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preparation of financial statements

The Directors are required by UK company law to prepare for each accounting period financial statements
which give 2 true and fair view of the state of affairs of the Group and the Company as at the end of the
accounting period and of the profit or loss for that period. In preparing the financial statements the
Directors are required to seleet and apply consistently suitable accounting policies framed by reference to
reasonable and prudent judgements and estimates. Applicable accounting standards also have te be
failowed and a statement made to that effect in the financial statements, subject to any material departures
being disclosed and explained in the notes to the financial statements. The Directors are required to
prepare the financial statements on a going concern basis unless it is inappropriate to presume that the
Group will continue in business. The Directors are responsible for ensuring proper accounting records are
kept which disclose with reasonable accuracy at any time the financial position of the Company and the
Group and to enable them to ensure that the financial statements comply with the Companies Act 1985,
They are also responsible for taking reasonable steps to safeguard the assets of the Company and for taking
reasonable steps for the prevention and detection of fraud and other irregulariries.

Auditors’ report

To the Members of ZENECA Group PLC.

We have audited the financial statements on pages 34 to 63,
Respective responsibilities of directors and auditors

As described above the Company's Directors are responsible for the preparation of financial stacements,
It is our responsibility to form an independent opinion, based on our audit, on those statements and to
report our epinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statemenis. It also includes an assessment of the significant estimates and judgements made by
the Directors in the preparation of the financial statements, and of whether the accounting policies arc
appropriate to the Group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregularity or
error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in
the financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the statz of affairs of the Company and
the Group as at 31 December 1993 and of the profit of the Group for the year then ended and have been
properly prepared in accordance with the Companies Act 1985,

London !;('()MC\ z‘j MW(B&

3 March 1994 KPMG Peat Marwick
Chartered Accountants
Reegistered Auditors
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Group profit and loss account

For the year ended 31 December 1293 1992
Notes 4Lm Lm
Turnover 4,440 3,979
Operating costs
Ongoing 3 (3,831) (3.445)
Exceptional 4 - {304)
3 {3,831) (3.749)
Otlier operating income 3 104 53
Trading Profit 713 283
Share of profits less losses of associated undertakings 6 2 7
Profits less tosses on sale or closure of operations 4 15 16
Provisions for costs of reorganisation 4 - (52)
Profit on ordinary activities baforo interest 730 254
Ner interest payable 7 (88) (152)
Profit on ordinary activities before taxation 642 102
Taxation 8 {189) (10)
Profit on ordinary activities after taxation 453 92
Artributable to minorities (13) (12)
Net profit for the financial year 440 80
Pre~-demerger dividend to ICI (70} -
Divideads to Shareholders 9 (260) -
Profit retained for the year 110 80
Earnings per 25p Ordinary Share before
exceptional items (pence) 10 50.0p 46.0p
Earnings per 25p Ordinary Share (ponce) 10 51.7p 10.8p
Weighted average number of Ordinary Shares in issue 10 850 743
~ . .
Statement of total recognised gains and losses
For the year enéed 31 Decembrr 1933 1992
Ln Lm
Net profit for the financial year 440 80
Foreign currency translation differenes and
recognised exchange gains and losses (net) 23 (35) 93
Total recognised gains and losses relating to the year 405 173

Lm means millions of pounds sterling
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Balance sheets

Group Comjiapy
As at 31 Decentber 1993 1992 1993 1882
wotes Lm Lim Lm Am

Fixed asyets

Tangible fixed assets 12 1.684 1,559 - -
Investments in subsidiary undertakings 13 180 -
Invesoments in participating interests 14 26 33 - -
1,710 1,592 186 -~
Current assets
Stocks 15 776 816 - -
Debtors 16 1,427 1,234 1,483 -
Shore-term investments 17 925 315 401 -
Cash 17 124 103 - -
3,252 2,488 1,884 -
Total assets 4,962 4,080 2,064 -
Creditors due within one year
Short-term oorrowings 18 (101) (149) - -
Current instalments of leans 20 (5} {11) - -
Other creditors {9 (1.622) (1.236) {142} -
Amounts due to the ICI Group 20 {575) (1,064) - -
Amounts due to the ICI Group capitalized pre-demerger 2/20/23 - (157) - -
(2,303} (2,617} (162} -
Net current assets 949 (129 1,722 -
Total assets less carrent liabilities 2,659 1,463 1,902 -
Creditors due after more than one year
Loans 20 {556} {36) - -
Other creditors 19 @an 37} {399) -
Amounts due to the ICI Group 20 - (859) - -
{587 (932) {399) -
Provisions for liabilities and charges 21 {398) {419 - -
Net assets 1,674 ii2 1,503 -
Capital and resarves
Called-up share capital a2 236 180 236 -
Share premium account 23 1 - 1 -
Merger reserve 23 a5 128 - -
Other reserves 23 170 (1,080) 1,255 -
Profit and loss account 23 910 827 11 -
Shareholders’ funds - equity interests 24 1,602 55 1,503 -
Minority equity interests 72 57
Shareholders’ funds and minority interests 1,674 112 1,503 -

The accounts on pages 34 to 63 were approved by the Board of Directors on 3 March {994 and were signed on
its behalf by:
&, g Sit Denys Hendersen  Director
ﬂ% - MS J.C. Mayo Director
APIW U\aka-ac
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Statement of Group cash flow

For the year ended 51 Decenber 1992 1592
Notes Lt Lm

Cash inflow from operating activities

Net cash inflov from trading operations 25 974 714

Outflow relate d to exceptional items 26 (141} (34)

Net cash inf ow from operating activities 833 082

Returns on investinents and servicing of finance

Interest and dividends received 27 83 40
Interest paid {78) {38}
lnterest paid to the ICI Group {59} (20)
Distributions and transfers to the ICI Group {75) {421}
Dividends paid to Shareholders 9 (99) -
Dividends paid by subsidiary undertakings to minority interests (12} {33}
Net cash outflow from returns on investments

and servicing of finance {240) {472)
Tax paid (116} (74}
Net cash inflow before investing and financing 477 136

Investing activities

Cash expenditure on tangible fixed 1ssets 12 {313) (268)
Acquisitions and new fixed asset invesanents 28 (17) (2)
Disposals 29 74 104
Purchase of short-term investments and deposits 30 (267) (219}
Sale of short-term investments and deposits 30 260 209
Net cash outflow from investing unctivities {263) {176)
Net cash inflow (outflow) before fins» ing 214 (40)
Financing

Issue of ZENECA Group PLC Ordinary Shares 31 1,351 -
Costs of rights issue 31 (39) -
Net increase (decrease) in loans 3 512 (69)
Costs of loan issucs 31 7) -
Net decrease in lease finance 31 (3} (2)
Net inerease (decrease) in short-term borrowings 3 4 (3)
Net (decrease) increase in debt to the ICI Group 3 (1,364) 134
Net cash inflow from financing 454 60
Increase in cash and cash equivalents 32 668 20
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Accounting policies

Basis of Accounting

The accounts are prepared under the historical cost convention and mn accordance with the Companies Art
1985 and applicable accounting standards. The foliowing paragraphs describe the mam accountng policies.
The accounting policies of some overseas subsidiaries do not conform with UK Accouniing Standards and,
where appropriate, adjustments are made on consolidation in order to present the Group accounts an a
cansistent basis,

Associated Undertakings

An associated undernaking is a company in which Zeneca has a participating interest {between 20 per cent and
50 per eent inclusive) and on whose commercial and financial policy decisions Zeneca exercises significant
inflaence.

Zeneca's share of the profits less losses of all significant associated undertakings is inciuded in the Group profit
and loss account on the equity accounting basis, The holding value of significant associated undertakings in the
Group balance sheet is calculared by reference to Zeneca's equity in the net tangible assers of such
undertakings, 2s shown by the most recent accounts available, adjusted where appropriate,

Depreciation

Zeneca's policy is to write off the book value of each tangible fixed asset evenly over its estimarted remaining
life, Reviews are made periodically of the cstimated remnining lives of individual productive assets, t2king
account of commercial and technelogical obsolescence as well as normal wear and tear. Under this policy it
becomes impracticable to calculate average asset lives exactly; however, the total lives approximate to 20 years
for baildings and 10 years for plant and equipmene, Depreciation of assets qualifying for grants is calculated on
their full cost,

Environmental Liabilities

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

Foreign Currcencies

Profit and loss accounts in foreign currencies are translated into sterling at average rates for the relevant
accounting periods. Assets and liabilities are translated at exchange rates prevailing at the date of the Group
balance sheet.

Exchange differences on short-term foreign currency borrowings and deposits are included with net interest
payable. Exchange differences on all other transactions, cxcept relevant foreign currency loans, are taken to
trading profit. In the consolidated financial statements exchange differences arising on consolidation of the net
investments in overseas subsidiary undertakings and associated undertakings are taken divectly to the statement
of total recognised gains and losses. Differences on relevant foreign currency loans are raken to the statement of
total recognised gains and losses and offset against the differences on net investments, as they are considered to
be 2 hedge against movements on the net investments.

Goodwill

On the acquisition of a business, fair values are attributed to the net assets acquired. Goodwill arises where the
fair value of the consideration given for a business exeeeds such net assets, UK Accounting Standards require
that purchased goodwill be eliminated cither upon acquisition against reserves or by amortisation over a period.
Elimination against reserves has been selected as appropriate to the goodwill purchases made during the periods
presented. On the subsequent disposal or termination of a previously acquired business, the profit or loss on
disposal or termination is caleulated after charging the gross amount, at current exchange rates, of any related
goodwill previously taken directly to reserves.

Leases

Assets held under finance lcases are capitalized and included in tangible fixed assets at fair value. Each asset is
depreciated over the shorter of the lease term or 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
due after, oite yeur. The interest element of the rental obligation is allocated to accounting periods during the
fease term to reflect a constant rate of interest on the remaining balance of the obligation for each accounting
period. Rentals under operating leases are charged to profit and loss account as incurred.

Pension Costs

The pension costs relating to UK retirement plans are assessed in accordance with the advice of independent
qualified actuarics, The amounts so detzrmined include the regular cost of providing the benefits under the
plans which it is intended should remain a level percentage of current and expected future earnings of the
employees covered under the plans. Variations from the regular pension cost are spread on a systematic basis
over the estimated average remaining service lives of current employees in the plans.

Retirement plans of non-UK subsidiary underwkings are accounted for in accordance with local conditions and
practice. With minor exceptions, these subsidiary undertakings recognise the expected cost of providing
pensions on a systematic basis over the average remaining service lives of employees in accordance with the
advice of independent quafified actuaries.

Research and Development
fLescarch and development expenditure is charged to profitin the year in which it is incurred.
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Stock Valuation

Finished goods are stated at the Tovier of <ost or net teatisable value, raw matersals and other stocks at the lawer
of cost or replacement price; the firse in, first our or an average method of valuztion 1s used. In detemyining
cost, depreciarion {3 included but selling expenses and certain overhead expenses (pnacipally central
administration costs} are excluded. Net realisable value is determined as estimated selling price less gosts of
dispasal.

Taxation

The charge for taxation is based on the profits for the year and takes into account taxation deferred because of
timing differences betwecn the treatment of certain items for taxation and for accounting purposes, However, no
provision is made for taxation deferred by reliefs unless there is reasonible evidence that such deferred taxation
will be payable in the future.

Turnover

Turnover excludes inter-company turnover and valuc added taxes. Revenue is recognised at the point at which
title passes.

Notes relating to the accounts

1 COMPOSITION OF THE GROUP

The Group accounts consolidate the accounts of Zeneca Group PLC (the Company) and its subsidiary
undertakings, of which there were 179 at 21 December 1993, Owing to local conditions and to aveid undue
defsy in the presentation of the Group accounts, 3 subsidiaries made up acceunts to 30 September,

BASIS OF CONSOLIDATION AND PRESENTATION OF FINANCIAL INFORMATION

In accordance with an agreemcnt dated 12 May 1993 providing for the demerger of the bioscience interests
of Imperial Chemical Industries PLC (“ICI™ and its subsidizries, [CI transferred its shares in its wholly-
owned subsidiary ZENECA Limited to the Company. The consideration for this transfer was satisfied by the
issue to [CI shareholders of ane Ordinary Share of 25 pence in the Company, credited as fully paid, for each
Ordinary Share in 1CI held on 1 June 1993,

The transfer of ZENECA Limited to the Company has been accounted for in accordance with the principles
of merger accounting set out in Statzment of Standard Accaunting Practice No.23 (SSAD23) and Schedule
4(A) to the Companies Act 1985, The financial statements are therefore presented as if ZENECA Limited
and its subsidiaries had been owned and controlled by the Company throughout.

W

ZENECA Limited was created through an internal reorganisation within [CI which resulted in the transfer to
it of ICl’s bioscience activities with effect from 1 January 1993, The bioscience interests included both
subsidiaries, some of which were themselves subject to reorganisation prior to transfer, and certain
unincorparated business activities of ICI. These transactions have also been accounted for in these group
accounts using the principles of merger accounting as if ZENECA Limited had been in existence throughout.
This is not in accordance with SSAP23 and Schedule 4(A} to the Companies Act 1985 as the transfer of the
unincorporated business activities and the reorganisation of certzin subsidiarics prior to their transfer to
ZENECA Limited do not meet all the conditions laid down for merger accounting.

The directors consider that to apply acquisition accounting to any part of the reorganisation of the Zeneca
businesses, with consequent adjustments to the fair values of the related assets and lizbilities and the
reflection of post reorganisation results only within Zeneca Group PLC's accounts, world fil to give a truc
and fair view of the Group's state of affairs’and results for the shareholders since they have had a continuing
interest in the Zencca businesses both before and after the demerger. Due to the nuntber and complexity of
transactions involved, it is not practicable to quantify the effect of this departure.

The net assets, merger reserve, other reserves and amounts due to the [CI Group included in the Zeneea
Group balance sheet at 31 December 1992 differ from those included in the Listing Particulars issued on 12
May 1993 by an amount of £157m. This amount was repaid to ICI by capitalizing the debt and ZENECA
Limicted issuing £157m of shares to the ICI Group on 14 April 1993, In the Listing Particulars this was
treated as & 1992 transaction so that the Listing Particulars reflected the capital structure of the Group at the
time of flotation; in these statutory accounts this transaction has been recorded on the date it occurred.

In the Company’s financial statements the investment in ZENECA Limited is stated zt the nominal vulue of
shares issued. As permitted by Sections 131 and 133 of the Companies Act 1985, no premiumn has been
recorded on the ordinary shares issued in connection with this acquisition, On consolidation the differencs
beeweesn the nominal value of the shares issued and received has been credited to a merger reserve,

The Group has changed the presentation adopted in the Listing Particulars in relation to its insuranece
activities whereby insurance liabilities and reinsurance recoveries are no longer netted, but are shown Rross
in the Group consolidated balance sheet. This has had the effect of increasing both liabilities and assets by
L88m at 3§ December 1993 and £73m at 31 December 1992,
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Notes relating to the accounts

3 TRADING PROFIT

1253 1992

L Lm

Turnover 4,440 3,979
Operating costs

Cost of sales (1,885) (1,621)

Distribution costs {160} {156}

R.esearch and development {490} {446)

Technical service (29 {23)

Administrative and other expenses {1,267) (1,354)

Exceptional provisions for environmental liabilities* - (109

(3,831) (3,749)

Other operating income

Government grants 2 2
Royalties 45 a7
Qcher income 57 14

104 53
Trading profit 713 283
Charge for depreciation included above 172 164
Gross profit, as defined by the Companies Act 1985 2,555 2,358

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

4 EXCEPTIONAL ITEMS

Owing to the material impact that exceptional items had on the reported resules for 1992, these items have
been disclosed in detail so that their overall effect may be better appreciared.

1993 1992
Lm Fa
Charged in arriving at trading profit
Provisions for business rationalisation, charged to
Cost of zales - 4
Distribution costs - (1)
R esearch and development - (12)
Administrative and other expenses - {178)
- (195}
Provisions for envirorunental liabilities - (109)
- {304)
Profits less losses on sale or closure of operations and related provisions
Profits 20 55
Losscs/provisions (5) (39)
15 16
Provisions for costs of reorganisation in preparation for
demerger, including professional fees, product
registration and labelling costs - (52)
Exceptional items within profit on ordinary activities
before taxation 15 (340)
Exceptional tax credits (sce Note 8) - 78

15 (262)




5 NOTE OF HISTORICAL COST PROFITS AND LOSSES

There were no material differences between reported profits and losses and historical cost profits and Josses

on ordinary activities before tax.

6 SHARE OF PROFITS LESS LOSSES OF ASSOCIATED UNDERTAKINGS

1993 1992
Lm ALm
Share of profits less losses before tax 2 4
Gains less losses on disposals of investments - 3
2 7
7 NET INTEREST PAYABLE
1993 1992
A Lm
Interest payable and similar charges
Loan interest* 21 6
Interese an short-term borrowings and other financing costs 30 25
51 31
Interest receivable and similar income from current asset investments
Listed redeemable securities {15) (7)
Short-term deposits (34) (28)
{(49) (35)
Net interest payable to the ICI Group 86 156
Net intercst payable 88 152

* Loan interest includes £12m (1992 £2m) on loans not wholly repayable within 5 years.
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Notes relating to the accounts

8 TAXATION

1993 1992
im im
Zeneca Group PLC and subsidiary undertakings
UK taxation
Corporation tax 150 99
Double raxation relief (64) (68)
Deferred taxation 42 (56)
128 (25)
Overseas taxation
Owverseas taxes 56 93
Deferred taxation 4 {59)
60 34
Associated undertakings ! i
Tax on protit on ordinary activities 189 10

UK and overseas taxation has been provided on the profits carned for the periods covered by the Group
accounts. UK corporation tax has been provided at the rate of 33 per cent (1992 33 per cent),

Exceptional itemis included in tax on ordinary activities
Tax costs of reorganisation in prepamtion

for demerger - 13
Tax relief on exceptional items* - (91)
Total exceptional tax - (78)

* Inciuding deferred tax relief of Snil (1992 £88m).

Analysis of deferred taxation charge

The componcents of the timing differences giving rise to the tonal UK and overseas deferred raxation charge
(credit) is analysed as follows:

Reerganisation and rationalisation provisions 15 (30)
Environmental and other provisions 3 (43)
Uirealised profits on a non-recurring intercompany stock transfer 26 (26}
Ocher itens 2 (16)
46 (115)
Deferred taxation asset movemaent
At beginning of year 87 {10)
Profit and loss account {46) 115
Net amounts paid or becoming current 1 (22)
Other movements 4

At end of year 49 87




3 TAXATION {continued)
Defurred taxarion

The ceferred max assets accounted for at the balance sheet date and the potential amounts of deferred taxation are
discloed L edow,

Group Company
1993 1992 1993 1992
Im iLm Lm ALm
Accounted for at 31 December
Timing differences on UK capital allowances and depreciation - - - -
Exceptional itenis and miscellancous timing differences 49 87 - -
ACT recoverable (see Note 16) 56 - - -
105 87 - -
Not accounted for at 31 December
UK capital allowances utilised in excess of depreciation {150) 1318) - -
Exceptional items and miscellaneous timing differences 108 91 - "
(42) (17} - -
Full potential deferred taxation asset 63 70 - -

No deferred tax has been provided for in relation to UK pension costs.

9 DIVIDENDS 1993 1993
Pence per

23p Share Lm

Interim, paid 8 November 1993 10.5p 99

Second nterim, to be confirmed as final, payable 5 May 1994 17.0p 16t

27.5p 260

ZENECA Limited declared and paid a dividend to ICI of £70 million (net of tax credit) on 27 May 1993,
Prior to demerger the businesses comprising Zeneca were owned directly by ICI and appropriations of cash
and other assets were treated as a diminution in net assets as the businesses were not incorporated.

10 EARNINGS PER 25p ORDINARY SHARE

1993 1992
Net profit for the financial year before exceptional items (L) 425 342
Exceptional items aftes tax and minorities (£m) (see Note 4) 15 {262)
Net profit for the financial year (£m) 440 80
Ordinary Shares (millions) 850 743
Earnings per Ordinary Share before exceptiona! items 50.0p 46.0p
Earnings (loss) per Ordinary Share on exceptional items 1.7p {35.2)p
Earnings per Ordinary Share 51.7p 10.8p

The earnings per Ordinary Share for the year ended 31 December 1992 are calculated on the basiz of 720
million Ordinary Shares issued by the Company on demerger, adjusted to 743 million to give effect to the
bonus element of the rights issue, The ecaleulation of 850 illion Ordinary Shares for the year ended 31
December 1993 js the weiglited average of the above adjusted demerger shares, the 225 million Ordinary
Shares issued in connection with the rights issue in June, and Ordinary Shares issued since demerger.

The effcct on carnings per 25p Ordinary Share of the issue of shares under optien (see Note 22) would not
be material. Earnings per Ordinary Share before exceptional items has been calculated to show the impact
of exceptional items on the results, as such items can have a distorting effect on camings from year to year
and therefore warrane scparate consideration,
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Notes relating to the accounts

11 SEGMENT INFORMATION

Classes of Business

Tuntover Profit
1993 1952 1593 1992 1992%
Lm Lm Lm Lm Lm
Pharmaceuticale 1,071 1,607 589 437 488
Agrochemigals 1,467 1,283 86 39 85
Specialties 1,027 936 50 (17 26
Trading and Miscellaneous 75 148 (12) {67) (12)
4,440 3,979
Exceptional provisions for environmental liabilities - {10v)
713 283 587
Share of profits less losses of associated undertakings 2 7 7
Profits less losses on sale or closure of operations 15 16
Provisions for costs of reorganisation - {52)
MNet interest payable (88) {152) (152)
Profit before taxation 642 102 442

* Before exceptional ttems
Zencca’s poliey is to transfer preducts internally ac external marker prices,

The profit on ordinary activities before taxation includes [31m (1992 £27m) relating to the Group's 51
per cent owned insurance subsidiaries, £12m (1992 nil} is inciuded in trading profit and classified as
Trading and Miscellancous and £19m (1992 £27m} is included in net interest reccivable,

Profits less losses on sale or closure of operations in 1993 related to Phannaceuticals £17m profit {1992
£55m profit), Agrachemicals £nil (1992 £16n1 loss), Spectalties ,L4m loss (1992 £23m loss) and Trading
and Miscellaneous £2m profit (1992 nil),

The exceptioml environmental provisions are largely asseciated with former plant sites, and third party
sites, not related co currenc business operations. Provisions for the cost of reorganisation in 1992 are not
attributable to ¢lasses of business.

Capital expenditure Depreciation Net assets

1993 1992 1993 1992 1893 1992

Am Lm Am Am FA £Lm

Phannaceuticals 128 121 70 63 960 861
Agrochemicals and Seeds 77 64 54 60 889 952
Specialties 91 69 38 48 665 567
Trading and Miscellancous 19 14 10 10 (77) {96)

315 268 172 181

MNet operating assets 2,437 2,284
Amounts due to the ICI Greup {575) (2.080)
Nect non-operating assets {188) {92)
1,674 112

Net non-operating assets include current asset investments, short-term deposits and cash, short-term
borrowings, loans, and debtors and creditors not attributable to business segments.



11 SEGMENT INFORMATION (coutinued)
Geographic arean

The information opposite is re-analysed in the table below by geographic area. The figures for each
geogrzphic area show the net openting assets owned by and the turnover and profit made by companies
located in that ares, export sales and relared profits are included in the arcas from which those sales were

made.
Net operating assets Turnover Profit
1993 1992 1993 1992 1533 1992 1992*
Lm Lm Lm Lm Lm im Lm
United Kingdom
Sales in the United Kingdom 313 302
Export sales 1,675 1,403
1,009 850 1,988 1,705 334 126 203
Continental Europe 418 560 1,287 1,326 97 104 19
The Americas 696 652 2,038 1,687 233 135 238
Asia Pacific 227 162 524 394 44 31 H
Other countries 87 60 68 72 5 {8) (8)
2,437 2,84 5905 5,154 713 388 583
Inter-area eliminations {1.465) {1,205) - 4 4
Exceptional provisions for cnvironmental labilities - {109) -
2,437 2,284 4,440 3,979 713 283 587
Share of profits less losses of associated undertakings 2 7 7
Profits less losszs on sale or closure of operations 15 16
Provisions for costs of reorganisation - (52)
Net interest payable (88} (152) (i52)
Profit before taxation 642 102 442

* Before cxceptional items

Inter-arca turnover shown above includes sales from the UK to overseas subsidiaries of £1,231m (1992
£1,032m). Profits less losses on sale or closure of operations in 1993 arese in the United Kingdom £12m
profit (1992 L41m profit), Continental Europe /9m profit (1992 £16m loss) and The Americas £6m loss

(1992 £9m loss).

Exceptional provisions for environmental liabilities are related principally to sites in The Amerieas.

1993 1292
Geographic markets Lm Lm
Turnover in each geographic market in which customers are located
United Kingdom 322 312
Continental Europe 1,301 1,315
The Americas 1,966 1,645
Asia Pacific 665 526
Other countries 186 181
Total turnover 4,440 3,579
Employees 1993 1992
Average number of people employed by Zeneca in
United Kingdom 12,800 13,600
Continental Europe 6,400 6,900
The Americas 10,700 11,030
Asia Pacific 1,400 1,700
Other countries 600 700
Total employees 32,300 33,900

The number of people employed by Zeneca at the end of 1993 was 30,900 (1992 33,300},
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Notes relating to the accounts

12 TANGIBLE FIXED ASSETS

Cupital

expenditure

and assets in

Laud and  Plant and course of

buildings  equipment construction Total
GROUP im Am Lm L
Cost
At beginning of year 725 1,733 256 2714
Exchange adjustments 3 1 (2) 2
New subsidiary underakings 1 2 3
Capital expenditure ~ - 315 315
Transfer of assets into use 56 213 (329) -
Disposals and other movements (16) k)] 3 (92}
At end of year 769 1,930 243 2,942
Depreciation
At beginning of year 195 960 1,155
Exchange adjustments - | 1
Disposals and other movements (5) (65) (70)
Charge for year 30 142 172
At end of year 220 1,038 1,258
Net book value at 31 December 1993 54¢ 892 243 1,684
Net book value at 31 December 1992 530 773 256 1,559

Capital expenditure in the year of £315m includes capitalized finance leases of £2m; cash expenditure on

tangible fixed assets wus £313m. The value of non-depreciated assets, comprising principally land, was
L70m.

The net book value of the tangible fixed assets of the Group at 31 December 1993 includes capitalized
finance leases of £12m comprising cost of £19m and accumulated deprcciation thercon of £7m. The
depreciation charge for the year in respect of capitalized leases was £ 1m and finance charges L1m.

Group
1953 1992
Am Am
The ne' book value of land and buildings comprised
Freeholds 539 518
Long leases {over 50 years unexpired) 7 9
Short leases 3 3

549 530




13 INVESTMENTS IN SUBSIDIARY UNDERTAKINGS

Shares Loans Total
COMPANY Lm Am Lm
Cost
At beginning of year - -~ -
Arising on demerger 180 ~ 180
Balance sheet value at 31 December 1993 180 - 180
None of the investments are listed.
Information en principal subsidiary undertakings is given on page 63,

14 INVESTMENTS IN PARTICIPATING INTERESTS
Other
Associated participating
undertakings fnierests Total

GROUP L LIm Lm
Coeat
At beginning of year 4 11 15
Additions (Disposals) 1 (1) ~
Other movements 5 - 5
At end of year 10 iy 20
Share of post-acquisition reserves less losses
At beginning of year 2t 21
Retained profits less losses {12) {12)
Other movements 1 1 e
At end of year 10 10
Provisions
At bepinning of year - (3 (3) :;
Additions - ) (1) k
At end of year - {4) Y]
Net book value at 3i December 1993 20 6 26
Net book value at 31 December 1992 25 ] 3

Nene of the investments are listed,
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15 STOCKS
Gronp
1993 1952
Lt ALm
TRaw materials and consumabies 233 228
Srocks in process 267 w57
Finished goods and pouds for resale 16 351
776 836
16 DEBTORS
Croup Company
1393 1992 1993 1992
Lim Lm im im
Amounts due within one yoar
Trade debrors 956 858 - -
Amounts owed by subsidiary undertakingy 1481 -
Peferred taxation (see Mote 8) 49 37 - -
Other debtors 223 2014 - -
Prepayments aud accrued income™ 55 36 2 -
1,283 1,182 1,483 -
Amounts dne after more than on# year
Orther debtors 44 26 - -
ACT recoverable 56 - - -
Prepayments and accrued income* 44 26 - -
144 52 - -
1,427 1,234 1,483 -

ariaer— -

+* Group figures include prepaid pension cLits {Note 38)

[ncluded in debtors are amounts totalling £88m {1992 £73m) in respect of
msurance subsidiaries relating t© monies expected @ be received fram rein
of the insurance abligations included in other creditors (ilore 19).T
change in presentation €0 show grass insurance obligations thatare cover

the Group's 51 per
SUrZNEe companies t

cent owned
o meet part

he 1992 figures reflect the Group's

ed by reinsurdt

1ce contracts.
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CASH AND SHORT-TERM INVESTMENTS

Croup Company
1993 1992 1993 1992
Am L Lt L
Redeemable securities listed on The London Stock Exchange 95 80 - -
Other bisted tnvestments 29 27 - -
Total listed investments 124 107 - -
Unlisted investments 1 4 - -
125 111 - -
Shart-term deposits 800 204 401 -
Cash 124 103 - -
1,049 418 401 -
Included in cash and cash equivalents {see Note 33) 214 305
Market value of listed investments 124 107

Included in cash and short-term investments are amounts totalling £305m (1992 £305m) held by the
Group's 51 per cent owned insurance subsidiaries, of which £213m (1992 £210m) is required to meect
insurance solvency requirements and which, as a recult, is not readily available for the general purposes of

the Group.

SHORT-TERM BORROWINGS

Group

1993 1392
Am im

Bank borrowings
Secured by floating charge 1 1
Unsecured 99 147
100 148
Other borrowings (unsecured) 1 1
101 149
Included in cash and cash equivalents (sce Note 32) 96 149
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19 OTHER CREDITORS

Group Company
1993 1992 1993 1992
Lm Lm Lm Lm
Amounts due within one year

Trade creditons 423 350 - -
Amounts owed to subsidiary undertakings 2 -
Corporate taxation 181 76 {1) -
Value added and payroll taxes and sacial security 24 33 - -
Obligations under finance leases 4 i - -
Other creditars™ 540 541 - -
Accruals 289 235 - -
Dividends to Shareholders 161 - 161 -
1,622 1,236 162 -

Amounts due after more than one year
Amounts owed to subsidiary undertakings 399 -
Obligatians under finance leases 5 9 = -
Other creditors* 23 92 - -
Grants nor yet credited te income 3 6 - -
3t 37 399 -

* Included in other creditors are amounts totalling £259m (1992 £223m) to meet the insurance
obiigations of the Group’s 51 per cent owned insurance subsidiaries. The figures reflect the Group's
change in presentation to show gross insurance obligations that azre covered by reinsurance contracts of
£88m (1992 £73m), with corresponding amounts included in debtors (Note 16), Other creditors also
include costs charged as exceptional items (Note 4) and accrued pension costs (MNote 38},

2v LOANS
Group
1993 1992
Lm £m
Creditors due within one year
Current instalment of loans 5 i1
Amounts due to the ICI Group 575 1,064
Amounts due to the ICI Group capitalized pre-demerger - 157
580 1,232
Creditors due after more than one year
Loans 556 36
Amounts due to the [CI Group - 859
556 895

1,136 2,127




20 LOANS (continued)

Group
Repaymeat 1993 1892
dates Am Lm
Secured loans
US Dollars (5% to 107;%5) 199472012 11 1o
Other currencies 199471996 - 1
Total secured 11 17
Secured by fixed charge 11 16
Secured by floating charge - 1
Unsecured loans
Sterling
Bank loan = varable rate 2002 50 -
US Dollirs
Bank loan — variable rate 1996/2001 54 -
6.30% Guaranteed Notes 2003 200 -
7% Guaganteed Debentures 2023 199 -
Others 1994/2013 7 2
510 Z
Other foreign currencies 1994/2000 40 28
550 30
Amounts due to the [Cl Group (see note below) 575 2,080
Total unsecured 1,125 2,110
Total Joans 1,136 2,127

Loans from banks included in the table above amounted to £150m (1992 £29m) of which Llm (1992
L lm) was secured,

New borrowings during the year by subsidiary undertakings included US$300m 6.30% Guaranteed Notes
2003, USs300m 7% Guaranteed Debentures 2023 and two loans amounting to £194m novated from ICI:
the proceeds of these were used to repay certain third party indebtedness of the Group including, on 14
January 1994, the remaining indebtedness owed to the ICI Group.

Group
1993 1992
Lo Lm
Loans or instalments thereof are repayable
After 3 years from balance sheet date
Lump sums 465 12
fnstalnients 29 4
494 16
From 2 to 5 years 48 164
Fromi | to 2 years 14 715
Total due after more than one year 556 895
Total due within one year 580 1,232
1,136 2,127
Aggregate amount of [oans repayable by instalnients
any of which fall due after 5 years 56 4
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21 PROVISIONS FOR LIABILITIES AND CHARGES

Reorganisation,

environmental,

Employee  and other

benefits *  provisions

GROUP Lm L

At beginning of year 142 277
Profit and loss account 41 20
Net amounts paid or becoming surrent (48) (53)
Other movements, including exchange 13 6

Atend of year 148 250

* Includes provisions for unfunded pension costs (Note 38)

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

CALLED-UP SHARE CAPITAL OF PARENT COMPANY

Allotted, called-up

Aithorized and fully paid

1993 1293 1992

Lmn Lm Am

Ordinary Shares (25p each) 236 236 -
Unissued Ordinary Shares {25p each)} 64

300 236

At 31 December 1992 the issued share capital of the Company comprised 2 Ordinary Shares of 1 cach
and the autherized share capital was 100,600 Ordinary Shares of £1 each. On 15 February 1993, 49,998
Ordinary Shares of 1 each were allotted by the Company to enable it to obtain 2 certificate to commence
business under Section 117 Companies Act 1985, On 20 April 1993 the authorized share capital wus
increased to £300m and the authorized and issued share capital was sub-divided inte Ordinary Shares of
25p each.

The number of Ordinary Shares issued during the year totalled 945,483,692, comprising issues in respect of
demerger 720,002,296, rights issuc 225,000,720 and the exercise of options 430,676.

The 225 million Zeneca rights shares issucd by the Company on demerger were allotted on the basis of 5
Zencea rights shares for every 16 Zenecea demerger shares, at a price of £6.00 per Zeneea nights share,
Underwriting conumissions and offering expenses associated with the rights issue amounted to £40 million.
Share premium of £1,255m, net of costs written off, arose on the transaction.

At 31 December 1993 there were options outstanding in respect of 2,855,255 Ordinary Shares of 25p
under the Company's Senicr Staff’ Share Option Scheme (1992 nil) normally exercisable in the period 1994
to 2003 at subscription prices of £2.87 (1984 reference price) to £7.30 (1987 reference price}. Options
granted included “A” options. The Scheme rules enabled the Remuncration and Nomination Committee
to have regard to a « options under the 1CI Senior Stafl Share Option Schemes which had been rencunced
and to fix the pri= md cxercise period of the "A" options by reference to such ICI options. The weighted
average subscription price of options outstanding at 31 December 1993 was £5.67.

Options granted to directors are shown in Note 35,

During 1993 movements in the number of shares under option comprised new options issued 3,335,931,
options exercised 480,676, and options lapsed or waived nil. At the end of 1993 therc were 25,028,580
shares available for the granting of options,

v o 1 ibh d iy L e
wrt .r;a i “.-;,- ) ;{_




23 RESERVES

Share Cocdwill Profit  Associated
premivm Merger  and other  and loss under- 1993 1992
aount reserve reseryres account takings Total Toial
GROUP A Lm L Lm At Lm Lm
Roaserves attributable to
parent company
At beginning of year - i28 (1,101) 827 21 {125) 81
Profit retained for year 122 (12) 110 (299)
Amounts taken ditect to reserves
Share premiums 1,266 1,256 -
Goodwill (ner) 13 - 1 -
Exchange adjusmments (4) {31) - (35) 93
Capitalization of pre-demerger debt 157 157 -
Other movements (8 - (8) -
1,256 157 7 (39 - 1,381 93
Share premium transfer {1,255) 1,255
At end of year 1 285 161 $10 9 1,366  (125)

In the Group accounts, £24m (1992 nil} of net exchange losses on foreign currency loans in 1993 have
been offsct in reserves against exchange gains on the net investment in overseas subsidiaries and associated
undercakings.

The movement in goodwill includes £9m of goodwill written off on the acquisition of a new subsidiary
and £20m relating to goodwill transferred to the profit and loss account on the disposal of subsidiaries.

The cumulative amount of goodwill resulting from acquisitions prior to 31 December 1993, net of
goodwill attributable to subsidiary undertakings or businesses disposed of prior to 31 December 1993,
amounted to £1,094m (1992 £1,101m) derived by calculating the amount of historic goodwill in the
currency of acquisition, at year end rates of exchange.

There are no significant statutery or contractual restrictions on the distribution of current profits of
subsidiary or associated undertakings; undistributed profits of prior years are, in the main, permanently
cmployed in the businesses of these companies. The undistributed profits of Group companics overseas may
be liable to overseas taxes and/ar UK taxation (after aliowing for double taxation relief) if they were to be
distribured as dividends

In accordance with the special resolution passed by the Company on 20 April 1993, subsequently
confirmed by court order, the share premium generated by the June rights issue of £1,255m was cancelled
and transferred to a special reserve included befov' as “other” reserves in the Company's balance sheet, The
special reserve is available for writing off goodwill arising on consolidation and, subject to guarantees given
to preserve the rights of creditors as at the date of the court order, is available for distribution. In the
Group balance sheet goodwill generated from the acquisition of various businesses which at 1 January 1993
amounted to £1,101m, at 1992 year end rates of exchange, has been offset against this reserve,

The movement of £157m on the merger reserve relates to the final Zeneca Limited capitalization step
which arose on 14 April 1993, In the Listing Particulars this was treated as o 1992 transaction; in the
statutory accounts this transaction has been recorded on the date it occurred (see Note 2).

Share Profit
premisim and loss 1993 1992
accott Otlier  account Total Total
COMPANY Ln Lm Lm Lm L

Reserves

At beginning of year - - - - -
Profit retained for year il 11 -
Share premiums 1,256 1,256 -
Share premium transfer (1,255) 1,255

At end of year 1 1,255 1 1,267 -

As permitted by scction 230 of the Companies Act 1985, the Company has not presented its profit and loss
account.
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RECONCILIATION OF MOVEMENTS IN NET ASSETS/SHAREHOLDERS' FUNDS

1983 i992
A Lm
Net profit for the financnal year 440 &0
Dividends/distributions and ezansters to che [CI Group (330) {379)
130 (299)
[ssues of Zeneca Ordinary Shares 1,312 -
Goodwill on acquisitions/disposals 11 -
Fareign currency transtation differences and
recognised exchange gains and losses (net) (35) 2
Merger resecve on capitalization of debt 157 -
Qrher movements (8) -
Nec addition to net assets/sharcholders’ funds 1,547 {206)
Net assets/sharcholders’ funds at beginning of year 55 261
Net assets/sharcholders’ funds 2~ end of year 1,602 55
NET CASH INPLOW FROM TRADING OPERATIONS
1993 1942
Lm A
Trading profit 713 283
Exceptional items within trading profit - 304
Trading profit before exceptional iterss 713 547
Depreciation 172 160
Stocks decrease (increase) 51 (34)
Debtors increase {198) (13
Creditors increase 216 57
Other non-cash movements, including exchange 20 (41)
974 716

OUTFLOW RELATED TO EXCEPTIONAL ITEMS

This includes expenditure charged to exceptional provisions relating to business vationalisation and
restructuring and for sale or closure of operations, including severance and other employee costs, plant
demolition and site clearance. The major part of the 1993 expenditure relates to provisions raised in 1992,

INTEREST AND DIVIDENDS RECEIVED

1993 1992

Am Lm

Interest received 66 37
Dividends received from equity accounted associated undertakings 16 3
Other dividends received 1 -
83 40




28 ACQUISITIONS AND NEW FIXED ASSET INVESTMENTS

1793 1892
Acguisitions and now fixed asset investments £Lm Lm
Acquisitions of subsidiary underukings involving
Fixed assets 3 1
Current assars 16 2
Total Liabilities {10) N
Net assets of substdiary undertakings acquired 9 2
Goadwill 9 -~
Fair value of considenation for subsidiary underntakings 18 2
Investment in equity accounted undertakings 4 -
22 2
Consideration for acquisitions and mew investmments
Cash and cash equivalents acquired 4 -
Deferred consideration and non-cash consideration 1 -
Net cash investmens 17 2
22 2

Fixed and current assets are adjusted to fair value on external valuations and internal reviews; provisions for
closure are made where appropriate, The acquisition of 50% of the shareholding not already owned in
Agrochemicals joint venture company, ICl-Zeltia, S.A, for 2 consideration of £17m was effected on 22
December 1993,

29 DISPOSALS

1893 1992
Lm Lm
Disposals in the year resulted in the following net asset movements
Tangible fixed asscts at 3
Investments in participating interests 1 4
Orther net current assets 16 20
Creditors due after more than one year - 4
Provisions for liabilities and charges )] (3}
Minority interests - 2
47 50
Goodwill 20 1
Profit and loss account - Ordinary activities (3) (2
— Exceptional items 15 55
79 104
Satisfied by
Cash consideration 74 104
Other consideration 1 -
Deferred consideration 4 -
79 104

The cash consideration for disposals in 1993 includes £58m {1992 £57m) with respect to items accounted
for as exceptional items in the current and previous years. The cash consideration for disposals includes
Lnil (1992 L3m}) relating to equity accounted participating interests, Apart from the disposal proceeds, the
contriburion of the divested businesses and subsidiary undertakings to the cash flows was not material.

30 SHORT-TERM INVESTMENTS AND DEPOSITS

Insurapce Habalities within the Group's 51% owned insurance subsidiaries are actively matchied by the
, P \ Y Y
purchase and sale of short-term investments and deposits,
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+¥ CHANGES IN FINANCING DURING THE YEAR

Shers  Amounts
Share  premium  due to the  Exemsl  Finance  Shorttenn

capiral  account ICI Group loans leases borrowings™ Tatal

Lm Lm Lm Am Lm Lm Lm

At beginning of 1992 180%* - 1,783 102 & - 2078
Exchange adjustmentes 71 18 3 - 92
New finance - - 134 12 - 2 148
Finance repaid - (81) 2 {5) (88)
Non—cash moverens?! 92 - - - 92
Other movements - (4 3 3 ]
At beginning of 1993 180 - 2,080 47 10 - 2,317
Exchange adjustments 16 9 - 1 26
New finance 56 1,256 - 524 4 1,840
Finance repaid {1,364) (12) &)} - {1,379)
Costs of loan issucs ¥)] {7
Other movements { 1,255)* (157) 2 - {1,410
At 31 December 1993 236 1 875 561 9 5 1,387

# Amount of short-term ba rrowings repayable more than 3 months from date of advance.
*+ Merger accounting for 720 million demerger shares at 25 penee each.

T Non-cash movements represent allocated interest from the ICT Group {net of tax relief) on the
indebtedness assumed by Zeneca prior ta demerger.

* Share pr mium generated by the June 1993 rights issue has been transferred to a special reserve (see Note 23).

32 CASH AMD CASH EQUIVALENTS

1993 1992
Lm Lm
Balance of cash and cash equivalents
Cash 124 103
Luvestments and shart-tenn deposits which were within 3 months
of maturity when acquired 790 202
914 305
Short-term borrowings repayable within 3 months from date of
advance (sec Note 18) (96) (149)
818 156
Change in the balance of cash and cash egnivalents
At beginning of year 156 157
Exchange adjustinents (6) (21)
Cash inflow for year 668 20
At end of year 818 156

Casch and cash equivalents comprise cash, investments and short-term deposits which were within 3 months
of maturity when acquired and short-term borrowings repayable within 3 months of their advance. The
balance sheet headings for short-term borrowings and short-term investments include amouunts with a
maturity, at the year end date, of less than one year,

Included in cash and cash cquivalents are amounts toulling £171m (1992 £201m) held by the Group’s 51
per cent owned insurance subsidiaries, of which £79m (1992 £106m) is required to meet insurance
solvency requirements and which, as a result, are not readily available for the general purposes of the
Group.
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LEASES

The toral rennals under operating leases, charged as an expense in the profit and loss zccount, are disclosed
below.

1993 1992

Lm Lm

Hire of plant and machin.zy 6 6
Other 29 2%
35 az

Commitments under leases to pay rentals during the years following the year of these accounts are given in
the table below, analysed according to the pericd in which each lease expires.

Obligations under operating leases comprise
Land and buildings

Expiring within 1 year 1 1
Expiring in years 2t0 5 3 5
Expiring therealter 4 2
8 8
Other assets
Expiring within 1 year 4 3
Expiring in years 210 5 12 10
Expiring thereafter - 1
16 14
Obligations under finance leases comprise
Rentals due within 1 year 4 3
Rentals due in years 2 to 5 5 9
R.entals due thereafter 2 7
Less interest element {2) {9
9 10

Obligations under finance leases are included in other creditors (Note 19).

The Group had no commitments under finance leases at the balance sheet date which were due to
commence theresfter,

EMPLOYEE COSTS

The average number of people employed by the Group in 1993 was 32,300 (1992 33,900) and the costs
incurred during the year in respect of these employees were:

1993 1992

Lm A

Salarics 820 768
Social security costs 104 93
Pension costs 85 75
Other employment costs 51 52

1,060 988
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35 DIRECTORS" INTERESTS M SHARES AND DEBENTURES

The interests at 31 December 1993 of the persons who on that date were disectors (including the nterests
of their familics} in shares and debentures of the Company and 1ts subsidiaries, zr¢ shown below. All of the
directors fisced below were appointed duning the year, and none held shares it the Company at the date of
their appomntment. In cominon with al} other ICI shareholders shares in the Company were aflotted to the
dizectors on 1 June 1993 based on their [C] shareholdings at that date.

J. D. F. Barnes

Lord Chilver

P. Doyle

Sir Richard Greenbury
Sir Denys Henderson
Miss G, M. Lewis

J. C. Mayo

Sir Jeremy Morse

A. 1. H. Pink

A.T. G. Rodgers

T. H. Wyman

Allotted o demerger
1 June 19873

2,813
1,000
3,386

500

21,274

1,819
430
600

500

Total fnterest in
Ordinary Shares at
31 Deremther 1993

18,091
1,312
8,444

500

33,586

500

-

During the period | January 1994 to 3 March 1994 there was no change in the interests of directors shown
in this note.
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35 DIRECTORS® INTERESTS IN SHARES AND DEBENTURES (continued)

QOptions to subsenbe for Ordinary Shares granted to and exercised by directors during 1993 are included i the

table befaw:
Total npumber
Exercise Exercise of shares
“A” Qptions price  Options price  Last date  Options under option
granted™  per share granted  per share  exenisable  exercised at 31 Dec 1993
1. D, E. Barnes 35,605 471p 01,04.56
27,767 485p 09,0996
77,498 568p 28.03.99
28,596 526p 27.03.00
18,425 498p 23.06.00
6,626 664p 27.05.02
43,000 630p  23.06.03 nil 237,517
B, Doyle 24,012 471p 01.04.96
72,111 568p 28.03.99
23,200 588p 30.05.99
26,317 326p 27.03.00
16,148 498p nil 23.06.00 nil 161,788
Sir Denys Henderson 40,469 4Mp 01.04.96
14,401 485p 09.09.96
17,812 730p 01.09.97
41,340 568p 28.03.99
18,535 S588p 30.05.99
27,664 526p 27.03.00
20,081 498p 23.06.00
7,454 664p nil 27.05.02 nil 187,760
J. C. Mayo 104,487 574p 23.06.00
24,200 630p 23.06.03 nil 128,687
&, L. H. Pink 34,727 568p 28.03.99
31,278 588y 30.05.99
24,663 620p 30.08.99
13,469 526p 27.03.00
12,421 498p 23.06.00
1,035 66dp 27.05.02
21,300 630p  23.06.03 nil 138,893
A. T, G. Rodgers 5,387 485p 09.09.96
50,768 568p 28,03.99
19,057 588p 30.05.99
16,787 G20p 30.08.99
5,215 526p 27.03.00
45,132 498p 23.06,00
414 664p 27.05.02
106 630p 23.06.03 nil 142,860

* Options granted under the Company's Senior Staff’ Share Option Scheme include “A™ options. The
Company has znsured that participants in the Scheme who were formerly members of the ICI Senior
Staff Share Option Schemes will not enjoy any advantage or suffer any disadvantage as a result of the
demarger.
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36 EMOLUMENTS OF DIRECTORS

The remuneration and bonuses of the executive directors are decided by the Remuneration and
Nommaton Cemmittee comprised entirely of non-executive directors. The reward structure in 1993
wncluded provision for a banus related to the achievement of cestain performance related profit and cash
targets. Addinonally in recognition of the contribution of exccutive directors tn accomphshing the
demerger from I spectal bonuses were paid,

The total emoluments of the directors of the Company for the period from their appointment in February
1993 to the end of the year are sct out below. There were no emolumzants paid to, or peasion
contributions paid in respect of, the dircctors for the year ended 31 December 1292,

Contribugions to

Emoluments for 1993 Remineration Bonnses Fees Pension Fupd Total

4000 L'ooo L7000 L0000 L'000
Chaunman 248 80 - - 324
Highest paid director 300 72 - 1 373
Orher directors g2z 151 108 141 1,222
Total 1,366 303 108 142 1,919

Some directors were granted options to subscribe for Ordinary Shaves under the Company's existing Senior
Staff Share Option Scheme (Note 35). No director had a service contract with a notice period greater than
three years,

From 1994 onwards the executive directors will be entitled to participate in a bonus scheme to be
established by the Company with bonuses principally based initiallv on the performance of tne Group
against profit targets set each year by the Remonenation and Nomination Committee. As part of the policy
of encouraging long term share ownership in the Company, 50% or the bonus will be taken in Ordinary
Shares in the Company and the remainder may be taken in cash or shares. Bonus taken in shares will be
matched by an equivalent contribution of shares by the Cempany and will be retained in the scheme for
four years, In addition, Executive Directors may also be eligible to participate in 2 new share nption
scheme te be established by the Company, subject to sharcholder approval at the Annual General Meeting
on 6 May 1994 and to the approval of the Inland Revenue, under which they would be granted options to
subscribe for Ordinary Shares in the Company. This will replace the existing Senior Staff Share Option
Schemey exercise of optiuns unde: the new scheme will be subjeet however to the satisfaction of a
performance condition by the Company.

The table which follows shows the number of directors of the Company whose emolumenis excluding
Company pension contributions during the period from appointment to the end of the year were within
the bands stated,

Emaluments Number

£15,001 = 20,000 4
£35,001 — 40,000
£230,001 - 235,000
£250,001 — 255,000
£320,001 — 325,000
£370,001 ~ 375,000

Ll A (I

All of the dircctors whose emoluments are shown above were directors for part of the year only, i.e. from
the dates of their appointment in FPebruary. £383,000 of the tota) emoluments shown above, including
4114,000 in respect of emoluments of the Chairman and £104,000 in respect of the highest paid director
have also been reported by ICL, in compliance with statutory reporting requirements,




37 COMMITMENTS AND CONTINGENT LIABILITIES

Group
1893 1892
Lm Im
Commitments for capital expenditire not pravided

for in these accounts (including acquisitions}
Contracts placed for future expendiare 101 83
Expenditure suthorized bt not yet contracted 154 141
255 224

e

Guarantees and contingencies arising in the ordinary course of business, for which no security has been
given, are not expected to result in any material financial foss.

At 3t December $993, Zeneca had outstanding forward foreign exchange corirssts to scll currency with
noatinal principal amounts of L£442m {1992 £438m), The contracts were taken out with commercial banks
for the purpose of hedging cutrency transaction exposures which existed as the date of vhe halance sheet.
The majority of the contracts had a maturity of six months or less from that date,

Zeneca has also entered into forward foreign sxchange and curreney aption contracts to hedge anticipated,
bue not firmly commatted, foreign curenney transactions for 1994, The contracts were taken out with
commercial banks. At 31 December 1993, Zeneca had onwtanding forward foreign exchange contracts to
sell currency with a notional principal valve of £213m (1992 £66m) equivalem, and currency option
contracts to sell with & notional principal value of £160m (1992 [394m) zquivaleni. Gains and losses on
these foreign currency transactions are recognised in income in the same period as the hedged transaction.

At 31 Deceniber 1993, the Group had ousstanding interest ratc swaps with potional principal values of
L242m (1992 £nil).

Zeueca has environmental lisbilities at some currently or formerly owned, leased and third party sites in the
US. Zeneea, or its indemnitees, have been named under US legislation as 1 potentially responsible party
(EREP) in respect of a considerable number of sites (although Zeneca expects to be indemnified against
liabilities associated with cerwmin 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 is a PRP. Stuuffer
Management Company, 2 subsidiary of the Company, established in 1987 to own and manage certain assets
and Habilities of Stauffer Chemical Company, which was acquired that year, has identified a number of
environmentally impaired sites for which it may have responsibility that will, in agpregate, require
sipnificant expenditure on clean-up and monitoring,

The requirement in the future for Zenecca ultimately to take action to correct the effects on the
environment of prior disposal or release of chemical substances by Zensez or other parties, and its cost,
pursuant to environmeneal laws and regulations, is inherently difficult to estimate, The Group has
provisians at 31 December 1993 in respect of such costs in accordance with the accounting policy on page
38. Althongh there can be no assurance, managetnent believes that, teking aceount of these provisions, the
cost of addressing currently identified environmenta) ebligations, as Zeneca currently vicws these
obligations, is unlikely to impair materiztly Zeneca's finaneial position. Such contingent costs, to the extent
that they exceed applicable provisions, could have a material adverse cffect on Zeneca’s resulis of
operations for the relevant period.

Zeneea is also invelved in various other legal proceedings of a nature cansidered typical to its businesses,
including litigation relating to product liability, infringements of intellectual property rights and validicy of
certain patents,

In the US, and to a {esser extent in some other countries, Zencca’s employment practices include the
prevision of fealthcare and [ife insurance benefits for retired employces. Somie 5,700 retired employees
currently benefit from these provisions, and some 9,800 current empluyses will be cligible on retirement,
The benefits are currently accounted for on a cash paid basis which resulted in an annual charge ra profits
of same £5m in 1993, in the UK a new accounting standard effective front | January 1994 requires the
accrual of the present value of such retirce benefit obligations over the working life of the employee, This
standard will be adopted in the UK accounts for the year ended 31 December 1994, ¢ is estimated thar the
unprovided obligation for Zeneca at the end of (993, calculated in accordance with the new standard,
amounts to some £ 103m gross which will be charged directly to reserves in 1994, It is also estimated chat,
apart from accounting for this unprovided inidal liabilicy, the {mplementacion of acerual accounting wild
reduce profic before tax by some £9%m per annum,
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Notes relating to the accounts

37 COMMITMENTS AND CONTINGENT LIABILITIES (continaed)

38

39

ICI and Zencca have agreed, with effect from 1 January 1993, to indemnify each other, subject to certamn
Iimitations, against certain actual and contingene liabilities associated with the businesses allocated 1o them
in connection with the reorganisation of the ICI Group that was undertaken in contemplation of the
demerger. The broad principle underdying chese indemnities is to ensure that legal effect is given to the
principles upon which it was ajreed that assets and liabilities should be divided between [CI and Zeneca,
The arcangements cover a range of matters including Hability for breach of warranties and indermmties
relating to past disposals of businesses and companies, liabilities arising in respect of current and former
employces, environmental liabilities, product liabilities, obligations arising under restrictive covenants, the
allocation of liabilitiss and expenses arising from the restructuring and certain tax liabilities, No claims or
payments have been made under these indemaities at the date of these accounts,

PENSION COSTS

The Company, and meost of its subsidiaries, operate or participate in retirement plans which cover the
majority of emple-yees {including directors} in the Group, These plans are generally of the defined benefit
type under which benefits are based on employees’ years of service and average final remuneration and are
funded through separate trustec-administered funds.

In che UK, where the largest group of employees is located, pension provision is currently made through
the participation of ZENECA Limited in the [CI Pension Fund, This position, which fonmed part of the
arrangements for the demerger of Zeneca from the 1CI Group, will continue untit 31 March 1994,
ZENECA Limited will establish 1 new pension fund, with effect from 1 April 1994, 10 take over from the
ICI Fund the liabilities and the related fund assets of Zencea's active members, and the deferred pensioners
and pensioners whose last employment was with a Zeneea business. The Group pension statistics given
below include the actuary's estimate of ZENECA Limited's share at 31 March 1993 of the [CI Pension
Fund, applied to the ICI Pension Fund statistics at the time of the Fund’s last triennial valuation at
1 April 1992, No interim review of the [CI Pension Fund was carried out in 1993, bur a full actuarial
review of the new Zeneca Pension Fund will take place as ac 1 April 1994,

Somec overseas pension schemes have also been split to take account of the demerger of Zeneea from [Cl
and again the statistics below refer to the proportion of the relevant schemes relating to Zeneea.

With regard to the main plans in which the Group participates, formal z2ctuarial valuations are undertaken
triennially ¢ n varying dates. The actuarial assumptions used to ealeulate the value of the past service
liabilitics of the Group's pension plans vary according to the ecconomic conditions of the country in which
they are situated and relate to the latest actuarial valuations of the plans. The weighted average discount
rate used in determining the actuarial present values of the benefit obligations was 9.1 per cent. The
weighted average expected long-term rate of the return on investments was 9.3 per cent. The weighted
average rate of increase of future earnings was 6.8 per cent. After allowing for future increases in carnings
and pensions, 94 per cent of the benefit obligation that had accrued to members at the valuation dates was
covered by the actuarial value of the assets of the plans, as they reiate to Zeneea, and by the value of
provisions set aside in subsidizry companies accounts at the same daces. The contribution rate paid by the
Company to the major plan was increased in line with actuarial advice following the last formal review.
The market value of the fund assets of the main plans, ¢t the most recent valuation dates and as they rchite
to Zeneca, was £1,525m,

The toral pension cost for the Group for 1993 was £85m (1992 £75m). In Zeneca's Group balance sheet at
31 December 1993, accrued pension costs amounted to £31m (1992 £23m) and are included in other
creditors (Note 19); provisions for the benefit obligations of 3 small number of unfunded plans amounted
to £101m (1992 £103m) and are included in provisions for employee benefits (Note 21). Prepaid pension
costs amounting ta £13m (1992 £14m) are included in debtors (Note 16),

STATUTORY AND OTHER INFORMATION

Included in debtors is an interest free loan of £37,000 to onc officer of the Company. This loan is provided
in accordance with the Company's policy of providing houvsing ausistance to staff who have been transferred.

Prior to his appointment as a Director of the Company on 24 February 1993, Mr A I. H. Pink was in receipt
of interest free housing finance from the Company of £30,000 in connection with a Company initiated
employment move. The loan which existed at 31 December 1992 was repaid in full by 31 March 1993.

Remuneration of anditprs charged in the Group accounts for 1993 was £2.1m (1992 £1.8m); fees paid to the
auditors of the parent Company for services other than statutory audit supplied to the Company and its UK
subsidiaries in 1993 were £,1.3m (1992 £,1.9m), and to the rest of the Group worldwide were £0.6m (1992 £0.4m).
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Principal subsidiary undertakings

At 31 December 1993

United Kingdom

Zenee: Limited
England

IC Insurance Limited
England

Continental Europe

Zeneca Holding GmbH
Genmany

Stauffer Chemical B.V.
The Netherlands

Thke Americas

Zeneca Heldings Inc
Usa

{PR Pharmaceuticals Inc
Puerto Rico

Asia Pacific

Zeneea Yakuhin K.K.
Japan

Zensea KK,

Japan

# shares held indireetly

Class of capital

Ordinary

Ordinary

Crdinary

Conunon

Comnmion

Common

Ordinary

Ordinary

Percentage of
shure capital held

100

51#

lo0#

100#

100#

100#

60#

100#

Principal activity

Manufacture of phanmaceuticals,
agrochemicals, specialty chemicals and
processing of seeds; merchanting

of Zencea products

Insurance and reinsurance underwriting

Manufacture of pharmaceuticals,
agrochemicals and specialty chemicals;
merchanting of Zeneca products

Manufacture of agrochemicals

Manufaeruze of pharmaceaticals,
agrochemicals, specialty chemicals
and processing of sceds; merchanting
of Zeneca products

Manufaceure of pharmaceuticals

Merchanting of phannaceutical products

Manufacture of phaimaceuticals;
merchanting of Zeneca products

The country of principal operations and regstration or incorporation is stated below each company.
The accounting dates of principal subsidiary undermkings are 31 December.

Zeneca operates through 179 subsidiary companies, Produces are manufactured in 25 ¢omntries weridwide and
are sold in well over 100 countrics.
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Group financia} record

For the years ended 31 December

Turnover and profits
Turnover

L

4,440

Trading profit before exceptional items
Exceptional items charged to tra ding profic

713

p=)

Trading profit after exceptional items
Profit on ordinary activities before interest
Net interest payable

713
730
{88)

Profit on ordinary activities betore taxation

642

Net profit for the financial year
Dividends paid to sharcholders

540
{260)

Return on sales
Trading profit before exceptional items
as a percentage of sales

15.7%

17.4%

16.1%

Statement of net assets/Balance sheet
Tangible fixed assets

Investmients in participating intevests
Current assets

1,295
29
1,917

1,357
28
2,083

1,859
33
2,488

1,684

26

3,252

Toctal assets
Creditors due within one year

3,241
(916

3,468
(993)

4,080
(2,617)

4,962
{(2,303)

Total assets less current liabilities

2,325

2,475

1,463

2,659

Creditors due after more than one year
Provisions for liabilities and charges
Minority equity interests

INet assets/shareholders’ equity

1,890
238
58
139

1,910
232
72
261

932
419
57
55

587
398
72
1,602

2,325

2ZATS

1,463

2,659

Capital gearing

Net debt as 2 percentage of sharcholders’ funds

n/a

n/a

n/a

11.7%

The Statcments of net assets/Balance sheets shown above for 1990, 1991 and 1992, taken from the Listing
Parciculars issued on 12 May 1993, have been adjusted for che capitalization of debt of £157m which occurred
on i4 April 1993 and the grossing up of current assets and eurrent liabilities for insurance linbilities covered by
reinsurance contracts (sse Note 2 of Notes relating to the accounts).

Cash flow
Net. cash inflow from operating activities 726

Net cash inflow before investing and financing
Net cash outflow from investing activities (109)
Net cash (outflow) inflow from financing (140)

Increase in cash and cash equivalents 21




Zeneca share information

1993
Ordinary Shares in issus - millions
At year end 945
Weighted average for year 850
Stock Maxket price « per 25p Ordinary Share Pence
Highest 841.5
Lowest 594.5
At year end £40.5
Earnings per 25p Ordinary Share before exceptional items 50.0
Earnings per 25p Ordinary Share 51.7
Dividends (net of tax credit) 27.5

Additional information for US investors

DIFFERENCES BETWEEN UNITED KINGDOM AND UNITED STATES ACCCGUNTING
PRINCIPLES

The Guoup’s financial statements are prepared in accordance with generally accepied accounting principles
applicable in the United Kingdom (UK GAAP), which differ in certain significant respects from those
applicable in the United States (US GAAP). The following are the main differences which are relevant to the
Group’s financial statements.

Deferred taxation

Deferred taxation is provided on a full liability basis under US GAAP; in the UK no provision is made for
taxation deferred by reliefs unless there is reasonable evidence that such deferred wavation will be payable in the
foresceable future,

Capitalization of interest

Interest incarred as part of the cost of constructing fixed assets is capitalized and amortized over the life of the
asset under US GAAP. In accordance with commeon UK practice, Zeneca does not capitalize such interest in its
financial statements.

Post~retirement benefits

US GAAP requires employers to accrue for the expected cost of providing post-retirement benefits other than
pensions (principally health care benefits) during the years that employees render the necessary qualifying
service. UK GAAP will introduce similar requirements with cffect from | January 1994,

FPension expense

UK und US pension expense accounting standards differ notably in the permitted valuation methods and in the
way surpluses and daficits are accounted for, in addition, under UK GAAP assets are 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 methed is capitalized and
amortized over its estimated usefial lifz. Goodwill is amortized using the straight line method over periods up
to 40 years. Goodwill is computed under US GAAP after ascribing fair values ¢o all assets acquired including
identifiable intangible assets, which are amortized over their useful 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 incoine retained and other reserves,

Dividends

Under UK GAAP ordinary share dividends proposed are provided for in the year in respect of which they are
recommended by the Board of directors for approval by the sharcholders. Under US GAAY such dividends are
not provided for until declared by the Board,

65




Additional information for US investors (continued)

Statemnent of consclidated income and balance sheet

Sct out below s 2 summanised version of the UK GAAP financial statements usng a format and terminology
customaty in the USA. These have been prepared from, and should be read in compunction with, the audired
results of the Group and in particnlar Note 2 which sets out the basis of consolidation and presentation, Each
statemente is followed by details of the adjustments necessary to restate net income and sharcholders equity to
US GAAP. For convenience only, sterling figures bave been translated inte US dollars at the 31 December
1993 fate of 1 = 51.48.

Year ended 31 December

SUMMARISED INCOME STATEMENT 1933 1992 1993 1992
Lm Lm fm m
Sales 4,440 3,979 6,571 5,889
Openting income 713 283 1,055 419
Income from ordinary activities before interest 730 254 1,080 376
Nat interest expense (38) (152) (130) (225)
Income from ordinary activities before taxation 642 12 950 151
Taxes on income from ordinary activities (199) (10) (280) {13)
Income from ordinary acrivities wfter raxation 453 92 670 136
[ncome attributable to minorities (13) (12} (19 {18)
Net income (UK GAAYP) 440 80 651 118

Adjustments to conform to US GAAP

Deferred taxation 9 {9 13 (13)
Capitafization, less disposals and amortization of interest - 13 - 19
Pension expense (33) {9} (48) (13)
Post-retirement benefits (14) - (21) -

Purchase accounting adjustments, including
goodwill and intngibles {48) {70) {71) (104)
Unrealised gains on foreign exchange 7 6 10 9
361 11 534 16

Cumulative post-tax effect ta 1 January 1993 of edopting
SFAS No. 106 “Employers’ Accounting for Post-Ketirement

Benefits other than Pensions” (81) - (120) -
Cumulative cffect to 1 January 1993 of adopting SFAS No. 109

“ Accounting for Income Taxes” 76 - 113 -
Net income in accordance with US GAAP 356 11 527 16
Net income (UK GAAP) per Ordinary Share 51.7p 10.8p $0.77 $0.16
Net income {UK GAAP) per American

Depositaty Share (ADS) ¥ 155.1p 32.4p $2.30 $0.48
Dividends per 25p Ordinary Share 27.5p
Dividends per ADS* $1.83

# Three Zeneca Ordinary Shares arc represented by cach ADS.

% The current income tax convention between the UK and the USA includes provisions which entitle
qualifying US resident ADS holders to a refund of the UK tax credit of 20/80ths attaching to the dividend less
a 15% withholdmg tax chary.u on the sum of the dividend and the credit, Subject to certain limitations the
withholding tax may be offset against US federal taxes on certain overseas income, For ADS holders able to
benefit fully under these arrangements the dividend of 27.5 pence per Ordinary Share would represent $1.53
per ADS using the conversion rate of [1 = $1.48, The UK tx credit of 20/80ths is based on the lower mate of
income tax prevailing in the UK on 3 March 1994, the date on which the Zeneca Group audired financial
statements were signed.




Additiona! information for US investors (continued)

Year ended 31 December

SUMMARISED CONSOLIDATED BALANCE SHEET 199 1992 1983 1992
a Lm 1 1
UK Basis
Assets
Current assets
Cash and marketable securities 1,049 418 1,553 619
Reeceivables 1,427 1,234 2,112 1,826
Inventories 776 836 1,148 1,237
Totl current assets 3,252 2,488 4,813 3,682
Other assets: non-current investments 26 33 39 49
Property, plant and cquipment (net of depreciation) 1,684 1,559 2,492 2,307
Total assets 4,962 4,080 7,344 6,038

Liabilities and sharcholders’ equity
Current liabilities

Accounts payable and accrued liabilitics 1,622 1,236 2,401 1,829
Shortt term debt 10t 149 149 220
Long term debt due within one year 5 11 7 16
Amotnts due to the ICI Group 575 1,221 851 1,808
Totwl current liabilities 2,303 2,617 3,408 3,873
Long term debt not due within one year 356 36 823 53
Orhe " abilities and deferred income 429 456 635 675
Amaeats dae to the [CI Group ~ 859 - 1,271
Minority interests 72 57 107 85
Sharcholders’ equitv/net assets 1,602 55 2,371 81
{ssucd Shares 236 180 349 266
Premiums paid in excess of par value 1 - 1 -
Merger reserve 285 128 422 189
Income retained and other reserves 1,080 {253) 1,590 (374)
Total liabilities and shareholders’ equity (UK basis) 4,962 4,080 7,344 6,038
Total shareholders’ equity (UK basis) 1,602 35 2,371 g1

Adjustments to conform to US GAAP

Deferred taxation (22) (132) (32) (195)
Capitalization, less disposals and amortization of interest 103 103 152 152
Pension expense (33) - (49) -
Post-retirement benefits {147} - @ -

Purchase accounting adjustinents, including
goodwill and intangibles 725 730 1,073 1,081
Dividend 161 - 238 -
Unrealised gains on foreign exchange 7 - 10 -
794 701 1,175 038

Shareholders’ equity in accordance
with US GAAP 2,396 756 3,546 1,119
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