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Patheon UK Limited

Registered No 3764421
STRATEGIC REPORT

STRATEGIC REPORT

The directors present their Suategic reportt for the year ended 31 Qctober 2013
PRINCIPAL ACTIVITY, REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS

The principal activity of the company is one of providing commercial manufacturing and developmem
services for prescription and over-the-counter drugs to the international pharmaceutical and brotechnology
industry

REVIEW OF THE BUSINESS

Patheon announced 1n April 2012 that t would be phasing cut current operations within the Non-Cephs
and Product Development Services (PDS) Swindon division aver a peniod of the next two to three years
Commercial Manufacturing Services (CMS) operation will continue. in the Non-Cephs area to support
client contracts through to 2018 Durning |H of FY2014 Pathcon UK Ltd has entered mto a long term
contract.to. make EXPAREL® from the facility, mvolvmg s:gmﬁcnnt client investment at the facility The
site’s future strategy will be focused on technologtes requiring dedicated Suités and incieased partnel g
with chients on mche technologies

The PDS facthty in Milton Park will continue to operate post the phase down activity, providing PDS
together with Phase I/IT capability This phase down activity will however be offset by increased
European activity quoted and contracted through the UK entity and subcontracted within the company’s
European network

The Company during the year has continued to implement a lean manufacturing program This program
involves the deptification of various Operational Efficiency (OE) programs These programs are then
rolled out through the company structures mnto “MinT"s” and procurement activities  These activities are
cgrpora'tf_sly sponsored and reported monthly as part of the site’s global reportng

The company’s key financial and other pecformance indicators during the year weie as follows

2013 2012 Change

£000 £°000 v
Turnover 82,365 69.479 +18%
Total operating loss (1.051) (1,005) +5%
Shareholders’ deficit {11,224) (4,794) +1 4%
Current assets as % of current liathhties 138% 122% +16%
Avernge number of employees 486 537 9%

Turnover ticreased by 18% during the year ‘The Eurgpean headquarter operations contributed an
additional £15, 382,000 compared 1o the prior year CMS revenue increased margnatly by £13,000, while
PDS revenue in Swindon decreased by £3, 349,000 as the planned “Phase Down™ took effect whilst the
PDS revenue 1n Milton Park mcreased by £839,000




Patheon UK Limited

Registered No 3764421
STRATEGIC REPORT (continued)

PRINCIPAL ACTIVITY, REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS
{continued)

Operating loss increased by £46,000 during the year to an overall loss of £1,051,000 Matezial costs
mcreased by £1 1,446,000 in hine with the increased revenue Siaff cosis increased by £2,394,000,
depreciation decreased by £1,712,000 and other operating charges increased by £804,000

Loss for the financial year decreased by £33,301,000 with exceptional non-gperating items of £38,151,000
relanng to asset umpairments, write back of-negative goodwill and restructuring costs in 2012 compared to
£633,000 for restructuring costs 1n 2013 The tax charge also increased by £2,944,000 refative o the prior
year

Shareholders' deficit has increased by '134% as a result of increased intercompany borrowings

The company’s current asset (o hab:luy ratio has increased by 16% in comparison to prios year with total
assefs less Girrent-habiities, increasing by £3;362,000; largely as result of the increased Buropean
headquarter operations  Current habilities have decreased by £944,000 with amounts owed to group
undertakings decreasing by £2,062,000 and deferred incomé increasing by £1,420,000

The total number of employees during the;year decreased by 9%

FUTURE DEVELOPMENTS

CMS revenue will ncrease slightly vs FY'I3 driven by client stock build achivity through FY 13 together
with a number of <lient product launches The underlying production revenue is expected to increase year
on year by approx 9% due to planned client repatriation progiams, The revenue 15 expected to be stable
through to the end of financial year 2014  During the FY 14 and FY 15 year the site'will be supporting-its
clients to launch a number of new commercial products this equating to approx £6 4m in FY!4 Patheon
UK Ltd will continue to assist client programs through the ‘Phase Down® pertod

The transformation plans were achieved thiough FY 13 on'3" Party spends  Key for the site through FY 14
and supported through Corporate KPI's are ‘Right First Time’ and ‘On Time Delivery’ This will be
supported on site with ‘Lean Prmcnp]es and rolled gut Qver various areas through Mum T programs

The PDS division 15 spht into two fachinies at Swindon and Milton Park  The Swinden tacility will e
phasing out PDS operations through FY 14 1n line with the current site strategy  The site forecast thraugh
thes period will see revenue decline as services are completed or transterred within the Patheon network
Revenue 1s expected to dechine 1n the Swindon facthity by approx 38% i FY |4  Patheon UK Ltd will
contmnue to assist chent programs through the ‘Phase Down’ period

The PDS divisson at the Malton.Park facility.will conhnue to operate and offer PDS together with Phase

V1l copabilifies  Général investment 1n thefacility wll aupporrthc growth in revenue and Suté capabilities

Subcontracting work within the EU Patheon network 15 expected to grow through FY 14 Growth within
the CMS division 15 expected to be 47% year on year, driven by new CMS contracts and increased
Technical Transfer activity Chawth within the PDS division 1s expected to be 47% year on year, dirven
by new business capabiliuies within the facilities and increased sales generated through Patheon UK Litd

The company has a clemly stated policy for caiing and protecting the environment, with regular audits and
continuous momitaring of its activities to ensure best practices are employed for effective environmental
protecton In additton to any site policies the company 1s also driven by corporate policies to
continuously improve s waste generation and management  Patheon, as a whole, takes very seripusly its
responsibilities with regards being a good corporate ciizen and nesghbour




Patheon UK Limited

Regstered No. 3764421
STRATEGIC REPORT (continued)

PRINCIPAL RISKS AND UNCERTAINTIES

The principal risks and uncertainties facing the company are broadly grouped as competitive, legislative,
foresgn exchange rates, going concern, R&D, economic and other financiat risks,

» Competitive risks:

Client strategies and market trends - As a contract manufacturer and provider of outsourced services to the
global pharmaceutical market, Patheon 1s dependent on our chients’ outsourcing strategies an global
industry trends Any changes n our clients’ strategies or changes n global nends regarding outsourcing
may have an impact o our activities These nisks are mimmused by the group through development of
strategrc partnershups with key clients and acquiring niche capabilines

Competition - within the current competitive global market, we are encountering competition from
exisung or new entrants in the market ‘The risk of rot  remaming competiuve is mmumsed (but not
elimnated) through our strategic focus on competmve advantage through capabxlmes serviceand
efficrency "

* Legustanve/regulatory risks

Currently the company 15 regulated by vanous national regulatory bodies, with the main ones being
Medical Healtheare Regulatory Agency (MHRA) 1n UK and Food and Drug Adminstratign (FDA) i the
USA Regulatory changes may rasse risks as to Patheon's abilities to service these markets, cither
impdcting the company's capabilities or impacting indirectly through changes to the client’s product
requirements Patheon are upgrading capabilibies and systems conlinuously to ensure we meetal! current
4nd reasonably foreseen regulatory changes

s Foreign currency exposire

Due to the global nature of the revenues, the company 15 exposed to financial foreign exchange risk,
mainly for ts USD and Euro denorminated revenues There are no currency hedges or other financial
instruments in place at & company level to protect against exchange rates vanations  Such risks are
managed by the group's treasury function at a corporate level

» Gotng concern

The company has considered financial resources together with fong teimn contracts with a number of
customers and suppliers across different geographic areas As a consequence the directors believe the
company 1s well placed to manage its busimess risks successfully despite the current economic outlook

After making enquirtes and reviewing the long range projected results for contracts the directors have a
reasonabie expettation that the company have adequatafe;ow ces for the furesegable futyre Accordingly,
they continue to adopt the going concern basis 1n preparing the annual report and accounts,

A parental support letter 15 also n place covering a peniod of 12 months from the date of sigming the
statutory accounts ‘This letter covers the proviston of financial support by DPx Holdings BV to meel
lhabilines as they fall due, but only to the extent that money 15 not otherwise evailable

* Research and development

The company undertakes R&D actvities on behalf of its clients as part of the range of services offered
through its PDS Business Unit These do not include any amimal testing activities The services ate on a
‘fee for scrvice’ basis and billed on completion of agreed milestones  The company does not eater 1nto
nisk sharing deals with the chents based on the success of chent products, therefore the risks are
mmimised to collection of fees only,
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Registered No 3764421
STRATEGIC REPORT (continued)

PRINCIPAL RISKS AND UNCERTAINTIES (CONTINUED)

* Econonuic risks

Through the normal course of its activities, the company has exposure to econonuic risks specifically
interest rates  The company’s borrowings are mainly with its parent company where it pays a vanable
interest rate

» Other financial risks

Product and services price nsks are hmited through structured cantracts which are based on firm pricing,
usually with mechamisms for annual price increases relaung to component and/or index-linked increases
The majority of revenues are through long term contracts with large pharmaceutical companies that have a
high quality credit score Eor smaller clhients, usually using the PDS services, Patheon may charge a
secunity deposit or project iitiation fee and structures the contracts for Bulling on trequent mikestones,
theretore minimising our exposure for collecting debt

The cash fiow and hgqundity s currently dependent on support fiom the paient company via mtercompany
toans

On behalf of the Board

nes
Durector
Date 7™ July 2014
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DIRECTORS’ REPORT

DIRECTORS’ REPORT

The duectors present thew Directors’ report and financial statements for the year ended 31 October 2013

RESULTS AND DIVIDENDS

The loss for the year, after taxation, 1s £3,697,000 (2012 loss £36,998,000) There was no preference
dividend paid during the year (2012 £Ni)

DIRECTORS’ QUALIFYING THIRD PARTY INDEMNITY PROVISIONS

The company has granted an indemnity to one or more ofis directors against hiabtlity in respect of
proceedings brought by third parties, subject to the conditions set out 1n the Compantes Act 2006 Such
qualifying third patty indemnity provision remains in force as at the date of approving the directors’
report

DISABLED EMPLOYEES

The company gives full consideration to applications for employment from disabled persons whete the
candidate’s parnicular apitudes and abilities are consistent with adeguately meeting the requirements of
the job  Opportumties are available to disabled employees for iraing, career development and
promotion

Where existing employees become disabled, it 1s the company’s policy to provide continuing employment
wheirever practicable in the same or an alternative position and to provide appropriate traiming tQ achieve
this aim

EMPLOYEE INVOLVEMENT

The company has adopted the policy of providing employees with information including a quarterly
newsletter and employee meetings are conducted through monthly sessions  In addition, regular focus
group sessions are conducied between management and employees to allow for a free flow of information
and wdeas as well as regular meetings of the Company Consultaiive Group (which 1s an
employee/employer information shartng forum) A discretionary bonus scheme tor all employees s tn
operation that 1s linked to the tinancial performance of the company

DIRECTORS
The directors who served during the year and to the date of this report were as fotlows

A Mancuso (resigned 10 July 2013)

HHones

M Lytton

J Mullen

A Magneth (appointed 4 October 2013, resigned 7 January 2014}

{]
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Registered No 3764421
MMRECTORS’ REPORT

DISCLOSURE OF INFORMATION TO THE AUDITORS

‘L he directors who were members of the board at the time ot approving the directors’ report are listed on
page 6 Having made enquires of fellow directors and of the company’s auditors, each of these directors
confirm that

o To the best of each director’s knowledge and behef, there 1s no information relevant to the
preparation of thetr repart of which the company’s auditors are not aware, and

. Each director has taken all the steps a director might reasonably be expected ¢ have taken to be
aware of relevant audit information and to establish that the company's auditors are aware of that
wformation

RE-APPOINTMENT OF AUDITORS

Under s487(2) of the Companies’ Act 2006, Emnst & Young LLP will be deemed to be re-appointed as
auditors, unless the members resolve not o re-appomt in avwordance with 3488 of the Companies’ Act
2006

On behalf of the Board

an Jones
Director
Date 7™ July 2014




Patheon UK Limited

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

The directors are responsible for preparing the Strategic Repart, the Duectors’ Report and the financial
statements in accordance with applicable law and regulations.

Company law requures the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (Unued Kingdom Accountng Standards and applicable law)
Under company law the directors must not appiove the financial statements unless they are satisfied that
they give a true and farr view of the state of affairs of the company and the profit or loss of the company
for that period.

[n preparing these financial statements, the directors are required to-

select suttable accounting policies and then apply them consistently -
make judgments and accounting esumates that are reasonable and prudent,

s state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial staterents,

e prepare the financial statements on the going concern basis unless it 1s Mappropriate to presume
that the company will continue in business

Ihe directors are responsibie for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any tme the financual
positon of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and other wrregularities




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PATHEON (UK) LIMITED

We have audited the financial statements of Patheon UK Limuted fou the year ended 31 October 2013
which compnise Profit and Loss Account, the Statement of Tow! Recogmused Gams and Losses, the
Balance Sheet and the related notes | to 26 The financial reporung framework that has been apphed n
their preparation 1s applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepled Accounung Practice),

This report 1s made solely Lo the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006 Our audit work has been undertaken so that we mught state to the company's
members those matters we are required to state to them m an auditor’s report and for no other purpose 1o
the fullest extent permitted by law, we do not accept or assume respgnsibility to anyone other than the
company and the company’s members as a body, for our audit work; for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditors

preparauon of the financial stifements and for being SatsFied that Lhey givera true and fan view Qur
responsibility 1s to audit and express an opinon on the financial statements in accordance with applicable
law and International Standards on Auditing (UK and Iretand) Those standards require us o comply with
the Auditing Practces Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit tnvolves obtaining evidence ,about the amounts and disclosures in the {inancial statements
sufficient to grve reasonzble assurance that the financial statements are free from material misstatement,
whether caused by fraud or error  This includes an assessment of whether the accounting policies are
appropriate to the company’s circumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements [n addition, we read all the financial and non-financtal information in the
Strategic Report and the Directors' Responsibilities Staternent to 1identily material inconsistencies with the
audited financial statements If we become aware of any apparent misstatements or mmeonsistencies we
consider the implications of our report

Opinion on financial statements
in our opinten the financial statements

s give a truc and fair view of the state of the company’s atfairs as at 31 October 2013 and of us
loss for the year then ended,

s have been properly prepared 1n accordance with United Kingdom Generally Accepted
Accounting Practice, and

¢ have bezen prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companles Act 2006

In our opwnion the information given tn the Strategic and Directors’ Report tor the financeal year for which
the financial statements are prepared 15 consistent with the financidl statements

4



INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PATHEON (UK) LIMITED

Matters on which we are required to report by exception

We have nothing to report wn respect of the following matters where the Companies Act 2006 requires us
to repott o you tf, 1n Qur opinion

* adequate accounting records have not been kept, or returns adequate for our audit have not been |
recerved from branches not visited by us, or

» the financial statements are not 1n agreesnent with the accounting records and returns, or

*  certain disclosures of directors' refnuneration specified by law are not made, or

» we have not recerved all the infermation and explanations we requere for our audt

Crnse ~ Ho@ e

Jane Barwell (Senior statutory auditor)
for and on behalf of Ernst & Young LLP (Statutory Auditor)
Bristol

Date I J&‘_—j ot 4

10




Patheon UK Limited

Registered No 3764421
BALANCE SHEET
as at 31 October 2013

TURNOVER cOontinuing operations
Raw matertals, consumables and change in work in progress

Staff costs
Depreciation and amortisation
Other operating charges

OPERATING LUSS continuing operations
Non-operating exceptional items

LOSS ON ORDINARY ACTIVITIES:

Before investment income, interest and taxation
Interest recervable and other income

Interest payable and similar charges

LOSS ON ORDINARY ACTYVITIES BEFORE TAXATION
Tax on loss on ordmary activities

LOSS FOR THE FINANCIAL YEAR

Notes

[2%]

9

Restared

2013 2012
£000 £000
82,365 69,479
(45.118)  (33,672)
(21,483)  (19,089)
(587) (2,299)
(16,228)  (15,424)
1,051 (1,005)
(633) (38,151}
(1684)  (39.156)
289 408
(1,697) (589)
(3.092)  (39,337)
(309) 2,903
(3.401) {36,434)

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

for the year ended 31 October 2013

LOSS FOR THE FINANCIAL YEAR
Actuarial (loss)/gain recognised  the pension scheme

Deferred tax movement i regpect.ot the pension scheme

TOTAL RECOGNISED GAINS AND LOSSES RELATING TO THE YEAR

Restated

£'000 £'000
(3,401) (36.434)
(2,733) 1,190
(296) (564)
{6.430) (35,808)




Patheon UK Limited

Registered No 3764421
BALANCE SHEET
as at 31 October 2013

FIXED ASSETS
[nvestments
[ntangble assets
Tangible assets

CURRENT ASSETS
Stocks

Deferred taxation
Debtors

Cash

CREDITORS amounts falling due within one year
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: amounts falling due after more than one year
Bank and other loans
Long term deferred revenue

NET LIARILITTES EXCLUDING PENSION LIABILITY
Pension hability

NET LIABILITIES

CAPI'TAL AND RESERVES
Called-up share capital
Other reserves

Profit and loss account

SHAREHOLDERS DEFICIT

Nates

o
1
12

13
14
14

16
()

22

19
20
20

2013 2002
£1000 £1000
5433 5771
5433 5,771
6,355 6,101
1624 1,868
19,897 17,577
5,537 S0l
33413 30,657
(24,1677 (25,111
9,246 5,546
14,679 11,317
(19.983) (11,294}
(1,611) (1,066)
(21.504) (12360}
(6.915) (1,043}
(4,309) (BI50
(11,224) (4,794)
2,100 2,100
26,520 26,520
(39.844)  (33,414)
(11,224) (4,794)

The financiat statements were approved by the directors and authorsed for 1ssue on 7% July 2014 and

signed on their behalf by

‘!"A

an Jones )
Durector

Date 7% July 2014
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Patheon UK Limited

Registered No 3764421
NOTES TO THE FINANCIAL STATEMENTS
as at 31 October 2013

ACCOUNTING POLICIES

Basis of preparation
The financial statements are prepared under the histortcal cost convent:ion and 1n accordance with applicable
accounting standards

The financal statements present information about the company as an individual undertaking and not about its
group The company has taken advantage of the exemption from preparing consolidated accounts by virtue of
section 401 of the Companues Act 2006, as durimg the year it was a wholty owned subsidiary of Patheon Inc ,
which prepares consolidated accounts which are publicly available.

Going Concern

The financial statcments have been preparcd on a going concern basis After making enguiries, the directors
have 2 reasenable expectatron that the company have adequate resources to continue 1n operational existence for
the foreseeable future The ultimate parent company has confirmed to the directors that adequate financaal
support will conunue to be made avastable to enable the company to meet its habilities as they fall due, but only
to the extent that money 1s not otherwise available to meet such habilities

Revenue recognition

Revenue 15 recognised when sesvices are completed in accordance with specific apreements with clients and
when ail costs connected with these services have been incurred, the price is fixed and determinable and
collectability 1s reasonably assured

For PDS, revenue 1s recogmsed on the achievement of specific milestones in accoidance with the relevant
service contracts Client deposits on PDS in progress are mcluded in accounts payable and accrued liabilities

For CMS, revenue 1s recogmsed when services are complete and the nisks and rewards of ownership of the
gouds have passed to the buyeg

Tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses  Such
cost includes costs directly attributable o making the usset capable of operating a5 intended

Depreciation
Depreciation 1s provided on all tangible fixed assets, other than freehold Jand, at rates calculated to write oft the
cost or valuation, less estimated residuat value, of each asset evenly over its expected usetul hife, as follows

Buildings - Freehold - 40 years
Buildings —~ Short leasehold - the lower of 20 yecars and the life of the icase
Computer hardware . 4 years
Computer software - 3 years
Plant and equipment - 15 yewrs
Laboratory equipment  ~ 3 years
Furmture and fittings - tQ years
Change parts - 5 years

The canying values of tangible fixed assets are reviewed for impairment 1f events or changes 1n circumstances
indwate that the carrying value may net be recoverable For buildings impawed in the year ended 31 October
2012, the remaining book value 15 being deprectated over the remaning estimated useful economic life of 6
years from that balance sheet date




Patheon UK Limited

Registered No 3764421

NOTES TO THE FINANCIAL STATEMENTS
as at 31 October 2013

ACCOUNTING POLICIES (continued)

Goodwill

Goodwall 15 the difference between the consideration paid for the acquired entity and the aggregated amount of
the fair value of that entity’s dentifiable assets and liabilities Negative goodwill up to the fan values of the
non-menetary assets acquired 1s recogmsed in the profit and loss account in the period v which the non-
monetary assels are recovered, whether through depreciation or sale

Stocks
Stocks are stated at the lower ot cost and net reahisable value after making due allowance for obsolete and slow
moving items

Cost includes all costs incurred i bringing each product to its present location and condition as follows

Raw matenals, consumables and - purchase coston a first 1n first out basts
goods tor re-sale

Work in progress and fimshed goods - cost of direct materials and labour plus atiributable ovérheads
based on a normal level of acnivity

Taxation
The tax charge / credit 1s calculated based on the resuits for the year

Deferred tax s recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that wall result in an obhigation to pay
more, or a night (o pay less or to receive more, tax, with the exception that deferred tax assets are recogmsed
only to the extent that the directors considen that it 1s more likely than not that there will be suitable taxable
profits from which the future reversal of the underlying timmg differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the periods in
which tmng differences reverse, based on tax rates and laws cnacted or substantively enacted at the balance
sheet date

Foreign currencies
Transactions 1n foreign currencies are recorded at the rate ruling at the date of the transaction

Monetary assets and ltabilities denonunated 1n foreign currencies are translated at the rate of exchange ruling at
the balance sheet date

All exchange differences arc taken to the profit and loss account

Operating and finance leases
Rentals payable under operating leases are charged to the protit and loss account on a straight-line basis over the
lease term,

Cash flow statement

The company hos adopted the exemption provistons under FRS | (Revised) and has not prepaied a cash flow
statement, as the company (s wholly owned subsidiary of Patheon Inc, within whose consohidated cash flow
statement the cash flows of the company are included




Patheon UK Limited

Registered No 3764421
NOTES TO THE FINANCIAL STATEMENTS
as at 31 October 2013

ACCOUNTING POLICIES (continued)

Pension costs

The Patheon UK Pension Plan scheme 15 a defined benefit scheme which was established by the company
following the acquisition by Patheon UK Lumited of the HMR Swindon facility A bulk transfer of assets from
the Hoechst Marion Roussel scheme to the Patheon UK Scheme to cover pension habilities associated with the
past service 1o the date of acquisition of members transferring to the new scheme occurred in the financial year
ended 31 October 2006 The assets of the scheme are held separatety from these of the company

Pension scheme Labilies are measured on an actuanial basis using a projected unit method and are discounted
to thewr present value using the current rate of return on a high quality corporate bond of equivalent term and
currency to the Liability  Pension scheme assets are valued at market value at the balance sheet date

The Pension scheme deficit 1s recognised an full on the balance sheet The deferred tux relating to the defined
benefic liability, to the extent recognised, 1s set oft against the defined benefit Liabiltty and not included within
ather deferred tax assets or habilites

Increases in the present value of scheme habilities expected to arise from employee service in the.period up unti
31 January 2012 are charged to operating profit/loss The expected return on scheme assets less the increase in
the present value of Liabilities ansing from the passage of time 1s included n interest receivable and other
mncome  Actuanal gains and losses are recogmsed in the statemeat of total recogmsed gains and losses The
scheme was closed to.future accrual with effect from 31 January 2012 and employees now participate 1 &
defined contribution scheme A curtarlment event tock place 1n 2012 and appropriate allowance was made
account for this event

Share based payments

Equity- settled tranisactions

Under FRS 20, the farr value of equity-settled share option transactions are deterrmined at the date of the grant
using an appropriate pricing model At each balance sheet date before vesting, the cumulative expense 1s
calculated The movement 1n cumulative expense since the previous balance sheet date 1s recognised i the
mcome statement, with a corresponding entry 1a equity

Cash-setiled rransactions

Under FRS 20, the fair vatue of cash-settled resincted share unit (RSU's) transactions are established mitially at
the grant date and at each balance sheet date thereafter until the awards are settled During the vesting period a
lability 1s recogniséd representing the product of the fair value of the award and the portion of the vesting
penud expired as at the balance sheet date From the end of the vesting peniod until settlement, the Lability
represents the full faw value of the award as at the balance sheet date Changes i the carrymg amount for the
liabihity are recogmised o profit or loss for the period

During the year 20,000 new share options m the company’s ultimate parent undertaking were granted to
company employees or duectors However as the number of unvested share options and RSU*s under FRS20 at
the halance sheet date are 53.530 and Nul respectively, the directors consider the related FRS 20 fair values to be
expensed over the vesting pertod are not-material and have therefore ¢xcluded fufther disclosures trom the
financial statements

Reasearch and Development

Research and development activities are carried out through clinical research phases |, 2 and 3 All research 1s
carried out on behalf of customers, and 1s expensed through the profit and loss account as incurred

Segmental Analysis

Patheon UK Limited operates @ competitive international markets and information en competuor activity 15 not
available In the opinion of the diectors, disclosure ot the information 1equued by the Compames Act 2006 and
SSAP 25 would be seriously prejudicial ro the interests of the company.




Patheon UK Limited

Registered No. 3764421

NOTES TO THE FINANCIAL STATEMENTS
as at 31 October 2013

TURNOVER
Turnover, which 15 stated net of value added tax, represents revenue recogmsed from the provision of services
which fall within the company’s continuing ordinary activities

The analysis by geographic market 1s as tollows

2013 2012
£'000 £°000
Unuted Kingdom 3.435 4,249
Europe 26,678 25,069
USA 25,010 28,930
Rest of World 27,242 1,211
82365 69479
OPERATING LOSS
This 15 stated after charging
2013 2012
4000 £000
Depreciation of ownced fixed assets 5K7 2,639
Amortisatwon of negauve goodwill . (340)
Depreciation and amortisation 587 2,299
Auditors’ remuneration - qudn ot the financial statements X0 52
- other services -
Operating léase rentals - land and bwldings 185 137
- plant and machnery 389 411
Research and development expenditure 5.612 6,331
DIRECTORS’ REMUNERATION

The directors did not receive any remuneration for thear services during the year to 31 Octobet 2013 None of
the directors were members of the pension scheme

Dircutors remungration has been borne by other gioup compames (Patheon Ine | Patheon ltalia SpA). These
duectors” services o the company do oot yccupy a ssgmificant amount of their ||me As wuch the directors do
not consider that they have received any remuneration for their incidental services 1o the company for the years
ended 31 October 2012 and 31 October 2013




Patheon UK Lumited

Registered No 3764421
NOTES TO THE FINANCIAL STATEMENTS

2012
£000

20,984
t,983
(3.878)

as at 31 October 2013
STAFF COSTS

2013
£°000
Wages and salartes 19,432
Sccial security costs 1.930
Other pensjon costs/(gains) 12t
21,483

9,089

Other pension costs 1n 2012 include a gain for curtaitment which took place in the year of £5,000,000 as a

result of the company closing the plan‘to future accrual with effect from 31 January 2012

The average monthly number of employees during the year was as follows*

2012
No

A30
27

Lh
L]
-

2013
No
Production and service 283
Adrunstration and other 203
486
EXCEPTIONAL ITEMS
2013
£'000
Fixed asset impairment
Negative goodwill written back -
Restiucturing costs 633
033

2012
£'000

45,034
(8,847)
1,964

38,151

The value of negative goodwill was fully written back to profit and loss in 2012 as a result of the assets to which

it relates being fully umpaired 1n the year (see Note 12)

INTEREST RECREIVABLE AND OTHER INCOME

2013

£000

Interest receivable on bank deposits 3

[nterest on pension scheme habihues 286
Gaun on foretgn exchange

2849

2012
£'000




Pathcon UK Limited

Registered No 3764421

NOTES TO THE FINANCIAL STATEMENTS
as at 31 October 2013

INTEREST PAYABLE AND SIMILAR CHARGES

[nterest payable to group undertakings
Bank loans and overdrafts
Loss on foreign exchange

TAX ON LOSS ON ORDINARY ACTIVITIES

Current tax-
UK corporation tax
Deferred tax

Factors affecting current tax

2013 2012
£000 £'000
592 247
630 342
475 i
1,697 589
Restaied

2013 2012
£:000 £000
300 (2.903)
309 (2,903)

The tax assessed on the lass on ordinary activities for the year 15 different from the standard rate of corporation

tax tn the UK of 23 42% (2012 24 83%) The differénces are reconciled below

Loss on ordinary activities before tax

Loss on ordinary activities multiphied by standard rate ot
corporation tax i UK of 23 42% (2012 24 83%)

Effect of

Disallowed expenses and non-taxable income

Caputal allowances in excess of depieciation

Qther uming differences

Unreheved tax lasses

Pension provision

Total UK corporation tax

2013
£000

(3.092)

(724)

an
474)
(83)
2,167
(809)

2012
£'000

(39,337)

(9.767)

1,501
7,898
88
1,987
(1,707
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Patheon UK Limited

Registered No 3764421

NOTES TO THE FINANCIAL STATEMENTS

as at 31 October 2013

TAX ON PROFIT ON ORDINARY ACTIVITIES (continued)

Deferred tax

Prior year adjustment
{Decelerated)/accelerated capulai allowances
Other trming differences

Rate change

Pension provision

Total deferred tax

Factors that may affect future tax charges

Deferred tax assets and liabilitzes are measured at the tax rates that are expected to apply 1n the period when the
asset 15 realised or the hability settled, based on tax rates that have been enacted or substantively enacted at the

statement of financtal positon date

The Finance Act 2013, which includes a reduction 1n the UK corporate tax rate to 20% from Apul 2015, has

Restated
2013 2012
£006 £000
{242)
(4,502)
- 8l
244 162
66 1,598
547 (2,903)

now been enacted and so UK deferred tax asscts and habilities have been calculated accordingly at 20%

INVESTMENTS

At 31 October 2012 and 2013

Couatry of
registration

Name of
undertaking

subsidiary

Patheon UK Pension Trustees
Limuted

Unuited Kingdom

Class of share
capital held

Ordinary

Shares in

subsidary

£'000

Proportion Nature of business
held

100% Dormani
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Patheon UK Limited

Registered No 3764421

NOTES TO THE FINANCIAL STATEMENTS

as at 31 October 2013

INTANGIBLE ASSETS
Cost

At | November 2012

At 31 Qctober 2013

Amornisation
At | November 2012

At 31 October 2013

Ner book value
31 Qctober 2013

| Novembe; 2012

Negatrve goodwill

£000

(19,302}

(19,302}

1052

19,30

d

Negative goodwiil arising on the acquisition of the trade and assets of Hoechst Manion Roussel (HMR) Swindon
1s being written back to profit and loss i line with the period in which the non-monetary assets are recovered,

whether through depreciation o sale

The value of negative goodwill was lully written back as a result of the assets to which 1t relates being fully

unpamed in 2012

TANGIBLE FIXED ASSETS

Cost*

At 1 November 2012
Additions

Disposals

At 31 October 2013

Deprecianion

AL | November 2012
Provided duiing the-year
Disposals

At 31 October 2013

Net book value
At 31 Octeber 2013

At | November 2012

Land and  Plant and Fuatures and
buldings  machinery firnngs Total
£000 £000 £000 £000
28,541 57,339 2,219 88,099
- 414 - 414
- (839} - {839)
28,541 36914 2219 87.674
26,352 54,155 1.821 82,328
189 339 59 587
- (674) - (674)
26,541 53.820 1880 82241
2,000 3,004 339 5,433
2,189 3,184 398 577t

In 2012 the company revalued then Tangible Fixed Assets and impaned them by £45,034k

i)
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Patheon UK Limited

Registered No 3764421
NOTES TO THE FINANCIAL STATEMENTS
as at 31 Octlober 2013

TANGIBLE FIXED ASSETS (continued)

Land and buildings

The net book value of land and buildings include £1,785,000 of freehold land as at 31 October 2013 (2012
£1,785,000)

The net book value of buldings compromises

2013 2012
£'000 £'000
Fréehold 70 255
Short lcasehold 145 144
215 4
STOCKS

2013 2012
£'000 £000
Raw materials 3,934 3,695
Engineermg stores 1.029 LO15
Work n progress 662 574
Fiushed goods 730 817
6,353 6,101

DEBTORS
2013 2042
£1000 £'000
Frade debtors 13,408 13,382
Amounts due from parcnt undertaking 1,730 1,605
Prepayments 99| 762
Other debtors 3,493 1,392
Other taxes and social security costs 275 236

19,897 1757

1
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Patheon UK Limited

Registered No. 3764421

NOTES TO THE FINANCIAL STATEMENTS
as at 31 October 2013

CREDITORS: amounts talling due within one year

2013 2012

£°000 £000

Trade creditors 3,424 1,675
Amounts due to group undertakings 10,850 12,912
Other taxes and social secunty costs 483 515
Accruals 6,721 6,740
Deferred income 2,689 1,269
24,167 25,11

The company has access to a $200m Parent Company revolving credit facility in place with UBS Additionally
the tetter of credit from UBS also contains guarantees 1n favour of HMRC for £500,000 (2012 £500,000) The

total letter of credut 1s for £500,000 (2012 £750,000)

BANK AND OTHER LOANS
2013 2012
£000 £000
Intercompany Loan (Patheon BV) 12,054 5.294
IP Morgan Drawdown - 6,000
Morgan Stanley Séntor 7,929 -
19,983 11,294

The nter-company loans from Patheon BY have maturtty dates of 31* October 2016, 19™ Aprii 2018 and 14
December 2018 with interest payable at LIBO plus 3 68%, LIBO plus 6 43% and 7 901% respecuvely The
Morgan Stanley Sentor loan 1s  cuzrent balance on & revolving credit facibiy and bears a vanable rate of
nterest

LONG TERM DEFERRED REVENUE

2013 2012

£'000 £000

Contract advances 1,611 1,066
PROVISIONS FOR LIABILITIES AND CHARGES

Provision for deferred tax

Deferred tax asse:

£000

At | November 2012 1536

Charged 10 the profit and loss account (605)

As at 31 October 2013 2,931

P
ra
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Patheon UK Limited

Registered No 3764421

NOTES TO THE FINANCIAL STATEMENTS
as at 31 October 2013

PROVISIONS FOR LIABILITIES AND CHARGES (CONTINUED)

The components of recognised and unrecogmsed deferred tax comprise

Not Not
Recogmsed  recognised Recognised  recogmised

2013 2013 2012 2012

£°000 £°000 £'G00 £'000

Acceleraled capital allowances . 1.839 - 374
Available losses 1,624 4 099 1,868 | 841
Other tirmng differences 173 - 278
Total deferred tax assets 1,624 6,098 1,868 3,293

A deferred tax assel was first recogmused 1n 2009 as the directors are reasonably certam that the losses will be
utthsed The deferred tax asset in relabion to the pension fund of £1,307,000 (2012 £1,668,000) has been offset
agamst the pension habihty as required by FRS17

SHARE CAPITAL
Authorised Allotted, ealled up
And fully pard
2013 2012 2013 2012
Ne No £'000 £'000
Ordinary shares of £1 each 2,000,000 2,000,000 100 100
69 preference shares of £1 each 8,000,000 8,000,000 2,000 2,000
Total 10,600,000 10,000,000 2,100 2,100

he preference shares were 1ssued at par  They carry a dividend right of 6% per annum payable half yearly in
April and October [ at the time the dividends become payable theie are msufficient profits the dividend will
cease 10 be due and_payable There are no specific repayment terms except on @ winding up of the company
where the preference shareholders have the right to receive, tn preference to ordinary sharchglders, £1 per share
plus any accrued dividend The preference shares carry voting rights at meetings of | votE per share whereas
the ordinary shares carry 100 votes per share As there 1s no foreseeable intention to redeem the preference
shares they have been included as part of the equity of the company
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Patheon UK Limuted

Registered No. 3764421
NOTES TO THE FINANCIAL STATEMENTS
as at 31 October 2013

RECONCILIATION OF SHAREHOLDERS’ FUNPS AND MOVEMENTS ON RESERVES

Share Other  Profit and
capital reserves lost account Total
£'000 £'000 £°000 £°000
At 31 October 2011 2,100 26,520 2,394 31,014
Actuarial gain on penston scheme - - 1,190 1,190
Loss for the year - - (36,998) (36,998}
At 31 October 2012 2,100 26520  (33414) (4794
Actuarial loss on pension scheme - - (2.733) (2,733}
Loss for the year - - (3.697) {3.697)
At31 October 2013 2000 2652  (39844) (11224
OTHER FINANCIAL COMMITMENTS
The company had annual commitments under operating leases as set out below
Land and buldings Other
2013 2012 2013 2012
£'000 £'000 £000 £,000
Operating leases which expire
= within one year - 33 158
- 10 two to five years 138 138 17 238
138 138 150 396

PENSIONS

I'he Patheon UK Pension Plan, a defined benefit scheme, was established by the company following the
acquisttion by Patheon UK Limited of the HMR Swindon facility  The valuation of the scheme for these

financial statements has been based on the most recent full actuarial valuatton as at 31 October 2013 Scheme

assets are stated at their market values at the respective balance sheet dates
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Patheon UK Limited

Registered No 3764421
NOTES TO THE FINANCIAL STATEMENTS
as at 31 October 2013

PENSIONS (CONTINUED)

I'he amount recogmsed 1n the Balance Sheet, Profit and Loss Account and 1a the Statement of Total

Recognised Gains and Losses for the year are analysed as follows

Amounts recognized in the balance sheet

Scheme assets at fair value
Equities

Diversified target return funds
Bonds

Other

Total market value of assets
Actuanal present value of habilines

Deticit in the scheme
Related deferred tax asset

Unrecogmsed liabihty
Recognised hability

Analysis of movement in deficit during the year:

Deficit in scheme at beginning of the year

Mavemem in year

Current service cost (gross of member contnibutions, el DIS premirms)
Past se1vice cost

Aggregate contnbutions pard

Other finance expense

Effects of any curtallments or seutlements

Actuanial (loss)/gain recogmsed i STRGL

Deficit in scheme at end of the year

Amountis recognised in the profit and loss

Current service ¢ost (inc DIS premiums)
[nterest cost

Expected return on scheme assets

Past setvice cost

Effects of any curtailments or settlements

Total

2013 2012
£°000 £000
12,141 10,557
21,681 18,768
9.106 §.993

434 782
43,362 39,100
(48.978) {44,519)

(5616 (5419

1.307 1.668
4309 (3750

2013 2012
£000 £000

(5.419)  (12,569)

. (428)

. (755)

2,250 2,014
286 122

) 5,007

(2,733) 1,190
(5.616) (5.419)

2013 2012
£000 £000

. 456

2,021 2225

@307)  (2.847)
i 755
(5.007)

(286) (3.918)




Patheon UK Limited

Registered No. 3764421

NOTES TO THE FINANCIAL STATEMENTS

as at 31 October 2013

PENSIONS (continued)

Actual return on assels over the period

Actual return

Analysis of amount recogrused in the statement of
total recognised gains and losses (STRGL)

Asset gan

Liabuaty {loss)/gain
Changes in assumptions for the valuation of habilities

Actuarial (loss)/gain recogmsed.n STRGL

Principal actuarial assumptions at the balance sheet date:

IDhscount rate
Price inflation (RP1)
Price wflation (CPh
Rate of increase 1n salaries
Rate of inciease tor pensions in payment
[In line with RP! capped at 5 0% p a
n line with RPi capped at 2 5% p a
Post reurement mortality (Iife expectancy)
Current pensioners age 65 — males
Current pensioners age 65 — females
Future pensioners age 65 (currently age 45) — males
Future pensioners age 65 (currently age 45) — females
Commutation allowance
Expected return on assets
Equities
Diverstfied target return funds
Bonds
Othet

Changes in the present value of scheme liabiities

Present value of scheme liabilitics at the start of the period
Interest cost

Current service cost (excl DIS preniums)

Member contributiens

DWP rebate

Actuanal gai/ (10ss)

Effects of any curtatlments or settlements

Past service cost

Benefits paid

Present value of scheme habilities at the end of the period

2013 2012
£000 £000
3,194 2,899

2013 2012
£1000 £000

887 532

871) 1,596

(2,749) (958)
(2.733) 1,190

2013 2012

45% 4 6%

3 4% 27%

249 2 0%

N/A N/A

3.3% 2%

? 2% 2:0%

224 222

244 250

235 25 |

26.0 279
[00% 100%

6.9% 6.6%

64% 6.1%

4.5% 4.6%

2.0% 2.0%
2013 2012
£'000 £'000

44,519 47,885
2,021 2,225

. 428

- 170

- 129
3,620 (638)
- (5,007

. 755
(1.182) {1,428)
48,978 44,519

26
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Patheon UK Limited
Registered No. 3764421

NOTES TO THE FINANCIAL STATEMENTS

as at 31 October 2013

PENSIONS (continued)

Changes n the market value of assets

Market value of assets at the start of the period
Expected return on scheme assets

Actuarial gan

Membes contributions

DWP rebate

Employer contributions (excl DIS premums)
Bengfits paid

Market value of assets at the end of the penod

History of experience gawns and losses

Difference between expected and actual return on scheme assets

Amount - gain/ (loss)

Percentage of scheme assets

Experience (losses)/gains artsing on scheme ltabilities

Amcunt - gain/ (loss)

Percentage of the present value of the scheme liabihites

Toral acruarial (lossygain recognised i the statement of total

Recognised gains and losses
Amount - gain/ (loss)

Percentage of the present value of the scheme Labilibes

2013

£000

(888)

(25)

(871)

(2%)

(2,733

(6%)

2013 2012
£000 £°000
19,100 35316
2,307 2347

887 552

. 170

. 129
2,250 2,014
(1,182 (1.428)
43,362 39,100

2012 2011 2010

£000  £000  £000

(552) 2,579 1,156

(e 1% 4%

1,596  (896) 1,949

% (%) 65%

1,190 (5.717) 2.974

% (12%) 7%

2009

£°000

3,604

0%

(7.792)

(209)

The cumulative amount of actuanal gans and lgsses recogmised since | January 2002 1n the statement of total
récognised gains and losses is a net 1oss of £12, 448,000 (2012 — net loss of £8,715,000) The company expects
to pay approximately £2,450,000 into the pension scheme n the year ended 31 Ocrober 2014
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Patheon UK Limited

Registered No. 3764421

NOTES TO THE FINANCIAL STATEMENTS
as at 31 October 2013

RELATED PARTY TRANSACTIONS

Patheon UK Limuted, as a wholly owned subsidiary undertaking of Patheen Inc , has taken exemption from
disclosing transactions with other wholly owned Patheon Inc substdianies available from the related party
disclosure requiremnents of Financial Reporting Standard No 8 There were no other related party transactions

CAPITAL COMMITMENTS

Amounts contracted for but not provided in the financial statements amounted 1o £0 3 mifhon as at 31 October
2013 (2012, £0 9 million)

IMMEDIATE AND ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

‘The company's 1mmedLaIc parent undertakmg 1s Patheon BV , 4 cumpany incorporated 1n the Netherlands The
ulimate parent company 1s Pathegn Inc , 4 Lympany mcorporaled in Canada The controiling party 1s JLL
Partners, & private equity group based in the US The smallest.and largest group of which the company 1s 2
member and for which group financial } Statements are prepared 1s Patheon Inc A copy of the group financial
statements <an be obtaned from the headquarters at the following address -

Patheon Inc

PO Box 116145
Research Triangle Park,
NC 27709-5145

-

POST BALANCE SHEET EVENT

On the 11% March 2014 a transaction took place between JLL Partneis and Royal DSM., a Global Life Sciences
and Matei 1zl Sciences Company, to create DPx Holdings B V owned 51% by JLL Partners and 499 by Royal
DSM The nansaction combined Patheon Inc with the Royal DSM owned DSM Phaimaceutical Products'so that
the ultimate parent company of Pathean UK Limuted 15 DPx Holdings B V




