelling, distribution,
promotion and marketing.

Where necessary, each of ZENEcA’s businesses maintains dedicated regulatory staff with
substantial expertise and experience in applying for, pursuing and maintaining product
registrations in different jurisdictions.

Pharmacenticals — general

Pharmaceutical product registration or licensing is principally concerned with the safety,
efficacy and quality of new medicines. Beforea product is approved for marketing, it must
undergo exhaustive and lengthy clinical trials. Ic takes on average between 8 and 11 years
from the start of development of a new pharmaceutical compound to the submission of an
application for registration, The application will include specific details of the plant and
procedures involved in production. The time taken from submission of the application to
launch of the product is typically one to two years, except in the US where it is two to
four yeats.

Registrations and licences are normally required to be in the name of the company which
is carrying on activities subject to regulation. Before the creation of ZENECA, registrations
and licences for ZENEca products were generally held in the name of ICI. It has not yet
been practicable, however, to obtain registrations and livences in the name of the relevant
ZENECA company for every product in every country in which it is sold, Where necessary,
the Group has agreed interim arrangements with regularory authorities to allow the
relevant Group company to continue selling products in respect of which the relevant
product licence remains, for an interim period, in the name of ICIL

After a product has been approved by the regulatory authorities and has been launched, ic
is a condition of the product licence that all aspects relating to its safety, efficacy and
quality must be kept under review. Depending on the jurisdiction, fines or other petalties
may be imposed for failure to adhere to the conditions of product licences and, in extreme
cases, the product licence can be revoked.

During a product’s development and following its launch, the product may be the subject
of third party studies and reports that evaluate or comment upon its efficacy and relative
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benefit, alone and in combination with other produces, These studies and reporzs, even if
wot widely accepted by the scientific sommunity, may influence the acceprance of the
produet in the marker,

Diuring she life of a product, striet procedures must be in place to monitor, evaluate and
repost any potential adverse reactions. Where adverse reactions occur or it is judged that
they may occur, shanges may be required to prescribing advice and to the product licences;
wm extreme cases, the product may need to be withdrawn.

Internal moniroring procedures are also maintained in relation to registered products to
ensure that quality is assured and that operations are conducted in line with approved
processes. During the life of a product, improvements and modifications to manufacturing
processes may be made cither directly by the manufacturer or, as necessary, with the
approval of the relevant regulators. Approval is also required for any changes to product
formulation, packaging or labelling. In addition, manufacturing plants and processes are
subject to periodic external inspection by the regulators as part of their monitoring
procedures to ensure that manufacturers are complying with prescribed standards of
operation, Any issues identified as a result of such inspections are then addressed following
discussion and agreement with the relevant re *ulators. Inaddition, the regulatory agencies,
in particular the FDA, are seeking consinyine enhancements to current industry standards
of operation and compliance. Manageres @ berieves that Pharmaceuticals’ current operating
practices and enhancement plans are in line with those of other pharmaceutical companics.

Pharmaceuticals — Pricing

Prescription medicines are subject to competitive forces which affect prices and are further
constrained by price controls which operate in most countries in which Pharmaceuticals
sells its products. The mechanisms of price control are many and varied and can result in
large price differentials between markets, which may be further aggravated by currency
fluctuations. The pharmaccutical industry will continue to be affected by pressure to
contain healthcare expenditure as governments and other bodies increasingly seek to
control costs.

Currently there is no direct government control of prices in the US. In 1990, however,
federal legislation was enacted that required manufacturers to guarantce maximum
discounts to state agencies such as the Medicaid programme. This has led to actual and
draft legislation proposing similar treatment for other state and federal agencies, As a
result, where annual increases in the manufacturers’ list prices generally exceeded the
increase in the Consumer Price Index (“CPI"), public and government pressure has led to
self-imposed constraints to bring manufacturers’ average list price increases into line with
CPI inicreases, resulting in lower margins.

In addition, prices are being depressed by indirect pressure from ~urchasers who formally
restrict the range of drugs, based upon therapeutic and cost criteria, thata particular groap
of doctors may prescribe. Such limited lists or formularies may force manufacturers either
to reduce prices or to be excluded from the list, thereby losing all the sales revenue from
a substantial doctor population. The use of strict formularies by institutional customers is
increasing rapidly in response to the current cost containment environment.

The Clinton administration’s healthcare reforms are expected to include a package of
“managed care” proposals and, in addition, could include further attempts to restrict price
increases to no more than the CPI and to scrutinise the prices of new products to assess if
they can be justified by their therapeutic benefits, ZeNrca . * line with US pharmaceuticals
companies, has undertaken to restrict price inereases across its product range as a whole to
within the US CPI increase,
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Some governments in Europe, notably France, ltaly and Spain, set prace controls, having
regzrd ro the medical, economic and social impacr of thr product. An other European
countries, primarily Germnany, the UK and The Netheriands, regulatory agencies arc
exerting a strong downward pressure on prices by incentives and sanctions to encovrage
doctors to prescribe cost-cifectively, Efforts by the EC Commission to harmonise the
disparate national systems have met with little immediate success, leaving the industry
exposed toad hoc narionsl cost containment measures on prices and the consequent paraliel
trading of its products from markets with prices artificially depressed by governmentsinto
those operating on a competitive basis.

There is formal central government control of prices in Japan. New product prices are
determined primarily by comparison with existing products for the same medical condition,
All existing products are subject to a price review every two years, which usuvally leads o
an overall price reduction of approximately five to ten per cent.. Management believes that
the innovative nature of Pharmaceuticals' product range for serious conditions such as
cancer and heart disease has to some degree limited exposure to these reductions.

Agrochemils

The distribution and use of agricultural chemical products are regulated in each of
Agrochemicals’ main markets. Regulatory authorities have become increasingly
demanding about the data required to demonstrate the safety of pesticides during the
registration and re-registration procerses. The strictest standards are applicd in the US,
where the Environmental Protection A geacy (“EPA™) is the leading regulator, and in Japan
and Western Europe. The licence for an agriculcural chemical product is generally granted
for a specific period, after which application must be made to re-register the product.
Re-registrations frequently provide a licence to sell for a further ten years, and can be an
important means of maintaining a product’s market position after patent expiry. The
granting of a registration involves consideration of health, safety and environmental issues
alongside the performance and beiefits of the product. It commonly takes between seven
and ten years after the decision to develop a new candidate compound to achieve registration
of an agricultural chemical product containing that compound.

Gramoxone, Fusilade and Karate were re-registered in certain key Western European
countries in 1992, and applications under the US Federal Insecticide, Fungicide and
Rodenticide Act are being progressed, Management believes that taking this into account,
together with Agrochemicals’ re-registration experience elsewhere, all principal products
will be re-registered, as required, in their main markets.

Specialties

Only a minority of Specialties” products require regulatory approval or registration to
permit their intended end uscs in the markets in which they are sold. However, gencral
legislation requiring notification (reporting of chemical nature and hazard characteristics)
of any new chemical substance before commercial manufacture or supply can be undertaken
is increasing both in scope of reporting required and the number of authorities which
require it. In certain tetritories, including the US and some EC member states, biocides
ar¢ regulated ina similar way as agricultural chemical pesticides. In addition, indirect food
coutact approvaly are required for a range of Specialties’ biocides and specialised chemicals.

Development businesses

Seed products resulting from traditional plant breeding are not subject to registration
requirements. In some parts of the world (for example the EC), official trials 2re required
bef~  new varietics of seed products can be marketed. These trials are not concerned with
safec, issues but rather with performance relative to industry standards. Other major

58




Junisdrions such as the US do not require such testing. New seed products descloped
with the help of bioscience breeding aids are also not subjecs 5o registration. However,
genetically modified produzes resulring from bioscience applications will be regulated.
The regulatory framework for the commercial release of generically modified seed products
i the U5 is reasonably well defined and is compatible with implementation of Seeds®
lengerterm strategy. The regulatory framework in Western Europe and Japan remains to
be finalised, although the example see by the US is expected to be influential. Management
is confident that Seeds’ activities will not be materially impeded by these regulations, ‘The
business recognises that plant gene modification to produce new seed productsis the subject
of public interest and debate which may affect the speed of commercialisation. Seeds
is addressing these concerns through positive communication to increase the public’s
knowledge and awareness of the nature and benefits of this technology and through
adherence to the relevant food safety and regulatory requirements.

Guorn must be approved for sale and has been approved in the UK, its principal marker,
as well as in a number of other Eutopean countries. Biopol will be regulated when used in
the manufacture of medical devices and food contact materials.

INTELLECTUAL PROPERTY

Zengca attaches great imporeance co intellectual property rights, in particular patents and
trade marks, to protect its investment in R&D, manufacturing and marketing. Zuneca's
policy is to seek che widest possible protection for significant product developments in its
major markets. It also actively secks patent protection, where practicable, for new processes,
formulations and uses in respect of existing and new products. It monitors competitor
activity and vigorously seeks to enforce or defend its patent rights where appropriate.
Because of the importance of intellectual property to its businesses, ZENECA continually
secks to maximise its speed and effectivenessi  obtaining intellectual property protection.

Patent protection is generally available for new active ingredients and formulations
containing them, as well a5 the uses and processes for their manufacture, provided, in each
case, that they meet the basic critesia of novelty, inventiveness znd industrial applicabilicy.
The duration of patent protection is generally 20 years from filing a patent application in
all of ZENECA's main markets except for the US, where it is 17 years from grant. New
pharmaceutical and agricultural chemical products typically have a significantly shorter
period of effective patent protection after having undergone the lengthy development and
registration process preceding launch, Patent life extension has been addressed in respect
of pharmaceutical products in all of Pharmaceuticals® principal markets by legislation
which extendsthe period of protection beyond the usual patent expiry date. Such legisiation
came into force in the US and Japan in the 1980s. In the EC, a regulation addressing patent
life cxtension came into effect in January 1993 in all member states with the exception of
Grecce, Portugal and Spain, where it will become effective in January 1998, It creates a
new form of intellectual property right called a Supplementary Protection Certificate,
which confers extended protection, similar in scope to that conferred by a patent, on those
products for which a product licence has been granted. Existing Japanese legislation also
covers agricultural chemicals and a similar regulation is being pursued for agricultural
chemicals in the EC.

Seeds actively sceks to apply for patents for all significant inventions arising from its

bioscience research., This is a new arca for patenting and, although patents are being

granred, particufarly in the US where policy is clearer, the extent to which broader patents

will be upheld when challenged remains to be determined. Scuds’ strategy is to contest

selectively competing patents where it believes these are unreasonable and restrictive,

Where appropriate, Secds also applies for plane variety rights which protect the righe to
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se}} commercial plant lines. Seeds is currently engaped in 2 dispute concerning competing
patent properry for fruic and yegerable sipening technology. Management beliexes that
this dispuse will not materially affect Seeds” curzent plans.

Zeneca has a policy of registering rrade marks 2xtensively throughout its major markers
and vigorously defends its trade marks against the registration or use by third parties of
the same or similar marks,

SAFETY, HEALTH AND THE ENVIRONMENT

Most aspects of ZeNECA's businesses are subject to laws relating to safety, hevith and the
environment (“SHE"), The scope and severity of such laws vary across the different
businesses and according to the jurisdiction concerned. The industries in which Zeneca
operates ate under increasing pressure to reduce the environmental impact of their
manufacturing processes and products, primarily as 2 result of the growing worldwide
acceptance of the need for more stringent environmental protection, Conseats and licences
are normally required for the carrying on of manufacturing processes and these often need
to be held in the name of the company carrying on the regulated activity. The Company
considers that it has done all that is reasonably practicable to secure, where appropriate,
the transfer of such licences and consents into the name of the appropriate Group company.
While this administrative process has not yet been completed in all cases, the Company is
confident that the respective regulatory authorities will progress the applications
cayr+Jitiously.

Zeneca demands strict compliance by its businesses with all SHE laws and regulations in
each jurisdiction in which it operates. ZENECA's policy is to improve continuously its SHE
record, which it believes compares favourably with similar organisations. Management
believes that, with certain exceptions that are being addressed, the Group conducts its
operations substantially in compliance with relevant SHE regulations in all major markets.
However, there have been and may continue to be instances of non-compliance and
occasions where breaches occur as a result, for example, of accidental spills and leaks.

The Group has an established programme of SHE expenditure, In 1992, ZENECAs
expenditure on SHE related matters totalled £210 million, including botl capital and
revenue items, of which environmental protection accounted for approximately £100
million. ZENBCA estimates that expenditure for environmental protection in 1993 may be
as much as £140 million and that SHE expenditure will continue to be substantial in the
coming years. Environmental protection expenditure principally includes capital
expenditure on new plant, investigation and clean-up of Jand and groundwater
contamination {including related legal costs) and, to a lesser extent, various individual
items of revenue expenditure, including cnvironmental testing associated with product
registration, waste treatmeut and disposal, and costs associated with environmental
management and waste reduction programmes.

The Group incurs substantial costs in investigating and cleaning up land and groundwazter
contamination. The level of such costs in the future, which are expected to continue to be
substantial, will depend on 2 number of factors, including the nature and extent of any
contarnination that may ultimately be found to exist, the need for and type of any remedial
work undertaken and the standards required by applicable current and future environmental
laws and regulations. Liabilities arc generally more likely to crystallise where a
contaminated site is to be sold, its use changed or where a regulatory autherity insposes a
particular remedial measure. Costs of these liabilities may be offset by amounts recovered
from third parties, such as previous owners of the sites in question, or through insurance,
although the availability of pollution insurance and the scope for recovery under such
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insurance are wncertain, partivalarly in North America. Cernain jnsurance goverage for
envitonmenwl claims relating o several Zeseca entities, including the Stuffer
Manmagement Company {*SMC") claims referred to below, is currently being contested
by earriers, The outcome of this litigation will affect the cost of addressing Zeneca’s
environmental liabilicies,

The Group has environmental liabilities at some currently or formerly owned, leased and
third-parcy sites in the US. In particular, the Group or its indemnitees have been named a
potentially responsible party (*PRP™) in respect of 65 sites under the US Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended
{“CERCLA"), and similar state statutes (although the Group expects to be indemnified
against liabilities associated with 25 of these sites by the seller of the businesses associated
with such sites). Under CERCLA, each PRP has joint and several labiliey for the
investigation, remediation and monitoring costs associated with 2 site designated by the
EPA for clean-up. It is also recognised that ZENEca or its indembitees may be named as a
PRP in the future at other sites and may be subject to various other environmental
remediation orders or directives of US federal, state and local governmental agencies.

SMC, a subsidiary of the Company established in 1987 to own and manage certain assets
and [iabilities of Stauffer Chemica! Company (“Stauffer”), which was acquired that year,
has identified 49 environmentally impaired sites for which it may have responsibility that
will, in aggregate, require significant expenditure on clean-up and monitoring,

As with the Group's general investigation and clean-up costs described above, the level
of costs that will be required of the Group in connection with CERCLA and other
environmentaily impaired sites will depend upon numerous factors including, among other
things, the factors described above as well as the number and financial viabilicy of ¢*her
PRPs, the Group’s percentage of responsibility for clean-up at any given site and the
methods of remediation ultimately required. The relative importance of these factors varies
significantly from site to site. Many sites are at diffcrent stages in the regulatory process
or at different stages in the process of evaluating environmental damage or alternative
remediation methods. Where appropriate, ZBNECA actively participates in of monitors the
clean-up activities at sites for which it may have financial responsibility, and considers the
foregoing factors in evaluating such costs.

For the reasons discussed above, the requirement for the Group ultimately to take action
to correct the effects on the environment of prior disposal or release of chemical substances
by the Group or other partics, and its cost, are inherently difficult to estimate, The Group
has established provisions at 31st December, 1992 in respect of such costs in accordance
with the accounting policies described in note 1 of the Accountants’ Report, Although
there can be no assurance, management believes that, taking account of these provisions,
the cost of addressing currently identified environmental obligations, as the Group
currently views these obligations, is unlikely to impair materially the Group's financial
position, Such contingent costs, to the extent that they exceed applicable provisions, could
have a material adverse cffect on the Group's results of operations for the relevant period.

LITIGATION

ZeNECA is subject to a number of environmental litigation proceedings in the US. In
particular, in 1990, the US and State of California Trustees filed an action under CERCLA
in the US District Court for the Central District of California against defendants including
SMC, Montrose Chemical Corporation of California (*Montrose”) and several other
Zengca-related entities alleging DDT related natural resource damage near two ocean
dump sites, the Los Angeles/Long Beach Harbors and the Palos Verdes Peninsula. Rhone
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Poulenc Basic Chemicals Co. (“Rhone Poulenc™), indemnified hy SMC, avas added asa
defendant in 1991, The source of alleged DT redease is the Montrose plartan Torruce,
Califarnia. Montrose conducted operations at the facility from 1947 until 1982 during
which time the property was owned by Stau‘¥e; but is currently owned by a subsidiary of
SMC, The plaintiffs are sceking recovery for alleged damages to natural zesources as well
as a declaratin of liability for past and future response costs with respect to the former
Mon,.ose plant site, The relief sought has not been quantified. The defzndants have filed
an answer denying liability and the parties are presently conducting discovery. Due tozhe
length of the discovery period ordered, the trial of the case is not expected to commence
before 1998, A motion will be filed by the defendants in May 1993 to dismiss the District
Court action on statute of limitations grounds,

ZENECA is also involved in an action instituted in $991 in the US District Court for the
Eastern District of California. US and California State environmental agencies brought
suit under CERCLA against Rhone Poulenc for a declaration of liabilicy with respect to
past and future response costs related to the release of mining wastes at the Iron Mountiin
site in Northern California. The relief sought has not been quantified. Zeneca agreed ta
indemnify Rhéne Poulenc for all liabilities arising from this site as part of ZENECA’s sale
of Stauffer in 1987. Rhéne Poulenc has brought counterclaims against state and federal
agencics related to the government’s construction and operation of dams in the vicinity of
Iron Mountain. In response to plaintiffs’ motion to dismiss asserted defences in Seprember
1992, the District Court opined that mining wastes covered by the Bevill Amendment to
the US Resource Conservation and Recovery Act were exempt from CERCLA enforcement
actions. In January 1993, the Court reaffirmed its opinion and, as a result, defendants filed
a motion to dismiss the action. On 16th April, 1993, the Court granted the d:fendants’
motion to dismiss. The plaintiffs will have 60 days to appeal from the time the Court
enters its order on the decision. The extent of the Bevill Amendment exclusion under
CERCLA may be considered later this year by the Ninth Circuit in an unrelated case, On
30th April, 1993, the Environmental Protection Agency issued an Administrative Order
to Rhéne Poulenc under the Resource Conservation and Recovery Act directing Rhéne
Poulenc to continue activities originally ordered under CERCLA at the Iron Mountain
site. ZENECA is currently evaluating its response to this order,

Pharmaceuticals’ patent for Nolvadex has been the subject of infringement proceedings
brought by Pharmaccuticals against a generic manufacturer of tamoxifen, Barr Laboratories
{(“Barr”), in the US federal courts. As a result of a decision of the District Court for the
Southern District of New York in May 1992, the patent was rendered unenforceable.
While on appeal, in March 1993, the case was settled on terms that included an
acknowledgement by Barr that chere wasa substantial possibility that the patent ultimately
would have been held valid and enforceable, The District Court’s judgment was vacated,
with the effect that the patent continues to be valid and enforceable. The terms of the
settlement also provide for the appointmient of Barr as a non-exclusive distributor of
generic tamoxifen in the U until 2002, with Mharmacenticals manufacturing tamoxifen
for sale by Barr from November 1993, and for certain cash payments to be made by
Pharmaceuticals.

ZgnEca is also involved in various other legal proceedings of a nature considered typical
of its businesses, in.luding litigation relating to product liability and infringements of
intellectual properey rights and the validity of certain patents. Although there ¢an be no
assurance regarding the outcome of any of the proceedings referred to in this paragraph,
management believes that they will not havea material adverse effect on Zeneca’s financial
position.
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Part 7

DEMERGER AND CONTINUING
ARRANGEMENTS WITH IC]J

DEMERGER

An internal reorganisation of the ICI Group, which took effect on 1st January, 1993, was
undertaken in arder to consolidate the ICI Group’s bioscience businesses within a new
wholly owned subsidiary, Zeneca Limited. Thisinvolved the separation of the ICI Group's
worldwide chemical and bioscience interests by way of the transfer of assets (including the
share capital of subsidiaries) and liabilities. The reorganisation is substantially complete
although certain matters associated with the reorganisation (such as the assignment of
certain contracts and the transfer or reissue of certain licences, intellectual property rights
and permits) remain to be completed. Management believes that these outstanding matters
will not impair in any material respect the ability of Zenzca to carry on its business in the
ordinary course. Once the Demerger becomes effective, Zeneca Limited will become a
wholly owned subsidiary of the Company. Zeneca and ICI have agreed that, subject to
the passing of the Resolution and to the admission of the Zrnpca Ordinary shares to the
Official List of the London Stock Exchange, ICI will transfer the sharesin Zengca Limited
to the Company in exchange and in consideration for which the Company will issue the
ZengcA Demerger shares to ICI Sharcholders on the basis of one Zeneca Demerger share
for each ICI Ordinaxy share held at the Demerger Record Date, in satisfaction of a dividend
to be dexlared by ICI at the Extraordinary General Meeting on 28th May, 1993.

CONTINUING ARRANGEMENTS WITH ICH

Following the Demerger, ZENEcA and ICI will each operate as separate publicly listed
companics and neither ZeNecA nor ICI will retain any shareholding in the other. Sir
Denys Henderson, Chairman of ZENECA, is alse Chairman of ICL

Zenech and the ICI Group have agreed to transitional arrangements for the provision by
each group to the other of certain geods and services, including the provision of certain
raw matesials, services relating to share repistration, payroll, patents and trade mark
registrations, telecommunications, computing networks, major hardware and software.
The Groups have alse entered into agreements for the provision of common services at
split manufacturing sites, and certain cross distribution and agency arrangements. The
transitional arrangements were agreed with reference to arm’s length considerations and
were designed to ensure that cach party would bear an equitable share of the costs of the
relevant goods and services provided and of the costs of terminatien of such arrangements.
They operate, in the large majority of cases, at least until 31st December, 1994. Zeneca
has been granted a limited and non-exclusive licence to use the ICI letters and the ICI logo
in connection with the Zeneca businesses for a period of up to five years from 15t January,
1993, ZrNEca has agreed in principle to grant ICI pre-emption rights at market value over
Specialties’ resins and Flexpack/Novacote businesses should ZEnEca seck to dispose of

them in the future.

In addition to the transitional arzap gements referred to above, ZENgcA and the ICI Group
have entered into a number of longer-term agreements covering, for example, the licensing
and cross-licensing of certain common interest technology, collaboration in relation to
areas of common interest R&D and access by both groups to certain laboravory facilities.
Such arrangements were agreed with reference to arm’s length considerations.

ICl is a party to arrangesients with 1CI Australia Limited (“ICT Australia™), its 62.5 per
cent. subsidiary, pursuans to which ICI Australiaacts us disteibutor for the sale in Australasia

63

ZENECA

n €3 Pemadrg iy




ZENECA

of Pharmaceuticals’ and Agrochemicals” products. Zaneca intendsto appoint JCT Austaalia
as jts formulater and distributor of certain pharmaceudeal and agriculturd chemical
peoducts in Australasia spon mutuzlly satisfaczory arm’s Jength terms ro be agreed. The
parties will also examine the viability of longer-term joint wenture relationships for the
formulation and sale of Zeneca’s pharmaceutical and agricultural chemical products in
such territory,

INSURANCE

Zeneca and ICI own an insurance joint venture company in the UK, held as to 51 per
cent. by Zeneca and 49 per cent. by ICL The joint venture comapany acts as the holding
company for a group of companies {the “Insurance Group”) providing insurance cover te
both Zgnrca and the ICI Group as well as to third parties. In addition, Zenkca snd the
ICI Group have established another joint venture company, equally owned by the two
groups, to supply risk management and insurance purchasing services to both groups and
to supply certain other support services to the Insurance Group.

LIABILITIES AND RECIPROCAL INDEMNITIES

Subject to the Demerger becoming effective, Zeneca and ICI have agreed, with effect
from 1st January, 1993, to indemnify each other, subject to certain limitations, against
certain actual and contingent liabilitics associated with the businesses allocated to them in
connection with the internal reorganisation of the ICI Group refetred to under “Demerger”
above. The broad principle underlying these indemmnities is to ensure that legal effect is
given to the principles upon which it was agreed that the assets and liabilities should be
divided between ZENecA and ICL The arrangemznts cover a range of matters including
liability for breach of warranties and indemnities relating to past disposals of businesses
and companies, liabilities arising in respectof current and former employees, environmental
liabilities, product liabilities, obligations arising under restrictive covenants, the allocation
of liabilitics and expenses arising from the restructuring and certain rax Habilities.

ICI has agreed to indemnify the Directors in respect of any expenses reasonably incurred
by any Director in connection with his defence of any action or claim which arises, inter
alia, in connection with the approval and issue of this document to the extent that they
are not covered by insurance or tecoverable from third parties. The Company it turn
undertakes to indemnify ICI, to the extent that it may lawfully do so, in respect of any
payments which ICI may make under its indemnity to the Directors.

INTER-GROUPDEBT

As at 1st January, 1993, Zeraca owed £1,923 million to the ICI Group, arising out of
the reorganisation of the IC I Group prior to the Demerger. This comprised torrewings
of £1,364 million and $850 million (£559 million). On 15ih April, 1993, Zenrca issued
notes to an ICI Group company under a committed note purchase agreement. The notes
issued on that date, which have a face value of £1,800 million, were issued principally to
refinance the £1,364 million referced to above and also to provide short-term working
capital to ZENECA (see note 22 in Fart 8). Pare of the proceeds of such notes has been
deposited with the ICI Group at a market-based rate of interest. £1,365 million of tha net
proceeds of the Zeneca Rights Issue, together with the amounts so deposited, will be
applied toward repayment of the sterling indebtedness owed to the ICI Group. The dollar
indebtedness is repayable by 2002 (or, at ICI's option, at any time after 1st June, 1995)
and may be repaid at ZENgcA’s option at any time after 4th January, 1994.
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PENSIONS

Zenrca employees are agmbers of apppoxitnarely 40 pension schemes woddwide, Of
these, the ICI Penstan Fund (the *1C) Fund”) in the UK and the ICI Americas Plan in the
US aceownt for abeut 92 per cent, of the cotal past service Habilities foc employecs, defered
pensieners and pensioners of Gronp companies,

As from Ist Januacy, 1993, ZenecA Limited became a participating employer in the 1CI
Fuend and employees who transferred their employment from che ICI Group to Zeneca
Limited continued their membership of the JCI Fund withous interrupeion, Xt is intended
that, spon Demerger and subject to the consent of the wrustee {the “Trustee”) of the IC1
Fund, there will be no immediate changes in the pension arrangements of existing ZENECA
employees and Zewsca Limited will continue to participace in the ICI Fund for a
transitional period, probably until 31st March, 1994, Zznrea and ICI have agreed to
propose to the Trustee that after this period, and if the Trustee so determines, the JCI
Fund will be splitinto two funds with the employees of Zeneca and the deferred pensioners
and pensioners whose last emsployment was with & Zeneca business transterring to 2 newly
formed Zengca pension fund, A share of the ICI Fund would be transferred to the Zeneca
pension fund, which would initially mirror the terns of the ICI Fund and also have an
independent professional trustee. ZENECA and ICI have agreed to make reasonable effores
to ensure thae the splic takes place on this basis, and have entered into arrangements to
ensure that lsbilities are appropriately shazed berween chem should this net occur,

Ttis proposed thac the ICT Americas Plan will be spiit in a similar manner to the ICI Fund,
with the new plan being set up by ICI Americas Ine. it is also proposed that some of ICI's
other overseas pensios schemes will be split as 2 resule of the Démerger in asimilar manaer
to the ICI Fund.
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ACCOUNTANTS’ REPORT ON ZENECA

The following is a eopy of 2 report regeived from the Reporting Accountants, RFMG Peat Marwick,
Chartered Accountants:

H’W Peat Marwick

1 Buddle Dock
Blackfriars
London EC4V 3PN

The Directors
ZENECA Group PLC
Imperial Chemical House
9 Millbank

ZFMECA London SW1P 3JF

The Directors

8.G. Warburg & Co, Ltd, 12¢h May, 1993
2 Finsbury Avenue

London EC2M 2PA

Dear Sirs

Pursuant to a conditional zgreement dated 12th May, 1993 providing for the demerger (the ‘Demerger™)
of the bivscience interests (described in note 1 betow) of Imperial Chemical Industries PLC (ICI") and
its subsidiaries (together, the “ICI Group™), ICI will transfer its shares in its wholly-owned subsidiary
ZBNECA Limited to ZENECA Group PLC (the “Company”). The consideration for this transfer will be
satisfied by the issuc to ICI sharcholders of one ordinary share of 25 pence in the Company (an “Ordinary
Share™}, credited as fully paid, for each Ordinary Share i1 ICI held at 7.30 am on 1st June, 1993 in
satisfaction of the dividend which it is proposed should be declared at an Extraordinary General Meeting
of ICI to be held on 28th May, 1993. The Company, incorporated on 17th June, 1992, did rot trade from
incorporation to 31st December, 1992 and accounts have been drawn up and audited as at that date,

ZENJiCA Lisnited was incorporated on 29th April, 1992 and accounts were preparad and audited as at 315t
Devernber, 1992, ZENECA Limited did not trade in the period from incorporation to 3ist December,

992 although, under an agreement dated 18th December, 1992, certain of the IC Group's bioscience
interests were transferred to ZEMECA Limited prior to 15t January, 1993 with economic benefit rerained
by the ICI Group until that date. The ICI Group transferred its remaining bioscience interests to ZENECA
Limited with effect from st Janvary, 1993. I

We have examined the audited financial stacements of the companies and businesses which will comprise
the Company and its subsidiary undertakings (together “ZENECA") for the three years ended 31st
December, 1992 on the assumption that the Demerger becomes effective. Our examination has been

carried out in accordance with the Auditing Guideline: Prospectuses und the reporting accountant,

The summarised combined financial stacements for ZENECA, set out on pages 67 to 99 of the listing
particulars relating to Zeneca dated 12¢h May, 1993 (the “Listing Particutars”), which have been prepared
on the basis described in note  below {the “Combined Financial Statements”), show ZBHIECA"s combined
profit and Joss, cush flow and net assets for the years ended, and as at 31st December, 1920 1991 and
1992, and the combined turnover for the years ended 3 st December, 1988 and 1989 as set out in note 12
below, The Combined Finuncial Statements are hased on the audited accounts of the companies and
businesses comprising ZENECA, after making such adjustmients as we consider necessary. The principal

adjustments made are described in the Basis of Preparation set outin note 1 below.
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Inoorapinien the Combined Financizl Statements give, for the purposes of the Listing Particulars, 3 true

and fair view of the profic and cah flow of ZENECA for the periods stated 2nd of the state of affairs of
ZENECA 21 at the dates stated therein,

1. BASISOFPREPARATIGN AND ACCOUNTING POLICIES

Basis of Preparation of the Combined Financiai Statemantis of ZENECA

The Combincd Financial Statements set out below have been prepared on th: following bases:

iy  the Damerger has been approved by the shareholders of ICI at the Extraordinary General Mecting

on 28th May, 1993, following which z dividend has been declared by ICI which was satisfied by an issue

of ZENECA Qrdinary Shares by the Company to ICI sharcholders on Ist June, 1993, in consideration for

the transfer on that date of ZENECA Limited to the Company;

ZENECA

(ii) the financial statements of the companics and businesses comprising the ICI Group’s

pharmaceuticals, agrochemicals and specialties businesses and related undersakings have been included in

the Combined Financial Statements as if they had been part of ZENECA throughour the three year period

ended 31st December, 1992 (the “Period”), or from the date of acquisitios by the ICI Group or up to the

darte of disposai by the ICI Group, as appropriate. Distributions and transfers out of retained income made

by ZENECA subsidiaries and businesses have been treated as a reduction in net assets (i.c. as if they were
dividends);

(iii) the Combined Financial Statements include interest on the actual loans existing berween the ICI

Groupand ZENECA and on the indcbtedness between the ICI Group and ZENECA assumed on 1st Januaty,

1993, adjusted for subsequent capitalisations prior to Demerger, as if such indebtedness had been in place

throughout the Period. The charge for interest on such indebtedness takes account of the timing of cash

flows on the basis of the average funding rate borne by the ICT Group in each accounting period. For cash

flow purposes, interest on the assumed indebtedness to the ICI Group, and associated ¢ax relief, has been

treated as a non-cash movement through the loan account with the ICE Group. For net asset strtement

presentation, indebtedness berween the ICI Group and ZENECA has been shown as a net balance since

individuzl financing debtor and creditor balances between the ICI Group and ZENECA wiil be consolidated

prior to the Demerger;

(iv)  thetaxation chargeattzibutable to ZENECA isbased on the charge to taxation of dedicated subsidiaries

of the Company and an appropriate allocation of the tax charge incurred by the ICI Group where bath

bioscience and non-bioscience activities were carried out within a single legal entity, Only actual tax

payments by dedicated ZENECA subsidiaries have been included in the combined statement of cash flows;

paymetts by ICI subsidiaries of tax in respect of income attributable to bioscience activitics have beentreated

as non-cash movements; and

v references to ¥ £ m" are to millions of pounds sterling.
p

Accounting Policias

Basis of Acconnting

The Combined Financial Statements arc prepared under the historical cost convention and in accordance

with applicable accounting standards, The following paragraphs describe the main accounting policies.

The accounting policies of soine overseas subsidiaries do not conform with UK Accounting Standards and,

where appropriate, adjustments are made on combination in order o present the Combined Financial

Statements on s consistent basis,
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Dcprﬂiation

ZENECA's policy is 10 write off the book valuc of each tangible fixed asset evenly over its estimated
remaining Jife. Reviews are made periodically of the estimated semaining Jives of individual productive
asseis, tsking account of commereial and technologiczl obsolescence a5 well as normal wear and zear,
Under chis policy it becomes impracticable to ealeadate av rage asset lives exactly; howeves, the total lives
approximate to 20 years for builings and 3 yr 115 Fus plant and equipment. Depreciation of assets

qualifying for grants is caleulated on their full cos,,

Foreign Currencies

Profit and loss accounts in forcign currencies are translated into sterling at average rates for the relevant
accounting periods. Asscts and liabilities are transtated at exchange rates prevailing at the date of the

combined statements of net assets.

Exchange differences on short-term foreign currency borrowings and deposits are included with net
interest payable. Exchange differences onall other transactions, except relevant foreign currency loans, are
taken totrading profit. In the combined financial statementsexchange differencesarising on combination of
the net investinents in overseas subsidiary undertakings and associated undertakings are taken directly to
the statement of total recognised gains and losses. Differences on relevant foreign currency loans are taken
to the statement of total recognlsed gains and losses and offset against the differences on nct investments,

as they are considered to be 2 hedge against movements on the net investments.

Goodwill

On the acquisition of 2 business, fair values are attributed to the net assets acquired. Goodwill arises where
the fair value of the consideration given for 2 business exceeds such nee assets, UK Accounting Standards
require that purchased goodwill be climinated either upon acquisition agsinst reserves or by amortisation
over a period. Elimination against reserves has been selected as appropriate to the goodwill purchases made
during the Period, On the subsequent disposal or tetmination of a previously acquired business, the profic
of loss on disposal or termination is caleulated after charging the gross amount of any related goodwill

previously taken directly to reserves,

Leases

Assets held under finance leases are capitalised and included in tangible fixed assets at fair value, Each asset
is depreciated over the shorter of the lease term ot its useful life. The obligations related to finance leases,
net of finance charges in respect of future periods, are included as appropriate under creditors due within,
or creditors duc after, one year, The interest clement of the rental obligation is allocated to accounting
petivdsduring the lease term to reflect a constant rate of interest on the remaining balance of the obligation

for each accounting period. Rentals under operating [eases arecharged to profit and loss account as incurred.

Penston Costs

The pension costs relating to UK retirement plans are assessed in accordance with the advice of independent
qualified actuarics. The amounts so determined include the regular cost of providing the benefits under
the plans which it is intended should remain a level percentage of cutrent and expected future earnings of
the employces covered under the plans. Variations from the regular pension cost are spread on asystemaric

basis over the estimated average remaining service lives of current employecs in the plans.
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Retiwement plansef ar o JK subsiiary undemakings are accounted for in accordance with Jocal conditions
and practice. With wnnor exceptions, shese subsidiary wndernkings secogrise the expected cost of
pmvidmg Pensionsona systematicbasis aver the average remaining service lives of exvployeesinaccordince
witk the advice of independent qualified acenaries,

Associated Undertakings

Anassociated undertaking is a company in which ZENECA has a participating interect (of 20 per cent. to
50 per cent, inclusive) and on whose commercial and financial policy decisions ZENECA cxercises

significant influence,

ZENECA's share of the profits less losses of all sipntficant assaciated undertakings is included in the
combined profit and loss acceunts on the equity accounting basis. The holding value of significant
associated undercakings in the combined statements of ner assets is calculated by reference to ZENECA's
cquity in the net tangible assets of such undertakings, as shown by the most secent accounts available,

adjusted where appropriate,

Research and Development

Research and development expenditure is eharped to profit in the year in which it is incurred,

Stock Valuation

Finished goods are stated at the lower of cost or net realisable value, raw materials and other stocks at the
lower of cost or replacement price; the first in, first out or an average method of valuation is used. In
determining cost, depreciation is included but selling expenses and certain overhead expenses (principally
central administration costs) are excluded, Net realisable value is determined as estimated selling price less

costs of disposal.

Taxation

The charge for taxation is based on the profits for the year and takes into account taxation deferred because
of timing differences between the treatment of certain items for taxation and fer accounting purposes,
However, no provision is made for taxation deferred by relicfs unless there is reasonable evidence that

such deferred taxation will be payable in the future.

Euvironmental Liahilities

ZENECA is exposed to environmental liabilities relating to its past operations, principally in respect of soil
and groundwater remediation costs. Provisions for these costs are made when expenditure on remedial
wark is probable and the cost can be estimated within a reasonable range of possibie outcomes,

Turnover

Turnover excludes inter-company turnover and value added taxes, Revenue is recognised at the point at

which title passes.
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2. COMBINED PROFITAND LOSS ACCOUNTS

For the year
ended 31st December,

Before Exceptiona] |
exceptional dtems |
items {note 6)
1990 99 1992 1992 1992
Notes Lm Lm fm fm Lm
Turnover 3,810 3,929 3,979 - 3979
Operating costs 8 (3259) (3,293}  (3.445) (304)) (3,749)
Other operating income 8 49 46 53 - 53
Trading profit 8 600 682 587 (304)] 283
ZENECA Share of profits less losses of
associated undertakings 9 2 11 7
Profits less losses on sale or closure
of operations 6 18 - 16
Provisions for costs of reorganisation 6 (95) - {(52)
Profit on disposal of fixed assets 6 - 4 -
Profit on ordinary activities
before interest 525 697 254
Net interest payable 10 (171) (166) (152)
Profit on ordinary activities
before taxation 354 531 102
Tax on profit on ordinary activities i1 {120) (167 (10)
Profit on ordinary activitics after
taxation 234 364 92
Attributable to minority interests (12) {19) (12)
Net profit for the financial year 222 345 80
Profit before exceptional items
Profit from ordinary activitics
before taxation 431 527 442
Net profit for the financial year 283 34 342
Earnings per Ordinary Share
before exceptional items (pence) 13 39.6p 47.8p 47.9p
Eatnings per Ordinary Share (pence) 13 3M.dp 483p 11.2p

3. STATEMENTS OFTOTAL RECOGNISED GAINS AND LOSSES

For the year
ended 315t December,

i9%0 1591 1992

Notes Lm Lm Lm

Net profit for the financial year 23 222 345 80
Currency translation differences on forcign

currency net investments and related loans 23 10 39 93

Total recognised gains and losses relating to the year 232 384 173
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4, COMBINED STATEMENTS OF NET ASSETS

As at 313t Decesaber,
1950 199 1992
Notes Lm L Lm

Fixed assets
Tangible assets 14 1,295 1,357 1,559
Investmenis in participating interests 15 29 28 33
1,324 1,385 1,592
Current assets
Stocks 16 674 693 836
ZENECA
. Debtors 17 847 973 1,161
Investments and short-term deposits 18 251 273 315
Cash 67 76 103
1,839 2015 2415
Total assets 3,163 3400 4,007

Creditors due within one year

Short-term borrowings 19 82 96 149
Current instalments of loans 22 8 8 11
Otcher creditors 20 748 821 1,163
Amounts due to the ICI Group 22 - - 1,064

| 838 925 2,387

Net current assets 1,001 1,090 28

Total asscts less curront liabilities 2,325 2475 1,620

Creditors due after more than one year

Loans 22 97 94 36
Other creditors 20 26 33 37
Amounts due to the ICI Group 22 1,610 1,626 859

1,733 1,75} 932
Provisions for liabilities and charges 21 238 232 419
Minority interests 58 72 57

2,029 2057 1,408

Net assets 23 296 418 212
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5. COMBINED STATEMENTS OF CASH FLOW

Forahe year
ended 315t Decermbor,
1990 1991 19
Notes Lm Lim Lm
Cash inflow from operating activities
Net cash inflow from trading operations 24 779 758 716
Qutflow related to exceptional items 25 - (32 (34)
Net cash inflow from operating activities 779 726 682
Returns on investments and servicing of finance
Extecnal interest and dividends received 24 33 50 40
External interest paid 47y (2 (3
Interest paid ro the 1CI Group @ 15 (20
Distributions and 1ransfers to the ICI Group {126)* (334) (421)*
Dividends paid by subsidiary undertakings to miniority
interests {2) - (33)
Net cash outflow from returns on investments and
servicing of finonce {150} (326) (472}
Net tax paid {211}  (130)  (74)
Investing activities
Cash expenditure on eangible fixed assees (280) (206} (268)
Acquisitions and new fixed asset investments 27 (41) v} (2)
Dispasals 28 77 B6 104
Realisation (acquisition) of short-term investments and
deposits 10 13 (10
Net cash outflow from investing activities (34) (109) (176)
Net cash inflow (outflow) before financing g4: 161 (40)
Financing
Net decrease in exeernal loans 25 (8) {3 (69)
Net decrease in lease finance 29 ~ n 2
Net decrease in short-term borrowings 29 - - (3)
Net cash movements in the debr with the 1CI Gronp 29 {282) (136) 134
Net cash (outflow) inflow from financing (288)  (140) 60
Increase in cash and cash equivalents 30 96 21 20

* The distributions and transfers to the ICT Group and interest paid to the 1CI Geoup ate not indicative of

the dividends and interest ZENECA will pay as an independently managed and financed enity, In the
absence of unforescen circtitastances, the Board of ZENECA expeets to declare dividends in respect of 1993

totalling not less than 27.9p (net of tax ¢redit) per Ordinary Share, On the basis of 714 million ICI

Ordinary Shares in issue at $1st December, 1992 {soe note 13), the net annual dividend in respect of 1993

would amount to approximately ,£196m,
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6, EXCEPTIONALITEMS

Qwing to the maserial impace thar exceptional jtems have had on the reported results, these iteras have
been disclosed on the face of the combined profit and loss accounts so that their overall effect may be

betterappreciated,
For the year
ended 31st December,

199 1991 1992
fm  fm fm

Charged in arriving at trading profit
Provisions for environmental liabilicies - - (109)
Re-assessment to reflect current experience and tightening
worldwide requirements. Provisions to remediate impaired
sites, principally relating to potential soil and groundwater
contamination, have been increased to a more prudent level

within the range of possible outcomes,

Provisions for business rationalisation - - (195)
The cost of restructuring initiatives to address ZENECA's
cost base. The initiatives are being taken by all businesses
and include actions to streamline operating, corporate
and regional support functions, The charge includes
employee related costs, prineipally severance, of £113m
and asset write downs and provisions of £69m.
- - (304)
Profits less losses on sale or closure of operations and
related provisions
Profits 26 - 55
Losses/provisions {8) - (39)
18 - 16
Provisions for costs of reorganisation in preparation for
potential demerger, including professional fees, product
- - )

registration and labelling costs
Provisions for costs of a fundamental reorganisation and
restructuring of the ICI Group business portfolio (95)
Profit on disposal of fixed assets

Exceptional items within profit (loss) on ordinary activitics

before taxation (77) 4 (340)

Exceptional tax credits (see note 11) i6

(61) 4 (262)
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7. NOTEOFHISTORICAL COST PROFITS AND 1 OSSES

There were po matesia] differeaces between reported profits and Josses and historical cost profics and Josses

on ordinary activitics before tax.

8. TRADINGPROFIT

For the year ended
315t December,

Before Exceptional

exceptional dtems
items {mote 6)
1990 1991 1992 1992 1992
Am £Lm Lim Lm Lm
Turnover 3,810 3,929 3,979 - | 3979
Operating costs
Cost of sales (1,629 (1,549) { (1,617) {4) (1,621}
Distribution costs (170)  (167) (155) (1) | (156)
Research and development (365) (376) {434) (12) | (446)
Technical service (31) (40) (23) - (23)
Administrative and other expenses (1,064) (1,161) | (1,216) (178) |{1,394)
Exceptional provistons
for environmental liabilities* - - - (109} | (109)
(3,259 (3,203) | (3.445) (304) ((3,749)
Other operating income
Government grants 2 4 2 2
Royalties 19 27 37 37
Other income 28 15 14 14
49 46 53 53
Trading profit 600 682 587 (304) ( 283
Charge for depreciation included above 156 156 160 4 164
1990 1991 1992
4000 £000 £7000
Emoluments of ditcctors** 786 1,121 1,147
Auditors’ remuneration 1,500 1,600 1,800

I

*Environmental provisions would be classified as administrative and other expenses.

**Directors of the ICI Group who have been appointed as ZENECA directors.
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9. SHAREOFPROFITS LESS LOSSES OF ASSOCIATED

UNDERTAKINGS
For the year
ended 315t December,
1990 199 1392
Lm Lm Lm
Share of profits less losses
Share of nndistributed profits less losses 4 2 1
Dividend income 4 3
Share of profits less losses before tax 5 6
Gains less losses on dispoesals of investments (1) 8
Amunts written off investments (including
provisions raised £nil (1991: £2m; 1990:£2m)) (2) {3) -
2 i1 7

Toral dividend income from shares in associated undertakings comprised £3m {1991: f4m; 1990: £1m)

from unlisted companies,

10, NETINTERESTPAYABLE

For the year
ended 31st December,
1990 1991 1992
Lm fm £m
Tuterest payable and similar charges
Loan interzst 10 10 6
Interest on short-term borrowings and other financing costs 23 k3| 25

33 41 3

Interest receivable and similar income from current

asset investiments
Listed redeemable securitics (10) (15) (7)
Short-term deposits (21) (29 (28)

{31) (44) (35)

Net intercst payable to the ICI Group 169 169 156

Net interest payable 171 166 152

Loan interest includes £2m (1991 £8m; 1990: £7m) on loans not wholly sepayable within

5 years,
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11, TAXON PFROFIT ON QRDINARY ACTIVITIES

Forthe year
. ended 31t Becember,
1990 1 1992

Lm fm Lm
ZENECA Group PLC and subsidiary undertzkings
UK taxation
Corporation tax 18 86 99
Double taxation relief {16) 49 (68)
Deferred taxation {4} - {56)

@ ¥ )

Overseas raxation
Overseas taxes 99 107 93
Deferred taxation 21 21 (59

120 128 34

Associated undertakings 2 2 ]

Tax on profit on ordinary activities 120 167 10

UK and overseas taxation has been provided on the profits earned for the periods covered by the accounts,
UK corporation tax has been provided at the rate of 33 per cent, (1991: 33,25 per centy; 1990: 35 percent),
The UK corporation tax charge includes tax relief on interest on the assumed indebtedness from the 1Ci
Group of £46m {1991: £47m; 1990: £31m).

For the year
ended 315t December,
1990 1991 1992
Lm £Lm Lm
Exceptional items included in tax on
ordinary activities
Tax costs of reorganisation in preparation for
potential Demerger - - 13
Tax relief on exceptional items* (16) - (81)
Total exceptional tax (16) - (78)

*including deferred tax relicf of £88m (1991: [nil; 1990: £nil),

The components of the timing differences giving rise to the total UK and Overscas deferred taxation

charge {credit) is analysed as follows:

For the year

ended 31st December,
1990 1991 1992
Lm Lm Lm
Reorganisation and rationalisation provisions (12) - (30)
Environmental and other provisions - (43
Unrealised profits on a non recurring intercompany stock transfer - - (26)
Interest accruals 15 - -
Other items 14 14 {16)

Irrevn s — i e s

17 21 (115

—— e
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1., TAX ONPROFIT ON ORDINARY ACTIVITIES {continned)

Deferred taxation .

Yhe amounts of deferred raxation accounted for in the combined statements of net assers and the potential

artonnrs of defecred taxation are disclosed below.

Asat
3 st December,
1M 1992
Am o fm
Accounted for at 31st December
i Timing differences on UK capital allowances and depreciation - - ]
Exceptional iteras and miscellaneous timing differences 10 (87)
ZENECA
10 (87)
Not accounted for at 31st December
UK capital allowances utilised in excess of depreciation 101 108
Exceptional items and miscellancous timing differences (11) {(91)
30 Y
Full potential deferred taxation 40 (70)

12, SEGMENTINFORMATION

Classes of Business

The elasses of business information shown below includes supplementary audited wrnover for the years
ended 31st December, 1988 and 1989.

Total assets less
current liabilitics
Turnover 1or the year ended asat
31st December, 31st December,
1583 1982 1990 1991 1992 19%0 1991 1992
Lm £m Lm Lm £Lm £m Lm Lm

Pharmaceuticals 1,106 1,268 1,375 1,552 1,607 573 6567 794 v
Agrochemicals 1,122 1,276 1,289 1,316 1,288 792 818 876 “
Specialties 813 Ly ¥y 938 91¢ %16 491 550 512 ','
Trading and Miscellaneous 266 293 208 148 148 41 8 (51) Y

3307 3,754 3,810 3,920 3,979

® L e
e

Net operating assets 1,897 2043 2,131
Net non-operating assets {liabilitics) 428 432 (511)

2,326 2475 1,620

s 8 . b,

ZENECA's policy is to transfer products internally at external market prices.

Net non-operating asscts include assets in course of construction, investments in associated undertakings
and other participating interests, current asset investments, short-term deposits and cash, and debtors and

creditors not attributable to business segments,

77




ZENECA

12, SEGMENTINFORMATION {cont.nued)

Profivhelone Profie akter
Fxceptional dtezns exceptional aroms
for the year for the year

—cndedstDecontrer, _ended 32s December,
199C 1991 1992 1990 1594 1992
Lm Lm Lm Lm fm £m

Pharmaceuticals 473 536 488 483 536 492
Agrochemicals 108 145 85 108 145 23
Specialties 34 29 26 42 29 {40)
Trading and Miscellancous (15) (28) (12) (15 (249 {(67)
Trading profit before exceptional

items 600 682 587
Share of profits less losses

of associated undertakings 2 11 7 2 11 7
Provisions for environmental

liabilities - - {109)
Provisions for costs of

reorganisation (95) - (52)
Net interest payable (171) (166) (152) (171) (166} (152)
Profit before taxation 431 527 442 354 531 102

The environmental provisions are largely associated with former plant sites, and third party sites, not
refated to current business operations, The provisions for costs of rearganisation in 1990 arose from a
fundamental reorganisation of the ICI Gruup, The charge relates to Agrochemicals (£32m), Specialties
(£25m), and Trading and Miscellaneous (,{34m), Provisions for the cost of reorganisation in 1992 are not

attributable to business segments.

Research and

development Capital expenditure Depreciation
forthe year for the year for the year
¢nded 31st December, cnded 315t December, ended 31st December,

1990 1991 1992 1990 1991 1992 1990 1991 1992
Lm Lm Lim Lm Lm Lm L £m Lfm

Pharmaceuticais 202 223 256 99 90 121 65 60 63
Agrochemicals 136 133 140 83 58 64 49 49 60
Specialties 58 60 61 90 53 69 54 LY 48
Trading and

Miscellancous - - - 7 6 14 6 6 10

396 416 457 279 207 268 174 156 181

Rescarch and development costs include technical service.

Geograplic areas

The information above s re-analysed in the table below by geographicarea. The figures for cach geographic
area show the net operating assets owned by and the turnover and profit made by companics located in

that arca; cxport sales and related profits are included in che areas from which those sales were made.
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12, SEGMENT INFORMATION (continued)

UK
Salesin the UK
Sales oversess

‘Turnover Net oprrating assces
for the year asat
ended 31t December, 31st December,
1590 19%1 1992 1930 1993 1992
L Lm £m Lm Lm L

304 278 302
1,415 1229 1,403

Continental Europe
The Americas

Asia Pacific

Other countries

1419 1,507 1,705
1,334 1,305 1,326
1,582 1,742 1,687
340 358 394
77 81 72

Inter-area eliminations

4752 4993 5,184
(942) (1,064) (1,205)

1,034 1,174 1,110
326 M6 326
524 il6é 603

23 106 141

(80) (69) (1)

ZENECA

3810 3929 3979

1,897 2,043 2,131

Inter-area turnover shown above includes sales from the UK to overseas subsidiaries of £1,032m (1991:

L874m; 1990; £736m),

Ui

Continental Europe
The Americas

Asia Pacific

Other countrics

Profit before
exceptional items
for the year
ended 315t December,

Profitafter
exceptional items
for the year
ended st December,

1950 1951 1992

Lm £Lm Lm

117 228 203
15 123 119
311 311 238
27 20 31
2 6 8)

1990 1991 1992
£m Lm Lm

135 228 167
115 123 88
31 n 126
27 i3 31
2 6 (8)

Inter-area eliminations

572 697 583
28 (15) 4

Trading profit before exceptional
items

Share of profit less losses
of associated undertakings

Provisions for environmental
liabilitics

Provisions for costs of
reorganisation

Net interest payable

600 682 587

(171)  (166)  {152)

590 701 404
28 {15) 4

- - (109)

(95) - (52)
(171)  (166)  (152)

Profit before taxation

431 527 442

—_

354 LX) 102

e
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12, SEGMENT INFORMATION {continued)

Provisions for environmengal Jiabilities are related to sites o The Americas, The provisions Lor costs of
reprganisation in 1990 arose from 2 fundamental reorganisation of the JC Group. The charge sclates o
the UK (£51m), Cuntinental Europe ({26m), The Americas (£16m), Asia Pacific (£11) and Other

countries (£1m).

Geographic markets

Turnover in cach geographic market in which customers are focated
UK

Continental Europe

The Ameriecas

Asia Pacific

Qther countries

For the year
ended 31st December,

1550 1993 1992
£m Lm £m

Total turnover

Employces

Average number of people employed by ZENECA in
UK

Continental Europe

The Americas

Asia Pacific

Other countries

For the year
ended 31st December,

1950 1991 1992

14,000 13,800 13,600
6,900 6,900 6,900
12,400 11,800 11,000
1,800 1,700 1,700
1,100 1,000 700

Total employees

36,200 35,200 33,900

The number of people employed by ZENECA at the end of 1992 was 33,300 (1991: 34,000; 1950:

35,800).




t3, EARNINGS PERORDINARY SHARE
Forthe year

_.eaded 316t Decomber,

1950 199} 1992

MNet profit for the financial year before exceptional items ({m) 283 341 342

Exceptional items after tax and minorities (£m) (61) 4 (262)

Nes profik for the financial year ({m) 222 345 80

Ordinary Shares (millions) 714 74 N4

Earnings per Ordinary Share before exceptional items 39.6p 47.8p 47.9p

Earnings {loss} per Ordinary Share on exceptional items (8.5 0S5p (367)p ZENECA

Barnings per Ordinary Share 31.1p 483p 1.2p

e —— —r—c

Earnings per Ordinary Share has been calculated on the basis of 714 million ICI Ordinary Shares in issue
as at 31st December, 1992. Under the terms of the Demerger the Company will issue one Qrdinary Share,
credited as fully paid, for every one Ordinary Share in ICL

Eacnings per Ordinary Share before exceptional items has been caleulated to show the impactofexceptional
items on the tesults, a5 such ivtems can have a distorting effect on earnings from year to year and therefore

warrant sepanate consideration.

14, TANGIBLE FIXED ASSETS

Payments on

account and

assets in

fandand  Plantand course of
buildings cquipment _ construction __ Total

Lm Lm Lm £m
Cost
At beginning of year &0% 1,568 188 2,365
Exchange adjustments 76 139 11 226
New subsidiary undertakings - 1 - {
Capital expenditure - - 268 268
Transfer of assets into use ' 50 161 (211) -
Disposals and other movements ‘ (10) {136} - (146)
At end of year 725 1,733 256 2,714
Depreciation
At beginning of year 164 844 1,008
Exchange adjustments 17 68 85
Disposals and other movements (1) (108) (119
Charge for year 25 156 181
At end of year 195 960 1,155
Met book value at 315t December, 1992 530 773 256 1,559
Net book value at 315t Decerber, 1991 445 724 188 1,357

et s
————

——
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14. TANGIBLE FIXED ASSETS {continued)

ZENECA's depreciation charge of £181m shown above comprises £164m charged in arriving at trading
profitand £17m charged within profits less dosses on sale orclosure of operations,

The net book value of the tangible fixed assets at 31 December 1992 includes capitalised finance deases of
£,14m comprising cost of £20m and sccumulated depreciztion therenn of £L6m, The depreciation charge

for the year in respect of capitalised Jeases was £1m and finance charges £2m.

Asa
315t December,
1951 1992
Lm Lm
The net book value of land and buildings comprised

Frecholds 435 518
Long leases {over 50 years unexpired) 7 9
Short leases 3 3
445 530

15, INVESTMENTS IN PARTICIPATING INTERESTS

Other

Associated  participating
undertakings interests Total

Am Lm Lm

Cost

At beginning of year 3 10 13
Exchange adjustments t 1 2
Atend of year 4 11 15

Share of post-acquisition reserves less losses

At beginning of year 17 17
Exchange adjustments 3 5
Retained profits less losses 1 1
At end of year 21 21
Provisions

At beginning of year - {2) (2)
Other movements - (1) m
At end of year - )] (3
Net book value at 31st December, 1992 25 8 33
Net ook value at 31st December, 1991 20 8 28

T e

None of the above investments is listed,
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16, STOCKS

Raw materials and consumables
Stacks in process
Finished goods and goods for resale

DEBTORS
Asat ZENECA

315t December,

1991 1992
Lm Lm

Amounts due within one year
Trade debtors

Other debtors

Deferred taxation (see note 21)
Prepayments and accrued income *

Amounts duc after more than one year
Other debtors

*Includes prepaid pension costs (note 33),

18. CURRENT ASSETINVESTMENTS AND SHORT-TERM DEPOSITS

Asat
315t December,
1991 1992
Am fm
Redeemable securities listed on the London Stock Exchange 35 80
Other listed investments 57 27

Toral listed investments 92
Unlisted investments 4

96

Short-teem deposits

Included in cash and cash equivalents (see note 30) 202

Market value of listed investments 92 107

Included in current asset investments, shott-term deposits and cash are amounts totalling £305m (1991:
£267m), in respect of ZENECA’s 51 per cent. owned insutanee subsidiaries of which approximately
£210m (1991: £160m) is not readily availabic for the general purposes of ZBNECA,
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19. SHORT-TERM BORROWINGS

Asat
Mslecenber, |
1991 1992
Lm Lm
Bank borrowings
Secured by fixed charge 2 -
Sccured by floating charge 1 1
Unsecured 93 147
95 148
Other borrowings {unsccured) 1 i
ZENECA o 1o
Included in cash and cash equivalents (see note 30) 96 149
20. OTHER CREDITORS
Asat
313t December,
1991 1992
Lm fm
Amounts due within one year
Trade creditors 266 350
Corporate taxation 36 76
Value added and payroll taxes and social security 17 33
Other creditors * 298 469
Accruals 204 235
821 1,163
Amouats due after more than one year
Other creditors * 26 31
Grants not yet credited to income 7
33 37

* Other ereditors include amounts totalling £150m (1991: £126m) in respect of ZENECA's 51 per cent.

owned insurance subsidiaries to meet their insurance obligations; costs charged as exceptional items in

1992 (note 6); obligations under finance leases (note 31); and accrued pension costs {(note 33),
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21, PROVISIONS FORLIABILITIES AND CHARGES
Reorganisstion,
environmendtal,

Deferred Employce  and other
taxation  benefits®  provisions  Total
£Lm Lm A Lm
Acheginning of 1991 - 115 123 238
Profic and loss account 21 33 29 83
Netamounts paid or becoming
current - (10) {66y  (76)
Acquisitions and other movements (11) 13) 1 (13)
Acbeginning of 1992 10 135 87 232
Profit and loss account (115) 32 248 165 ZENECA
Net amounts paid or becoming
current 22 (41) (76)  (95)
Acquisitions and other movements ) i6 18 30
Reclassification to debtors (see note 17) 87 - - 87
At st December, 1992 - 142 277 419

*Includes provisions for unfunded pension costs (note 33)

No provision has been released or applied for any purposes ather than that for which it was established,

22, LOoANS

Creditors due within one year
Current instalment of loans
Amounts due to the ICI Group

As at

315t December,

Creditors clue after more than one year

Loans

Amounts duc to the ICI Group

1991 1992
m o fm
8 8

- 1,064

8 1,075

94 36
1,626 859
1,720 895

1,728 1,970
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22, LOANS (continucd)

Asat
st December,
Repayment
dates 1991 1992
Ln Lm
Secured loans
US Dollars (5% to 107 per cent.) 199372012 25 16
Other currencies 199371994 1 i
Total secured 26 17
Secured by fixed charge 25 16
Seccured by floating charge f H
Unsecured loans
US Dollars
8%, to 8.85 per cent, bonds 1996/2001 54 -
Others 1993/2013 1 2
55 2
Other foreign currencics 1993/1999 21 23
76 30
Amounts due to the ICI Group (see note below) 1,626 1,923
Total unsecured 1,702 1,953

Total loans 1,728 1,970

Loans from banks included in rhe table above amounted to £29m (1991: £18m) of which £1m (1991:

£2m) was secured. ,

Loans or instalments thereof are repayable

After 5 years from balance sheet date

Lump sums 18 12
Instalments 32
50 16
From 2 to 5 years 594 164
From 1 to 2 years 1,076 715
Total due after more than one year 1,720 895
Total due within one year 8 1,075
1,728 1,970

Aggregate amount of loans repayable by instalments
any of which fall due after 5 years 72 4

The amounts payable ro the ICI Group include the indebtedness assumed by ZENECA on 1st January,
1993, adjusted for subsequent capitalisations prior to the Demerger, as if it had been in place threughout

the period. These include the following principal loans:
(i)  £1,364m payable by ZENECA. On 15th April, 1993 a subsidiary of ICI entered into 2 commirted
facility to subscribe for short-term discounted notes issued by a subsidiary of ZENECA.




The fasiigy expires on 30th June $995 and reduces over time from a facility imit of £2,000m g0
s following amounts: £1,0085 on 15th July, 1993; £300m on 29th Decernber, 1993; and
£350m pn 29th December, 1994, The facility was used to refinance the £1,364m paysble by
ZENECA; and

(i) chree loan agreements toralling $859m (£559m) payable by a subsidiary of ZENECA. ‘These lnan
agreements have maturity daces in 2001 and 2002, bear interest at an average rate of 9.2 per cent.
perannum and are subject to repayment options between ZENECA and the ICI Group pursuant to
which (3) ZENECA may repay the loans ac any time after 4th January, 1994-and {b) the ICY Group
may require such repayment at any time after st June, 1995, For maturiry profile purposes the

loans have been taken as being repaid at the carliest date.

23, MOVEMENTSIN NET ASSETS

For the year
ended 315t December,
1990 1991 1992
£m o fm fm
Net assets at beginning of year 156 296 418
Net profit for the financial year 222 kLA 80
Distributions and transfers o the ICI Group, net of taxation (75} (262) (379)

147 83 (299)

Amounts taken direct to net assets

Goodwill (17) - -
Exchange adjusements {net) 10 39 23

(7 39 93

Atvend of year 296 418 212

The net assets above have been reduced as at 31se December by a cumuylative amount in cach year of
goodwill written off of £1,028m, Ner assets as a¢ 31st December, 1992 include retained income of
associated undertakings of £21m {1991: £17m, 1990: £19m).

At 315t Deacember, 1992 the issued share capital of the Company comprised 2 ordinary shares of £1 cach
and the authorised share capital was 100,000 ordinary shaces of £1 each. On 15¢h February, 1993, 49,998
ordinary shares of £1 each wete allotted by the Compaty to cnable it 1o obtain a certificate to commence
business under section 117 Companies Ace, 1985, On 20th April, 1993 the auchorised shate capital was
increased to £,300m and the autherised and issued share capital was sub-divided into ardinary shares of

25p each,

"There are ne significant statutory or contractual restrictions on che distribution of curcent profits of
subsidiary or associated underakings. Undistributed profits are, in the main, employed in the businesses
of these companies, The undiseributed profits of ZENECA companies overscas may be liable to overseas
taxes and/or UK taxation {after allowing for double taxation relief) if they were to be disteibuted as
dividends,
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Fhe Company’s Arcicles of Assotution state thar borrowings, after deductuing eash, cwmew asiet
invesunents and short term deposits, must not exceed £6,000m before the Annuil Genegal Meeting te he
held in 1994, Thereafter, borrowings may not exceed an amount equalto three dimes Capital and Reserves
after adding back goodwill climinated against reserves on remined acquisitions and the nmount et aside
for deferred tavation, Any borrowings, cash or short term investments held by parly owned subsidiary

undertakings are excluded from the calculation in so far as they are attributable to minorities,

24, NET CASHINFLOW FROM TRADING OPERATIONS

For the year

ended 315t December,
1590 1991 1992
Lm Lm Lm
Trading profit 600 682 283
Exceptional items within teading profit - - 304
Trading profic before exceprional items 600 682 587
Depreciacion 156 156 160
Stocks decrease (increase) 26 (1%) (34)
Debtors increase {28) (115)  (13)
Creditors increase 26 53 57
Other non-cash movements, including exchange (1) 7 (41

179 758 716

25, OUTFLOW RELATED TQ EXCEPTIONALITEMS

This includes expenditore charged to exceptional provisions relating to business rationalisation and
restructuring and for sale or closure of operations, including severance and other employec costs, plant

demaolition and site clearatice. The major part olthe 1992 expenditre relates to provisions raised in 1990,

26, INTERESTAND DIVIDENDS RECEIVED

For the year
ended 315t December,
1990 19N 16992
Lm Lm Lm
Interest received k3| 49 37

Dividends received from equity acconnted associated
undertakings

2
33 50 40
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37, ACQUISITIONS AND NEW FYXED ASSET INVESTMENTS

For the year
. cpded 315t December,

190 1991 1992

[m fm fm
Acquisitions and new fixed asset investments,
Acquisitions of subsidiary undertakings involving
Fixed assets 8 - 1
Current jssets 10 - 2
Total liabilities (7} - (1)
Net assets of subsidiary undertakings acquired 11 - 2
Fair value of consideration for subsidiary undertakings 33 - 2
Investment in equity accounted undertakings - 2 -
Other investments 7 - -
40 2 2
Consideration for acquisitions and new investments
Cash and cash equivalents acquired (1) - -
Met cash investment #“ 2 2
40 2 2

Fixed and current assets are adjusted to fair value based on external valuations and internal reviews;

provisions for closure are made whert: appropriate.

28, DISPOSALS

For the year
ended 31st December,

1990 1991 1992

Lm Lm Lm
Disposals in the year resulted in the following net
assct movements
Tangible fixed asscts 17 42 3
Investments in participating interests - - 4
Other net current assess 4 11 20
Creditors duc after more than one year - - 4)
Provisions for liabilities and charges (11) 35 &)
Minority interests - - 2
10 88 50
Goodwill - - 1
Profit and loss account
Ordinary activities 17 (2) @
Bxceptional items 1 - 55

38 86 104
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28. DISPOSALS (corntinued)

Forahe year
ended 31st December,
1990 1951 5992
Lm Lm Lm
Satisfied by
Cash consideration 277 86 104
Deferred cansidcmim}’ (239) - -

38 86 104

— — b}

The cash consideration for disposals in 1992 includes £57m with respect to items accounted for as
cxceptional items in the current and previous years (1991: £70m; 1990: £259m}. The cash consideration
for 1990 incjudes the £239m consideration, deferred from 1989, for the over-the~counter pharmaceuticals
business in the US.

"The cash consideration for disposals inclodes £3m (1991: £nil; 1990: Lnil) relating co equity accounted
participating interests,
Apart from the disposal proceeds, the contribution of the divested businesses and subsidiary undersakings

to the cash flows was not material.

29, CHANGESIN FINANCING DURING THE YEAR

Ariounts
doe totha External Finance Short-termy

ICIGroup  loans _ leases borrowings®  Total

Lm £Lm Lm Lm Lm

Atbeginning of 1990 1,963 134 6 - 2,103
Exchange adjustments {197)  (23) - - (220)

New finance - 5 - - [
Finance repaid (282) {11) - - (293)
{282) (6) - - (288)

Non-cash movements 126 - - - 126

Other movements - - 1 - 1
Atbeginning of 1991 1,610 105 7 - 1,722

Exchange adjustments i0 - - - 10

New finance - 25 - 1 26
Finance repaid (136) (28) (1) {1} (166)
{136) &) (H - {140)

Non-cash movements 142 - - - 142

Ac beginning of 1992 1,626 102 6 - 1,734

Exchange adjustments | 18 3 - 92

New finance 134 12 - 2 148
Finance repaid - {81) {2) (5) (88)
134 {69) {2) (3) 60

Non-cash movements 92 - - - 92
Otcher movements - 4) 3 3 2
At 31st December, 1992 1,923 47 10 - 1,950

* Amount of short-term borrowings repayable more than 3 months from date of advance.
Non-cash movements represent allocated interest from the ICI Group {net of tax relief) on the indebtedness
assumed by ZENBCA prior to Demerger,

20



;:&i'i‘“‘”r' . ‘ ’
¥ fi.‘J k4 l;:ﬂ":" b 'v
PR A0, CASHAND CASH EQUIVALENTS ‘I
I
iy g Forthe year - .
Ty ;"_ ended 315t December, ;
. ‘ i
ke, 1990 1991 1992 oo
fm  fm [m
- bew t i
! e
s Bailance of cash and cash equivalents i ;
SRS . & 76 103 I
m Srs 1:?' Investments and short-term deposits which were within 3 manths i
iy o e of maturity when acquired (scc note 18) 147 177 202 Pl :
. A i
- o ‘.:.
DA 214 253 308 s
IR Short-term borrowings repayable within 3 months from date ZENECA v
i T A
L f;; . of advance (sce note 19) (82) (98) (149) BT
N o
i bR o 132 157 156 Lo
gL ——— 2
ﬁ:ﬂ p b ‘. '
m M "-'4\;%} Change in the balance of cach and cash equivalents
Al Atbeginning of year 34 132 157 Y i
ol ”f'-a?_-; : Exchange adjustments 2 4 (21) e
YN 5 . a2, s
L2y '\ il Cash inflow for year 9 21 20 jf 7
PP BN ey - mas ¥
i; i ri’; . f., 1‘.
Wt iy 2 Atend of year 132 157 156 Ll
'-*..?.; ¢:‘.. "
A '“'y:';
e A Cash and cash equivalents comprise cash, investments and short-term deposits which were within 3 months
‘“.'i‘{l:.f; “::‘ of maturity when acquired and short-tarm borrowings repayable within 3 months of their advance. Such
) ?‘ :’ e irems in the combined statemnents of net assets include all amounts with a matuiity, at the year end date,
I , .;}_.. of less than one year,
Al P
) Inicluded in cash and cash equivalents are amounts totalling £201m (1991: £176m; 1990: £140m,) in
.: - (“' respect of ZBNECA’s 51 per cent. owned insurance subsidiaries, 2 major part of which is not readily
i W : available for the general purposes of ZENECA.
TASL
RE S 31. LEASES
N o
T The total rentals under operating leases, charged as an expense in the profit and loss account, are disclosed
"; . ,: below.
.;\‘b‘p i
i %54 For the year
R ended 31st December,
‘ ‘,".i;v., 199 1991 1992
Ve i ) l{’ ‘r‘ )Cm )gm £m
, O Hire of plant and machinery 9 15 16
" o Other 16 12 16
A% 25 2 32

Commitments under operating leases to pay rentals during the year following the year of these accounts

are given in the table below, analysed aceording to the period in which each lease expires.

"o 91

4 - m——

P

WE aat

CH AP LR

i
!




3t. LEASES

(continned)
Fardhe yray

Al Bl Decber,
1930 pres- Iz

PO B L

Land and buildings

Expiring within 1 year 1 2 1
Expiring in years 210 5 2 8 5
Expiring thercafter 2 2 2

5 12 8

ZENECA Other assets

Expiring within 1 year 3 o 3
Expiring in years 20 5 5 15 10
Expiring thereafter _ - - 1

8 21 14

Obligations under finance leases comprise
Rentals due within 1 year 2 3 3
Rentals due inyearz 2t0 5 4 6 9
Rentals due thereafter 3

Less interest element (3 {9) (9)

Obligations under finance lrases are included in other creditors {note 20).

ZENECA had no commivments under finance leases at the balanics sheet date which were due to commence

thereafter.

32, COMMITMENTS ANDCONTINGENT LIABILITIES

Asat
31st December,
1991 1992
Lm Lm
Commitments for capital expenditure not provided for
{including acquisitions)
Contracts placed for future expenditure 44 83
Expenditure authorised but not yet contracted 204 141
248 224

Guarantees and contingencics atising in the ordinary course of business, for which 1o security has been

given, are not expected to result in any material finaneial loss.
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32, COMMITMENTS ARD CONTFINGENT LIABILITIES
(contipned)

At 31t Deceraber, 1992, ZENECA had putszanding forwerd borsign exchange contracts ro sell surzency

with potions! priccipal ameunts of £438m (1991 £414m) for the purpese of bedging currency exposures.
Thecontracts were taken out with the ICI Group who have back to hack coutracts with commercial banks.

The majesity of the ¢ontracts had a maturity of six mouchs or less from the date of the statement of net

A3301%.

ZRNECA has entered into forward forcign exchange and currency eption coutracts to hedye anticipated,
but not firmly commiteed, foreign currency transactions for 1993, The contracts were taken out with the

ICI Group who have back to back contracts with commercial banks, At 31st December, 1992, ZENECA

had outstanding forward foreign exchange contracts to sell cutiency with 2 nominal valus of £66m (1991

£nil) equivalent, and eutrency options contracts to sell with a nominal value of £394m (1991 Lnil}

ZENECA

equivalent, Realised and unrealised gains and losses on these foreign curcency transactions are being

deferzed to be recognised in income in the same period as the hedged transaction.

ZENECA has environmental liabilitics at some currently or formerly owned, leased and third party sites

in the US, ZENECA, or its indemnitees, have been named under US Jegislation 25 a potentially responsible

party ("PRP") in respect of a considerable number of sites (althougl ZENECA expects to be indemnified

against labilities associated with certain of these sites by the seller of the businesses associated with such

sites) and actively participates in, or monitors, the clean-up activities of sites at which it isa PRP. Stauffer

Management Company (“SMC™), a subsidiary of the Cempany, established in 1987 to own and manage

certain assets and liabilities of Stauffer Chemical Company (‘Stauffer*), which was acquired that year, has

identified 2 number of environmentally impaired sites for which it may have responsibilicy thae will, in

aggregare, require significant expenditure on clean-up and monitering,

The requirement in the future for ZENBCA ultimately to take action to correct the effects on ¢he

environment of prior disposal or release of chemical substances by ZENEGA or other partics, and its cost,

putsuant to environmental laws and regulations, are inherently difficult to estimate. Provisions have been

established at 31st December, 1992 in respect of such costs in accordanee with the accounting policy in

note 1, Alchough there can be no assurance, management belicves that, taking account of these provisians,

the cost of addressing currently identified environmental obligations, as ZENECA. currently views these

obligacions, is unlilely to iropair marerially ZENECA's financial position. Such contingent costs, to the

extent that they exceed applicable provisions, could have a material adverse effect on ZENECA's results of

operations fot the relevant period,

ZENECA is also involved in various other legal proceedings of a nature considered rypical to its businesses,

including litigation rclating to product Hability, infringements of intellectual property righes and validity

of certain patents,

In the US, and to a lesser cxtent in some other countrics, ZENECA's employment practices include the

provision of healtheare and life assurance benefits for retired employees. Sotme 3,700 retited employees

currently benefit from these provisions, and some 10,900 current employces will be eligible on retitement.

The benefits are currently accounted for on a cash paid basis which results in an annual charge to profits

of some £2m in 1992. In the UK accounting standards are moving to a requircment to accrue the present

value of such retiree benefit obligations over the working life of the employee. This approach will be

adopted in the UK accounts for the year ending 31st December, 1994. It is cstimated that the unprovided

obligation for ZENECA at the end of 1992, calculared in accordance with the new standards, amounts to

some £,130m, It is also estimated that, leaving aside the accounting for this unprovided initial Hiabilivy,

the implementation of accrual accounting will reduce profit before tax by some £17m per annum. Tax

iclicf o thess ¢ harges will be deferred until cash payments ate made.
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33. PENSION COSTS

The majority of ZERECA’s employees currendy partcipate in pension schemesoperatedby thel ClGranp.
These plans, which cover the majority of employees (including directors) of the JC1 Group, are geacnally
of the Jefined benelit type under which benefits ase based on employees® years of service and average final

remuneration and are funded through scparate trustee-administered funds.

ZENRCA Limited became 2 participating employer in the ICI Pension Fund in the UK (the “Fund") with
effect from 1st January, 1993, and employces who transferred to ZENECA Limited continued ther
memkership of the Fund without interruption. It isintended that, upon Demerger, and subject to consent
of the Fund's trustee (“the Trustee™), this arrangemens will continue during 2 transitional period, probably
until 31st March, 1994, ZENECA Limited will establish a new: pension fund with effect from the end of

this transitional period.

ZENECA and ICI have agreed to propase to the Trustes that, after the transitional period, it transfers
ZENECA Limited's active members, and deferred pensioners and pensionets whose last employment was
with 2 ZENBECA business to ZENECA's new pension fund. If the Trustee decides to do so, a share of the
assets of the Fund, determined by the actuarics to be appropriate and curremly estimated to be about 20
per cent., will then be transferred to the new pension fund, whose terms will initially have to micror the

terms of the Fund,

Consideration is being given by the actuaries to the appropriate split of the assets and Habilities of the
funds to reflect the obligations of the respective businesses following Demerger. The total pension cost
for the ICI Group for 1992 was £208m (1991 £175m, 1990: £151m} of which ZENECA's share is
estimated at £75m (1991t £62m, 1990: £56m),

Some of the overseas schemes are to be split as a result of the Demerger in a similar manner to the Fund,

the most significant such scheme being the 1CI Americas plan,

V. ith regard to the ICI Group's main plans, formal accuarial valuations are undertaken triennially with an
annual interim update for SSAP24 purposes. The actuarial valuations have been undertaken on varying
dates, The actuarial assumpeions used to calculate the value of the past service liabilitics of the ECI Group's
pension plans vary according to the cconomic conditions of the country in which they are situated, The
weighted average discount rate used in determining the actuarial present values of the benefit obligations
was 9.6 per cent. The weighted avenage expected long-term rate of return on investments was 9,6 per
cent. The weighted average rate of increase of future carnings was 6,7 per cent, The actoarial value of the
fund assets of these plans was sufficient to cover 97.2 per cent, of the liabilities for accrued benefits, The
market value of the assets of the major plans in the ICI Group at the date of the latest actnarial valuarions
was £6,249m (1991 £6,281m), In respect of the ICI Group’s main plans, contributions are based on
actuarial advice, to provide assets sufficient to cover the benefit entitlements of plan participants. The

contribution rate paid by the ICI Group to the major plan has been increased in line with actuarial advice,

In ZENECA’s combined statements of net assets at 31st December, 1992, accrued pension costs amounted
to £23m (1$71: £15m) and are included in other credivors (note 20); provisions for the benefit obligations
of & small number of unfunded plans amounted to £911m (19%1: £81m) and are included in provisions for
entployee benefies {note 213 Prepaid pension costs amounting to Li4m (1991: £21m) are included in
debtors {note 17}
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34, PRINCIPAL AND OTHERSUBSIDIARY UNDERTAKINGS
Pancga! Subsidiary Undertakings

Bz and Regisered Principal Activity Yssued Share Capital Percentagr o Share
Adddrers asat 3st December, Capusd Held
1992

Unikad Mingdom

ZENECA Limited Manufacture of 2* Ordinary 100

Imperial Chemical pharmaceuticals, shares of £1
Hause agrachenticals, specialty

7 Millbauk themicals and peocessing

London SWIP 3]F of seeds; merchanting of

England ZENECA products

Imperial Chemicals Insurance and 57,575,700 Ordinary 514
Insurance Limited setnsurance underwriting shares of £1

Imperial Chemical
H?mc §

9 Millban CA

London SW1P 3JF ZENE

Enpland

Continental Europe

ZENECA Helding Mansfacture of DM 50,000 of 100 #
GmbH pharmacenticals, shares

Otto-Hahn-Strasse agrochenticals and

Postfach 1031 09 specialty chemieals;

D-6831 Plankstade merehanting of

Germany ZENECA produucts

Stauffer Chemical Munufucture o,f 69,600 Common 00#
BV, agrochericals shares of NLG 1,000

Wijnhaven 107

3011 WN Rotterdam

The Netherlands

The Amcricas

ZENECA Holdings Mansfaciure of 256 Shares of 100#
Ing, pharmaceuticals, common stock of

Concord Pike & New agrochemicals, specialty Uss1
Murphy Road chemicals and processing

Wilmington of seeds; merchanting of

Delaware 19897 ZBNECA products

UsA

IPR Pharmaceuticals, Manufactrire t’)f 45,010,000 Sharcs of 100#
Ine, pharmacenticals common stock of

South Main Street Usst

$abana Gardens
Induserial Park

Puerto Rico 00983

Asla Pacific

1C1-Pharrua Limited Merchanting of 1,000,000 Ordinary 604

5-8, 2-Chome pharmacentical shares of ¥1,000

Imabashi produts

Chuo-Ku

Osaka 541

Japan

*As at 12th May, 1993 the issued share capital was 464,566,941 ordinary shares of £1 each.

# shares held indirectly
All shares are fully paid,
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34, PRINCIPAL AND OTHERSUBSIDIARY UNDERTAKINGS

Other Subsidiary Undertakings
MName

United Kingdom

ICI Bioscience Investments Limited

Marlow Foods Limited

L.C. Insurance Holdings Limited

Continental Europe

1.C.1 Protection de |'Agriculture S.A.

ZENECA Pharma S, A,

1CI Bioscience Holdings B.V.

Stahl Polyvinyl International B.V.

ICI Epsilon B,V.

ZENECA Resins B.V,

1CI Seeds-SES N.V./5A.

The Americas

Arbil International Insurance Limited

Asla Pacific
ZENECA China Limited

# shares held indirectly

(continued)
Registered Address

Tmperial Chemical House
9 Millbanlk

London SWIP 3JF
England

Station Read Industrial Estate
Stokest,

M:‘ddlctﬁrough

Cleveland TS3 7AH
England

fmperial Chemical House
9 Millbank

London SW1P 3F
England

1 Avenue Newlton
92140 Clamart
France

“Le Gallen™

1 Rue des Chavffours
95022 Cergy

France

Wiinhaven 107
3011 WN Rotterdam
The Netherlands

Sluinweg 10
5145 PE Waalwijh
The Netherlands

Wijnhaven 167
3011 WN Rotterdam
The Netherlands

Sluisweg 12
5145 PE Waalwijk
The Netherlands

Industriepark 15
B-3300 Tienen
Belgium

British American Tower
George Town

Grand Cayman

Bririth West Indies

1414l - 151h Floors
One Parific Place

38 Queensway Ceniral
Honp Kang
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Percentage of Share
Capital Hcld

100#

1004

51#

100#

100#

100#

1004#

100#

1004

1004

514#
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35. PIFFERENCES BETWEEN U NI'TED
KINGDOM AND UNITED STATES
ACCOUNTING PRINCIPLES

ZEMECA™s financial statements are prepared in accordance with genenaily aceepted accounting principles
applicable in the UK (*UK GAAP"), which differ in certain significant respects from those applicable in
the US(*US GAAP"), The following ate the main differences which are relevant.

Deferred taxation

Deferred taxation is provided on a full deferral basis under US GAAP; in the UK no provision is made for
taxation deferred by reliefs unless there is reasonable evidence that such deferred raxarion will be paysble

in the foreseeable future,

Capitalisation of interest

Interest incurred as part of the cost of constructing fixed assets is capitalised and amortised over the life of
the asset under US GAAP, In accordance wich common UK practice, ZENECA docs not capitalise such

interest in its fipancial statements.

Pension expense

UK and US pension expense accounting standards differ notably in the permitted valuation methods and
in the way surpluses and deficits are accounted for. Under UK GAAP asscts arc valued at the discounted

present value of income streams whilst under US GAAP market relared values are used.

Goodwill

Under US GAAP goodwill arising on acquisitions accounted for under the purchase method is capitalised
and amortised over a period, Goodwill is amortised using the straight line method over periods up to 40
years. Goodwill is computed undex US GAAP after ascribing fair values to all assets acquired including
identifiable intangible assets, which are amortised over their uscful lives, In the UK the normal practice
is for goodwill and intangible assets which are inseparable from the business to be eliminated immediately

upon acquisition against income retaiaed and other reserves.
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The frllowing is 2 summary of the material adjusteyenus £0 net profic and met assezs of ZENECA which
vionld be required i US GAAP fud been applicd insead of UK GAAR.

Tor the year
. ended 31stDecemben,
1990 1991 1992

ALm £im Lm
UK GAAP
Net profit for the financial year (equivalent to net income)
befote exceptional items 283 34 342
Exceptional items, net of taxation. (61) 4 (262)
Net income for the financial year 222 345 80
ZENECA
Adjustments to conform to US GAAP
Deferred taxation 7 24 &)
Capitalisation, less disposals and amortisation of intérést 22 8 13
Pension expense (i) (11) (23) {9)
Purchase accounting adjustments (goodwill and intangibles) (53 (420 (70
Others - {6) 6

(35) (39) (69)

Disposal of over-the-counter pharmaceuticals business
in the US (ii) 127 - -

Net income in accordance with US GAAP 314 306 11

{i) Pension expense to be reported under US GAAP will rise significantly in 1993 reflecting the impact
of changes in the actuarics’ economic assumptions and the demographics relating to the IC1 Group's
pension plan in the UK,

(it} For UK accounting purposes this item was included in the 1989 combined statement of income,

Under US GAAP, the gain would not have been recognised until 1990 and is accordingly included

as part of net income,
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Asat
Bl December,
1991 1992
fm Fe.
UK GAAP
Met assets, as shown in the combined statements of net assets 418 212
Adjustments to conform to US GAAP
Deferred taxation {132) (132)
Capitalisacion, less disposals and amortisation of intersst 90 103
Pension expense 9 -
Purchase accounting adjustments 641 730
Others (6 -
602 701
Net assees in accordance with US GAAP (i) 1,020 913

(i) EBxcludes the effect of new US accounting standards not yet adopted relating to SFAS No. 106

“Employers’ Accounting for Post-retirement Bencfits Other than Pensions” and SFAS No. 109

“Accounting for Incore Taxes”. These new standards will be adopted for US GAAP purposes

beginning 1st January, 1993, The Company estimates that the combined cffect of adopting SFAS
Nos. 106 and 109 will decrease US GAAP sharcholders’ equity by approximately £5 million.
Beginning in 1994 for UK GAAP purposes the Company will apply the requirements of a new

UK accounting pronouncement which is similar to SFAS No. 106, Application of the accounting

pronauncement at 31st December, 1992, would have given rise to a UK GAAP liability of

approximately £130 million.

Yours faichfully,

KPMG Peat Marwick

Chartered Accountants
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ZENECA PRO FORMA
FINANCIALINFORMATION

‘The Directoss consider thac the financial ststements of ZENECA sct out in the Accountauts' Report are
not necessarily indicative of the results that would have arisen if ZENECA liad been an independently
financed and managed grovp during the period indicated, or of predict ve value as voncerns ZENEGA's
financial results in future periods. Significant changes are to be made to the gapital structure of clie
Company in connection with the Demerger and the ZENECA Rights Issue, Additionally the results for
the year ended 31st December, 1992 bore the costs of the reorganisation necessary to give offect to the

Demerger.

Ilustrative pro forma financial information, adjusted for the consequences of the ZENECA Rights Issue
and the climination of certain costs relating to the formation of ZENECA, prepared on the bases described

on page 103 o illustrate the effect of those factors, is set out below.
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1. PROFORMACOMBINED PROFITAND LOSS ACCOUNT FORTHE
YEARENDED 31ST DECEMBER, 1992

Adjustments
Historical Pro fsma
(see note 2 see nots sec note
of Part 8) 3G)0) 3(a)(ii)
Lm Lm Am Lm
Trirnover 3,979 - - 3,979
Operating costs (3.445) - - (3,445)
Other operating income 53 - - 53
Trading profit before
exceptional items 587 - - 587
Exceptional items charged
to trading profit (304) - - {304)
Tradiog profit 283 - - 283
Share of profits less Josses
of associated undertakings 7 - - 7
Profits less losses on sale or
closure of operations 16 - - 16
Provisions for costs of
reorganisation {(52) - 52 -
Profit on ordinary activities
before interest 254 - 52 306
Net interest payable (152) 124 - (28)
Profit on ordinary activitics
bofore taxation 102 124 52 278
Tax on profit on ordinary activities (10) (41) 4 (47
Profit on ordinary activities
after taxation 92 83 56 231
Attributable to minority interests {12) - - (12)
Net profit for the financial year 80 83 56 219
MNet profit for the financial
year before exceptional items 342 83 - 425
Earuings per ZENgCA Qrdinary
Share before exceptional items
{pence) (sec note 3 {a)(iii)) 47.9p 45.0p
Earnings per ZENECA Ordinary Share
{pence) (sce note 3 (a){iii)) 11.2p 23.2p

£m means millions of pounds sterling.
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2. PRO FORMA COMBIRE{D NET ASSET STATEMENT AT
J1STDECEMBER, 1992

Adjustments
Historical - ——  Prodorma
(scenote4  seenote see note sceqpote
ofPart8) 3B 3R 3y
Lm £Lm £m fm fm
Fixed assets 1,592 - - - 1.592
Current assets Z,415 - 1,310 {1,300) 2,425
Total assets 4,007 - 1,310 (1,300) 4,017
Creditors due within one year 1,323 - - - 1,323
#ENECA Amounts duc to the ICI Group
within one year 1,064 - - {1,064) -
2,387 - - (1,064) 1,323
Net current assets 28 - 1,310 (236) 1,102
Tatal assets less current
liabilities 1,620 - 1,310 {236) 2,694
Creditors due after more
than one year 73 - - - 73
Amounts due to the ICI Group
after more than one year 859 - - {236) 623
932 - - (236) 696
Provisions for liabilities
and charges 419 - - - 419
Minority interests 57 - - - 57
1,408 - - (236) 1,172
Net asscts 212 - 1,310 - 1,522
Net assets may be represented by:
Capital and reserves
Share capital 180 56 - 236
Share premium - 1,254 - 1,254
Merger rescrve 285 - - 285
Reserves (253} - - (253)

Sharcholders’ equity 212 1,310 - 1,522




3. BASESON WHICHTHE PRO FORMA FINANCIALINFORMATION
HAS BEEN PREPARED

(8  Proforma combined profit and Joss acpount for the year ended 315t December, 1992

The pro forma combined profit and loss account for the yeaz ended 315t Deceraber, 1992 is based
ar the combined profit and loss account for that year as set out in the Accountants® Repost. The
specific adjustments are deseribed below:

(i  The pro forma net interest payable {and related tax relief) has been caleulated o the basis
that the amounts due to the ICI Group of the equivalent of £1,923 million are reduced by
A1,300 million of the net procceds of the underwritten ZENECA Rights Issue. The
adjustment reflects the lower interest charge arising (using the average funding rate borne
by the ICJ Group in 1992) had such indebtedness been reduced on Ist January, 1992 by
application of the net proceeds of the underwritten ZENECA Rights Issue, ZENECA

(i}  Excoptionalitems of £52 million relating to reorganisation of the ICI Group in preparation
for potential demergee have been eliminated. Adjastment has been made for the tax relief
related to these costs (49 million), together with che tax costs of reorganisation prior to the
Demerger (£13 million).

(i) Historical carnings per share data has been calculated on the hasis of 714 million ZENECA
Ordinary shares to be issued to ICI shareholders in connection with the Demerger based on
the number of ICI Ordinary shares in issue at 31st December, 1992, The pro forma carnings
per ordinary share data is based on approximately 945 million ordinary shares after giving
cffect to the estimated number of shares to be issued in connection with the Demerger and
the ZENECA Rights Issue. No adjustment has bgen made for the bonus element of the
underwritten ZENECA Rights Issue,

{b)  Pro forma combined Lalance sheet ar 315¢ December, 1992

The pro forma combined balance sheet ac 315t Decermber, 1992 is based on the combined statement

of netassets of ZENECA at that date as set outin the Accountants’ Report. The combined statement
*of net assets has been adjusted to reflect the new capital structure of the Group Following the

Demerger and the ZENECA Rights issue. The specific adjustments are described below:

(i}  Onthebasisof the estimated number of ICI Ordinary shares in issuc at the date the Demerger
becomes effective, the Company will issuc approximately 720 million ZENECA Demerger
shares 25 consideration for the issued share capital of ZENECA Limited, comprising
approximately 465 million ordinary shares of {1 cach, A merger reseeve will be created,
representing the difference between the nominal values of the shares issued and received;

(i)  The Company will issue approximately 225 million ZBNECA Rights shares at a price
of £6.00 per ZENECA Rights share, resulting in net cash proceeds of £1,310 million.
Underwriting commissions and offerinig expenses associated with the ZENECA, Rights Issuc,
estimated o be £40 million, will be written off against share premium, Share premium of
£:1,254 million, net of costs written off, will arisc on the transaction,

(i) ZENECA will use £,1,300 million of the net proceeds of the ZENECA Riglits Issuc to reduce
its sterling indebtedness to the ICI Group by an equivalent amount,
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4. LETTER FROM KPMG PEAT MARWICK RELATING TO THE
PRO FORMA FIMANCIAL INFORMATION

&Lﬂg Peat Marwick

1 Paddle Dok
Blackfrizs
Loudon BLAV 3P
‘The Dirccrois
ZENECA Group PLC
Imperial Chemical House
9 Millbank
London SW1P 3JF

The Dircctors
5.G. Warburp & Co. Led.
2 Finsbury Avenue

London EC2M 2PA
12th May, 1993

Dear Sirs

We have reviewed the caleulations and bases of preparation for the illustezgive pro forma combined profit
aud loss account and carnings per otdinary share for the yert erdsd 31st December, 1992 and the pro
farma combined net asset statement ar 315t Decomber, 19%2 of ZznBCa Group PLC (the “Compny™)
and its subsidiary undertakings (together the “pro forwa statements™) for which the Directors of the
Company are solely responsible. The pro forma seatewments, which have been prepared for illusteative

purposes only, are sct out in Patt 9 of ZENECA’s Listing Particulars dated 12th May, 1993,

In our opinion the pro forma statements have, so far as the calculations aie concerned, been properly
compiled on the bases of preparacion sct out therein, Further, in our opinion, the bases of preparation are

reasonable in the context of the purpose for which the pro forma statements have been prepared.

Yours faithfully,
KPMG Pecat Marwick

Chartered Accountants
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Fart 10

ZENECA RIGHTS ISSUE

1, DETAILSOFTHE ZENECA RIGHTSISSUE

The ZENEcA Rights shares will be offered by ZEnECA by way of rights at 600p each to holders
of Zenveca Demerger shares on the register as at the ZEngcA Rights Issue Record Date, except
as describied in paragraph 7 below. The Zeneca Rights shares will be provisionally allotted on
the: following basfs:-

5 Zeneca Rights shares
for every
16 ZgnecA Demerger shares

and so in proportion for any other number of ZENECA Demerger shares held on the ZENECA
Righes Issuc Record Date. The allorment and issue of che Zeneca Rights shares will be made
upon and subject to the terms and conditions set out in this documentand in the ZeNrca PAL.
Entitlements of qualifying ZEnEcA Sharcholders will, in accordance with normal practice, be
rounded down to the nearest whole number of ZENeca Rights shares and entitlements which
would otherwise have arisen will be aggregated and sold for the benefit of Zereca.

The Zengca Rights Issue has been underwritten by the Underwriters and is conditional upon
the admission of the Zeneca Rights shares to the Official List of the London Stock Exchange
becoming effective by 9,00 a,m, on 1st June, 1993, If listing does not become effective on that
date or such later date as may be determined under the underwriting agreement but in any
event not later than 9.00 a.m. on 15th June, 1993, the provisional allotment of ZENECA Rights
shares will lapse. The ZENEcA Rights Issue will not be made nnless the Demerger becomes
effective, if there is a delay in the time at which listing becomes effective, the dates set out in
this Part 10 will be subject ta alteration.

It is expected that posting of ZENECA PALs in respect of the ZENECA Rights shares to ZENECA
Sharcholders {other than certain overseas holders referred to in paragraph 7 below) will commence
on 29th May, 1993, Application has been made to the London Stock Exchange for the Zrngca
Rights shares to be admutted to the Official List and it is expected that admission will become
effective and dealings in the ZBNECA Rights shares will comnience, nil paid, on the Loudon
Stock Exchange on 1st June, 1993, The London Stock Exchange announced on 6th May, 1993,
that iv had agreed to permit dealings in ZBENECA Deinerger shares, ZEnpcA Rights shares and
ZuNECA Rights shares, nil paid, on a “when issued” basis, [Dealings on this basis will commence
at 2.30 pm. on 12th May, 1993, and continuc unti] the Demerger becomes effective. If the
Demerger does not beeome effective, all bargains carried out will be deemed null and void.

The Zeweca Rights shares will, when fully paid, rank pari passu in all respects with the Zensca
Demeryer shares including the right to reccive all dividends and other distributions declared,
paid or made.

All documents and remittances will be sent to or by the allottees or their renouncees (or their
agents, as appropriate) at the risk of the person(s) entitled thereto,

2, PROCEDUREFORACCEPTANCE AND PAYMENT

Bach Zengca PAL will set out the holding of ZENECA Demerger shares on which the relevant
Zeneca Sharcholder’s entitlement will have been based, the apgregate number of Zengca
Rights shares which such holder will have been provisionally allotted and the procedure to be
followed if such holder wishes to dispose (whether before or after payment of the subscription
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pricejofall or pare of hisentitlement, The Zrneca PAL will alsoincludeznstractionsregarding
acceptange and payment,

Persons wishing to subscribe for afi er any of the Zengca Rights shares ro which they are
entitled should ledge the Zenzca PAL, together with the appropriate remittance for the full
amount payable on acceptance, in accordance with the instructiens thereon, by post or by hand
with Lioyds Bank Ble Registrar's Deptritacnt, The Couseway, Wordching, West Sussex B1.39
6D A so as to arrive noi later than midoighit on 21st jure, 1993, or by hand only with Lloyds
Bank Plc Registrar’s Department, Issue Section, 2nd Floor, Bolsa House, 80 Cheapside, London
EC2V 6EE not Jater than the time and date referred to immediately above.

Cheques and banker’s drafts must be in pounds sterling and made payable to “Lloyds Bank Ple
-—a/c ZENECA”, must be crossed “account payec” and drawn on a bank or a building society
in the UK which is cither a settlement member of the Cheque & Credit Clearing Gompany
Limited or the CHAPS & Town Clearing Company Limited or which has arranged for cheques
and banker's drafts to be cleared through the facilisi.: provided for the members of either of
those companies and must bear the appropriate sorting code in the top right hand corner. No
interest will be allowed on payments made before they are due. Return of the ZENECA PAL
with the appropriate temittance will constitute a warraney that the remittance will be honoured
on first presentation. ZENECA may clect not to treat as valid any acceptances in respect of which
cheques are notified to it or its agent as not having been so honoured. ZENECA reserves the
right to have cheques presented on receipe and to instruce Lloyds Bank Plc to seck special
clearance of cheques to allow ZENECA to obtain value for remittances at the earlicst opportunity,
ZENECA may (in its sole discretion) treat a ZenEcA PAL as valid and binding on the person(s)
by whom or on whose behalf it islodged evenif not completed in accordance with the relevant
instructions or not accompanied by a valid power of attorney where required.

ZENECA rescrves the right (but shall not be obliged) to accept applications in respect of which
remittances are received prior to midnight on 215t June, 1993 from an authorised person (as
defined in the Financial Services Act 1986) specity ing the ZenecA Rights shares concerned
and utidertaking to lodge the relevant ZBNecA PAL duly completed in due course. Subscriptions
by Morgan Guaranty Trust Company of New York, as subscription agent in respect of the
exercisc of ADS Rights, will be valid provided a duly completed ZENECA PAL relating thereto
is duly lodged by midnight on 21st June, 1993 and the relative subscription monics are duly
received by Lloyds Bank Ple not later than 24¢h June, 1993,

All enquiries in connection with the ZENECA PALs should be addressed to Lloyds Bank Plc
Registrar’s Department, The Causeway, Worthing, West Sussex BN99 6D A (telephone 0903
702627).

3. SPLITTING AND TRANSFER

A ZENECA Sharcholder may wish to split his ZENECA PAL in order to dispose of part of his
entitlement or to dispose of the whole to more than one person. A ZeENECA PAL may be split
(in accordance with the instructions printed on it} if lodged, by post or by hand, with Lloyds
Bank Plc Registrar’s Department, Issue Section, 2nd Floor, Bolsa House, 80 Cheapside, London
EC2V 6EE up to 3.00 p.m. on 17th June, 1993 (nil paid} or up to 3.00 p.m. on 8th July, 1993
(fully paid).

The right to accept allotment of all Zengca Rights shares comprised in any Zeneca PAL or
split ZunecA PAL may, save as required by the laws of certain foreign jurisdictions, be
transferred by renouncing such right (by completing Form X on the Zengca PAL) and handing
the ZRNECA PAL intact to the person through or to whom the ZuNEcaA Rights shares are being
disposed of, Once renounced a ZenecA PAL will become a negotiable document in bearer
form,
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The lacest time and dare for registration of renunciation js 3,00 pm. on 12¢h July, 1993,
ZgNECA Rights shares will therealter be in registered form and rransfersbie by instrument of
wansiec complying with ZENECAs Articles of Association.

4, DESPATCHOFCERTIFICATES

Where a ZeNEca PAL has been accepted and paid for in accordance with the provisions of
paragraph 2 of this Part 10, the Zen 1cA PAL, with the reccipt at the foot thereof duly completed
by Lloyds Bank Plc, will be returned to the person making the payment who, unless he is the
original allottee, must have completed the paying agent's box at the foot thercof,

It is expeceed that definitive share certificates relating to che ZenEcza Rights shares will be
despatched by post by 12th August, 1993, After such date, Zengca PALs will ceasc to be valid
for any purpose. From 13th July, 1993 and pending the issue of definitive share certificaies,
transfers will be certified by Lloyds Bank Ple Registrar's Department, The Causeway,
Worthing, West Sussex BN99 6DA against the surrender of fully paid ZeNEca PALs or, in
the case where renunciation has been registered, against the registration receipt bearing the
stamp of Lloyds Bank Ple.

5 PROCEDUREIN RESPECT OFRIGHTS NOT TAKEN UP

If payment in full for any ZeNECA Rights shares provisionally allotted has not been received
by midnighe on 21st June, 1993 (whether from the original allottee or any person in whose
favour the rights have been renounced), the provisional allotment will be deemed to have been
declined, in which event it will lapse. The Underwriters will, acting as agents for ZENECA,
instruct 5.G . Warburg Sccurities Ltd. and de Zoete & Bevan Limited to endeavour to procure
subscriber(s) for such ZeNEcA Rights shazes by not later than 3.00 p.m. on 23rd June, 1993, if
a premium over the aggregate of the subscription price and expenses of procuring subscribers
can be obtained,

If subscribers for such ZENEca Rights shares are procured on such basis, such shares will be
re-allotted at the subscription price to such subscribers and the premiumn (after deduction of the
subscription price and expenses of procuring subscribers) will be paid to the provisional allottees
who have not taken up their entitlements pro rata to their lupsed provisional allotments except
that, in accordance with normal practice, amounts of less than £3.00 will not be paid to such
persons but will be aggregated and retained for the benefit of Znneca.

Neither ZENECA nor the Underwriters nor any person procuring such subseribers shall be
responsible for any loss arising from the terms or timing of any such subscription. If subscribers
cannot be procured on the basis described above, the ZeNEcaA Rights shares will be re-allotted
to the Underwriters or any sub-underwriters procured by them at the subseription price,

6. TAXATION

The following summaries are based on current law and local taxation authority
practice in the particular jurisdictions to which each zelates. Each is only a general
guide, applies only to sharcholders resident in those jurisdictions and may not apply
to certain classes of sharcholders, such as deulers. ZeNecA Shareholders are also
referred to paragraph 12 of Part 11, ZENEca Shareholders who are in any doubt as to
their tax position should consult their own independent professional tax adviser

immediately.
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fa) UK
Stamp duty and stamp duty reserve 13x

{i) No stamp duty or stamp duty reserve tax (“SDRT") will be payable on the issue of
ZeNECk PALs or split letrers of allotment;

(ii)  SDRT will be payable at the rate of £1.50 for every £100 or part of £100 of ahe
subscription price of ZENECA Rights shares subscribzed by a depaositary or issued dnto a
clearance system. ZENECA has agreed to settle any such Jiabilicy to SDRT in sespect of
ZgNecA Rights shares subscribed by the depositary on behalf of halders of ADS Rights,

(i)  the transfer of rights to ZENECA Righrs shares represented by Zeneca PALs {whether
nil paid or fully paid) for money or money’s worth on or before the latest time for
registration of renwnciation will not be liable to stamp duty, but will bz hable to SDRT
at the rate of 50p for every ,$100 oz part of £300 of thie consideration paid, Where such
a purchase is effected througl: a stackbroker or other fixancial intermediary that person
will normally account for the liability to SDRT and will indicate that this has been done
in any contract note issued to a purchaser. In other cases, the purchaser of the rights to
the ZENECA Rights shares represented by the ZENECA PAL is liable to pay the SDR'T
and must account to the Inland Revenuc;

(iv) the transfer on sale of ZENECA Rights shares after the latest time for registration of
renunciation will be subject to ad valorem stamp duty or (if an unconditional agreement
to transfer such shares is not completed by a duly stamped transfer within two months)
SDRT generally in each case at the rate of 50p for every £100 or part of £100 of the
consideration paid; and

(¥)  no stamp duty or SDRT will be payable on the tegistration of ZENECA PALs, whether
by the original holders or their renouncees.

Taxation of capital gains

For the purposes of UK taxation of capital gains, if a ZENECA Shareholder takes up all or part
of his rights to ZEnsca Rights shares, his existing ZENEcA Demerger shares and ZENECA
Rights shares will be treated as the same asset acquired at the same time as the Demerger.
Subscription monies paid for those ZeNecA Rights shares will be added to the base cost of the
ZgNeca Sharcholder’s existing holding of Zengca Demerger shares but, for the purpose of
calculating indexation allowance on a subsequent disposal of ZENECA Ordinary shares, these
monies will onlybe taken into account from the time at which the ZENECA Sharcholder became
liable to make or made payinent.

if 2 Zengca Sharcholder sells, or otherwise disposes of, all o part of the ZEnkca Rights shares
allotted to him or his rights thereto orif he allows his rights to lapse and receives a cash payment
in respect thercof, he may, in certain circumstances, incur a liability to taxation on any capital
gain realised.

) US

Zgnica will make the Zenpca Rights Issue available wo holders of ADSs representing Zensca
Demerger shares by procuring the issue to thera of transferable rights to purchase addiciona)
ADSs. The issuc of such rights, and of rights to purchase ZsNeca Rights sharcs, to a US Holder
will not be subject to UK withholding tax. Under current US federal income tax law, a US
Holder who rcceives rights to pucchase Zengca Rights shares or additional ADSs should be
considered to have received a taxable distributian, Tt is anticipated that such distribution will
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be reported to US Halders as a dividend in an amount equal 1o the fir market vatue of such
rights on the date of distribution. No gain or loss will be recogpised by a US Holder npon
| exercise of such rights by him. US Holders should consult their own tax advisers concerning

the US t3x conseguences of the receipt, exercise, lapse or disposition of such rights in the
context of their own particular circumstances,

I fe!  Ropublic of Ireland

For the purpose of Irish taxation of capital gains, if an Irish resident Zenzca Shareholder takes

upallor part of his rights to ZENECA Rights shares, such shares will be treated as though they

were the same asset, acquired at the same time as the relevant ZENEcA Demerper shares in

respect of which the righis were granted. Subscriptionr monies paid for the ZenecaA Rights

shares will be added to the base cost of a ZeNEcA Shareholder’s existing holding of Zeneca

Demerger shares, Such monies will be taken into account for indexation purposes from the

time at which a Zeneca Sharcholder makes or becomes liable to make payment for ZEncca ZENECA
Rights shares.

1fa Zeneca Sharcholder sclls, or otherwise disposes of, all or part of the ZuNecA Rights shares
allotted to him, or his rights thereto, or he alfows his rights to lapse and receives a cash payment
in respect thereof, he may in cettain circumstances incur a jiability to Irish taxation on the
capital gains realised,

7. OVERSEAS ZENECA SHAREHOLDERS

{a) General

The making of the offer by way of rights to persons who are resident in, or citizens of, countries
other than the UK may be affected by the law of the relevant jurisdictions, Such persons should
consult their professional advisers as to whether they require any governmental or other consents
to chable them to take up cheir rights or nced to observe any upplicable legal requirements or
other formalities, including the payment of any issue, transfer or other taxes.

No person receiving this document and/or a ZENECA PAL in any territory other than the UK
may treat the same as constituting an invitation or offer to him, nor should he in any event use
a ZeNgca PAL unless, in the relevant territory, such an invitation or offer could lawfully be
made to him and such allotment letter could lawfully be used without contravention of any
unfulfilled registration or other legal requirements.

Persons (including, withont limitation, nominees and trustces) receiving a Zengca PAL should
not in connection with the offer by way of rights distribute or send it in or inro Australia, South
Africa (unless stamped non-renounceable), France, Japan or their respective territories or
possessions or any other jurisdiction where to do so would or might contravene local securities
laws or regulations. If a ZeNECA PAL is received by any person in any such territory or by the
agent or nominee of such a person, he must not seck to take up the shares or renounce such
provisional allotment except pursuant to an express agreement with ZENgcA. Any person who
docs forward a ZeNecA PAL into any such territory whether pursuant to a contractual or legal
obligation or otherwise, should draw the attention of the recipient to the contents of this
paragraph. ZENECA reserves the right to reject a purported acceptance of a provisional allotment
represented by a ZBNECA PAL, or a renunciation thereof, from, or in favour of, sharcholders
in any such territory or persons who arc acquiring Zeneca Rights shares for resale in any such
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In gases where pverseas ZeNecA Sharcholders do not whe pp Zeneca Rights shares
provisionally allorted to them, the provisions of paragraph § dbove will apply. ZENECA reserves
the right 1o treat as iuvalid any acceptance of the allotment of ZENECA Rights shares.comprised
in a ZENECA PA, that appears to ZENECA or its agents to L:ave been executed or despatched dn
a manner which may involve 2 breach of the applicable legal or regulatory requirements ofany
jurisdiction or which does not include the warnnty set out in the paragraph therein headed
“QOversecas ZENECA Shareholders”. The attention of Zeneca Sharcholders wla are sozresident
in, or whose registered address is outside, the UK is drawn to the information concerning
certain jurisdictions in sub-paragraphs (b} to {g) below.

The Underwriters will, acting asagent for the Company, instruct $.G. Warburg Securities Ltd,
and de Zocte & Bevan to endeavour, as scon as practicable after the commencement of dealings
in the ZENECA Rights shares, to procure purchaser(s) for the rights attributable to Zpnrca
Shareholders to whom Zuneca PALs are not sentas a resule of local securities lovys sestrictions.
The proceeds of any such sales (after deduction of the expenses of sale) will be paid to the
ZeNEcA Sharcholders who would atherwise have been entitled to be alloteed such shares except
that, in accordance wich normal practice, amounts of less than £3.00 will not be paid to such
persons but will be aggregated and paid to the Company.

W Us

The ZeNEcA Rights shares have beenauthorised for histing, subject to official notice of issuance,
on the New York Stock Exchange in the form of ADSs, each ADS representing three ZENECA
Rights shares. The ADSswill be evidenced by ADRs which are to be issued by Morgan Guaranty
Trust Company of New York as depositary. It is expected that trading in the ADSs and the
ADS Rights will commence on the New York Stock Exchange at 9.30 a.m. (New York City
time} on 15t June, 1993.

A registration statement, including a US prospectus, has been filed with the US Securities and
Exchange Commission by ZENECA to enable the ZENECA Rights Issue to be made, subject to
compliance with applicable US laws and the conditions in the underwriting agreement relevant
to the offering in the US, on a corresponding basis to holders of ADSs representing ZengcA
Demerger shares, as well as to registered holders of ZENECA Demerger shares with addresses
in the US, The terms of the ZENECA Rights Issue for holders of ADRs and the actions that
holders should take in respece of it are sct out in the US prospectus. All US persons who are
holders of ZENECA Demerger shares and who have not received a copy of the US prospeetus
should request one from the Registrar, PO Box 251, Wexham Road, Slough $I1.2 5DP
{tclephone 011 44 753 877008).

Warrants evidencing ADS Rights will expire at 5.00 p.m. {New York City time) on 215t June,
1993,

{c) Canada

ZENECA has provided notice or applied, as necessary, to securities regulatory authorities in each
of the provinces and territories of Canada in order to allow the ZEngcA Rights Issue to procced
on the basis that the distribution of the Zenrca PALs and the issue of the Zeneca Rights
shares on acceptance of the offer contained in the ZrnEca PALs will nat be subject to local
securities dealer registration and prospectus requirements. In addition, ZENECA has applied for
discretionary rulings, where required, in order to permit Zengca Sharcholders to resell the
ZeNgeA PALs and underlying ZBNECA Rights shares without being subject to local prospectus
(ar prospectus exetption) tequirctnents, leis expected that the discretionary rulings, if granted,
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will be subject to 2 condition thar the ressle be made through the farilities of 2 stock exchange
aurside Canada in accordance with the roles of such stock exchange and the jaws applicable
thereto, In the event thar any Capadian securities regulatory authority ebjects to ¢he proposed
Zenech Rights Issue and such objection is not resolved o the satisfaction of Zengca orindhe
event tharany diseretfonary ruling rannot be obrained on terms satisfactory 1o ZENECA, ZENECA
may elect not to make the ZENECA Rights Issue available to shareholders resident in Canada,
In such event, ZENECA PALs will nat be sent ro Canadian shareholders and ZENECA Rights
shares will not be offered or sold, directly or indirectly, in Canada or to ZenEcA Sharcholders
with registered addresses in Canada,

{d)  Australia

(i)  Neither this document nor the ZENECA PAL has been or will be lodged or registered
with the Australian Securitics Commission under the Australian Corporations Law, as
amended. Accordingly, as the Australian Securities Commission has declined to grant
thie appropriate exemption under section 1084 of the Australian Corporations Law, no
invitation to subscribe for or buy the ZEnscaA Rights shares is being or will be issued,
and ZenecA Rights shares are not being offered for subseription or purchase, and may
not be sold, renounced er delivered, directly orindirectly, inor into the Commonwealth
of Australia, its estates, territories or possessions (“Australia™). Furthermore, ZENECA
PALs and other advertisements or other offering material in relation to the Zeneca
Rights Issue will not be distributed directly or indirectly to Austealia and ZenEca will
not be bound to aliot or issuc ZrnEcA Rights shares to any sharcholder with an address
in Australia or to any pezson with an addregs in Awvstralia to or in whose favoura ZsnncA
PAL or any ZENSCA Rights shares may be transferred or renounced.

Payment under 2 ZENECA PAL will constitute a representation and warranty that the
petson cntitled to the same has not received, sent ot forwarded the Zengca PAL inor
into Australia or to any person or corporation in Australia, and is not subscribing for any
of the Zeneca Rights shares with a view to their offer, sale or delivery directly or
indirectly in or into Australia oz to or for the account of any person in Australia,

(e}  South Africa

In order to comply with South Aftican law, ZENECA PALs sent to ZeNkcaA Shareholders with
registered addresses in South Africa will notbe renounceable. Zeneca Sharcholders will require
the approval of the South African Exchange Control authorities if they wish to take up their

entitlement.

{ France

ZaNEcA has applicd to the securities regulatory authorities in France for appropriate approvals
to aliow the Zenaca Rights Issue to proceed in France in order to permit ZeNeca Sharcholders
resident in France to take up their entitlement. If such approvals are not granted on or before
29th May, 1993, or such later date as may be agreed between ZENECA and the Underwriters,
ZeNucA PALs will not be sent to French resident shareholders.

fg} Japan
In order to comply with Japanesc law, ZBNECA PALs will not be sent to Zrneca Sharcholders
with registered addresses in Japan,
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ADDITIONAL INFORMATION

1 ZENECAGROUPPLC

The Company was incorporated and registered in England and Wales as a public limited
company under the Companies Act 1985 (the “Act”) on 17th Tune, 1992, under ghe name
Hackplimco (No. Five) Public Limited Company, which was changed to ZENEGA Group PLC
on 16th February, 1993. The registered office of the Company is Jmperia] Chemical House,
9 Millbank, London SW1P 3JF,

(@

2 SHARE CATPITAL

On incorporation, the Company liad an authorised share capital of £100,000, divided
into 100,000 ordinary shares of £1 each, of which 2 ordinary shares were issued (fully
paid) to the subscribers (“Subscribers”) to the Company’s Memorandum of Association,
On 15th February, 1993, a further 49,998 ordinary shares of £1 cach were allotted at
par against an undertaking to pay cash, subject to cancellation of such undertaking in
the circumstances described below, to one of the Subscribers in order to enable the
Company to obtain a certificate to commence business under Section 117 of the Act.
On 20th April, 1993, the Company's authorised and issued share capital was subdivided
from shares of £1 each into shares of 25p cach. This resulted in the authorised share
capital of £100,000 being divided into 400,000 ZenEcA Ordinary shares and the issued
share capital of £2 being divided into 8 ZENECA Ordinary shares. The allotted but
unissued share capital of {49,998 was divided into 199,992 ZenecA Ordinary shares.
Also on 20th April, 1993, the Company’s authorised share capital was increased to £300
muifion, divided into 1,200,000,000 ZEnecA Ordinary shares. There have been no
changes to the Company’s authorised and issucd share capital since its incorporation
apart from those changes described above,

On or about 28th May, 1993, the 8 issued ZEngcA Ordinary shares referred eo above
will be transferred at par fron the Subscribers to two existing ICI Shareholders. These
8 issued ZENECA Ordinary shares will be taken into account on the issue of the ZeNECA
Demerger shares to the two ICI Sharcholders concerned if the Demerger becomes
effective, whereupon the allotment of the 199,992 ZunecA Ordinary shares will
autormnaticaily be cancelled.

Immediately following the Demerger and ZENEcA Rights Issue, the authorised and
issued share capital of the Company will, based on the assumptions referred to belaw,
be as follows:

Issued and
Authorised fully paid
ZangcA Ordinary shares of 25p each £300,000,000  £236,172,475

The issued and fully paid share capital of the Company shown above is based on the
assumptions that (i} the Zengca Rights shares have been paid up in full, and (ii) the
number of ICI Ordinary shares in issue at the Demerger Record Date will be
719,763,734, being the number of ICI Ordinary shares in issue or in respect of which
options have been exercised or conditionally exercised on or before Sth May, 1993 and
takes no account of approximately 5 million further ICI Ordinary shares which could
be issucd upon cxercise of options after 5th May, 1993,
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Apphcarnn hasbeen made ro the London Stock Exchange roadmit the ZENECA Demerger
shases and ZEnEcA Righrs shases ro the Official List,

Pursuant 1o the Company's Articles of Association adopted on 20th Apsil, 1993, the
Directorsare generally anthorised for the purposes of section 80 of the Act to allot Zeneca.
Ordinary shares or securities convertible into ZENECA Ordinary shares, o to grant options
to subzeribe for ZENECA Ordinary shares, having an aggregate pominal value equal to the
authorised but unissued share capital of the Company at that date of £299,999,998. The
provisions of section 89(1) of the Act, to the extent that they are not disapplied, confer
on sharcholders rights of pre-emption in respect of the allotment of equity securities
which are, or are to be, paid up in cash, The provisions of section 89{1) arc at present
generally disapplied, pursuant to the Articles of Association, in connection with the issue
of the Zengca Rights shares and any other issue of equity securities for cash which, when
taken together with any other equity securities allotted for cash during the period of the
disapplication, do not in aggregate exceed 2 nominal value of £12 million, The authority
and disapplication expires on the date of the Annual General Meeting of the Company in
1994 or, if sooner, on 30th June, 1994,

Goodwill atising on acquisitions has been written off immediately and negative reserves
on consolidation have been created as a result, Asat 31st December, 1992, these negative
reserves amounted to /253 million, as shown in the Pro Forma Combined Net Asset
Statement in Part 9, Upon completion of the ZeNgcA Rights Issue, an amount equal to
the difference between the nominal value of the shares issued and the issue proceeds will
be credited to the Conipany’s share premium account, against which the Company
intends to write off the expenses of the issue.

By a special resolution passed ac an extraordinary general mecting on 26th April, 1993,
the Company resolved to cancel its shate premium account. Such cancellation requires
the confirmation of the High Court, which will be sought when the amount of the
share premium account following the ZENEcA Rights Issue is finally determined. The
undistributable reserve which will arise on such camcellation will be applied in writing
off any existing goodwill, and the balance remaining will be retained for the purpose of
writing off goodwill arising on future acquisitions,

Except pursuant to the ZENEcA Rights Issue or in connection with the ZEneca Share
Option Schemes, no material issue of shares (other than to ZENEcA Sharcholders pro rata
to their sharcholdings) will be made by the Company within one year of the date of this
document without the prior approval of ZrnEcA Shareholders in gencral mecting,

Based on their interests in ICI Ordinary shares notified to ICI in accordance with Pare VI
of the Companies Act 1985, and assuming the Demerger becomes effective but taking no
account of the ZeNeca Rights Issue, as at 5¢th May, 1993 (the latest practicable date before
the printing of this document) the following persons would have the following interests
in 3 per cent. or more of ZENECA's ordinary share capital:

ZENECA Percentage
Otdinary shaxes holding

Morgan Guaranty Trust Company of New York * 54,673,913 7.63
Schroder Investment Management Limited 25,934,064 3.62
Prudential Corporation Group of Companies 22,112,985 3.09

* as depositary for the sponsored ADR facility

The Directors are not aware of any other person who, immediately following the Demerger,
would be interested, directly or indirectly, in 3 per cent, or more of the issued share capital of

the Conipany.
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3 EMPLOYEESHARESCHEMES
(3) 1993 Senior Siaff Share Option Scheme

(i) General

The Company has established the Zenecs. 1993 Senior Staff Share Option Scheme {the
“Scheme®) to grant options to acquire ZeNECA Ordinary shares (*Options”) ta Directors
and senior ZENECA cmployees. A copy of the rules of the Scheme is available for
inspection at the addresses set out in paragraph 15 of this Part 11. The Scheme is split
into two parts, one of which is approved by the Inland Revenue and the other of which
is not. The Scheme also enables certain Options to be designated as “A Options” which
are subjece to special terms described in paragraph (iv) below,

Options may be granted only up to 19th May, 1994, The offer and grant of all options

ZENECA will be made by a committee of Directors {the “Remuneration Committee™), all or 2
majerity of whom will be non-exccutive Directors and will not participate in the
Scheme. Options may be offered within the period of 30 days following the public
announcement of the Company"s results for any annual, semi-annual or quarterly period,
or in exceptional circumstances. The Remuncration Committee intends to offer Options
after the Demerger within che overall and individual Selieme limits,

The number of shares available for the Scheme is limited to the number of ZgNEca ‘
Ordinary shares which will be approximately 3 per cent. of the issued ordinary share
capital of the Company immediately foillowing completion of the ZenEcaA Rights Issue,

Each person’s participation will be limited by reference to four times his relevant
carnings. However, in respect of cach participant who had options under the ICI Senior |
Staff Share Option Schemes (the “ICI Schemes®), the Remuneration Committee intends
to limit the grant of any options under the Scheme to the aggregate value (based on
their respective excecise prices) of the options to which each such participant would
have been entitled had he still been participating in che ICI Schemes,

(ii) Eligibility

All executive Ditectors and ZENECA employees who devote substantially the whole of
their working time to the service of the Group and are not within two years of their
normal retitement date are eligible to Le granted Options, The Remuneration
Comnmittee intends to grant options only to thuss exccutive Dizectors and senior
employees who have no outstanding options under the ICI Schenmes, except for Sir
Denys Henderson, who because of his position as Chairman of both ZENEcA and ICI,
will be eligible for the grant of A Options.

(iif) Terms of Options

The price at which an option may be granted, as determined by the Remuneration
Cominittee, may not {except in respect of A Options) be less than the higher of (1) the
nominal value of 1 ZenecA Ordinary share and (2) the average of the middle market
quotations of a ZENECA Ordinary share on the London Stock Exchange as derived from
the Daily Official List on the three dealing days preceding the day on which the offer
of an Option is made.

Options are not transferable and may only be excrcised by persons to whom they are
granted or their personal representatives, Except in respect of A Options, they may
usually be exercised after the third anniversary from the date of grant up to the seventh
or tenth anniversary from the date of grant. In addition, they become exercisable in
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speeified siscumssances, such as cessation of employment by reason of death and certain
ather etrcumstances. I the Company is acquired, Options under the Revenue approved
past of the Scheme may be exchanged in consideration of the grant of equivalent rights
in a different company. The rules of the Scheme provide for adjustments to ghe feaus
of Ciptions in the event of any change in the capital structure of the Company and in
certain otker specified circumstances.

(iv} A Options

The Scheme enables the Remuneration Commiitee to designate an Option as an A
Option. In order to qualify for the grant of A Gptions, a person must be an exccutive
Director or a ZEngca employce, but is not required to devote substantially the whole
of his working time to scrvice under his contract and tan be within two years of his
normal retirement date, In granting an A Option, the Remuneration Cosimittee may
have regard to any options granted under the ICI Schemes (“ICI Options”) which have
been renounced and may fix the price and excrcise period of the A Options by reference
to such ICI Options.

(b} US Schemes

Inthe US, ZENECA has two senior stalf incentive schemes, under which either ZENECA ADSs
or stock appreciation rights related to Zenzca ADSs are awarded to pasticipants. The schemes
contain provisions which allow for adjustments wpon a demerger. There are curtently
apptoximately 95 participants in these schemes. ZENECA ADSs necessary to satisfy the awards
under these schemes will be purchased on the open market, and no subscription for new Zeneca
Ordinary shares will be involved.

4 PENSIONS

Details are set out below of the two most significant pension schiemes which ICI operates and
in which ZENecA’s employees patticipate, They are in the UK and the US. An indication is
given of the manner in which these pension funds are expected to be divided between ZENECA

and the ICI Group.
(a) The ICI Pension Fund in the UK (the “Fund™)

(i) General

The Fund covers UK resident employees of ICI and ZENECA Limited. Asat 31st March,
1993, the Fund had approximately 38,000 active members, 18,000 deferred pensioners,
and 78,500 pensioners. The Fund is a defined benefits plan. ICI-guarantees the Fund’s
solvency and due payment of all benefits. ICT has an established practice of granting
discretionary pension increases which, together with the inflation-linked guaranteed
increases of up to 5 per cent. per annum, have in the past broadly matched inflation.

The sole Trustee of the Fund is ICI Pensions Trustee Limited, a wholly owned subsidiary
of The Law Debenture Trust Corporation p.le., an independent professional trustee
which is listed on the London Stock Exchange. The directors of the Trustee include
representatives from the management and employees of both ZENEcA Limited and ICI
The assets of the Fund are managed by ICI Investment Management Limited which is
a3 member of the Investment Management Regulatory Organisation and a wholly owned
subsidiary of ICL

(ii) Funding
The most recent actuarial valuation of the Fund was made as at 31st March, 1992 by
R, Watson & Sons, the actuaries to the Fund, using the projected unit method.

115

ZENECA




The actuaries have calculated that, on the basis of the assumprions adopted an the
valuztion, the 2ctvarfal value of the assets of the Fund asat 31se March, 1992 amounted
t0 97.2 per ceat. of the liabilitics for accmed benefits, resuldng in 2 funding shortfall of
£161 million,

The long term ICI contribution rate to finance future benefit accruals was 4.5 percent,
of total pensionable pay, The funding shortfali is being met by additional employer
contributions over 12 years being the average remaining service jives of the active
members, Since 1st April, 1993, all participating companics in the Fund have been
contribusing at the rate of 18.1 per cent. of total pensionable pay,

(iii) Equalisation of benefits

In common with all UK pension schemes, action may need to be taken to cqualise
benefits for men and women following clarification of the European Court judgement
ZENECA of Barber v. Guardian Royal Exchange, The actuaries have estimated that, if benefits have
to be equalised retrospectively in respect of active members, the extra Fund liability
would be £120 million, and Zeneca Limited's share would be some ,£35 million,

{iv) Proposed split of the Fund

ZENECA Limited became a participating employer in the Fund with cffect from 1st
January, 1993, and employees who transferred to Zeneca Limited continued their
membership of the Fund without interruption, It is intended that, upon the Demerger,
and subject to consent of the Fund’s Trustee, this arrangement will continue during a
transitional period, probably until 31st March, 1994, ZgNECA Limited will establish a
new pension fund with effect from che end of this transitional period.

Zeneca and ICI have agreed to propose to the Trustee that it transfer ZeNgca Limited's |
active members, and deferred pensioners and pensioners whose last employment was
with a ZENECA business, to ZENECA's new pension fund. If the Trustee decides to do
50, a share of the assets of the Fund, determined by the actuaries to be appropriate and
currently estimated to be about 20 per cent., will then be transferred to the new pension
fund, whose terms will initially have to mircor the terms of the Fund. ZeNecA and ICI
have agreed to use reasonable efforts to ensure that the split takes place on this basis, and
have entered into arrangements to cnsure that liabilities are appropriately shared between
them should this not occur.

During the transitional period, and to facilitate the splicting of the Fund should the
Trustee so decide, arrangements have been made for the assets of the Fund to be l
split notionally between those members remaining with ICI, and those transferring to
ZENECA. ‘
!
|

{(v) Contributions

The contribution rate of 18.1 per cent. of total pensionable pay recommended by the
actuaries with cffect from 1st April, 1993 will continue to be paid by ZengcA Limited
(subject to review at the next actuarial valuation) until any split of the Fund, after which i
a suitable contribution rate will be determined by the actuaries to ZENECA's pension.

fund.

(b) The ICI Americas Pension Plan (the “Plan™),

(i) General

Prior to 27th December, 1992 employees of both Zengca Inc, (formerly ICI Americas
Inc.) and ICI Americas Inc. (formerly ICI Chemicals Inc.) participated in the Plan, The
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Plaa is a defined benefits plan vrith astets held in 2 tmst maintained by an &adependent
trustee, Sroee Streec Bank and Trust Company,

Or 27th December, 1992 ZeNeCA Ine became the sponsoring employer under the Plan
and ICI Americas Inc agreed to establish 2 new plan, on similar terms, forits employees
and those pensioners and deferred pensioners of the Plan allocated to it. An appropriate
portion of the assets of the Plan will be transferred to the new plan.

(i Funding
As at 31st December, 1992, on thie basis of the actuarial assumptions adopted, the past
service liabilitics of che Plan exceeded the fair market value of the assetsby approximately
$191 million.

(iii) Proposed splic of the Plan

Assets will be allocated to participants of the two compamics in accordance with the
statutory rules for terminating plans with insufficient assets. Preliminary caleulations
have indicated that after the split of the assets, the ratio of assets to past service liabilities
will be approximatcly 73 per cent. in respect of ZENECA participants, representing a
shortfall of $122 million.

5 SUMMARY OF MEMORANDUM AND ARTICLES OF
ASSOCIATION

MEMORANDUM

The Memorandum of Association of the Company provides that the Cempany’s principal
objects are to act as and to perform the function of a holding company. The objects of the
Company are set ottt in full in Clause 4 of its Memorandum of Association.

ARTICLES OF ASSOCIATION

{a) Rightsattaching to Ordinary Shares

The following is a description of the rights attaching to the Znrca Ordinary shares based on
the Company’s Articles of Association (the “Articles”) and English law. This description does
not purport to be complete and is qualified in its entirety by the full terms of the Articles.

(i) Voting

Subject to disenfranchisement in the event of (i) non-payment of calls or other monies
due and payable in respect of Zeneca Ordinary shares or (ii) non-compliance with a
statutory notice requiring disclosure us to beneficial ownership of ZenecA Ordinary
shares, and, without prejudice to any special rights previously conferred aud subject to
any special terms as to voting upon which any shares may be issued or may for the time
being be held and to any other provisions of the Articles, on a show of hands every
Zaneca Sharcholder who is present in person at a general meeting of the Company
shall have one vote, and on a poll every Zengca Sharcholder who is present in person
or by proxy shall have one vote for every ZENBCA Ordinary share held.

(ii} Dividends

Subject to the Statutes (as defined in the Articles), the Company at a general meeting may
declare dividends to be paid to ZEneca Shatcholders according to their rights and interests
in the profits available for distribution, but no dividend shall be declared in excess of the
amount recommended by the Board. Except insofar as the rights attaching to, or the termns
of issuc of, any ZrNrca Ordinary share otherwise provide, all dividends shall be declared
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Plan 35 2 defiped benefits plan witk assets held in 2 trusc aaintained by an independent
wustee, State Street Bank and Trust Company.

Qn 27th December, 1992 ZrNEcA Inc became the sponsoring employer under the Plan
and ICT Americas Inc agreed to establish a new plan, on similar terms, for its employees
snd those pensioners and deferred pensioners of the Plan allocated to it. An appropriate
posvicn af the assets of the Plan will be transferred to she new plan.

(i} Fuudiag

As at 3152 Drecember, 1992, on the basis of the actuarial assumptions adopred, the past
sexvice lizbilicies of the Plan exceeded the fair market value of the assets by approximately
$191 million.

(i) Proposed split of the Plan

Assets will be allocated to participants of the two companies in accordance with the ZENECA
statutory rules for terminating plans with insufficient assets, Preliminary caleulations

have indicated that after the split of the assets, the ratio of assets to past service liabilitics

will be approximately 73 per cent. in respect of Zenrca participants, representing a

shortfall of $122 million,

8 SUMMARY CFMEMORANDUMAND ARTICLES OF
ASSOCIATION

MEMORANDUM

The Memorandum of Association of the Company provides that the Company's principal
objects are to act as and to perform the function of a holding company. The objects of the
Company are set aut in full in Clause 4 of its Memoraudum of Assaciation.

ARTICLES OF ASSOCIATION

(2) Rightsattaching to Ordinary Shares

The following is a description of the rights attaching to the ZeNecA Ordinary sharcs based on
the Company's Articles of Association (the “Articles™) and English law. This description does
not purport to be complete and is qualified in its entirety by the full tcerms of the Articles.

(iy Voting

Subject to disenfranchisement in the event of (i) non-payment of calls or other monies
due and payable in respect of ZENECA Ordinary shares or (ii) non-compliance with a
statutory notice requiring disclosure as to beneficial ownership of Zeneca Ordinary
shares, and, without prejudice to any special rights previously conferred and subject to
any special terms as to voting upen which any shares may be issued or may for che time
being be held and to any other provisions of the Articles, on a show of hands every
Zewpca Sharcholder who is present in person at a general meeting of the Company
shall have one vote, and on a poll every ZeNecaA Sharcholder who is present in person
or by proxy shall have one vote for every ZeNgca Ordinary share held.

(i) Dividends

Subject to the Statutes (as defined in the Articles}, the Company ata general meeting may
declare dividends to be paid to ZENECA Shareholders according to their rights and interests
in the profits available for distribution, but no dividend shall be declared in excess of the
amount recommended by the Board, Except insofar as the rights attaching to, or the terms
of issue of, any Zensca Ordinary share otherwise provide, all dividends shall be declared
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according 1o the smounts pad-np o virdited as paid-up ~n ghe shates and apportioned
and paid prn 12tz aceording to the ansounts paid-up or credited as paid-up on ghe shares
dasing any portion or portions of the period in respest 0l which shedividendds paid, The
Board may from rime 1o time pay to the ZENECA Sharcholders such interim dividendsas
appear fo the Board to be justified by the position of the Company, Avy dividendunclaimed
afver 3 pericd of 12 years from the date of declaration shall be forfeited and shall severt o
the Company.

{(iify Distzihution of assets or liguidation

Oua winding-up, the liguidacor may, with the sanction of on extraordinary resolution
of the Company and subject to and in accordance with the Act, divide among the
ZenzeA Sharcholders in specie or kind the whole or any part of the assets of the
Company, subjecs. to the vights of any shares which may be issucd with special rights or
privileges.

{iv) Translerability of Zennca Ordinary shares

All of the Zuneca Ordimary shares will be in regictered form. Any ZenecA Sharcholder
tnay freely transfor all or any of his Zeneca Ordinary shares by an instrzment of transfer
in any usual fornt or in any other form which t*¢ Board may approve. The Board may,
in its absolute discretion and withoue assigning any reason sheiefor, decline to register any
transfer of any ZaNecA Crdinary shate which is not fully paid, There is no restriction on
the registration of a duly stamped transfer of fully paid ZengcA Ordinary shares (except
insofar as the transfer is made to or by an infant or patient within the meaning of
the Mental Health Act 1983) provided the transfer (s) is lodged with the Company,
accompanied by the relevant share centificate and such other evidence of ownership 4s the
Board may reasonably require, (b} is only in respece of one class of share and {¢) is, in the
case of a transfer to joint holders, in favour of not more than four transferecs. If any of
thz above conditions are not complied with, the Board has discretion whether or not to
register the cransfer in question,

(v} Variation of rights

Subject to the Statures, the special rights attached to any class of shares for the time being
issued may from time to time (whether or not the Company s being wound-up) be altered
oz abrogated with the written consent of the holders of three-fourths in nominal value of
the issued sharz: of that ¢lass or with the sanction of an extraordinary resolution passed at
a separate general meeting of the holders of the issued shares of that class at which a
quorutn of one or more persons holding or representing by proxy tiot less than one-third
of the issued shares of that class (or in the case of an adjourned meeting such quorum as
is specificd by the Articles) is present. The special rights conferred upon the holders of
any shares or class of share shall not, unless otherwise cxpressly provided in the rights
attaching to the terms of issue of such shares, be deemed to be altered by the creation or
issue of further shares ranking pari passu therewith or the purchase by the Cowmpany of
any of its own shares,

{vi) Changes in capital

Subject to the provisions of the Statutes and ro any special rights conferred on the holders
of any shares or class of shares, the Company may issuc redeemable shares, Subject to the
provisions of !« Statutes and to any special rights previously conferred on i} e holders of
any cxisting shates, any share may be issued with such special rights or such restrictions
as the Company may determine by ordinary resolution, ‘The Company may by ordinary
resolucion increase its share capital, consolidase and divide its share capital into shares of
a larger amount, sub-divide its share capital into shares of a smaller amonnt (subject to the
provisions of the Statutes) and cancel any shares which have not been waken ot agreed vo
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ke t3ken by any person 20 dinunish the amount of jts autherised share capital by zhe
amount of the shares so cancelled.

Sebjecr vo the pravisions of the Starutes the Company may by special resolution reduce
fis authorised and issued share czpitz}, any capital redemption reserve and any share
premium account in any manner, The Company may 2lso, subject ro the requirements
of the Stazutes, purchase jts own shares.

(vii} Untraced shareholders

Subject to various notice requirements, the Company may sell any shares of a2 member
or person entitled thereto wheo is untraceable, if duting a period of 12 years, at Jeast three
dividends in respect of the shares in question have become payable and the cheques or
warrants for all amounts payable to such member or person in respect of his shares have
remzined uncashed and the Company has received no indication of the existence of such
member or person, The net proceeds of sale shall belong to the Company but the member
or person who had been entitled to the shazes shall become a creditor of the Company
in respect of those proceeds.

If on three consecutive occasions notices or other communications {including dividend
payments) have been sent through the post to any holder of shares to his registered
address or to his address for the service of notices but returned undelivered, such holder
is not thereafter entitled to receive notices or other such communications until he has
supplied the Company with a new address.

{viii) Non-UK sharcholders

There are no limitations in the Memorandum or Articles on the rights of non-UK
sharcholders to hold, or exercise voting rights actaching to, ZENeca Ordinary shares.
However, no ZENRCA Sharcholder is entitled to reccive notices from the Company,
including notices of general meetings, unless he has given an address in the UK to the
Company to which such notices may be sent.

(ix) Sanctions on shareholders

A holdzr of ZeNECA Ordinary shares loses his rights to vote in respect of ZENECA
Ordinary shares if and for so long as he or any other person appearing to be interested
in those shares fails to comply with a request by the Company under the Act requiring
him to give particulars of any interest in those ZeNEcA Qrdinary shares within 28 days
in the case of a shareholding representing less than 0.25 per cent. in nominal amounc of
the share capital of the Company then in issue, or any class thereof, and the Company
gives notice of disenfranchisement. In the case of sharcholdings representing 0,25 per
cent. or more, in nominal amount, of such capital, the compliance period is reduced to
14 days and the sanctions which may be applied by the Company include not only
disenfranchisement but also the withholding of the right to reccive payment of dividends
and other manies payable on, and restrictions on transfers of, the ZENECA Ordinary
shares concerned.

(x} Subject to the Statutces, a holder of ZEnECA Ordinary shares who having been given
an opportunity to do so, does otherwise elect in writing to the Company, may thercafter
receive annual summary financial statements if published by the Company, instead of
its full report and accounts,

(b) Directors

The Dirzctors (other than those holding full-time salaricd employment with the Company) shall
be paid by way of fees for their services at such rate and in such proportion as the Board may
resolve, a sum not exceeding 2n aggregate of £500,000 per annum or such larger amount as the
Company may by ordinary resolution detetmine or, in the case of such Directors who are resident
outside che UK, such uxtra remuncration as the Board may determine.
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‘Fhe Directors shall also be paid all expenses propeddy incured by them dnattending mectings
of the Compapy or of the Board or otherwise in copnection with thebusinessof the Company,

A Director vho is in any way, whether directly or indirectly, interssted in any contract ot
prapased congract with the Company shall declaxe the sasone of Ly fotetest in accordance with
the Statutes,

A Durector shall not vote, and shafl not be counted in 2 guurem, in respect of ar- yoatract,
arrangement or proposal in which he has a matwerial interest, sxeept that this prohinition shall
not apply to:-

(i) any arrangement for giving any Dircctor any security or indemeity in respect of
money lent by him to or obligztions undestaken by him for the bencfit of the Company
or any of its subsidiary undertakings;

(i1} any contract or arrangement by & Director to participate in the underwriting or
sub-underwriting of any offer of shares, debentures or other securities of the Company
or any of its subsidiary undertakings for subscription, purchase or exchange;

(iif} any contract or arrangement in which he is interested by virtae of his interest in
shares or debentures or other securities of the Company or by reason of any otherinterest
in or through the Company;

{iv) any contrace or arrangement concerning any other company (not being a. company
in which the Director owns one per cent. or more) in which he is interested dicectly ot
indirectly whether as an officer, sharcholder, creditor or otherwise howsoever, A
company shall be deemed to be a company in which a Dircctor owns one per cent. or
more if and so long as (but only if and so long as) he is (either directly or indirectly) the
holder of or beneficially interested in one per cent. or more of any class of the equity
share capital of such company or of the voting rights available to members of such
company. For the purpose of this paragraph there shall be disregarded any shares held
by a Director as bare or custodian trustee and in which he has no beneficial interest, any
shares comprised in a trust in which the Director’s interest is in reversion or remainder
if and so long as some other person is entitled to receive the income thereof, and any
shares comprised in an authorised unit trust scheme in which the Director is interested
only as a unit holder;

(v) any proposal concerning the adoption, modification or operation of a
superannuation fund or retirement, death or disability benefits scheme, share option
scheme, share incentive scheme or profit sharing scheme which relates both to Directors
and employees of the Company or of any of its subsidiary undertakings and does not
accord to any Director as such any privilege or advantage not generally accorded to the
employees to which such schsme or fund relates;

{vi) any arrangement for the benefic of employees of the Company or of any of its
subsidiary undertakings under which the Dircetor benefits in a similar manner to the
employces;

(vil) any proposal concerning any insurance which the Company is empowered to
purchase or maintaw,, toi or for the benefit of any Directors or for persons who inelude
Directors;

and these prohibitions may at any time be suspended or relaxed to any extent, and cither
generally or in respect of any particular contract, arrangement or transaction, by the
Company in gencral meering.
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Subject to the provisions of the Sratutes, 2 Direstor may hold 2ny ot coffice or place of profit
undze the Company (other than the office of auditor) in conjunction with hisoffice of Director,
of may act in a professional capacity for the Company on such terms fincluding remunecration)
as the Board may detcermine, No Director shall be disqualified by his office from contracting
with the Company, nor shall any such contract or any contract or arrangement entered intoby
the Company in which any Director is in any way interested be liable ro be avoided, nor shall
any Director so contracting or being so interested be Jiable to account to che Company for any
profie realised by any such transaction by reason of such Director holding that office,

Notwithstanding Section 293 of the Act, a Dircctor aged 70 or more shall be capable of being
appointed a Director and shall not be required to retire by reason of his age.

With effect from the admission of ZenecA Ordinary shares to the Official List of the London
Stock Exchange, the qualification of a Director will be the holding of shares of the Company
of an aggregate nominal amount of £125, He must obtain his qualification within the later of
two months after the date of his appointment and six months after the date of such admission.

At cach annual gener2' meeting of the Company one-third (or the nearcst number to one-thiid)
of the Director: skl - atire from office by rotation. The Directors to retire in every year shall
be those who Lz bc un longest in office since their last election but as between persons who
became Dircctors on the same day, those to retire shall (unless they otherwise agree among
themselves) be determined by lot. A retiring Director shall be eligible for re-clection, The
Company may from time to time by ordinary resolution appoint any person to be 2 Director.
The Dircctors may also from time to time appoint one or more Directors but any Director so
appointed shall retire at the nexe anmial general meeting of the Company but shall then be
eligible for re-election and any Director who so retires shall not be teken into account in
determining the number of Directors who are to retire by rotation at such meeting.

The Board may from time to time appoint one or mmore Directors to be the holder of any
executive office for such period and on such terms as it decides. A Director so appointed shall
cease to hold such office when the Board terminates his appointment or in the case of certain
Directors appointed to hold an executive office when he ceases to be a Director of the Company.

{c) Borrowing Powers

The Articles provide that the aggregate principal amount from time to time remaining
undischarged of all maoneys borrowed by the Company (exclusive of intra-group borrowings)
shall not, withoue the previous sanction of an ordinary resolution of the Company, exceed an
amount equal to £6,000 million before the date of the annual general meeting in 1994 or
thereafter an amount equal to three times the aggregate of the issued share capizal and reserves
of the Company adjusted in the manner set out in the Articles,

6 DIRECTORS'INTERESTS

(8} Immediately following the Demerger, and taking no account of the ZENECA Rights Issue,
the Directors and their immediate families will have the intexests in the ZENECA Ordinaty shaces
as shown in the table below based on their holdings of ICI Ordinary shates according to the ICI
register of Directors' share intcrests as at 10th May, 1993, the latest practicable date before the
priuting of this documeut, such interests being required to be notified to the Company pursuant
to Scction 324 or Section 328 of the Act, or which are required pursuant to Scction 325 of the
Act to be entered in the register referred to therein, or which are intcrests of a perion connected
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with the Dircctors within the meaning of Secrion 346 of the Act {or avhich avould have heen
requirnad to be so potified by thase Dirersors had ghey been directors of ICI):

ZENECH Ordinary shares
Sir Lrcnys Henderson 21,274
J D FBarnes 2,813
P Doyle 5050
J € Mayo Nil
ATHPink 430
AT G Radgers 600
Lord Chilver 1,000
Sir Richard Greenbury 500
Miss G M Lewis Nil
Sir Jeremy Morse 1,819
T H Wyman 500

The Directors do not have any interests inany other company within the Group. They may b
granted options under the share option scheme described in paragraph 3 of this Part 11,

{b) There are no outstanding lvans by any member of ZENECA to any Director, nor any
guarantces provided by any such member for the benefit of any Director.

(c) Saveas disclosed in paragraph 7(j) of this Pare 11, nio Director has or has had any intetest in
any transaction which is or was unusual in its nature or conditions or is or was significant to the
business of Zeweca and which has been effected by Zeneca during the current or immediately
preceding financial year or which was cffected by Zengca during any earlier financial year and
temains in any respect outstanding or unperformed,

(d) Each of the Directors named below has entered into a service contract with a member of
the Group, particulars of which are set out below. Such contracts are conditional upon the
Demerger becoming effective.

Director Annual

salary Notice period

£

Sir Denys Henderson 257,500 *
J D F Barnes 325,000 3 years
P Doyle 228,560 I years
J C Mayo 200,000 3 years
A TH Pink 215,000 3 years
AT G Rodgers 209,070 3 years

*Sir Denys Henderson's scrvice contract expires on the carlier of the date of the Annual
General Mecting of the Company in 1995 and 31st May, 1995,

The Chairman and the exccutive Directors are entitled to participate in a bonus arrangement
for 1993 based on the performance of the Group and the performance of the Directors. The
amount of bouus paid (if any) will be at the discretion of the Remuncration Committee, 75 per
cent, of any bonus will relate to profit performance of the Group and 25 per cent. will relate
to the achicvement of a cash surplus before dividends and finance charges.
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Save 3s roentionad above, there are no service contracts between any Director and any member
af the Group which do not expise or cannot be determined without payment of compensation
{other than staturory compensation} within one year and no such contracts are proposed.

Upan the Demerger becoming effective, ] D F Barnes, P Doyle and AT G Rodgess will sesign
as Direcrors of ICI and their service contracts will rerminate without compensation or other
payment in respect thereaf,

{¢} TH Wymanisancxccutive dircctorof .G, Warburg Group ple, subsidiarics of which will
reeeive commissions and a fee in connection with the ZeneEcA Rights Issue, the Underwriting
Agrecment and the International Marketing Agreement referred to and as defined in paragraph
7 of this Part 11,

(f§ There were no emoluments paid to or pensions contributions paid in respect of the Directors
in the year ended 315z December, 1992, The estimated remuneration payable to the Directors in
respect of the year ending 31st December, 1993 under the arrangements in force at the date of
this doecumesze and assuming thar the service agreements of the executive Directors become
unconditional is approximately £1.6 million, excluding amounts that may be paid under borms
or profit~shating plans and assuming such remuneration payments are made in respect of the full
year ending 31st December, 1993, The aggregate amount expected to be set aside by the Group
for chat petiod to provide pension, retirement or similarbenefies for all Directors is approximately
£0.2 million.

7 MATERIALCONTRACTS

The following contracts (not being contracts entered into in the ordinaty course of business)
have been entered into by the Company or its subsidiaries within the two years immediately
preceding the date of th.; document and are or may be material:-

(a} An agreement dated 18th December, 1992 between ICI and ZENECA Limited (the “UK
Hive-down Agreement™) pursuant to wi»«t ICI agreed to sell and ZENECA Limited agreed
to purchase, with effect from 1st January, 1993, cectain bioscience businesses of ICI for a
consideration consisting of che issue co ICI of ZeNEzA Limited ordinary shares and the
assumption by ZBNECA Limited of an amount of indebtedness owed by ICI to subsidiaries of
ICI other than members of the Group and of certain liabilitics of ICI in connection with such
businesses. The UK Hive-down Agreement provided for the number of such ordinary shares
to be issued and the value of such inter-company indebtedness to be assumed to be calculated
by refermnce to the net asset value in the accounts of ICI of such businesses as at 15t Januvary,
1993; subsequent thereto, and in accordance therewith, 50,000,000 ordinary shares of [1 cach
in Zungca Limited were issued to ICI and approximately £1,619 million of indebtedness was
assumed by ZENECA Limited. The UK Hive-down Agrecment contains indemnities given by
ZeNecA Limited to ICI in respect of Habilities of the bioscience businesses acquired pursuane
ta the agreement and by ICI to ZENECA Limited in respect of liabilities of ICI's retained and
other chemical activitics.

{b) An agreement dated 27th December, 1992 berween ZENECA Inc. and ICI Americas Inc.
(“ICI US”) (the “US Hive-down Agreement”) pursuant to which ZENzcaA Inc. agreed to
transfer to ICI US all of the chemical businesses held by Zennca Inc., together with the assets
of certain central corporate functions, The transfer was made as a contribution to the capital of
ICI US, 'The US Hive-down Agreement provided that ZeNgea Inc. will retain all of the
bioscience businesses then held by it, as well as the assets of certain corporate functions. In
addition, the US Hive-down Agtcement contaius indemnities given by IC1 US to Zeneca Ine.
in respect of labilities of the bioscience businesses and by ICI US to ZangcaA Inc, in respect of
{abilities of the chemicals businesses and other transferred assets.
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(c} An agreement dated 15ch Apnl, 1993 beween 3G Finance PLC (€ Finance™) wnd
ZEeNecA Limited {the “Commutted Note Purchase Agreement™), purswant zo which ZENRCA
Limited has issued £1,800 million jn nominzl walue of Zero Coupon Notes to #CI Finance and
ICI Finance has agreed to subscribe for further notesissued sherenader, suljzet £o the limitsof
the facility, The facility expires on 30¢h June, 1995 and reduces over time from a ficility limic
of £2,000 million to the following amounts: £1,600 million on 15th July, 1993, £30G million
on 29th December, 1993 and £150 million on 29th December, 1994, The issue price of motes
will reflect floating rates of interest. The Notes will be guaranteed by the Company as frotn

she Demerger. Part of the procm‘ds of the issue of the £1,800 miilion nominal value of Notes

referred to above was used to provide working capital for ZEngcA Limited and was deposited

with ICI Finance ata market-based rate of interest, Undera further agreement dated 12th May,

1993, ICI Finance and ZENECA Limited agreed that the balance of any cash on deposit by

ZengcA Limited with ICI Finance as at the close of business on 28th May, 1993 would remain

on deposit until 29th June, 1993, Such agreement provides for a right of set~off in respect of
such deposit and the amount due in respect of the Notes initially issusd under the Committed

Note Purchase Agreement. The Notes initially issued mature on 29¢h June, 1993,

{d) A deed of guarantce dated 12th May, 1993 (the “Decd of Guarantee™) pursuant to which.
ZgnecA Group PLC has inter alia, and with effect from the Demerger, guaranteed the
obligations of Zeneca Holdings Inc. as the borrower pursuant to a US$500 million Loan
Agreement dated 28th June, 1991, 2 US$280 million Loan Agreement dated 315t October,
1986 and a USS70 million Lean Agreement dated 215t December, 1992, in each case with ICIL
Such loans bear interest at an average rate of 9.2 per cent, per annum and have maturity dates
in 2001 and 2002. The Deed of Guarantee provides for their carly repayment at the option of
the Company (at any time after 4th fanuary, 1994) or ICI {at any time after ist June, 1995),

{e) An agreement dated 12¢th May, 1993 between ICI, the Company and ZENECA Limited
(the “Demerger Agreement”) pursuant to which, inter alia, ICI and the Company have agreed
that, subject to the passing of the Resolution to approve the Demerger and to the agreement
of the London Stock Exchange to die admission of the ZENECA Ordinary shares to the Official
List, ICI will, pursuant to a scheme for the reconstruction of ICI, transfer or procure the
transfer, subject only to the admission to the Official List of the London Stock Exchange of
the ZENECA. Ordinary shares, of the issued share capital i1 ZENBCA Limited to the Company
in exchange and in consideration for which the Comp ay will allot an ™ we (subject only to
such admission) the ZeNeca Demerger shares to the IC! Sharcholders as at the Demerger
Record Date in satisfaction of the dividend payable to ICI Sharcholders to be declared pursuant
to the Resolution, The partics agreed to use all reasonable efforts to procure fulfilment of the
conditions described above, Under the Demerger Agreement, ICI and the Company have made
provision as to the allocation between ICI and the Company of certain costs of the Demerger
and reorganisation. of the ICI Group, as well as provision for the storage of and access to data
and arcbives. The Company and, to the extent it may lawfully do so, ZenecA Limited have
jointly and severally agreed to guarantec the performance by ZEnEcA Limited and other
members of the Group of obligations assumed by them pursuant to the terms of certain
agreements entered into pursuant to the reorginisation of the ICI Group and to indemnify ICI
in relation to any non-compliance with the cerms of such agreements. ICI has also agreed to 2
similar guarantee and indemnity in relation to che performance of or, as the case may be,
non-compliance with its subsidiaries’ cbligations under such agreements,

The Demerger Ageeement sets out the basis on which ICI and ZeNecA will use all reasonable
endeavours to cnsure that cmployees of ZeNEcA and the deferred pensioners and pensioners
whose last employment was with a ZENECA business are transferred from the ICI Pension Fund
to a newly formed ZeNECA pension fund together with a share of the ICI Pension Fund.
The Demerger Agreement also contains arrangements to ensure that pension liabilities are
appropriately shared becween ICIand ZENeca should this not occur.
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The anly representation and wamanty connained in the Demerger Agreement s given by IC1
¢ the Campany with respect f0 there being no material defects in material assets, po material
racumbrances over and ro material third party rights in respecr of any material asets of the
ZENECA businesses and no material Habilities of such businesses, which have not been disclosed
¢0 ZENECA or ir this document, the omission ot disclosure of which makes any statcement in
this document misleading and disclosure of which investors and their professional adwisers
would reasonably require and seasonably expect to find ix this document,

Such warranty is limited to the best of the personal knowledge and belief, having made all
reasonable enquiries, of specified ICI personnel and does not extend to such mateers as are, or
on reasonable enquiry ought to be, known to specificd ZENECA personnel. Liability for breach
is limitzed to £200 million and daes not extend to claims which in aggregate fall below £20
millicn,

(f) An agreement dated 12¢th May, 1993 beiween ICI and the Company, (the “Indemnity
Agreement”), pursuant to which, conditional on the Demerger becoming unconditional, ICI
and the Company have agreed, subject to certain limitations, with effeet from 13t January,
1993, to indemnify each other against certain liabilities (actual or contingent) incurred by
members of their respective groups associated with the businesses allocated to them as a resule
of the reorganisation of the ICI Group, which took effect from 1st January, 1993. The
Indeminity Agreement covers a wide range of matters including liabilities for breach of
warranties or indemnities relating to past disposals of businesses, companies and assets, liabilities
arising in rclation to current and former employees, site related liabilities {including
environmental liabilities), product liabilities, Jiabilities arising pursuant to restrictive covenants,
clairnsarising out of the use or explaitation of certain intetlectual priperty rightsand techuology
and claims arising in respect of guarantees and other credit-related obligations.

Under the Indemnity Agreement, liabilities relating to breach of warrantics and indemnitics
relating %o past disposals of businesses, companies and assets attach ta the group which would
have owned the business, company or asset had such sale or disposal not taken place; employer
liability generally attaches to the final or current employer of an employee, regardless of who
the employer may have been at the time the relevant liability arose; environmental and site
related liability attaches to the owner of the frechold property giving rise to the liability in
question (or, in the case of leasehold property with an unexpired Jease term of more than ten
years from 1st January, 1993, to the leascholder of such property), regardless of when the
liability may have arisen or the nature of the liability; produce liability generally attachesto the
group which manufactured the defective product (or component) in question regardless of
which group may have been involved in distributing the product.

The Indemnity Agreement provides that, for a period of 20 years from 1st fune, 1993 neither
ICI nor the Company will permit a reorganisation, reconstruction, disposal or distribution
which, when aggregated with any previous connected transaction(s), involves a disposal of 50
per cerit. or more of the consolidated net assets of the relevant party (as shown by the latest
published audited consolidated balance sheet for the relevant party) unless such transaction is
for fair consideration or the successor to such assets agrees to become bound by the Indemnity

Agreement,

{g) A deeddated 12th May, 1993 between ICI and the Company (the “Tax Deed”) pursuant
to which ICI and the Company have agreed to indemnify cach other in limited circumstances
against certain tax liabilitics, the general principle applied being that taxation liabilities should
remain with the legal entity in which they arise.
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{h) An agreement dated 12¢h May, 1993 between ICI and the Company  fthe *Taxes
Management Agreement™) which makes provision for mutnal co-operation and assistance an
calculating and determining tax liabilities of the respective groups, and geoerally for dhe
managetnent of cerrain aspects of their pespective group’s fax affairs {including group welicf
marters) for periods prior to the Demerger.

(i) An agreement dated 12th May, 1993 beoween ICI (1) the Company (2) Warburgs {3)
Barclays de Zoete Wedd (4) and Goldsnan Sachs (5) {the “Underwriting Agreement™) pursuant
to which Warburgs, Barclays de Zocte Wedd and Goldman Sachs (together the *Underwriters™)
have agreed o underwrite the Zeneca Righes Issue, The obligations of the Underwriters are
conditional, inter alia, on admission of the ZENECA Ordinary shares to the Official List of the
London Stock Exchange by not later than 8th June, 1993 or such later date, not being lazer
than 9.00 2.m, on 15th June, 1993, as the Company may with the prior written consent of the
Underwrisers (which consent shall not be unreasonilly withheld or delayed) require, There
are further conditions contained in the Underwriting Agreement to the making by the Company
of the rights offering in the US but fulfilment of those conditions is not a condition to the
making of the ZanecA Rights Issuc outside the US. The Underwriters are entitled to receives
(i) a commission of 1Y% per cent. of the aggregate value at the subscription price of the ZENECA
Rights shares in respect of the first 30 days of its commitment, commencing on 12th May,
1993; (it) a further commission(s) of ', per cent. of the aggrepate value at the subscription price
of the ZENECA Riglhts shares in respect of each periad of seven days (or any part thereof) from
and incleding 11th June, 1993 until the date which is two dealing days after the acceptance
date under the ZeNECA Rights Issuc or the date on which the Underwriters' obligations cease
and determine under the Underwriting Agreement; and (iii) if the Underwriting Agreement
becomes unconditional, a further commission of ¥, per cent. of the aggregate value at the
subscription price of the ZeNEcA Rights shares. Out of these commissions the Underwriters
will pay sub-underwriting commissions and a fee to the brokers to the Zeneca Rights Issue,
The Company has agreed to indemnify the Underwriters and their affiliates and has given to
the Underwriters certain representations, warranties and undertakings, The Company will pay
the reasonable legal and other out-of-packet expenses of the Underwriters, The Underwriters
have the right to terminate the Underwriting Agreement in cereain circumstances, The
obligations of the Underwritets are several and separate, Warburgs being responsible for 50
per cent. and Barclays de Zocte Wedd and Goldman Sachs being responsible cach for 25 per
cent. of the obligations of the Underwriters. If the Demerger is not completed as contemplated
by the Demerger Agreement, ICI will procure that the Company performs its abligations and
meets all liabilities to the Underwriters (or any permitted assignee) pursuant to the
Underwriting Agreement,

() An agreement dated 12th May, 1993 between ICI, the Directors and the Company (the
“Legal Costs Indemnity Agrecment”) pursuant to which ICI has agreed to indemnify the
Directors from and against any and all expenses reasonably incurred in defending any action or
claim arising, inter alia, in connection with the approval and issue of the Listing Particulars
and any US prospectus, in circumstances where it is reasonable for the indemnified director to
~mploy his own legal and other professional advisors. The indemnity docs not extend (i) to
legal defence costs which are covered by insurance or which are otherwise recoverable from
third parties, ot (ii) for any expenses incurred in relation to any action or claim notice of which
is served on or after 2nd June, 1996. Thie Company has undertaken to indemnify ICL in respect
of payments made by ICl under the indemnity to the extent that payments by the Company to
ICI may lawfully b+ made.



Fropased agreeament

The Company proposes to enter into, on ar before the latest time for acceptance and payment
in fall in respecr of Zeneca Rights shares, an agreement with ICI, 5,G, Warburg Sccuritics
Led. (as Clobal Co-ordinarer), 5.G.Warburg Securities Ltd., Goldman Sachs Internatioual
Limitedand Barclays de Zoete Wedd (as International Marketing Co-ordinators),and Goldman,
Sachs & Co, and §.G, Warburg Securities Ltd, (as Bookrsnners) (the “Internationa) Marketing
Agreement”™) pursuant to which che International Marketing Co-ordinators will ke entitled to
commissions of 2,15 per cent. calculated on the aggregate sale price of fully paid Zeneca
Osdinary shares (including Zeneca Ordinary shares comprised in ADSs) sold by the
International Marketing Co-ordinators to the extent thae such sales are covered by purchases
of nil paid ond, in certain circumstances, fully paid Zeweca Rights shares or warrants
representing nil paid rights to ADSs and, in the case of nil paid ZeEneca Rights shares,
subscription thereof, pursuant to the arrangements described in the agreement.The Global
Co-ordinator proposes to pay 1 per cent. of such amount to members of two syndicates of
international investment banks (the “Managers”} which will solicit purchasers for ZeNECA
Ordinary shates to be sold by the International Marketing Co-ordinators pursusnt to the
International Marketing Agreements. The Company will also agree to pay to the Global
Co-ordinator £50,000in respece of syndication expenses and to pay all rezsonable out-of-pocket:
expenses of the Global Co-ordinator, the International Matketing Co-ordinators and the
Managets. The International Marketing Co-ordinators will agtee to pay ro the Company 50
ver cent. of the net profit made by them pursuant to the International Marketing Agreement.
The International Marketing Agreement will provide for the Company to indemnify the
International Marketing Co-ordinators and to give them certain representations, warranties
and undertakings. The Company will be entitled to terminare the arrangements covered by the
International Marketing Agreement at any time in respect of sales after such termination. Such
termination may relate to either or both of the syndicates referred to above, If the Demerger
is not completed as contemplated by the Demerger Agrcement, ICI will procure that the
Company performs its obligations and meets all liabilitics to the other parties (or any permitted
assignee) pursuant to the proposed International Marketing Agreement,

8 WORKING CAPITAL

The Directors are of the opinion that taking into account available bank and other facilities
and the net proceeds of the ZENECA Rights Issue, the Group has sufficiert working capital for
its present requirements,
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9 PROPEXATIES

£ ummyry detaify of ZeNECA's principal properties ar: set put below:-

(3) Frechold properties

Location

Alderizy Pask, Macclesfield,
Cheshire, UK

Avlon Works, Severnside,
Hallen, Bristod, Avon, UK

Fernhurst Site,
West Sussex, UK

Huddersfield Works,

Leeds Road, Huddersfield,
West Yorkshire, UK
Macclesfield Works,
Hurdsfield Industrial Estate,
Macclesfield, Cheshire, UK
Grangemouth Works,

Earls Road, Grangemouth,
Stirlingshire, UK

Viale Dell’Industria, 3, 20040
Caponago (Milano), Italy

Otto-Hahn-Strasse,
D-6831 Plankstadt, Germany

587 Old Baltimore Pike,
Newark, Delaware 19711, USA

Fairfax Campus, 1800 Concord
Pike, Wilmington, Delaware
19897, USA

Guayama, Puerto Rico

Carolina, Puerto Rico

(b) Leaschold Propertics

Location and current usage

Carolina, Puerto Rico
Pharmaceutical warehouse

Site irea
{(sg.m.)

1,618,760
708,830
395,746

1,794,71¢

323,752

693,446

34,662

182,000
597,723

28,397 and
42,365

507,020

15,857

Site area
(sq.m.)

3,027
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Currers usape

Pharmaceuticals® business and
R&D headguarters, CTL

Manufacture of pharmaceuticals
and fine organic chemicals

Agrochemicals and Sceds'
headquarters

Manufacture of colours,
apricultural chemicals and other
fine organic chemicals

Manufacture of pharmaceuticals

Manufacture of colours,
agricultural chemicals,
pharmaccuticals and other fine
organic chemicals

Pharmaceuticals’ manufacturing
and packing facilities for 2
number of products both for
domestic and international
distribution

Manufacturing and
admimstration buildings

Production facility

Administrative offices and
research centre

Pharmaceutical manufacturing
site

Pharmaceutical manufacturing
and packing site

Unexpired Current annual rental
term

Until $174,455
December

1997




10 SUBSIDIARIES

The Company’s principal subsidiaries and other subsidiary underakings are described in
paragraph 34 of the Accountants’ Report.

11 LITIGATION

Save as disclosed in Part § under “Litigation”, no member of the Group is involved in any 1~
or asbitration proceedings which may have, or have had, during the 12 months preceding the
date of this document a significant effect on the Group's {inancial position and, so far as the
Directors are aware, no such proceedings are pending or threatened against any member of the
Group,

ZENECA
12 UK TAXATION

The following summary is based upon the current law aad Inland Revenue practice in the UK
and assumes that the relevant provisions of the Finance Bill currently before the UK Parliament
will be enacted as proposed.

The comments are of a general nature, are nota full description of all selevane tax considerations
and may not be applicable to certain categories of investor, Prospective shareholders in the
Compuny who are in any doubt as to their tax position or who are resident for tax purposes
outside the UK should consult their professtonal advisers concerning their liabilities to tax in
respect of o relating to the acquisition, holding or disposal of ZENECA Ordinary shares.

Dividends

There is no UK withholding tax on dividends but when the Company pays a dividend, it has
to account to the Inland Revenue for advance corporation tax {“ACT"). The ACT rate is
9/31sts of the net dividend for dividends paid after Sth April, 1993 and will be one quarter of
the net dividend for dividends paid aftcr Sth April, 1994,

Zengca Sharcholders who are resident for tax purposes in the UK and who receive a dividend
from the Company will normally be entitled to a rax credic of an ameunt equal to vne quarter
of the net dividend.

A UK resident individual will be liable to income tax upon the total of the dividend received
and the tax credit, Unless the individual is subject to the higher rate of iacomis tax, the tax
credit will fully discharge his liability to income tax thereon, If the tax credit exceeds his overall
liability to income tax (taking into account his other income and any other tax credits and
allowances) lic will be able to claim payment of the excess from the Inland Revenue. ZENgCA
Sharcholders who are liable to tax at the higher rate {currenly 40 per cent.} will have a further
liability -0 income tax of 20 per cent. in respect of the aggregace of the dividend and che tax
credit received.

For a UK resident corporate sharchalder, any dixidend received and the refated tax credit will
normally be franked investment incame, Where the dividend is paid before 6th April, 1994
and is used by the sharcholder for the purposes of setring off franked investment income against
franked payments the value of the relared rax credit will, for that purpose, be an amount equal
to 9/31 sts of the net dividend,
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Shareholders who are charities suay be 2ble to beacfit from proposed transitiondt sulesavhich
will enable them o obuin addirional payments from the Inland Revenue an respect of the
associared tax credit on dividends paid 1o them before 6¢h April, 194,

Special provisions wil! apply to individuals who are nor sesidint in ehe UK but swho are
Commeonwealth citizens, citizens of the Repuhlic of Ireland, residents of the Msle of Maner the
Channel Islands or who fail within certain uther classes, which entitle them to a tax credit
which may be set off agaic-t their total UK income tax lability, or claimed in cash, to the same
extent as if they were residint in the UK. Otherwise, the right of 2 sharcholder who is not
zesident for tax purpuses in the UK to claim any part of the tax credit will generatly depend
upon the existence and terms of any double tax treaty between the UK and the jurisdiction in
which that person is resident, Persons who are not resident in the UK should consult their own
tax advisers concerning their tax liabilities (in the UR and uny othe jusisdiction) on dividends
received, whether they are entitled to clain any part of the tax credit and, if so, the procedure
for doing so, and whether any double raxation reliefis due in any jurisdiction in which they
are subject to tax,

UK inheritance tax

ZeNEcA Ordinary shages arc assets situated in the UK for the purposes of UK, inkeritance tax.
A gift of such assets or the death of a holdex of such assets may (subject to certain exemptions
and reliefs) give rise to a liability to UK inheritance tax, even if the holder is neither lomsiciled
in the UK, nor deemed to be domiciled there under special rules relating to long residence or
previous domicile in the UK. For these purposes, a transfer of asser. at less than full market
value may be treated as a gife, Special rules apply to trusts which own assets situated in the UK
and to pifts where the donor retains an intezest or reserves a benefit.

Stamp duty

The transfer on sale of ZENECA Ordinary shares will be subject to ad valorem stamp duty or (if
an unconditional agreement to transfer such shares is not completed by a duly stamped cvansfer
within two months) stamp duty reserve tax, geaerally in each case at the rate of 50p for every
A£,100 or part of £100 of the consideration paid.

13 USPROSPECTUS

The prospectus issued in the US contains the following paragraphs:

“ZENECA's businesses operate in competitive markets and, in most cases, its products are subject
to stringent regulation. Regulatory pressures and price constraints have been increasing in
Pharmaccuticals’ major markets. In the US, the Clinton administration’s hezlth carc reform
plans couid include further efforts to restrice price increases. Agrochemicals has been affected
by uncertainty over reform of the Buropean Community’s Common Agricultural Policy, and
its business and that of Specialties have been affected by recessionary economic conditions.
Complex and costly registration and reregistration procedures apply in all of Agrochemicals’
major markets. The availability of patent protection and the timing of patent expiry also
can be important factors in certain of Zngcy’s businesses, and may lead, in vhe cae of
Pharmaceuticals, to increased competition from genctic manufacturers of prescripiion
medicines.

The industrics in which ZENEcA operates are under increasing pressure to reduce sheir
environmental impact and ZENECA’s environniental protection expenditure will continue to
be substantial, ZENECA's results can also be significantly affzcted by movements in exchange
rates, particularly movements in the pound sterling against the US dollar,”

The matters referred to in these paragraphs are dealt with in Parts 3, 5 and 6 of this document,
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14 MISCELLANEQUS

(3}  The tow! expenses incurred by Zengca in coanection with che Zeveca Rights Jssue,
are essimared o amount to approximately £40 million {excuding UK value added 1ax),

{b)  Save as disclosed herein there has been no significant change in the financial or trading
position of the Group since 315t December, 1992.

{¢) The financial information contained in these Listing Particulars docs not comprise
statutory accounts within the meaning of Section 248 of the Comgpanies Act 1985,
Statutory accounts for the Company in respect of the year ended 315t December, 1992,
audited by KPMG, have been delivered to the Registrar of Companics in England and
Wales, There has been an unqualified audit report in respect of such statucory accounts
and the report did not contain a statement of the kind referred to in Section 2372} or

3) of the Companies Act 1985,
® ’ ZENECA

(d)  EBach of KPMG Peat Marwick, R, Watson & Sons, LM.S, International, {n¢. and Wood
Mackenzie Consultants Lrd has given and has not withdrawn its writcen consent to the
issue of this document with the inclusion therein of its respective repart and Jor reference
to it in the form and context in which such repore or reference respectively appears,

{e}  The addresses of the advisers listed on page 4 are ay follows: 5.6, Warburg & Co. Ltd,,
2 Finsbury Avenu, London, EC2; Goldman Sachs luternational Limited, Peterborough
Court, 133 Fleet Stecet, London, EC4; de Zocte & Bevan Limited, Bbbgate House,
2 Swan Lane, London, BC4; KPMG Peat Marwick, 1 Puddle Dock, Blackfriats, London,
EC4; Linklaters 8 Paines, Bareington House, 59-67 Gresham Street, London, EC2;
Slaughter and May, 35 Basinghall Strect, London, ECZ2; Davis Polk & Wardwell,
1 Frederick's Place, London, ECZ; Sullivan & Cromwell, St. Olave’s House, 9a
Ironmonger Lane, London, EC2; Citibank N.A., Cottons Centre, Hay's Lane, London,
SE1; and Midland Bank ple, 27-32 Poultry Street, London, EC2.

{§)  The underwriters of the ZBNEca Rights Issue are Warburgs, Barclays de Zuer W% :dd
and Goldman Sachs, each of which is 4 member of The Secutities and Butures Authority
Limited.

(g}  The premium ou each ZEngcA Rights share ont issuc at the subseription price under the
Zznrca Rights Issue is 575p over the nominal value of 25p.

{h}  The receiving bank for the ZEnEcA Rights Issue is Lloyds Bank Plc Registrar's
Deparement, The Causeway, Worthing, West Sussex BN99 6DA.

(fy  The Zrneca Rights shares have not been sold, nor arc they available, in whole or in
part, to the public in conjunceion with the application for listing, except under the terms
of the ZewecA Rights [ssue,

i)  Itisintended that Morgan Guaranty Trust Company of New York will subseribe for
the ZENECA Rights shares to which it is entitled under the terms of the ZENECA Rights
Issue, to the extent that it receives subscriptions from holders of ADRs for new ADSs,
and that Morgan Guaranty Trust Company of New York will issue ADRs in respect of
Zengca Rights shares so taken up,

AN US persons qualified to take up rights under the Zeneca Rights Issue who have not
otherwise received a copy of the US prospectus relaching to the Zrnrca Rights Issue
should request one from the Registrar, PO Box 25(, Wexham Road, Sleugh SL2 5DP
{tclephone 011 44 753 877088).
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Certain fisms expeeted to be cepistered with the London Stock Exchange as
masket-imakers in ZENECA Demerger shares and ZENECA Rights shares are conneoted
with the Underwriters and cemain of the merbers of the Syndicates contemplated by
the International Marketing Apreement. These marker-makers will, from the
commencement of dealings in the ZENECA shares and the Zengca Rights shares, carry
out their market-making activities in those securities on the London Stock Exchange
but, as a consequence of the application of the provisions of Rule 10b-6 of the US
Securities Exchange Act of 1934 and exemptive relief therefrom, during the period
ending on completion of the US distribution (expected to be the day following the last
date for acceptances under the ZEneca Rights Issuc), they will be subject to certain
restrictions and obligations, including not engaging in transacrions for the purpose
of creating actual or apparent active trading of those securities and, under certain
circumstances during the five dealing days ending on the last date for acceptranccs,
moving to passive market-making in those securities, i.c. following the independent
price and size quotations for those securities on the London Stock Exchange.

ZENECA Ordinary shares are not “wider range” investments for the purposes of the
Trustee Invescment Act 1961,

15 DOCUMENTS AVAILABLEFORINSPECTION

Copies of the following documents may be inspected at the offices of Linklaters & Paines,
Barrington House, 59-67 Gresham Strect, London EC2V 7JA and at the registered office of the
Company, Imperial Chemical House, 9 Millbank, London SW 1P 3JF during usual business hours
on any weekday (Saturdays excepted) until 1st June, 1993:-

(@)
(b)

(8)
(b)

the Memorandum and Articles of Association of the Company;

the Accountants’ Report set out in Part 8 and the statement of adjustments thereon;
the letter from KPMG Peat Marwick set out in paragraph 4 of Part 9;

the rules of the employee share schemes referred to in paragraph 3 of this Part 11;
the Dircctors’ service contracts referred to in paragraph 6(d) of this Part 11;

the material contracts and a draft, subject to modification, of the International Marketing
Agreement, referred to in paragraph 7 of this Part 11;

the letters of consent referred to in paragraph 14(d) of this Part 113 and

these Listing Particulars.

Dated 12th May, 1993 /
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_Part12

ZENECA'S PRINCIPAL PRODUCTS

PHARMACEUTICALS
Principal producs Generic name Type nf product
Cardiovascular
Zestril lisinopri} ACEinhibitor
Zestaretic lisinogpeil ACE inbibitar/diurecic
[hydrachlorethiazide
Tenormin atenolol Beta-blocker
‘Tenoretic atenolol/ Combination
chlorthalidone beta-blacker/diurctic
Nif-Ten atenolol/ Combination beta-
nifedipine blocker/ealcium
antagonist
Inderal propranolol Beta-blocker
Anti cancer
Zoladex goserelin Cytostatic hormone, LHRH
analogue
Nolvadex tamoxifen citrate Cytostatic hormeone,
anti-ocstrogen
Anaesthetics
Diprivan propofol Intraveneous anaesthetic
Anti-infectives
Hibirane chlorhexidine Antiseptic
Apatef cefotetan Antibiotic

Main area of use

——

Hypertension, congestive
heart failure

Hypertension

Hypertension, ischacs sic
heare discase, angina,
abnarmal Leart thythms

ZENECA

Hypertension

Hypertension, ischacmic
heart disease

Hypettension, ischaemic
heart disease

Prostate cancer,
pre-menopausa) breast
cancer, benign
gynaccological disorders

Breast cancer

Induction and maintenance
of anaesthesia, sedation of
intensive care padients

Hospital skin antiseptic

Bacterfal infaceion

Not all of the above products have been approved, not will appravals necessarily be sought or obtained, for the
main arcas of use in all countries in which ZENECA oparates.

Principal products

Herbicides
Gramoxene

Fusilade
Reglone
Eradicane/Eptam
Ordram

Grasp/ Achieve

AGROCHEMICALS

Type of product

Non-selective contact
herbicide

Post-cmergence grass
hecbicide

Crop dessicant

Pre-plant incorporated
herbicide

Post-cmergence grass
lerbicide

Post-emergence wild oat
herbicide
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Main area of use

——

Phntations, cereals, fruit
crops

Cotton, soyabeans, sugar
beet, oil seed rape

Dotatoes, sunflower, oil sced
tape

Maize, potatoes, sunflowers,
beans

Rice

Cereal crops




ZENECA

insecticides
Karate

Pirimor

Ambush/Cymbush

Dyfonate

Force

Fungicides
Impact

Anvil/Planete

Business

Colours

Biocides

Fine chemicals
Effects

Stah!

Resins

Specialty inks

Foliar pysrchroid
Pyrimidine aphicide

Foliar pyrethroid

Organophosphate soil
insecticide

Soil-applicd pyrethroid
Triazole foliar spray

Triazole foliar spray

SPECIALTIES

Product

Dyesand pigments

Antimicrobial chemicals
Otganic chemicals
Organic chemicals

Leather dyes and finishes

High performance and
water-borne resins

Inks
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All majez.crops

Cereals, sugerbeet, POtALOES,
powe Fosic

All majorerops
Maize

Maire, sugar heet

Cercal crops
Fruit, cereals

Main area of use

Textile and paper industrics,
paint and plastics industries
and reprographic products
Paints, disinfectants and
swimming pool sanirisation
Pharmaccutical and
agricultural chemicals

Mineral extractions, polymer
additives and
pharmaceuticals

Leather and shoe indoseries

Coatings, adhesives and inks
industries

Flexible packaging




Part 13

GLOSSARY OF TECHNICAL TERMS

The following terms appear in the text and ate explained below:-

ACE inhibitor

antibiotic
antagonist
anti-infective

arotmatase

atenolol
azole
beta-blocker

carbapenem
cardiovascular
cytostatic hormone
cytotoxic

depot formulation

DHP
endometriosis

cthical

generic

hypertension

immunomodulator
immunotoxin
indication
inhibitor

ischaetnia

leukotriene

PHARMACEUTICALS

Blocks che action of an enzyme ix; she bio-chemical pathway
associated with rises in blood pressure and resistance to blood
flow through vessels

An agent that leads to the cradication of bacterical infections
An agent that blocks or inhibits a biochemical pathway
An agent that leads to the eradication of any infection

An enzyme required in the formation of oestrogen outside
the ovary

The active ingredient of Tenormin
A class of antifungal agents

A medicine chat blocks the activity of part of the drive to the
heart leading to reduced pumping pressure and output

A class of antibiotic

Pettaining to the heart and blood vessels

A compound that stops cell growth or division

An agent that kills cells

A formulation that releases a medicine over a prolonged
period

Dehydropeptidase, a kidney enzyme

A benign gynaccological disorder

For the purposes of this document, describes medicines that
can be obtained only on prescription from a physician

Describes a product marketed primarily by refecence to its
non-proprietary name rather than 2 brand name and having
the same active ingredients and of similar composition to 3
branded medicine, the patent on which has generally expired
High bleod pressure

An agent that modifies the human body's defensive response
to disease or foreign material

A cytotoxic that is targeted by means of the body's defence
system

The discase or condition forwhich a pharmaceutical hasbeen
shown to be effective and for which it may be preseribed or
promoted

An agent that blocks or inhibits the action of another agent
Inadequate blood supply to an organ of the body

A group of naturally occurring substances that promote
inflamation in the body
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LHRH analogue

mycoses
neutrophil elastase
propranolol

sino-atrial node meodulacor
tamoxifen

thymidylate synthase

active ingredient
agricultural chemicals
broad spectrum

contact herbicide

fungicide
herbicide

insecticide

non-selective herbicide
pesticides
post-cmergence herbicide
pre-emergence herbicide
pyrethroids

safener

selective herbicide

active substance

algistat
biocide
biodepradeable

chiral intermediate

custom synthesis

A synthetic yversion of the naturally occurring substance dhat
controls, indirectly, the outpuc of sex steroids in males and
females

Distases caused by fungi

An enzyme that breaks down coanective tissue

The active ingredient of Inderal

An agent that sclectively slows the heart rate

Tamoxifen citrate, the active ingredient in Nolvadex

An enzyme involved in cell metabolism

AGROCHEMICALS

A material that without further chiemical change can induce
a biological effect

Pesticides and plant-growth regulators, but cxcluding
fertilisers

An agricultural chemical that treats a broad range of weeds,
pests or discases

A herbicide that affects plants with which it comes into faliar
contact

A chemical that controls plant discases

Achemieal that can control, or suppress the growth of, weeds
and other plants

A chemical that controls insects and related pests

A herbicide thae kills or suppresses all plants

Collectively  herbicides, insecticides, fungicides and
rodenticides

Application of a herbicide after the crop has emerged from
the soil

Application of a herbicide where a crop is present but has not
yet emerged frorn the soil

A chemical class of insecticides that control a wide range of
pests

A chemical that reduces erop damage wiiich may be caused
by a herbicide

A herbicide that controls or suppresses some plant species
without injury to host crops

SPECIALTIES

A material that without further chemical change can induce
a biological or physiological effect

A substance that controls or eliminates algae

A subrtance that controls or eliminates microbes

Capable of being broken down by microbes and/or natural
environmental factors, normally to simple end products suclh
as carbon dioxide and water

An intermediate used, for example, in chemical synthesis,
that, due to its very specific structural geometry (chirality is
the property of left or right “handedness” in the geometry
of a substance} can react to give equally specific products

A chemical synthesis to produce an agreed specified
componnd for a particular customer

136




fermentation
fine chemical
fluoroaromarics
hydromzuallurgy

microbes
mycoprotein

non-halogen
organic chemistry
organophosphate
transformation

wetfast (dyes)

A process whereby chemical changes are made to organic
chemicals by the use of living organisms

A high value chemical made to a specification for use as an
intermediate or active substance

Organic chemicals which contain fleorine atoms and a
certain (“aromatic”) type of ring structure

Extraction of metals or their salts from crude or partly
concentrated ores by means of aqueous chemical solutions
Bacteria, fungi, algac, ctc.

A vegetable protein which comes from a carefully selected
natural variety of the mushroom family of plants

Nor bised on chlorine or bromine release chemicals

Chemistry associated with the carbon atom. This chemistry
often plays a key role in living systems, hence the description
“organic”

An organic compound containing one or more phosphate
groupings, typically used in the agrochemical industey

The changing of a substance into another one by chemical
or biological means

Dyestuffs which do not run or wash out in the presence of
water
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ZENECA

Definitions

DEFINITIONS

The following definitions apply in this document unless the context requires otherwise:

Accountants’ Report
ADR

ADS
ADS Rights
Agrochemicals

Barclays de Zocte Wedd
Company

CTL

Demerger

Demerger Record Date

Development Businesses

Directors or Board
Extraordinary General Meeting

FCMO

FDA

Goldman Sachs
ICI

ICI ADS

I1CI Group

ICI Ordinary shares

ICI Sharcholder
London Stock Exchange

NYSE
Pharmacecuticals

Pound Sterling, £, penceorp
R&D
Resolution

Seeds

The report of KPMG Peat Marwick contained in Part 8
American Depositary Receipt evidencing title to one or
more ADSs

American Depositary Share representing three underlying
ZeNEecA Ordinaty shires

Warrants representing ADSs offered  pursvant to the
ZenECA Righes [ssue

The businesses of ZENECA engaged in the manufacture and
marketing of agricultural chemicals

Barclays de Zoete Wedd Securitics Limited

Zeneca Group PLC

Central Toxicology Laboratory

The demerger of ZENECA from ICI, as described in this
decument, pursuant to the Demerger Agreement

7.30 a.m. on 1st June, 1993, being the time and date for
participation in the Demerger

The businesses of ZENECA engaged in the production and
marketing of seeds and biological products and related
technologies

The Directors of the Company

The extraordinary general meeting of 1CI, to be convened
on 28th May, 1993

ZrNEcA’s Fine Chemicals Manufacturing Organisation,
including its North American Manufacturing Organisation

The US Food and Drug Administration
Goldman Sachs International Limited
Imperial Chemical Industrics PLC

American Depositary Share representing four underlying
ICI Ordinary slhares

ICI and its subsidiaries from time to time
Fully paid ordinary shares of £1 cach in ICI
A holder of ICI Ordinary shares

The International Stock Exchange of the United Kingdom
and ¢he Republic of Ireland Limited

New York Stock Exchange, Inc.

The businesses of ZENECA engaged in the manufacture and
marketing of cthical pharmaceuticals

Refers to UK currency

Rescarch and development, including technical service
The resolution to be consideted by ICI Shareholders at the
Extraordinary General Meeting, concerning the Demerger
and certain related matters

The businesses of ZENECA engaged in the production and
marketing of sced products and related technologies
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Spronlries ‘The businesses of ZENECA engaged inthe manuf..zure and
marketing of colours, biocides, fine chemicals and effects,
coatings and biological producs

Underwriters Warburgs, Barclays de Zocte Wedd and Goldman Sachs
US dnllar, USS or § Refers to US currency
US Holder 3 beneficial owner of ICI Ordinary shares, Zeneca

Ordinary shares, ADSs or ICI ADSs (asthe context requires)
who is a citizen or resident of the US

Warburgs $.G. Warburg & Co. Ltd,

ZeNEcA Demerger shares Qrdinary shares of 25p each in the Company to be issued,
credited as fully paid, pursuant to the Demerger, together
with the eight ordinary shares of 25p cachin the Company
allotted to the subscribers upon its formation

ZeNeca or Group (a) in relation to the period prior to the Demerger

becoming effective, the pharmaccuticals, agricultural
chemicals, seeds and specialey chemical businesses and
companies transferred by the ICI Group to Zeneca
Limited and its subsidiaries pursuant, inter alia, to the
Hive-down Agreements described in paragraphs 7(a)
and (b) of Part 11; and

{b) in relation to the period after the Demerger becoming
cffective, the Company and its subsidiaries

ZENECA Ordinary shares Ordinary shares of 25p each in the Company, including the
ZeNeca Demerger shares and/or ZENECA Rights shares, as
appropriate

ZENEca PAL A provisional allotment letter issued pursuant to the
Zengca Rights Issue

ZENECA Rights Issue The proposed rights issue of the Company, described in
Part 10

ZENECA Rights Issue Record Such time as immediately follows the Demerger becoming

Date effective

ZENECA Rights shares Ordinary shares of 25p each in the Company to be issued
pursuant to the Zeneca Rights Issue

ZENECA Sharcholder A holder of ZrngcA Ordinary shares

Statistical data

Except where otherwise indicated, figures included in these Listing Particulars relating to
Pharmaceuticals® market size and market share are obtained from syndicated industry sources,
primarily LM.S. International, Inc. (“IMS”), a market rescarch firm internationally recognised
by the pharmaceutical industry, The 1992 market size and market share figures included in
these Listing Particulars are based primarily on data obtained from an online IMS database.

IMS data may differ from that compiled by ZeNBCA with respect to its own products. Of
patticular significance in this regard are the following (1) Zenrca publishes its financial results
on 2 financial year and a half-year interim basis, whereas IMS issucs its data ona monthly and
quarterly basis; (2) the onlinc IMS database is updated quarterly and uses the average exchange
rates for the relevant quarter; (3) IMS data from the United States are not adjusted for Medicaid
and similar state rebates; and (4) IMS sales data are compiled using actual wholesaler data from
statistically representative panels of retail and hospital pharmacics, which data are then projecied
by IMS to give figures for national matkets,

Except where otherwise indicated, figures included in this document relating to agricultural
chemical product market sizes and market shares are obtained from syndicated industry sources,
primarily Wood MacKenzic Consultants Ltd., a market research firm internationally recopnised
by the agricultural chemical indusery,

ZENECA




International Marketing Arrangements

Global Co-ordinator
S.G.Warburg Securities

International Marketing Co-ordinators
S.G.Warburg Securities Goldman Sachs International Limited

Barclays de Zoete Wedd Securities Limited

US Syndicate Rest-of-World Syndicate
Goldman, Sachs & Co. S.G. Warburg Sccurities
Barclays de Zoete Wedd Incorporated  Barclays de Zoete Wedd Limited
S.G. Warburg Securitics Goldman Sachs International Limited
Donaldson, Lufkin & Jenrette ABN AMROQ Bank N.V.

Securities Corporation BNP Capital Markets Limited
Merrill Lynch & Co. Deutsche Bank, Aktiengescllschatt
J.P. Morgan Securities Inc. Morgan Stanley [nternational
NatWest Securitics Corporation Nikko Europe Plc
PaineWebber Incorporated Swiss Bank Corporation

Smith Barney, Harris Upham & Co.
Incorporated




