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34 Corporate governance

The Group is committed to high standards of corporate
governance. The Board is accountable to the Company’s
shareholders for good governance and this statement describes
how the relevant principles of governance are applied to the
Company.

The IC| Board currently comprises the Chairman, the Chief
Executive, three other Executive Directors and five independent
Non-Executive Directors. Their biographies appear on page 32.
These demonstrate a range of husiness, financial and global
experience, which is vital to the successful direction of a muiti-
national company.

All Directors are equally accountable under the law for the proper
stewardship of the Company's affairs. The Non-Executive
Directors have a particular responsibility to ensure that the
strategies proposed by Executive Directors are fully discussed and
critically examined, not only against the best long-term interests of
shareholders, but also to ensure that they take proper account of
the interests of employees, customers, suppliers and the many
communities within which ICI Is represented. The Non-Executive
Directors also test fully the operational performance of the whole
Group.

To enable them to do this all Directors have full and timely access
to all relevant information. The Board meets eight times a year and
there is frequent contact between meetings to progress the
Company's business.

The Non-Executive Directors fuifil 2 vital role in corporate
accountability. The remits and memberships of the three relevant
Board Committees are set out on the following page. The
Remuneration and Nomination Committee and the Audit
Committee comprise solely Non-Executive Directors.

Remuneration and Nomination Committee

Executive Directors are in attendance at the Remuneration and
Nomination Committee for appropriate items but are always
excluded when their own performance and remuneration are under
review. The Company Chairman is not a member of the
Remuneration and Nomination Committee except when it meets
as the Nomination Committee. He attends all remuneration
discussions except when his own position is being discussed. The
Company Chairman from time to time promotes discussion with
the Executive Directors about Non-Executive Directors'
remuneration based on full external comparisons. Any
recommendations are laid before the full Beard. For 1998 Non-
Executive Directors are being offered for the first time the option
of taking part of their remuneration in the Company's shares.

The Chairman of the Remuneration and Nomination Committes,
currently Sir Roger Hurn, acts as the Company's lead Non-
Executive Director. In this position he promotes discussion at
appropriate times about the Gompany chairmanship and
succession to it.

The Non-Executive Directors normally meet twice a year with the
Chairman and Chief Executive to discuss Board and individual
Directors' performance and succession plans. At appropriate
times the Chief Executive and then the Chairman absent
themselves so their performance can be assessed. The final
discussion is led by the Chairman of the Remuneration and
Nomination Committee and there is feedback to individuals.

Appointments to Executive Director are fully discussed by the
Chairman and Chief Executive with the Remuneration and
Nomination Committee before a proposal is formally made to the
Board by the Chairman of that Committee. Possible new Non-
Executive Directors are suggested by all members of the Board
against the requirements of the Company's business and the need
to have a balanced Board. In appropriate cases recruitment
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consultants are used to assist the process. Possible candidates
are discussed with all Directars before any approach is made to
them. All Directors are subject to re-election at least every three
years.

Audit and internal contro!

The Board Is responsible for the Group’s system of internal

control. The Audit Committee on behalf of the Board has reviewed
the effectiveness of the system from information provided by the
management and the Group’s internal and external auditors. Any
system can provide only reasonable and not absolute assurance of
meeting internal control objectives.

The key elements of the internal control system which have been
established are as follows:-

The Group’s strategic direction is regularly reviewed by the Board,
and the Executive Management Team considers the strategy for
the individual businesses through an integrated, disciplined
process on a biannual basis. Annual plans and performance
targets for each business are set by the Executive Management
Team and reviewed by the Board in the light of the overall
objectives.

The processes to manage the key risks to the success of the
Group are reviewed and improved as necessary. Such processes
include strategic planning, the appointment of senior managers,
control over capital expenditure and the setting of high standards
and targets for safety, health and environmental performance.

Within the financial and overall objectives for the Group, agreed by
the Board, the management of the Group as a whole is delegated
to the Chief Executive and the Executive Directors. The conduct
of ICl's individual businesses is delegated to the Executive Vice
Presidents and Chief Executive Officers of the International
Businesses, the Chief Executives of major subsidiaries and the
Vice Presidents for Western Hemisphere and for Asia. They are
accountable for the conduct and performance of their businesses
within the agreed business strategy. They have full authority to act
subject to the reserved powers and sanctioning limits laid down
by the Board and to Group policies and guidelines.

Businesses are responsible for meeting the defined reporting
timetables and compliance with Group accounting manuals which
set out accounting policies, controls and definitions.

The Executive Management Team receives a monthly summary of
financial results from each business, and the Group’s published
quarterly financial information is based on a standardised
reporting process.

Controls are designed to ensure that all activities operata
efficiently, effectively and to high ethical standards.

On completion of ail major investments, post event reviews are
carried out by the relevant businesses and reviewed by the
Executive Management Team. This process helps improve the
quality of business judgements through the understanding and
experience gained.

Responsibility for ensuring compliance with certain Group policies
and guidelines has been delegated by the Board to nominated
senior functional managers. These nominated managers receive
annual compliance reports from Executive Vice Presidents, Chief
Executive Officers of Businesses and from ather senior managers,
In turn, the nominated managers provide separate reports to the
Audit Committee, on behalf of the Board, on the degree of
compiiance with Group policies and guidelines. Corrections to any
weaknesses found are monitored and controls are developed to
match changing circumstances.
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with individual institutional shareholders as well as general
presentations after the quarterly results. There is also an
opportunity for individual shareholders to question the Chairman
at the AGM. The Company responds to numerous letters from
individual sharehoiders on a wide range of issues,

The Audit Committee receives reports from the internal and
external auditors on a regular basis. The internal audit function
reviews internal controls in all key activities of the IC1 Group,
typically over a three year cycle. |t acts as a service to the
businesses by assisting with the continuous improvement

of controls and procedures. Actions are agreed in response

to its recommendations and these are followed up to ensure
that satisfactory control is maintained.

The Board considers that the Company was in full compliance
throughout the financial year with the Code of Best Practice
published in December 1992 by the Committee on the Financial

Communications Aspects of Corporate Governance. The auditor’s report on this

Communications with shareholders are given a high priority. There

is a succinct Annual Review and a separate safety, health and
environment report both of which are sent to shareholders; a full
Annual Report and Accounts is available on request. At the half
year, an interim report is published. There is a regular dialogue

statement is set out on page 42.

Membership of the Board Committees and a summary of their terms of reference are set out below.

Audit Commities
Members:

Sir Antony Pilkington (Chairman)
Sir Roger Hurn

MrHC Lee

Lord Simpson

Tarms of reference:

To assist the Board in the discharge of
its responsibilities for corporate
governance, financial reporting

and corporate control.

Remuneration and Nomination
Committee
Members:

Sir Roger Hurn (Chairmany)

MrHC Lee

Sir Antony Pilkington

Lord Simpson

Sir Alex Trotman

Sir Ronald Hampel {when meeting as
the Nomination Committee}

Terms of reference:

To recommend to the Board the
remuneration policies for Executive
Directors and the most senior management
in the Company. To determine the
remuneration of these executives and

to exercise the powers of the Directors
uncer the Share Option Schemes.

To propose to the Board new
appointments of Directors.

Appeals Committee
Members:

Mr R J Margetts {Chairman)
Sir Antony Pilkington

Lord Simpson

Mr A G Spali

Terms of reference:

To determine the policy and practice
for the making of charitable donations
in the UK.
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The Directors of Imperial Chemical Industries PLC present their
Annual Report for the year ended 31 December 1997 together
with the Accounts of the Company for the year. These will be laid
before the shareholders at the Annual General Meeting to be held
on Thursday, 23 April 1998.

Principal activities

The principal activities of the Company are research, manufacture
and sale of coatings, specialty chemicals, materials and industrial
chemicals. A review of the Company and its subsidiaries’
businesses, including research and development, is given on
pages 7 to 31 of this Report.

Dividends

The Directors have declared the payment of a second interim
dividend of 19.5 pence per £1 Ordinary Share to be paid on

20 April 1998 to Ordinary shareholders registered in the books
of the Company on 6 March 1998. An interim dividend of 12.5
pence per Ordinary Share was paid on 6 October 1997 making a
total of 32.0 pence (1896 32.0 pence).

Share capital
Changes in the Company’s Ordinary share capital during the year
are given in note 22 to the Accounts.

Purchase of own shares

The Directors are authorised by the shareholders to purchase, in
the market, the Company’s own shares, as is permitted under the
Company’s Articles of Association. Although no such purchases
have been made, the Directors will seek to renew the authority
from its shareholders at the Annual General Meeting.

Directors
The names of the Directors of the Company at the date of this
Report and biographical details are given on page 32.

A statement of Directors’ interests in the shares and debentures of
the Company and its subsidiaries is set out in the Remuneration
Report on page 39.

Employment policies

To encourage all employees to make a fuil contribution to business
success, ICl has extensive arrangements for team and individual
employee involvement in continuous improvement activities. This
is backed-up by a system of consultation which makes sure that
management opinion and employee views are brought together at
every relevant management level.

Itis ICl's policy that there should be no discrimination against any
person for any reason that is not relevant to the effective
performance of their job. The Group aims to attract, retain and
motivate people by recognising and rewarding superior
performance. Considerable efforts are made to review the learning
and development activities that are essential for people to be
equipped to deliver the business objectives. The Group also aims
to communicate effectively within the organisation and encourages
initiative and innovation.

In accordance with the Company’s equal opportunity policy,
disabled people are given the same consideration as others when
they apply for jobs. Depending on their skills and abilities, they
enjoy the same career prospects and scope for realising their
potential as other employees.

Payment to suppliers

The Company agrees terms and conditions for its business
transactions with suppliers. Payment is then made to these terms,
subject to the terms and conditions being met by the supplier.
Payment terms can differ in the many markets in which ICl trades.

Trade creditors of the Company at 31 December 1997 were
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equivalent to 58 days purchases, based on the average daily
amount invoiced by suppliers to the Company during this year.

Political and charitable donations

The Group’s warldwide charitable donations in 1997 amounted
to £1.8m. Of this total, £0.7m was spent in the UK. The Group
made no donations for political purposes.

Auditor

KPMG Audit Plc has expressed its willingness to continue in
office as auditor of the Company, and a resolution to propose
its re-appointment and to authorise the Directors to agree its
remuneration will be put to the Annual General Meeting.

The remuneration and expenses of the Auditor in respect of the
statutory report to the members of the Company for the year 1997
amounted to £320,000 (1996 £241,000}). The totai figure for the
Group was £4.7m (1996 £3.6m) which includes charges for audits
of subsidiary companies in the UK and overseas, both for the
purposes of consolidation into the Group accounts and to meet
statutory requirements of the countries in which subsidiaries
operate.

Fees paid to the auditor (and its associates) of the Company for
services other than statutory audit supplied to the Group during
1997 totalled £11.4m (1996 £1.6m) of which £9.1m (1996 £0.8m)
related to acquisition and divestment activities.

Annual general meeting

The Notice of Annual General Meeting to be held on Thursday
23 April 1998 is contained in a separate letter from the Chairman
accompanying this Annual Report and Accounts.

Going concern

The operation of the Group’s control procedures gives the
Directors a reasonable expectation that the Group has adequate
resources to continue in operation for the forseeable future.
Actprdingly they continue to adopt the going concern basis

bparing the Waccounts.

11 February 1998

Registered office
Imperial Chemical House
Millbank

London SW1P 3JF

Registered number: 21801¢



Remuneration report

Remuneration policy

The Group pays competitive wages and salaries 1o its employees
around the world. There are also incentive payments which
recognise shareholder value. Levels of pay and the structure of
arrangements in each country reflect the competitive environment
in that country. While ICI does not have global pay scales, it has
regard to its need to be able to move staff around the world.

Framework and objectives

The Remuneration Committee is composed entirely of the
non-executive directors of the Company, namely:

Sir Roger Hurn (Chairman)

MrHCLee

Sir Antony Pilkington

Lord Simpson

Sir Alex Trotman

The Remuneration Committee determines the contracts of service
and emoluments of executive directors and senior executives.

The objective of the Company’s remuneration policy is to provide
remuneration in form and amount which will attract, retain,
motivate and reward high calibre executive directors and senior
executives.

To ensure that its remuneration rates are competitive, the
Remuneration Committee has access to detailed external research
on market trends and professional advice from Towers Perrin, Hay
Group and other independent international consultants.

The executive directors are encouraged to take one external
appointment as a non-executive director. They may normally take
not more than two and they are permitted to retain any payments
received in respect of such appointments. All appointments are
subject to the approval of poth the Remuneration Committee and
the Board to avoid any conflict of interest.

Service contracts

Executive directors are now normally employed on rolling
contracts subject to one year's notice given at any time after an
initial period of one year.

Mr R J Margetts and Mr A G Spall, who were appointed directors
in 1992 and 1894 respectively, each has a service contract subject
to two year's notice. The Remuneration Committee accepts and
strongly endorses the principle of mitigation of damages on early
termination of a service contract.

Remuneration package
The remuneration package comprises short, medium and long-
term benefits and post-retirement benefits.

The short-term benefits — are an annual salary, health plan and car
benefits (which are subject to income tax) and participation in the
Annual Performance Related Bonus Scheme. Salaries are set
within broad ranges around the median for similar positions in
large, international, publicly quoted organisations. Salaries for
individual directors are determined annually by the Remuneration
Committee after a review of the individual’s performance and
experience, and of market trends.

The level of bonus (if any) under the Annual Performance Related
Bonus Scheme is determined by the Remuneration Committee on
the basis of criteria established at the beginning of the year to
encourage performance in a manner which the Remuneration
Committee considers will contribute most to increasing
shareholder value for that year.
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The maximum bonus available to executive directors for 1997 was
40% and is not pensionable. The Remuneration Committee set
targets related to the achievement of specific levels of profit
before tax which were not reached. In the case of Mr R J Margetts
10% out of the 40% bonus depended upon progress in the
restructuring of the Industrial Chemicals Business.

The details of the short-term benefits for individual executive
directors are set out on page 38.

The medium-term benefit - is the Bonus Conversion Plan (‘the
Plan’) designed to encourage the conversion of any annual bonus
(as described above) into shares in the Company and the holding
of those shares for a minimum of three years. Under the Plan, if
the Remuneration Committee so determines, the recipient of a
bonus may elect in the following March to have shares purchased
at market value in the Plan with part or all of his net bonus after
tax. Shares purchased in the Plan are released at the end of a
three year retention period and are then matched by an equal
number of shares by the Company on which the participant is
liable to income tax.

The details of each executive director's contingent interests
in the matched shares are set out in the table on page 39.

The long-term benefit - is a Share Option Scheme (‘the Scheme’)
under which options over the Company’s Ordinary Shares may be
granted each year to executive directors and senior executives
under the current policy at a multiple of 0.8 times salary for
directors (except on first appointment) subject to an overall
maximum holding of four times salary. All options granted under
the Scheme are subject to performance conditions on exercise as
determined annually by the Remuneration Committee. Exercise of
options granted during 1997 under the Scheme are subject to
satisfaction of a performance condition related to total shareholder
return being equal to or exceeding the return on the FTSE 100
Actuaries Index over three years. Options must be held for three
years before they are exercisable and lapse if not exercised within
ten years from grant.

The details of each executive director’s interests in share options
arising from the Scheme and the Company's Savings-Related
Share Option Scheme are set out in the table on page 39.

The shares within both the Scheme and the Plan do not dilute
shareholders’ equity as they are bought in the market and held
by a trust.

Sir Ronald Hampel, as Chairman, and the non-executive directors
are not gligible for bonuses and do not participate in the Scheme.

J A Kennedy - Mr J A Kennedy, Chairman and Chief Executive of
National Starch and Chemical Company, was appointed a Director
on 23 July 1997 upon the acquisition of the Speciality Chemicals
business from Unilever. The salary data for Mr Kennedy shown in
the table on page 38 includes his salary as a Director of the
Company, £50,000 per annum, and the balance represents his
salary from National Starch. The amounts shown are those
received by Mr Kennedy from the date of his appointment as a
Director of the Company.

in 1997 Mr Kennedy participated in National Starch’s annual
performance refated bonus scheme. The amount of bonus was
based on targets related to the achievement of specific levels of
trading profit of National Starch in 1997. This resuited in the
payment of the maximum benus of 50% of base salary.
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Remuneration of directors
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Salary Benefits Annual bonus ) Total

1857 1996 1987 1996 1997 1996 1997 1996

£000 £000 £000 £000  £000 £000 £000 £000
ME@Q}!yments of execittive directors ] o
Sir Ronald Hampel 200 200 0 9 210 209
C Miller Smith 500 500 16 16 516 516
M E Brogden (retired 30 June 1997) 187 30 35 13 212t 323
J A Kennedy (appointed 23 July 1997) 203 5 o1 208 T
R J Margetts 342 325 i3 10 31 386+ 335
A G Spall 325 310 10 6 335 316

1,757 1.645 79 54 122 1,958 1,689
Fees to non-executive directors (note 1)
Sir Roger Hum 30 ) 30
e T
Sir Antony Pilkington 30 30
Miss Ellen R Schneider-Lenné N 25
Lord Simpson 25 25
Sir Alex Trotman {appointed 1 July 1997) 13

123 131

Total 2,081 1,830

t  Inaddition, 14,818 ICI shares with a market value of £120,000 were released to Mr M E Brogden upen his retirement on 30 June 1997 by the
Remuneration Committee under the Rules of the Bonus Conversion Plan. These shares are matched shares provided by the Company in respect of
bonuses awarded to Mr Brogden in 1994 and 1995 and converted by him into ICI shares.

Upon tha retirement of Mr Brogden, the Company enterad into a consultancy agreemant for his services relating to the integration of the Speciality
Chemicals businesses acquired from Unilever. Payments under this agreement in 1997 amounted to £75,000.

*  See also Notes 2 and 3 to Directors’ interests in share options table on page 39.

(1) Non-executive directors receive an annual fee of £25,000, An additional £5,000 is paid to the Chairman of a Board Committee.

Pensions and commutations of pensions paid by the Company in respect of service of former directars amounted to £194,000 (1996 £190,000).

Remuneration package {continued)

Mr Kennedy participates in the Stock Appreciation Rights Plan of
IC! American Holdings Inc. The Plan incentivises eligible key
executives in the USA through the grant of Stock Appreciation
Rights (SARs). In 1997 Mr Kennedy was granted 19,549 SARs.
SARs granted during 1997 are subject to satisfaction of the same
performance condition as applied to share options granted by the
Company under the Share Option Scheme and the same rules
apply with regard to exercise and lapse. On exercise, the
participant receives the difference between the price at which the
SAR was granted and the closing price of ICl's American
Depositary Shares (ADSs) on the New York Stock Exchange on
the exercise date in a combination of two-thirds cash and one-
third ADSs.

Mr Kennedy also participates in National Starch’s Key Executive
Incentive Pian. Under the Plan, ‘Performance Units’ may be
awarded annually to key executives, Such Performance Units
entitle the holder to a cash payment after a peried of four years to
reflect the extent to which National Starch’s profit before taxation
(adjusted to reflect the cost of capital employed) has grown during
the four year period, and the value of the units awarded at the
start of the period. In 1997 Mr Kennedy was awarded 6,000
performance units of a maximum value of $150 per unit,
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Directors’ interests in shares and dsbentures
The interests of directors in shares and debentures of the Company and of its subsidiaries, including the interests of their families are shown below.

1 January 31 December Contingent interasts in

1997 1997 matched shares*

or on date of 1 January 31 December

ICI £1 Ordinary Shares appointment 1997 1997

Sir Ronald Hampel 40,848 40,948 14,571 14,571

C Miller Smith 13,886 18,886 7,086 7,086
Sir Roger Hurn 500 500
J A Kennedy 1,000
HC Lee 500 500

R J Margstts 49,01 61,944 16,213 16,213
Sir Antony Pitkington:  beneficial 8,400 8,400
non-heneficial 20,860 20,860
Lord Simpson 5,000 5,000

A G Spall 19,308 19,309 15,744 15,744
Sir Alex Trotman 500

*  Matched shares to be provided by the Company under the Bonus Conversion Plan in respect of 1984 and 1995 bonuses (see The medium-term benefit
page 27).

During the period 1 January 1998 to 4 February 1998 there wera no changes in the interests of directors.

Directors’ interests in share options
Options to subscribe for Ordinary Shares granted to and exercised by directors during 1997 are included in the table below.

1 January 1997 Options granted Options exercised(E)/lapsad(L) 31 December 1997
Number Number Price Number Weighted Weighted Number Weighted Date Expiry
average average average from which date
exercise market exercise exercisable
Directors at price price price
31 December 1997 £ £ £ 2
Sir Ronald Hampet 137,882 137,982(L) n.a. n.a.
C Miller Smith 238,279 66 7.31 238,345 7.94 7.11.97 6.5.06
12,300 10.20 12,300 10.20 4.8.00 3.8.07
R J Margstts 174,397 33,536(E} 6.03 9.761/2 140,861 715 28.3.93 6.5.06
25,100 10.20 25,1001 10.20 4.8.00 3.8.07
A G Spall 127,924 245 7.31 128,169 7.70 24.6.96 6.5.06
23,900 10.20 23,9001 10.20 4.8.00 3.8.07

+ Exercise price exceeds market price at 31 December 1997,

{1} Gains made on exercise of options during the year totalled £125,000 (1996 £101,000). The options outstanding are exercisable at prices between
£5.26 and £10.20. Tha market price of the shares at 31 December 1997 was £9.29 and the range during 1997 was £11.08'/2 to £6.88/2. The Register
of Directors’ Interests {which is open to shareholders’ inspection) contains full details of directors’ shareholdings and options te subscribe for shares,

{2) In 1997 the Remuneration Committee was unable to make the annual grant of share options at the usual time in May because they were aware of
unpublished price sensitive information refating to the proposed acquisition of the Speciality Chemicals Businesses from Unilever. It was not possible
for the grant to be made urtil August. All participants in the share option scheme received ex gratia payments of £3.19p per share to recognise the
higher exercise price in respect of the options granted and the following payments were made to Directors: Mr G Miller Smith £39,237,

Mr R J Margetts £80,069, Mr A G Spall £76,241.

{3) A payment of £61,442 was made in respect of the gain foregene when Sir Ronald Hampel, acting on legal advice, was required to allow his unexercised
share options to lapse on 27 April 1997, Sir Ronald was advised that he should not exercise his share options because he was aware of unpublished
price sensitive information relating to the proposed acquisition of the Speciality Chemicals businesses from Unilever, The sum paid was calculated from
the market price of the Company’s shares on the date the options lapsed.

{4) At 4 February 1998 options granted to directors and officers of the Company totalled 869,131 Ordinary Shares. These options are exercisable
over periods up until 3 August 2007 at subscription prices between £5.26 to £10.20.
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Directors’ pension benefits
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Age at

Contributions

Amount of additiona! _gp@}gg__gggggpﬂa@

31 December 1997

by directors pension accrued in 1897 1 December 1997

or date of retirement

payable at normal payable at normal

retir_gr__n_gm age retirementﬂ age

or date of retirement

g 2 £
M E Brogden (retired 30 June 1997) 59 9,980 4280 197,50
J A Kennedy (appointed 23 July 1997) 60 - 19,480 311,700
R J Margetts 51 21,000 9350 181,160
A G Spall 53 19,960 8 165,940

Remuneration package (continued)

Post-retirement benefits ~ Mr R J Margetts and Mr A G Spall are
contributing members of the ICI Pension Fund, which is open to
all efigible UK employees and which provides pensions and other
benefits to members within Inland Revenue limits. The Company
made a contribution for all employees, inciuding contributing
executive directors in the IC1 Pension Fund, at a normal funding
rate of 13.1% of salary in 1997.

Mr R J Margetts and Mr A G Spall both belong to the Senior
Executive section of the ICI Pension Fund. Details of the accrued
pension to which each director is entitied on leaving service and
the change in 1997 are shown in the table above, The entitlernents
from the ICl Pension Fund are as follows:

{a} a pension of two-thirds of final pensionable pay at normat
retirement age of 62. Mr R J Margetts, in common with any
executive director of the Company appointed before 1993, has
an agreement with the Company whereby part of any
performance-related bonus paid to him in the last three years
prior {0 his retirement is pensionable. The table on page 38
includes a notional pensionable bonus of 10% in respect of
Mr R J Margetts’ benefits.

(b} a spouse’s or nominated dependant's pension payable on
death of the member amounting to two-thirds of the member’s
pension and dependant’s pensions for children under age 18;

{¢) an early retirement pension based on the accrued entittement
payable on retirement at the request or with the consent of the
Company from age 50 onwards;

(d) a pension of two-thirds of final pensionable pay on retirement
due to permanent incapacity;

{e} a death in service benefit of four times annual pensionable pay.

Pensions in payment or in deferment are guaranteed to increase
annually in November by the lesser of 5% or the increase in the
retail price index. Additional increases may be paid at the
discretion of the Company and Trustees.

Transfer values payable on leaving service when an immediate
pension is not payable do not include any aflowance for
discretionary benefits.

Sir Ronald Hampel, having reached the Company's normal
retirement age, is no longer a contributing member of the ICI
Pension Fund. Mr C Miller Smith belongs to a personal funded
unapproved pension scheme, to which the Company contributed
£150,000 in 1997 (1996 £125,000).

Mr Kennedy participates in National Starch’s retirement plans.
Under these plans a retirement benefit is payable based on final
average pay in the five consecutive highest-paid years during the
last ten years of employment, The annual benefit is 3% of final
average pay for each year of service up to 15 years and 1% of
final average pay for each year of service exceeding 15 years but
less than 36 years.

The remuneration of non-executive directars is determined by the
Board within the limits set out in the Articles of Association.
Details of each individual non-executive director’s fees are set out
in the table of remuneration of directors on page 38.

The Remuneration Gommittee has complied throughout the year
with the Listing Rules of the London Stock Exchange and, in
particular, with those rules introduced following the publication of
the Report on Directors’ Remuneration by a Study Group chaired
by Sir Richard Greenbury. The Remuneration Committee has also
given full consideration to Section B of the best practice
provisions annexed to the Listing Rules.




Directors’ and Auditor’s responsibilities

Directors’ responsibilities
in respect of the financial statermnents

Company law requires the Directors to prepare financial
statements for each financial year which give a true and fair view
of the state of affairs of the Company and Group and of the profit
or loss for that period. In preparing those financial statements,
the Directors are required to:

e select suitable accounting policies and then apply them
consistently; .

» make judgements and estimates that are reasonable and
prudent;

* state whether applicable accounting standards have been
followed, subject to any material departures disclosed and
explained in the financial statements; and

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

The Directors are responsibie for keeping proper accounting
records which disclose with reasonable accuracy at any time the
financial position of the Company and to enable them to ensure
that the financial statements comply with the Companies Act
1985. They have a general responsibility for taking such steps as
are reasonably open to them for safeguarding the assets of the
Group and to prevent and detect fraud and other irmegularities.
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Auditor’s responsibilities
in respect of the financial statements

The Auditor is responsible for forming an independent opinion on
the financial statements presented by the Directors, based on its
audit, and to report its opinion to Members. It also has the
responsibility under the Companies Act 1985 to report to Members
if particular requirements are not met. These requirements are:

+ that the Company has maintained proper accounting records
and obtained proper returns from branches not visited by the
auditor;

* that the financial statements are in agreement with the
accounting records;

» that Directors’ emoluments and other transactions with
Directors are properly disclosed in the financial staternents;
and

+ that it has obtained all the information and explanations which,
to the best of its knowledge and belief, are necessary for the
purpose of its audit.

The Auditor’s opinion does not encompass the Directors’ report on
page 36. However, the Companies Act 1985 requires the Auditor
to report to Members if the matters contained in the Directors’
report are inconsistent with the financial statements.
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Auditer’s report on the financial statements
to the Members of Imperial Chemical Industries PLC

We have audited the financial statements on pages 44 to 89.

We have also examined the amounts disclosed relating to
emoluments, interests in shares and debentures, share options,
long term incentive schemes and pension benefits of the directors
which form part of the remuneration report on pages 37 to 40.

Respective responsibilities of Directors and Auditor

As described on page 41, the Company’s Directors are responsible
for the preparation of the financial staterments. 1t is our
responsibility to form an independent opinion, based on our audit,
on those statements and to report our opinion to you,

Basis of opinion

We conducted our audit in accordance with auditing standards
generally accepted in the United Kingdom and in the United
States. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial
statements. 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 are appropriate to the Group’s circurnstances,
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. We believe that our audits provide a reasonable basis
for our opinion.

United Kingdom opinion

In our opinion the financial statements give a true and fair view
of the state of affairs of the Company and the Group as at

31 December 1987 and of the profit of the Group for the year
then ended and have been properly prepared in accordance
with the Companies Act 1885.

United States opinion

In our opinian, the censolidated financial statements present fairly,
in all material respects, the financial position of the Group at 31
December 1997 and 1996 and the results of its operations and
cash flows for each of the years in the three-year period ended 31
December 1297, in conformity with generally accepted accounting
principles in the United Kingdom.

Generally accepted accounting principles in the United Kingdom
vary in certain significant respects from generally accepted
accounting principles in the United States. Application of generally
accepted accounting principles in the United States would have
affected results of operations for each of the years in the three-
year period ended 31 December 1997 and consolidated
shareholders’ equity at 31 December 1997 and 19986, to the extent
summarised in note 42 to the Consolidated financial statements.

KPMG Audit Plc 4/ ZEul 2 QL-/L’/T o

Chartered Accountants
Registered Auditor
Londen

11 February 1998
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Review report by KPMG Audit Plc to imperial Chemical
Industries PLC on corporate governance matters

In addition to our audit of the financial statements, we have
reviewed the Directors’ statements on pages 34 to 36 on the
Company’s compliance with the paragraphs of the Cadbury Code
of Best Practice specified for our review by the London Stock
Exchange and their adoption of the going concern basis in
preparing the financial statements. The objective of our review is
to draw attention to non-compliance with the Listing Rules 12.43())
and 12.43(v).

Basis of opinion

We carried out our review in accordance with guidance issued

by the Auditing Practices Board. This guidance does not require
us to perform any additional work necessary to express a
separate opinion on the effectiveness of either the Group’s system
of internal financial control or corporate governance precedures,
or on the ability of the Group to continue in operaticnal existence.

Opinion

With respect to the Directors’ statements on internal control on
pages 34 and 35 (other than statements going beyond internal
financial control which are outside the scope of our report) and
going concern on page 36, in our opinion the Directars have
provided the disclosures required by the Listing Rules and such
statements are not inconsistent with the information of which
we are aware from our audit work on the financial statements.

Based on enquiry of certain Directors and Officers of the
Company and examination of relevant documents, in our opinion
the Directars’ statement on page 35 appropriately reflects the
Company’s compiiance with the other paragraphs of the Code
specified for our review by the Listing Rules.

KPMG Audit Plc
Chartered Accountants
Londen

11 February 1998
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44 Accounting policies

As used in the financial statements and related notes, the term
‘Company’ refers to Imperial Chemical Industries PLC: the terms
‘ICI and “Group’ refer to the Gompany and its consolidated
subsidiaries but not to associated undertakings.

The accounts are prepared under the historical cost convention
and in accordance with the Companies Act 1985 and applicable
accounting standards. Accounting policies conform with UK
Generally Accepted Accounting Principles (“UK GAAP").

The following paragraphs describe the main accounting policies.
The accounting policies of some overseas subsidiaries do not
conform with UK Accounting Standards and, where appropriate,
adjustments are made on consolidation in order to present the
Group accounts on a consistent basis.

Sales
Sales exclude intra-Group sales and value added taxes. Revenue
is recognised at the point at which title passes.

Depreciation

The Group’s policy is to write-off the book value of each tangible
fixed asset to its residual value evenly over its estimated remaining
life. Reviews are made annually of the estimated remaining lives of
individual productive assets, taking account of commercial and
technological obsolescence as well as normal wear and tear,
Under this policy it becomes impracticable to calculate average
asset lives exactly; however, the totai lives approximate to 28
years for buildings and 19 years for plant and equipment,
Depreciation of assets qualifying for grants is calculated on their
full cost.

Pension costs

The pension costs relating to UK retirement plans are assessed

in accordance with the advice of independent qualified actuaries.
The amounts so determined include the regular cost of providing
the benefits under the plans which should be 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.

With minor exceptions, non-UK subsidiaries recognise the
expected cost of providing pensions on a systeratic basis over
the average remaining service lives of employees in accordance
with the advice of independent qualified actuaries.

Research and development
Research and development expenditure is charged to profit in
the year in which it is incurred.

Foreign currencies

Profit and loss accounts in foreign currencies are transiated into
sterling at average rates for the relevant accounting periods.
Assets and liabilitles are translated at exchange rates ruling 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, except relevant foreign currency loans, are taken to
trading profit. In the Group accounts, exchange differences arising
on consolidation of the net investments in overseas subsidiary
undertakings and assocfated undertakings are taken to reserves,
as are differences arising on equity investments denominated in
foreign currencies in the Company accounts. Differences on
relevant foreign currency loans are taken to reserves and offset
against the differences on net investments in both Group and
Company accounts.

Financial derivatives

Hedge accounting

The Group uses various derivative financial instruments to reduce
exposure to foreign exchange risks. These include currency
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swaps, forward currency contracts and currency options. The
Group also uses interest rate swaps, forward rate agreements and
interest rate caps derivatives to adjust interest rate exposures. The
Group considers its derivative financial instruments to be “hedges”
{i.e. an offset of foreign exchange and interest rate risks) when
certain ¢riteria are met. Under hedge accounting for currency
options, the Group defers the instrument’s impact on profit until it
recognises the underlying hedged item in profit. Other material
instruments do not involve deferral since the profit impact they
oftset occurs during the terms of the contracts.

Foreign currency derivative instruments:
The Group's criteria to qualify for hedge accounting are:

* The instrument must be related to a foreign currency asset or
liability that is probable and whose characteristics have been
identified;

* It must involve the same currency as the hedged item: and

* It must reduce the risk of foreign currency exchange movements
oh the Group’s operations.

Interest rate derivative instruments:
The Group's criteria to qualify for hedge accounting are:

* The instrument must be related to an asset or a liability; and

* It must change the character of the interest rate by converting a
variable rate to a fixed rate or vice versa.

Derivative financial instruments reported in the financial
statements:

The unamortised premium paid on purchased currency options is
included in debtors in the balance sheet,

Cash flows related to foreign currency derivative transactions are
reported along with related transactions in net cash inflow from
operating activities or returns on investment and servicing of
finance, as appropriate, in the Statement of Group Cash Flow,

Currency swaps

Principal amounts are revalued at exchange rates ruling at the
date of the Group balance sheet and included in the sterling value
of loans; exchange gains/losses are included in the Statement of
Total Recognised Gains and Losses in accordance with SSAP20.

Interest rate swaps and forward rate agresments

Interest payments/receipts are accrued with net interest payable.

They are not revalued to fair value or shown on the balance sheet
at period end. If they are terminated early, the gain/loss is spread
over the remaining maturity of the original instrument.

Interest rate caps

The option prermia are recognised on the balance sheet as ‘other
receivables”. The option premia, net of any realised gains on
individual caplets, are taken to net interest payable spread evenly
over the lifetime of the cap.

Forward currency contracts

Those forward currency contracts hedging transaction exposures
{purchases and sales held in the books of account) are revaiued to
balance sheet rates with net unrealised gains/losses being shown
as trade receivables/payables. Both realised gains and losses on
purchases/sales and unrealised gains/losses on forward contracts
are recognised in trading profit,

Those contracts used to change the currency mix of net debt are
revalued to balance sheet rates with net unrealised gains/losses
being shown as part of the debt they are hedging. The difference
between spot and forward rate for these contracts is recognised
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as part of net interest payable over the pericd of the contract.
Realised and unrealised exchange gains/losses are shown in the
financial statements in the same place as the underlying
borrowing/deposit.

Currency options

Option premia are recognised at their historic cost in the balance
sheet as ‘other receivables’. At maturity, the option premia net of
any realised gains on exercise, are taken to the financial
statements as trading profit.

Associated undertakings

An associated undertaking is one in which the Group has a long-
term interest and over which it exercises significant influence. The
Group’s share of the profits less losses of significant associated
undertakings is normally included 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 calculated by reference to the Group’s equity in the net tangible
assets of such undertakings, as shown by the most recent
accounts available, adjusted where appropriate. Proporticnal
consolidation is adopted where this more accurately reflects the
Group’s interest in an associated undertaking which is a joint
venture.

Taxation

The charge for taxation is based on the profit for the year and
takes into account taxation deferred because of timing differences
between the treatment of certain items, including post-retirement
benefits, for taxation and for accounting purposes. However, no
provision is made for taxation deferred by reliefs unless there is
reasonable evidence that such deferred taxation will be payable in
the future.

Stock valuation

Finished goods are stated at the lower of cost and net realisable
value, raw materials and other stocks at the lower of cost and
replacement price; the first in, first out or an average method of
valuation is used. In determining cost for stock valuation
purposes, depreciation is included but selling expenses and
certain overhead expenses are excluded.

Environmental liabilities

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

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 exceeds such net assets. For
the year ended 31 December 1997 and prior years, UK Accounting
Standards required that purchased goodwill be eliminated from the
balance sheet either upon acquisition against reserves or by
amortisation over a period. Elimination against reserves has been
selected as appropriate to purchased goodwill. On impairment or
the subsequent disposal or termination of a previously acquired
business, the profit or loss on disposal or termination is calculated
after charging the amount of any related goodwill previously taken
to reserves.
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1986 1996
Continuing operations Discontinued Totai Continuing operations ‘ Discontinued Total
operations operations T
Ongoing  Operations  Exceptional ] Ongoing  Operations  Exceptional
operations to be items operations to be items
discontinued . _discontinued o ] ] ] __
£m £m £m £m £m £m £m £m fm £m
6.354 1,029 - 2,886 10,269 6,694 964 - 2862 10520
(5:878) ©61) (0d) (2.527) (9,460) (6.340) (962) 137 (2,657) (10,096}
48 10 33 91 59 7 38 104
524 78 (04 3% 900 13 9 (137) 243 528
18 - - - 18 27 - - - 27
41 30 71 1 - 7
(1) (1) 31 - a1
542 78 (54) 422 988 440 9 (105) 243 587
(45 {8) {10) 61) 73 ) {13) 89}
497 72 (54) a2 et , 367 6 (105) 280 488
{167) (40) 9 {110) (308) {111) 2) 29 {74) {158)
330 32 {45) 302 619 256 4 (76} 156 340
(20 ©) @ {53} (84} (20} 1 m 45) {65}
310 23 47) 248 535 236 5 (77} M 275
(217) {232}
318 43
42.8p 3.2p {8.5p) 34.4p 73.9p 32.6p 0.7p {10.7p) 15.3p 37.9p
1985
_fm
535
27
4

566
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Group profit and loss account
for the year ended 31 December 1997
1897
Continuing operations Discontinued Total
operations
QOnogoing Operations Exceptional
operations to he items
discontinued
Notes | £m £ £m £m ! £m
Turmover 4,5 7,7 984 - 2,347 11,062
Including acquisitions 1,402 1,402
Operating costs 3,8 {7,310} {1,011} (202) {2,198) {10,721}
Other operating income 5 64 1! 12 77
Trading profit {loss) 3,4,5 485 {286) (202) 161 418
Including acquisitions 180 {34} 146
Share of profits less losses of associated undertakings 7 16 - w - 16
Profits less losses on sale or closure of operations 3 {446} 777 33%
Profits less losses on disposals of fixed assets 3 35 35
Profit (loss) on ordinary activities before interest 4 501 {26} {613) 938 800
Net interest payable g {212} {7} {31) (32) (282)
Profit {loss) on ordinary activities before taxation 289 {33) (844) 806 518
Tax on profit (loss) on ordinary activities g 53 7 28 {192) {210}
Profit (loss} on ordinary activities after taxation 236 {26} {616) 714 308
Attributable to minorities {14) - - {35) {49)
Net profit (loss) for the financial year 202 {26) {616} 679 2549
Dividends 10 {232}
Profit retained for the year 23 27
Earnings (loss} per £1 Ordinary Share 11 30.5p {3.6p} {84.7p} 93.4p 35.6p
Statement of Group total recognised gains and losses
for the year ended 31 December 1997
1997
£m
Net profit for the financial year 259
Currency translation differences on foreign currency net investments and related loans {259
Share of other reserve movements of associated undertakings and other items 4

Total gains and losses recognised since last annual report 4
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Balance sheets
___at 31 December 1997

o ompan .
1997 1996 1997 1996
Notes gm . Em gmo o Em
Fyeerrp——— Nl
Fixed assets
Tangible assets 12 3,956 4.457 431 463
Investments '
Subsidiary undertakings 13 14,003 6,781
Participating and other interests 14 254 172 68 50
4,210 4,629 10,592 7,294
Current assets
Stocks 15 1319 1389 B9
Debtors 16 2,457 2,132 3,065 2,900
Investments and short-term deposits 17 935 560 1 100
Cash at bank 32 340 3N 22 32
5,051 4,422 3,163 3,125
Total assets 9,261 9,051 13,755 10,419
Creditors due within one year ] L . )
Short-term borrowings 18 {1,105) (186} {1} (1)
Current instalments of loans 20 {950) (243) {807} -
Cther creditors 19 {2,583) (2,523) {6,683} {6,838)
{4,638) (2,952) {7,491} (6,839)
Net current assets (liabilities) 413 1,470 {4,328} (3,714)
Total assets [ess current liabilities 4,623 6,099 6,264 3,580
Financed by
Creditors due after more than one year
Loans N i =20 2,975 1174 694
Other creditors 19 67 72 3,262
3,042 1,246 3,858
Provisions for liabilities and charges . . 214382 7T T amg
Deferred income: Grants not yet credited to profit 14 20 o
Minority interests - equity 79 470 '
Shareholders’ funds - equity
Called-up share capital 22 727 725 727 725
Reservas
Share premium account 581 576 581 3576
Revaluation reserve - 35
Goodwill reserve {1,000
Associated undertakings’ reserves n
Profit and loss account 3,199 782 1,335
Total reserves 23 2,881 1,363 1,911
Total shareholders’ funds (page 49) 3,606 2,050 2,636
4,623 6,099 6,264 3,580

Included within Group net current assets are debtors of £405m (1996 £306m) which fall due after mare than one year. Included within the Company net
cumment assets are debtors of £313m (1996 £207m}) which fall due after more than one year.

The accounts on pages 44 to 89 were approved by the Board of Directors
on 11 February 1998 and were signed on its behalf by:

i
Sir Ronald Hampel Director (, ¢, L\A/v—M/\AJl

A G Spall Director
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Statement of Group cash flow
for the year ended 31 December 1997

1997 1996 1885
Notes fm £m £m
Net cash inflow from operating activities 24 757 1,006 1,191
Returns on investments and servicing of finance 25 {171} (122) 94)
Taxation {151} (250) (162)
435 634 935
Capital expenditure and financial investment 26 {623} (935} (618)
(188} (301} N7
Acquisitions and disposals
Acquisitions 27 {4,366} (234) (276)
Disposals 28 2,124 74 206
{2,242) (160} (70)
Equity dividends paid {231) (225} (206)
Cash (outflow) inflow before use of liquid resources and financing {2,661) {686) 41
Management of liquid resources 29 {249) 741 210
Financing
Issues of shares 9 49 17
Increase (decrease) in debt 2,928 (50) (156)
30 2,037 (1) (139)
Increase in cash 32 27 54 112
Reconciliation of movements in shareholders’ funds
for the year ended 31 December 1997
1897 1996 1995
Notes £ £m £m
Net profit for the financial year 259 275 535
Dividends (232) (232) {217)
Profit retained for year 29 43 318
Issues of ICl Ordinary Shares 7 3 5
Goodwill movement
Acquisitions 23 {3.516) (184) (178}
Disposals 23 27 7 12
{3,229} (177} {166)
Qther recognised {losses) gains related te the year 23 {255) {187} 31
Net (reduction) increase in shareholders’ funds {3,460} (318} 188
Shareholders’ funds at beginning of year 3,606 3,924 3,736

Shareholders' funds at end of year 146 3,606 3,924
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1 Basis of presentation of financial information

The Accounting Standards Board published Financial Reporting Standard No. 9 — Associates and Joint Ventures and Financial Reporting Standard No. 10 -
Goodwill and Intangible Assets in December 1997. These standards have not besn adopted in the 1997 accounts. They will be adopted in the accounts far
the year ending 31 December 1998,

The segmental analysis of the Group’s results has been restated to recognise the acquisition of the Speciality Chemicals businesses acquired from Unilever
on 8 July 1997, The results of these businesses together with the resuits of ICI's existing Perfarmance Chemicals business, which was previously part of the
industrial Chemicals segment, are reported as a new segment Specialty Products.

For UK reporting purposes, the results in these accounts differentiate between the Group's continuing and discontinued operations; continuing operations
are further analysed between ongoing operations and operations to be discentinued,

Discontinued operations

As defined in Financial Reporting Standard No.3 - Reporting Financiat Performance, discontinued operations are material, clearly separate operations which
have been sold or permanently terminated either during the financial year or during the subseguent pericd up to the date of approval of the accounts. All
other operations are classified as continuing operations.

Qperations to be discontinued
In these accounts, the Group identifies separately, as operations to be discontinued, the resuits of those continuing operations which are material, clearly
separate operations and which, at 31 December 1997 satisfy both of the following criteria:

{a) they are the subject of conditional sales agreements which have been publicly announced by the Group; and
{b} the Group anticipates that binding sales agreements relating to these disposals will be completed in the near future.

Ongoing operations

These comprise all continuing operations which do not meet the criteria for "operations to be discontinued”. Ongoing operations may include operations
which are the subject of management plans recommending disposal and which have been approved by the Executive Team but which are not the subject of
a publicly announced sale agreement.

The definition and presentation of discontinued operations is different for US reporting purposes in a number of respects. The effects of these differences
are reflected in the “Summary of material adjustments to net income which would be required if US GAAP had been applied instead of UK GAAP" {note 42).

Buring 1997 the Group made announcements regarding the disposal of the following material businesses which have been categorised according to the
above criteria as follows:

Discontinued operations Segment(s) in which previously reported
Polyester polymer and Intermediates business, excluding Industrial Chemicals
operations in Pakistan
‘Melinex’ polyester film operations Materials
§2.4% shareholding in ICI Austratia Limited principally Coatings, Materials, Explosives and Regional Businesses
Canadian based Forest products business Regional Businesses
UK based fertiliser business Industrial Chemicals

Operations to be discontinued

Titanium dioxide business Industrial Chemicals
Polyester polymer and intermediates business in Pakistan Industrial Chemicals
51% shareholding in AECI Explosives Limited Explosives
International Explosives operations in Canada, Explosives

Latin America, Europe and the explosives
distribution business in the USA

Cngoing operations

Following these transactions and the reclassification of both the retained Explosives operations and remaining Regional Businesses to the Industrial
Chemicals segment, the classes of business of the Group constituting ongoing operations comprise the following businesses:

Class of business Business
Coatings Paints
Specialty Products Naticnal Starch
Quest
Industrial Specialties (Performance Chemicals, Unichema and Crosfield)
Materials Acrylics
Palyurethanes
Industrial Chemicals Petrachemicals

Halochernicals
Explosives (manufacturing in the USA and the UK Businesses),
Regional Businesses

Comparative data has been restated in all cases. Net interest payable and tax on profit {loss} on ordinary activities have been allacated to operations to be
discontinued and discontinued operations to reflect the net debt and taxation liabilities applicable to those operations and to those of the ongaing
operations.

Owing to local conditions and to avoid undus defay in the presentation of the Group accounts, 6 subsidiaries made up their accounts to dates earlier than
31 December, but not earlier than 30 September; 5 subsidiaries made up their accounts prier to 30 September but interim accounts to 31 Dacember were
drawn up for consolidation purposes.
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1 Basis of presentation of financial information {continued)

The results of operations in the Indian Sub-continent previously reported in the geographic segment analysis within ‘other countries’ is now included in the
Asia Pacific segment. Comparativa data has been restated.

In the Statement of Group cash fiow and related notes “cash” includes cash at bank, deposits repayable on demand and overdrafts; deposits are repayable
on demand if they are in practice available within 24 hours without penalty.

The preparation of the Consolidated Financial Statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect reported amounts and related disclosures. Actual results could differ from those estimates.

2 Directors’ remuneration

Information covering Directors’ remuneration, interests in shares and debentures and interests in share options is included in the Remuneration Committee
Report on pages 37 to 40.

4 Exceptional items before tax

1997 1996 1985
£m £m £m
Charged in arriving at trading profit {loss)
Continuing operations
Rationalisation of Specialty Products operations, including severance costs
of £35m {61}
Rationalisation of Industrial Chemicals operations, including severance costs of £13m,
asset write downs of £100m and site clearance costs of £21m {141}
Raticnalisation of Paints’ operations, principally severance costs of £36m (1995 £25m)
and asset write downs of £7m (1995 £20m) {44) (69)
Rationalisation of Acrylics® operations, principally severance cests of £15m and asset write downs of £3m (28}
Rationalisation of Explosives’ operaticns, principally severance costs of £22m and asset write downs of £18m (65)
Litigation charges in respect of the US Explosives business (25}
{202} (137) {94)
Credited (charged) after trading profit (loss)
Continuing operations
Loan arrangement fes written off following loan refinancing {31}
Profits less losses on sale or closure of operations
Profits 7 60
Losses {12} (6} {28)
Provision for future losses on sale and closure {434)
{446} 1 41
Profits less losses on disposal of fixed assets
Profits 35 3 ]
Provisions 7)
35 31 {1)
Discontinued operations
Profits on sale of operations 777 30
Exceptional items within profit (loss) on ordinary activities before taxation 133 (105) 24)

Prafits on sale of discontinued operations in 1997 comprise the disposal of the Group's 62.4% interest in IC Australia Limited (£480m after goodwill
write-off £25m), the polyester polymer and intermediates business (£136m), the Canadian based Forest Products business (£66m) and the UK based
fertiliser business (£95m}.

Provisions for future losses on sale or closure charged in 1997 comprise losses anticipated on disposal of the Titanium Dicxide business (£302m} and the
Explosives business {£132m), These provisions include £153m and £92m respectively for goodwill impairment and £149m and £40m respectively for asset
impairment.

The profit on the sale of the fertiliser business excludes a £50m receipt which is contingent on the future sales performance of the business.

The profit on the sale of the polyester polymer and intermediates business is stated excluding $50m, the receipt of which is centingent upon operational
targets for its Taiwan plant being achieved.

Further information is provided in the Operating and Financial Review.
Under US GAAP, exceptional items would be included in cperating income, unlass they relate to discontinued operations.
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4 Segment information
Classes of business

Turnover o TFrading profit before Profi t.:;f"ore interest
exceptional items and taxation after
e exceptionai tems
1297 1996 1995 1897 1996 1995 1997 1896 1995
Em Em Em £m Em £m Em A Bm

Continuing operations
Ongoing operations

Coatings —
External o 2370 2,159 ; 1,736 i
Intra-Group - 2: -
2,170 2,161 1,736 160 147 76 166 103 8
Speciaity Products e e e et e e e e i
External 1,901 510 554
Intra-Group 331 36: 4 _ -
193 Teae T Ee T g g % g EI
SR
External 1,443 1,535 1,580
Intra-Group 47 48} 53 . o
1,480 1,583 1,633 130 158 145 134 130 179

Industrial Chemicals

External 2,217 2,490: 2,484
Intra-Group 346 404 589
2,563 2,804 3,073 (20 80 268 {189} 59 225
Inter-class eliminations {183) (211) {190}
7,974 6,973 6,810 485 413 524 266 320 470

Sales to operations to
be discontinued and to

discontinued operations {243} (279) (456)
7,731 6,694 6,354 485 413 524 266 320 470
Operations to be discontinued
Total LMo e 8 T8 @ ...@ T8
Sales to continuing
operations and to
discontinued
operations {68} @8y _. L e e
984 1.oee @e . % T8 (420} @ .18

Discontinued operations
Total 2,439 2,954 3,005 161 243 392 838 243 422

Sales to continuing
operations and to

operations to be
discontinued {92% {92} (118)
2,347 2862 2,886 161 43 ....392 .98 243 am
Share of profits less losses
of associated undertakings 16 27 18
11,062 10,520 10,269 620 665 994 800 587 988

The Group's policy is to transfer products internally at external market prices. Inter-class tumnover affected several businesses the largest being sales from
Industrial Chemicals to Discontinued operations of £172m (1996 £256m; 1995 £309m).

Comorate overheads have been allocated to each business segment on a consistent basis over the periods presented. The effect of these allocations is not

material.
Depreciation
{gqte 12} {note 12}

L1897 1996 1995 1987 1996 1995
£m £m EmEm £m £m

I RIS e e
Ongoing operations R
Coatings 43 40 65 83 55
Specialty Products 62 14 103 2 .1
Industrial Chemicals 220 88 93 132 T gs
 Total .. 386 205 208 403 427 257
_ Operations to be discontinued 244 80 83 164 232 82
Discontinued operations 139 131 120 150 367 318

769 416 412 717 1,026 657
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4 Segment information {continued}
Geographic areas

The information opposite is re-analysed in the table below by geographic area. The figures for each geographic area show the tumover and profit made by,
and the net operating assets owned by, companies located in that area; export sales and related profits are included in the areas from which those safes
were made.

Turmeover Trading profit before Profit before interest
exceptional items and taxation after
exceptional items
1997 1996 1995 1987 1986 1995 1997 1996 1895
L1y £m £m L £m £m £m £m £m
Continuing aperations
Ongoing operations
United Kingdom
Sales in the UK
External 1,720 1,745 1,699
Intra-Group 356 97 341
2,076 1,842 2,040
Sales overseas
External 1,000 883 918
Intra-Group 410 642 611
1,410 1,525 1,629
3,486 3,367 3,569 52 101 269 {101} 84 286
Continental Europe
External 1,241 965 a54
Intra-Group 269 320 4939
1,510 1,285 1,453 68 63 53 49 57 32
The Americas
External 2,782 2,286 2,010
Intra-Group 283 194 288
3,065 2,480 2,298 254 170 127 196 110 78
Asig Pacific
External 919 759 702
Intra-Group 79 75 187
998 834 889 92 79 75 103 69 74
Other countries
External 69 56 71
Intra-Group - - 1
69 56 82 19 - - 19 - -
9,128 8,022 8,291 485 413 524 266 320 470
Inter-area eliminations {1,154} {1,049) (1,481}
Sales to operations to
be discontinued and to
discontinued operations {243) {279) {456)
7,731 6,694 6,354 485 413 524 266 320 470
Operations to be
discontinued
Total 1,052 1,052 1,110 {26) 9 78 {420} (3) 78
Sates to continuing
operations and to
discontinued
operations {68): (88} {81}
984 964 1,029 {26} 2 78 {420) (3} 78
Discontinued operations
Total 2,439 2,854 3,005 161 243 382 938 243 422
Sales to continuing
operations and to
operations o be
discontinued {92} 92) (119}
2,347 2,862 2,886 161 243 392 938 243 422
Share of profits less losses
of associated undertakings 16 27 18
11,062 10,520 10,269 620 665 994 800 587 988

Turnover by operations to be discontinued and discontinued operations is primnarily in the following geographic areas:
Operations to be discontinued: Americas £564m (1996 Americas £471m, 1995 Americas £397m)
Discortinued operations: Asia Pagific £1,614m (1996 Asia Pacific £1,995m, 1995 Asfa Pacific £1,813m)
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4 Segment information {continued}
Classes of business

Total assets Totat assets less
current {iabilities
1907 1996 1995 1997 ..1996
Em £m £m £m £m

Operating assets/Net operating assets
Continuing operations
Ongoing operations

Coatings 1,284 1209 1,045 LT eTs
Specialty Products e 2822 287 189 193
Materials 1,181 1,170 1,197 928 gs2
Industrial Chemicals ] 1,345 1,584 1,486 963 900
Intra-Group eliminations {95) (170) (133)
6,237 4,080 3.906 4,456 2,804 2,731
Operations to be discontinued . 1,075 1,368 1,332 867 1,071 1,094
Intra-Group eliminations 22) (19) (15)
1,054 1,349 1,317 867 1,071 1,084
Discortinued operations 308 2519 2,367 209 1,983 1,838
Intra-Group eliminations {1} {40) (31)
307 2,479 2,336 209 1,993 1,838
Total operating assets 7,598 7,908 7,559
Total net operating assets e e . 2982 5888 5663
Nga:operating assets/Net non-operating assets {liabilities) 1,663 1,143 1,913 {909) 231 936
9,261 9,051 9,472 4,623 6,099 6,599
Non-operating assets ] Net non-operating assets
1997 1996 1995 1997 1998 1995
Notes £m £m Em £m £m £m
Non-operating assets/Met non-operating assets
Non-operating assets
Fixed asset investments 254 172 172
Non-operating debtors S SO . 70 8
Investments and short-term deposits 835 560 1,337
Cash 340 3 336
1,663 1,143 1,913 1,663 1,143 1,913
Non-operating liabilities
Short-term borrowings {1,105} (188) (179)
Current instalments of loans S 950) @43
Non-operating creditors 19 {517} {483)
Non-operating liabilities {2,572) {912)
1,663 1,143 1,913 (909 231
Employees
o9y .16 1995
Average number of peopte employed by the Group '
Continuing operations
Ongoing operations -
Coatings _ et e G700 17,100 ...14800
Specialty Products 10,700 2,400 2,100
Materials 4700 . 4,700 e 21400
Industriat Chemicals _ e e o TU800 13700 T 15,400
Corporate
Board support 200 200 200
Group technical resources and other shared services 1,700 1,500 1.400
47,900 39,600 39,000
Operations to be discontinued ) e 10800 10,500 12,500
Discontinued operations 11,000 13,900 13,300

Total employees 69,500 64,000 64,800
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4 Segment information {continued)

Geographic areas
) Total assets Totat assets less
current liabilities
1987 1996 1995 1997 1996 1995
£m £m £m £m £m £m
QOperating assets/Net operating assets
Continuing operations
Ongoing cperations
United Kingdom ) 2,102 1,154 1,323 1,445 1,136 1,126
Continental Europe 1,106 646 738 722 343 363
The Americas 2,287 1,560 1,343 1,770 917 926
Asia Pacific 801 606 807 528 278 300
Qther countries 36 196 71 21 130 16
Intra-Group eliminations {95) (82) (1786)
6.237 4,080 3,906 4,456 2,804 2,731
Operations to be discontinued 1,076 1,368 1,332 867 1,071 1,094
Intra-Group eliminations {22} (9 (15)
1,054 1,349 1,317 867 1,071 1,094
Discontinued operations aos 2,519 2,367 209 1,993 1,838
Intra-Group eliminations 1) (40) 31)
307 2,479 2,336 209 1,993 1,838
Total operating assets 7,598 7,908 7,559
Total net operating assests 5,632 5,868 5,663
Non operating assets/Net non-operating assets 1,663 1,143 1,913 {909) 231 936
9,261 9,051 9,472 4,623 6,099 6,593

Total assets by operations to be discontinued and discontinued operations are primarily in the following geographic areas:
Operations to be discontinued: Asia Pacific £332m {1896 Continental Europe £360m, 1995 Continental Europe £4 02m}
Discontinued operations: UK £175m (1996 Asia Pacific £1,750m, 1995 Asia Pacific £1,621m}

Turnover by customer location

1997 1996 1995
£m £m £m
Continuing operations
Ongoing operations
United Kingdom 1,761 1,763 1,704
Continental Europe 1,803 1,509 1,507
The Americas 2,844 2,347 2,068
Asia Pacific 1,004 816 661
Qther countries 319 259 414
7,731 6,604 6,354
QOperations to be discontinued 284 964 1,029
Disceontinued operations 2,347 2,862 2886
11,062 10,520 10,269

Turnover by custorer location for operations to be discontinued and discortinued operations are primarily in the following geographic areas:
Operations to be discontinued: Americas £423m (1996 Americas £333m, 1995 Americas £332m)
Discontinued operations: Asia Pacific £1,533m (1996 Asia Pagific £1,886m, 1935 Asia Pacific £1,777m)

Ei'nployees
Cngoing operations Total
1997 1996 1995 1997 1996 1995
Average number of people employed by the Group
United Kingdom 14,500 14,000 15,400 18,100 17,700 18,900
Continental Europe 6,400 4,400 4,400 8,100 6,100 6,100
The Americas 16,700 12,400 10,500 20,900 16,600 15,600
Asia Pacific 10,000 8,600 8,500 18,000 19,200 19,000
Other countries 300 200 200 4,400 4,400 5,200
Total employees 47,800 39,600 39,000 69,500 64,000 64,800
Number of people employed by the Group at the year end
Continuing operations
Ongoing operations 55,600 38,500 38,400
Operations to be discontinued 10,100 10,200 1,700
Discontinued operations 1,800 13,600 13,700

Total employees ) 67,500 63,300 63,800
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1995 1996 )
Continuing operations Discontinued Total Continuing operations Discontinue;i o
operations operatiché T L
Ongeing  Operations _..Ongoing  Operations
operations to be operations to be
discontinued discentinued .
£m £m £m £m gm_ tm £m em
6,354 1,029 2,886 10,269 6694 984 Bmez 10830
(4327) @ @0 (7049 (4.713) (729 (2102 g
(447) 65) {119) {625) {466) {76) (125 g67)
(122) (32) ED) {185) (13 GO .68 8y
(988) {153) {366) (1,507) {1,048) (127) (384) (1559
{5,878) (961) {2,527) (9,3686) {6,340) (962) (2,657) (0.959)
- 1 5 - 5 - - e
5 - 7 12 7 1 15 23
39 9 24 72 47 6 22 75
48 10 33 a1 59 7 38 104
524 78 392 994 413 g 243 665
(189) (83) (119) 3g1) (202) (76) (124) 402
2,027 318 875 3,220 1,981 235 760 2,976
6,354 1,029 2,886 10,269 6,694 964 2862 10820
{4,361) {711) {2,011) (7,083 {4,734) (729) 21020 (7,585 |
(444) (85} (19) .. 1628) ....(487) 78 (129 .. .l668)
{122) (32) (31 (185) {115) (30) (46) oy
{1,045) (153) (366) (1,564} (1,149) (139) {384) (1,672)
{5,972) (961) (2,527} (9,460) (6,485) (974) (2,657) (10,096)
2 1 2 7 - - 1 5 ]
39 9 24 72 47 6 22 s T
48 10 33 91 59 7 38 104
430 78 392 900 288 3 243 528
{196) 83) (119) {398) 216) (76) (124) (416)
1,993 318 876 3,186 1,960 235 760 2955
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5 Trading profit (loss)

1987
Continuing operations Discontinued Totat
operations
Ongoing operations Operations
to be
discontinued
Acquisitions Other Total
ongaing
&m £m £m £m £m £m
Trading profit (loss) before exceptional items
Turnover 1,402 6,329 7,731 984 2,347 11,062
Operating costs
Cost of sales {940) {4,499} {5,439} {733} (1,723} {7,995}
Distribution costs (112 (423 (535 82 {135} {752
Research and development {38} {124} (162} {26) 41) {229}
Administrative and other expenses {136} {1,038} (1,174} {170} {299} 11,643}
{1,226} {6,084} {7,310} {1,011} {2,198} {10,519}
Other operating income
Government grants 1 8 9 - - 9
Royalties 1 8 7 - 5 12
QOther income 2 46 48 1 7 56
4 60 84 1 12 77
Trading profit {loss) 180 305 485 {26) 161 620
Total charge for depreciation included above {47} {199} {246} {77) {111} {434}
Gross profit, as defined by Companies Act 1985 462 1,830 2,292 251 g24 3,167
Trading profit {loss) after exceptional items
Turnover 1,402 6,329 7,731 984 2,347 11,062
Operating cosis
Cost of sales {940) {4,499) {5,439} {733) {1,723} {7,895)
Distribution costs {112) {423} {535} (82) {135) {752)
Research and development {38) {124} {162) {26) {41) (228)
Administrative and other expenses 70} {1,206} {1,376) {170) {299) {1,845}
{1,260} 6,252) {7,512) {1,011} {2,198) {10,721}
Other operating income
Government grants 1 8 g - - g
Royalties 1 G 7 - 5 12
Other income 2 46 48 1 7 56
4 60 64 1 12 77
Trading profit (loss) 146 137 283 (26} 161 418
Total charge for depreciation included above {47} {298} {346} {77} {111} {534}
Gross profit, as defined by Companies Act 1985 462 1,830 2,292 251 624 3,167

6 Note of historical cost profits and losses

There were no material differences between reported profits and losses and historical cost profit and losses on erdinary activities before tax in 1997, 1996
and 1985.
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Continuing operations  Discontinued Total Continuing operations "Discontinued” Total
operations operations )
Ongoing _ Operations ...Ongeing  Operations o
operations to be operations to be
discontinued discontinued
£m £m £m £ £m fm £m gm
= o 55—
(2 @ 5
15 15 27
3 3 1 L
) h___
18 i8 27 27
a8 5 9 60 38 7o 6 B
79 79 89 {10 @) T
125 5 9 139 127 (3) 4 128
8 . 2 10 I 4 L
11 1 4 16 13 6 10 29
19 3 4 26 27 10 11 48
144 8 13 165 154 7 15 176
{99) @ 3 (104) 81 4@ @ 87)
45 6 10 61 73 3 13 89
1995 1998
Continuing operations Discontinued Total tinuing operations ... Discontinued Total
operations operations
Ongoing  COperations Exceptional Ongoing _____Qperatiorlg '_‘_E_)_gceptionq‘l
operations to be items rations be items B
“discontinued discontinued
£m £m £m fm fm £m £m £m em £m
134 () 2 38 173 73 21 4] 24 17
(85) @ 4)] 73 70 (19) - @ . ...
) 21 (3) 6 22 9 2 (6 12 17
87 13 {1) 43 122 11 4 7 34 42
5 Z 5 25 o a5 2 i Gg T
@) 23 (11) (8) 2 1 (8) (5} (12)
96 27 (8} 67 182 97 (@) 22} 40 113
163 40 @) 110 304 108 2 29 74 185 |
4 4 3 3
167 40 (9) 110 308 111 2 {29) 74 158

]
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7 Share of profits less losses of assotiated undertakings

1997
Continuing aperations  Discontinued Total
operations
Ongoing Operations
operations fo be
discontinued
£ £m £m Em
Share of profits less losses before tax o
Dividend income 56 - - 56
Share of undistributed profits less losses before exceptional items {40) - - {40}
16 - - 16
Gains on disposal of investments - - - -
Amounts written off investments (including provisions raised £ nil {1896 £1m; 1985 £nil)) - - - -
16 - - 16
& Net interest payable
Interest payable and similar charges
Loan interest
Bank loans 19 1w " 47
Other loans 118 {8) 13 123
137 9 24 170
Interest on short-term bomowing
Bank borrowings 118 2 1 122
QOther borrowings 42 - 7 48
161 2 8 11
298 H 32 341
fnterest receivable and similar income {86} {4} - {30}
Net interest payable before exceptional items 212* 7 32 251

Net gains/losses on realised forward rate agreements deferrad at the year end were not material.

* Includes interest attributable to acquisitions £4m: {Bank loans £1m, other loans £1m, bank borrowings £1m, other borrowings £1m) less interest
receivable and similar income £2m.

In addition to the above, there was an exceptional item of £31m relating to the write-off of a loan amrangement fee following the refinancing of debt raised

to finance the Speciality Chemicals acquisition, the last tranche of which was refinanced on 23 Qctober 1997. Total interest including this exceptional cost

was £282m.

8 Tax on profit {loss} on erdinary activities

1987
Continuing operations Discontinued Total
operations
Ongeing Operations Exceptional
operations to be items
discontinued
£m £m £m £m m
1C1 and subsidiary undertakings
United Kingdom taxation
Corporation tax {61} {2} {10} 139 66
Double taxation relief {75) 6} (81}
Deferred taxation 127 {2) {45) {53) 27
9 @ {55) 80 12
QOverseas taxation
Overseas taxes 78 {1} 114 191
Deferred taxation {20} {2} 27 {2} 3
58 (3} 27 112 194
49 {7} {26) 192 206
Associated undertakings 4 4
Tax on profit (loss) on ordinary activities 53 {7) {28} 192 210

UK and overseas taxation has been provided on the profits (losses) earned for the periods covered by the Group aceounts. UK corporation tax has been
pravided at the rate of 31.5% (1996 33%, 1995 33%).

The 1997 charge in respect of ongoing operations benefited from adjustments to past years’ provisions.

The exceptional tax credit in 1997 was in respect of the disposal and rationalisation programmes as discussed in note 3.

The excaptional tax credit in 1996 was in respect of the exceptional rationalisation costs as discussed in note 3.

The exceptional tax credit in 1995 was in respect of the Grow Group Inc. and Fuller-O'Brien restructuring costs partially offset by tax on disposals of
operations in the UK, USA and India.
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9 Tax on profit {loss) on ordinary activities {continued)

Loaeer L 1ess 1995

£rm £m £m

Profit (loss) on ordinary activities before taxation is analysed as follows: o
United Kingdom i {100} 85 375
Overseas . bog 386 534
Associated undertakings 10 27 18
518 498 927

The table below reconciles the tax charge at UK corporation tax rate to the Group's tax on profit (loss) on ordinary activities.

Taxation charge at UK corporation tax rate (1997 31.5%; 1996 33%; 1995 33%) 183 164 306
Provisions not aliowable ,, , _ S - I T
e e B
Capital gains not taxable or rolled-over ) 420 an e
Taxable intra-Group dividend income .82 o9 g
Depreciation —tax versus book (12} o (15) (39)
Overseas tax rates 4 2 9
Current year tax losses not relieved ) ] - 50 2N
Prior year tax losses utilised (15 © g
Other {15) {10) 4

Tax on profit {loss) en ordinary activities 210 158 308

To the extent that dividends remitted from overseas subsidiaries and associated undertakings are expected to result in additional taxes, appropriate
amounts have been provided. No taxes have been provided for unremitted eamings of subsidiaries and associated undertakings when such amounts are
considered permanently re-invested. Cumulative unremitted earnings of overseas subsidiaries and associated undertakings totalled approximately £2,467m
at 31 December 1997 {1998 £1,709m, 1995 £1,779m); the remittance of these amounts would incur tax at substantially lower than statutory rates after giving
effect to foreign tax credits.

Deferred taxation »
The amounts of deferred taxation accounted for at the balance sheet date and the potential amounts of deferred taxation are disclosed befow.

Group Company
1997 1986 1995 ... 1997 1998 1998
£m £m £m fm em
Accounted for at balance sheet date (note 21)
Timing differences on UK capital allowances and depreciation A3 18 193 68 6 63
Miscellaneous timing differences 7o) (85) (92) 25 9 uy
143 104 101 a3 70 46

Not accounted for at balance sheet date _
Timing differences on UK capital allowances and depreciation
Misceltaneous timing differences

i = - - .
dd 37 - - -
Full potential deferred taxation 233 148 138 a3 70 46
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o  Tax an profit {foss) on ordinary activities {continued)
Deferred taxation

Deferred taxation accounted for in the financial statements and the potential amounts of deferred taxation were:

1997 1996
£m £m
Deferred tax liabilities
UK fixed assets 213 189
Non-UK fixed assets 291 213
QOthers ‘ 168 52
672 454
Deferred tax (assets)
Rationalisation provisions {586} {58)
Pensions {66) (70}
Employee liabilities {89} 73)
Maintenance provisions (13} (14)
Business provisions (41} (256)
Inter-company inventory transfers {1} (2)
Stock valuation (9} (6)
Disposal of businesses (59}
Losses {45) 4)
Cther {60} {54}
{439) {306}
Full deferred tax provision 233 148
Not accounted for at the balance sheet date {90} {44)
Deferred tax accounted for at the balance sheet date 143 104
Analysed as:
Current (93) (26}
Non-current 236 130
143 104

Under UK GAAP, deferred taxes are accounted for to the extent that it is considered probable that a liability or asset will crystallise in the foreseeable future.
Under US GAAP, in accordance with SFAS No.109, deferred taxes are accounted for on all timing differences, including those arising from the US GAAP
adjustments, and a valuation allowance is established in respect of those deferred tax assets where it is more likely than not that some portion will not be
realised. The deferred tax adjustments to net income and net equity to conform with US GAAP are disclosed in note 42.

10 Dividends
1997 1996 1995 1997 1996 1995
Pence per £1 Crdinary Share £m £m £m
Interim, paid 6 October 1997 12.5 12.5 11.5 il 22 83
Second interim, to be confirmed as final, payable 20 April 1998 19.5 19.5 18.5 141 141 134
32.0 32.0 30.0 232 232 217

No withholding tax is deducted from payments to UK residents. Howaver, the shareholder, when receiving a dividend, unless the dividend is paid as a
Foreign Income Dividend, receives an imputed tax credit against his personal tax liability. This imputed tax credit is paid by the Company to UK tax
authorities as Advance Corporation Tax. The equivalent gross rates of dividends, including the imputed tax credit, were 40p in 1996 and 37.5p in 1995, As
the 1997 dividend of 32.0p s being paid as a Foreign Income Dividend there is no attaching tax credit although a UK individual sharehelder has no liability
1o tax on the dividend at the basic rate of income tax. The first 1997 interim dividend paid on & October was paid as a Foreign Income Dividend. The final
1997 dividend to be paid on 20 April 1998 will also be paid as a Foreign Income Dividend.
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11 Earnings {loss) per £1 Ordinary Share

Continuing operaticns Discontinued o Total
_ operations .
Ongoing  Operations Total

_Operations tobe

.. discontinued
£m £m £m £m £m
Net profit {loss) for the financial year before exceptional items 222 {26)” 186 44 240
Exceptional items after tax and minorities {6165} 635 19
Net profit {loss) for the financial year {420) 879 259
million million million milliort million
Average Ordinary Shares in issue during year, weighted on a time basis 727 727 727 727 727
pence pence pence pence pence
Earnings (loss) per £1 Ordinary Share - before exceptional items 30.5 {3.6) 26.9 6.1 33.0
Earnings (loss} per £1 Ordinary Share — after exceptional items (57.9) 93.4 35.6
1996 £m £m £m £m £m
Net profit for the financial year before exceptional items 236 5 241 111 352
Exceptional items after tax and minorities {77} 77
Net profit for the financial year 164 1M 275
million million million million  miliion
Average Ordinary Shares in issue during year, weighted on a time basis 725 725 725 725 725
pence pence pence pence pence
Earnings per £1 Ordinary Share — before exceptional items 32.6 0.7 33.3 15.3 48.6
Eamings per £1 Ordinary Share - after exceptional items 22.6 15.3 37.6
Net profit for the financial year before exceptional items 310 23 333 222 555
Exceptional items after tax and minorities {47} 27 (20)
Net profit for the financial year 286 249 535
million mitlion million million miliion
Average Ordinary Shares in issue during year, weighted on a time basis 724 724 724 724 724
pence pence pence pence pence
Earnings per £1 Ordinary Share — before exceptional items 42.8 3.2 46.0 30.7 76.7
Earnings per £1 Ordinary Share - after exceptional items 39.5 34.4 73.9

There are no options, warrants or rights outstanding in repect of unissued shares except for the share option schemes for employees (note 22). The effect on
eamnings per £1 Ordinary Share of the issue of shares under optien would net be material.

Earnings per £1 Ordinary Share before exceptional items has been calculated to show the impact of exceptional items as these can have a distorting effect
on eamings and therefore warrant separate consideration.
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12 Tangible fixed assets
Land and Plant and Payments on Total
buildings  equipment account and
assets in
course of
construction
£m £m £m £m
Group
Cost or as revalued
At beginning of year 1.248 6,780 841 8,868
New subsidiary undertakings 368 778 123 1,268
Capital expenditure - - 77 717
Transfers of assets into use 59 458 517)
Exchange adjustments {80} {331} (74} {495)
Disposals and other movements {374) (2,141 (233} (2,748)
At end of year 1,211 5,544 857 7,612
Depreciation
At heginning of year 452 3,830 4,412
Charge for year 69 700 768
Exchange adjustments {17} {125} {142}
Disposals and other movements {124) {1.258} {1,383}
At end of year 419 3.248 3,656
Net book value at end 1997 301 2,298 857 3,956
Net bock value at end 1996 766 2,850 341 4,457

The Group depreciation charge of £769m, shown above, comprises £434m charged in arriving at trading profit and £335m charged to exceptional items

relating to provisions for impairment and losses on sale.

Capital expenditure in the year of £717m includes capitalised finance leases of £5m; creditors for capital work done but not paid for decreased by £38m; the

resulting cash expenditure on tangible fixed assets was £750m.

The net book value of the tangible fixed assets of the Group includes capitalised finance leases of £18m (1996 £18m) comprising cost of £28m (1996 £29m)
less depreciation of £10m (1996 £11m). The daepreciation charge for the year in respect of capitalised leases was £3m (1986 £3m) and finance charges were

£1m (1996 £1m).

Included in land and buildings is £211m (1996 £225m) in respect of the cost of land which is not subject to depreciation.

Company

Cost

At beginning of year 155 681 116 253

Capital expenditure 92 92

Transfers of assets into use 25 (25)

Transfers from subsidiary undertakings 9 g 18
Disposals and other movements i85) 56} (141}
At end of year 80 653 183 922
Depreciation

At beginning of year 62 428 490
Transfers from subsidiary undertakings 5 5
Charge for year 5 42 47

Disposals and other movements {19} (32) {51}
At end of year 48 443 491

Net book value at end 1997 32 216 183 431

Net book vaiue at end 1996 94 253 16 463
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12 Tangible fixed assets {continued)

1997 1996 1997 1996
£m £m £m £m

The net book value of land and buildings comprised )
Freeholds 736 700 32 93
Long leases (over 50 years unexpired) 60 60 . 1
Short leases 5 [ - -
801 766 32 94

Group

Land and buildings

Plant and equipn-'iéht

1997 1996 1997 1996
Revalued assets included in tangible fixed assets £m m £m £m
At revalued amount - 78 - 80
Depreciation - {26} - (71)
Net book value - 52 - 9
At historical cost - M4 - 95
Depregiation - (22) - (88)
Net book value - 198 - 7
13 Investments in subsidiary undertakings
Shares Loans Totg!-
£m £m £
Cost ]
At beginning of year 6,465 594 1,058
Transters to (from) subsidiary undertakings 569 {889) {326)
New investments/new loans 1,679 2,970 4,045
Disposals/loans repaid/transfers (20} {8) {98}
Exchange adjustments (66) 26 {40)
At end of year 7,957 2,693 10,650
At beginning of year (277) {1} {278)
Transfers to subsidiary undertakings 92 92
Additions @67 ... (@87
Exchange adjustments 4 @
At end of year {556) (1) {557)
Balance sheet value at end 1997 7,401 2,692 10,093
Balance sheet value at end 1996 6,188 593 6,781
Cost includes scrip issues capitalised £1m (1996 £6m).
1997 1996
Shares in subsidiary undertakings which are listed investments £m £m
Balance sheet value 5 5
Market value 56 4?

The Company’s investment in its subsidiary undertakings consists of either equity or long-term foans, or both., Normal
debtors or creditors. Information on principal subsidiary undertakings is given on page 88,

trading balances are included in either
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14 Investments In participating and other interests

Associated undertakings Other investments Total
Equity  Non equity Loans Shares Loans
accounted shares
shares
£m £m £m £m em £m
Group
Cost
At beginning of year 25 16 10 120 - i1
Additions : 14 - -] 36 204 260
Disposals and repayments {6} (3 - {7} a7 {115)
Exchange adjustments 1 - £} {16; {15) {32
At end of year 34 11 14 138 92 284
Share of post-acquisition reserves less losses
At beginning of year H 71
Retained profits less losses 44} {44)
Exchange adjustments (1 (4]
At end of year 28 26
Provisions
Al beginning of year - (3 - {87) - {70)
Exchange adiustments - 2 - 12 - 14
At end of year - h = {55) = (56}
Balance sheet value at end 1997 60 10 14 78 92 254
Balance sheet value at end 1996 96 13 10 53 - 172
The above investments included
1997
Listed investments - balance sheet value - - - 43 43
- market value - - - 31 Ky
1998
Listed investments - balance sheet value - - - 53 53
- market value - - - 46 48

information on principal associated undertakings is given on page 89,

The results of Louisiana Pigment Company, L.P. (LPC) have been proporticnately consolidated in the financial statements. Under US GAAP, the results would
be equity accounted, LPC is a partnership and is managed through a supervisory committee on which the Group and the Group’s joint venture partner,
NL Kronos, are represented.

The fair values of the investments which are not listed, are not materially different from their carrying values. The difference between fair value and book
value of non-equity accounted non-current investments has been included as a US GAAP adjustment to shareholders’ equity (note 42).
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14 Investments in participating and other interests {continued)

___Associated Other Totat
ndertakings investments
Shares Shares
em_m em
Company
Cost
At beginning of year 5 138 M43
Additions - 23 23
Exchange adjustments - (15} 18
At end of year 5 146 151
Provisions ]
At beginning of year {1} ©2) {23}
Exchange adjustments 1 2] 10
At end of year - {83) {83
Balance sheet value at end 1997 5 63 88
Balance sheet value at end 1996 7 4 .46 50
The above investments included
1997 ) ) ) )
Listed investments — balance sheet value - 43
- market value - 21
1996 N - »
Listed investments - balance sheet value - 46
- market value - 43
15 Stocks
Group ] Company
1987 1996 1997 1996
Raw materials and consumables 450 a1 29 28
Stocks in process 66 532 1 4
Finished goods and goods for resale 803 849 45 61
1,319 1,389 75 93
16 Debtors
Group Non-operating debtors ) Company
0GR IR GrOU
1997 1996 1997 1996 1987 1996
£m £m £m £m £m £m
Amounts due within one year . e e e e e oot . .
Trade debtors 1,666 1,402 63 76
Less: amounts set aside for doubtful accounts {71) (70)
Amounts owed by subsidiary undertakings 2,63? o 2,554
Amounts owed by associated undertakings 5 ] 4 - -
Prepaid pension costs R R T o
Taxation recoverable 82 46 8z 46 23 L
Other prepayments and accrued income 124 137 15 24 4 33
Other debtors 245 298 1 - 25 30
2,052 1,826 a8 70 2,752 2,693

Amounts due after more than one year

Advance corporation tax recoverable - 7
Prépaid pension costs 243 174 - - 203 154
COther debtors 126 132 - - 33 33
405 306 36 - 313 207
2,457 2,132 134 70 3,065 2,900

Under US GAAP, the amounts due after more than one year would ba shown as non-current.




Notes relating to the accounts ICl Annual report and accounts and Form 20-F 1887 87

47 Curent asset investments and short-term deposits

Group Company
1097 1996 1997 1996
£m £m £rm £m
Listed investments 48 116 - 50
Unlisted investments and short-term deposits 887 444 1 50
935 560 ] 100
Included in cash and cash equivalents 263 314 - -
Market value of listed investments 56 116 - 50

Included in unlisted investments and short-term deposits and cash are amounts totalling £206m (1996 £191m) held by the Group's insurance subsidiaries.
In 1997 £24m (1996 £14m) was readily available for the general purposes of the Group. The increase in unlisted investments and short-term deposits is due
to the timing of disposal cashflows.

The management of current asset investments is discussed in note 39.

418 Short-term borrowings

Group Campany Average interest rate - Group®
1987 1996 1897 1996 1997 1996
£m £m £m £m Y %
Bank borrowings
Secured by floating charge 5 4 - -
Unsecured 58 39 1 1
83 43 1 1 6.8 8.7
Other borrowings {unsecured) 1,042 143 - - 6.3 7.7
1,105 186 1 1
Maxirmum short-term borrowings outstanding during year 1,500 324

* Based on borrowings outstanding at 3t Pecember.

Various short-term [ines of credit, both committed and uncommitted, are available to the Group and are reviewed regulardy. There are no facility fees payable
on uncommitted lines nor is there a requirement for an equivalent deposit to be maintained with any of the banks.

The carrying values approximate to fair values due to the short maturity of these borowings

19 Other creditors

Group Nor-operating creditors Company
included in Group
1897 1996 19g97 1996 1997 1996
£m £m £m £m £m £m
Amounts due within one year

Trade creditors 1,142 1,093 93 ao
Amounts owed to subsidiary undertakings 6,237 6,401
Amounts owed to associated undertakings 4 4 - -
Corporate taxation 273 233 273 233 122 109
Value added and payroll taxes and social security 54 64 - 6
Dividends to Ordinary Shareholders 141 141 141 141 141 141
Environmental liabilities 20 15 - -
Pension liabilities 24 10 - -
Accruals ‘ 341 224 96 77 40 51
Other creditors® 584 738 7 32 50 40
2,583 2,623 517 483 6,683 6,838

Amounts due after more than one year
Corporate taxation 1 12 - -
Amounts owed to subsidiary undertakings 3,252 674
Environmental liabilities 8 10 - 4
Pension liabilities 14 7 - -
Other creditors” 43 43 10 10
67 72 3,262 688

* Includes obligations under finance leases (note 34). _
Under US GAAP, provisions for liabilities and charges (note 21) would be shown under accounts payable and accrued liabilities due after more than one year.

The fair values of financial instruments included above are not materially different from their carrying values.
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20 Loans
Group Company
1997 1986 1997 1996
Repayment
dates £m L Em Em £m
Secured loans .
US dollars 1898/2001 3 85
Taiwanese dollars 1998/2001 85 96
Cther currencies 1998/2001 61 55
Total secured 101 236 - -
Secured by fixed charge - bank loans ) FE 202
- other 16 1’
Secured by floating charge - bank loans 10 16
Unsecured loans
Sterling
9%% and 10% Bonds 2003/2005 200 200 200 200
7.625% Bonds 2007 297
Variable rate medium term notes 1998/2003 272 53 208
QOthers 1998/1999 68 28 40
837 281 448 200
US dollars 7
874% Debentures 2006 151 147
8.8% to 8.9% medium-term notes 1998/2002 27 7
834% Notes 2001 151 147
7%% Notes 1997 - 133 '
9% Notes 2000 181 177
71%% Notes 2002 129 118
6%% Notes 2002 150
6%%0% Notes 2004 450
7.05% Notes 2007 150
6%% Bonds 2002 301
Variable rate medium term notes 1998/1999 906 906
Variable rate medium term notes 1998/2003 150 102
Others 1988/2008 119 88 6
2.857 835 1,014
German Marks (variable rate) 1998/2002 55 17
Swiss francs (4% to 6%%) 1998/1999 - 65
Other currencies 1998/2002 30 15 22
Total unsecured 3,829 1,196 1,501 200
Total loans ~ excluding financial derivatives 3,930 1,432
Financial derivatives {5) (15)
Total loans 3,925 1,417 1,501 200

An analysis reflecting the effects of financial instruments on the Group's borrowings at 31 Decernber 1997 is set out in note 39.
The following analysis reflects the effects of financial derivatives on the Group's bomowings at 31 December 1997.

Befors Alter

) fénarscia! firancial

__derivatives  derivatives

Sterling _ _ B 865
US dollars and US dollar related currencies B 2,888 2,001
Swiss francs . ) 6 168
German marks and other EMS currencies 71 527
R of T
3,930 3,925

Fixed rate loans e 2471 1,764
Floating rate loans "i";'cléé' 281
3,830 3.825

The secured debt referred to in this note and the secured short-term borrowings referred to in note 18 were secured by property, plant and other assets with
a net book value at 31 December 1997 of £1,499m.

New borrowings during the year were primarily used to fund the acquisition of the Speciality Chemicals businesses from Unilever Group on 8th July 1997,
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20 lLoans {continued)

Group Company
1997 1996 1987 1996
Loan maturities Zm £m £m em
Bank loans
Loans or instalments therecf are repayable
After 5 years from batance sheet date 532 78
From 2 to 5 years 447 224
From 1 to 2 years 87 50
Total due after more than one year 1,066 352
Total due within one year 136 108
1,202 460 - -
Other loans
Loans or instaiments thereof are repayable
After 5 years from balance sheet date 781 475 212 200
From 2 to b years 674 360 51 -
From 1 to 2 ysars 454 (13)} 431 -
Total due after more than one year 1,809 822 694 200
Total due within one year 814 135 807 -
2,723 957 1,501 200
Total loans
Loans instalments thereof are repayable
After 5 years from balance sheet date 1,313 553 212 200
From 4 to 5 years 641 205 - -
From 3 to 4 years 219 244 24 -
From 2 to 3 years 281 135 27 -
From 1 to 2 years 541 37 431 -
Total due after more than one year 2,975 1,174 694 200
Total due within one year 8950 243 807 -
Total loans 3,925 1,417 1,501 200
Aggregate amount of loans any instalment of which falls due after 5 years 1,553 715 212 200

+  Gain arising from appreciation of sterling against the yen in respect of a cross-currency swap creating a yen liability.

21 Provisions for liabilities and charges

At Profit Netamounts Movements £xchange At end
beginning and ioss oald or due to and other of year
of yaar account becoming  acquisitions  movements
gurrent and disposals
£m pgy £m £m Lrny £m
Group
Deferred taxation 104 30 - 19 (10} 143
Advance corporation tax recoverable {64y - 21 - 21 {22)
Unfunded pensions (note 37) 165 37 {6} 84 9) 261
Employes benefits 203 z3 (15) 38 - 249
Environmental pravisions a5 1 {18) 23 5) 1M
Reorganisation and other provisions 264 356" {82} 162 {20) 810
757 447 {105} 266 {23} 1,342
Company
Deferred taxation 70 23 93
Advance corporation tax recoverable {43) 21 22)
Other provisions 28 132 (17} 3 147
56 155 4 3 218

* Includes £244m related to disposals announced in 1997 and £108m related to exceptional items included in arriving at net profit.
No provision has been released or applied for any purpose other than that for which it was established.

Under US GAAP provisions for liabilities and charges would be shown under other creditors {note 19).
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22 Called-up share capital of parent company

___Authorised Allotted, called-up and fully pai

1957 1996
£m £m m
Ordinary Shares (£1 each) 850 727 725 725

The number of Ordinary Shares issued during the year, wholly in respect of the exercise of optiens, totalled 1.1m (1996 0.7m; 1995 0.9m).

Movements in the number of shares under option during 1997 comprised new options 4.0m, options exercised 1.1m, and options lapsed or waived 0.7m.
At the end of 1997 there were 4.8m shares available for the granting of options (1996 8.0m).

Employees’ share option schemes

IC! operates a share option scheme for Directors and senior staff {Senior Staff Scheme) and another scheme for all UK employses meeting minimum service
requirements (Sharesave Scheme). Under the Sharesave scheme the maximum number of shares made available for issue under option during a ten year
period is § per cent of the Company’s Ordinary Share Capital in issue on 21 March 1994. Shares required for the Senicr Staff Scheme are purchased in the
market by a trust.

The prices at which options under the Senior Staff Scheme are granted must not be less than the nominal value of an Crdinary Share nor less than the
average of the middle market quotations of ICI Ordinary Shares on the London Stock Exchange on the five business days immediately preceding the date
on which the option is offered, Options under this scheme expire after 10 years.

Under the Sharesave Scheme the price at which options are granted must not be less than the greater of the nominal value of an Ordinary Share, or 80 per
cent of the average market value of an Ordinary Share on the threa dealing days preceding the day on which the offer of optioris is made. The total
purchase cost in respect of options granted under the Sharesave Scheme in 1994 and 1995 is deducted from salary over a period of 5 years, and in respect
of options granted in 1996 over a period of 3 or § years at the choice of the employee.

Options outstanding

At 31 December 1997 there were options outstanding in respect of 16.3m Ordinary Shares of £1 under the Company’s Share Option Schemes for staff
{1996 14.1m) normally exercisable in the period 1998 to 2007 (1997 to 2008) at subscription prices of £4.92 to £12.26 (£4.32 to £12.26). The weighted
average subscription price of options outstanding at 31 December 1997 was £6.86,

At 4 February 1998 there were options outstanding in respect of 16.2 million Ordinary Shares of £1 normally exercisable in the period 1998 to 2007 (1997 o
2006) at subscription prices of £4.92 to £12.26 (£4.32 to £12.26). The weighted average subscription price of options outstanding at 4 February 1998 was
£6.86.

Cptions granted to directors and officers are shown in the Remuneration Committes report on page 40.
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23 Heserves

____Share Retained eamings Total
premium
account
Revaluation Goodwill  Associated Profit Total
under- and loss
takings account
€m £m £m £m £m £m £m
Group
Reserves attributable to parent company
At beginning of 1995 569 37 (657) 80 3,003 2,443 3,012
Net profit {loss) for the financial year (6) 541 535 535
Dividends (note 10) (217) {(217) 217)
Transfer of goodwill on disposals 12 12 12
Amounts taken direct to reserves
Share premiums - share option schemes 4 4
Goodwill {178) (178) (178)
| Exchange adjustments 1) 1 27 27 27
Share of other reserve movements of
associated undertakings and other items 4 4 4
4 £} {178) 5 27 {147) (143}
At beginning of 1996 573 36 {823} 59 3,354 2,626 3,199
Net (loss) profit for this financial year 7 268 275 275
Dividends {note 10) (232} (232) (232)
Transfer of goodwill on disposals 7 7 7
Amounts taken direct to reserves
Share premiums — share option schemes 3 3
Goodwill {184} (184} (184)
Exchange adjustments {1) 3 {191} {189) (189)
Share of other reserve movements of
associated undertakings and other items 2 2 2
3 (1) (184) 5 {191) (371) {368)
At beginning of 1987 576 55 {1,000 71 3,198 2,305 2,881
Net {loss) profit for the financial year {44} 303 259 259
Dividends (note 10) (232} (232 (232)
Transfer of goodwill on disposals 32 32 32
Impairment of goodwill on future disposals 245 245 245
Amounts taken direct to reserves
Share premiums — share option schemes 5 5
Goodwill {3.516) (3,516} {3,516}
Exchange adjustments {4 {1} (254} (259) {259}
Share of other reserve movements
of associated undertakings and other items 31} - 35 4 4
5 {35} {3,516} (1) {219) {3,771) {3,766}
At end of 1997 581 - {4,239} 26 3,051 (1,162} (581}

In the Group accounts, £62m of nat exchange gains on foreign currency loans (1996 gains £154m; 1995 [osses £33m) have been offset in reserves against
exchange losses (1996 losses; 1995 gains) on the net investment in overseas subsidiaries and associated undertakings.

The cumulative exchange gains and losses on the translation of foreign currency financial statements inte pounds sterling are taken into account in the
above statement of Group reserves. US GAAP - SFAS No.52, Foreign Currency Translation, requires the separate disclosure of the cumulative amount of the
foreign currency translation effects on shareholders’ funds, as follows:

1697 1996 1995

£m £m £m

At beginning of year 29 218 191
Exchange adjustments {259) (189) o7
At end of year {230} 29 218

The cumulative amount of negative goodwill included in the goodwill reserve is £1m at 31 December 1997 (1296 £14m; 1995 £14m).

There are no significant statutory or contractual restrictions on the distribution of current profits of subsidiary or associated undertakings; undistributed
profits of pricr years are, in the main, permanently employed in the businesses of these comparies. The undistributed profits of Group companies ovarseas
may be ligble to overseas taxes and/or UK taxation {after allowing for double taxation relief) if they were to be distributed as dividends. No provision has
been made in respect of potential taxation liabilities on realisation of assets at restated or revalued amounts or on realisation of associated undertakings at
equity accounted value.
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23 Reserves {continued)

The Articles of Association of Imperial Chemical Industries PLC state that bomowings after deducting cash, current asset investments and short-term

deposits, must not exceed two and a half times the shareholders’ equity after adding back sums, caleulated in accordance with US GAAP, equivalent to the
unamortised balance of goodwill arising on acquisitions made after 1 January 1886. Any barrowings, cash or short-term investments held by subsidiaries in

their capacity as trustee of a Group pension fund are excluded from the calculation, For the purpose of calculating the basis of the borrowing limits, in

accordance with the Articles of Association, the total of the sums standing to the credit of capital and revenue reserves of the Company and its subsidiary
undertakings, to be added to the nominal amount of the share capital of the Company, was £3,015m at 31 December 1997 {1996 £3,744m; 1985 £3,957m).

Share Profit 1997 19986
prermium and loss Jotat Total
account account
............. Em Em Qn‘ Em
Company
Reserves
At beginning of year 576 1,91 1,908
Net profit for year e28) | 255
Dividends {232} (232)
Amounts taken direct to reserves
Share premiums 5 L5
Exchange adjustments 95} {95} (21)
5 a5 (S0} (18)
At end of year 581 782 1,363 1,911
By virtue of 5230 of the Companies Act 1985, the Company is exempt from presenting a profit and loss account.
24 Net cash inflow from operating activities
1997 1996 1995
£m £m £m
Trading profit 48 528 900
Exceptional charges within trading profit 202 137 94
Trading profit before exceptional items 620 665 994
Depreciation 434 402 3%
Stocks decrease (increase) 18 62 (203
Debtors increase @31 {86) ©7)
Creditors (decrease} increase {42) 93 105
Other movemnents, [including exchange) {83} (7} 87
916 1,129 1,277
Qutflow related to exceptional items {158) (123) (86)
757 1,006 1,181

Outflow related to exceptional items includes expenditure charged to exceptional pravisions relating to business rationalisation 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 1997 expenditure relates

to provisions raised in 1996.

25 Returns on investments and servicing of finance

o T e
Dividends received from equity accounted associates 56 21 13
Other dividends received 16 2 3
Interest received 66 81 94
Interest paid 272 {179) (163)
Dividends paid by subsidiary undertakings to minority shareholders {37} (47) {41)
{171) {122} {94)
26 Capital expenditure and financial investment -
1957 1996 1995
£m £m £m
Purchase of tangible fixed assets o (750) ©78) (641)
Purchase of fixed asset investments other than associated undertakings or joint ventures {23} S
Sale of tangible fixed assets 142 43 12
Sale of fixed asset investments other than associated undertakings or joint ventures 8 - 11
{623} {935) (618)
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27 Acguisitions

1897 1996
Specialty Chemicals Other Total Tota
Book value  Fair value adjustments Fair value Fair value  Fair value Fair value
at acquisition
Revaluations Alignment
to Group
accounting
policies
Notes £m £m £m £m £m £m £m
Subsidiary undertakings and operations
Tangible fixed assets 12 1,161 96 (53 1,252 t7 1,269 77
Intangible fixed assets 5 {‘;) {dj - - - -
Investments in participating interasts 1 3 - 17 - 37 -
Net current assets/liabilities {134} {18} {12) (182} 44 (118} (10}
Creditors due after more than one year 22 {3} 1 (24} - {24} {3)
Provisions for liabilities and charges 200 {205) 31 {374) {%) {375} (26)
i Minority interests - {23 {2} 2
- Fair value of net assets acquired 821 (123} 1% 708 58 767 36
Gioodwill acquired 23 3470 48 3,516 184
Consideration for subsidiary undertakings and operations acquired 437g* 104 4,283 220
Investments in participating interests 168 108 18
4,179 212 4,391 238
Less
Net borrowings (cash) included in undertakings acquired 39 2 37 1
Deferred consideration {55) {7} {62} {5)
Cash consideration 4,163 203 4,366 234
Comprising ocutflow arising om:
current year's acquisitions 4,366 232
previous year’s acquisitions - 2
: 4,366 234

* Comprises payments to vendor £4,134m and acquisition expenses £45m,
Speciality Chemicals '

The Group acquired the Speciality Chemicals businesses of Unilever PLC and Unilever N.V. on 8 Juiy 1997. The acquisition has been accounted for by the
acquisition method of accounting. Given the size and the complexity of the acquisition the fair values currently established are provisional.

Fair value adjustments
The material fair value adjustments were dstermined as follows;

{a) Revaluations - Freehold land and buildings
Eair values have besn based, wherever possible, on cumrent market prices which reflect local factors and conditions. In other cases historic valuation figures
have been used after the application of appropriate inflation or scaling factors. External proparty consultants have advised on local valuations.

{b) Revaluations — Plant and equipment

Where avaiiable, market prices for assets of similar age, type, and condition have been used to determine fair values. Alternatively, fair values have been
derived from current replacement costs taking account of the revised remaining life of each asset. In other instances where cumrent reptacement costs are
not ascertainable an indexed historical cost was used to simulate replacement cost, Where impairment of assets have been indicated, tests have been
applied and, as appropriate, carying values have been applied and, as appropriate, carrying values have bean written down to recoverable amount.

¢) Revaluations - Provisions
Provisions for liabilites and charges of £205m, principally in respect of pension liabilities.

{d) Alignment to Group accounting policies
The accounting policies of the acquired companies have been brought into line with those of the ICI Group. The most significant adjustment relates to the
change from full to partial provisions for deferred taxation in accordance with current UK Accounting Standards.
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27 Acyuisitions {continued)

Impact of acquisitions on cash flows
Spegciality Chemicals contributions to Group cash flow since the date of acquisition is summarised as follows:

m
Net cash inflow from operating activities ] 24t
Returns on investment and servicing of finance (4
Taxation ] 13
Capital expenditure and financial investment S )]
Acquisitions and disposals T
Cash inflow before use of liquid resources and financing 164

The post acquisition cash flows of other acquisitions were not material.

Unaudited information on Speciality Chemicals acquisition
Results

The last financial statements of Speciality Chemicals were prepared for the year to 31 December 1996. The summarised profit and loss account and
statement of total recognised gains and losses for Speciality Chemicals for the period from 1 January 1997 to 7 July 1997, the period prior to effective date
of acquisition, and for the preceding year are set out below:

Unaudited summarised profit and loss account

Adanuary T

o 7 duty T

1997 . ...1ese

£m £m

Turnover 1,467 3,5 a7
Trading profi 186 a6l
Share of profits less losses of associated undertakings 1 2
Net interest payable® ' (5)
Profit on ordinary activities before taxation ) 167 358
Tax on profit on ordinary activities {67) (1'35)
Profit on ordinary activities after taxation 100 216
Aftributable to minorities {2 (2)
Net profit for the period 98 214

Unaudited staterment of total recognised gains and lossas

1 Janhary

to 7 July
1897 18
£m tm
Net profit for the period ] N 98 214
Currency retranslation - (124)
Total recognised gains and losses for the period 98 84

“The net interest charge has been based on the net interest chargea (or credit) incurred {or received) by individuat operations on specific external borrowings
or central financing by or with Unilever, or directly attributable to Speciality Chemicals based on an appropriate allocation of the interest charge or credit
incurred by the Unilever Group business in the relevant country.

The following unaudited pro forma summary combines the consolidated results of the Group and Speciality Chemicals as if the acquisition of the latter had
taken place at the beginning of 1996 and of 1997, after giving effect to certain adjustments, including increased interest expense on the acquisition debt and
related income tax effects. The pro forma summary does not necessarily reflect the results of operations as they would have been if the Group and
Speciality Chemicals had consituted a single entity during such periods.

1997 1996

Tumover 12,529 13 7
Net profit for the financial year 262 297
_..Pence ... pence

Earnings per £1 Ordinary Share ) o i T a1 40.9

Other acquisitions
During the year the Group has made no other material acquisitions where the fair values require to be disclosed or explained in line with FRS No 7 - Fair
Values in Acquisition Accounting. The post acquisition cash flows of these were nat material.
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28 Disposals
1997 1996
£m £m
Subsidiary undertakings and operations
Tangible fixed assets 1,287 1
Net current assets/liabilities 139 42
Creditors due after more than one year {1358} -
Provisions for liabilities and charges {105} -
Minority interests - {263} -
Book value of net assets disposed 934 43
Disposal costs and provisions 333 6
Goodwill written back on disposal 32 7
investments in participating interests 4 -
Repayment of loans 97 -
Profits less losses on disposals
Trading activities 9 5
Exceptional items ral 19
2,176 80
Less
Cash included in undertakings disposed {46} (1)
Deferred consideration {6} {5)
Cash consideration 2324 74
Comprising Inflow (outflow) arising on
current year's disposals 2,134 73
previous year’s disposals {10} 1
2,124 74

The cash consideration for disposals comprises £2,020m (1996 £83m) in respect of disposals of operations, £7m (1996 £21m) in respect of investments in
participating interests and £97m {1996 £nil} in respact of repayment of fixed asset investment loans.

impact of disposals on cash flows
The contrdbution to Group cash flow by 1G] Austrafia Ltd, polyester polymer and intermediates, Forest products and UK Fertilisers business disposals from
1 January 1997 to their respective dates of disposal are summarised as follows:

Discontinued
businesses
(specified
above)
£m
Net cash inflow from operating activities 147
Returns on investment and servicing of finance {43}
Taxation £38)
Capital expenditure and financial investment {115}
Acquisitions and disposals {7}
Cash outflow before use of liquid resources and finanging B
The cash flows of other disposals from 1 January 1997 to their respactive dates of disposal wera not material.
29 Managerment of fiquid resources
1997 1996 1995
£m £m £m
Commercial paper - 465 119
Bank deposits and certificates of deposit (538) 156 2
Floating rate notes, medium term notes, treasury bills 45 62 138
Asset backed securities 66 23 {79)
Corporate bonds 66 13 28
Other 112 22 2
{249) 741 210

Liquid resources are current asset investments held as readily disposable stores of value. In these accounts they comprise current-asset investments and
short-term deposits (note 17).
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30 Financing

Financing ~ shares Financing - debt Total
Shares issued Minorities™ Total Loans  Short-term Finance Total
by Company borrowings leases
Share Share other than
capital premium overdrafts ]
Notes 23 20 32 34
£m £m £m £m £m £m £m £m £m
At beginning of 1995 (724} (569) (109} (1,402) (1,703) (56) (53) (1,812) {3,214)
Exchange adjustments 4 4 (33) {1} 2 (32) 28)
Financing
New finance 1) 4 (12) an 24) (141) (165) {182)
Finance repaid 195 85 41 321 321
Cash flow (M @ (12} a7 171 {58) 4 156 138
Acquisitions and disposals (32) (32 (25) - - (25) 57
Other movements 1 1 7 - - 7 8
At beginning of 1996 (725) (573) (148} (1,446) {1,583) (113) (10) (1,708} (3,152)
Exchange adjustments 8 8 154 154 162
Financing
New finance - i {46) (49) {327) (198} o 525 (574)
Finance repaid 408 163 4 575 575
Cash flow - {3) {46} {49) 81 (35) 4 50 1
Acquisitions and disposals 1 1 (69) - (1) (70} (69
Other movements 3 3 - - (8) (8) (8)
At beginning of 1997 {725) {578) {182} {1.483) {1,417} {148} {15} {1,580} {3,063}
Exchange adjustments 15 15 83 P - v o7
Financing
New finance (2} {5) 2} {g) {5,614) i5,287) {10,881 {10,890)
Finance repaid 3,460 4,850 3 7.953e 7,963
Cash flow (2} i8) 2 2 2,214} {717} 3 {2.828) {2,937
Acquisitions and disposals 94 94 (357} {200 1 {556) {462}
Qther movements 35 35 - {11} i5) {18} 19
At end of 1997 {727} {581} {40) {1,348} {3,025) {1,047} {16} (4,988} {6,336)
*  Share capital element of minority interests.
Repayment  Curency Rate  Amount
dates % £m
1t New finance US dollar bonds 2002-2007 US$ various 764
Bank loan 1997 various various 4,714
Euro dollar bonds . ..1998-2007 GBP2USS  various 1,547
Euro dollar medium term notes 1999-2002 Uss 7.5-9.5 466
US commercial paper I ,, L1997 T USS T various 8108
Speciality Chemicals debt acquired 1997 various various 261
Others 21
10,881
2  Finance repaid Guaranteed notes ] ; ) Uss 7.6 138
Bank loan various various 4,747
US commercial paper B US§ | varous 2464
Speciality Chemicals debt acquired various various 20?
Others ag7

7,853
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3t Analysis of net debt

Cash Financing — debt Current asset Net debt
investments
Loans Short-term Finance Total
Due after  Due within  borrowings leases
one year one year  other than
overdrafts
Notes 1,32 20 20 32 34 17

£m £m £m £m £m £m £m £m
At beginning of 1995 149 {1,522) (181} {56) (53) (1,812} 1,524 {139)
Exchange adjustments 9 (35) 2 (1) 2 (32) {7 {30}
Cash flow 112 (23) 194 (56) 41 156 (210) 58
Acquisitions and disposals - (25) - - {25) 30 5
Other non-cash changes 248 (241) - - 7 _ 7
At beginning of 1986 270 {1,332 (251) (113} (10) (1,706) 1,337 {99)
Exchange adjustments @1) 114 40 - - 154 4 129
Cash flow 54 221) 302 (35) 4 50 {741) 637)
Acquisitions and disposals 4 (65) - m (70) (32) (102)
Other non-cash changes 269 (269) - {8) (8) - (8)
At beginning of 1997 303 {1,174) {243) {148) {15} {1,580) 560 (717)

Exchange adjustments B9 63 - 28 - 92 g 41
Cash flow 27 {2,062) (182} 717 3 {2,928} 249 {2.652}
Acquisitions and disposals 115 472 (2G0) 1 (556} 118 438}
Other non-cash changes il 83 83) {H) {5} (16} - {5)
At end of 1997 282 {2,975) {950} {1,047) {16} {4,988} 935 3,771}

32 Cash and short-term borrowings

Cash Short-term berrowings Net total Cash

at bank (note 18) {at bank and

overdrafts)

Overdrafts Other Total

£m £m £m £m £m £m

At beginning of 1985 235 {86} {56) (142) 93 149
Exchange adjustments 9 - (1) 1) 8 9
Cash flow 92 20 (56) {36} 56 112
At beginning of 1996 336 66) (113) (179) 157 270
Exchange adjustments 27) 6 - 6 (21) 1)
Cash flow 32 22 (35) (13) 19 54

At beginning of 1897 344 {(38) (148} {186} 165 303
Exchange adjustments 63) 4 23 33 {30) (59)
Cash flow 82 {36} {717} {752} 680 27
Acquisitions and disposals - - {200} {200} {2C0) -

Other non-cash changes - 1 (i = 11

At end of 1997 340 {58} {1,047) {1,105 {765} 282
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33 Statement of Group cash tHow: basis of preparation

The Statement of Group cash flow is prepared in accordance with UK Financial Reporting Standard No. 1 (Revised 1996) - Cash Flow Statements, the
objective of which is similar to that set out in the US Standard SFAS No. 95 — Statements of Gash Flows. The two statements differ, however, in their
definitions of cash and their presentation of the main constituent items of cash flow.

The definition of cash in the UK standard is limited to cash plus deposits and berrowings repayable on demand without penalty. In the US the definition in
SFAS No. 95 is widened to include cash equivalents, comprising short-term highly liquid investments that are both readily convertible to known amounts of
cash and so near their maturities that they present insignificant risk of changes in value: generally, only investments with original maturities of 3 months or
less qualify for inclusion. Calculated in accordance with SEAS No. 95, cash and cash equivalents at 31 December 1995, 1996 and 1997 and the movements
during the years ending on those dates were as follows.

1997 1996 1995
Bm _&m &m
Cash and cash equivalents A o _
Cash 340 341 336
Investments and short-term deposits which were within 3 months of maturity when acquired 263 314 650
§03 655 986

Change in the balance of cash and cash equivalents o o ) ]
At beginning of year 655 986 1478
Exchange adjustments {38) {40) 7
Cash outflow during year (49} {291) (197)
Acquisitions and disposals 95 - .
At end of year 603 655 986

The format of the UK statement employs some 8 headings compared with 3 in SFAS No. 95. The cash flows within the UK headings of “Operating
activities”, “Returns on investments and servicing of finance” and “Taxation™ would all be included within the heading of “Net cash provided by operating
activities” under SFAS No. 95. Likewise, the UK headings of “Capital expenditure and financial investment” and “Acquisitions and disposals” correspond
with “Cash Flows from investing activities” under SFAS No. 95, and “Equity dividends paid”, “Management of liquid resources” and “Financing” in the UK,
subject to adjustments for cash equivalents, correspond with “Cash flows from financing activities” in the USA,

34 Leases .
Total rentals under operating leaées. cha;ééd
s an expense in the profit and loss account
Hire of plant Other Total
and machinery
1997 B
Ongoing operations 22 a3 65
Operations to be discontitued » ) o oz 7 9
Discontinued operations s -
Total 24 50 74
Oraoine serations - ” - . o e
Operations to be discontinued e e T
Discontinued operations i2 11
Total 43 54
1995
Ongoing operations o e . 31 23 54
Operations to be discontinued o o e B 2 7 9
Discontinued operations 10 15 25

Total 43 45 88
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34 Leases {continued)

Land and buildings QOther assets
Cormmitments under operating leases to pay rentals during the year following the year of 1897 1996 1997 1996
these accounts, analysed according to the periad in which each lease expires fm £m Zm £m
Expiring within 1 year 7 8 7 8
Expiring in years 210 5 22 23 214 22
Expiring thereafter 17 7 1 1
46 38 29 a
Operating leases Finance leases
1997 1996 1997 1996
Obligations under leases comprise £m £m £m £m
Rentals due within 1 year 75 70 G 3
Rentals due after more than 1 year
After 5 years from balance sheet date 152 53 3 4
From 4 to 5 years 27 18 1 1
From 3 to 4 years a7 28 1 2
From 2 to 3 years 48 40 2 2
From 1 to 2 years 80 52 3 3
324 192 10 12
389 262 16 15
Less amounts representing interest ) - -
Present value of net minimum lease payments 16 15
Less current lease obligations {6} 3)
Non current lease obligations 10 12
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 commencs thereafter,
35 Employee costs
Ongoing operations Total
1887 1996 1995 1997 1986 1995
£m £m £m £m £m £m
Salaries 1,066 880 857 1,517 1,423 1,390
Social security costs 120 109 91 - 159 152 129
Pension costs 126 106 131 171 141 164
Other employment costs -39 44 40 43 54 53
1,351 1,139 1,118 1,890 1,770 1,736
Less amounts allocated to capital and to provisions set up in previous years @) (7} {10} {14} 1) (14)
Severance costs charged in arriving at profit before tax 53 77 56 76 101 68
Employee costs charged In amiving at profit before tax 1,395 1,209 1,165 1,952 1,860 1,791

The average number of people employed by the Group in 1997 was 69,500 (1996 64,000; 1995 64,800). Segmental analysis of employee numbers appears
in note 4.
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38 Post-retirement benefits other than pensions

The Group provides in North America, and to a lesser extent in some other countries, certain unfunded healthcars and life assurance benefits for retired
employees. At 31 December 1997 approximately 30,000 (1996 25,000) current and retired employees were eligible to benefit from these schemes. The
liabilities in respect of these benefits are fully accrued over the expected working lifetime of the existing members.

The total post-retirement healthcare cost for the Group for 1997 was £16m (1996 £14m; 1995 £17m} and the provision at the year end was £187m (1996
£150m}.

1997 1996 1995
£m £m £m
The net periodic post-retirement benefit cost includes the following components:
Service cost 5 3 4
Interest cost 11 11 13
Net periodic post-retirement benefit cost 18 14 17
The Group balance sheet includes the following components:
Accumulated post-retirermnent benefit obligations: ] ,
Retirees 103 82
Fully eligible active plan participants 32 1
Other active plan participants 58 35
193 138
Unrecognised net gain 1 2
194 140

In respect of the Group’s major US plans for health eare and life insurance benefits, the SFAS No.106 - ‘Employers’ Accounting for Post retirement benefits
cother than provisions', cost and provisions were determined on an actuarial basis using a discount rate of 7.1% (1886 7.7%). Health care cost rate increases
range from 8.5% to 9.5% for 1997 (1996 B.5% to 9.5%) and are assumed to gradually decrease to 5.0% by the year 2005 and remain at that level
thereafter. The dental care cost rate increase was 6.0% in 1997 (1996 6%} and is assumed to gradually decrease to 5.0% by the year 2040 and remain at
that level thereafter.

The health care cost trend has a significant effect on the amounts reported., For the Group, increasing the assumed health care cost rates by one per cent in
every year would increase the accumulated post-retirement benefit obligation at 31 Decernber 1997 by £5m (1996 £8m) and the aggregate of the service
and interest cost components of net periodic post-retirement benefit cost for the year ended 31 December 1997 by £3m (1996 £1m).

37 Pension costs

Group

The Company and most of its subsidiaries operate retirement plans which cover the majority of employees (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 trustee-administered funds. Formal independent actuarial valuations of the Group's main plans are undertaken regularly, normally at least
triennially and adopting the projected unit methaod.

The actuarial assurnptions used to calculate the projected benefit obligation of the Group's pension plans vary according to the economic conditions of the
country in which they are situated. The weighted average discount rate used in determining the actuarial present values of the benefit obligations was 8.2%
(1996 8.8%). The weighted average expected long-term rate of return on investments was 8.3% (1996 8.9%). The weighted average rate of increase of
future earnings was 5.5% (1996 6.09%).

The actuarial value of the fund assets of these plans at the date of the latest actuarial valuations was sufficient to cover 93% (1996 94%) of the benefits that
had accrued to members after allowing for expected future increases in earnings; their market value was £6,525m (1996 £6,281m),

The total pension cost for the Group for 1997 was £171m (1996 £141m). Accrued pension costs amounted to £38m (1996 £17m) and are included in other
creditors (note 19); provisions for the benefit obligation of a small number of unfunded plans amounted to £261m (1996 £155m) and are included in
provisions for fiabilities and charges ~ unfunded pension {note 21). Prepaid pension costs amounting to £244m (1996 £183m) are included in debtors
{note 16).

ICI Pension Fund
The ICI Pension Fund accounts for approximately 85% of the Group’s plans in asset valuation and projected henefit terms.

From the date of the actuarial valuation of the IC] Pension Fund as at 31 March 1994 the Company has been making payments into the Fund to reflect the
extra liabilities arising from early retirement as retirements oceur. In addition, the Company agreed to make accelerated contributions to the Fund over the
subsequent six years. A Funding Review as at 31 March 1997 disclosed a solvency ratio on a current funding level basis, which assumes a cessation of
operation, of 95%. The deficit of £26%m in market value terms is Planned to be eliminated by the year 2000, The solvency ratio, on an ongoing basis, is
92% and this deficit, together with the prepayment, is taken into account in arriving at the employers’ pension costs charged in the accounts by being
amortised as a percentage of pensionable emolumnents over the expected working lifetime of existing members.
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37 Pension costs {continued)

Pensions (US GAAF)

For the purposes of the disclosure in accordance with US GAAP, the pension cost of the major UK retirement plans and of the retirement plans of the major
non-UK subsidiaries have been restated in the following tables, on a Group basis, in accordance with the requirements of SFAS No. 87 — Employers’
Accounting for Pensions. The actuarial liabilities of these plans comprise a substantial portion of the Group total.

The funded status of tha Group’s major retirement plans, covering both continuing and discontinued operations, under SFAS No.87 is as follows:

1997 1996
Assets exceed Accumulated Assets exceed Accumulated
accumulated benefits accumulated henefits
benefits exceed assets benefits exceed assets
£m £m £m £m
Actuarial present value of
Vested benefit obligations 929 6,347 785 5,584
Accumulated benefit obligations 941 6,426 794 5,663
Projected benefit ebligations 1,808 5,588 847 6,024
Plan assets at fair value 1,109 6,211 933 5,578
Projected benefit obligations
{in excess of) or less than plan assets 101 {377) 88 (446)
Unrecognised net (gain) or loss {20} {18} (7} 68)
Prior service cost not yet recognised 2} 178 {3) 221
Unrecognised net (asset) obligaticn on implementation {8} 48 (60} 67
Adjustment to recognise minimum liability 7 - (4)
(Pension liability) prepaid pension cost 71 {162} 16 (230)

Plan assets consist primarily of investments in UK and overseas equity and fixed interest securities.

Assumed discount rates and rates of increase in remuneration used [n calculating the projected benefit obligations together with long-term rates of return on
plan assets vary according to the economic conditions of the country in which the retirement plans are situated. The weighted average rates used in the

main plan for SFAS No.87 purposes in the Group were as follows:

1997 1996 1095

% % %

Discount rate 7.0 7.9 8.2
Long-term rate of increase in remungration 4.8 5.2 5.5
Expected long-term rate of return on assets 8.0 8.9 9.1

The net periodic pension cost for the major retirement plans under SFAS No.87 comprised:

1997 1996 1995

£m £m £m

Service cost - present value of benefits eamed during the year * 111 106 104
Interest cost on projected benefit obligations 523 518 540

Actual return on assets {596) (584) (973)
Net amortisation and deferral &0 86 484
Net periodic pension cost 118 126 155

*  The service cost for 1997 is net of £9m (1996 £9m; 1995 £9m) contributed by employees.

The above table excludes pension costs for 1997 of £53m (1896 £17m; 1995 £30m) in respect of minor retirement plans that have not been recalculated in

accordance with the requirements of SFAS No.87.
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38 Related party transactions

The following information is provided in accordance with Financial Reporting Standard No. 8 - Related Party Transactions as being material transactions
with related parties during 1997.

Related party:  IC Insurance Ltd and its subsidiaries disclosed as a principal associated undertaking on page 89.
Transactions:  Insurance claims settled by IC insurance Ltd with IC! amounted to £2m.
Related party:  Phillips-Imperial Petroleumn Ltd (PIP), disclosed as a principal associated undertaking on page 88,
Transactions:  a) Sales of crude oil and refined products to PIP amounted to £130m.

b} Purchase of refined oil and refining costs from PIP amcunted to £43m.

¢} Site services and other charges to PIP amounted to £20m.

Related party:  ICl Tejjin Flucrochemicals Ltd, a4 50/50 joint verture in Japan with Teijin Ltd.

Transaction: Loans totalling Yen 5.¢ billion have been provided to the jeint venture by its parent companies under a five year floating rate committed
facility (ICI's share Yen 2.5 billion (£11.6m}). These have been used to repay existing fixed rate loans.

38 Financial risk management

(a} Net debt management

The Group manages the currency and interest rate exposure which arises on borrowings and cash not immediately required by the business on a net basis
through the use of currency swaps, interest rate swaps and forward rate agreements to manage overall currency and interest rate risks. Forward rate
agreements are used to hedge short-term {fess than one year) interest rate exposure,

The most significant consequences of this approach are:

- toreduce the US dollar currency exposure arising from US dollar loans by holding US dollar cash and through currency swaps.

= toreduce the proportion of the Group's fixed interest rate liabilities arising from US dollar loans through the use of fixed to fleating rate swaps.
The financial instruments used in debt management are accounted for as described in the Group's accounting policies on page 44.

There were no material gains/losses deferred at 31 December, 1997 (1996 nil).

The netional principal amounts and fair values of the Group’s long-term debt net of associated hedges are as follows:

___principal amounts Garrying values* _ Farvalues*

At 31 December At 31 December At 31 December
97 1896 . M%7 1996 1997 1996
o £m em Em £m £Em  em
Loans 3,930 1,432 {3,930) (1.432) 4,049 (1513
Currency swaps , U, .. I 87 5 L < 17
Interest rate swaps - 2,501 1,403 - ”"‘{34} (23}
Interest rate caps 2,717 - 20 -
Forward rate agreements .- = -
Total _ (3,9285) (1.417) {4,076} {1,519)

* ( ) = liability

The fair value of the Group’s long-term publicly quoted debt is based upon quoted market prices, Other debt and all swaps and forward rate agreements
have fair values estimated from discounted anticipated cash flows utilising a zero coupon yield curve.

The total increase in the fair value of long-term debt net of associated hedges for the year ended 31 December 1997 of £2,557m arose from the net addition
to loans (£2,571m), adverse movements on foreign exchange (£63m) and movements due to changes in fixed interest rates (£49m).

The Group does not match interest rate swaps and currency swaps with specific loans. A portfolio approach is adopted to create the Group's target
proportion of fixed and floating rate debt by currency. The maturity profile of the net fixed rate exposure is spread over several years to reduce re-pricing
risk. By adopting this approach the notionat principal of interest rate swaps does not have a one-to-one relationship with the Group's underlying loans.

The Group is exposed to credit refated losses in the event that counterparties to off-balance-sheet financial instruments do not perform according to the
terms of the contract. in the opinion of management, the counterparties to the financial instruments are creditworthy parties and the Group does not expect
any significant loss to resuit from nan-performance. The immediate credit exposure of financial instruments is represented by those financial instruments
that have a positive fair value at 31 December 1997.

At 31 Decemnber 1997 the aggregate value of afl financial instrurnents with a pasitive fair valua (assets) was £27m for currency swaps, £13m for interest rate
swaps, £30m for forward contracts, nil for forward rate agreements, il for interest rate caps and nil for currency options.
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39 Financial Risik Management {continued)

(b) Currency management
The Group hedges its net transactional cumency exposure arising on inventories, trade receivables and payables (trade working capital) fully through the use

of forward foreign exchange contracts. The Group selectively hedges its anticipated currency cash flow exposures for up to 12 months ahead through the
use of forward foreign exchange contracts and selective purchase of currency options.

The Group uses forward rate agreements (up to one year) to manage the interest rate exposure created by forward foreign exchange contracts.

Surplus funds are invested in instruments in a variety of currencies. Forward foreign exchange contracts are used to hedge these back to the currencies that
are appropriate for the net debt portfolio {typically pound sterling or US dollars).

The financial instruments used in currency management are accounted for as described in the Group’s accounting policies on page 44.

The notional pringipal amounts and fair values of finangial instruments used in currency management are as follows:

Notional
principal amounts Carrying values® Fair values”
At 31 December At 31 December At 31 December
1997 1996 1997 1906 1997 1996
£m £m fm £m £m £m
Hedgirng working capital
Forward contracts to buy currency 176 117 {5} 2 {5} 2)
Forward contracts to sell currency 439 35 ;] 13 8 13
Hedging anticipated cash flows
Forward contracts 16 116 - - - 5
Currency options 109 24 - - - -
Hedging debt 874 - 14 - 14 -
Hedging current asset investments
and short-term deposits
Forward contracts 82 642 2 15 2 15
*{ ) = liability

Quoted market prices are used to estimate fair values of currency hedging instruments.

{c) Management of current asset investments

Surplus funds are invested in high quality liquid marketable investments, including money market instruments, government securities and asset backed
securities. Investments are of a plain vanilla nature with no embedded interest rate eptions. The majority of asset backed securities have soma risk of early
redemption, but are of a floating rate nature and hence have minimal fixed interest rate risk. There are no investments of a fixed rate nature with maturity
greater than one year and consequently the fair value of investments is considered to be materially the same as the Consclidated Balance Sheet value.
investments are classified as ‘available for saie’.

At 31 December, 1997 current asset investments of £nil had contractual maturities between one and five years. All other current asset investments had
contractual maturities less than one year. Over 68% of the Group’s cash and short-term investments (£1,275m) is located in the UK.

The Group’s exposure to credit risk is controlled by setting a policy for limiting credit exposure to counterparties, which is reviewed annually, and
continuously reviewing credit ratings and limiting individual aggregate credit exposures accordingly. The Group considers the possibility of material loss in
the event of non-performance by a financial counterparty to be unlikely.

The notional amounts of finangial instruments used in debt and curency management do not represent amounts exchanged by the parties and, thus, are
not a measure of the credit risk to the Group arising through the use of these instruments. The immediate credit risk of these instruments is represented by
the fair value of contracts with a positive fair value.

40 Statutory and other information

Remuneration of auditors charged in the Group accounts for 1997 was £4.7m (1996 £3.6m: 1995 £3.7m); fees paid to the auditor (and its associates) of the
parent Company for services other than statutory audit supplied to the Group during 1997 totalled £11.4m {1996 £1.6m; 1995 £1.7m) of which £2.1m (1996
£0.8m) related to acquisition and divestment activities.

Inclucled in debtors are interest free loans totalling £30,000 (1996 £50,000} to two officers (1996 one officer) of the Company.
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41 Commitments and contingent Habilities

. Group Company
1987 1996 1997 1996
£m £m Em £m
Commitments for capital expenditure not provided for in these accounts (including acquisitions) L ) e
Contracts placed for future expenditure 138 234 12 16
Expenditure authorised but not yet contracted 173 353 15 73
311 587 27 89

Contingent liabilities existed at 31 December 1997 in connection with guarantees and uncalled capital relating to subsidiary and other undertakings and
guarantees relating to pension funds, including the solvency of pensien funds. There was no contingent liability in respect of guarantees of borrewings and
uncalled capital for the Group at 31 December 1997 (1996 £2m); the maximumn contingent liability for the Company, mainly on guarantees of borrowing by
subsidiaries, was £1,620m (1996 £984m).

The Group is also subject to contingencies pursuant o environmental laws and regulations that in the future may require it to take action to correct the
effects on the environment of prior disposal or release of chemical substances by the Group or other parties. The ultimate requirement for such actions, and
their cost, is inherently difficult to estimate, however provisions have been established at 31 December 1987 in accordance with the Group's accounting
palicy noted on page 45. It is believed that, taking account of these provisions, the cost of addressing currently identified environmental obligations is
unlikely to impair materially the Group's financial position.

The Glidden Company (Glidden), a wholly owned subsidiary, is a defendant, along with four former lead pigment manufacturers and a trade association, in a
number of suits in the United States, several of which purport to be class actions, seeking damages for alleged personal injury caused by lead-based paint
or for the costs of removing lead-based paint. An alleged predecessor of Glidden manufactured lead pigments until the 1950's and lead-based consumer
paints until the 1960's, The suits involve substantial claims for damages and nulings adverse to Glidden could lead to additional claims. The cases pending
include a suit filed in 1989 by the City of New York in the Supreme Court of the State of New York seeking the removal of all lead-based paints from all
buildings owned or managed by the City of New York and related entities. Purported class action suits on behalf of all children alleged to be affected by
lead-based paints are pending in the state courts of Ohio and Lotisiana, and in the federal court in New York, filed in August 1992, November 1995 and
January 1998, respectively. Several personal injury suits are also pending in state courts, two in New York and one each in Maryland, Pennsylvania and
West Virginia, filed in November 1893, March 1996, December 1994, March 1992 and October 1996 respectively. Although none are currently pending,
several US State legislatures have considered bills that could adversely affect Glidden's position in pending or possible future cases, including proposals that
could add additional grounds for legal liability or that would permit suits otherwise time-barred. Glidden believes that it has strong defences and intends to
continue to deny all liability and to defend all actions vigorously.

In 1995 ICI Explosives USA Inc. and a former employee each admitted to a single offence in breach of US antitrust laws relating to the sale of certain
commercial explosives between 1988 and 1992 and, as a result ICl Explosives USA Inc. paid a fine of US$10m. Subsequently, ICI Explosives USA Inc. has
been named as a defendant in 2 number of lawsuits including eleven proposed class action lawsuits, by parties claiming unquantified damages from a
number of explosives companies in the United States. The Company and ICl Canada Inc. have also been named as parties in, respectively, two and three of
the non-class action lawsuits, The eleven Federal Court class action suits and seven Federal Court non-class action suits have been consolidated befare the
Federal Court in Salt Lake City, Utah. The single state court case will not be prosecuted as a class action. In September 1996 I1Cl Explosives USA Inc settled
the class action lawsuits for US$18m, payable over three years. Actions arising from the violation of US antitrust laws, if established, can result in the
payment of substantial penalties and damages.

The Company, as well as several other ICl companies have been named as defendants in lawsuits, including proposed class action lawsuit, refating to the
bombing of the A P Murrah Building in Oklahoma City, Oklahoma. The lawsuits allege, inter alia, that the IC| companies were negligent in relation to the sale,
through a distributor, of fertiliser allegedly used to prepare the bomb, to a farmers' co-operative in Kansas. Lawsuits were commenced on 10 May 1995 in
the US District, Western District of Oklahoma, on 15 May 1985 in the District Court, 134th Judicial District, Dallas County, Texas and on 23 August 1995 in
the District Court, Oklahoma County, Oklahoma. The US District Court granted ICl's motion to dismiss the complaint, holding that the IC companies have
no case to answer. Judgement to this effect was entered on 18 November 1996. The judgement has been appealed to the United States Court of Appeals
for the Tenth Circuit. The parties' oral arguments were heard by the US Court of Appeals on 22 January 1998, and the appeal should be decided in 1998,
Concurrently with the US District Court's dismissal, the plaintiffs in the Oklahoma State court case voluntarily stayed their case pending the cutcome of the
appeal to the U.S. Court of Appeals. Similarly, the plaintiffs in the Texas state court action have voluntarily non-suited their action, without prejudice. On

18 April 1997, three additional actions were filed in the District Court, Oklahoma County, Oklahoma, and on 21 April 1997 another action was fited in the
District Gourt, Oklahoma County, Okiahoma. Twe of those actions were removed to the US District Court, Westemn District of Oklahoma and the plaintiffs
voluntarily stayed both actions pending the outcome of the appeal before the US Court of Appeals and agreed to dismiss their claims if that federal District
Court’s dismissal of the earlier lawsuit against the ICI cempanies is upheld on appeal by the U.S. Court of Appeals. In the two remaining 1997 Oklahoma
state court actions, the plaintiffs in one case non-suited their action, without prejudice, and IC1 has moved to stay all proceedings in the other case pending
the outcome of the appeal to the U.S. Court of Appeals in the earlier lawsuit. The |C! companies concerned in the actions have strong defences, have
denied all fiability and will vigorously contest any appeal or further court proceedings in this matter.

The Group is also involved in various other legal proceedings, principally in the United Kingdom and United States, arising out of the normal course of
business. The Directors do not befieve that the outcome of these proceedings will have a material effect on the Group's financial position.

The Company has given certain indemnities in the course of disposing of companies. These and other guarantees and contingencies arising in the ordinary
course of business, for which rio security has been given, are not expected to resuit in any material financial loss.

The Group's 50% interest in Teesside Gas Transportation Ltd (TGT) was sold, during 19986, to its other shareholders, Enron Europe Ltd (Enron). TGT
contracted with the owners of a distribution network (the CATS parties) for pipeline capacity for North Sea gas and the commitment is guaranteed severally
by Imperial Chemical Industries PLC {Company) and Enron (the present value of the commitment guaranteed by the Company is estimated at £177m). The
Company received the benefit of a counter guarantee from Enron’s parent, Enron Corp.

Significant take-or-pay contracts entered into by subsidiaries are as follows:

@ the purchase of electric power which cammenced April 1993 for 15 years. The present value of the remaining commitrment is estimated at £688m.

(i) the purchase of electric power, which will commence in the second quarter of 1998, for 15 years. The present value of this commitment is estimated at
£141m. ,
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47 Ditferences between UK and US accounting principles

The accompanying Group financial statements included in this report are prepared in accordance with United Kingdom Generally Accepted Accounting
Principles (UK GAAP), The significart differences between UK GAAP and US Generally Accepted Accounting Principles (US GAAP) which affect the Group's
net income and shareholders' equity are set out below:

al Accounting for pension costs
There are four significant differences between the UK GAAP and US GAAP in accounting for pension costs:

i) SFAS No. 87, Employers' Accounting for Pensions, requires that plan assets are valued by reference to their fair or market related values, whereas UK
GAAP permits an alternative measurement of assets, which, in the case of the main UK refirament plans, is on the basis of the discounted present value of
expected future income. ’

ii) SFAS No. 87, requires measurements of plan assets and obligations to be made as at the date of financial statements or a date not more than three
menths prior to that date. Under UK GAAP, calculatiens may be based on the results of the latest actuarial valuation.

i) SFAS No. 87, mandates a particular actuarial method - the projected unit credit method - and requires that each significant assumption necessary to
determine annual pension cost reflects best estimates solely with regard to that individual assumption. UK GAAP does not mandate a particular method, but
requires that the msthod and assumptions, taken as a whole, should be compatible and lead to the actuary's best estimate of the cost of providing the
benefits promised.

iv) Under SFAS No. 87, a negative pension cost may arise where a significant unrecognised net asset or gain exists at the time of implementation. This is
required to be amortised on a straight-line basis over the average remaining service period of employees. Under UK GAAP, the Group's policy is not to
recognise pension credits in its financial statements unless a refund of, or reduction in, contributions is likely.

b} Purchase accounting adjustments, including the amortisation and impairment of goodwill and intangibles

In the Group financial statements, goadwill arising on acquisitions accounted for under the purchase mathod has been eliminated against retained eamings.
Values are not placed on intangible assets. Additionally, UK GAAP requires that on subsequent disposal or closure of a previously acquired asset, any
goodwill previously taken directly to shareholder's equity is then charged in the income statement against the income or loss on disposal or closure, Under
US GAAP goadwill would be capitalised in the Group balance sheet and amortised through the income statement over its estimated life not exceeding 40
years. Also, under US GAAP, it is normal practice to ascribe fair values to identifiable intangibles. For the purpose of the adjustments to US GAAP, included
below, Identifiable intangible assets are amortised to income over the lower of their estimated lives or 40 years. Provision is made where thereis a
permanent impairment to the carrying value of capitalised goodwill and intangible assets based on a prajection of future undiscounted cash flows.

¢} Capitalisation of interest

There is no accounting standard in the UK regarding the capitalisation of interest and the Group daes not capitalise interest in its Group financial statements.
Under US GAAP, SFAS Mo. 34 "Capitalization of Interest Cost", requires interest incurred as part of the cost of constructing fixed assets to be capitalised
and amortised over the life of the asset.

d) Restructuring costs

US GAAP requires a number of specific criteria to be met before restructuring costs can be recognised as an expense. Among these criteria is the
requirement that all the significant actions arising from the restructuring plan and their completion dates must be identified by the balance shest date, Under
UK GAAP, when a decision has been taken to restructure, the necessary provisions are made for impairment of asset values together with severance and
other costs. Accordingly, timing differences, between UK GAAP and US GAAP, arise on the recognition of such costs.

e} Foreign exchange

Under UK GAAP, foreign currency differences arising on foreign currency loans are taken to reserves and offset against differences arising on net
investments if they act as a hedge. US GAAP is more restrictive in that currency loans may only hedge net investments in the same cumrency. if currency
loans exceed net investment in any particular currency then the exchange differences arising are included in the income statement.

f) Deferred taxation

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

For US GAAP reporting, the Group adapted from 1 January 1993 SFAS No. 109 "Accounting for Income Taxes" In respect of deferred taxation (Note 9).
g) WNewly adopted US accounting principles

SFAS No. 123, “Accounting for stock-based compensation”, has been adopted by the Group in respect of the year ending 31 Decamber 1995 as required by
the statement. It requires equity instruments used in compensation plans to be valued at fair value and establishes new financial accounting and reporting
requirements. Under UK GAAP, new equity is valued at the issue price (which, in the case of employee share options, is the exercise price).

The effect of adopting SFAS No, 123 on the net income of the years ending 31 December 1995, 1996 and 1997 was not material.

Statement of Financial Accounting Standards (SFAS) No. 128, Earnings Per Share (EPS), was issued in February 1997 and is effective for financial periods
ending after 15 December, 1987. This statement simplifies the standards for computing earnings per share previously found in APB Opinion No. 15, Earnings
Per Share, and makes them more comparable to international EPS standards. SFAS No. 128 replaces the presentation of primary EPS with a presentation of
basic EPS. In addition, the statement requires dual presentation of basic and diluted EPS on the face of the income statement for all entities with complex
capital structures and requires a recongiliation of the numerator and denominator of the basic EPS computation to the numerator and denominator of the.
diluted EPS computation.
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42 Differences between UK and US GAAP (continued)
h) New US Accounting Standards and pronouncements not yet effective

Statement of Financial Accounting Standards (SFAS) No. 130, Reporting Comprehensive Income, was issued in June 1997 and is effective for fiscal years
beginning after 15 December 1997. Reclassification of financial statements for earlier periods provided for comparative purposes is required. It requires that
all iterns that are required to be recognised under accounting standards as components of comprehensive income be reported in a financial statement that
is displayed with the same prominence as other financial statements. It requires that an enterprise (a) classify items of other comprehensive income by their
nature in a financial statement and (b) display the accumulated balance of other comprehensive income separately from retained earnings and additional
paid-in capital in the equity section of a statement of financiat position. The Company has not yet evaluated the likely impact on its financial statements.

Statement of Financial Accounting Standards (SFAS) No. 131, Disclosura about Segments of an Enterprise and Related Information, was issued in June 1997 |
and is effective for fiscal years beginning after 15 December 1997. In the initial year of application, comparative information for earlier years is to be restated. \
it requires that companies disclose segment data based on how management makes decisions about allocating resources to segments and measuring their
performance. It alsc requires entity-wide disclosures about the products and services an entity provides, the material countries in which it holds assets and

reports revenues and its major customers. The Company has not yet evaluated the likely impact on the level of disclosure provided.

The following is a summary of the material adjustments to net income and shareholders’ equity which would have been required if US GAAP had been
applied instead of UK GAAP,

1997 1996 1995
EmEmoEm
Net income - UK GAAP after exceptional items 250 275 535
Contirwing operations 520) 164 286
Discantinued operations 679 1M 249
Adjustments to conform with US GAAP ] _—
Pension expense (41) (12}
Purchase accounting adjustments ) ) ] ] T
Amortisation of goodwill and intangibles ' (83} (16)
Disposals and other adjustments ] 112 (88)
Other disposal adjustments U .7 -
Capitalisation of interest less amortisation and disposals {113) 28 {11}
Restructuring costs 50 2 10
Foreign exchange 12 73 (46)
Deferred taxation N '
Arising on UK GAAP results {12) 29) (15)
Adising on other US GAAP adjustments ) S 10 16
Others a7 2 -
Total US GAAP adjustments {118) 61 (162)
Net income - US GAAP 141 336 373
Continuing operations ) 169 207 174
Discontinued cperations {28} 129 199
pence pence pence
Basic and diluted net earnings per Ordinary Share in accordance with US GAAP 19.4 46.3 51.5
Continuing operations 23.2 28.5 21.0
Discontinued operations {3.8) 17.8 30.5

The effect on eamings per £1 Ordinary Share of the exercise of all outstanding eptions (note 22} would not be material.

For US GAAP, the segmentation follows that of UK GAAP with the exception of adjustments made between Continuing and Discontinued aperations so that
the segmentation under US GAAP satisfies APB 30. Under APB 30 requirernent, the UK GAAP segments of Discontinued, Operations to be discontinued
and Industrial Chemicals are classified as Discontinued for US GAAP purposes.

For the purposes of segmental disclosures under UK GAAP, reference should be made to page 50 where there is a description of each class of business,



Notes relating to the accounts ICI Annuai report and accounts and Form 20-F 1997 87
42 Differences between UK and US GAAP {continued)
1597 1996
£m £m
Shareholders' equity, as shown in the Group Balance Sheets - UK GAAP 146 3,606
Adjustments to conform with US GAAP
Purchase accounting adjustments, including goodwill and intangibles 3,985 638
Disposal accounting adjustments 33 -
Deferred consideration - 6
Capitalisation of interest less amortisation and disposals 162 266
Restructuring provision a7 13
Pension expense {281) (254}
Deferred taxation {156) (59)
Other {19} (54)
Total US GAAP adjustments 3,81 556
Total shareholders' equity in accordance with US GAAP 3,957 4,162
The sffect of applying US GAAP to items other than thoss directly affecting net income or shareholders' equity is deait with in other notes relating to the
accounts.
Schedule lI
43 Valuation and qualifying accounts
Balance at  Additions charged to Deductions  Balance at
1 January 31 December
Cost and Other
expenses accounts
1995 £m 2m £m £m £m
Allowance for doubtful accounts 51 16 28 (24) 71
Allowance for losses (deducted from investments) 1 - (2} {3) 6
62 18 26 27 77
1996
Allowance for doubtful accounts 71 i5 3 (19) 70
Allowance for losses (deducted from investments) 6 1 (1} {2) 4
77 16 2 {21} 74
1997
Allowance for doubtful accounts 70 18 - (17} 7
Allowance for losses (deducted from investments) 4 - - % -
74 18 - 1) 7
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Class of Held by ICI Principal activities
capitat %
UNITED KINGDOM )
IC] Chemicals & Polymers Lid Ordinary 100t Manufacture of petrochemicals, halochemicals, surfactants, catalysts and
England other chemicals; merchanting of ICI and other products
ICl Finance PLC Ordinary 100t  Financial services
England
Quest International Flavours, Food Ordinary 100t Manufacture of flavours and fragrances
Ingredients and Fragrances UK Ltd
Engfand
Tioxide Group Ltd Qrdinary 100t Manufacture of titanium dioxide pigments
England
CONTINENTAL EUROPE -
Deutsche ICI GmbH Ordinary 100t  Manufacture of chlorine, caustic soda, paints, acrylics and
Germany pelyurethanes; merchanting of other ICI products
ICl France SA Ordinary 100t Manufacture of paints and acrylics, toll conversion of lubricants and
France chlarchemicals; merchanting of other IC| products
ICi Holland BV Ordinary 100t  Manufacture of bulk 2nd specialty plastics, films, and polyester polymers
The Netherlands and polyurethane chemicals; merchanting of other ICI products
THE AMERICAS
ICl American Holdings Inc Common 100t Manufacture of films, polyurethanes and chemicals; merchanting of other
USA ICl products )
ICI Acrylics Inc Ordinary 100t Manufacture of acrylics
USA .
The Glidden Company Ordinary 100t Manufacture of paints
USA -
Indopco Ine Ordinary 100t Manufacture of adhesives, industrial starches, food ingredients and
UsA flavourings, fragrances, oleachemicals, resins and specialty chemicals
ICl Canada Inc Common 100t Manufacture of industrial explosives and initiating systems and paints:
Canada Preference 1007 merchanting of IC| and other products
Tintas Coral Ltda Ordinary 100t Manufacture of paints
Brazil
ASIA PACIFIC
ICI China Ltd Ordinary 100t Merchanting of ICl and other products
Hong Kong and China .
ICl India Ltd Equity* 51 Manufacture of industrial explosives, paints, pharmaceuticals,
India polyurethanes, catalysts, rubber chemicals and surfactants
{Accounting date 31 March;
teporting date 31 December) e o e e
IC! Japan Ltd Ordinary 100t Manufacture of polyester films and acrylics compounds;
Japan merchanting of IC| and other products .
ICl Pakistan Ltd Ordinary” 611 Manufacture of polyester staple fibre, soda ash, paints, specialty
Pakistan chemicals, formulation of agrochemicals and polyurethanes; marketing
of tell manufactured and imported pharmaceuticals and animal
health products; merchanting of general chemicals
*  Listed t  Held by subsidiaries

The country of principal operations and registration or incorp

undertakings are 31 December unless otherwise stated.

The companies listed above are those whose results,
subsidiary and associated undertakings at 31 Decem

Companies.

oration is stated below each company. The accounting dates of principal subsidiary

in the opinion of the Dirsctors, principally affected the profits or assets of the Group. A full list of
ber will be annexed to the next annual return of the Company to be filed with the Registrar of
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at 31 December 1997

Issued share and loan capital at date of Held by ICI  Principal activities
latest available audited accounts

Class of capital £m %
IC Insurance Lid Ordinary 58 49t insurance and reinsurance underwriting
England
Louisiana Pigment Company, LP Partnership 50t Manufacture of titanium dioxide pigments
USA
Phillips-Imperial Petroleum Lid QOrdinary - 501 Refining ¢rude oil and marketing
England Loan 17 - petroleum products

+ Held by subsidiaries
The accounting and reporting date of principal associated undertakings is 31 December.

The cauntry of registration or incorporation is stated below each company. The principal operations of IC Insurance Ltd and Phillips-lmperial Petroleum Ltd
are cartied out in the UK and those of Louisiana Pigment Company, LP in the USA.

The principal place of business of Louisiana Pigment Company, LP (LPC) is 3300 Bayou d'lnde Road, Westlake, Louisiana 70669-9438, USA. The Group's
share of the results of LPC is proportionately consolidated in the Group profit and loss account and balance sheet. LPC is managed through a supervisory
committee on which the Group and the Group’s joint venture partner, NI Kronos, are represented.

Sources and disposal of value added (unaudited)
for the year ended 31 December 1997

1997 1996 1995
Notes £m £m £m
Sources of income
Turnover 5 11,062 10,520 10,269
Royalties and other trading income 5 88 a8 84
Less materials and services {8,335) (7.820) (7,271}
Value added by manufacturing and trading activities 2,785 2,798 3,082
Share of profits less losses of associated undertakings 7 16 27 18
Value added related to exceptional items taken below trading profit 670 32 84
Total value added 3,481 2,857 3,184
Disposal of total value added
Employees
Employee costs charged in arriving at profit before tax 35 1,952 1,860 1,79
Governments
Corporate taxes ] 210 158 308
Less grants ] 9 6) (7}
201 152 3am
Providers of capital
Interest cost of net borrowings 8 251 89 61
Dividends to shareholders 10 232 232 217
Mincrity sharehalders in subsidiary undertakings 49 65 84
532 386 362
Re-investment in the business
Depreciation 12 769 416 412
Profit {loss) retained 23 27 43 318
796 459 730
Total disposal 3,481 2,857 3,184

This table is based on the audited accounts; it shows the total value added to the cost of materials and services purchased from outside the Group and
indicates the ways in which this increase in value has been dispossd.
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Chief Financial Officer’s review

> Qperations . L
* to be discontinied

. and discortingied.
- gperations <
6%

Economic background

The world’s economy grew at a respectable
3.8% in 1997. Improvements in Europe and
America were however offset by a sharp
slowing in Asia Pagcific. This deceleration
occurred in the second half year as a direct
result of the turbulence in the region. After a
buoyant first haif, chemical production
flattened, but stilt rose by over 4% on
average. Chemical prices broadly remained
flat in North America and the UK but
improved a little in Japan and Europe, after
the falls of 1896.

Group turnover and profit

The tough market conditions experienced in
1996 continued in 1997, particularly for
commodity chemicals and this was
exacerbated by the strength of sterling.
Against this background, the Group's sales
at £11,062m increased by 5% from the
previous year with acquisitions (net of
divestments) contributing 11% and volume
growth adding 3%. The strength of stetling
reduced Group turnover by some 7% and
the effect of continuing price pressure in
commodity chemicals caused average
prices for the Group to fall by 2%.

Sales by geographic area were Up 18% in
the Americas, 10% in Continental Europe
and 7% in Asia Pacific, demonstrating the
increased international spread of ICi's
portfolio following the mid-year Specialty
Chemicals acquisitions. UK volumes were
down 6% and Australasian sales were
affected by divestments.

Trading profit before exceptional items was
£620m, down 7% from 1996. Results were
adversely affected by the strength of sterling
by some £190m. The newly acquired
Specialty Products businesses contributed
£180m to trading profit in the second half
year.

Trading profit in Coatings was a record
£160m. The new Specialty Products
businesses produced second half resuits in
line with expectations and, whilst they were
not part of the Group in 1996, total profits
from these businesses were ahead of the
same period last year. The Materials
Businesses had a more difficult year and
were affected by price pressures and the

* “ingidlas oy 5o ot rom i1 Specialty Chesmicsis oauistions

strong pound, though volumes grew wellin
most markets and profits were on an
improving trend during 1997, with the final
quarter results ahead of the same period in
1996.

Profits in commiodity chemicals were
significantiy lower. Industrial Chemicals
recorded losses of £20m, down from 1996
profits of £80m. Profits reported for
businesses to be discontinued and
discontinued operations were aimost £120m
lower than 1996. The commodity businesses
have suffered from further margin erosion
since 1996 and the effect of the strong
pound. Many of these businesses have
either been soid, or are in the process of
being sold.

Exceptional items charged at the trading
profit level amounted to £202m. These
include rationalisation measures in Industrial
Chemicals (£41m) and Specialty Products
{£61m), and a write down of £100m of the
fixed assets of the Chlorchemicals
operations in Industrial Chemicals as a result
of its continuing losses.

Income from associated companies of
£46m, includes ICI's share of profit of its
principal investments, of which the largest
contributors were 1C Insurance Lid,

Phillips — Imperial Petroleum Ltd and Irish
Fertilizer Industries Ltd (IFI). Income is down
fram £27m in 1996 mainly due to the effect
of a weaker fertiliser market on IFl's results.

Profits less losses on the sale of businesses
arising from the divestment programme
totalled £331rn. This included gains on the
sale of the IC shareholding in ICl Australia
{£480m), PTA and PET businesses (£136m),
Forest Products (£66m) and Fertilisers
{£95m). Also included are losses on the
announced sales of Tioxide (£302m) and
Explosives (£132m), both of which are
expected to be completed in 1998.

The net interest charge of £282m is
sigrificantly higher than 1996, reflecting the
increased debt required to finance the
Speciality Chemicals acquisition. It includes
an exceptional cost of £81m associated with
the initia! financing of the acquisition.
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Fhe taxation charge on profits before
=xceptional items represents a rate of 25%,
TJown from the more normal 1996 rate of
31%, and reflects a number of non-recurring
Senefits.

=arnings and dividends

~rofits after taxation, including exceptional
Rems was £308m, a 9% reduction on the
orevious year. Profits attributable to
minorities were down by 25%, reflecting the
id-year sale of the shareholding in ICI
=ustralia.

=arnings per share before exceptional items
22|l by 32% to 33.0p and after exceptional
—ems by 6% to 35.6p.

“he Board signalled, with the unaltered
Tterim dividend, that it would not be
-ppropriate to raise the dividend during a
-gar of such major reshaping. The Board

as decided that the second interim dividend
il therefore also be unchanged at 19.5p

er 21 Ordinary Share, making a total

ividend for 1997 of 32.0p. Dividend cover
=1 1997 before exceptional items is 1.0 and
-1 after exceptional items.

“roductivity

Ihe Group has set a financial objective of
wchieving an aggregate pre-tax return on net
=sets (RONA) of 20% on average through
ne trade cycle. The weakness in commodity
hemical prices which had caused the fall in
sroup RONA from 18.4% in 1995 to 11.5%
m 1996 continued and, together with the
—rength of stetling in 1997 offset the
Tprovement in earnings from the rest of the
ortfolio. RONA in 1997 was 10.9%. The
mONA in ICI's lighter end businesses
—oatings, Specialty Products and Materials)
Dwever rose to 19%, from 18% in 1996.

=les volume per employee rose 7% in
397. The average growth in sales volume
=r employee since demerger has been 8%.
ne Group’s value opportunity programme,
hhich started in 1995, targeted savings at
~er £400m by 1997. The results of the
“ogramme have exceeded it's original
Djectives,

Cash flow

Cash inflow from operating activities at
£757m was down 25% compared to the
previous year principally due to a reduction
in trading profits of £45m and an increase in
working capital of £124m. This decrease
was matched by a reduction in capital
expenditure of £312m. Net capital
expenditure was £623m in 1997 and
includes the proceeds received on the sale
and leaseback of the Group headquarters
building.

Interest payments and dividends to outside
shareholders less dividend income received
at £171m was £49m higher than 1996. This
reflected the increased interest charge on
the debt taken out to finance the acquisition
of the Speciality Chemicals businesses. This
was partly offset by an increase in dividends
received from associates. Taxation payments
have decreased by £99m due principally to
lower taxable profits.

Acquisitions amounted to £4,366m of which
£4,163m related to the purchase of the
Speciaiity Chemicals businesses. The total
purchase price of the Specialty Chemicals
businesses comprised this amount plus
£610m of assumed debt reported as an
increase in debt.

Disposals amounting to £2,124m included
£902m from the sale of shares in IC)
Australia Ltd., £711m from the disposal of
the polyester polymer and intermediates
businesses, £200m from the sale of the UK
fertilizers business, £142 million from the
sale of the Canadian Forest Products
business and £97m from the repayment of a
loan by ICI Australia Ltd.

Current assets investments of £249m were
purchased during the year as short term
investments from proceeds received on
disposal. The cash inflow from financing of
£2,937m is primarily due to the increase in
short-term borrowings {£717m) and loans
{£2,214m) to fund the acquisition of the
Speciality Chemicals business.
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L 1996 - - o
Continuing cperations = -~ Digeontinugd ..~ Total
.- ) Sr e 0 0T gperations
- Ongoing: Operations-  Exceptionat. R
" operations. - tobe: - o items-
: - discontinued: - L - -
Coeme oM. Em . . fm £m-
CBe094. . 964 - : T 2,862 10,520
413 9. . (13p, - 243 . 528
27 - ) . : 27
PRI 1 e 5
o - 31 ) -3
T 440 g (105}‘1 © 243 587
3"“(7:'3‘) o B 0y (89}
867 B {105) 230 498
R 12} 29 74y {158)
256 4 @ey 186 - 340
. (20) i {1y {45) (65}
- 236 5 {77) . 111, 275.
s (232}
- . ' . : 43 .
_:32.8p C0Ip 0 (0Tp 15,30 37.9p
Summary Group balance sheet‘
. at31 December 1997
. 1897 1996
. o Notes £m fm
" Assats employed
Fixed assets : ) 4,210 4,629
Current assets ’ . . 5,051 4,422
Total assets . ) 9,264 9,051
~ Creditors due within one year - e ) {4,638 (2,852)
. Net curront assels. - S . ‘ 413 1,470
TJotal assets less current hablllhes - ‘ : 4,623 6,008
financed by :
Creditors due after more than one year 3,042 1,246
‘Provisions for liabilities end charges .~~~ ' ' ' , 1,342 757
Deferred income: Grants not yet credited to prof’ t : - ‘ ) ) 14 - 20
Interests of outside shareholders i in submdiarxes equ;ty . ) ’ ’ " 78 470
Shareholders’ funds — equity . - ’
Called-up share capital- . ) : ) o SRR -1 8 725
Reserves - ) ' e - {681} 2,881
Total sharsholders’ funds oo . n ) 4 - 0 446 - 3606
) . ‘ : ) L 4,623 6,089

Thts Summary Finanicial Statemient was -approired- by;tt_tebiréc_tors onA1 szmary 4098 and signed on their behalf by:

Sir Ronald Hampel Director

A G Spall Director
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Notes relating to the summaryﬁnanctai statements : L L T S : :

1 Segmenthformaﬁon R R ST Trading profits o Profit beforainterest’ -~ - - 'Totala's.sets}.
T S “before . - .. - andtaxationafter - . - - ‘fess ‘

T fumover. . exceptionalftems: - - exceptional items. . current: habﬂltles

T iger. - 1986 - 1997 . " 1996: "‘1997‘ 1996 - 1987 71996 -

C!assesof busmess
Continumg operat:ons
Ongomgoperat[ons L Coe e LT e T R

. Coatings L e 2170 7:2,16_1f YT ye0. - 147 e o 108

Specialty Products . N n: . U sae. om0 o 28 s - 28
Materials T T 1480 1583 . - 1300 188 - - 434 - 130 -
industrial Chemicals - . 0 0o 2563 . 2894 oy 80 . Gesy 5%
1nter—class el:mtnatsons T v edy ey L. S
T T % 6978 .. 485 . .. 413 - 266 320 . 4456 2,804

724
189.
§28

Sa1es to operations to be dlsconhnued
. and to dlscontmued operations

Operattons to ba dlscontmued
Total -
- Salesto contmulng opera ns*
and to dnscantmued operatmns‘ -

psscontmued operatnons
Total . e

Sales o continuing’ operat:ons andtor S

operations to be discontinued - - © oo (92

Tsas T Teas’ T Tzag | zoe 1993

‘Shiara of profits less losses. . . L
T of associated undertakings 0 o
Netoperating assets. L
Net non-operating assets” -

46 27

5532 . 5808
ST AT T e @©ogy 231
1,082 . 10,520 E 620 N 800. " BBY 4,623 ) 6,009

Tumoverby . ..
customer
location .
1997_“ ) 1996 1887 1996

. Cfm £m £m

Geographic areas
. Contnnumg operatlons
" Ongoing operations L L ) ) :
United Kingdom R S : o . 1,761, 1,763 1,418 1,136
"Cortinental Europe. " - L - , o 1,803 1,509 722 . 343
The Americas . -~ .- w7 h . . - ) ) . - 2,844 2,347 1,770 997,
Asia Pacific - S e e - ) "!,0(}1}_ ) 816 528 278
Other countries: R . ‘ o ) - 39 . 259 21 130
o : B S 7,131 6,694 4456 2,804
_-Operations to be discontinued: ~ " - - % i 964 867 1,071
Discontinued operations e - - 2,347 2,862 z209 1,993
o : h ' ) 11,062 10,520 5,532 5,868
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1o be discontinued . o Coatings

Economic background

The world’s economy grew at a respectable
3.8% in 1997. Improvements in Europe and
America were however offset by a sharp
slowing in Asia Pacific. This deceleration
occurred in the second half year as a direct
result of the turbulence in the region. After a
buoyant first half, chemical production
flattened, but still rose by over 4% on
average. Chemical prices broadly remained
flat in North America and the UK but
improved a little in Japan and Europe, after
the falls of 1996.

Group turnover and profit

The tough market conditions experienced in
1996 continued in 1997, particularly for
commodity chemicals and this was
exacerbated by the strength of sterling.
Against this background, the Group's sales
at £11,062m increased by 5% from the
previous year with acquisitions {net of
divestments) contributing 11% and volume
growth adding 3%. The strength of sterling
reduced Group turnover by some 7% and
the effect of continuing price pressure in
commodity chemicals caused average
prices for the Group to fall by 2%.

Sales by geographic area were up 18% in
the Americas, 10% in Continental Eurape
and 7% in Asia Pacific, demonstrating the
increased international spread of ICi's
portfolio following the mid-year Specialty
Chemicals acquisitions. UK volumes were
down 6% and Australasian sales were
affected by divestments.

Trading profit before exceptional items was
£620m, down 7% from 1996, Results were
adversely affected by the strength of sterling
by some £190m. The newly acquired
Specialty Products businesses contributed
£180m to trading profit in the second half
year.

Trading profit in Coatings was a record
£160m. The new Specialty Products
businesses produced second half resuits in
iine with expectations and, whilst they were
not part of the Group in 1996, total profits
from these businesses were ahead of the
same period last year. The Materials
Businesses had a more difficuit year and
were affected by price pressures and the

Operations
to be discontinued. - : Coatings
and diseontinued: 20%
Operations .

S 30% -

strong pound, though volumes grew well in
most markets and profits were on an
improving trend during 1997, with the final
quarter results ahead of the same pericd in
1996.

Profits in commodity chemicals were
significantly lower. Industrial Chemicals
recorded losses of £20m, down from 1996
profits of £80m. Profits reported for
businesses to be discontinued and
discontinued operations were almost £120r
lower than 1996. The commodity businesse
have suffered from further margin erosion
since 1996 and the effect of the strong
pound: Many of these businesses have
either been sold, or are in the process of
being sold.

Exceptional items charged at the trading
profit level amounted to £202m. These
include rationalisation measures in industria
Chemicals (£41m) and Specialty Products
(E61m), and a write down of £100m of the
fixed assets of the Chlorchemicals
operations in Industrial Chemicals as a resu
of its continuing losses.

Income from associated companies of
£16m, includes ICI's share of profit of its
principal investments, of which the largest
contributors were iC Insurance Ltd,

Phillips — imperia) Petroleum Litd and Irish
Fertilizer industries Ltd (IF1). Income is dowr
from £27m in 1996 mainly due to the effect
of a weaker fertiliser market on IFi’s results.

Profits less losses on the sale of businesses
arising from the divestment programme
totalled £331m. This included gains on the
sale of the IC! shareholding in ICI Australia
(£480m), PTA and PET businesses (£136m),
Forest Products {£66m) and Fertilisers
(£85m). Also included are losses on the
announced sales of Tioxide (£302m) and
Explosives (£132m), both of which are
expected to be completed in 1998.

The net interest charge of £282m is
significantly higher than 1996, reflecting the
increased debt required to finance the
Speciality Chemicals acquisition. It includes
an exceptional cost of £31m associated witl
the initial financing of the acquisition.
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The taxation charge on profits before

" exceptional items represents a rate of 25%,

" :down from the more normal 1996 rate of
31%, and reflects 2 number of. non-recurring
“benefits.

Earnings and dividends

Profits after taxation, including exceptional
iterns was £308m, a 9% reduction on the
previous year. Profits attributable to
_minorities were down by 25%, reflecting the
mid-year sale of the shareholding in ICI
Australia.

Earnings per share before exceptional items
fell by 32% to 33.0p and after exceptional
items by 6% to 35.6p.

The Board signailed, with the unaltered
‘Interim dividend, that it would not be
appropriate to raise the dividend during a
year of such major reshaping. The Board
has decided that the second interim dividend
will therefore also be unchanged at 19.5p
per £1 Ordinary Share, making & total
dividend for 1997 of 32.0p. Dividend cover
in 1997 before exceptional items is 1.0 and
1.1 after exceptional items.

- Productivity

" 'The Group has set a financial objective of
achieving an aggregate pre-tax return on net
‘assets (RONA) of 20% on average through
the trade cycle. The weakness in commodity
chemical prices which had caused the fall in
Group RONA from 18.4% in 1995 to 11.5%
in 1996 continued and, together with the
strength of sterling in 1997 offset the
improvement in earnings from the rest of the
portfolio. RONA in 1997 was 10.9%. The
RONA in ICVs lighter end businesses
(Coatings, Specialty Products and Materials)
however rose to 19%, from 18% in 1996.

Sales volume per empioyee rose 7% in
1987, The average growth in sales volume
per employee since demerger has been 8%.
The Group's value opportunity programme,
which started in 1995, targeted savings at
_over £400m by 1997. The results of the
programme have exceeded it's original
objectives.
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Cash flow

Cash inflow from operating activities at
£757m was down 25% compared to the
previous year principally due to a reduction
in trading profits of £45m and an increase in
working capital of £124m. This decrease
was matched by a reduction in capital
expenditure of £312m. Net capital
expenditure was £623m in 1997 and
includes the proceeds received on the sale
and leaseback of the Group headquarters
building.

Interest payments and dividends to outside
shareholders less dividend income received
at £171m was £49m higher than 1896. This
reflected the increased interest charge on
the debt taken out to finance the acquisition
of the Speciality Chemicals businesses. This
was partly offset by an increase in dividends
received from associates. Taxation payments
have decreased by £29m due principally to
lower taxable profits.

Acquisitions amounted to £4,366m of which
£4,163m related to the purchase of the
Speciality Chemicals businesses. The total
purchase price of the Specialty Chemicals
businesses comprised this amount plus
£610m of assumed debt reported as an
increase in debt.

Disposals amounting to £2,124m included
£902m from the sale of shares in iCI
Australia Ltd., £711m from the disposal of
the polyester polymer and intermediates
businesses, £200m from the sale of the UK
fertilizers business, £142 million from the
sale of the Canadian Forest Products
business and £97m from the repayment of a
joan by ICI Australia Ltd.

Current assets investments of £249m were
purchased during the year as short term
investments from proceeds received on
disposal. The cash inflow from financing of
£2.937m is primarily due to the increase in
short-term borrowings {£717m) and loans
(£2,214m) to fund the acquisition of the
Speciality Chemicals business.
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1996
Continuing operations Discontinusd Total
' operations -
Ongolng  Opérations:  Exceptional - T "
operatlons taba ltems.
' dlscontmuad T R __
Y 964 L e o8Ed 10,520
413" 9. usm. 248 628
- S e 27
5 1 1
- SR 31 . a1
440 9 {105} 243 587
= {73). (3 NE) 89
357 6 {105) 230 498
O {A) @ 200 . (74 {158
. 256 4 {76) 156 340
(20 1 (____ @y {65)__
236 5 i) 11 275
(232}
. . - . . 43
. 328p - 07p  ({07p- - 153p . 37.9p
~ Summary Group- balance sheet
at3t December 1997
1987 199
Notes £m £r
Assets employed
Fixed assets 4,219 4,62
Current assets 5,051 4,42
Total assets . 8,261 9,05
~. Creditors-due within one year .. {4,638) {2,95
‘Net current assets: .. 413 147
Total 'dssets less ourrent Iuahulitsas © 4623 6.09
Financed by ' i
Credifors due after more than one. year 3,042 1,24
Provisions for liabilities and charges 4,342 75
Deferred income: Grants not yet cradited to profit 14 2
Interests of outside shareholders in subsidiaries - equity 79 47
Sharehalders' funds - equity.
Called-up share capital e oo 12
Reserves (581} 2,88
Total sharsholders’ funds 4 146 3,60
4,623 6,09.

This Summary Finangcial Staternent was approved by the Direstors on 11 meary 1998 and signed on their behalf by:

Sir Ronald Hampe! Director

A G Spall Director
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Suramary Group profit and loss account
“. for th’e»srears:eridiraﬂiéxl Dicambier 1987

T 1997 o
Gontinuing operations..__°_ Discontinued =~ Total
S Tl .. operations. -

s B
- 11062
1402

418
L8

4B
33
T .38
800
283

. 518
A
AR08
)
259
(232)

" 35.6p

“Ativibitable to-outside shareholders

Eamings (loss) for thefinancialyear =~
Dividends
Eomings oiained

Summd
forthe year ended-

 @een
T Ay L
T 9T ,
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Notes relating to the summary financial statements e e e
1...Segment information Trading profit Profit before interest Total assets

befora and taxation after less

Yurnover o EXCEDYONA! ftorms exceptional items. "
1997 1996 1997 1996 1997 “tees
i fm £m £m Try om

Classes of business:

Continuing operations

- Qngaing-operations-
Coatfings - .~
Specialty Products
Materials -~ ;-
Industrial Chemicals
zmer—class,eirminéiionsx S

2,161 160. 147 . 166, 103 - 783 72.
545 215 - 28 185" 28 1,946 18
1,583 - 130. 158 134 130 964 o2
2894 . (20) 80 . (189 59 763 96.

y 76.97:3“ RN 435 ST X ,.256“: ~az0 4,456 y 280
SaIes to operaﬁons to be dlsconﬁnued SET g T T ; :
and to d‘scontinued operations

Operatidnsdo,
Total™ - S
Sales to continuing.operations . -

and to discontlnued op?eratrons Cnw

2 N 1.07

Dnscontmued operatrons
Total
Sates 1o continumg operatlons and

Share of profits less losses

of associated. undertakmgs . 18 27
Netoperatmgassets RS o RO B e T
Net non-operating assets B

: o © 5,532 . - 586
: : : s ' {909) 23
. 11,062 10,520 620 - 665 800 587 4,623 6,00

Turnover by MNet
customer o operating
location assets’

1897 1996 1997 198
£m £m £m £

Geographic areas i
Continuing operations : . o -

B ‘ e o e e
United Kingdom o o o 1,761 1,763 1,415 1,13
Continental Europe : 1,808 1508 7oz 34
The Americas-."© |~ S L . _ 2,844 2,347 1,770 a1
Asia Pacific = : i i 1,004 816 528 27
COthercountries =~ ., S - 319 259 21 13
. e T T : AT 6,694 4456 280

Operations to ba'discontinued . ‘ . 084 964 867 1,07

Discortinued operations : 2,347 2,862 2090 . 1,99
11,062 10,520 5,532 586
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T 1907 ~ 1996 1997 1996

pence per £1, pance per €1
“Ordinary:  Ordinary,

. Share: . Shaté’ £m-~h' T em

i2.5p 128p 15 9
18.5p! 195p" 141 .14
32.0p: - 232’ 232’

Tyeer 19967

S 330p. - 48l

TTTyeer. L 18960

fm. m

3,606- 3,924

2T - 43

{3,239 (17N

{259} {189)
i 4. 2 .
Vatue attributed tonew.§hares isstied: * 7 5.
A {3,460) '

Shareholders’ funds at.end of the Vear 146

1997, 1926

£000° . £000-

TTUa081 - 1,830,

‘Gains on‘exéicise ofishare:optis T 101
‘Contribution to-defied contribi “ys0” T s

Fail detais of directers’ remunsration Sharehiotders dated 2 March 1998, -

6. Auditar's Repord - -
~‘The-Auditor’s:Reportion:th
‘dated 2 March '1998) was ung
with records.dndreturns} or 237(3} ffailure to

1997, which includes th tables in the' Remuneration Report (included in the latter to Sharehalders

abte 'r_x'neces_sgry information and ‘explanations) of the Companies Act 1985.

‘linperial:Chemical Indus! PLC . .
Summary Financlal Stateménts-on pages 2210 27,

rt to you.on its preparation and consistency with the ful

rin accordanc Mth’guidéﬁneé issued by the Auditing Practices Board and canied outsuch procedures as we considered
o Ghir report p-’fheﬁroup'&full;annual accounts:.desq_ribésrlhe:pasis- of .our audit opinion on those accounts.

‘We condacted our exarninat

héqessary{tbl'*SUppqgf(*opr opin

‘In our opinion the Surnmary Financial Statement is consistent with the Annual Accounts and Directors’ Report of Imperial Chervical Industries PLC for the year
ended 31 December 1997 and. compfies with the requirements of Section 261 of the Companies Act 1985 and the regulations made thereunder,

W)’h (I é”:*[z/‘ /2’(_
T KPMG Audit Plc

Chartered Accountants
Reglstered Auditor

tondon . :
11 February 1888

riot inclide a statemshit under Sections 237(2) {accounting records or retums inadequate or accounts not agresing




