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Statement by the Chairman

“We made excellent progress in 1999 with profits up and debt sharply
reduced. |Cl’s strategy to shift its focus to Specialty Products and
Paints is on course and delivering good results. There is more to
come as the world economy improves.”

Profit before tax in 1999 was £376m, 17% ahead of the Looking ahead, there is every sign that the world economy will
previous year, and confirmed the benefits of the recent continue to improve in 2000. With financiat markets now much
strategic shift in our porifolic. Indeed, the momentum more stable and an increased focus on performance within the
quickened over the year as better trading conditions were business, | believe that we will see further improvements in
underpinned by ICI’s focus on performance improvement underlying sales and profits in 2000. | am confident that as
across all our activities. performance improves this will be reflected in the valuation

of our shares.

The redirection of our portfolio was triggered by a series of

major acquisitions in 1997 and 1998 that shifted our product The specialty products and paints industries continue to
portfolio from bulk chemicals to specialty products. As these change, and 1Cl will play its part in any further restructuring if
were funded with bank debt, we made it a top priority to this can create real value for shareholders. We enter a new
reduce debt and restore the health of our balance sheet by century with growing confidence that ICl is well placed to
exiting most of our bulk chemical businesses. Thanks to some deliver sustained profitable growth.

very successful divestments, coupled with first class cash

management, our net debt has been cut from £4.2bn a year

ago to £2.3bn at the end of 1999. Interest cover has improved

steadily, and we enter 2000 with the balance sheet in much

better shape. \
Do .
Overall, sales in our core businesses were up 2.5% to £5.6bn, .» M [

with operating profits rising 8% to £582m. Earnings per share

for the Group were 10% higher at 37.0p. Reflecting these .
excellent results, the Board recommended that the dividend Chairman
was maintained.

Chairman, and Brendan O'Neill succeeded me as Chief
Executive. He has made a maior contribution to the
improvement in performance. Jim Kennedy retired as
Chairman of National Starch in June, after 37 years. The Board
would like to thank him for his contribution to National Starch
and particularly in the last two years during the transition from
Unilever to ICI.

On 2 February 2000, we announced some further changes to
the ICI Board. Rob Margetts, who has had a distinguished
career with ICI for over 30 years, is to retire from the Company
at the end of June to take up the Chairmanship of Legal &
General Group Pic. The Board would {ike to thank him for his
enormous contribution to ICI, particularly with regard to the
divestment programme. Hon-Chiu Lee is to retire following the
Annual General Meeting, Again, the Board would like to thank
him warmly for his contribution as a Non-Executive Director
over the last three years. We announced at the same time the
appointment of William H Powell, Chairman and CEO of
National Starch, to the main Board.

Ail our employees have again shown great resourcefulness and
resilience in a year of fremendous change. We would like to
thank them'all for their efforts. Their hard work and dedication
has ensured that the transition has been carried out
professionally and successfully.

| should like to pay particular tribute to all my Board colleagues
for their wisdom and efforts in steering IC| through the
significant transformation.

l 1999 saw changes in the senior team. | assumed the role of
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“We’re determined to lead the industry in creating value for
customers and shareholders. With the skills at our disposal and
the huge opportunities we face, we look forward to robust, profitable,

year-on-year growth.”

ICI has virtualty completed its transformation — started in 1997
- from a high volume bulk chemicals company to a coherent
group of high vaiue, knowledge centred businesses with
exciting opportunities for growth and margin improverment. We
are now able to focus on Specialty Products and Paints, the
businesses that represent our future.

Transformation

1999 saw great progress in the restructuring of the ICi
portfolio, in line with our strategic transformation. In June we
sold our Polyurethanes, Tioxide and selected Petrochemicals
businesses to the Huntsrman Corporation through the formation
of a new company Huntsman IC| Holdings LLC. Later in the
year we disposed of the Autocolor vehicle refinish business,
Acrylics and our Fluoropolymers operation.

The quality of the businesses divested is reflected in the very
attractive prices we obtained. We retain a 30% interest in
Huntsman ICI Holdings, which continues to do well.

Today's ICl is far less susceptible to downturns in any
particular market given the breadth and quality of our market
and product coverage. in a major shift from the past, the
selling prices we achieve are determined by the value we
create for our customers. Moreover, we are convinced that we
hold the potential for excellent profitable growth. This
confidence stems from various factors: our strong market
positions in key growth markets; our pipeline of technology
and marketing innovations; and our clese and developing
relationships with key customers.

1999 performance

In 1999 we achieved significantly improved profits, both for
the total Group and the Core businesses. Within our Core
businesses, the growth momentum built consistently
throughout the year.

Specialty Products

Quest was the star performer. Sales rose as we focused on
big, multinational customers and made the most of the wider
market now available to us in food and fragrances. The
progress we made is best illustrated by Quest's trading
margins - they are now nearly 14% - about the same as
National Starch — compared to 10% just two years ago.

National Starch passed a tremendous milestone by increasing
its profits for the 30th consecutive year, There were excellent
performances from many parts of the business, notably
adhesives and food starch worldwide and all the businesses in
Asia, offset by some disappeointments in emulsions and
industrial starch.

In Industrial Specialties, Unigema began the year slowly but
picked up speed and preduced a good performance for the
year. | was particularly encouraged by the growth rate achieved
in our more value added sectors. Synetix profits were similar to
last year, reftecting the depressed state of the ammonia and
methanol industries which use its catalysts, but it maintained
its margins and produced excellent rates of return. Crosfield’s
recovery plan is under way and on course to meet ambitious
financial targets.

Paints

The highiight in Paints was the significant recovery in the US
business with improved results both from our own stores and
from sales to major retailers such as The Home Depot. Europe
once again performed excellently and Paints did well in Asia
where markets have recovered well from the economic crisis.
The amount invested in marketing increased by 139%.
Recognising further opportunities, Paints has comrmitted itself
to a 10% return on sales, 20% organic growth and a 30%
return on net assets in the next five years.

Industrial Chemicals

Within Industrial Chemicals losses were reduced from 1998.
This was achieved by the efforts of our workforce and some
aggressive cost reduction plans as the markets remained soft -
albeit with some signs of recovery in the chlorine and PTA
markets at the end of the year.

Rewarding shareholders

1998 was a better year in underlying performance, but
disappeinting in share price performance. Our aspiration is for
share price performance ahead of the best of our competitors.
To measure our progress, we have selected 16 competitors to
our own businesses and will track our performance against this
group in terms of Total Shareholder Return - the combination
of dividend and stock price appreciation. We'll be disappointed
not to be in the upper half and will strive for a place in the top
four. Subject to our shareholders’ agreement, we’ll also amend
the long-term incentive scheme for our top 100 people so that
their rewards are linked toc our relative performance.

One essential for increasing our returns is greater co-operation
between our businesses on matters such as research and
technology, purchasing, IT and management development. |
am delighted to say that the momentum is building, helped in
1999 by the appointment of a Global Chief Information Officer,
and of a Group Vice President, Supply Chain. We also are
absolutely determined to take full advantage of the cost
reduction and customer service benefits which are

now possible using the Internet.

An entrepreneurial culture

Our success in achieving shareholder returns also depends on
how well we foster the culture appropriate to today’s markets.
In the capital-intensive ICI of the past, investment decisions
were large, few in number and mostly made at the Centre.
Today’s ICI depends on greater numbers of smaller decisions
taken in all parts of the world by people who really know the
customers. We therefore need a culture that makes people
accountable, encourages new ideas and weil-judged risks and
rewards those who perform,

Such a culture is taking root. One of the heartening things I've
noticed in my 18 months with the Group is a growing
awareness and application of the principles of shareholder
vailue. People at every level are determined to ensure that we
increase working capital efficiency, that every investment earns
an appropriate return, that all the measures of value keep
improving. Employees everywhere are becoming more
responsible for their own performance.
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Turning ideas into profits

| also feel the exciterneént generated by new ideas. In a world
where vesterday’s innovation can become today’s commodity,
we need to be introducing new and updated products — and
new ways of using those products - at a rate which exceeds
the trend towards commoditisation. And indeed we are. ICl is
increasingly an ‘ideas’ company, selling not so much products
as customised solutions. This report details just a few of the
ideas that IC! people have turned into profitable products and
services for the benefit of our customers and shareholders.

As the Group restructures, the Centre is also changing. At the
half year, we announced the restructuring of our London head
office to make it smaller, more efficient and mare supportive of
today’s diversified portfolio. The changes will align the Centre’s
role to the needs of today’s ICI family of Businesses.

One thing that will not alter is our commitment to safety, health
and the environment. Five years ago, IC| set itself a demanding
series of goals to be met by the year 2000. We are on course
to succeed and later this year will set new targets for 2005.
However good our performance, we know that we can always
improve and are determined to do so.

Great people, great opporiunities

As | travel the Group, my overwhelming impressions are the
quality of our people and the wealth of opporiunities we have
to offer better solutions to our customers. Let me record here
my thanks and appreciation for the skills, enthusiasm and hard
work of all our employees in both our continuing and our
divested businesses. It has always been true that good people
are fundamental to our success. This is even more so as
opportunities multiply and turning them to advantage depends
on fast, informed, intelligent action by peopie at all levels in the
business.

With our people, our market position and the tremendous
opportunities available to us, ICI is powerfully placed to offer
better returns to its shareholders each year, every year. We
have a great story to tell — and one that is backed by tangible
improvements in performance. | hope you share with me the
exciternent that we in ICl feel about the business and our
expectation of even better things to come.

¢
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Chief Executive
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DESCRIPTION OF BUSINESS
General

Since the incorporation of Imperial Chemical Industries PLC in
1928, the IC| Group has been one of the major industriat
chemical organisations in the world with an impressive record
in innovation. In 1997 the Group began a significant reshaping
programme, consistent with its plans to focus its resources in
specialty chemicals. This reshaping activity continued through
1888 and 1999. The core business of the Group now
comprises National Starch, Quest, Industrial Specialties and
Paints. The Group also has an industrial Chemicals business
(which comprises Halochemicals, Methanol and a number of
Regional Businesses). The Group is actively pursuing the
divestment of most of its Industrial Chemicals business
consistent with its strategic shift to specialty chemicals.

The ICI Group has leading international positions in industrial
adhesives, specialty starch, fragrances, flavours, food
ingredients, specialty process intermediates, paints and
chlorofluorocarbon (CFC) replacements. It also has strong
positions in synthetic resins and polymers, chemicals based
on silica and alumina, surfactants and catalysts. In addition,
the Group has a strong regional position in the UK in
chlor-alkaii products.

Strategic Vision

The ICI Group’s vision is to be the industry ieader in creating
value for customers and shareholders through market
leadership, technological edge and a world competitive cost
base. It aims to achieve this by:

* market-driven innovation in products and services
The Group’s innovative skills are a major competitive
strength which are driven by the marketplace. The Group
sets out to meet the needs of its chosen customers in ways
that deliver the desired effect and service and create value
for both parties.

winning in quality growth markets worldwide

The Group will invest in growth markets in which it has
leading market positions. It aims to have all its businesses in
such positions and it will do this by concentrating efforts on
what it believes are the best quality growth opportunities
around the globe.

* inspiring and rewarding talented people
The Group is determined to create a way of working that
attracts and retains high calibre individuals and that releases
the energy and talents of everyone in the organisation. It
aims to be an organisation in which all empioyees know
what is expected of them, have the freedom to take
initiatives, are accountable for the results and are properly
rewarded for success.

exemplary performance in safety and heafth
The Group's goal is to have an exemplary performance in
safety and health and become the world leader.

responsible care for the environment

Tough targets for the Group’s environmental performance
have been set. The guiding principle is Responsible Care,
the international chemical industry’s programme for
continuous improvement in safety, health and environmental
performarice. The Group applies its standards with
consistency around the worid. The roll-out of new and
improved products which are designed to have less impact
on the environment will be a key feature.

* refentless pursuit of operational excellence.
Competitive pressure is increasing and the Group has
responded with a number of initiatives including a major
facus on purchasing and supply chain management and
several significant restructuring programmes in the last
three years.

Reshaping

In the early 1990s, as part of its efforts to increase profitability
and enhance shareholder value, the Group implemented two
major restructuring programmes. These actions entailed
focusing on those businesses and territories where it enjoyed
strong market positions, a sustainable trading advantage
through technology and brands and with costs which are
competitive. Subsequently the Group demerged its bioscience
operations in 1993.

In July 1997, ICI took the first major step to reposition itself
radically as a major specialty chemical company with the
acquisition of the companies and businesses comprising the
specialty chemicals division {“Speciality Chemicals”) of
Unilever PLC and Unilever N.V. for a cash consideration of
LUS$8bn (£4.8bn). The acquisition was an excellent fit with the
Group's sfrategy to shift its business profile towards specialty
chemicals tailored to meet specific customer needs and where
ieading positions in profitable growth markets can be won
through the application of the Group’s technology and skills.
The Group continues to ook for opportunities to build its
capability across Specialty Products and Paints and in so

doing shift the balance towards the lighter, less cyclical end of :

its portfolio, where it has the opportunity to build powerful
leadership positions.

ICI has announced that, consistent with its strategy, it intends
to divest most of its Industrial Chemicals portfolio. Since July

1997 IC| has realised £6.1bn in gross proceeds from over
forty disposals.

In 1997 and 1998 the major elements of this disposal
programme comprised:

1897

¢ the polyester polymer and intermediates business;

* the 62.4% shareholding in ICl Australia, a major
manufacturer and supplier of mining explosives, chemicals,
plastics, fertilisers, crop care products, paints and related
consumer products in Australia for total gross proceeds
of £1bn;

+ the Canadian based Forest Product business for £142m:

e the UK based fertiliser business, for £200m plus a deferred,
phased, market related payment;

1998
+ the Group’s worldwide Melinex film interests;

* a 51% interest in a South African explosives joint venture
for US $117m;

the Propafilm oriented polypropylene films business;

* explosives operations in Canada, Latin America and
Europe and the explosives distribution business in the
USA for US $370m;

a methylamines and derivatives business for £67m, and

&
S
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+ Teesside Utilities and Services business, which operates in the At the beginning of November, ICI divested its global Acrylics

UK, for £300m:. business to a venture capital backed cormpany, Ineos Acrylics
Ltd, for £505m. This sale, which involved the transfer of some
During 1998 the Group made several acquisitions, including: 2,000 employees, completed the disposal of ICI's Materials
businesses.
* Mydrin AGS GmbH, an adhesives company in Germany, from
BTP plc for £22m; Also in November the Group completed the sale of its
international Fluoropolymers business to Asahi Glass Company
» the European Home Improvement business of Williams PLC, of Japan.
including well known brand names such as ‘Polyfilla’,
*Cuprinol’ and ‘Hammerite’, for £350m; As part of its strategy the Group intends to continue to divest
or dilute its interests in non-core businesses where it has no
s the privately held US company Acheson Industries Inc, a long-term competitive advantage. This includes most of
leading producer of specialty materials for the electronics industrial Chemicals.

industry, for $560m;
Performance and value based management
* Mona Industries Inc, a privately held US manufacturer and
marketer of innovative specialty and personat care ingredients. The Group has now established overall performance targets for
Total Shareholder Return, which will be used to measure

In 1999, ICI made further progress with its restructuring performance relative to an international peer group of
programme. At the end of June, it divested its Polyurethanes companies. The Group’s aim is to deliver a consistent return
and Tioxide businesses and the majority of its UK based which is amongst the best in the industry. Internally the Group
Petrochemicals businesses to Huntsman IC! Holdings LLC is aligning its targets with this aim, using targeted growth in
{HICY), a new company formed with Huntsman Corporation, a economic profit as the basis of measurement. These objectives
privately owned US chemicals group, for an aggregate are being underpinned by changes to senior management
consideration of £1.7bn. In addition to these businesses, HICI compensation systems.

acquired the propylene oxide assets of Huntsman Corporation.

HICI is controlled by Huntsman Corperation but ICI retains a The targeted growth in the market value of the Group and its
30% shareholding. The value ascribed of ICl’s initial stake in constituent businesses is used to set targets for both growth in
HICI, through a combination of equity and loan notes, was economic profit and return on net assets (RONA). RONA has
£452m. As a result of this transaction over 6,000 employees the advantage that it can readily be used at the local and
transferred from IC1 to HICI. regional level to track improvements. During 1999 the Group’s

overall RONA increased by 1.5% to 13.4%. The core portfolio
At the end of July 1999, ICI increased its emphasis on specialty of Speciaity Products and Paints delivered a 20.2% RONA, up
chemicals for markets where it has leadership positions by 1.1% on last year.
divesting its automotive refinish business and some other
industrial coatings interests, to PPG Industries, a corporation
based in the USA, for a total value of £425m. Some 2,200
employees transferred with the business.

Geographic areas

The Group’s headquarters are in the UK, where it also has several major manufacturing sites. Outside the UK, operations are conducted
by locally managed subsidiary companies staffed almost entirely by nationals of the country concerned. Seventy six per cent of the
employees of the continuing businesses of the Group are located outside the UK.

The extent of the Group’s activities outside the UK is indicated in the following table, which shows the turnover and trading profit
(before exceptional items) from continuing operations made by Group companies located in each geographic area for the three years
ended 31 December 1999 (see Operating and financial review).

Turnover Trading profit
before exceptional items
1969 1998 1997 1999* 1998* 1997
£m £m £m £m £m £m
Continuing operations ‘ .
United Kingdom
Sales in the UK 1,190 983 933
Sales overseas 1134 1,198 1480
2,324 2,181 2,413 1 31 (19)
Continental Europe ' 1,511 1,461 1,173 140 126 71
USA 2,254 2,158 1,773 189 154 117
Other Americas 688 738 693 38 60 54
Asia Pacific 157 1,041 946 100 63 94
Other countries - 67 77 102 6 7 15
8,101 7,656 7,100 )
Inter-area eliminations and sales to
discontinued operations h ©12) 835 (1,407)
Total 7,189 6,821 5,693 474 441 332
Discontinued operations ' 1,260 2,465 5,369 o7 186 288
Total 8,449 9,286 11,062 571 627 620

* After amortisation of goodwill £35m (1898 £23m).

.
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Industry segments

The following table shows turnover and trading profit {before exceptional items} for the Group's classes of business for the three years

ended 31 December 1999 (see Operating and financial review).

Turnover Trading profit
before exceptional items
1999 1998 1997 1999 1998 1997
£m £m £m £m £m £m
Continuing operations o "
Core operations
Specialty Products
National Starch 1,792 1,646 782 230 219* 116
Quest 676 656 321 92 82 67
Industrial Specialties 989 1,027 831 82 84* 32
3,457 3,329 1.934 404 385 215
Paints 2,180 2,167 2170 143 132: 160
Industria! Chemicals 1,654 1,481 1,790  (73) (76) (43)
Inter-ciass eliminations and sales to
discontinued operations (102) (156} (201}
Total 7,189 6,821 5,693 474 441 332
Discontinued operations 1,260 2,465 5,369 97 186 288
Total 8,449 9,286 11,062 571 627 620

* 1999 and 1998 results are stated after amortisation of goodwill for National Starch, Industrial Specialties and Paints of £18m (1998 £12m) £1m

(1998 £nil} and £16m (1998 £11m) respectively.

Continuing Operations

Specialty Producis
The Specialty Products grouping comprises the National Starch,
Quest and Industrial Specialties Businesses.

National Starch
National Starch is a leading manufacturer of adhesives, sealants,

specialty food and industrial starches, specialty synthetic polymers

and electronic and engineering materials. The Business produces
thousands of technically advanced products and operates an
international network of more than 158 manufacturing and
customer service centres, located in 36 countries on 6 continents.

National Starch’s world headquarters is in Bridgewater, New
Jersey, USA. Its European headquarters is in High Wycombe,
UK and its Pacific operations headquarters are in Singapore.

The Business's overall sales, as well as its research and
development spending, grew over the last 3 years at a
compounded annual rate in excess of 6%. Research and
development expenditure (including technical service) currently
represents about 4.5% of annual saies. About 20% of National
Starch products in the USA are protected by patents, and
most of the selling range consists of proprietary products

and services.

National Starch comprises four distinct business groupings:

Adhesives and Sealants

National Starch is one of the largest global producers of
industrial adhesives. The Adhesives and Seailants Division
operates over forty manufacturing facilities around the world
and has a strong global presence. It manufactures a broad
range of adhesive types, including adhesives based on both
natural and synthetic polymers, water-borne, hot meits, 100%
solids, reactive adhesives and pressure sensitive adhesives.

The Business’s products are widely used in packaging for
securely sealing cases and cartons and fixing labels to bottles
and cans. There are numerous paper converting applications

such as laminating, bag making, tissue, paper tube winding and
box manufacturing. Converting adhesives are also used in
bookbinding, envelopes, magazines, and remoistenable stamps.

Adhesives are also critical components in the construction of
disposable nappies/diapers, personal sanitary products and
disposable hospital supplies.

National Starch’'s high performance curing adhesives are used
to laminate plastic films, metal foils and paper for numerous
flexible packaging applications. Pressure sensitive adhesives
are used to manufacture self adhesive tapes, labels, decals,
and transdermal drug delivery patches.

The Business’s adhesives and primers are used in the
assembly of sports shoes.

The Bondmaster business unit is a major supplier of adhesives
and sealants for assembly operations in the woodwaorking,
construction and transportation industries.

Food and Industrial Starch

National Starch’s food starches are a vital part of thousands of
everyday foods. They enhance taste and appearance and
provide effects which enable end-consumer products to
withstand the rigours of ultra high temperature (UHT)
processing, microwave cooking, freeze/thaw cycles and
extended storage.

In the specialty food ingredients area the Division produces
products which are used for fruit preparations, meals and
canned foods; binders for meat and fish products and pet
foods and a range of coating agents to control texture,
crispiness and appearance in battered foods.

Products for the dairy market are used to improve the guality
and stability of a range of dairy foods, including yoghurts,
puddings, ice cream, cheese and cream preparations.
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ingredients for cereals and snacks influence the expansion,
texture and eating quality of a variety of baked, fried and
extruded foods.

National Starch's stabilisers and thickeners are used to control
the viscosity, stability, mouthfee! and texture of a wide variety
of sauces and salad dressings.

In the bakery market the division’s ingredients are used to
control the moisture retention, texture and structure of baked
doughs and their fillings.

Encapsulation products encapsutate flavours and fragrances;
carry flavours and spices; stabilise flavour emulsions and

are used in starches that improve mouthfeel properties in
beverage systems.

Products in pharmaceutical and nutrition areas include
specialty starches for use as; carriers, binders and
disintegrants in tablets and capsules; thickeners for
liquid dosage medicines; pharmaceutical grade dusting
powders for surgical gloves and specialty ingredients for
the nutrition industry.

In the pulp and paper industry, the Business’s specialty
starches provide strength and contribute to enhanced
productivity in the manufacture of unbleached Kraft, fine
papers, bleached board, newsprint and recycled fibre stocks.
Additives and liquid polymers improve the biodegradability and
strength of tissue and towel products. Specialty surface size
starches increase runnability in the size press and printability
on the end user's printing press, while repilacing more costly
functional additives.

For the corrugating industry, specialty carrier starches provide
bond strength for adhering board to corrugating medium and
contribute to increased production and reduced waste. They
improve the overall guality and water resistance of meat, fruit,
vegetable and shipping cases. Specialty synthetic polymer
products add increased water resistance for demanding
applications.

The business has also created a starch-based replacement for
plastic packaging. ‘Eco-Foam’ loosefill is composed of nearly
100% starch and protects the contents of packages as
effectively as polystyrene “peanuts”, yet is fully degradable and
decomposes in water.

Specialty Synthetic Polymers

National Starch has broad capabilities in specialty polymers,
resins and redispersible powders for markets as diverse as
personal care, construction, water treatment, detergents, paper
coatings and apparel. The business’s binders, saturants and
laminants add desirable characteristics to non-wovens (fibrefill,
interlinings, disposable garments), textiles and papers.

Specialty polymers improve the holding power in hair sprays
and gels and the manageability and softness of mousses,
conditioners, shampoos and other styling aids. They are also
used to thicken and emulsify cosmetic and beauty products
and increase the functionality of sunscreens, hand and body
creams and lotions.

The business’s acrylate-based products include dispersants,
anti-sealants and detergent builders, as well as rheclogy
modifiers (thickeners) for the carpet, adhesive and detergent
industries. Dithiocarbamate chemistry results in microbiocides
and metal precipitants for process water treatment.

Redispersible powder polymers improve the adhesicon, flexural
strength, insulation properties and shrink-resistance of
cements, grouts, adhesives and other construction products.

Electronic and Engineering Materials (EEM)

The EEM Division manufactures, markets and sells adhesives,
encapsulants, specialty coatings, thick filim materials, and
process lubricants used in the manufacture of electronic,
automotive, medical, aerospace and other equipment and
components. The Division serves customers worldwide with
unique formulations and application assistance to mest
demanding performance and processing requirements, Many
products are based on proprietary polymer technology.

The EEM Division is comprised of six business units, each
focused on specific product lines and end-use markets.

* Ablestik supplies adhesives and encapsulants used for
semi~conductor packaging and microelectronic assembly.
Products include adhesive pastes, films, tapes, and
preforms.

* Acheson supplies thick film materials and specialty coatings
used in cathode ray tubes, keyboards and switches, printed
circuits, and other electronic components. Specialty coatings
are also used for noise reduction and wear resistance in
automotive components. Acheson also supplies process
iubricants and application systems used in metalworking
and casting.

+« EMCA-REMEX supplies thick film materials used in hybrid
circuits, mutti-chip modules, and resistive components.

* Emerson & Cuming supplies adhesives, encapsuiants, and
coatings used in circuit assembly and in fabrication of
electronic, electrical, and slectromechanical components.

¢ Permabond supplies adhesives and sealants used in product
assembly, structural bonding, and repair applications,
including disposable medical devices, electric motors,
automotive companents, and motor vehicle assembly.

¢ Tra-Con provides adhesives and coatings in single-use and
other specialty packages serving a broad range of industria
custorners through telerarketing programs.

Manufacturing facilities

Manufacturing facilities are located in Argentina, Australia,
Belgium, Brazil, Canada, Chile, France, Germany, Indonesia,
India, ltaly, Japan, Korea, Malaysia, Mexico, the Netherlands,
New Zealand, People’s Republic of China, Philippines,
Republic of South Africa, Saudi Arabia, Singapore, Spain,
Sweden, Switzerland, Taiwan, Thailand, United Kingdom,
United States and Venezuela.

Business activity

In 1998, the Business acquired Environmental Packing L.P,

of Delaware, USA (ENPAC). It is the largest supplier of
biodegradable starch-based loosefill packing material
technology in North America. The purchase of ENPAC gives
National Starch licensing rights to sell non-high amylose based
starches for the biodegradable packaging industry in North
America, Europe and Australia and provides the ability to
expand further in the biodegradables market.

Also in 1998 the Business sold its Australian emulsion
polymer/resin business.

New plants and expansions

National Starch continued to pursue its policy of supporting
customers locally by opening and expanding plants in
countries where customers are located. Specialty Synthetic
Polymers completed plant expansions in the People's Republic
of China and North Carclina, USA.
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The Adhesives and Sealants Division started construction on a
new plant in Brazil.

Major new expansions for the Food and Industriat Starch
Division in 1999 included new capacity in Thailand to support
the growth in the tapioca starch business, eéxpansion in
Germany to support European growth in new products for the
food industry and continued expansions and productivity
improvements in Indianapolis, USA, which is its largest
manufacturing facility, to support the global business.

The EEM Division added two new technical service laboratories
to serve customers in the semi-conductor and microelectronic
industry. New facilities in California and Japan are equipped to
apply, cure, and test EEM adhesives and encapsulants. These
capabilities allow close collaboration with customers to
develop new products and applications.

New products

During 1999, the Adheslves Division expanded its ‘Cool-lok’
hot melt platform and introduced ‘Ultra-cure’ radiation curing
preducts and ‘Peta-Flex’ 100% solids packaging adhesives.
The Division continued to build on its leadership position in
reactive hot melts with the introduction of foaming technology
for the gasketing and window sealant market. In addition, joint
developments with the Specialty Synthetic Polymers Division
resulted in a new EVA emuision for difficult to adhere
substrates, and the new ‘Micro-Lok’ repositionable pressure
sensitive emulsion polymer.

The Food and Industrial Starch Division introduced its new
‘Dry-Tack’ adhesion system, which is used to tenaciously
adhere seasonings to snacks. Unlike many previously available
products that were applied wet after the chip or extruded
snack was dried, this adhesion system is pre-blended with
seasonings and applied while the substrate is hot. The
consumer gets a snack in which the seasonings remain on the
snacks rather than falling to the bottom of the package and the
crisp mouthfee! they prefer. The product has a lower fat
content and fewer calories than fat-based foods which helps
consumers to rnaintain a healthy lifestyle. National Starch’s
customer, the food manufacturer, can offer a product with a
lower-fat label, one which reduces wastage of seasonings or
flavours, has a less messy blending process and can be used
within existing systems. For this revolutionary technological
advance, 'Dry-Tack’ was awarded the gold trophy at the Fi
Europe Most Innovative Food Ingredient Awards and “High
Honors™ recognition in the ingredients category of the 1999
Food Processing Magazine Awards.

In 1999 the Food and Industrial Starch Division also introduced
‘Novation’ 3600 native starch which has low hot viscosity,
unigue mouthfeel and light set for dairy and fruit applications
and ‘Ultra-Tex’ 2000 food starch, a specialty cold water
swelling starch that provides high instantaneous viscosity
suitable for dry mixes, sauces, gravies, microwaveable cheese
sauces and instant cream-style soups. It is ideally suited for
food systems that are to be microwave reconstituted or kept
on a steam table for long periods.

The Specialty Synthetic Polymers Division introduced structure
rheology modifiers for personal care, ‘Dur-O-Set’ Elite emulsion
polymers and ‘Elotex’ water-resistant construction polymers in 1999.

Also in 1999 two fundamentally new polymer chemistries for use
in electronic adhesives and encapsulants were developed by
the EEM Division. These are being used in new formulations by
the Ablestik business to address demands for semi-conductor
packaging materials with improved performance and
processing characteristics.

The Acheson unit of EEM introduced ‘Deltacast’ Liquid Powder
systems. These comprise process lubricants, application
equipment and technical assistance for pressure die casting of
high performance automotive components.

o

EMCA-REMEX introduced four new screen-printable polymer
overcoats that cure at 150 °C, compared with competitors’
products that cure at 200 °C. In addition, three new thick

film conductors were introduced for automotive,
telecommunications and RF circuitry applications; a new
capacitor dielectric series called 7248U for high-reliability
applications; a new series of copper conductor compasitions
for applications that require multiple refires at 900 2C in a
nitrogen atmosphere and a platinum-silver conductor that
exhibits superior solder acceptance and scider leach resistance -
in low-cost applications were also introduced in 1999, -

The Permabond business launched ‘Permabond’ 4L75, a new
advanced UV and visible light curable adhesive designed for
medical drainage systems, reservoirs, oxygenators, heat
exchangers and many other devices with and without light-
absorbing plastic.

Emerson & Cuming intreduced CE 3101, a new electrically
conductive adhesive that replaces solder and provides
ultra-fine printing capability in surface mount device (SMD)
interconnect formation. This new product atso has a <
low-temperature-cure capability, which makes it compatible
with ail flex substrates. In addition, a third new product was
added to the CE 3100 series which provides revolutionary .
stability of electrical junctions on common metal solderable
surface finishes.

Quest

Quest is recognised worldwide as a leader in the development,
application and production of fragrances, fragrance
ingredients, flavours and food ingredients for a wide variety of
consumer products. Fine fragrances are created for many of
the most prestigious fragrance houses in Europe and the USA
while its fragrance compeounds and materials ¢an be found in
the leading brands of cosmetics, soaps, househoid products
and detergents. Its flavour and food ingredients create the
special taste and texture of prepared foods, beverages, dairy
foods, bakery and confectionery products marketed by many
of the major global food and drinks manufacturers.

The Business operates through two Divisions. The Food
Division is headquartered in Naarden, the Netherlands where
the Company's corporate headquarters are also located. In
1999 the Food Division accounted for around 60% of total
sales. The Fragrances Division is headquartered in Ashford, UK
with creative centres for Fine Fragrances in Paris and New York.
In 1999 the Fragrances Division accounted for 40% of sales.

The major manufacturing facilities are located in the UK, the
Netherlands, USA, Mexico, France, Australia, Ireland and
Indonesia. Additional manufacturing facilities are also located
in 11 other countries. The Business maintains its own sales
distribution network in 38 countries and elsewhere is
represented by sales agents.

Quest’s flavour and fragrance products consist of compounds
of blended ingredients under formulae created by its flavourists
and perfumers. Fragrance ingredients are the scented building
blocks of the fragrance formulae. They also contribute
additional technical characteristics, such as deodorancy or
insect repellancy to the finished compound.
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Food ingredients include emulsifiers, hydrocolloids, proteins
and bio ingredients (enzymes, cultures and yeast) developed to
meet the changing commercial requirements in taste and
texture of the customers’ end-products.

Quest operates in attractive markets. The demand for
consumer products has been stimulated and broadened by
such factors as an increase, in many countries in disposable
income, the strong growth of food services and the opening
of new geographical markets. In the fragrance sectors, these
developments have expanded the market for colognes,
deodorants, and toiletries for men. In the food area, growth
has been driven by the desire of consumers for new and more
sophisticated flavours as well as for foods that are compatible
with a heatthy lifestyle. These factors have stimulated the
demand for products such as convenience foods, ethnic
foods, low-cholesterol and low-fat food products and soft
drinks that must also conform to expectations in taste, texture
and appearance.

Innovation is at the heart of Quest’s business. Development of
new fragrance and flavour compounds requires a complex
artistic and technical process calling upen the combined
knowledge and skill of its perfumers and flavourists together
with its application and research chemists. An important
contribution to the creation of new fragrance and food
products is the development of new ingredients. The business
maintains research centres at Ashford in the UK and Naarden
in the Netherlands and specific product process development
at 6 other sites around the world. Approximately £37m (about
6% of annual sales value) was spent in 1999 on research,
development, creation and application, of which around 40%
was on fragrances and 60% on foods.

The competitive position of the Business is based on its four
distinctive capabilities. These are: the quality of its customer
retationships, the creative skills of its perfumers and flavourists,
the technological advances resulting from its research and
development and the customer service and support provided
by its marketing and application groups as well as the
company’s global network of servicing units. in terms of sales,
QGuest is one of the leading organisations producing and
marketing a wide range of fragrance and food products for sale
to manufacturers of consumer products.

In 1999 Quest's capital expenditure programme focused on
fragrance matenal production capabilities and automation of
fragrance compounding. in the Food Division capital
expenditure was directed at a selected expansion of existing
capacity with particular focus on profitable growth markets.

Industrial Specialties

In 1997 the former Unilever companies of Unichema and
Crosfield were combined with ICI's activities in surfactants,
catalysts and lubricants to form the industrial Specialties
Group. Unichema, surfactants and lubricants have now merged
to form the new business of Unigema whilst the related catalyst
operations have been combined in the new Synetix business.
Unigema

Unigema was formed as a global business from the beginning
of 1998. Its operating sectors include process intermediates,
polymers, lubricants, personal and health care, crop protection,
oitfield, textiles, polymer additives and cleaning.

Unigema’s headguarters are in London and its major operating
centres are in Gouda in the Netherlands, Everberg in Belgium,
Wilton in the UK, Wilmington, Delaware, USA and Klang in
Malaysia. The business has 22 manufacturing sites in Europe,
North America and Asia Pacific.

Process intermediates is based on natural fats and oils such as
coconut, patm kernel and rape seed, which are split to yield
fatty acids and glycerine. Its global coverage, econormies of
scale, flexibie manufacturing processes and market focused
research give Unigema a strong competitive position. Further
processing of fatty acids yield a range of higher added-value
products, such as surfactants, soaps, lubricants and polymers.
The rapidly growing global polymers business is based on the
development of a range of specialty dimers which are used in
adhesives, coatings and resins.

Unigema supplies innovative customised effect chemicals for
purposes such as dispersion, wetting, emulsification, surface
activity control and modification. These effects are supplied as
ingredients for personal and heaith care formulations, as
industrial specialities in the production of agrochemicals, paint
dispersions, resins, polymers and oiffield chemicals and for use
in textile processing. The business has expanded in North
America through the acquisition, in 1998, of Mona Industries
Inc, a technology leader in miid surfactants used in personal
care and household products. Additional production capacity
has been brought on line at Chocques, France and Wilmington,
Delaware, USA and an Asian Devetopment Centre is now
operational at Thane in India.

Unigema has a strong global position in synthetic lubrication. It
manufactures and markets a wide range of synthetic
basestocks and ingredients which are formulated into engine,
compressor, gear hydraulic and process oils and fluids, where
high performance or environmental characteristics are required.
Products are frequently tailored to specific customer :
requirements. Unigema is also the global leader in synthetic
refrigeration lubricants, where it provides worldwide technical
support in application and formulation. The Mona acquisition
has expanded Unigema’s position in the metal working sector.

Synetix

Synetix was formed in September 1998 by combining five
businesses from ICI, Unichema and Crosfield. it was formed
with a remit to grow in the attractive but fragmented catalysts
industry and is a world-leader in the production of catalysts
and catalyst technologies for a wide range of industries,
including oil refining, gas processing, ammonia, methanol,
edibie oils, chemicals, fine chemicals, cleochemicals and
polyimer manufacturing. By integrating the catalyst knowledge
of the combined businesses with a detailed understanding of
customers processes and then adding a growing number of
technical services, Synetix is able to generate increasing value
for its customers.

Synetix has its headquarters in Billingham, UK with
manufacturing sites in the UK, Germany and India and offices
throughout the world.

During 1999, Synetix acquired the catalyst business of

J & J Dyson plc to broaden its position in the refinery,
ammonia and gas processing markets and enter the new
market of DRI (Direct Reduction of Iron) and also acquired the
‘Hoecat’ catalyst business of Celanese which strengthens its
position in the edible oils and oleochemicals markets.

Synetix is seen as highly inncvative and was one of only four
winners of the 1999 Queen’s Award for Environmental
Achievement and the only Queen’s Award winner in ICl. The
award was for ‘Hydecat’ - the unique process for treating
sodium hypochlorite, a by-product formed wherever chlorine is
used or produced.
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Crosfield

Crosfield is a major producer of silicas, silicates and zeolites,
with plants in North America, South America, South Africa,
South East Asia and Europe. ts products are focused on
specialised applications using the ability of Crosfield to
develop and produce tailor-made particles. These are used
as ingredients in a wide range of consumer and industrial
products, including detergents, toothpaste, surface coatings
and plastics and as processing aids in the brewing and
textile industries.

Other Specialty Businesses

The Security Systerns business provides a range of security
systems where bank notes and high valued goods are held.
Using a variety of technologies, thefts can be quickly detected
and prevented. The business has just launched a new product,
‘Octopus’, to protect the growing ATM (Automated Teller
Machine) market.

Paints

ICI's coatings business, IC! Paints, is a leading international
paint business. It has one of the widest geographic spreads of
any international paint business, concentrating on decorative
paint and coatings for food and beverage cans. It
manufactures in 26 countries in Europe, North America, Latin
America and Asia. it is headquartered in Slough in the UK.

The decorative paint business has strong, well-established
brands such as ‘Dulux’, ‘Glidden’, “Valentine’, ‘Coral’, ‘Alba’
and ‘Color Your World’. The acquisition in 1998 of the
European Home Improvement business of Williams Plc added
further strong brand names in Europe such as ‘Hammerite’,
‘Cuprinol’, ‘Polyfilla’, ‘Polycell’, Xyladecor’, ‘Molto’ and
‘Alabastine’. The acquisition broadens and strengthens ICI's
decorative product range to include wood care, metal care,
adhesives and fillers. The Decorative market in total comprised
over 80% of the Business’s turncver in 1998,

ICI Paints is also a world leader in sales of internal and external
coatings for food and beverage cans. |Cl manufactures and
distributes a broad product offering of packaging coatings and
has leading market positions in both the mature markets of
Europe and North America and the emerging markets of Asia
and Latin America.

The strategy of ICI Paints is to maintain and develop branded,
leading market positions in the global paints and coatings
business. Key to this is the ability to understand consurmers’
needs for both product and services and communicate through
strong brands direct to each market segment.

Technology and innovation are also important factors in the
growth of ICI Paints. Success is dependent on being first to
market with innovative, value adding products and services
which meet real market needs. ICl Paints’ international spread
ensures it can maximise potential, enabling successful
products and services to be rolled out around the world.

In July 1989 ICI sold its automotive refinish paints business
(Autocolor) to PPG Industries for £425m.

Industrial Chemicals

The Industrial Chemicals segment comprises ICl's
Halochemicals and Petrochemicals Businesses and the
Group'’s Regional Businesses including a pure terephthalic acid
(PTA) business in Pakistan.

Halochemicals
The Halochemicals Business is a major Western European
producer of caustic soda, chlorine, chlorine derivatives and

sulphuric acid. The Business is also a significant global
producer of plasticisers and refrigerants.

Chicrine, caustic soda and a range of co-products are
produced at three sites in the UK and one in Germany. In
addition, chioromethanes, perchlorethylene, trichiorethylene
and sulphuric acid are produced in Runcorn in the UK, where
the headquarters of the Business is situated. Ethylene
dichloride is produced in Runcorn and in Wilton, Teesside,

in the UK,

Chilorine, hydrochloric acid and hypochiorite are sold in
European markets for a wide range of industrial and sanitary
applications. Caustic soda and chlorine derivatives are used
widely in applications ranging from primary feedstocks to metal
degreasing and are sold into geographically diverse markets,
including those of Asia Pacific.

More specialised products include: ‘Cereclor’ chiorinated
paraffins, used principally as a plasticiser for PVC and ‘Klea’
13443, a replacement for CFC refrigerants. ‘Cereclor’
chlorinated paraffing are manufactured at Runcorn, in
Baleycourt in France and by IACC, a partly owned subsidiary in
Thailand (ICI 60%: East Asiatic Co. 40%). 'Klea’ 134a is
manufactured in St Gabriel, Louisiana, USA; through an
associate in Japan (IC| 50%: Teijin Limited 50%) and in
Runcorn. Certain other ‘Kiea’ refrigerants are manufactured
only at Runcorn.

Capital expenditure in the period from 1996 to 1299 has been .

focused on manufacturing improvement and environmental
projects.

At the end of November 1999 IC| completed the sale of its
international fluoropolymers business to Asahi Glass Company,
a PTFE manufacturer in Japan. This follows the sale of ICI's
50% shareholding in Asahi ICI Fluoropolymers Ltd to the same
company in January 1999.

Petrochemicals

ICI's Petrochemicals Business comprises a methanol business,
a 50% share in the Phillips-imperial Petroleum Ltd (PIP) oil
refinery and a 48% share in Irish Fertilizer Industries Ltd, the
latter two being reported as associates. Methanol is
manufactured in Teesside, UK, and is sold mainly to UK
customers for conversion to formaldehyde, chloromethanes,
methyl methacrylate and other industrial intermediates. The PIP
refinery {owned 50% by Philiips Petroleum and operated by
ICl) produces naphtha, heating oils and diesel fuel. Naphtha is
supplied to a nearby olefines plant owned by Huntsman ICI
Petrochemicals Ltd, while the heating cils and diesel are mainly
sold to customers throughout the UK and Europe. Irish
Fertilizer industries (51% owned by the lrish State)
manufactures agriculturai fertiliser and industrial products for a
wide range of customers in Ireland and elsewhere in Europe.

In June 1989, the Group sold its Olefines and Aromatics
businesses (which formed part of the Petrochemicals Business)
to Huntsman |Cl Holdings LLC.

Regional Businesses

These comprise several businesses, which are essentially local
in their scope. The significant regionally managed businesses
are located in Pakistan, India and in Argentina. In addition,

the Group retains small regional explosives operations in the
USA and UK.

In Pakistan and India, ICI operates through non wholly-owned
subsidiary companies that have a portion of their equity share
capital traded on the local stock exchanges.
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Pakistan

IC! Pakistan has interests across a number of different market
sectors. The more important of these are the manufacture of
pure terephthalic acid (PTA) for the fibre industry, polyester
staple fibre for the textile industry, and soda ash for soaps,
detergents, glass and paper. Other businesses of IC] Pakistan
include agrochemicals, pharmaceuticals and specialty
chemical products.

india

iCl India’s regional business comprises rubber chemicals,
nitrocellulose, pharmaceuticals and explosives. The Rubber
Chemicals business has manufacturing facilities near Calcutta,
The pharmaceuticals business is based in Chennai. The
nitrocellulose business is based in Gujarat. The explosives
business, centred at Gomia, manufactures a wide range of
modern bulk and packaged explosives.

Argentina
IC1 Argentina manufactures a range of products of which wine
chemicafs and sulphur related products are the most important.

Regional Explosives - UK and USA
The Group has limited continuing explosives related interests in
the UK and North America.

Discornitinued Operations

These are material operations which the Group has sold or
permanently terminated either during a particular financial year
or during the subsequent period to the date of signature of its
annual accounts.

Operations first categorised as discontinued for UK GAAP
purposes in 1999 were:

+ the Group's Polyurethanes, Tioxide and selected
Petrochemicals businesses which were sold to Huntsman ICI
Holdings LLGC, in June 1999,

+ the global Acrylics business which was sold to Ineos Acrylics
Ltd at the beginning of October 1999, and

+ the international Fluoropolymers business which was sold to
Asahi Glass Company at the end of November 1999.

The following businesses were, in addition, reported as
discontinued operations:

in 1998

* the Group's Propafilm oriented polypropylene films business
which was sold to UCB SA in February 1998,

* the explosives operations in Canada, Latin Ametrica and
Europe and the explosives distribution business in the USA
which were sold to Orica Ltd (formerly ICI Australia Ltd) in
April 1998,

s the Group:s 51% interest in its South Africa explosives joint
venture which was soid to its former joint venture partner
AECI Ltd early in January 1298, and

» Teesside Utilities and Services business sold to Enron for
£300m in December 1998.

in 1997

* the polyester polymer and intermediates business, sold to
DuPont at the end of 1997,

* the Melinex film interests of the Group which were sold to
DuPont at the end of January 1998,

e Uy

* the Group’s 62.4% interest in IC| Australia Ltd which was
disposed of by means of a global equity offering in
July 1997,

* the Forest products business in Eastern Canada and Eastern
USA which was sold to Pionesr Companies Inc in November
1997, and

¢ the UK fertiliser business which was sold to Terra Industries
in December 1997.

Markets and distribution

The Group sells its products through an extensive network of
subsidiaries, associates and distributors.

Specialty products are sold mainly through direct sales forces
primarily to other manufacturers, in a range of markets from
consumer orignted manufacturers of branded goods in the
food, perfume and personal care sectors 10 those involved in
sutfactants, lubricants and paper making.

Paints are sold through a range of distribution channels.
Branded architectural paints are sold through a combination of
both independent retailers and the Group’s own retail
concerns, particutarly in North America. Can coatings are
supplied directly to beverage and food manufacturers in
Europe, the Americas and Asia.

General chemicals are sold into a wide range of industries
including engineering, textiles, pharmaceuticals, aerospaceé,
electronics and the extractive industries. These products are
either marketed directly or through independent merchants,
wholesalers and distributors who resell to small users.

Commodity products are sold through a direct sales force
primarily to other operators in the chemical industry.

Research and technology (R&T)

In 1999 expenditure on research and development by
continuing operations amounted to £157m (1998 £166m; 1997
£112m). Technical service expenditure for the same businesses
amounted to £45m (1998 £47m; 1997 £30m).

IC’s strategic move from bulk chemicals to a portfolio of
speciality chemical businesses has required the associated
reshaping of R&T resources which has been overseen by the
Technology Board, chaired by the Senior Vice President (SVP)
for Technolegy, and comprising the business senior R&T
managers. The Technology Board is responsible for the
development of the Group Technology Strategy and its delivery
through the R&T capabilities distributed amongst the individual
Businesses.

As previously stated, each business in the Group is responsible
for its own R&T resources and for driving innovation to meet
the needs of its customers and markets. The strengths of
businesses in specific areas, e.g. coatings science in Paints,
polymer chemistry in National Starch, and sensory science in
Quest, support the prime technology platforms of the ICI
Group, namely Biosciences, Chemistry and Catalysis, and
Materials. These platforms (or Megathemes) constitute a
portfolio of projects, which accelerate long-term technology
development for the Group, and avoid business duplication
while reducing individual business risk.

The distributed technology network draws on the considerable
expertise across the I1C! Group allowing new products/processes
to be developed and exploited more rapidly.
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Group authorisations and expenditure on fixed assets

Authorised Expenditure
1997 1998 1999 1997 1998

£m £m £m £m £m £m
Tangible fixed assets
United Kingdom 93 99 99 82 114 101
Continental Europe ag 50 74 26 46 56
Americas 165 124 127 79 146 123
Asia Pacific (in¢. India and Pakistan) 108 45 56 131 81 37
Qther countries 10 2 4 2 4 2
Total - Continuing operations 412" 320 360 320 391 319
Discontinued operations 29 200 (26) 397 163 2]

Total

441 520 334 717 554 410

Total autherised but unspent at end of year an 277 2

* includes £113m unspent balance transferred in with Speciatty Chemicals acquisition

The SVP R&T is supported by a Group Technology Office,
whose role is to facilitate cross business interactions, aid
strategic research planning, co-ordinate corporately funded
programmes and identify external technology opportunities.

There are two corporately sponsored programmes comprising:
Business Link for cross-business technology development, and
Strategic Research for cross-business technology exploration
with academic partners. During the last year these
programmes have identified a number of business
opportunities, both for new product platforms and novel
process chemistry,

Key capabilities needed for the continuing businesses, for
example colloid science, polymers science and particle
engineering, have been consolidated into a centrally funded
group based at Wilton.

Staff with appropriate expertise have been transferred from ICI
Technology to Eutech Engineering Solutions Ltd, to develop
the asset management and operations improvement
capabilities of this wholly owned subsidiary.

Although experiencing a reduction in a demand for its services,
in line with the downturn in manufacturing industry in the UK,
Eutech has maintained its portfolio of business with new
accounts, which represents 20% of total turnover, with
continued growth in the pharmaceuticals sector. External sales
now account for 75% of total turnover.

Description of property

IC! owns and operates production, marketing and research and
development facilities worldwide. The individual Business
descriptions on the preceding pages provide details of these
facilities.

Substantially all of ICI's properties are held in fee, free of material
encumbrances, and ICl believes such properties are adequate
for their purposes and suitably utilised according to the
individual nature and requirements of the relevant properties.

Capital expenditure

The table above summarises ICI's authorisations and
expenditure on tangible fixed assets in the three years to
31 December 1999,

Authorisations for capital expenditure by continuing businesses

totalled £360m in 1999. Expenditure by continuing businesses
of £319m mainty related to minor projects with individual values
of less than £5m each that totalled £282m. The expenditure on
fixed capital was much lower than last year reflecting the
reduced capital intensity of the Core businesses.

Safety, health and environment (SHE)

The Group attaches the greatest importance to the safety and
health of its employees, to reducing any adverse environmental
impact of its activities year-on-year and to developing products
and services with improved environmental features.

Expenditure on safety, health and environmental improvement
in 1999 is estimated at over £130m of which about 50% was
spent on the environment.

Most aspects of the Group’s business are subject to laws
relating to SHE. The scope and severity of such laws vary
across the different businesses and according to the
jurisdiction concerned. The vartous manufacturing processes
which are operated require consents and licences as well as
emission permits.

IC1 requires full compliance by its businesses with all reievant
SHE laws and regulations in each jurisdiction in which it operates.
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The Group’s policy is to improve its safety, health and
environmental performance continuously and to have in place
quantitative measures to monitor progress. For these reasons
in 1995 the Group published a set of targets to be achieved by
the end of the year 2000 for improvements in safety, health and
environment. The latter includes halving the Group’s
environmental burden in four specific categories and a
commitment to improve energy efficiency per tonne of
production by 10% of the 1995 base level between 1995 and
the end of the year 2000.

Progress during 1899 was in line with plans to meet these
targets by the end of the year 2000. Detailed results are
published on the 1C! website and & summary in the
Annua!l Review.

The main process by which ICI manages SHE issues and
seeks to meet its objectives is the Responsible Care
Management System (RCMS). This sets out clear standards
along with guidelines, training, auditing and procedures for
reviewing and reporting performance, aft of which are essentiaf
to continuous improvement. The system covers operations on
site as well as product stewardship and community relations.

RCMS has been independently verified as complying with the
US and UK Responsible Care Codes, the certifiable
international standard for environmental management systems,
SO 14001 and the ICC {Internationa! Chamber of Commerce)
Business Charter for Sustainable Development.

The Group works to manage and minimise the risks associated
with the condition of its sites and has developed further
procedures to enable the ranking of priorities for management
attention. The Group is actively engaged in research aimed at
more cost effective environmental remediation technologies,
some of which is being done in collaboration with other
companies and academic institutes.

There is a growing pressure from legislators, customers and
the general pubiic to reduce the environmental and health
impacts of products throughout their life-cycle. ICI is
responding to this by ensuring that each Business has a
“Product Stewardship” programme in place. This voluntary
programme embraces, through best business practices,
product regulatory requirements, societal pressures, reducing
the risk of harm to people and the environment, and it provides
the rejevant information to enable correct use and disposal

of products.

Anticipating external pressures and concerns and providing
speedy, innovative solutions with lower environmental impact is
becoming a key aspect of sustaining competitive advantage.
ICI recognises these pressures and is responding with the
introduction of new processes, products and even services
which maximise the efficiency of use of raw materials and
wtilities and minimise adverse environmental effects. -
Processes are in place for reguiar reviews of environmental
liabilities, and provisions were established by 31 December
1999 in accordance with the accounting policy described on
page 47 to the Group financial statements. Although there can
be no assurance, management believes that, within the
existing legislative framework and taking account of the
provisions already established, the cost of addressing currently
identified environmental obligations {as the Group currently
views these obligations) is unlikely to have a rmaterial adverse
effect on the Group's financial position or results of operations.
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OPERATING AND FINANCIAL REVIEW
Economic background

The Market

World economic growth picked up in 1999 to 2.5% from 1.8%
in 1998. Strong growth continued in North America at 3.7%,
recession was avoided in the UK where growth reached 1.8%,
and the Western European economy recovered through the
year to record 2.0% growth. There was also a sharp rebound in
Agia Pacific (excluding Japan} which saw growth of 5.7%, and
some pick up in Japan. In other developing markets, including
Latin America and Eastern Europe, market conditions were
more subdued and showed no clear direction.

Consumer expenditure was again very strong in the US and
the UK and rose 5% and 4.4% respectively, fuelled by low
unemployment, strong equity and property markets and low
savings rates. By comparison, consumers’ expenditure was
refatively subdued in Western Europe, where it rose by 2.4%
and where unemployment has remained high, and in Japan
where it increased by 1.7%.

Infiation continued to be very low in all major markets,
averaging 2% across the OECD area, despite a strong upward
trend in oil and industrial commodity prices.

Outlook

World GDP is forecast to grow by 3% to 3.5% in 2000, with all
QECD areas and Asia Pacific contributing positively. Following
rises in short-term interest rates in 1999, it is expected that
growth will slow somewhat jn the US and UK, but the impact
of this on world activity is expected to be offset by strong
growth in Western Europe and Asia Pacific, excluding Japan,
Recovery in Japan is expected to continue with growth of
around 2%. Growth in the developing markets of APAC is
expected to average 6% in 2000, similar to 1999 but not
matching the rates achieved in the mid-1990's.

Forecasts of consumer expenditure growth in North America
and Western Europe are positive at 3% and 2.8% respectively.
Inflation may edge up thraugh the year under the combined
pressure of strong demand growth and rising oil and
commoadity prices. Increases in interest rates by central banks
to head off this pressure are likely to result in some slowing in
consumers' expenditure growth through the year,

Group review

1999 was a much better year for IC], following a difficult 1938.
In our Gore businesses, Specialty Products increased profits

with a strong second half after a slow start and Paints had a

much stronger year. Losses in what remains of our Industrial
Chemicals business reduced slightly, as market conditions
were generally better, in the second half, though the strength of
sterling continued to adversely affect the competitiveness of
UK based products.

Group sales were £8,449m (1998 £9,286m; 1997 £11,062m),
down £837m from 1998 principally due to the divestment
programme. Reported sales in our Core businesses were up
2.5%, with the second half of the year being much sfronger
than the first.

Group profit before tax, goodwill amartisation and exceptional
items was £376m, 17% up on 1998 (1998 £321m; 1997 £385m)
Trading profits in Core operations increased by 8% with most
of the improvement coming in the second half of the year.
Losses in Industrial Chemicals reduced to £73m (1998 loss
£76m; 1997 loss £43m), Trading profits were reduced by £89m
due to the effect of the divestment programme.

Specialty Products delivered profits of £423m (1998 £397m;
1997 £215m), with record results in Nationa) Starch and
Quest. Profits in Paints were £159m (1998 £143m; 1997
£160rm), up £16m (11%) on 1998. On a comparabile basis
profits were up by 15%.

There was good profit growth in Asia across all the Core
businesses and the profit recovery in decorative paints North
America continued. Profits generally improved in North
America and Europe whilst profits were lower in Latin America
due to the devaluation of Brazil's currency, though husiness
performance there generally held up well considering the
difficulties.

Trading margins again improved, with Specialty Products
margins at 12.2% (up from 11.9% in 1998) and Paints margins
at 7.3% (up from 6.6% in 1998).

In Industrial Chemicals the improvement in the market for PTA
in the second half heiped reduce iosses in Pakistan. Chior-
Chemicals experienced weak markets, with falling caustic soda
prices, but the business benefited from restructuring and
improved manufacturing programmes. The market for ‘Klea’
improved and results in this business strengthened.
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Associates

Income from associates and other investments was £32m
cormnprising trading profit of £61m less interest of £29m (1998
£3m; 1997 £16m). The significant increase over 1988 primarily
resulted from six meonths’ resulis from the 30% shareholding
ICI retained in Huntsman [CI Holdings LLC following the sale of
Polyurethanes, Tioxide and selected Petrochemicals
businesses to that company on 30 June 1989. Profits in
Phillips-Imperial Petroleum were higher, benefiting from stock
holding gains from rising oil prices.

Interest

The interest charge of £262m {excluding exceptionals) was
£70m lower than the previous year (1998 £332m; 1997 £251mj).
The movement in interest costs arose principally from the
lowering of Group debt due to the divestment programme. The
Group incurred an exceptional interest cost of £64m in the year
arising frorn the termination of long-term hedges, which were
no longer required following the Huntsman sale.

Taxafion

The taxation charge on profit before exceptional items and
goodwill amortisation represents an effective rate of 26%
unchanged from 1998 (1997 25%).

Exceptional items

The exceptional items charged at the trading profit level in
1999 amounted to £98m comprising £52m cash; £46m asset
write-offs (1998 £223m; 1997 £143m). These projects have an
expected payback of around three years. The charge
comprises: £32m for restructuring in Paints within the
Eurcpean trade business, £37m for adhesives manufacturing
rationalisation in National Starch, £14m for food supply chain
rationalisation in Quest and £15m to continue the
rationalisation programmes in Chlor-Chemicals announced in
1997 and 1998 (see pages 75-77 for further details).

Disposals

The Group’s divestment programme made substantial progress
in 1999. The Group reported a pre-tax gain on sale of
operations of £368m (1898 £89m; 1997 £432m). This includes
profits of £100m on the sale of Polyurethanes, Tioxide and
selected Petrochemicals businesses to Huntsman on 30 Juneg
1998. A pre-tax gain of £43m was made on the sale of the
Acrylics business to Ineos effective 1 October 1999. Other
sales in the year included Autocolor for £425m with a pre-tax
gain of £173m, the Fluoropolymers business and the Asahi-ICI
Fluoropolymer joint venture,

RONA

The targeted growth in the market value of the Group and its
constituent businesses is used to set targets for both growth
and return on net assets (RONA). RONA has the advantage
that it can readily be used at the local and regional level to
track improvements. During 1999 the Group’s overall RONA
increased by 1.5% to 13.4%. The Core portfolio of Specialty
Products and Paints delivered a 20.2% RONA, up 1.1% on
last year.

Earnings and dividends

Profits after taxation and minority interests, but before goodwill
amortisation and exceptional items amounted to £267m (1998
£244m; 1997 £240m), up on 1998 by 9%. Profits attributable
o minorities were £10m compared to attributable losses of
£8m in 1998.

Earnings per share before goodwill and exceptional items were
37.0p compared to 33.7p in 1998. Earnings per share after
goodwill and exceptionals were 35.0p compared to 11.5p in
1998. The Board has decided to recommend a final dividend of
19.5p. This together with the interim dividend of 12.5p
represents an unchanged dividend of 32.0p for the year.

Shareholders’ funds

At the beginning of the year shareholders’ funds stood at
£149m. These were increased by retained profit net of
dividends of £19m and goodwill adjustments of £79m
representing goodwill that had previously been written-off

1o reserves, but reflected in the divestment effect of the
Polyurethanes, Acrylics and Autocolor businesses in the profit
and loss account. Translation losses were a net charge to
reserves of £4m. After reflecting £E1m from shares issued under
employee share schemes, shareholders’ funds stood at £244m.
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Treasury policies

The Group’s Treasury seeks to reduce or eliminate financial
risk, to ensure sufficient liquidity is available to meet
foreseeable needs and to invest cash assets safely and
profitably. It operates within palicies and procedures approved
by the Board, which include strict controls on the use of
financial instruments in managing the Group’s risk. The Group
does not undertake any trading activity in financial instruments.
The Group reviews the credit quality of counterparties and
limits individual aggregate credit exposures accordingly.

Financing and interest rate risk
At 31 December 1999, the Group’s net debt was £2,347m
(1998 £4,177m; 1997 £3,771m).

The Group’s on-going policy is to finance the Group mainly
through a mixture of retained earnings, long-term loans,
medium-term notes, commercial paper and bank debt. The
Group's long-term loans are primarily raised centrally by Group
finance companies and on-lent to operating subsidiarias on
commercial terms. The Group borrows in the major global debt
markets in a range of currencies at both fixed and floating
rates of interest, and uses derivatives 1o generate the desired
currency and interest rate profile of borrowings.

The Group’s exposure to interest rate fluctuations on its
borrowings is managed through the use of interest rate swaps,
interest rate options (caps) and forward rate agreements. The
Group’s policy is to maintain approximately 50% of its long-
term borrowings at fixed rates for periods of up to 5 years. The
remaining debt is held at a floating rate and protected from
major fluctuations in short-term interest rates using interest
rate caps. Note 21 shows the overall interest rate structure of
the Group’s borrowings at the end of 1999.

The Group's borrowings (after swaps and forward contracts)
are denominated mainly in US dollars and European
currencies, including sterling. Details of the currency mix of
borrowings are shown in note 21. The currency disposition of
the borrowings is used as a partial, long-term hedge of the
cash flows arising from investments overseas and as a hedge
against future business disposal proceeds. In addition, it takes
into account the availability and costs of funds, and the
sensitivity of Group gearing and earnings ratios to exchange
rate movements.

The maturity of borrowings is shown in note 21. The Group’s
objective in determining borrowing maturity is to ensure a
balance between flexibility and the continuing availability of
funds. As such, it funds in a mix of iong-term and short-term
maturity debt (particularly in the commercial paper markets).

To ensure continuing availability of funds, the Group has
substantial committed facilities of £1.9bn with a weighted
average life of 2 years and which provide back stopping for the
short-term borrowings as well as flexibility for future unknown
cash flows.

Funding policy is aimed to produce a reasonably even maturity
profile of debt up to around 10 years. Specific funding
circumnstances during the year have resulted in a current
maximum maturity of around 8 years.

Treasury policy is to try to maintain current headroom, defined
as cormmitted bank facilities less debt maturing within the next
12 months, at over £1bn.

Foreign currency risk

The majority of the Group’s net assets are in currencies
other than sterling with the result that the Group’s sterling
balance sheet can be significantly affected by currency
movements. The Group partially hedges this effect by
borrowing in currencies other than sterling. The Group

does not hedge translation exposures other than by passive
use of currency borrowings.

The Group requires its subsidiaries to hedge their material
transaction exposures (sales and purchases in currencies other
than their functional currency) fully using forward contracts.
The majority of this hedging is carried out by Group Treasury.

The Group selectively hedges its anticipated future trading
cashflows up to 12 maonths ahead using forward contracts and
purchased currency options. The Group’s profit before tax Is
adversely affected by sterling strength due to both translation
exposure and the exporting of goods. The adverse impact on
the trading resuits of the continuing operations of a 5%
strengthening in steriing is approximately:

£m
Against US dollar 20
Against European currencies 20

The effect of exporting goods from UK operations which trade
in cyclical markets has reduced during the year, and should
continue to reduce as the Group’s restructuring continues,
leaving primarily a translation currency exposure, mainly to the
US dollar. As such, the level of cover for anticipated cash flows
at the end of 1999 is relatively low.

Liquidity and investments

At 31 December 1339 the Group had at its disposal £1.9bn
equivalent of committed credit facilities with varying maturities
up to the year 2004.
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Counterparty credit risk

The Group’s counterparty credit risks arise mainly from non-
central operating cash held on short-term bank deposit, the
mark to market effect of swaps and counterparty risk arising
from the liquidity of the Group's captive insurance company.

The Group considers the risk of material loss in the event of
non-performance by a financial counterparty to be unlikely.

YEAR 2000

The Group’s Year 2000 Project, which started in 1995, is now
effectively complete. It was a comprehensive programme
designed to ensure that ICl's operations and relationships with
its business partners were not adversely affected by problems
resulting from computer programmes and equipment being
unable to distinguish between the year 1800 and the year
2000. Indications to date are that the work was successful.

Responsibilities
Project teams addressed all aspects of Year 2000 issues
including potential Year 2000 failures relating to:

+ business critical information systems
» the informaticn technology infrastructure

» manufacturing areas including control systems and building
systems, and

» the external supply chain

Contingency plans relating to any other residual risks including,
in particular, those that couid have SHE (Safety, Health and
Environment) or significant financial conseguences were also
considered.

The Project covered more than 400 sites in over 35 countries.
There was a small central team which acted as a centre of
expertise 1o support the efforts of the business-based teams,
to ensure consistency of approach, to share information, and
report progress to the Executive Management Tearn and the
Audit Committee of the Board. Where appropriate, external
consultants and suppliers were also engaged to review
progress, manage risk and provide external benchmarking.
Progress was reviewed quarterly by the Audit Committee of the
Board as well as by the Executive Management Team. in
addition, the Group’s internal auditors periodically reviewed the
Project status and progress.

Operations within ICl have been unaffected by the century date
change. The situation continues to be monitored ir case any
related event should arise but actions taken ahead of the date
change seem to have ensured that Businesses have continued
to operate without interruption.

Costs

Year 2000 expenditure was funded from cash flow from the
Group's operations and costs to meet Year 2000 readiness did
not have a material adverse effect on the Group’s financial
position, results or liquidity.

The costs of the Year 2000 Project have been expensed as
incurred, with the excepticn of capitalisable expenditure.
Management estimates that the total costs for Year 2000
projects in respect of continuing operations is in the order of
£120m which includes any expenditure associated with Year
2000 contingency measures. Less than 3% of the expenditure
is outstanding. Internal staff costs have not been included, for
example, where Year 2000 issues form only a part of the staff’s
activity. The costs of accelerating investment decisions, such
as the introduction of packaged software for commercial

reasons have not been included in the costs, although the
millennium-driven upgrade costs of these systems, where not
covered by maintenance contracts, have been included.

Risk management and contingency planning

IC! is unable to determine at this time whether future
consequences of any Year 2000 failure may have a material
impact on ICI's results of operations, liquidity or financial
position. However, to date ICI is not aware of any such failures
and believes that the compiletion of the Year 2000 Project has
reduced the possibility that significant interruptions to normal
operations will arise. However, due to the general uncertainty
inherent in the Year 2000 problem, including the readiness of
the external supply chain, there may yet be an interruption in,
or a failure of, certain normal business activities or operations
due to a Year 2000 problem, which may not yet have been
detected . There may also be legal risks associated with
discontinued products, divested businesses, or the very few
products that have ever contained date dependent devices.

Readers are cautioned that forward-looking statements
contained in this Year 2000 disclosure should be read in
conjunction with ICI's disclosures under the heading
“Cautionary Statement for the Purposes of the ‘Safe Harbor'
Provisions of the Private Securities Litigation Reform Act of
1995" on page 2.

Euro

On 1 January 1999, phase 3A of Economic and Monetary
Union {(“*EMU") in Europe bagan. Eleven Member States (fhe
“participating countries”) of the European Union ("EL™}
adopted the euro as their local currency. The participating
countries do not include the United Kingdom where ICl is
headquartered.

The UK government has stated that the UK will not participate -
in EMU at this stage. It is still not clear whether or on what
terms the UK would be permitted to participate at some later
date. The current policy of the UK government is that any
decision to join EMU will only be taken after a national
referendum and, in any event, not before 2002. It is not
possible to predict whether the UK will participate in EMU nor
is it possible to predict the rate of exchange between the
pound sterling and the euro.

The euro is initially available only for currency trading and
noncash transactions. 1t will not appear as bills and coins until
at least 1 January 2002. In the interim, the existing local
(“legacy”) currencies of the participating countries will remain
legal tender, although technically these will circulate as
expressions or denominations of the euro. During the three
year transition period, in some of ICI's businesses, it may be
desirable that product price lists are available in both legacy
currency and euro so as to assist trading partners in
determining their preferred choice of transaction currency.
However, internally, for business units located in participating
countries, the Group anticipates that it will not have to set
pay scales and pay its wages and salaries in euros before

1 January 2002,

The Group established a cross-functional team in September
1996 to analyse the whole range of business implications of
trading with and trading in the new post EMU economic
environment. The team comprised senior management from
key corporate functions and representatives of all of the
Group's internaticnal businesses. Each of those international
businesses has in turn set up local teams to address issues
and develop business specific strategies to handle the euro.
Plans to convert to a euro operating environment are

being advanced by those of the Group's business units

and subsidiary companies located or operating in the
participating countries.
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These plans include an analysis of both the threats and
opportunities created by the introduction of the eurc.

The Group decided that the appropriate strategy for trading
with suppliers and customers was to facilitate the use of the
euro from 1 January 1999. The Group also decided that it will,
for the time being, continue to report its results in sterling and
will keep under review the case for any redenomination of its
share capital or the need to revisit its reporting currency. The
Company will continue to monitor customer and competitor
reaction to the eurc and will update its strategy as needed.

L "1

The total costs for the Group associated with the transition to
the euro, which are being expensed as incurred, are estimated
at £15m; most of this is being invested in the relevant IT system
upgrades to accommaodate euro functionality. Although the
introduction of the euro eliminates exchange rate risks between
the legacy currencies of participating countries, while the UK
remains outside of EMU, coupled with the fact that ICl continues
to have a need to repatriate monies to pay the dividend, it
remains exposed to potential foreign exchange fluctuations
which will occur between the euro and sterling. There are other
areas where the Group has identified cost saving opportunities,
but none of these are able to be accurately quantified in advance
and it is not likely that any will be material.

L4
!

3

[

it has been asserted by some commentators that it may be
difficult for companies to maintain pricing differentials between
the national markets of participating countries and as a result .
companies may be compelled to lower prices in markets where
their products are currently accepted at higher prices, causing a
negative effect upon results. The Group analysed this expected
phenomenon prior to the introduction of the eurc and has
concluded that the net effect of being a purchaser of commodity
services and raw materiais but a seller of branded or value
priced differentiated products is likely, on balance, to be positive.
The Group further believes that the benefits would increase if
the UK were to join EMU at an appropriate exchange rate.

Cash flow

Cash inflow from the Group’s operating activities was lower at
£582m (1998 £856m) with the smalier number of businesses
now in the Group. The expenditure on fixed capital was much
lower than last year at £356m (1998 £520m), reflecting the
reduced capital intensity of the Core businesses.

Net disposals amounted to £2,040m, comprising £2,359m
gross disposal proceeds less expenditure against disposal
provisions of £319m. Disposals included £1.2bn from the sale
of the Pelyurethanes, Tioxide and selected Petrochemicals
businesses, £0.4bn from the Autocolor business, and £0.5bn
from the Acrylics business.

Cash inflow before the use of liquid resources was £1,654m
(1998 £419m outflow).

o
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Quantitative disclosure of market risk

The analysis below presents the sensitivity of the market, or
fair vaive of the Group’s financial instruments to selected
changes in market rates and prices. The range of changes
chosen reflects the Group's view of changes that are
reascnably possible over a one year period. Fair values are
quoted values or, where these are not available, those values
obtained by discounting cash flows at market rates or using
option valuation models. The fair vaiues for interest rate risk
are calculated by using a standard zero coupon discounted
cash flow pricing model.

For long-term debt, a favourable change in fair value results in
a decline in the absolute value of debt. For other financial
instruments, a favourable change in fair value results in an
increase in fair value,

Interest rate risk

The sensitivity analysis assumes an instantaneous 1% (100
basis points) move in interest rates of all currencies from their
levels at 31 December 1999, with all other variables held
constant.

Fair value Fair value change
31 December +1% -1%
1988 1999 movementin  movement in
interest rates  interest rates
£m £m £m em
Long-term debt (3,605) (2,914) 72 (72}
Currency swaps 4 63 - -
Interest rate swaps (32) 5 - -
Interest rate caps (17 8 30 6)

The movement in fair value of debt and instruments hedging
debt will not result in any immediate change to the Group's
financial statements since fair values are not recognised on the
Group balance sheet. An increase in short-term interest rates
of all currencies of 1% would increase Group net interest
payable for the year by £18m. interest rate caps are in place to
protect the Group from major fluctuations in interest rates.
These are layered so that expiry dates range from end-2000

to mid-2002.

Foreign currency risk

The sensitivity analysis assumes an instantaneous 10% change
in foreign currency exchange rates against sterling from their
levels at 31 December 1999, with all other variables (including
interest rates and currency option volatility) held constant. The
+10% case assumes a 10% strengthening of sterling versus all
other currencies and the -10% a weakening of sterling.

Fair value Fair value change
31 Descember +10% -10%
1998 1999 movement movement
in foreign in foreign
exchange exchange
rate rate
£m £m £m £m
| ong-term debt {3.605; {2,914) 180 {198}
Currency swaps (4 B3 40 (43)
Forward contracts
hedging debt 6 (53] (16} 7
hedging working
capital 1 1
hedging short-term
deposits 1 - - -

hedging anticipated

The currency mix of debt is held 11% in sterling, 58% in
US dollars, 22% in euro and euro related currencies, 8% in yen
and 1% other.

Market value changes from movements in currency rates in
long-term debt, currency swaps and forward contracts hedging
debt are taken through the Group's statement of total
recognised gains and losses in accordance with SSAP20.

Market value changes due to exchange movements in forward
contracts hedging working capital are recognised in trading
profit immediately, but are offset by gains/losses on the
working capital they are hedging.




26 ICl Annual report and accounts and Form 20-F 1939

SN

Operating and financial review

US GAAP results

Under US GAAR, net income in 1999 was £53m (1998 £44m loss) cormnpared with net income of £252m (1998 £83m) under UK GAAPR.

Under US GAAP, shareholders’ equity at 31 December 1999 was £3,373m and at 31 December 1998 was £3,557m compared to £244m

and £149m respectively under UK GAAP. These differences primarily result from the differing accounting treatment of purchase accounting
adjustments {including in the years prior to 1398 amortisation and write-off of goodwill), disposal accounting, capitalisation of interest, pensions,
foreign exchange, deferred tax and restructuring costs.

-

v

Summary US GAAP information

The financial statements of the ICI Group are prepared in accordance with UK GAAP. UK GAAP differs in certain respects from

US GAAP. Net income of continuing and discontinued operations and shareholders’ equity calculated in accordance with US GAAP
are set out below. Note 43 to the Group financial statements describes the significant differences between UK GAAP and US GAAP
affecting the ICI Group's net income and shareholders” equity for the three years ended 31 December 1999.

1999 1998 1997 1996 1995 -
£m £rm £m £m £m
Net income (loss} )
Continuing operations 13 (29) (270) 277 264
Discontinued operations 40 (15) 411 59 109
Net income 53 44) 141 336 373
Basic and diluted earnings {loss} per Ordinary Share
Continuing operations 1.8p {4.0p 37.1)p 38.2p 36.5p
Discontinued operations 5.5p _(2p 56.5p 8.1p 15.0p
Net earnings per share 7.3p 6.1)p 19.4p 46.3p 51.5p
£m £m £m £m £m -
Shareholders’ equity 3,373 3,557 4,098 4,162 4,338
Dividend

Dividends paid {including the related UK tax credit) on each ADS translated into US dollars at the rates of exchange on the respective
dividend payment dates (or, in the case of the second interim dividend for the year 1999 to be paid on 25 April 2000 the rate on
3 February 2000}, were:

1999 1998 1997 1996 1995

$ per ADS $ per ADS $ per ADS $ per ADS $ per ADS

Dividend declared per ADS (each representing four Ordinary Shares) 2.08 212 212 253 2.30
Dividend paid per ADS {each representing four Ordinary Shares) 2.07 214 2.53 2.37 2.28

Ratio of earnings to fixed charges - Continuing operations

For the purpose of computing this ratio, earnings consist of the income from Continuing operations before taxation of Group companies and
income received from companies owned 50% or less, plus fixed charges excluding capitalised interest. Fixed charges consist of interest
(including capitalised interest) on all indebtedness, amortisation of debt discount and expense and that portion of rental expense representative
of the interest factor.

1999 1998 1997 1996 1995 -
Ratio of earnings to fixed charges
For the Group (under UK GAAP) 1.4 0.7 0.9 141 1.4
For the Group with estimated material adjustments
to accord with US GAAP 13 05 - 28 3.9

i
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Continuing operations
Specialty Products

National Starch

National Starch had another record year in 1999, Sales of
£1,792m and trading profit of £248m exceeded prior year {1998
sales £1,646m, profit £231m) levels mainly due to the impact of
key acquisitions (Acheson Industries, Dongsung Industries,
Mydrin AG and BASF’s acrylic solution pressure sensitive
adhesive polymer business in Europe). Excluding the effect of
acquisitions, underlying sales and profits were both up about
294 Overall results reflected strong performances in Asia Pacific
and Latin America for both the Adhesives and Starch Divisions,
improving results at Ablestik and Elotex after a poor start, a
recovery at Emerson & Cuming and an excellent performance
by Dongsung, the Business’s latest acquisition. These gains
were offset by weakness in two main business segments, us
Parsonal Care and US and European Industrial Starch for
papermaking. During 1999, management continued its focus on
reducing working capital and controlling capital spending.

The Adhesives business achieved strong growth in operating
earnings, helped by the acquisition of the Dongsung shoe
adhesive business in Asia Pacific. Profits increased over 1928
before the contribution from acquisitions. The geographical
diversity of the business again produced a robust earnings
performance and the business remains highly cash generative.
Regional performance was mixed; profits in North America
were above those of 1998 on sales growth of 4%. The
business saw solid performance in core converting markets,
non wovens and the higher added value building components
segments. In Europe profits were slightly ahead of those of the
prior year after elimination of restructuring costs associated
with the closure of the Obertshausen facility in Germany. Sales
growth in the second half was much stronger than the first.
Asia Pacific posted a 14% growth in earnings, excluding the
positive impact of the Dongsung acquisition with headiine
earnings growing some 87%. The acquisition of the Dongsung
business has provided an entry into a fast growing segment of
the industry. Latin America more than doubled its earnings with
strong growth in Mexico, Brazil and Chile. Significant progress
has been made in improving margins in the business.

The Electronic and Engineering Material {(EEM) business had a
challenging year although reported sales and trading profit
exceeded 1998. This business contributes approximately one
quarter of National Starch’s global trading profit and cash flow.
After making three significant acquisitions in 1997 and 1998,
1999 was focused on achieving the goals and synergies set for
these businesses as well as developing a clear market focus
for each of the six units. Good progress was made in these

#

areas though underlying profit was lower than expected. The
results improved, however, during the year with the second half
stronger than the first. The technological phase out of several
large pieces of business at Acheson and Ablestik and
continued slow growth in Asia held back 1999 sales. The
Division has benefited from lower procurement costs resulting
from Group wide purchasing initiatives and a continued
reduction in fixed costs. Within the rest of the EEM portfolio
Emerson & Cuming, Tra-Con and EMCA-REMEX all enjoyed
good year with sales and profit growth. -

The Specialty Synthetic Polymers business reported a decline
in both sales and trading profit in 1999. While the US Industrial
Specialties business continued its strong growth trend, and
pan-Atlantic Elotex Powders business further improved
profitability, sales and profits in the US Personal Care business
declined. Rising raw material costs aiso impacted the US and
European Emulsion businesses. Latin America built on its
strong 1998 performance with further sales growth particutarly
in Personal Care in Mexico. Asia Pacific picked up momentum
throughout the year with the Japanese business showing
steadily improving resuits and the new Emulsion Reactor in
China delivering sales in the second half of the year.

The Starch business overall reported modest gains in trading
profit this year, while sales were down slightly due to
weaknesses within the industrial markets in North America and
Europe. The weaker performance in the industrial markets
masks the very good performance in Food Starch, where sales
and trading profit were ahead of last year across all regions
despite a disappointing first quarter. in North America, the food
business benefited from new product sales and lower costs.
Resuits of the industrial business were down due to the
weakness in the paper industry. In Europe, the food business
continued to progress, but declines in the industrial markets
hampered overall growth. In Asia Pacific, sales and trading
profit of tapioca-based food and industrial products continued
at a record pace bolstered by strong demand, lower tapioca
costs and production efficiencies. Latin America operations
had a strong year due to sales and trading profit growth in
Mexico and a recovery in Brazil from growth in sales and

cost efficiencies.
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Quest

Trading profit for 1999 of £92m was the best in the history of
Quest. The underlying increase, at constant translation rates,
was 18%. This was achieved on sales that were 5% higher on
a comparable basis. Both the Fragrance and Food Divisions
contributed to the increased profitability and strengthened their
competitive position. Trading profit margins approached 14%
from 13% in 1998.

The Fragrance Division sales increased despite the strength of
sterfing and economic problems in Brazil. Growth in sales
came predominantly from a number of significant new
contracts within the fine fragrances, cosmetics and toiletries
and household segments. Fragrance division sales were ahead
in Europe and North America and recovered strongly in Asia
but were below the prior year in South America. Fragrance
margins benefited from a more favourable product mix and
effective cost managernent. The division continued to invest in
the development of new customer cpportunities, Overall,
margins were well ahead of the previous year.

The Food Division had another record year and increased
trading profit substantially, mainly through higher margins. The
overall increase in sales was almost 5%. Sales grew in Europe
and North America, and were especially strong in Asia Pacific
in the fourth quarter. Sales in Asia Pacific were helped by the
improved economic climate in the region. Both food
ingredients and flavours succeeded in increasing their
profitability strongly and trading margins were well up on last
year. Significant progress was made in the winning of new
business with the major food industry players and the portfolio
of in-house projects for future developments within this
segment was strengthened.

Industrial Specialties

1999 was the first full year of trading for the Industrial
Specialties group in its reshaped form as a federation of three
main businesses: Unigema, Synetix and Crosfield. Trading
profits were little changed (1999 £83m, 1998 £84m), on lower
sales (1999 £889m, 1998 £1,027m). On an underlying basis
(alfowing for exchange and the impact of divestment) profits
were up 8% on sales down 1%.

Unigema

The new Unigema business was launched on 1 January 1999.
Trading profit was ahead of 1988 despite lower turnover, which
was particularly affected by sluggish demand for process
intermediates in Europe during the first half of the year. Trading
margins however improved during the year through a
combination of enhanced portfolic mix directed towards
specialty market sectors and strong control of costs.

Demand for process intermediates remained robust in the USA
throughout the year and volumes in Europe and Asia picked up
markedly in the second half of the year, Overall turnover in
olecchemical intermediates was lower than in 1998 due to
volume effects in Europe and the tracking down of prices in
response to lower raw material costs.

The integration of Mona Industries Inc helped boost sales

growth of specialty products in the personal care sector,
particularly in America. The rollout of Mona products to cther  ~
geographical regions is also underway.

Specialty polymers and compressor lubricants showed good
year on year growth offset, in part, by reduced demand for
industrial surfactants in the cieaning markets and lubricants in
the automotive sector.

Synetix

Year on year trading profits were maintained despite :
particularly difficult trading conditions, primarily in the ammonia
and methanol markets which caused customers to cancel or
postpone plant shutdowns and catalyst changeouts. These
conditions were offset in part by new business in the refinery,
inks and chemicals markets. The refinery performance was
helped by the successful acquisition of the Dytec catalyst
business of J & J Dyson plc in July 1999.

Crosfield

Sales were flat in 1999, with deciines in silicate and zeolite
revenues being offset by increased sales of silicas. Cverall
profits were in line with 1998,

The restructuring plan agreed in 1998 has been largely
impiemented in 1999 and the fuli benefits in profitabiiity are
expected to be achieved by the end of 2001.

Other Specialty Businesses

Security Systems continued to perform with a strong
performance in Europe in particular. Growth is being seen in
new products, particularly ‘Octopus’ which was launched in
the third quarter of 1999,

An agreement to divest the UK ethoxylation plant and the
associated businesses was signed at the end of 1998 and
completed in January 1998,

Saffil, a specialty ceramic fibres business, was divested in July
1999 as part of an exchange deal for the J & J Dyson Dytec
catalyst business.

.
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Paints

1999 was a year of significant progress for ICI Paints. Trading
profit in 1999 of £1569m was 11% up on 1998. Turnover at
£9.5bn was 1% up on the previous year. Both turnover and
profits were impacted by the sale of the Automotive Refinish
business which was sold to PPG for a sum of £425m.
Underiying profits were 15% ahead in the year.

The largest contributory factor to the profit improvement was
the major turn-round,achieved in the North American
Decorative business. The European business performed
robustly ahead of the previous year, and in Asia the business
benefited from economic recovery in the region. These good
performances more than compensated for the short-fall in
Latin America caused by the economic turbulence and the
sharp devaluation of the Brazilian currency.

The turn-round in North America represents a significant
achievermnent, driven by the strengthened management team
put in place during 1998, Sales grew especially through
increased consurnier sales through the DIY/Home Gentre
channel. The restructuring programme put in place in 1998 has
yielded substantial benefits particularly in helping create a
more cost-effective supply chain, and working capital levels
have been reduced as part of the overall gains in efficiency.

in Europe, the business consolidated on its excellent progress
following the acquisition of the European Home improvements
business of Williams Plc in 1998. Bolstered by this, sales
increased over 1998, with record sales and profits reported in
Continental Europe. Benefits of the acquisition have been ahead
of expectations, with increased listings from major retailers for
the product portfolio of paint, woodcare, metalcare, fillers and
adhesives, and cost saving synergies achieved through
rationalisation of supply chain and administrative activities.

The Decorative business in Asia benefited from both economic
recovery in the region and management action, yielding a
faster than anticipated recovery. Sales growth of 14% reflects,
in part, gains in market share with seven out of eleven markets
showing double digit growth.

In Latin America, the business suffered from the adverse
economic backdrop. The economies of Brazil, Argentina and
Uruguay all experienced sharp recession. In Brazil this was
compounded by a 40% devaluation of the real against the
dollar, forcing up the price of imported raw materials, and
decreasing profits when translated back into sterling. Decorative
volume sales were ahead of 1998 levels, a creditable
achievernent in the circumstances, but measured in sterling,
sales fell by 14% and there was a negative impact on margins.

ﬂ

In the Packaging business, sales value grew through increased
market share, particularly in Europe and with a focused
management emphasis on the tight controt of fixed costs, profit
margins improved. Significant progress was made during 1999
on projects designed to enhance competitive capability. In
particular, the establishment of spray-liner capacity in Brazil has
enabled E)cal market share in this segment to rise significantly.

During the year, the Automotive Refinish business was sold to
PPG with the majority of the business transferting in July. At a
price of £425m this is equivalent to 1.7 times sales and an
EBIT multiple of 21,

Industrial Chemicals

The Industrial Chemicals segment comprises Halochemicals,
Petrochemicals and the Group's Regional Businesses. 1999
saw more disposals as ICl continued withdrawing from cyclical,
bulk-chemical operations. Losses in Industrial Chemicals
reduced slightly to £73m in generally difficult markets.

Halochemicals

Sales by Ongoing Businesses were 1% down on 1998. After
several years of price erosicn, a substantial improvement in
‘Klea’ 134a prices and volumes taok place during 1999 as
markets tightened but this was offset by the steady decline in
prices in Chlor-Chermnicals markets. Weak demand in chloratkali
markets resulted in the lowest overall unit prices experienced for
many years. The effect of this on margins was exacerbated by
the strength of sterling throughout the year. PVC sector prices
showed improvement towards the end of the year but caustic
soda and chlorine derivative prices remained depressed.

Manufacturing performance continued to improve throughout
1999, especially within Chior-Chemicals, with demand rather
than plant availability being the limiting factor for sales
volumes. ‘Klea® moved into profit during the year.

Cost management and praductivity improvement remained the
main priorities for improving performance. The restructuring
programmes announced in 1997 and 1998 delivered substantial
further benefits during 1989 and more savings are expected in 2000,

Three Businesses were divested during 1999. At the end of
November 1999 ICl completed the sale of its international
Fluoropalymers business to Asahi Glass Company, a PTFE
manufacturer in Japan. This followed the sale of ICF's 50%
sharehelding in Asahi ICl Fluoropolymers Ltd to the same
company in January 1999. In April, the trading subsidiary
Chance & Hunt was the subject of a management buyout,
backed by venture capital company Close Investment
Management Limited.
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Petrochemicals

Following the sale of most of the Petrochemicals business to
Huntsman at the end of June, the continuing Petrochemicals
business comprises principally the methanol business based
at Wilton.

Trading profit, which declined in 1998, continued to be under
pressure from tough market conditions in 1999. Methanol
prices fell in the second half of 1998 and early 1999 due to the
impact of oversupply into the market from new plants coming
on stream. Some plant closures in the US helped restore the
supply-demand balance and prices improved through 1999 but
the business was in loss for the year.

Regional Businesses

Pakistan

Trading profits were well ahead of 1998, Polyester fibre sales
grew strongly in 1999 and margins widened with an
improvement in the petrochemical chain. The soda ash market
was affected by a reduction in the levels of tariff protection and
by low cost imports, however business trading profits still
remained satisfactory. The other smaller businesses in ICi
Pakistan improved their profitability.

The world PTA market continued under severe pressure in the
first half of 1999, with the result that selling prices barely
covered variable costs. However, during the second half of
1899, there was a significant improvement in the world market
and gross margins increased. This coupled with a period of
sustained excellent production from the new PTA piant,
resulted in a significant reduction in the PTA trading loss.

india

Trading profits from the Regional Businesses in India increased
in 1999, while Rubber Chemicals’ profitability was severely
impacted by the decline in global prices. This was offset by
excellent profits from the Explosives Business. During the year
ICI India sold its Animal Health Business to Glaxc and the
controlling interest in its Explosives Business to Orica Ltd.

Argentina

Sales were below the 1998 level mainly due to the impact of
divested activities. The Wine Chemicals business made sales
well above 1998, due to the expanded plant, but profits were
lower due to selling price pressure. Sales from the sulpbur
related businesses were similar to 1998, but profits were down,
Overall profits were well below 1998 leveis reflecting lower
prices and further restructuring costs.

Discontinued operations

Sales in 1999 of £1,260m and trading profits of £97m reflected
a half years trading by the Polyurethanes, Tioxide and selected
Petrochemicals businesses, sold to HICI (*Huntsman ICI
Holdings LLC"}, nine months’ trading by the Acrylics business
sold to Ineos and eleven months' results of the international
Fluropolymers business sold to Asahi Glass Company. This
compares with a full year’s sales of £2,274m and trading profits
of £149m from thase operations for 1998 together with sales of
£191m and trading profit of £37m from other businesses
categorised as discontinued in 1998. These latter comprised
principally one month's contribution by the Polyester Film and
Explosives Businesses and the result for the whole of 1998
from the Teesside Utilities and Services Business.
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I 1998 Business Reviews market, the rest of the region fared well considering the
economic situation during the year. Latin American operations
Continuing Operations had an outstanding year due to strong sales and trading profit
I growth in Mexico.
Specialty Products
in the Starch businesses, trading profits increased strongly,
Mational Starch though sales were flat due mainly to a planned reduction in
I Trading profit for 1998 of £231m was another record for commodity products and to weakness in industrial markets. In
National Starch in a challenging marketplace. It was also the North America, the food business benefited mainly from new
20th consecutive year in which trading profits have increased, product sales {{Novation’, ‘Purity-LFS’, spraydried products})
The business continued to expand its global presence and and from lower corn costs. Results of the industrial business
I technology base through growth of the underlying business were poor due to the weakness in the paper industry. In
and several acquisitions. Sales for the year increased by 9%, Europe, the food business continued to progress, but set-
mainly from the benefit of acquisitions. Full year trading profits backs in the industrial markets hampered the overall growth. In
were up 12% on 1997, on a constant transiation basis; profits Asia Pacific, sales and trading profits of tapioca food and
I excluding the benefits of acquisitions were up 5%. Despite industrial products continued at a record pace. The business's
difficult trading conditions, particularly in Asia Pacific, all cost advantage from manufacturing in Thailand was helped by
divisions showed profit growth for the year. strong demand throughout the region, the weak baht and lower
tapioca costs.
I During the year some key acquisitions were completed which
positioned the Business's units well for continued growth. The Quest
largest, Acheson Industries which was acquired in May, isa Trading profit for 1998 of £82m was the best in the history of
global supplier of electronic materials/specialty ceatings and Quest. The underlying increase, at constant translation rates,
I process lubricants. Mydrin AGS in Germany, acquired in March, was 27%. Underlying sales growth was 5%. Both the
has expanded the Adhesives business in this key market. In the Fragrances and Flavours divisions contributed to the increased
latter part of the year, the acquisition of EnPac was completed: profitability and strengthened their competitive position in this
this company holds the licensed technology for the production first full year of IC| ownership. Trading profit margins increased
' of lower cost corn-based biodegradable foam. In October an to 13% (full year 1887 10%).
alliance was formed with Dongsung Industries in Korea to
manufacture and market adhesives for the fast growing athletic The Fragrance division had its best ever year. Reported sales
footwear industry, Several other smaller acquisitions were also increased only slightly due to the strength of sterling and the
completed and these increased the Businesas’s presence in Asian crisis. Fragrance division sales in Asia Pacific were some
Europe, Asla Pacific and Latin America. 20% below last year but this reduction was fully compensated
by growth in other regions, particularly North America. Growth
The Adhesives business reported mixed resuits, but finished in Fragrance division sales came predominantly from a number
the year with sales and profits both up, before the effect of of significant new contracts within the fine fragrances and
acquisitions and disposals, by about 2% in constant currency. household segments. Fragrance margins benefited from a
Results benefited from aggressive marketing programmes more favourable product mix and effective cost management.
directed towards larger custormers. Sales increased in all major The division continued to invest in the development of new
markets and trading profits rose from stronger gross margins customer opportunities. Cverall, trading margins were well
and good cost controk. In Europe the results of the underlying ahead of the previous year.
business were disappointing due in part to the negative impact
of the Russian crisis on business in Central and Eastern The Food Division had a record year and increased trading profit
Europe. In Asia Pacific the results in the emerging markets substantially which was delivered through higher margins and
were encouraging, especially during the latter part of the year, lower costs., The overall increase in sales was limited. Within this
as an economic rebound was evident, but profits declined in meodest increase, sales grew in Europe and were well up in Latin
Japan. The joint venture agreement with Dongsung in Korea America and South Africa. Although sales were down in Asia
further expanded National Starch’s presence in several key Pacific compared to 1997, nevertheless the region delivered an
countries in the region. The Latin American operation had a excellent profit performance. North America saw an increase in
good year, benefiting from an excellent performance in Mexico. growth in the later part of the year. Both food ingredients and
fiavours succeeded in increasing their profitability strongly and
The EEM business contributes approximately one quarter of trading margins were well up on last year.
National Starch’s global trading profit. The business has more
than doubled in size over the last two years with the Industrial Specialties
acquisitiont of Tra-Con and Emerson & Cuming in 1997 and The Industrial Specialties Group reported trading profits of
Acheson Industries in June 1998, Despite this, 1998 proved to £84m and turnover of £1,027m for 1998. Industrial Specialties
I be a rough year with the Asian crisis negatively impacting the was formed in 1997 by combining the former Unilever
electranics markets in which this division operates. Although companies of Unichema and Crosfield with ICl’s activities in
the larger businesses, Ablestik and Acheson, met expectations surfactants, catalysts and lubricants.
and Tra-Con performed well, the other businesses were
' adversely affected by the downturn in the semi-conductor and Unigema
personal computer markets in the first half of the year. In spite of difficult trading conditions process intermediates
continued its strong year on year performance by a
The Specialty Synthetic Polymers business reported modest combination of market development and prudent cost
' gains in both sales and trading profits following a difficult year managernent. Although Europe weakened in the second half of
in 1997. In the US, the Powders and Industrial Specialties 1998 as end-use markets slowed, resulting in marginally lower
businesses as a whole had an excellent year, but changes in volumes than in 1997, performance in North America was
the competitive dynamics in the Personal Care market strong throughout 1998 with volumes significantly up but
l adversely affected the resuits in this business in 1998. In prices stightly weaker compared with 1997. The economic
Europe the Powders business performed well but, as in the US turmoil in Asia impacted results in the second half of 1998,
markets, both Industrial Speciaities and Personal Care with annual volumes depressed. Despite these regional
performed below the levels achieved in 1937, In Asia Pacific, variations and the relative strength of sterling, profits for the
l even with the weakness in National Starch’s major Japanese year were ahead of 1997,

_
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Turnover in specialties sectors in 1998 remained at the same
level as 1997, Sales growth in the Americas was achieved
through the acquisition of Mona Industries on 1 July 1998 and
some volume improvements in targeted specialty sectors.
However, these were offset in part by poor industrial sales as
markets softened in the latter half of the year.

Lubricants performance in 1998 remained consistent with 1897
with both turnover and profit in line year-on-year.

Synetix

Synetix delivered its profit targets in 1998 despite adverse
trading conditions, particularly as the ammonia, methanol and
refinery markets had lower sales volumes with customers
cancelling or postponing plant shutdowns and catalyst
change-outs. These conditions were offset by new business in
the polymers, chemicals and services sectors.

Crosfield

Profits were lower in 1998 as the silicas and catalyst
operations suffered from the strength of sterling and economic
turmeil in Asia. These effects were exacerbated by the
uncertainty caused by the extended period during which the
proposed sale to W R Grace was considered by the US
Federal Trade Commission. Performance in silicates and
zeolites remained robust.

A major restructuring plan is being implermented across the
business to improve profit performance.

Security Systems

Good profits continued to be delivered by the business
as it remained one of the worid’s leading suppliers in its
respective field.

Paints

Trading profit in 1998 of £143m was down 11% on the previous
record year. The deterioration in profit was caused primarity by
the poor performance of the North American Decorative
business. In addition, in Asia, the continuing economic crisis
resulted in a shrinking market and a significant decrease in
volume compared to 1997. The high value of sterling also had
an adverse impact on trading profit in 1998. Good management
of costs helped mitigate these difficulties. Turnover in 1998 of
£2.2bn was in line with the previous year despite the strength of
sterling. The sales figure was helped by acquisition and robust
volume growth from the European businesses.

Overall, 1998 was a mixed year for Paints. The European
Decorative business had a strong year, helped by the buoyant
markets of the UK and the Irish Republic. The Automotive
Refinish business also had a strong year with continued growth
in both sales and profit over 1997. Sales growth was driven by
improved market share in Europe, Asia and Latin America. The
Asian Decorative business was hit by the financial crisis
through both currency devaluation and the resulting reduction
in real local demand, particularly in ASEAN countries. The
North American Decorative business had a poor year with
growth in the lower margin consumer business offset by
market share losses in company owned stores and
independent dealers. A turnaround plan for the American
Decorative business is now well in place.

The European Decorative business had an excellent year in
1998 with volumes up 17% over the previocus year. This
continued the growth trend as volumes in 1997 were 12%
better than 1996. However, problems persist in France and
Poland where competition is fierce. During 1898, ICI Paints
acquired the European Home improvement business of
Williams Plc. The acquisition broadens and strengthens the
European product range to include woodcare, metalcare,
adhesives and fillers. During its first year of operation the
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Home Improvement business exceeded expectations. The
integration of this business into the Europear Decorative
business will continue during 1999.

The Decorative business in North America faced severe
competition throughout the year resulting in lower prices and
margins. Volumes in 1998 were ievel with 1897, however, value
was down 5% due to price erosion and sales mix. Gross
margin in 1998 was down 9% caused by higher raw material
costs, price and mix variance. The management team in the
North American Decorative business has been changed and
strengthened and a restructuring programme is underway to
improve profitabiity.

The Decorative business in Asia was adversely affected by the
economic crisis in the region. Volumes in 1998 were down
17% on the previous year, which in turn had a negative impact
on margins. There were some signs of volumes stabilising in a
number of countries in the second half of the year. During the
year two new plants were opened in Asia continuing ICl's
expansion in this region.

The Latin American Decorative businesses also experienced
harsh trading conditions as the region’s economies slowed
down. The business which was acquired in 1996, benefited
significantly from improvements to customer service,
purchasing, branding, quality and safety. This is reflected in the
improved market share position of ICI’s prominent brand
‘Coral’. Despite this, volumes overall in 1998 were down 3%
over 1997. However, due to prudent management of the cost
base profits were higher.

The Autormotive Refinish business had a good year with a
strong performance in Europe and improved results from the
North American business. in Latin America the business gained
market share but volumes were down due to depressed market
conditions. Volumes in Asia with the exception of the Indian
sub-continent were severely affected by the economic crisis in
the region. Total turnover in 1998 was 2% up on 1997 and
despite the adverse impact of the strength of steriing, gross
margins in 1998 were 3% up on the previous year. Tight
control over costs resulted in a substantial improvement in
trading profit of 26%.

Sales volumes in the Packaging business graw by 5% in 1998.
However, sales value fell by 4% due to continued price
competition in Europe, 1998 was another year of consolidation
in the Metal Packaging and Packaging Coating market, resulting
in lower prices but business gains and improved market share
for ICi Packaging Coatings. The business responded to price
pressure and the strength of sterling by tight control of fixed
costs, enabling the Packaging business to partially offset the
adverse impact of falling prices on trading profit.

Industrial Chemicals

The Industrial Chemicals segment comprises Halochemicals,
Petrochemicals and the Group’s Regional Businesses. Losses
increased to £76m in 1998 (1997 loss £43m) in generally
difficult markets.

Halochemicals

Sales declined again in 1998, 9% down on 1997; 1997 sales
were 6% lower than 1996. The overall sales decline in 1987
was primarily due to the appreciating value of sterling, which
more than off-set the benefits of price recoveries in the
important caustic sada and PVC market sectors. In 1998
sterling’s strength continued to put pressure on prices realised
for exported products and had an increasing impact on
volumes as domestic customers were unable to sustain their
own export sales. The Asian crisis directly reduced sales of
chlorine derivatives throughout the region as well as
contributing to the global economic slowdown, affecting the
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PVC sector, an important outlet for this business: chlorine
prices to this sector declined steadily from the high point
reached at the end of 1997. Caustic soda prices, however,
remained on an improving trend for most of the year.

Manufacturing performance continued to restrict sales in the
first half of the year, but plant availability improved markedly in
the second half as the benefits of a major manufacturing
improvement programme began to bear fruit. Whilst ‘Klea’
134a prices remained weak through most of the year, the
market showed signs of tightening in the latter part of the year,
halting the trend of declining prices. The ‘Fluon’ PTFE business
remained profitable in line with targets but Halochemicals, as a
whole, remained in substantial loss.

Cost management and productivity improvement remain the
main priotity for improving performance. Restructuring
programmes were announced in 1997, Further restructuring
was announced in 1988. During the year a major boost was the
commissioning of the new InterGen power station at Runcorn
during the first half of 1998; substantial net reductions in
electricity costs were realised throughout the remainder of

the year.

Petrochemicals
Petrochemicals trading results were significantly lower than in
1997 and the business operated at a loss.

Methanol margins which had held up in 1997 were depressed
in 1998. The overall results in 1998 were also affected by the
strength of sterling and by the effects of a major overhaul of
the Phillips-Imperial Petroleum refinery.

Efforis were intensified in 1998 to reduce operating costs, to
improve plant performance and to reduce input costs.

Regional Businesses

Pakistan

Trading profits (excluding PTA) were ahead of 1997 in local
currency terms although the increase in sterling reported
profits was reduced due to a weakening local currency. Most
businesses showed improved profits.

Polyester fibre sales grew strongly in 1998 but margins
remained under severe pressure due to local overcapacity and
the effect of the Asian currency crisis led to competitors
lowering import prices into Pakistan. The soda ash market
moved back into growth following the pause in 1997. Profits
were similar to 1997 with improved volumes and tower costs
through efficiency improvemenits offset by price competition
due to lower import tariff levels. The other smaller ICI business
in Pakistan improved their profitability.

in 1998, the world PTA business was under severe pressure
due to cyclically low selling prices. The new PTA plant in
Pakistan started up successfully in the third guarter. The
business was, however, adversely affected by low selling
prices and recorded substantial losses for the year, which more
than exceeded the trading profit from the other businesses of
IC| Pakistan.

india

Trading profits from the Regional Businesses in India increased
in 1998 due to the inclusion of Explosives as a Regional
activity and the absénce of restructuring costs incurred in
1997. These benefits were partially offset by a sharp decline in
rubber chemical profits due to a lower selling price for
intensified import competition.

Argentina
Sates were below the 1997 level mainiy due to lower polythene
and phthalic anhydride prices caused by low priced imports

from Asia and Europe. The Wine Chemicals business made
sales at a similar level to 1997. The sulphur related businesses
continued to grow. Overall profits were below 1997 levels
reflecting lower prices and restructuring costs which will deliver
future cost reductions.

Discontinued Operations

Sales by discontinued operations were £2,666m in 1998
compared with £5,691m in 1997. Trading profit was £186m in
1998 compared with £288m in the previous year.

These results reflect the substantial movements in poputation
between the two years which is summarised as follows:

Included in
resuits for year
1997 1998
Businesses sold in 1997
¢ The Group’s 62.4% Sold July 1997 -
interest in ICl
Australia Ltd
* The Canadian based Sold July 1997 -
Forest products
business
* The UK fertiliser Sold December 1997 -
business
¢ Polyester polymers  Sold December 1997 -
and intermediate
business
Businesses sold in 1998
* 51% interest in South -y Sold
Africa explosives joint January
venture 1998
¢ Melinex film interest = Sold
January
1998
* Explosives operations = Sold
in Canada, Latin April
America and Europe 1998
and explosives
distribution business
in the USA
» Teesside Utilities and 1 Sold
Services operation December
1998
Businesses sold in 1999
¢ Polyurethanes oy nmp
Tioxide
Selected Petrochemicals
businesses
. Acrylics nmp I
* Fluoropolymers - L1
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Board of Directors

Charles Miller Smith Chairman Lord Butler Non-Executive Director l
Appointed a Non-Executive Director in 1993, an Executive Appointed a Non-Executive Director in 1998. He is Master of

Director in 1994 and Chief Executive, he succeeded Sir Ronald University College, Oxford and a Non-Executive Director of

Hampel as Chairman in April 1999. He was formerly a Director HSBC Holdings plc. He was formerly Secretary of the Cabinet - l
of Unilever PLC and is Deputy Chairman of Scottish Power Plc and Head of the UK Civil Service, Aged 62,

and a Non-Executive Director of HSBC Holdings plc. Aged 60.

Paul J Drechsler Director
Brendan R O'Neill Chief Executive Appointed a Director in March 1999. He is Chairman and Chief l
Appointed a Director and Chief Operating Officer in 1998. He Executive of Quest International. He joined the Company in
succeeded Charles Miller Smith as Chief Executive in April 1978 and was formerly Chief Executive Officer of the Polyester
1989. He was formerly Chief Executive of Guinness Limited. He Business. He is a member of the Gouncil of the Woarld Business ~
is also a Non-Executive Director of EMAP plc. Aged 51. Council for Sustainable Development. Aged 43. l
Rob J Margetts, CBE Vice Chairman John D G McAdam Director
Appocinted a Director in 1992 and Vice Chairman in 1998. He is Appointed a Director in March 1999, He is Executive -
responsible for Industrial Chemicals and Regional Businesses, Vice President — Coatings and, Chairman and Chief Executive * I
as well as Technology and Safety, Health and the Environment. of ICI Paints. He oversees the Group’s activities in Asia. He
He is also Chairman of Legal & General Group Plc and a Non- joined the Company in 1997 following the acquisition of the
Executive Director of Anglo American PLC. Speciality Chemicals Businesses from Unilever, where he held
a number of senior positions. Aged 51.
He is Chairman of ICl Pension Fund Trustee Ltd, a member of
the Council of Science and Technology, the Government’s William H Powell Director
Advisory Committee on Business and the Environment and a Appointed a Director in February 2000. He is Chairman and
Gavernor of imperial College of Science, Technotogy and Chief Executive Officer of National Starch. He is a Director of
Medicine. Aged 53. the Corn Refiners Association and a member of the American
Institute of Food Technologists. He is on the Industrial Advisory -
Sir Roger Hurn Non-Executive Director Board of the Chemical Engineering department at New Jersey E
Appointed a Non-Executive Director in 1993. He is Chairman of institute of Technology and the Industrial Advisory Beard of the
the Remuneration and Nornination Committee. He is also Chemical and Biochemical Engineering department at Rutgers
Chairman of Marconi plc and Deputy Chairman of Glaxo University. Aged 54. .

Wellcome plc. He was formerly Chairman of Smiths industries
plc. He is also Chairman of the Court of Governors at the
Henley Management Coliege. Aged 61.

Alan G Spall Chief Financial Officer
Appointed a Director in 1984. He is Chief Financial Officer and -

has responsibility for finance, planning and property. He joined At each Annual General Meeting of the Company's shareholders

the Company in 1970. Aged 55. one third of the directors (being those longest in office since their
last election) retire and are eligible for re-election. New directors

Lord Simpson Non-Executive Director appointed between Annhual General Meetings to fill casual

Appointed a Non-Executive Director in 1995, He is Chief vacancies or as additional directors retire at the Annual General

Executive of Marconi plc and a Non-Executive Director of Meeting following their appointrnent and are also sligible

Nestlé S A. He was formerly Chairman and Chief Executive for election.

of Rover Group. Aged 57.
p-Ag Mr R J Margetts, Mr A G Spall, Sir Roger Hurn and Lord

Simpson retire under Article 96 of the Company’s Articles of

Hon-Chiu Lee Non-Executive Director . A
Association. All are recommended for re-election.

Appointed a Non-Executive Director in 1996. He is Chairman of
Hysan Development Company Ltd, Deputy Chairman of the
Garden Hotel, Guangzhou and a Non-Executive Director of
Cathay Pacific Airways Ltd and Hang Seng Bank Ltd. He is
also Chairman of the Hong Kong Stock Exchange and
President of the International Federation of Stock Exchanges.
Aged 71.

Mr W H Powell will retire under Article 76 of the Company’s
Articles of Association. He is recommended for election.

Following the retirement of Mr R J Margetts, all Executive
Directors wilt be employed on rolling contracts subject to one
year's notice.

Lord Trotman Non-Executive Director

Appointed a Non-Executive Director in 1997. He was Chairman
and Chief Executive Officer of Ford Motor Company until his
retirement in 1998. He joined Ford in the UK in 1955 and was
appointed to the Board of Directors in 1993. He is a member of
the Board of Directors of IBM and of the New York Stock
Exchange. Aged 66.

No director or officer has a family relationship with any other
director or officer.




Executive Management Team
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The Executive Management Tearn comprises the Executive

Directors and the following:
Date first appointed as an Officer *

Rona A Fairhead
Executive Vice President — Strategy and Group Corntrol.

Aged 38.

14 July 1997

Michael H C Herlihy
General Counsel.

i Aged 46.

1 January 1996

Richard N Stillwell
Executive Vice President — Industrial Specialties.

Aged 50.

1 May 1995

l} COMPANY SECRETARY

Debjani Jash

Aged 35. 1 January 2000

* The persons listed above are regarded as the Officers of the
Company for the purposes of the annual report on Form 20-FE
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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. Throughout the year the Company has been in
compliance with the provisions set out in the Combined Code for
Corporate Governance appended to the Listing Rules of the
London Stock Exchange.

The ICI Board currently comprises the Chairman, the Chief
Executive, five other Executive Directors and five Non-Executive
Directors. Their biographies appear on page 34. These
demonstrate a range of business, financial and global
experience, which is vital to the successful direction of a multi-
national company. All the Non-Executive Directors are
independent of management. The Board is balanced both
numerically and in experience.

All Directors are equally accountabile 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 cnly against the best long-term interests of
sharehoclders, 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. The Board has prescribed reserved powers which reinforce
its control of the Company. There is a procedure for Directors to
obtain independent professional advice at the Company’s expense
in the performance of their duties as Directors.

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

The Non-Executive Directors fulfil a vital role in corporate
accountability. The remits and memberships of the three relevant
Board Committees are set out on page 37. The Remuneration
and Nomination Committee and the Audit Committee comprise
solely Non-Executive Directors and report regularly to the Board.

Remuneration and Nomination Committee

The Chairman and Chief Executive 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 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 Chairman from time to time promotes discussion with the
Executive Directors about Non-Executive Directors’ remuneration
based on external comparisons. Any recommendations are laid
before the full Board. Non-Executive Directors have the option of
taking part of their remuneration in the Company’s shares.

The Remuneration Report, which is contained in the Chairman’s
letter accompanying the Notice of Annual General Meeting
includes details on remuneration policy and practices, and on the
remuneration of Directors.

The Chairman of the Remuneration and Nomination Committee,
currentiy Sir Roger Hurn, acts as the Company’s lead Non-
Executive Director. In this position he promotes discussion at
appropriate times about the Company 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 individuais.

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 ail members of the
Board against the requirements of the Company's business and
the need to have a balanced Board. In appropriate cases
recruitment consultants are used to assist the process. Possible
candidates are discussed with all Directors before any approach
is made to them. All Directors are subject 1o re-election at least
every three years.

Audit and internal control

The Combined Code introduced a requirement that directors
review the effectiveness of the Group's system of internal
controls. This requirement extends the Directors’ review to cover
all controls including operational, compliance and risk
management, as well as financial. Guidance for directors Internal
Control Guidance for Directors on the Combined Code {the
Turnbull guidance) was published in September 1999, However,
the Directors have taken advantage of the London Stock
Exchange’s transiticnal rules and have continued to review and
report upon internal financial controls in accordance with the
ICAEW’s 1894 guidance Internal Control and Financial Reporting.

The Board have modified existing risk management and internal
control processes necessary t6 implement the Turnbull guidance,
such that they can fully comply with it for the accounting period
ending on 31 December 2000.

The Board is responsible for the effectiveness of the Group’s
system of internal contrels. The internal control systems are
designed to meet the Group's particular needs and the risks
to which it is exposed, and by their nature can only provide
reascnable but not absolute assurance against misstatement
or loss.

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

The processes to identify and manage the key risks to the
success of the Group are an integral part of the internal controt
envireonment. Such processes, which are reviewed and improved
as necessary, include strategic planning, the appointrment of
senior managers, the regular monitoring of performance, control
over capital expenditure and investments and the setting of high
standards and targets for safety, health and environmental
performance.

Within the financial and overali 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 IC!'s individual businesses is delegated to the
Executive Management Team. 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 guideliines.




I:

Corporate governance

nnual report and daCccou -

Businesses are respensible 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 and
timely reporting process.

OCn compietion of all major investments, post event reviews are
carried out by the relevant businesses and reviewed by the
Executive Management Team. This process helps improve the
guality of business judgements through the understanding and
experience gained.

Responsibility for ensuring compliance with selected 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
other senior managers. In turn, there is an annual report to the
Audit Committee, on behalf of the Board, on the degree of
cornpliance with Group policies and guidelines. Corrections to
any weaknesses found are monitored and controls are developed
to match changing circumstances.

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

SAtane B S R B R

controls and procedures. Actions are agreed in response 1o its
recommendations and these are followed up to ensure that
satisfactory control is maintained. Annual reviews are also
conducted between internal audit management and the senior
management of Businesses and major functions to assess their
current control status and to identify and address any areas

of concern.

Principles of business ¢onduct .

As a leading international company, ICl's reputation for high
ethical standards is central to its business success. The
Statement of Principles and Business Conduct is being revised
and will be communicated throughout the Group to direct our
behaviour and decisions.

Communications

Communications with shareholders are given a high priority.
There is a succinct Annual Review which is sent to shareholiders;
a full Annual Report and Accounts and Form 20-F is available on
request. At the half year, an interim report is published. The
Company also has a website (www.ici.com) which contains up to
date information on Group activities. There is a regular dialogue
with individual institutional sharehoiders as well as general
presentations after the quarterly results. There is also an
opportunity for individual shareholders to question the Chairman
at the AGM. As an alternative, shareholders can leave written
questions for the Company to respond. Directors meet informally
with shareholders after the meeting. The Company responds
throughout the year to numerous letters from individual
shareholders on a wide range of issues.

Membership of the Board Committees and a summary of their terms of reference are as follows:

' Audit Committee

Members:

Lord Simpson (Chairman}
Lord Butler

Sir Roger Hurn

MrHC Lee

Lord Trotman

Terms of reference:

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

and corporate control.

Remuneration and Nomination
Committee
Members;

Sir Roger Hurn (Chairrman)

Lord Butler

MrHC Lee

Lord Simpson

Lord Trotrman

Mr C Miller Smith (when

meeting as the Nomination Committee)

Terms of reference:

To recomimend 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
under the Share Option Schemes.

To propose to the Board new
appointments of Directors.

Appeals Committee
Members:

Mr R J Margetts (Chairman)
Lord Butler

Lord Simpson

Mr A G Spall

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 have pleasure
in presenting their Annual Report and Accounts for the year
ended 31 December 1999,

Principal activities

The principal activities of the Company are research,
manufacture and sale of specialty products, paints and industria
chemicals. A review of the Cormpany and its subsidiaries’
businesses, including research and development, is given on
pages 7 to 33 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 25
Aprii 2000 to Ordinary shareholders registered in the books of the
Company on 10 March 2000. An interim dividend of 12.5 pence
per £1 Ordinary Share was paid on 4 October 1999 totalling 32.0
pence (1998 32.0 pence).

Share capital
Changes in the Company's Ordinary share capital during the year
are given in note 24 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 sharehclders 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 34.

Directors' remuneration and interests

A staterment of Directors’ remuneration and their interests in the
shares, debentures and options of the Company and its
subsidiaries is set out in the Remuneration Report on pages

39 to 42,

Employment policies

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

It is ICI's policy that there should be no discrimination against
any person for any reason which 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 which are essential for
people to be equipped to defiver the business objectives.

The Group aims also 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.
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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 ICI trades.

Trade creditors of the Company at 31 December 1999 were
equivalent to 56 days purchases, based on the average daily
amount invoiced by suppliers to the Company during this year.

Political and charitable donations

The Group's worldwide charitable donations in 1899 amounted to
£1.8m. Of this total, £0.8m 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 submitted 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
1999 amounted to £79,000 (1998 £115,000). The total figure for
the Group was £3.5m (1998 £4.7m) 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
1999 totalled £6.3m (1998 £5.3m) of which £4.7m (1998 £3.0m)
related to the acquisition and divestment activities associated
with the Group’s portfolioc changes. These fees have been fully
reviewed by the Audit Committee.

Annual General Meeting

The Notice of Annual General Meeting to be held on Friday, 28
April 2000 is contained in a separate letter from the Chairman
accompanying this Annuai Report and Accounts.

Going concern

The cperation of the Group’s control procedures gives the
Directors a reasonable expectation that the Group has adequate
resources 1o continue in operation for the forseeable future.
Accordingly they continue to adopt the going concern basis in

preparing the Group accounts.
. . 6 J—/ )
S
/

On behalf of the Board
Debjani Jash
Company Secretary

@ February 2000
Registered office
Imperial Chemical House
Millbank

London SW1P 3JF

Registered number: 218019
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Remuneration policy

The Group pays competitive salaries and incentives to its
employees around the world. Levels of pay and the structure of
arrangements in each country reflect the competitive environment
in that country. Whife ICi does not have global pay scaies, it has
regard 1o its need to be able to move staff around the world.

Framework and objectives

The Remuneration Comimittee is composed entirely of the
Non-Executive Directors of the Company, nameiy:

Sir Roger Hurn {Chairman)

Lord Butler

MrHC Lee

Lord Simpson

Lord Trotman

The Remuneration Committee determings the contracts of
service and emoluments of the Chairman, Executive Directors
and the Executive Management Team.

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 practices 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 o 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. Al
appointments are subject to the approval of both the
Remuneration Committes and the Board to avoid any confiict
" of interest.

Remuneration package

The Remuneration package comprises base salary, short,
medium and long-term incentives and post-retirement and
other benefits.

Salaries are set within ranges around the median for similar
paositions in large, international, publicly quoted organisations.
Salaries for individual Directors are determined annually by the
Remuneration Committee recognising the individual’s
performance and experience and market trends,

The teval of bonus (if any) under the Annual Incentive Plan 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 vatue for
that year.

The target bonus available to Executive Directors for 1999 was
25% of base salary {50% at maximum). The Remuneration
Committee set targets related to the achievement of specific
levels of net contribution to vatue (the Company’s measure of
economic profit) and delivery of cash. The Group made excellent
progress during 1999 in the area of cash delivery, both operating
cash and cash from divestments, as well as growing its earnings
and managing down tevels of capital employed across all
businesses. This has resulted in bonuses being paid above the
target level. The level of bonus paid to each director is shown in
the table on page 40.

The medium-term incentive — is currently the Bonus Conversion
Plan (“the Plan"} designed to encourage the canversion 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 March following the
performance year to which it relates, to have shares purchased at
market value in the Plan with part or all of the net bhonus after
tax. Shares purchased in the Plan are reieased 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 41. The
Bonus Conversion Plan will be operated for the last time in
respect of the 1999 financial year.

For 2000 and subsequent years it is proposed that the Executive
Directors and the most senior executives will participate in the
Performance Growth Plan which will be put to Shareholders for
their approval at the Annual General Meeting in 2000 and which
is more fully described in the Chairman’s letter to Sharehoiders
accompanying the Annual Report,

The long-term incentive - is a Share Option Scheme (“the
Scherme”} under which options over the Company's Ordinary
Shares may be granted each year to Executive Directors and
senior executives. Under the policy approved by Shareholders at
the Annual General Meeting in 1998, the guidelines for options
granted to Executive Directors during the year were a multiple of
base salary reflecting performance. Exercise of options granted
during 1999 under the Scheme are subject to satigfaction of a
performance condition refated to the increase in the Company’s
earnings per share belng equal to or greater than the increase in
the UK Retail Price Index plus 3% per annum over the level three
years earlier. Options must be held for three years before they are
exercisable and lapse if not exercised within ten years from grant.

In the USA grants are miade as stock appreciation rights (SARs)
under the Stock Appreciation Rights Plan of 1C! American
Holdings In¢ (the SARP). These are subject to the same
performance condition as applies to the Scheme and are subject
to similar rules with regard to exercise and lapse. On exercise the
appreciation is delivered in the form of ADRs.

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 41.

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.

Service cantracts

Following the retirement of Mr R J Margeits, all Executive
Directors will be employed on rolling contracts subject to one
year’s notice.

The Remuneration Committee accepts and strongly endorses the
principle of mitigation of damages on early termination of a
service contract.

J A Kennedy — The salary data shown in the table on page 40
includes his salary as a Director of the Company, at the rate of
£50,000 per annum, and the balance represents his salary from
National Starch and Chemical Company.

Due to his retirement in 1999 Mr Kennedy was not granted any
Performance Units under National Starch’s Key Executive
Incentive Plan nor did he receive a SARP award.

*>—,,
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Remuneration of Directors
Allcwances
Salary and benefits@ Annual bonus Total
1999 1993 1999 1098 1999 1998 1999 1598
£000 £000 £000 £000 £000 £000 £000 £000
B . e e e e e et i -
Sir Ronald Hampe! {retired 22 April 1999) 67 200 3 w0
C Miller Smith T ae3r 550 1 % 287 141 566
Dr B R O'Neill (éppointed 11 May 1898} 51:1. 277 17 ) 8 263 S 7?4 285
R J Margetts T ae 390 1 10 188 e26 400
P J Drechsler (appointed 1 March 1999) 237 I 109 arz
J A Kennedy (retired 30 June 1999) 203 472 13 16 125 139 a4 27
Dr J D G McAdam (appointed 1 March 1999) 25:?:*.“ 20 120 o 393
Amé"épall 369 355 13 12 7 559 367
2,642 2,244 114 72 1,240 139 3,996 2,455
Fees to Non-Executive Directors (note 2)
Lord Butler (appointed 1 July 1998) 25 12
Seroger Hurn 33 o 33
I-'I‘.‘.C“.Lee 257 251
Sir Antony Pilkington (retired 23 April 1998) 11
Lord Simpsonﬂr 33t o 30t
Lord Trotman 25 25
141 136
Total 4,137 2,591

@ Allowances and benefits include payments related to working overseas, for example the provision of accommodation and education support.

+  With effect from 22 April 1999, Mr C Miller Smith was appointed Chairman of the Company, working four days per week, and his salary of
£572,000 was reduced pro-rata to £457,600, other than for pension purposes.

*  Long service award scheme: DrJ D G McAdam received an additionai payment under an obligation of IC| to recognise his entitlement under
the Unilever long service award scheme. The total amount of this payment was £41,000 of which £2,100 is apportioned to his period of
service as a director.

1t Under a scheme for Non-Executive Directors, Mr H C Lee and Lord Simpson elected to receive 50% of their fees for 1988 (and 1998) in the
form of ICl shares.

(1) In addition, matched shares were provided by the Company under the Bonus Conversion Plan in respect of 1985 bonuses (see The medium-
term incentive page 39), as follows:

Ordinary Market

Shares of value at

£1 each date provided

£

C Miller Smith 5,586 38,700
R J Margetts 7,642 50,208
P J Drechsler 4,760% 31,273
A G Spall 7.173 47,127

165,308

4 In the form of 1,190 American Depositary Receipts; entittement relates to period prior te hecoming a director.

() The remuneration of Non-Executive Directors is determined by the Board within the iimits set out in the Articles of Association.
It comprises an annual fee of £25,000 {1998 £25,000). An additional £7,500 (1998 £7,500) is paid to the Chairman of a Board Committee.

Non-Executive Directors are not eligible for bonuses.
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Directors’ interests in shares and debentures
The interests of Directors in shares and debentures of the Company and of its subsidiaries, including the interests of their families are shown below.

Contingent interest
in matched shares

1 January 31 December 1 January 31 December
1969 1959 1999 1999"
or on date of or on date of
iCl £1 QOrdinary Shares appointment appointment
C Miller Smith 247386 27,737 5,586
oeronal . o e . I 21000 26,000 ! -
R J Margetts . ' 69,063 73.648 9.619 1,977
o Butlor . S P, . R 1000 - LR
P J Drectisler {note 1) S ' - 18272 30937 2,683 8.458
o Foger Hurn . . - e e e 5'0.00 5000 L= T
NG Les o e . . 1,'478 2,'877
5 40 & MeAdarn . . e S e TR 3052
Lord Simpsan e e 8821 10238
A.GS”;.)aH. . e s s s 2?,'880 . 35',053 - 7173 .
Lo.r.d Trot'man”(note 2) - ' ‘ . . . - 40:.500 .40,.500 ) .

= Matched shares 10 be provided by the Company under the Bonus Conversion Plan in respect of 1996, 1997 and 1998 honuses (see The medium-
term incentive page 39).

(1} Mr P J Drechsler’s interests in shares at date of appointment comprised 11,576 Ordinary Shares of £1 each, and 1,174 American Depositary
Receipts (ADRs) each representing four undertying £1 Ordinary Shares. Also at that date, under a scheme similar to the Bonus Conversion Plan,
Mr Drechsler had an entittement 1o receive 1,180 ADRs together with a corresponding contingent interest in a fike number of matched ADRs. At
31 December 1999, his holdings comprised 20,529 Ordinary Shares and 2,602 ADRs. Contingent interests in matched shares at date of
appeintment and at 31 December 1999 are in respect of Ordinary Shares.

(2 Lord Trotman's interests in shares at 1 January 1999 and 31 December 1999 comprised 10,000 ADRs and 500 £1 Ordinary Shares.

During the period 1 January 2000 to 2 February 2000 there were no changes in the interests of Directors.

Directors’ interests in share options
Opticns to subscribe for Grdinary Shares granted to and exercised by Directors during 1999 are included in the table below.

1 January 1999 Options granted Options outstanding at
or on date of during 1999 31 December 1999
appointment _

Nurmnber Number Price Number  Weighted Date Date
average from which fatest
axercise earliest opticn

Directors at price optien expires
31 December 1999 £ £ exercisable

C Milter Smith 352,581 174,124 8.57 524,026 8361 7.11.97 28.4.09

2,679 6.25 1.2.01 31.7.02

Dr B R O'Neili 102,554 251,141 657 353,695 8.19t 18.5.0 28.4.09

R J Margetts 227,740 118,721 6.57 317,707 830t 28595 28.4.09

28,754 5.47 28.3.93 9.5.05

P J Drechsler 87,670 83,713 £.57 133,547 7.75t 24.6.96 28.4.09

37,838 6.07 22.3.96 21.3.03

Or J D G McAdam 39,091 89,802 6.57 126,889 7.941 4.8.00 28.4.09

2,004 4.75 1.12.03 31.5.04

A G Spall 206,898 105,450 6.57 310,124 830t 24.6.96 28.4.09

2,224 6.29 24.6.96 9.5.05

1 Exercise price exceeds market price at 31 December 1999.

{1} Non-Executive Directors are not eligible for share option grants.

(2) There were no gains made on exercise of options during 1998 or 1999. The options outstanding are exercisable at prices between £4.75 and
£12.14. The market price of the shares at 31 December 1999 was £6.55%, and the range during 1999 was E4.59‘/2 to 28.237/2. The Register
of Directors’ Interests (which is open to sharehoiders' inspection) contains full details of Directors’ sharehoidings and options to subscribe
for shares.

(31 In accordance with the London Stock Exchange Listing Rules, the 1999 annual grant of share options to Executive Directors and certain
individuals involved with the proposed disposal of businesses to Huntsman ICl Holdings LLC was delayed. As a result of this delay, those
participants were granted fewer options at a higher exercise price than would have been the case had the grants been made to them at the
same time as they were made to all other participants at an exercise price of £5.22, The Remuneration Committee decided that those individuals
so affected should receive the same gross gain at the time they exercise their options as if the grant had not been delayed.
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Directors’ pension benefits

Age at
31 December 1999
or date of retirement

o & R NG T
N
P J Drechsler (appointed 1 March 1989) 43
JAKennedy (retired 30 June 1999 &1
DrJ D G McAdam (appointed 1 March 1999) 51
A G Spall - o - 55

Accrued pension at
31 December 1999
payable at narmal
retirement age

Amount of additional
pension accrued in 1999
payable at normal
retirement age

Contributicns
by Directors

£
4530 1530 2,520t
25710 19280 236,260
13,780 3,860 98,420
o . sgrem
7080 5810 177,870
22890 12180 202,280

* Dr O'Neilt also befongs to a personal funded unapproved pension scheme (see Post-retirement benefits below).
t Accrued pension entitlement under the ICl Pension Fund, at 31 December 1998 was £970.

Remuneration package (continued)

Post-retirement benefits - The IC1 Pension Fund is open to all
eligible UK employees and provides pensions and other benefits to
members within inland Revenue limits. The Company made a
contribution for all empioyees, inciuding contributing Executive
Directors in the ICI Pensicn Fund, at a normal funding rate of
13.4% of salary in 1999. The Company also paid contributions to
the IC! Specialty Chemicals Pension Fund (establisked for
employees of the Specialty Chemicals Businesses purchased from
Unilever) at a normal funding rate of 12.7% of salaries in 1999.

Sir Ronald Hampel, having reached the Cornpany’s normal
retirement age, was no longer a contributing member of the ICI
Pension Fund. He ceased to be a Director on 22 April 1999, In
Novernber 1999 the Trustees of the ICl Pension Fund agreed, at
the Company's request, to increase his pension from £300,600 to
£320,600. The cost of this increase was £332,000 and was paid
to the ICI Pension Fund by the Company.

Mr C Miller Smith belongs to a personal funded unapproved
pension scheme, to which the Company contributed £171,600 in
1989 (1998 £165,000).

Dr B R O'Neill belongs to a personal funded unapproved pensicn
scheme, to which the Company contributed £127,130 in 1999
{1998 £62.840),

Dr O’'Neill is also a member of the Senior Executive Ruies (1996}
Section of the ICI Pension Fund. This section provides pensions
in respect of salary up to the Earnings Cap (currently £90,600 for
the fiscal year 1999/2000) as follows:

{a) a pension of 1/60th of salary up to the Earnings Cap for
each year of service payable at normal retirement age of 62;

(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;

{c) an early retirement pension based on the accrued
entitlement and subject to actuarial abatement on retirement
from age 50 onwards;

(&) a pension on termination of employment due to serious
incapacity, based on prospective service until normal
retirerment age;

{€) a death in service benefit of four times salary up to the
Earnings Cap.

Mr R J Margetts, Mr P J Drechsler and Mr A G Spall belong to
the Senior Executive section of the IC! Pension Fund. Their
entitiements from the IC| Pension Fund are as follows:

(a) a pension of two-thirds of final pensionable pay at normal
retirement age of 62. Bonuses awarded to Directors
appointed after 1993 are not pensionable. Mr R J Margetts,
who was 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 to his retirement is
pensionable. The table above includes a notional
pensionable bonus of 10% in respect of Mr R J Margetts’
benefits;

{b) aspouse’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;

{c) an early retirement pension based on the accrued
entitlement payable on retirement at the request or with
the cansent of the Company from age 50 onwards;

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

(¢) a death in service benefit of four times annual pensionable
pay;

{ft pensions in payment ar in deferment are guaranteed to
increase annually in November by the lesser of 5% or the
increase in the UK Retail Price Index. Additional increases
may be paid at the discretion of the Company and Trustees.

Dr J D G McAdam is entitled to Senior Executive benefits from
the ICI Specialty Chemicals Pension Fund as follows:

(8) a pension (including any soctal security pension) of two
thirds of final pensionable pay at normal retirement age
of 60 or later;

(b) a spouse’s or nominated dependant’s pension payable on
death amounting to one half of the member's pension and
dependant’s pensions for children under age 18;

{c) an early retirement pension based on the accrued
entitlement payable on leaving the Company or being
given one year's notice. Such pension may be actuarially
reduced for early payment but will not be lgss than 25% of
final pensicnable pay at age 50 and pro-rata up to two-thirds
at age 60;

{d) a pension {including any social security pension) of
two-thirds of final pensionable pay, paid on early
retirement due to serious failure of health;

{(e) a death in service benefit of four times pensionable pay
at the date of death;

() in the calculation of pensionable pay an allowance of up to a
maximum of 20% of salary is included in respect of the
average percentage bonus paid over the last seven years.
20% is included in the figures in the table. Pensions in
payment increase annually in October by up to 5% per
annum. Any increase in excess of the UK Retail Price Index
requires the consent of the Company.

in both Funds, transfer values payable on leaving service when
an immediate pension is not payable do not inciude any
allowance for discretionary benefits,

Details of the accrued pension to which each Director is entitled
on leaving service and the change in 1999 (since being appointed
in the case of Mr Drechsler and Dr McAdam) are shown in the
table above.

Pensions and commutations of pensions paid by the Company in
respect of service of former Directors amounted to £227,000
(1998 £211,000).

[




Directors' responsibilities

NNUEL report an .

Directors' responsibilities
in respect of the financial statements

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 toss for that period. In preparing those financial statements,
the Directors are required to:

+ select suitable accounting policies and then apply them
consistently;

* make judgements and estimates that are reasonable and
prudent;

s state whether applicable accounting standards have been
followed, subject 10 any material departures disclosed and
explained in the financial statements; and

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

The Directars are respansible 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. These financial statements also present additional
information for US sharehoiders. Accordingly they are presented
to meet both UK and US requirements, including those of the
United States Securities and Exchange Commission, o give a
consistent picture to alt shareholders.

The Directors 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 irregularities.
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Independent Auditors’ report

ey "N T B,

Independent Auditors’ report to the Members of Imperial
Chemical industries PLC

We have audited the financial statements on pages 46 to 99.

Respective responsibilities of Directors and Auditor

The Diractors are responsible for preparing the Annual Report. As
described on page 43 this includes responsibility for preparing
the financial statements in accordance with applicable United
Kingdom law and accounting standards; the Directors have also
presented additional information under US requirements. Our
responsibilities, as independent auditors, are established by
statute in the United Kingdom, auditing standards generaily
accepted in the United Kingdom and the United States, the
Listing Rules of the Longon Stock Exchange, the United States
Securities and Exchange Commission, and by our profession’s
ethical guidance.

We report to you our opinion as to whether the financial
statements give a true and fair view and are properly prepared in
accordance with the Companies Act. We also report to you if, in
our opinion, the Directors’ report is not consistent with the
financial statements, if the Company has not kept proper
accounting records, if we have not received all the information
and explanations we require for our audit, or if information
specified by faw or the Listing Rules regarding Directors’
remuneration and transactions with the Group is not disclosed.

We review whether the statement on page 36 reflects the
Company’s compliance with the seven provisions of the
Combined Code specified for our review by the Stock Exchange,
and we report if it does not. We are not required to consider
whether the Board's statements on internal control cover all
risks and controls, or form an opinion on the effectiveness of

the Group's corporate governance procedures or its risk and
control procedures.

We read the other information contained in the Annual Report,
including the corporate governance statement, and consider
whether it is consistent with the audited financial statements. We
consider the implications for our report if we become aware of
any apparent misstatements or material inconsistencies with the
financial statements.

Basis of audit opinion

We conducted our audit in accordance with auditing standards
generally accepted in the United Kingdom and the United States.
An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial
statements. It aiso 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
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from material
misstatement, whether caused by fraud or other irregularity or
error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial
statements. We believe that our audit process provides 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 1999 and of the profit of the Group for the year then
ended and have been properly prepared in accordance with the
Companies Act 1985.

iy, Wi fmn e b

United States opinion

In our opirtion, the consolidated financial statements present
fairly, in all material respects, the financial position of the Group
at 31 December 1999 and 1998 and the results of its operations
and cash flows for each of the three-year period ended 31
December 1999, in conformity with generally accepted
accounting principles in the United Kingdom.

As discussed in note 1 to the consolidated financial statements
the Group has adopted the provisions of Financial Reporting
Standard 12 Provisions, Contingent Liabilities and Contingent
Assets. As a result the Group has restated its results of
operations for the years ended 31 December 1997 and 1998,

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 1999 and consolidated
shareholders’ equity at 31 December 1999 and 1998, to the
extent summarised in note 43 to the consoiidated financial

;%32:& At Ao

KPMG Audit Pic
Chartered Accountants
Registered Auditor
London

9 February 2000
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Accounting policies

As used in the financial statements and related notes, the term
‘Company’ refers to Imperial Chemical Industries PLC; the terms
1CI and 'Group’ refer to the Company and its consclidated
subsidiaries but not to associates.

The accounts are prepared under the historical cost convention
and in accordance with the Companies Act 1985 and appiicable
accounting standards. Accounting pelicies 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.

Turnover
Turnover excludes 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 fives 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 fotal lives
approximate to 33 years for buildings and 16 years for plant and
eduipment. Depreciation of assets qualifying for grants is
calculated on their full cost.

Pension casts

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 shouid 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 systematic 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 translated into
sterling at average rates for the relevant accounting periods.
Assets and liabilities are translated at exchange rates ruling at
the date of the Group bafance sheet. Exchange differences on
short-term foreign currency borrowings and deposits are included
with net interest payable. Exchange differences on all other
balances, except relevant foreign currency loans, are taken to
trading profit. in the Group accounts, exchange differences
arising on consofidation of the net investments in overseas
subsidiary undertakings and associates are taken to reserves, as
are differences arising on equity investments denominated in
foreign currencies in the Company accounts. Differences on
relevant foreign currency 1oans 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
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
instrurnents to be “hedges” {i.e. an offset of foreign exchange
and interest rate risks) when certain criteria are met. Under hedge
accounting for currency options, the Group defers the
instrument’s impact on profit until it recognises the undertying
hedged item in profit. Other material instruments do not involve
deferral since the profit impact they offset 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 invoive the same currency as the hedged item; and

= |t must reduce the risk of foreign currency exchange
movements on 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 ligbility; and

= )t 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
valug of loans; exchange gains/iosses are included in the
Statement of Group total recognised gains and losses in
accordance with SSAP20.

Interest rafe swaps and forward rate agreements

Interest payments/receipts are accrued with net interest payable.
They are not revalued to fair value or shown on the Group
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 premia are recognised on the Group 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.
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Accounting policies

Forward currerncy contracts

Those forward currency contracts hedging transaction exposures
{purchases and saies held in the books of account} are revalued
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/iosses
being shown as part of the debt they are hedging. The difference
between spot and forward rate for these contracts is recognised
as part of net interest payable over the period of the contract,
Realised and unrealised exchange gains/osses are shown in the
financial statements in the same place as the underlying
borrowing/deposit.

Currancy options

Ontion premia are recognised at their historic cost in the Group
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.

Associates

Associates are undertakings in which the Group hoids a long-
term interest and over which it actually exercises significant
influence. The Group’s share of the profits less losses from
associates are included in the Group profit and loss account on
the equity accounting basis. The hotding value of associates in
the Group balance sheet is calculated by reference to the
Group’s equity in the net assets of such undertakings, as shown
by the most recent accounts available. interests in joint
arrangements that are not entities are included proportionately in
the accounts of the investing entity.

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-retirerment 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 realisabie
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 overheagd expenses are exciuded.

Environmental liabilities

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

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
purchased goodwill arising on acquisitions after 31 December
1997 goodwill is capitalised and amortised through the profit
and loss account over a period of 20 years unless the Directors
consider it has a materially different useful life, either on
acquisition or subseguently, if a shorter life is indicated. For
goodwili arising on acquisitions prior to 31 December 1987
purchased goodwill was charged directly to reserves in the year
of acquisition. On subseguent disposal or termination of a
previously acquired business, the profit or loss recognised on
disposal or termination is calcutated after charging the amount
of any related goodwill previously taken to reserves.

e
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1997 1998
(as restated - note 1) {as restated - note 1)
Centinuing operations Discontinued Total Continuing operations Discontinued Total
operations cperations
Before  Exceptional Before  Exceptional
exceptional items exceptional items
items items
£m £m £m £m
5,693 5,369 11,062

59 18 7

332 {143) 288 477

£m £m £m
(2.296) (8975
(223) 186 404

23

e e T . ;
348 (143) 288 493 443 (223) 187 407

348 (164) 776 B - 443 {243) 265 465

59 e
114 (243)
ey
84 (195)
o e
94 (191)

i e
132 (195) 741
108 (151) 461
(4) - (45)
104 {151} 416

143p  (20.8p  57.4p
14.3p (20.7jp 57.1p

e eeapsass T was
12.9p (26.3)p 24.8p 11.4p

1997 1998
{as restated ~ note 1) (as restated - note 1)
£m £m

gy T

369 83
59 59
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Group profit and loss account for the year ended 31 December 1899

1489
Continuing operations Discontinued Total
operations
Before Excepticnal
exceptional items
items

Notes £m £m £m £m

'Turnover S e e e s e 457,189 1,260 8",449
Operatmg costs R - e - . 3E (6,753) ““'(98) S '('1,167')”“ (8,018}

”-Other operatmg e . e 5 a8 4 B

Trading profit {loss) 34,5 474 (98) a7 473
After deductmg goodwn’! amomsanon e . R (35) (,3,5)

~ Share of operating profits less losses of associates . 7 &« et
835 {98) 97 534

Fundamental reorgamsatlon costs 3 (74) T o 74)

Proflts Iess Iosses on sale or c!osure of operatlons 3 " . 170 - 198 - 368
Profits tess josses on dasposals of flxed assets 3 20 o I 20

Amounts written off investrnents 3 R
Profit (Ioss) on ordlnary actlwtles before lnterest 4 535 18 295 848

. Net oract payable e g o i
' o (262) (54 - @
(29)5 o e )

(291) N (54) o ‘””(345)

Profit {Ioss] on ordlnary actlwtles before taxatlon 244 {36) 295 503
e proﬂt {1035) o ordlnary e e R (66) {19) S (159) N {244)
Profit (loss) on ordlnary act|V|tles after taxation 178 {55) 136 259

' Attrlbutable to minorities o - {10) 3 S S '('.'?)
Net profit {loss) for the financial year 168 (52) 136 252
Dividends 10 T (233)
Profit {loss) retained for the year 25 19

Earnings (loss} per £1 Ordinary Share 1

B . . R - 233p (72") R 189p I 350p
Diluted 23.2p {7.2)p 18.9p 34.9p

Statement of Group total recognised gains and losses for the year ended 31 December 1999

1999
£m

- Net proflt for the flnanclal year
Parent and subs:dlary undertakmgs T - T 236
Associates T ) ' T 16
252
Currency translation differences on forelgn currency net investments and related Ioans : (22)
Taxation on foreign currency toans T g
Other items -
Total gains and losses recognised since last annual report 248
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Balance sheets at 31 December 1999

Group Company
1999 1998 1999 1098
Notes £m £m £m £m
oo empioyed e e e
Fixed assefs
Intangible assets - goodwill 12 626 652 - -
Tangible assets 4,13 2474 3,816 64 0
Investments o o
Subsidiary undertakings 14 9,791 10,025
Panicipatina;nd other interests ‘15 202 170 6 24
3,392 4,638 9,861 10,369
Current assets
Stocks B 16 853 1213 27 62
Debtors 17 2070 2,360 3,247 2,834
Investments'élﬁa short-term deposits ' 18 ' 394 455 - -
Cash atbank " 34 270 367 18 25
3,587 4,395 3,292 2,921
Total assets 6,979 9,033 13,153 13,290
Creditors due within one year
Short-term borrowings 19 (102} (1,445 - -
Current instalments of loans 21 ©47) (585 {108} (493)
Other creditors 20 2157)  (2,356) (7.,124) (7.421)
(2,906) (4,386) (7.232) (7,914}
Net current assets (liabilities) 681 e (3,940) (4,993)
Total assets less current liabilities 4 4,073 4,647 5,921 5,376
Financed by
méé&itors due after morethan oneyear
Loans o 21 2252 2,954 360
Other creditors o 20 no 55 2,784
2,323 3,009 3,144
Provisions for liabilities and charges 22 1,456 1,440 210
Minority interests - equity N 50 49 - -
Shareholders’ funds — equity
Called-up share capital 24 728 728 728 728
o
Share premium account 588 587 588 587
Associatés’ reserves 26 . 15 - -
Profit and loss account (1,008 (1,181) 2,781 707
Total reserves 25 {484) (579) 3,369 1,294
Total shareholders’ funds (page 51) 244 149 4,097 2,022
4,073 4,647 5,91 5,376

Included within Group net current assets are debtors of £647m {1988 £406m) which fall due after more than one year. Included within the Company

net current assets are debtors of £269m (1898 £247m) which fall due after mgre than offe vear.

d by the Board of Directors

The accounts on pages 46 to 99 were ap
on 9 February 2000 and were signed on ifs

C Miller Smith Director
A G Spall Director

- wn




Statement of Group cash flow for the year ended 31 December 1999

1999 1998 1997
Notes E£m £m £m

Net cash rnﬂow from operatmg actrwtles o 26 582 856 757
Diwdends recelved from assocuated undertaklngs 4 5 56

Returns on mvestments and servlcmg of flnance 27 {307) (350) o (227)
Taxation (65) (220) (151)
214 291 435

Capital expenditure and financiat investment 28 (35§ (520) (623)
(142)  (29)  (188)

A&qu'isitibhs and dis.bésalg
Acqmsmons 29 {12 (860} {4,366}
Dnsposals O 2040 s ayea
2,028 42 (2 242}

E.‘.'-I“l.li‘y dvidengspaid e e . e i e 1232, G32) (231}
Cash inflow/(outflow) before use of liquid resources and financing 1654 @19 (2661)
Management of liquid resources 7 7 30 215 529 (249)

Financing

Issues of shares 1
(Decrease)increase in debt {1,410) (143) 2,928
32 (1,909) (135) 2,937

{Decrease)/increase in cash 34 (40) {25} 27

Reconciliation of movements in sharehoiders' funds for the year ended 31 December 1299

1999 1998 1997

{as restated  (as restated

~ note 1) - note 1)

Notes £m £m £m

Net prof;t far me financial year """ 83 3689
Dividends (233) (232) (232)

Profit retamed for year 19 (149} 137

ssues of ICI Ordmary Shares o 1
Goodwill movement

Acquisitions 25 10 (48) (3.516)
25 69 126 277
79 8 (3.239)

D|sposals

Other recognised losses related to the year T T T s e (a3) (255)
Net mcrease/(reducnon) in shareholders funds 95 (107} {13 350)
Shareholders funds at bagmmng of year R S 149 . 256 3 606
Shareholders’ funds at end of year 244 149 256
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Notes relating to the accounts

During 1998, the UK Accounting Standards Board (ASB) published the following Financial Reporting Standards (FRSs):

FRS No.11 tmpairment of Fixed Assets and Goodwill

The FRS requires that where events or circumstances indicate that the carrying value of a fixed asset or goodwill may have been reduced, an
impairment review must be performed to discover the true net realisable value. The review is performed using pre-tax discounted cash flows.
if no such events or circumstances arise, the usual depreciation or amartisation should be charged. Whether such a change int situation has

occurred is judgemental, but may be suggested by market, economic or local conditions.

FRS No.12 Provisions, Contingent Liabilities and Contingent Assets
This Standard provides a much more stringent definition of provisions. A provision should only be recognised when there is a present obligation
as a result of a past event and a reliable estimate can be made of the resulting liability. The cbligation may be legal or constructive.

FRS No.13 Derivatives and Qther Financiai Instruments: Disclosures
This FRS requires much fuller disclosure of financial instruments held as well as an explanation of the role that financial instruments play in

managing the Group's risks.

FRS No.14 Earnings per Share
This Standard has limited differences from the original Standard on Earnings per Share, SSAP 3, principally relating to the calculation and

disclosure of diluted earnings per share.
During 1999, the ASB published the following Standards:

FRS No.15 Tangible Fixed Assets
The FRS sets out the principles of accounting for the initial measurerment, valuation and depreciation of tangible fixed assets, with the exception

of investment properties. Its objective is to ensure that tangible fixed assets are accounted for on a consistent basis.

FRS No.16 Current Tax
The FRS specifies how current tax, in particular withholding tax and tax credits, should be reflected in financial statements. Its objective is to

ensure that entities recognise current taxes in a consistent and transparent manner.

The provisions of FRS No.12 and FRS No.13 have been adopted in these accaunts and the provisions of FRS No.15 and FRS No.16 will be
adopted in the accounts for the year ending 31 December 2000.

The results for the two years 1997 and 1998 have been restated to reflect the requirements of FRS No.12; as a conseguence, shareholders’ funds
at 31 December 1997 increased by £110m. Exceptional costs for 1997 were reduced by £E160m beifore tax of £50m (£110m net of tax) and those

for 1998 were increased by like amounts.

For UK reporting purposes, the results in these accounts differentiate between the Group’s continuing and discontinued operations.

Discontinued operations
As defined in FRS No.3 - Reporting Financial Perfarmance, discontinued operations are material, clearly separate operations which have been

sold or permanently terminated either during the financial year or during the subsequent period up to the date of approval of the accounts,
All cther operations are classified as continuing operations.
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Notés relating to the accounts

Class of business Business

Continuing operations
Specialty Products
National Starch National Starch

Quest Quest
Industrial Specialties Industrial Specialties (Unigema, Synetix. Crosfield. and other Specialty

businesses)

Paints Paints

Petrochemicals

Halochemicals

Regicnal Businesses including
Pure terephthalic acid and polyester staple fibre business in Pakistan
Explosives (manufacturing in USA and the UK Businesses)

ingustrial Chemicals

Polyester poiymer and intermediates, excluding operations in Pakistan
Melinex polyester film operations
Propafilm criented polypropylene films business
62.4% shareholding in ICI Australia Limited
Canadian based Forest Products business
UK based fertiliser business
51% sharebolding in AECI Explosives Limited
international Explosives operations in Canada. Latin America
and Europe and the explosives distribution business in the USA
Teesside Utilities and Services business
Polyurethanes
Tioxide
Selected Petrochemicals Businesses (Olefines and Aromatics)
Acrylics
Fluoropolymers

Discontinued operations

Core operations comprise Specialty Products and Paints.

ta discontinued operations to reflect the net dabt and taxation liabilities applicabie to those operations.

Owing to local conditions and to avoid undue delay in the presentation of the Group accounts, five subsidiaries made up their accounts to dates
earlier than 31 December, but not earlier than 30 September; additionally five subsidiaries made up their accounts prior to 3¢ September but

interim accounts to 31 December were drawn up for consofidation purposes.

in the Statement of Group cash fiow and refated notes “cash” inciudes cash at bank, depasits 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 Principies requires management to
make estimates and assumptions that affect reported amounts and related disclosures. Actual results could differ from those estimates.

2 Directors' and Qfficers’ remuneratlon and interests '

information covering Directors’ remuneration, interests in shares, debentures, share options and pension benefits is included in the Remuneration
report on pages 39 to 42,

The aggregate remuneration paid to or accrued for all Directors and Officers of the Company for services in ali capacities during the year ended
31 December 1999 was £6.1m (1998 £4.5m). The aggregate amount set aside or acgrued to provide pension, retirement and simitar benefits for

Directors and Officers of the Company during the year ended 31 December 1999 was £0.6m {1898 £0.6m}. At 2 February 2000, options granted
to Directors and Officers of the Company totalled 2,436,552 Crdinary Shares. These options are exerciseable over periods up until 28 May 2009

at subscription prices between £4.75 and £12.14.

l Comparative segmental data has been restated in ali cases. Net interest payable and tax on profit (loss) on ordinary activities have been allocated
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1989 1998 1897

(as restated  (as restated
- note 1) - note 1)

£m £m £m

Charged in arriving at tra.ai..f;é.profit (Ioss)

Contmumg operatrons

Ratlonahsaﬂon of operatlons

Nationai Starch, including severance costs of £8m and
asset write-downs of £26m

Paints, principally severance costs of £1 1 m (1 998 E26m} and asset wnte—downs
of £11m (1998 £27m); 1999 includes a release of £6m relating to 1998 . {32) 71N

Industrial Chemicals, including severance costs of £10m (1998 £48m, 1997 £8m),
site clearance costs of £5m {1998 £nil, 1997 £21m) and asset write-downs of

{37)

_ £nil {1988 £42m, 1997 £100m) (15} {@0) (121)
 Industriai Specialties, principally severancs osts of Enil (1998 £20m, 1997 £9m) - - (38) (22)

Quest, principally severance costs of £9m (1998 £20m) (14) 24)
(08) (223) (143)

Credited (charged) after trs;:ling profit (Ioss)

Continuing operations
Profits less losses on sale or closure of operations

Profits 174 11
i Losses ) (4) (12)
Prowsmn for losses on future sale - (40)
170 11 {52)
Fundamental reorganlsatlon costs (74)
Proﬂts less losses on d|sposal of fixed assets 20 3 31
H Amounts wntten off mvestments N (34) " ‘
Leoan arrangement fee wrltten off . b & (31)
Costs assoc:ated with unwmdmg Iong terrn swaps following Ioa;”;éfmancmg ) (54)
Drscontrnued operat.'ons o R
Profits on sale of operations o o N R h
Profits 212 244 872
Losses (4 (166) (86)
Provision for losses on futdfé éére {302)
198 78 484
Profits less losses on disposal of fixedmsssets o ' 4
Exceptional items within profit {loss) on ordinary activities before taxation 162 (169) 2093

A detailed description of those exceptional items charged in arriving at trading profit (loss) is provided in note 23.
Profits on sale or closure of continuing operations was principally the profit on the sale of Autocolor (£173m).

Fundamental recrganisation cost relates to the reorganisation of the corporate centre during 1999 as a consequence of the changing business
partfolio.

The amounts written off investrnents relate to the write-down of the Group's investment in EVC International N.V. to its market value as at

31 December 1998,

Profits on sale of discontinued operations in 1999 principally included the disposal of Polyurethanes, Tioxide and selected Petrochemicals
businesses {(£100m), the Acrylics business (£43m) and £29m arising from the disposal of the Fluoropolymers business and the Asahi-ICl
Fluoropoiymer joint venture.

Profits on sale of discontinued operations in 1998 comprised the disposal of the Group’s Teesside Utilities and Services business (£185m) and
the Melinex Polyester film business (£59m}. The losses inciude the Explosives business in Canada, Latin America, Europe and the explosives
distribution business in the USA (£44m) and iosses on the disposal of the Propafilm business.

Profits on sale of discontinued operations in 1997 comprised the disposal of the Group's 62.4% interest in ICl Australia Limited (£480m after
goodwill write-off £25my), the polyester polyrmer and intermediates business (£221m), the Canadian based Forest Products business (£66m) and
the UK based fertiliser business (£105m). Losses comprised the goodwill impairment of the Explosives business (£86m). 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 discontinued operations provision for losses on future sale charged in 1997 was a provision for losses anticipated on disposal of the Tioxide
business (£302m).

Under US GAAP, exceptional items would be included in operating income, unless they relate to discontinued operations.




Notes relating to the accounts

4 Segment information
The Group is managed in five business segments, or classes, differentiated primarily by the nature of products manufactured in each, together
with a segment for discontinued operations. An explanation of the basis on which operations are classified as discontinued is set out in note 1.

The major products of each business segment are as follows:

Business Products

adhesives, sealants, specialty chemicals, specialty synthetic polymers, specialty food and

National Starch
industrial starches, electronic and engineering materials, specialty process lubricants

Quest flavours, food ingredients, fragrances, fragrance materials

olecchemicals {process intermediates), polymers, base stocks and additives for lubricants,
personal care, industrial specialties for the manufacture of agrochemicals and coatings, oilfield
chemicals, textile auxiliaries, spin finish, polymer additives, specialty cleaning, catalyst and
supportt services, alumina fibre, silicas, silicates and zeolites

Industrial Specialties

Paints decorative paint, and coatings for foocd and beverage cans

Industrial Chemicals

Petrochemicals methanal
chlorine, caustic soda, chiorinated derivatives, refrigerants and mineral acids

polyester staple fibre, pure terephthalic acid, soda ash, agrochemicals, pharmaceuticals, rubber
chemicals, tartaric acid and explesives

Halochemicals
Regicnal businesses

The accounting policies for each segment are the same as those appearing on pages 46 and 47. The Group's policy is to transfer
products internally at external market prices. Corporate overheads are allocated to each business segment on a consistent basis over

the periods presented.
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4 Segment information {continued)

Classes of business
Turnover Trading profit before Profit before interest and taxation

exceptional items" after exceptional items*
1999 1998 1997 1999 1998 1997 1999 31998t 19971
£m em £m £m £m £m £m £m £m
Continuing operations

Specialty Products e e e T,
_ NationalStach 1,792 1646 782 20 218 11§ 193 219 116
~_Quest 676 66 1 @ 8 67 78 8 %
" Industrial Specialties 989 027 831 82 84 32 78 57 48
3,457 3,329 1,934 404 385 215 349 o884 194

__Paints 2180 2167 2170 43 1@ 180 284 57 166

Industrial Chemicals 1,858 1481 1790 @y 08§ @)y (M41) (s (192

Inter-class eliminations (28) (a1 67}
7,263 6 946 5,827 474 441 332 - ‘492 232 - 168

“ -Sales to
discontinued
operations (74} (125) {134}

7,189 6621 5683 44 3 %2 82 28 )88

Diécﬁntinued oherations '
Jotal e WS13 2886 8891 97 186 288 295 04 178
Sales to continuing - . - - o
operations {53) (201) (322)
1,260 2,465 5369 97 186 288 - 205 264 776

Share.of profits- .less losses

_ ___c_:_f__assocfates 61 3 18

8,443 9286 11,062 571 627 620 848 465 960

19990 1998 1997
£m £m £m

W’Gpodwill amt“)“rnt}saﬁon charged in arriving at tt_j__é“}és.ults _ R _— - e
_..National Starch L. L. S
1 - -

. Industrial Speciatties
Paints 16 11 -
35 23 -

t As restated ~ note 1.

Inter-class turnover affected several businesses the largest being sales from Industriat Chemicals to Discontinued operations of £67m (1998
Industrial Chemicals te Paints £64m; 1997 Industriai Chemicals to Discontinued operations of £194m).

Depreciation (note 13) Capital expenditure (note 13)
1969 1998 1997 1999 1998 1997
£m £m £m £m £m £m

é@bﬁnuing operations‘ o

_ Core operations

National Starch o - & e oom o1

Quest S B " S - S - S

Industrial Specialties 38 39 28 46 62
. 109 L6818 208
. Pants e ... o 53 43 A , 5

e strial Chaioas . — g o s T
250 L e 288 318 31 320

6igéontinuea"5perations o 65 122 481 91 163 397
315 363 769 410 554 717




|
!
!
I
{
!
!
I
I
!
I
I
I
!
!
l
i
I
. ;
j

Notes relating to the accounts

4 Segment information (continued)

Geographic areas

The information opposite is re-analysed in the table below by geographic area. The figures for each gecgraphic area show the turnover 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 fram

which those sales were made.
Turnover

1999 1998

£m £m

Continuing operations

United Kingdom

Sales in the UK

External 1,145
_ ) 1,190 983
Saleé o#erseés - '
Sales overseas e
260

9%
262
1,198

E_xternal _
Intra-Group

o LT
_ Intea-Geoup .4 36

1997

1635

1010

470

£m

1999

£m

Trading profit before
exceptional items*
1998

Profit before interest and taxation
after exceptional items™
1997 1999 19981
m £m £m

19871
£m

‘

2324 2,181

Continental Europe

275
1,511

External
Intra-Group

...USA..

External _ 2008 1,994

2%
225
e

2413

414

t2

1173 140

L S SR

() (a1

N

no MW s e

159
2,254

Intra-Group

Othér Arne.ri.cas .
R Externalw 633
Intra-Group  55: 48’

o
218

I

271

612
81

1,773

189

w72 e %

L

Coaracte
 External 11,139
e e M B

Other countries

al

Bdemal T 7

Intra-Group - -,

ws

885
6

7

&7 77

102

s % e 3

8,101
Inter-area eliminations ~ (s38)
Sales to
discontinued

operations {74 (125)

A
BTAL B

7,100

474

ey

(134)

441

332 492 ) 232 168

7189 6,821

5693

474

441

Discontinued operations 1,260

Share of profits less
losses of associates 7

2465

Amounts written off
investments

5369

a7

w6 288

492
295

232

168
264

776

61 7 3 16

- (34) -

8,449 9,286

11,062

571

627

620 465 960

* After amortisation of goodwill of £E35m (1998 £23m).
1 As restated — note 1.

Turnover by discontinued operations is primarily in the following geographic areas:
United Kingdom £322m, USA £476m and Continental Europe £357m (1998 United Kingdom £721m, USA £821m and Continental Europe £681m;

1997 United Kingdom £1,185m, USA £1,153m, Asia Pacific £1,858m).
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4 Segmentinformation (continued)
Classes of business

Total assets less

current liabilities
1959 1998 1997
£m £m £m

Co uing pé'ra ions
* Core operations
" specialty Products
NahonalStarch . .1‘531 .1'451 SR
. Que e s e e e 242 336 339
S Spacialtios ) . . . e era T e
2,541 2.461 1,946
Pamts ) . ‘ . . S 948 . 114 ?83
|ndustnal Chermcals . .. . — 803 ‘ — 8o
_ 4,292 4,343 3,571
Discontinued operations - 1691 1,961
Total net operating assets 4,292 6,034 5,532
Net non-operating liabilites ' ' 219 (1,387 (909)
4,073 4,647 4,623

Net non-operating
liabilities
1999 1998 1997
£m £m £m

Net non-operating liabilities o
e
e i o i e
_ Non-operating debtors o o 1r 10 137 134
T : e e
oSS S T et

1,106 1,129 1,663

Non-operating liabilities

(103 (1445 (1,105
(g4} (585)  (950)
(1,925)  (2516)  (2,572)

(219 (1,387) (909)

ents of loal

Non-operating creditors
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4  Segmentinformation {continued)
Geographic areas

Tangible fixed assets Total assets less
current liabilities
1999 1998 1997 1999 1998 1997
e fm £m _Em o Emo Em £m
Taﬁ'g'ible fi?'éé”aéééts;/Net operating assels ' o
Continuing operations
UhitedKfngdo'rﬁ” .. S 439 T e ;'.,.1..7.3 1136 or7
Contlnentat Europe S B S . ol oo
CUsA ' o 86t g4s 777 1272 1380 1.061
OtherAmencas o . .. e e 167 178 185 501 . 294. '516
e P”a}:ifi'c s 588 e D o7
Othercountrles I T B o ey
2,474 2,517 2,436 4,292 4,343 3,571

ot opations T
Total net operating assets ) ) S 4,292 6,034 5,532
Net non-operating liabilities S T T 21e psen @)

2,474 3,816 3,956 4,073 4,847 4,623

Total assets of discontinued cperations are primarily in the following geographic areas:

l 1988 UK £583m, Continental Europe £458m, USA £532m; 1997 UK £757m, USA £532m.

Goodwill
included above

1999 1998 1997
£m £m £m

Goodwill | | e
National Starch _ 311 311

Industrial Specialties 22 17 -
203 324 -

626 652 -

Painté

Turnover by customer location
1999 1998 1997

£m £m £m
CVOI';'(in.LIirngr opérations . -
Umtedegdom 1,313
Con.t.ineﬁtaI'Europé.'.' 7”1,627. . ) 1,410
OtherAmer;cas e+ e e o s+ s i e 684 - 721 661
A;_:,ia'Pacific s - i . e S e 1,321 - ‘.1‘02,9 B 922
7,189 6,821 5,693

D.scontmued operanons e et it i e 1‘26{) 2'465 £ 369
8,449 9,286 11,062

968

Other countries

Turnover by custorner locations for discontinued operations are primarily in the following geographic areas:

United Kingdom £298m, Continental Europe £322m and USA £422m (1998 United Kingdom £706m, Continental Europe £599m and USA £742m;
1997 United Kingdorn £1,111m, Continentai Europe £770m, USA £1,145m and Asia Pacific £1,704mj.
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\'

1997 (as restated ~ note 1)

Continuing  Discontinued

operations
£m

5693

operations

£m

Total

£m

1998 (as restated - note 1)

Continuing  Discontinued Total .
cperations cperations
£m £m £m

B

(408)

(946)

)

(344)

(697)

200
)

ey

e

(1,643)

@698 (1810

658
(564)  (198)  (760)

(68) 67 (23

{1,028) (233) (1,261)

(5,420)

(5,099)

{10,519)

{6,456) (2,298) (8,752}

64 14 78

59

18

77

76 17 a3

332

288

620

441 186 627

(175)

1738 e

5,693

@59) .
1,428

Ty
age7

(228) (2 880 .

2,123 855 .27

11062

4054

(408)

U

(989)

344)

(697)

eoan

_am

(1,686)

ey
Lo
e

e (810 657D
_eey (199

R

(66) 57 (@28)

(5,563)

(5,099)

(10,662}

52

'j3 .

65

64 14 78

59

18

77

76 17 93

189

288

477

218 186 404

. L279)

T eao .

e
1,428

(534)

3087

(64) (2 (888

T 182) (233) (1.415) l
(6,679 (2.296) (8.975)
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Tr"ading profit
1999
Continuing Discontinued Total
operations  operations
£m £m £m

Tradlng proflt before exceptlonal |terns

Turnover . . . 7189 ”1,260 . 8‘449

Operatlng costs o _ ‘ - S 7
Cost of sales {4,944) {946) (5,890)

'Dlstnbutnon costs . . . . | e e (593, (107) (700)
F\‘esearch and deveropment (157) (24) {181)

Administration and other expenses (1,059) {90} {1,149)
{6,753} (1,167} (7,820)

Other operatmg lncome
Hoya!tres

4 4
Other |ncome 34 4 38
38 ‘ 42

Trading profit 474 97 571
Tetal charge for deprectatlon and amortisation of goodwul mcluded above {254) {65) (319,\
Gross prof|t as defmed by Companles Act 1985 2,245 314 2 559

. Tradmg Profnt after excephonal ltems R

'"Tu,-noyer ettt 4 et et © o+ e s i 1 o e 4 Lot sttt e ot 7’139 1,260 . 8’449

' Operating costs

(948)  (5919)
. (1 07) 7 (720)
Research and development {29 (183)

i expenses . e et e et e et “ 107). 50 (1 o)
(6,851) (1,167} {8,018)

Cost of sales

' Dlstnbutlon costs .

Other operatlng income

Royaltles 4
Other mcome 34 4 38
38

Trading profit 376 a7 473
Total charge for deprectatlon and amortlsa'uon of goodwnl lncluded above (285} {65) (350)
Gross profn as defmed by Compantes Act 1985 2 217 314 2 531

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 ordinary activities before tax in
1999, 1998 and 7997.
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1997 008
Continuing  Discontinued Totat Continuing Discontinued Total X
operations operations operations operations
befare before
exceptional exceptional
items items
fm £m £m £m £m £m )
56 7 1. 8 '
(40} - (40) () - %
16 - 16 2 1 3 '
110 13 123 187 1 188
124 26 170 218 i 213 '
7 e R 11 2 13
152 8 160 180 2 182 o
169 12 171 191 4 195 l
303 38 341 409 5 414
(87) {3 (80} {80) 2} {82 .
216" 35 251" 325 3 332 '
* In 1997 there was an exceptional item of £31m relating to the write-off of a loan arrangement fee following the refinancing of debt raised
to finance the Speciality Chemicals acquisition, the last tranche of which was refinanced on 23 Qctober 1997. The total interest charge in 1997, includir
this exceptional cost, was £282m. '
) "1997 {asrestated- note 1) 1§.E38 {as restated - note 1)
Continuing operations Discontinued Total Continuing operations Discontinued Total
aperations operations
Before  Exceptional Before  Exceptional
exceptional items exceptional items .
items itams
£m £m £m £m _Em £m £m
B IR L N 66 M 88 206 ‘
LS T 8 @ (69) T = ©) ¥
88 (50) 7 45 (82) @an 22} {(135)
{40} (60} 130 30 {(12) 25) 39 2 '
30 16 (1 35 37 (19} (35) {17)
80 18 150 226 37 23) 41 55 l
= - - A e . - 5
24 (44) 286G 260 30 (48) 80 62 .
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7 Share of operating proflts less losses of assoc:ates "

UK and overseas taxation has been provided on the profits {(losses) earned for the pericds covered by the Group accounts. UK corporation tax
has been provided at the rate of 30.25% (1998 31%, 1997 31.5%).

The exceptional tax credits in 1998 and 1997 were in respect of the disposal and rationalisation programmes, as discussed in note 3.

The exceptional tax charge in 1999 was in respect of disposal programmes in note 3.

1999
' Continfjing Discontir!ued Total
operations  operations
before
exceptional
items
£m £m Erm
' Share of operatlng profits less losses before interestand tax - o o
" Dividend and other income - 9 - g
“Share of operattng proﬂts s Toseas bafora exceptlonal s
' 61 - 61
8 Net interest payable
Interest payable and snmilar charges
' ”“Group e e o ot e e e e
. Loan mterest e e e e e o e e oo+ L et e et et e o e e e
Bank roans 2 - 26
" Other loans 95 S 95
' 121 - 121
Interest on short-term borrowing
Bank borrowmgs 35 - 35
' ‘Other borrowings 205 - 205
240 - 240
361 - 361
' Amortisation of discounted provisions 3 - 3
Associates 29 - 29
l Interest receivabie and similar income
Group | , (102) - o
' Net interest payable before exceptional items 291t - 2011t
T In 1999 there was an exceptional interest charge of £54m relating to the costs associated with unwinding long term swaps, put in ptace at the
l Speciality Chemicals acquisition to protect the Group against the upward movement of interest rates. These hedges were no longer required as
the underlying borrowings have been repaid from the proceeds of the disposal programme. The total interest charge, including exceptional items,
was £345m.
9 Taxation on 'pfofit (loss) on b.rdinar.y”éctivit.i.é; o
l o ' ‘ - S 1999
Continuing operations  Discontinued Total
operations
Before Exceptional
. excep_tional tems
items
£m £m £m £m
. ICI 'ahrdr submdfary undertakmgs e e e e T } . | Al
l Umted Kingdom taxatlon e e e e e e . “ )
__ Corporation tax R - T -~
__Doubletaxationrelief W = -
 Deferred taxation o o o - ' - N 55 (20) {3}
I - 5 (27)
Overseas taxatlon ...... -
'  Deferred taxation - o M 3 & (10
59 10 188 255
l e T
Tax on profit {loss) on ordinary activities 66 198 159 244
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9 Tax on profit (loss) on ordinary activities (continued)

1999 B e
(as restated  (as restated
- note 1} - ngte 1}
£m £m £m

Profrt loss) on ordmary actrvrtres before taxatlon is analysed as follows
United ngdom 36 (51) 1
Overseas ' ' 435 181 661
Associated undertaklngs a2 T3 16
503 133 678

The table below reconciles the tax charge at UK corporation tax rate 1o the Group's tax on profit {oss) on ordinary activities.

Taxation charge at UK corporation tax rate (1999 30.25%; 1998 31%; 1997 31.5%) S 12 oMm 213
Movement on prowsrcns o ' ' 49 (21“) 0
T F 5 A e
Capltal gains not taxable or rolled-over T N R (11) (Zf) o {42)

) Taxable intra- GrOUp dnndend mcome R e 31 T 56 T 32
) 'Deprematlon - tax versus book 9 o (1 5-)' (1 é)
e v e e e e e e - e e (2) ; . i
b Gurrent year tax Iosses not relleved ' ' h 32 o 3 50
Prior year tax losses utn‘rsed D (21} o (29) (15)
”'Goodwrli amomsatron e e e . - . 18 5 -
ot e e e e e e e , 8) e oy (15}

Tax on profit (lass) on ordinary activities 244 62 260

To the extent that dividends remitted from overseas subsidiaries and associated undertakings are expected to result in additional taxes,
apprepriate amounts have been provided. No taxes have been provided for unremitted earnings of subsidiaries and associated undertakings
when such amounts are considered permanently re-invested, Cumulative unremitted earnings of overseas subsidiaries and associated
undertakings totalled approximately £1,164m at 31 December 1399 (1998 £3,573m, 1997 £2,467m); the remittance of these amounts would incur
tax at substantially lower than statutory rates after giving effect to foreign tax credits.

Deferred taxatlon o
The amounts of deferred taxation accounted for at the balance sheet date and the potentrai amomts of deferred taxatron are dlsclosed below

Group Company
1989 1858 1897 1999 1998 1887
(as restated (as restated
- note 1) = note 1)
£m £m £m £m £m £m
Tlmlﬂg differences on UK capltal allowances and deprecratlon 29 180 213 2 65 7 68
Miscellaneous timing differences (80) (146) {20) (14 (37 25
{51) 34 193 (12) 28 93

Not accounted for at balance sheet date

Tlmlng d|f‘ferér1'ces on UK cap:tal allowances and deprecmtuon" - - - - -
Miscellaneous tlrrung differences o 42 T 100 Te0 - - -

42 109 90 - - -
Fuil potential deferred taxation (9} 143 283 (12) 28 93




l Notes relating to the accounts
s e
9  Taxon profit (loss) on ordinary activities (continued)
‘ Deferred taxation
Deferred taxation accounted for in the Group financial statements and the potential amounts of deferred taxation were:
1929;: 195:
Deferred tax Ilabllltnes ' o
' UK flxed assets 28 180
Non UK flxed assets S 237 336
Others s 200
' 594 716
Deferred tax (assetsi
Restructuring provisions - I ' (66) (36)
' e . o e
Employee liabilities oy (90)
Business p provusuons o (52)” '(53]
.Inter-company mventory transfers ' ' (1) ' ' "'{2)
Ston vaation e e e s . (7} '('é)
. Provisions on disposa of businesses (1375 o 7(73]
lmangnbles {29) (45)
" Other (121 (1a4)
(603) {573)
Full potentlal deferred tax prowsmn/(asset) (9) 143
Not accounted for at the balance sheet date S (42) o (109)
Deferred tax accounted for at the balance sheet date {51} 34
Analysed as:
Cunent (38) s
Mooy 7 “3) e
{51} 34

Under UK GAAP, deferred taxes are accounted for 10 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 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 10 net incorme and net equity fo conform with US GAAP are disclosed in

note 43.

10 Dw|dends e e e e it ot s s

1999 1998 1907 1999 1908 1e97

Pence per £1 Ordmar}' Share Em £m em

Interim, éid éibctober 1999 125 125 125 91 91 o
32.0 320 32.0 233 232 © o232

No withholding tax is ceducted fram payments to UK residents. However, the sharehoidet, when receiving a dividend, receives an imputed tax
credit against his personal tax liabifity. With effect from 6 April 1999 significant changes were made to the mechanisms for taxing UK resident
individuals on dividends from UK companies. The Company is no longer required to pay Advance Corporation Tax to effectively compensate the
UK tax authorities for imputing a tax credit to shareholders. The level of tax credit has been reduced to one-ninth of the amount of the dividend.
This credit satisfies the tax liability of shareholders who are not subject to tax at rates higher than the basic rate. To the extent that shareholders’
income exceeds the basic rate limit a further liability equivalent to 25% of the dividend received will be due. The first 1998 interim dividend was
paid as a Foreign income Dividend {as was the 1997 dividend) with no attaching tax credit although a UK individual sharehoider had no fiability to
tax on the dividend at the basic rate of income tax. The second 1988 interim was paid under the regime described above.

[
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11 Earnlngs {Ioss) per 5:1 Ordlnary Share o -

{égé"” e+ e

Continuing Oiscontinued
operations
£m

operations
£m

Net proflt for the fmanma[ year before exceptlonal items

Exceptlonal items after tax and minorities

168

B

fotal
£m
2
20

Net profit for the financial year

116

136

252

Weighted average Ordinary Shares inissue duringyear

Weighted average shares held by Group's emplioyee share ownership plan

million

R
U]

million

728

milion
728
{7

721

Basic weighted average Ordlnary Shares in issue duringyear 72

Dllunve effect of share options

721

721

2

5

2

Diluted weighted average Ordinary Shares

723

723

723

ééﬁge?m”Q§PQrg1Qp$h¥iéhé¢,"W_"mmmwmm,ww.,mm"HWHWMWWMWWMWWWWAW"WWWMHWWMMW

before exceptional items

pence

B

pence

}ib.“HMm“m

pence

32.2

after exceptional items

161

18.9

35.0

Dited BamINgs per NIy Oare e e e e

before exceptional items

23.2

8.9

3241

after exceptional items

16.0

18.9

34.9

1998 (as restated - note 1)

NEt proflt fOf the flnanClaI year before EXCEDfIOHa‘ |tems S

Except1onal iterns after tax and minorities

tm

e
(191)

£m

53

R

em
221
{138)

Net profit (loss) for the financial year

(97)

180

83

We|ghted average Ordlnary Shares m issue durlng year

Weighted average shares held by Group s employee share ownership plan

million

728

million

728

milliort

728

(4)

@

{4)

Basic weighted average Ordinary Shares in issue during year

724

724

724

Dilutive effect of share options

2

2

Diluted weighted average Ordinary Shares

726

726

726

pence

pence

pence

Basic camings (loss) per £1 Ordnary Share

before exceptional items

13.0

17.5

30.5

after exceptional items

(13.4)

24.9

11.5

Dilsted earnings (loss) per £1 Orciinary Share

before exceptional items

12.8

17.5

304

after exceptional items

(13.4)

248

11.4

1997 (as restated note 1)

Net pmﬂt for the ﬁnanc1al year before exceptlonal |terns
Exceptlonal |terns aﬂer tax and mmorltles

£m

104
(151)

€m

196
280

_tm
240
129

Net profit for the financial year

(47)

416

369

Welghtedaverage Ordinary Sﬁéres' in issue during yéar

Weighted average shares held by Group’s employee share ownership plan

727

727

o

million millian

milion
rer
&

Basic weighted average Ordinary Shares in issue during year

725

725

125

Dilutive effect of share options

3

3

3

Diluted weighted average Ordinary Shares

728

728

728

Basu; eammgs per 91 Ordmary Share e s e 1 1 R

before exceptlonal items

pence pence

pence

14.3

18.8

331

after exceptional iterns

(6.5)

574

50.9

Diuted earnings per £1 Ordinary Share

before exceptional items

33.0

after exceptional items

6.4

57.1

50.7

There are no options, warrants or rights outstanding in respect of unissued shares except for the share option scheme for emplayees {note 24).
Earnings per £1 Ordinary Share hefore exceptional items has been calculated to show the impact of exceptional items as thase can have a

distorting effect on earnings and therefore warrant separate consideration,

!
!
!
'
'
!
'
'
i
|
!
I
!
I
'
!
'
I
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Group

Cost

Ai'beginnin'g‘;‘b'f-year S L . -
Aéquisitions ; e e et
Eiahange adjuéi}ﬁents R . e
At end of year 684
Amortisation

~ 'beg'ir'mi'ng ofyear e e e e -
Chargefor year e e i S . R e a5
Atendofyear ettt e+ e e e N e o e i e R —
Net book value at end 1999 826
Net book value at end 1998 852

Substantially all of the Group's goodwill arose on the purchase of Acheson industries Inc. and of the European Home improvement business of
Williams PLC in 1998. The Directors estimate that the useful economic life of this goodwill is at least 20 years and it is amortised over 20 years
in accordance with FRS 10.

13 Tangible fixed assets

Land anrzr:ir o Plant and Payménltg or| o Totai
buitdings equipment  account and
assets in
course of
construction
£m £m £m £m
Cost
At beginning of year _ _ 1,138 5,366 454 6,956
= éﬁbsidiary' undértakings e e e c P e 8
Capital expenditure B e | e 410 410
Transfers of assets into use 56 353 (409)
E>'<E'hange adjué?rﬁents o " ' {12) (4"‘5) R (56)
bi'éposals and other movements ' " (1§7) (2,56:1) {1 66) (2,927)
At end of year 988 3,112 291 4,391
Depreciation
At the beginning of the year' " 331 2809
Charge for yea'u"” 7 47 268 5
Exchange adjustments W(If) ' "(72'3'0) o (37)
bi'sposals and other movements ‘ (1 36)'" {1,365) - o (1,56'1")
At end of year 235 1,682 1,917
Net book value at end 1999 783 1,430 291 2,474
Net book value at end 1998 _ 805. 2,557 454 3,516

The Group depreciation charge of £315m, shown above, comprises £284m charged in arriving at trading profit and £31m charged tc exceptional
itemns, within trading profit, relating to impairments.

Capital expenditure in the vear of £410m includes capitalised finance leases of £.5m; creditors for capital work done but not paid for decreased
by £23m; the resulting cash expenditure on tangible fixed assets was £428m.

The net book value of the tangible fixed assets of the Group includes capitalised finance leases of £11m (1998 £18m) comprising cost of £15m
(1998 £24m) ‘ess depreciation of £4m (1998 £6m). The depreciaticn charge for the year in respect of capitalised leases was £2m (1998 £3m) and
finance charges were £1m (1998 £1m).

Included in land and buildings is £192m (1998 £212m) in respect of the cost of land which is not subject to depreciation.
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13 Téﬁéible fixed assets '{continueci:)

Land and

Plant and Payments on

buildings equipment

£m

Cost

account and
assets in
course of
construction
m

£m g

Total

£m

At beginning of year 55
6apital e;benditure """
'T"ransfers' of asséié into use 1
Transfers (to)/from subsidiary undertakihgs (7)
Disposals and other movements (21,\" ' (450) - (6) - (47'7)
At end of year 28 149 12 189
Depreciation
At beginning of year o8 312 340
Transfers (to)/from subsidiary undertakings 4) (4) @)
Charge”for yearr 1 24 25
Disposais and ather movements (12) (2200 (232)
At end of year 13 112 125
Net book value at end 1988 15 37 12 64
Net book value at end 1998 27 246 47 320
Group Company
1999 1998 1999 1998
£m £m £m £m
The net book value of land and buildings comprises:
Freeholds Dyt as e e e 15 — 5
Long leases (béer 50 yéars une: pired) o 46 - -
Shortleases Bttt o . : -
753 15 27
‘Iﬂéwllr:l.vestme‘nts in subsidiary undéﬁakings
- ” ' Shé;es Lo:ans Totai
£m £m £m
T S h
Atbeginning of year 7,631 2951 10,582
New in&ééi;r';.éﬁts/new loans - 846
Disposals/ioans repaid/transfers (780)  (1,470)
Exchanéé adjustmeh"fé 16 20
At end of year 7,791 2,187 9,978
Provisions
At beginning of year ' (556) Ty s
Exchange aditlj.stmentsm (5) - — {5)
Disposals/loans repé'idftransfers 375 - 375
At end of year (186) M (187)
Balance sheet value at end 1899 7,605 2,186 9,791
Balange sheet value at end 1998 7,075 2,950 10,025
Cost includes scrip issues capitalised £1m (1998 £1m}.
1999 19498
- £m £m
Shares in subsidiary u;i'dertaki'ﬁgs whiéh are listed invééﬁﬁents o
Balance sheet value R 4 4

Marketr value

56

The Company’s investment in its subsidiary undertakings consists of either equity or long-term loans, or both. Normal trading balances are

included in either debtors or creditors. Information on principal subsidiary undertakings is given on page 99.
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Associates Other investments Total
Equity  Non equity l.oans Oown* Other Loans
accounted shares shares shares

shares
£m £m £m fm m £m £m

Group o

Cost. e e e e e e et e e e e . |
Disposalsangrepayments . & ®© 3 o e B 689
Reclassmcanons - 7 7 h 7 i 2 - “(T) o 8 o 74 ‘ 7
Exchange ad]ustments o e e i .....‘.(5.) e S 0 . . - . (15) .. ...(..21)
At end of year 40 1 150 54 107 ~ 352
Share of post- acqulsmon reserves less Iosses e
Atbegining o year R
Exchange ad|ustments (5) “ . (5
At end of year 26 26

!

Prowstons ] .
At begmnmg of year . - (1) e
Exchange ad[ustments e e
At end of year - 1)
Balance sheet value at end 1999 66 - 150 54
Balance sheet value at end 1998 ) & L 62 S S KA

D R

- - (85) - (86)
22 - 292

008 e e e e e
Listed investments ~ ~ balance sheet value ) 7 7 ) 7 b4 oo 65
-market vatue - e 3§ - 9 - 7 - 47

1998 -
L|sted mvestments o

—market value ] 32 11

43

“Own shares reiates to 5 8m {1988 6.2m} shares of the Gompany held by Impkemlx Trustee L|m|ted a Group subsmhary company for the
purposes of the Group's employee share ownership plan.
The fair values of the investments which are not listed, are not materially different from their carrying values.

The Group's principal associates are as follows:

Issued share and loan capital at date of  Held by ICl Principal activities
latest available audited accounts
Class of capital £m %

1€ Insurance Lid Ordinary 20 49t Insurance and reinsurance underwriting

England

Huntsman ICI Holdlngs LLC Membership * 301 Manufacture of speciaity and commadity chemicals:

USA units (voting) polyurethane chemicais, propylene oxide, petrochemicals
and tutanlum dlomde

Phillips-imperial Petroleum Ltd Ordinary - 50t Refining crude oil and marketmg petroleum products
England

1 Held by subs;dlanes * Incorporated 23 March 1999
The country of reglstrahon or incorporation is stated below each company. The principal operations of IC Insurance Ltd and Phillips-Imperial
Petroleum Ltd are carried out in the UK and those of Huntsman ICl Holdings LLC in the USA and Eurcpe.

Shareholding tights and restrictions

Huntsman ICl Holdings LLC
Under the terms of the limited liability company agreement for Huntsman iCl Heldings LI.C (HICI'), Huntsman Speciaity Chemical Corporation

(HSCC) has the option to purchase, and 1C! has the right to require HSCC to purchase, IC!'s 30% interest in HICI between 30 June, 2002 and

30 June 2003. The exercise price for each of these put and call options will be based partially upon an agreed formula and the parties' agreed
value of the Company's businesses or based upon a third party valuation at the time of the exercise of a put or call option. If the put or call
option is exercised and HSCC does not purchase ICl's interests in accordance with the terms of the put and call option, then ICI has the right to
selt its interest in HIC! in a public offering or a private sale and, if the proceeds of the sale are less than the put or call aption exercise price, ICl
has the right to require HSCC to seli, for the benefit of ICI, sufficient equity interests in HICI owned by HSCC as are necessary to provide IC] with
proceeds equal {o the shortfall.

During the period prior to when the obligations relating to these put and calt options have been satisfied or have expired, there are constraints on
members of HICI transferring any interest in HICI to third parties without the consent of other members.

' The above investments included;
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15 |nvestments |n partuclpatmg and other mterests (contmued)

The Group’s share of the turnover of its equity accounted associates was £701m (1998 2286m) The Group s share of the assets and hablht:es of

associates comprised:

1999 1998
£m £m
leed assets 733 . 91
Current assets R 377 130
Cr ditors due within one year . .
] Ldans and short term borrowmgs 68 62
_ Other 223 69
Credltors due only after more than one year
Loans 563 19
COther 71 2
1999 1998
£m Em
Loans or mstalments thereof and short- term borrowmgs are repayable as foflows;
After 5 years from balance sheet date 455 -
Fromd -5 years 27 -
~ From 3 -4 years ' 25
From2 -3 yeers ' 23 16
e 2years S e 5
Total due after more than one year 563 19
' Total due within one year 68 62
&3 81

Total loans and short-term borrowings

Restrictions on distributions

There are no significant statutory or contractural rights on the distribution of current profits of associates.
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15 |nvestments ln partlclpatlng and other mterests (contlnued)

Associates Other Total
Shares  investments
Shares

m £m £m

Company
Cost
At the beglnnlng of year e e e e s e
D|sposals e e e e e e (4.) R
Exchange adjustments LR (,1,5) B — 5)
At end of year

Provnslons

At the beglnnmg I fyear S

é)“(change adjust“fﬁér}t“é‘
At end of year

Balance sheet value at end 1999
Balance sheet value at end 1998

- balanc eet value

L T R G
e S S
T e | R

Group Company
1999 1998 1999 1998
m £m £m £m

Stocks i m process 17 15 1 1
a0

Finished goods and goods for resale 511 727 21
853 1213 27 62

17 Debtors

Group Non-operating debtors Company
included in Group
1599 1998 1999 1998 1998 1998
£m £m £m £m £m £m

Amounts due within one year

nounts du | iz
doubtful accounts (80) 87 - -

1,115 1,386 16 38
T e By SR SRR T T e e e e
s v by asincites e e o i e P e S
Prepatd pensmn CDStS o . R 7
S~ S SN A S

Less: amo

6‘t'herrprepaymelr;is andaccruedincome 99 145 23 15 4 58
Other debtors 82 296 - - 16 10
1,423 1,954 136 137 2,878 2,587

Amounts due after more than one year
Prepald pensnon costs ST e T gy - e i T o0

647 408 14 - 269 247
2,070 2,360 150 137 3,247 2.834

Under US GAAP, the amounts due after more than one year would be shown as non-current,
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18 Current asset investments and short-term dépbsits

Gmup e ....Cc."h‘.)any
1999 1998 1999 1998

£m £m £m £m

L|sted mvestments 139 48 - 7 -
Unllsted :nvestments and short term dep05|ts 255 407 - -
394 455 - -

Included in cash and cash equwalents 184 242 - -
Market value of listed mvestments 139 48 - -

Included in unlisted investments and short-term. deposats and cash are amounts totallmg 2147m (1998 21 88m} held by the Group’s insurance
subsidiaries. In 1898 £12m {1998 £36m) was readily available for the general purposes of the Group.

The management of current asset investments is discussed in note 40.

18 Short-té'rm borf&ﬁiﬁgs

Group Company Average interest rate - Group*
1999 1998 1999 1998 1999 1998
£m £m £m £m % %
Ba kborrow"]gs . L e
Securéd
by flxed charge . e e e e e e i e e . - E i
by ﬂoatmg charge ' ' e 5 a0 Tt
Unsecured T ’ G 5 R
73 119 - - 6.1 10.3
Other borrowings (unsecured) 29 1,326 - 62 64
102 1,445 - -
Maximum short-term borrowings outstanding during year 2,279 1,445 _ — e

* Based on borrowings outstanding at 31 December.

Various short-term fines of credit, both committed and uncommitted, are available to the Group and are reviewed regularly. 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.

20 Other creditors

. " R o - Group - Non-operating creditors Compéﬁ&
included in Group

1999 1958 1989 1998 1999 1998
£m £m £m Em £m Em
o yea;................ o
i sreditors e i AT 8 41t 8 it e et “aa 1070 . F7R 82
Amounts owed to subsud|ary undertakings S S 6,749 6,995
Amounts owed PR e e o i e " e - o
Corporate taxation o 332 223 332 223 119 120
Vol s ard parol taxes and soclal securny‘ S 30 5 i
Dl\ndends to Ordlnary Shareholders o o 142 141 14é ) 141 142 141
éHJlronmental Ilabmtles - o 1 12 2 2 - -
Accruals o 445 " 376 86 91 20 34
Other creditors;:" h . 385 503 14 29 40 40
2,157 2,356 576 486 7,124 7.421

n__l\mounts due after more than one year
C porate taxation 2 1 -

Amounts owed to sub5|d|ary undertaklngs 1,250 2,774
Environmental Isab:l|t|es - o 6 s 4 4
Borgio oo e e e e - -
Other creditors” 52 32 T2 e

71 55 1,256 2,784

" Includes obligations under finance leases (note 36).
Under US GAAR provisians for liabilities and charges {note 22) would be shown under other creditors — amounts due after more than one year,

[o})
|
| o
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21 Loéns

Group Company
1989 1998 1999 1988

Repayment
dates £m £m £m £m

Secured loans

Usdobs 000206 & 25
Tawanesedols 7 aeoum00m - s

Other currencies o ' - ' 2000/2004 86 89
Total secured 92 119 - -

_Secured by fixed charge - bankloans L. S S
13 27

] - other ] - ]
"'Securedmb'\}‘f!'oating charge — bank loans o 1 7
Unsecured Ioans
Sterlmg
93/4% nd 10% Bonds ) . e et e e e 2003/2005 R R
“7625% Bonds e e e o 2007 e g R .
5.635% to 7.65% medium-term notes 2000/2003 130 121 5 -
 Variable rate medlum~term notes ' 2000 -z ) 127 ‘ 27 -

" Others " " 20002003 42 63 13
696 808 245 342

US doltars
87/,3% Debentures et S . e T s
. 50 0 8 g% medlum rerm notes e e i siomone T e TS
! ‘/Q%Notes . . 5560 sae T T

6%2% Notes - -

S Notes : 2004 464

7% Notes ' 2007 155
63/4% Bonds et e e e e e “aos ' e
Varabie rato medlun*f:ferm notes — e e S
Variable rate medlum-terrn notes - 2o00/2003 180 200 36 © 87

~ Others o 2000/2008 108 170 - 9

1,981 2,353 36 377
German marks (variable rate) 2000/2002 - 40 - -
Gy o e g e s o o
Yotal unsecured 2,820 3,359 343 853
Total loans — excluding financial derivatives , 72 g12 3,478 343 853

Financial derivatives (1 3) 61 12 -
Total loans 2,899 3,539 355 853

An analysis reflecting the effects of financial instruments on the Group’s borrowings at 31 December 1929 is set out in note 40.

The following analysis reflects the effects of financial derivatives on the Group’s borrowings at 31 December 1999,
Betore After
financial financial
derivatives derivatives
£m £m

Ster"“g e e - _ o " 696 252
US douars and US dollar related currencxes - - _ 2,075 1,755

Euro and Euro related currenmes 70 657
Japanese yen o R ' ' ' 71 235
2912 2,899
leed rate loans 2,718 424
Floatmg e o e e B SR 5 475

The secured debt referred to in this note and the secured short-term borrowings referred to in note 19 were secured by property, plamt and other
assets with a net book value at 31 December 1989 of £319m.
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21 Loans (ccntinued) ' .. - !
Group Company
1999 1998 1999 1998

Loan maturities £m £m £m £m l

nts thereof are repayable:

) AfterS years frorn bafance sheet date S l . ) 125 o 713

" From 2 o 5 years 175 265

57 43 .

From 1 to 2 years
Total due after more than one year 357 421 7

Total due within one year 41 a7
398 508 - -

Other Ioans
Loans or nnstalments thereof are repayable: -
Afters years from batance sheet date - - . 613 1068 100 ——
From 2 to 5 years - ' 1080 0 794 120 141

From 1 to 2 years 192
Total due after more than one year _ 1,895_ 2,5@3 247 360

Total due W|th:n ane year 606 498 108 -";193
2,501 3,031 355 853

Total loans
Loans or mstalments thereof are repayable:

After 5 years ff'OI'T[ balance sheet date I 738 o T 781
164

667
| 2%8
714

From 4 to 5 years

From
From

From 1 to 2 years
Total due after more than one year 2,252 2,954 247 360

Totai due W|th|n one year 647 585 108
2,899 3,539 355 853

Aggregate amount of loans any instalment of which falls due after 5 years 793 1,266 100 160

nd charges 7

Deferred Untunded Emplayee Envirgnmental Disposal Restructuring Other Total
taxation pensions benefits provisions provisions provisions provisions
{ncte 38) (note 23) {note 23)
em £m £m £m £m £m £m £m

22 Prowsmns for Ila-

Group
At the beginning of 1999 34 256 248 82 421 176 223 1,440
Proftt and loss account 22 21 20 7 . DL 699

oy em o es 6 619

Cor becommg payable L 7('267)
Movements due O s A

to acqutsmons and dlsposals I (93) (13) S (28)— e
Exchange . movements“ e S (22) e ,.....‘.‘.(5) e (2) - (7) 13 2
At end of 1999 - 216 229 71 600 215 125 1,456
Company
At the beglnmng of 1999 o 28 S S

Proflt and Ioss account - - _ _

oo e s

63 11 288
Net amounts pald or becommg current ~ - - - {13) (11) (147)

MOVements due to acqwstrons

@

and dlsposals — (42.) S L
Exchange and other movements 14+ - - - 2) - - Y
At end of 1999 - - - - 253 50 18 an

" Deferred tax asset balances are disclosed in note 17.
Under US GAAP provisions for liabilities and charges would be shown under other creditors (note 20).
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Disposal provisions Restructuring provisions

1999 1998 1997 1999 1998 1997
(as restated  (as restated as restated  {as restated
- note 1) - note 1) - note 1) - note 1)
£m £m £m £m £m £m
Atbeginning of year a2 - 191 71 108
éxceptiqééll‘it‘ems beforeﬂtax 7. R, e L .7
Ratié)ﬁélisation of 6ﬁl§r§tions (note 3y - o o - R - 98 223 ‘ 143
Fund.éfnéntal recrgahisation CdStS [note 3) ‘ . - R — o = 74 - o -
* Profit and loss account 515 406 245 - -
Asset writé:a'ﬁ's” thuie - e . (27)_ us) 31 (35) S (105)
Amounts paid B - (02 (158 (25 (93) 8 (72
Exchange and other adjustments ' @ 9 (©) @ ©) e
At end of year 605 421 162 237 191 71
Provisions . . .. a2 .. le2 215 176 63
Credit;),;g . s - 5 i e 2 .5 e .
605 421 162 237 191 71

Comprising ) o o
é.é;'éfahbe costs o . - . 7 132 o 192 .... N 7 79 116 _ 105 _ .8
Other o 473 2é9 ‘‘‘‘‘ 83 121 86 63
605 421 162 237 191 71

Disposal provisions
As outlined in Management's Discussion and Analysis, IC) commenced reshaping its portfolio of businesses in 1927 consistent with plans to
focus its resources on Specialty Chemicals. In pursuit of this strategy the Group has announced that it intends to divest most of its Industrial

Chemicals business.

1997
In the period from July 1997 to 31 December 1997, the Group disposed of the following major businesses:

) 62.4% ordinary shareholding in ICI Australia Limited

In July 1997, the Group's 62.4% ordinary shareholding in 1CI Australia was sold by means of a global public offering, Provision was made for
expenditure of £17m in respect of centain separation costs associated with the Group’s Paints, Explosives, Industrial Specialties and
Polyurethanes businesses which had operations in Australia. These provisions had been fully utilised by 31 December 1998.

(i) Polyester polymer and intermediates business excluding operations in Pakistan

At the end of December 1997, the Group sold its polyester polymer and intermediates (PTA and PET) interest in the UK and USA, and its 70%
shareholding in a PTA joint venture in Taiwan to DuPont. Provisions of £226m were set up in respect of termination costs (£83m), asset
write-downs (£35m), pension costs relating to employees transferring to the purchaser (£26m), site ¢losure {£17m) and other exit related costs
{£65m). During 1999, revisions were made to the estimated costs from this disposal resulting in £39m of provisions being released and £27m of
further costs being provided. The net effect of these revisions was a credit to exceptional profit of £12m. At 31 December 1999, a total of £65m
remained to be spent mainly on termination costs (£33m) and long-term residual costs (£13m). With the exception of the long-term residual costs
the provisions are expected te he mainly utilised by the end of 2000.

(i} Other disposals

The Group also divested its Canadian based Forest Products and UK based Fertiliser businesses. Provisions of £97m were raised for these two
divestments, comprising termination costs (£20m) for 135 employees, asset write-downs (E14m), environmental clean up costs (£10m), pension
costs relating to employees transferring to the purchaser {£41m) and other costs (£12m). During 1999, revisions were made to the estimated
costs from these disposals resuiting in £8m of provisions being released and £10m of further costs being provided. The net effect of these
revisions was an exceptional charge of £2m. Provisions remaining at the end of 1299 relating to the Forest Products and Fertiliser divestments
totalled £37m principally comprising termination costs (£4m) for 28 employees yet to be terminated, environmental and site Clearance costs
(£14m) and long-term residual costs (£10m). With the exception of the long-term residual costs and environmental costs the majority of the
provision is expgcted to be spent by the end of 2000.

The 1997 disposal provisions were raised prior to the adoption of FRS 12 Provisions, Contingent Liabilities and Contingent Assets. Under FRS 12
£1071m of these provisions have been restated and recognised in 1998.

1998
In the period from 1 January 1998 to 31 December 1998, the Group disposed of the following major busingsses:

(i) Explosives operations in Canada, L.atin America and Europe, and the explosives distribution business in the USA

in Aprit 1998, the Group sold its expiosives operations in Canada, Latin America and Europe and the explosives distribution business in the USA
to Orica Limited. Provisions of £90m were set up in respect of environmental remediation (£12m), site clearance (£8m), termination costs (E9m)
and other costs (£60m). At 31 December 1999, £26m remained to be spent mainly on environmental remediation and other costs. With the
exception of environmental costs the provisions are expected to be utilised by the end of 2000.
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23 Disposal and restructuring provisions {continued)

Disposal provisions {continued)
{ii) Polyester filrm business

In January 1998, the Group sold its polyester film business to DuPont, Provisions of £72m were set up in respect of termination costs (£22m),
pensicn costs relating to employees transferring to the purchaser {£20m), corporate relocation (£9m) and ather costs (£21m). During 1999,
revisions were made to the estimated costs from this disposal resulting in £3m of provisions being released and £3m of further costs being
provided. At 31 December 1999, £29m remained to be spent mainly on termination costs (£10m), corporate relocation (£3m) and long-term
residual costs (£9m). With the exception of the long-term residual costs, the provisions are expected to be utilised by the end of 2001.

{iii} Other disposals

The Group also divested its Propafilm oriented polypropylene films business, its Methylamines and derivatives business and its Teesside Utilities
and Services business. Provisions of £133m were raised for these three divestments comprising termination costs (£46m} for 440 employees,
pension costs refating to employees transferring to the purchaser (£32m), environmental remediation {£14m]) and other refated costs (E41mj.

During 1999, revisions were made to the estimated costs from these disposals resuiting in the release of £4m of provisicns as an exceptional
profit. At the end of 1989, provisions unspent relating to the Propafilm, Methylamines and Teesside Utilities and Services businesses totalled
£63m principally comprising termination costs (£24m) where some 200 jobs are still to be terminated, and environmental remediation costs
{£14m). With the exception of the environmental remediation costs the balance of these provisions is expected to be spent by the end of 2000.

The 1998 disposal provisions were recognised in accordance with FRS 12 and hence no restatement applies.
1999

In the period from 1 January 1998 to 31 December 1999, the Group disposed of the following major businesses:
(i) Polyurethanes, Tioxide and selected Petrochemicals businesses

In June 1999 the Group sold its Polyurethanes, Tioxide and selected Petrochemicals businesses (aromatics, hydrogen and North Tees Logistics
businesses, together with the Olefines supply business) to Huntsman ICi Holdings LLC. Total provisions charged were £312m mainly in respect of
termination costs (£38mj) for 360 employees, pension costs relating to employees transferring to the purchaser (£35m), transaction costs (£42m},
separation costs (£23m), IT related costs (£26m), site clearance costs (£13m), asset write-downs {£13m) and long-term residual costs (£91m). At
31 December 1999, £220m remained to be spent principally comprising termination costs (£30m) where some 280 jobs are still to be terminated,
pension transfer costs (£6m}, transaction costs (£13my}, separation costs (£19m), IT related costs (£19m), site clearance costs (£13m} and long-
term residual costs (£91m). With the exception of the jong-term residual costs, the provisions are expected to be utilised by the end of 2001.

(it Automotive Refinish Business

The Group sold its automotive refinish business outside the Indian sub-continent to PPG Industries. The sale of the business in Europe and the
Americas was completed in July 1999 and the sale of the Asian business outside the Indian sub-continent was completed in December 1999,
Total provisions charged were £90m including termination costs (£6m} for 220 employees, pension costs relating to employees transferring 1o the
purchaser (£21m), transaction costs (£13m), asset write-downs (£12my}, separation costs (£6my) and IT retated costs (£5m). At 31 December 1999,
£49m remained to be spent mainly on termination costs {£6m) where some 170 jobs are yet to be terminated, pension transfer costs (£7m),
transaction costs (£6m), separation costs (£6m) and IT related costs (£5m). The majority of the provisions are expected to be utilised by the

end of 2001.

(i)} Acrylics Business

In Novermber 1999 the Group sold its Acrylics Business to Ineos Acrylics Ltd. Total provisions of £76m were set up, including termination costs for
45 amployees (£5m), pension costs relating to employees transferring to the purchaser (£25my), transaction costs (£18m), IT related costs (E7m)}
and long-ferm residual costs (£10m). At 31 December 1999, £55m remained to be spent principaily on termination costs (£4m) where some 28
jobs are still to be terminated, pensions transfer costs (£13m), transaction costs (£14m), IT related costs {(£7m) and long-term residual costs
(E10m). With the exception of the long-term residual costs, provisions are expected to be utilised by the end of 2001,

{iv) Other disposals

The Group also divested some smaller businesses including Fluoropolymers and Ethylene Oxide. Provisions of £63m were raised for these
disposals including termination costs (£11m) for 110 employees, pension costs associated with employees transferring to the purchaser (£8my),
site clearance costs (£9m) and long-term residual costs (£12m). At the end of 1999, unspent provisions relating to these disposals totalled £48m
principally comprising termination ¢osts (£9m) for 69 employees, pension transfer costs (£6m), site clearance costs {£9m) and long-term residual
costs (£12m). With the exception of the iong-term residual costs these provisions are expected to be spent by the end of 2001.

The long-term residual costs noted above arise directly from the disposals and comprise pension administration, environmental, site maintenance
and related administrative costs.

Restructuring provisions

1997

In 1§97, the Group undertook a series of actions across its portfolio, including projects to improve parts of the Specialty Chemicals businesses
acquired from Unilever including integration opportunities identified after acquisition. The projects comprised:-

Quest — nine programmes worldwide to reduce Quest's cost base and improve its organisational effectiveness including the closure of plants,
restructuring the Businesses and rationalisation of administrative activities.

Industrial Chemicals ~ projects comprised of:

Restructuring of electricity and steam supplies at the Group's Runcorn site
Restructuring the administration and overhead of the Group's Chlor-Chemicals business
impairment of assets of Chlor-Chemicals business

The Chlor-Chemicals business operated at a loss and with a negative cash flow during 1997. An assessment of the economic value of the
business based on projected cash flows indicated that the carrying value of the fixed assets of the business was not justified and a write-down
of £100m was made.
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Restructuring provisions (continued)
Industrial Specialties ~ during late 1997 the Group undertook a programme to integrate ICl's existing businesses together with the acquired
Unilever businesses in the areas of:

European surfactants
Catalysts
Lubricants

The business alse implemented ¢ertain environmenta! remediation work.

The total exceptional provision before tax of £202m was charged against 1997 trading profit of which £63m refated to anticipated terminations of
621 employees, £105m for asset write-downs, £24m for site clearance and £10m for other costs. These provisions were charged prior to the
adoption of FRS 12. Under FRS 12, £143m was chargeable in 1987 and £59m has been restated and recognised in 1998.

At 31 December 1998, £58m of this provision remained unspent principally being £8m of termination costs relating to 50 employees and £12m for
site clearance and closure. With the exception of the restructuring of electricity and steam supplies at Runcorn, provisions are expected to be
spent by the end of 2000. Provisions for restructuring electricity and steam supplies at Runcorn are expected to be spent by the end of 2003.

1998
In 1998 the Group undertook a series of further rationalisations across its portfolio comprising:
Faints - the Paints Business commenced three restructuring programmes:
In the USA, a project was implemented to downsize operations te align capacity to market demand including plant closures, closure of stores

and warehouses and reduction in corporate research and central administrative functions.

In Europe, the European Home Improvements business of Williams, which was acquired in the year, was integrated with existing ICI operations
with the closure of duplicate facilities.

In Asia Pacific, the Business restructured in reaction to the economic crisis with the closure of its Philippines operations and a territory-wide

UK site infrastructure and a downsizing of operations in Latin America, {particularly Brazil, in line with market demand). Other restructuring by the
Business comprised further integration costs for the surfactants, lubricants and catalysts activities.

industrial Chemicals ~ restructuring inciuded:;

The Klea business operated at a loss in 1998 and at the end of that year it was forecast that its UK assets would generate insufficient cash flow
to justify their carrying values. An asset impairment of £42m, before tax, was recognised in the year as an exceptional charge against trading
profit.

The Chlor-Chemicals business continued to operate unprofitably in 1998, A project to reduce the business's cost base by restructuring
Research, Technology, Engineering and Manufacturing was instituted.

The total exceptional provision hefore tax of £164m for these restructuring programmes was charged against 1998 trading profits of which £68m
related to anticipated terminations of some 1,700 employees, £36m to asset write-downs and £60m for other costs including £27m for provisions
against assets and £6m for site clearance and closure, The 1998 restructuring provisions were in accordance with FRS 12,

At the end of 1999, £52m of these provisions remained to be spent including £38m of termination costs in respect of some 400 employees. The
provisions are expected to be spent mainly by the end of 2000.

1999
In 1999 the Group undertook a series of restructuring actions across its portfolio affecting the following segments:

{iy National Starch - reorganisation of adhesive production facilities in the USA and Europe, the reorganisation of certain Specialty Synthetic
Polymers operations in the UK and the Netheriands and four smalter restructuring projects in the Adhesives and Electronics and Engineering

Materials businesses.

(i) Quest - three programmes worldwide to improve supply chain efficiency and reduce costs.

(i} Paints — rationalisation of the French Decorative business including exiting the trade operation and five projects to improve and rationalise the
European supply chain including exiting the UK retail wallcoverings business and the rationalisation of woodcare production facilities.

fiv) Industrial Chemicais - additional costs associated with the reduction of the Chlor-Chemicals business cost base and the restructuring of
electricity and steam supplies at the Group's Runcorn site.

(v) Reorganisation of the Group's Corporate Centre — as a result of the changed business portfolio which requires a smaller and more focused
Corporate Centre, the Group has provided for a fundamental reorganisation of the Corporate Centre.

The total exceptional provision before tax of £172m for these restructuring programmes was charged against 1999 profits of which £80m related
to termination of 1,030 employees, £31m to asset write-downs and £61m for other costs. At the end of 1999, £21m of these provisions had been
spent including £10m relating to the termination of 230 employees. Most of the provisions are expected to be spent by the end of 2001.

redundancy programme.
' Industrial Specialties — restructuring by the Industrial Specialties Business relating principally to the Crasfield business including a reduction of its
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24 Called-up' share capital gf hérent company

Authorised Allotted,
called-up

and tully paid

£m

Ordinary Shares of £1 each

A beginhing —0ay e e e e - e
Erﬁp!oyee share option schermes ~ options ek'erc:'sed o o S - ' 2
At end of 1997 850 727
Employee share option schemes ~ options exercised ‘ o U 1
At end of 1998 850 728
'E'Mbloyee share option schemes - options exercised -
At end of 1999 850 728

Empiloyees’ share option schemes

ICl granted share options and other market based units to Executive Directors, senior executives and certain key empioyees under three main
plans: the Share Option Scheme (Senior Staff Scheme), the Bonus Conversion Plan and the Stock Appreciation Rights Plan (SARP). These
schemes are described on page 39. The Company also operates a savings related share option scheme (UK — Sharesave) for all UK employees
meeting Minimum service requirements.

The prices at which options are granted under the Senior Staff Scheme must not be less than the nominal value of an Crdinary Share nor less
than the average of the middle market quotation of an ICI Ordinary Share 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. Grants under the SARP are made on the
same terms as the Senior Staff Scheme. On exercise the participant receives the gain payable in American Depositary Shares — ADSs (for grants
prior to 1998 paid two-thirds in cash and one-third in ADSs). Shares and ADSs required for these Schemes are satisfied by a trust using shares
purchased in the market.

Under the UK — 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% of the average market value of an Ordinary Share on the three business days preceding the day on which the offer of aptions is
made. The total purchase cost in respect of opticns granted under the UK — Sharesave Scheme in 1994 and 1995 is deducted from salary over a
period of five years, and in respect of options granted thereafter over a period of three or five years at the choice of the employee, The maximum
number of shares made available under this scheme for issue under option during a 10 year period is 5% of the Company’s Ordinary Share
Capital in issue on 21 March 1994,

At 31 December 1999 there were 84,351 shares outstanding representing the matched shares under the Bonus Conversion Plan to be delivered as
the Company’s Ordinary Shares or in the form of ADSs, Shares and ADSs required for this Plan are purchased in the market by a trust,

Options granted to Directors and Officers are shown in the Remuneration report on page 41.

a) Transactions on Option Schermes

Senior Staff Scheme UK - Sharesave SARP

Number Weighted Number Weighted Number Weighted
of options average of options average of oplions average
exerc?se exerc.ise in ADSs exercjse
price price price

000 £ 000 £ 000

Outstanding o o e
At beginning of 1997 o 3,641 7.10 10491 6.41 78 47.83
Granted a7t q012 3498 731 111 65.50
Exercised "(1,059) 6.42 73 631 m 48.35

Cancelled T sy 6.60 (537) 6.58
At beginning of 1998 2,915 7.86 13380 664 182 58.63
Granted 485 1202 3480 475 201 77.05
Exercised (275) 692  (789) 642 ® 47.97
Canceiled o o Z - (3475 6.91 m 78.90
At beginning of 1999 . 4,465 9.61 12596 605 374 88.71
Granted 5125 5.81 2,396 493 547 35.66
Exercised 19 573 (14n 594 @) 34.70
Cancelled o  360) 858  (3.476)  6.29 (16)  45.49
At end of 1999 9,111 7.56 11,969 5.71 302 48 .98

Number of options exercisable at:

31 December 1997 1,577 - - ‘g 47.97
31 December 1098 T 1540 - - 45 49,61
31 December 1999 - 2,353 - - 173 47.48
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b} Summary of share options outstanding at 31 December 1839
Total options outstanding Exercisable options .-
at 31 December 1999 at 31 December 1999 .

Number Weighted Weighted Number Weighted t
outstanding average average exercisable average
remaining exercise exercise
contractual price price

life -

000 Years /3 000 /%

codsepieses
Senior Staff Scheme
£0-£10

6986 800 62 190 673

£10-£20 I ) ' N 2125 825 11.82 363 "11.45
9111 7.56 2353 7.45

UK -Sharesave e
£0 -£10 LLamees 312 LBT0

11,968 5.71 - -

SRR (A e e e e
$20 - 340 . ORI .cy - SO o .- SO

omo e R T
$60 - $80 296 9.05 73.97
902 48.98 173 47.48 L

l- At 31 December 1999 there were options outstanding in respect of 21.1m (1988 17.1m} QOrdinary Shares of £1 under the Senior Staff and UK -
Sharesave Option Schemes normally exercisable in the period 2000 to 2009 (1999 to 2008) at subscription prices of £4.75 to £12.14 (1998 £4.75
to £12.14). Movemenits in the number of shares under option during 1999 comprised new options 8.12m, options exercised 0.27m, and optiong

l iapsed or waived 3.84m. The number of Ordinary Shares issued during the year, wholly in respect of the exercise of options, totailed 0.2m {1998

1.0m; 18997 1.1m).The weighted average subscription price of options outstanding at 31 December 1999 was £6.41.

At 2 February 2000 there were options outstanding in respect of 18.5m Ordinary Shares of £1 normally exercisable in the period 2000 to 2009
(1999 to 2008) at subscription prices of £4.75 to £12.14 (1998 £4.75 to £12.14). The weighted average subscription price of options outstanding
at 2 February 2000 was £6.40.
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25 Reserves

Total

Share premium Retained earnings
account
Revaluation Agsociates Profit and Total
lags account
£m £m £m £m £m _ Errl_
Group e+ e
Reserves attnbutable to parerlt cornpany sh ‘ ‘ ) ) -
At beginning of 1997 - sa78 35 71 2,199 2,305 2,881
Net (loss) proﬂt for the fmancraj year e N (44) T m 3 368 . 369
Dividends (note 10) ) o 232) 232) (232)
Transfer of goodwill oh dlsposais 3z 32 32
lmpaurment of goodwut on future drsposals I 245 245 245
Amounts taken direct to reserves o
Share premiums - share option schemes ) 5 o _ 5
Goodwill o S (3,516) (3.516) (3,516)
_ Exchange adjustments. (254) (259) (259)
Share of other reserve movemnerts of ) - -
assocrates and other items (31') o 35 4 4
5 (35) 1 {3.735) (3.771) (3,766}
At beglnmng of 1998 581 - 26 (1,078)r (1,052 471)
Mot o) proflt o i ﬁnancral year ot "”"'("1'5)” e a3 s
Dividends (note 10} ‘ @3 232) (232}
Transfer of goodwm on dlsposals 126 126 126
Amounts taken direct to reserves -
Share premnums - share optlon schemes 6
: . B ” {48} e
Exchange 'éajﬁ's'trrw o “ay ”"'(53')
6 (1) (90) 91)
At beglnmng of 1999 587 - 15 (1,181) (1,166)
e proft for e ﬁnancral year e e e e e e et e e s
Dividends (note 10} - 1 (233)
Transfer of goodwrll on rilsposals 69 89 69
A i e o,
Share premiums ~ share option schemes 1 1
" Goodwill relatlng %) 199? acqmsrtrons R 10 10
. Exchange ad]ustments e e e i (é) T R R
1 - {5) 11 6 7
At end of 1999 588 - 26 {1,008 (1,072) {484)

t As restated — note 1.

At the end of 1999, the cumulative goodwill offset against profit and loss account amounted to £4,082m (1998 £4,161m; 1997 £4,239m). Included

in this figure was negative goodwill the cumulative amount of which at 31 December 1999 was £1m (1998 £1m; 1897 £1m).

in the Group accounts, £28m of net exchange gains on foreign currency loans {1998 losses £63m; 1997 gains £62m) have been offset in reserves
against exchange losses (1998 gains; 1997 losses) on the net investment in overseas subsidiaries and associates.

The cumulative exchange gains and losses on the translation of foreign currency financial staterments into pounds sterling are taken into account

in the above statement of Group reserves. US GAAP - SFAS No.52, Foreign Currency Transiation, requires the separate disciosure of the

cumulative amount of the foreign currency transiation effects on shareholders’ funds, as follows:

1999 1998 1997
Em gm B
Atbeglnmngof year S . (273) . (éSD) e
i @ W@ bee
At end of year (27 273) {(230)

There are no significant statutory or contractual restrictions on the distribution of current profits of subsidiary undertakings or associates;

undistributed profits of prior years are, in the main, permanently employed in the businesses of these companies. The undistributed profits of

Group companies overseas may be liable 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 associates at equity accounted value.
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25 Reserves {contmued)

The Articles of Association of tmperlal Chemlcal tndustrles PLC state that borrowmgs after deductang cash current asset mvestments and short-
term deposits, must not exceed two and a half times the sharehoiders’ equity after adding back sums, calculated in accordance with US GAAR,
equivaient to the unamortised balance of goodwill arising on acquisitions made after 1 January 1986. Any barrowings, cash or short-term
investments heid by subsidiaries in their capacity as trustee of a Group pension fung 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 £3,313m at 31 December 1989 (1998 £3,435m; 1997 £3,015m).
Share Profit - 1999 1998
premium and loss Total Total

account account
£m £m £m £m

Company
Heserves
At beginnihg of year T o T a7 707 1,294 1363
Net proﬂt for vour et e s et e e e 2361 2,361 U es
Dlwdends e s o i e e . .. . 233 P . .(232)
e . . B
Share premlums share optton schemes 1 1 6
Exchange adjustments ' T {46} ' (46) ' - ()]
“Otbar e e e e e e+ e e, e e P @ . .
1 (54) (53) -
At end of year 588 2,783 3,369 1,294

By virtue of S230 of the Companies Act 1985, the Company is exempt from presentmg a proflt and loss account.

26 Net cash rnflaw from operatmg actrwtres

19499 1998 1997
(as restated  (as rastated

- note 1) - note 1}
£m £m &m

Tradlng profrt 473 404 477

Exceptronal charges within tradmg pmﬂt 98 223 143
Tradlng proflt before exceptlonal items 571 627 620
Depremahon By amorhsanon of goodwﬂl e s T ass
Stocia decrease et e e o o “'"18
Debtors (lncrease)/decrease e e {191) T o188 31}
Cred|tors mcreasef(decrease) e o ' o T {1 4“8) o (42)
Oy o o e o 1 s e e e e i ...(75). e {'76)” (83)

675 961 916

Outfiow related to exceptional items @y (105) (159)
582 856 757

Outflow related to exceptional items includes expenditure charged to exceptional provisions relating to business rationalisation and restructuring.
The major part of the 1999 expenditure refates to provnsmns raised in pnor years,

27 Returns on mvestments and serwcmg of finance

1999 1998 1997

Dividends recerved'f 'm other |nvestments J IR 4
Interest recelved e
e paud e e e “[376) (419)... ,{272)
Dividends pald by subsrd1ary undertakmgs to rmnorlty shareholders (17 o (9)%”' o (37)

{307) (350) (227)

28 cap|ta|expend|tureandf|nanc|a| |nyestment B et e et e

1999 1998
£m £m

Purchase of tanglble flxed assets e - ”"“'(428) - (516)7
Purchase of flxed asset |nvestments other than assocrates or Jomt ventures - 7 - 48)

Sale of fixed assets 72
{356) {520}
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29 Acquisitons

1999 1998
Total Totai
Fair value Fair value

Em £m

Subs1d1ary undertaklngs and operat|ons e S 1 L R ] 1 1
Tang|b|e f|xed ssete O O O 3 R 93
et current assets/lfabrhtres e e e 8 £ A B A e 8 e e e e {4} — 732

" Creditors due after more than one yaar' o - (5}
Provnsrons for habllltles and charges - (22)
" Minority interests - {4)

Fair value of net assets acqwred {1} 194
" Goodwill acqu:red 6 658
Constderatrcn for subsrdlary undertakrngs arid operattons acqusred 5 852

Investments in partlcnpatmg interests - 4

Less

Cash included in undertakmgs acqmred

Cash cons:deratlon current year
- prewous years acqmsrtmns of: Speciaity Chemicals busmess
Cthers

12 860

1999 1998 1987

Commerc|a| paper S 89 S

Bank deposns and certlflcates of dep03|t - 126 52‘ 9 {538)
tes, treasury

Floatrng rate notes m dlum term

Asset bac ked securmes

Corporate bonds ‘
Other 112
215 529 (249)

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 18).
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31_Disposals

1999 1998

(as restated

- note 1)

. gm 5D
Sub5|d|ary undertaklngs and operatlons

Tang1ble flxed assets and |nvestments 1,358 413

497 107

Ne current assets
Creditors due after mare than one year (24) )

) Provrsrons for ﬂablhtles and charges (135) (36)
(4) (15)

1,682 466
180 257
69 126

Mlnorlty mterests
Book value of net aSSets dlsposed

7D|sposal costs and prowsmns
' ‘Goodwnl wnt’ten back on dlsposal o
Investmenté..i.n part|c|pat|ng mterests e . e e et i 17 B
2,323 a72

Repayment of Ioans
Profits less Iosses on dlsposars

Less
Cash mciuded |n undertakmgs dlsposed

R
_8)

Deferred can i

Non cash cons erat!on
Cash consideration
Comprlsmg inflow (outflow) arlsmg on

2,040 902

2138 927

i yearsdisposals e oot et . .
previous year's disposals {98) 25)

2,040 902

During the year, the Group received gross cash consideration of £2,358m, primarily for disposals of operations £2,362m (1988 £1,024m) and
£(3)m (1998 £31m) in respect of repayment of fixed asset investment loans. Of this amount, £319m (1998 £156m) was paid against ongoing

disposal costs and provisions.

During the year the Group disposed of interests in the following undertakings and businesses:
Poiyurethanes

Tioxide

Selected Petrochemicals businesses

Autocolor

Acrylics

Fluoropolymers

Impact of disposals on cash flows
The contribution to Group cash fiow by the Polyurethanes, Tioxide, selected Petrochemicals, Autocotor, Acrylics and Fluoropolymers business

disposals from 1 January 1999 to their respective dates of disposal are summarised as foliows:

Busmesses

d:sposed

) (speC|f|ed
above}

£m
151

Net cash from operatrng actlwties

Returns on mveétment and servucmg of fmance _ S {4)
4
(103)

40

Taxatlon

Capltal expenduture and financial |nvestment
Cash inflow before use of liquid resources and financing

The cash flows of other dispesals from 1 January 1999 to their respective dates of disposal were not material.
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32 Financing

Financing — shares Financing - debt Total
Shares igsued Mincrities* Total Loans Short-term Finance Total
by Company borrowings leases
Share Share other than
capital premium overdrafts
Notes 25 21 34 38
£m £m £m £m £m £m £m £m £m

Abegningof 1997 (128 (78 (182 (489 (41) 48 (5 (1580) (@089
- e 0

Exchange adjustments 15 15 63

Financing

New finance @ 5) @) © 5.614) (5.267) “(10.881)  (10.890)

e , : e e e R
Cash flow 2) &) @) @ 2,214} 717} 3 @) (2.937)
Acquisitions and disposals 94 94 @57 @0 1 (556 (462
Other movements T T s T ey T o Tay o m e 1
At beginning of 1998 (727) (681) (40) (1,348) (3.925)  (1.047) (16) (4988  (6.33)
e

Financing
New finance L N L @ 1L .’se B89 (885)

7 Fmance repald S h 951 9, 038 9,992 ) 9,992
Cash flow (1) 6) 1) 8 424 (284) 143 135
AcquItlons and dlsposals o . (1) 1 8 - 8
Other movements - 2 2 @) > e’ m

At beglnnlng of 1999 - (728) 587) {40) {1,355} (3.539) (1,350 - (15) - (4904} 7 (6,259)
24 ‘ 24 - 7 24

o

i

P

Exchange adj ustments

Fmancmg
New finance - M = M ogey  (11,383) ~(n544)T  (11,545)

" Finance repad 773 12,679 13,4540 13,454
Cash flow - (1) - ) 612 1296 1,610 1,009
honistions and dsposis e (e s S e e
S A e T S ;
At end of 1999 (728) (588) (34) (1,350) (2,899) (54) {10} (2,963) (4,313)

IS}

A¥]

o

* Share capital element of minority interests.

Repayment Currency Rate Amount
dates % £m

t New finance ) Bank loan 1999 2002 'var[ousm M;arious 41
Euro dollar medlum-term notes 1999 2000 various vanous 83

s commermaj oaor T i 7. - VUSV$ v . 11 317
103

11,544

Others

2 Finance repaid

Euro doliar medlum term notes o a varidaé- o variods:
Euro dollar bonds . s US$ ariowe

S commermal paper e L e . US$ R uvanous e
e . . e e o o
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33 Analysis of net debt
Cash Firancing - 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 1,34 21 21 34 36 18
£m £m em £m £m £m £m £m

Atbeginning of 1987 T 303 (1174 (243) (148) (15 (1,580) - 560 C717)
e B
Cash flow a1 poey (s @3 (0.928) 248  (2,652)
O o e
e TH A A
At beginning of 1998 282 2,975) (950) (1,047) (16) (4.988) 935 3.771)
G e S s
e T o

Acqu-smcms and dlSpOS&lSm - (1) g9 (2) 1 7 11 18
Other non-cash changes e (465) s (3) - (3) e
At beginning of 1999 272 (2 954} (585) (1,350) {15) (4,904) 458 4,177)
Exchange ad]ustments (7) (27).‘ et e E V. e L
ach flom e (40) e e ‘ 1296 2 1910 (215) 1 ;65'5

Acqu:smons and dxsposals - - 7 - 3 1 5 o B B 7 1'54 o 160
Other non-cash changes {3) 688 (684) 8] (2) 1 - {2)

At end of 1999 222 {2,252) (647) (54) (10) (2,963} 394 (2,347}

34 Cash and short-term borrowings

l Cash Short-term borrowings Net total Cash
at bank {note 19) (at bank and
overdrafts)
Qverdrafts Other Total
£m fm £m £m £m m

At begmnlng of 1997 341 (38) (148)(136) 155 303
Exchange adjustments (63) 4 29 7 33 (30} (59)
Cash flow 62 {35) (71 7} {752) (690) 27

Acqursrtrons and drsposafs ) ) o - o ' (200) B (200) (200] -

Sitar nor-cach charces : . e e (11)..‘.‘. B T

At beginning of 1998 340 (58) (1,047) {1,105) (765) 282

Exchange ad;ustments ' ' ‘ L 5 C(19) e (14} 5

ot fow o e : (52) ‘, (284)“””“ (336} {309) : (25)
@

Acqu:sm s and dlsposals‘

@@ -
Otror nomana o T e e T T
At beginning of 1999 367 (1,350 (1,445) (1,078) 272
Exchange ad]ustmems 1
ot T - . e o e e e e
Acqu'smons and i e S B - L
At end of 1999 270 48) {54) (102) 168 222
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35 Statement of Group cash flow: Basis of preparation - - l

The Statement of Group cash flow is prepared in accordance with UK FRS No.1 {Revised 1996} — Cash Flow Sfatements, the objective of which
is similar to that set out in the US Standard SFAS No. 95 - Statements of Cash 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 less overdrafts/borrowings repayable on demand without penalty. In the
US, the definition in SFAS No. 95 excludes overdrafts but 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 SFAS No: 95, cash and
cash equivalents at 31 December 1997, 1998 and 1999 and the movements during the years ending on those dates were as follows:

1999 1998 1997
£m £m £m
Cash and cash equivalents S
Cash e e e e .. S . 367 e 340
Investrnents and éﬁbr‘t-term deposits which \';ere within 3 months of maturit;("\‘.ﬂthen acquired 184 242 263
454 609 603

Change in the ba]ance of cash and cash eqﬂibalents
At beginning of year et 603 655
Exchange adjustments " @) - @
ééé.ﬁlfélufflow) inflow during year S '(147) o 15 (49)
Acquisitions and di'éposals - 7 (9} - 7‘95
At end of year 454 609 603

The format of the UK statement employs some 9 headings compared with 3 in SFAS No. 85. The cash flows within the UK headings of
“Operating activities”, “Dividends received from associates”, “Returns on investments and servicing of finance” and “Taxation” would ail 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 disposais” 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 adjustrments for cash equivalents, correspond
with “Cash flows from financing activities” in the USA,




IS Annual report and accounis and rorm ZU-F 1oge 8f

Notes relating to the accounts

2% Leases

as an expense in the profit and loss account

Hire of plant QOther Total
and machinery
Em £m £m

Continuing operations 3 .

Discontinued operations
Total 13 46 59

1998 ,
Continuing cperations _ L .S

Discontinued aperations 4 1 5

Total 18 47 65

1997

8 13

Discontinued operations 5
Total 24 50 74

Land and buildings Other assets
1999 1998 1998 1998
£m £€m £m £m

Commitments under operating leases to pay rentals during the year following the year
of these accounts, analysed according to the period in which each lease expires

Expiring within 1 year 7.8 5 8

_Bxpringinyears2t05 % 9 18 . 2

' ' Expiring thereafter 17 17 4 2
44 45 27 28

Operating leases Finance leases
1999 1998 1999 1998
£m £m

Obligations under leases comprise _ n i LEmo
4 6

" Rentais due within 1 year 7

Rentals due after more than 1 year

= t02 years | . 57 " 80
F'rornr2rt63yeér'él e . . | . | | | | . i a o
From3t04yeafs ” " | " - % 33

_ After 5 years from balance sheet date 125 143 -
296 312 7 1

367 385 11 24

Less amounts representing intarest {1)

10 15

 Present value of net minimum lease payments
4 @)

Less current lease obligations

Non current lease obligations

Obligations under finance leases are inciuded in other creditors {note 20}.
The Group had no commitments under finance leases at the balance sheet date which were tlue to commence thereafter.
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37 ) "‘Employee mlml:lers and cosfs - - B 7 7

Average number of people employed by the Group

Classes of business
1999

1998

1997

Continuing operations
Core operations
Spectalty Products S

Natlonal Starch

Quest

' lndustnal SpeCIaltles

10500
5,500 ,

20,400

Coatings 18,200

7 lndostrial C'hemicals
orpo.rate

Board support '

Group technical resources and other shared services 1,200

. 48,600

Discontinued operations

53,500

Geographic areas
Continuing operations
1999 1948 1987 1999

Total
1998

Unlted Kingdom 44,700 12,900 11,600 13,600

13,300

16 900

Other Americas e 85 6900

WOther countries 400 400 300 600

7,500

800

150 18

Total employees 48,600 50,600 41,900 53,500

60,600

Number of people employed by the Group at the year end
1999

1998

1997

Continuing “operation

Discontinued operations

48700

50300
8,400

49 700

17 800

Total employaes 46,700

58,700

67,500

Employee costs

Gontinuing operations
1999 1998 1997 1999

£m ... SO .. S

Total
1998
£m

1997
£m

1,517

Salanes " et s | 1,161 ,1 137 450 1298

Soc:|a| secunty
Pens:on costs ) ) ] ] )
Other employment costs 24 25

3 30

1e8

33

159
A
a3

1418 1,433 1,122 1,598

1,771

1,890

Less amounts allocated to capltal and to provnsmns o

] set up in prev' us year

Severance costs cherged in amwng at proflt before tax &1 74 51 70

R R N

102

(14
76

Employee costs charged in arriving at profit before tax 1,442 1,503 1,163 1,630

1,867

1,952

B W NN SR Ny UGN AN O aw B am |
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38 Pensions and other post-retirement benefits

Pensions

Group

The Company and most of its subsidiaries operate retirement plans which cover the majority of employees (inciuding 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 method.

The actuarial assumptions used to calculate the projected benefit obligation of the Group’s pension plans vary according to the economic
condlitions 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 8.0% (1998 8.3%}. The weighted average expected long-term rate of return on investments was 8.3% {1998 8.4%). The
weighted average rate of increase of future earnings was 5.3% (1998 5.5%).

The actuarial vaiue of the fund assets of these plans at the date of the latest actuarial valuations was sufficient to cover 93% (1998 94%) of the
henefits that had accrued to members after allowing for expected future increases in earnings; their market value was £8,166m {1998 £7,770m).

The total pension cost for the Group for 1999 was £132m (1998 £162m}. Accrued pension costs amounted to £11m (1998 £14m) and are included
int other creditors (nate 20); provisions far the benefit obligation of a small number of unfunded plans amounted to £E216m (1898 £256m} and are
included in provisions for liabilities and charges — unfunded pension (note 22}, Prepaid pension costs amounting to £382m (1998 £281m) are
included in debtors (note 17).

tCl Pension Fund
The ICI Pension Fund accounts for approximately 86% of the Group's plans in asset valuation and projected benefit terms.

From the date of the actuarial valuation of the ICl 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 occur. In addition, the Company agreed to make accelerated contributions
to the Fund to reduce the deficit identified in the 1994 valuation. A Funding Review as at 31 March 1997 disclosed a solvency ratio on a current
tunding level basis, which assumes a cessation of aperation, of 95%. The solvency ratio, an an ongoing basis, was 92%. Based on the Funding
Review as at 31 March 1998, the Company agreed to make six annual payments into the Fund of £100m pa from 1998 through 2003 which are
expected to eliminate the deficit on an ongeing valuation basis. The 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 emoluments over the expected working
lifetime of existing members. In 1999 this gave rise to a charge of £30m.

Healthcare

The Group provides in North America, and to a lesser extent in some other countries, certain unfunded healthcare and life agsurance benefits for
retired employees. At 31 December 1999 approximately 24,000 (1998 27,000) 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 1999 was £3m (1998 £15m; 1997 £16m) and the provision at the year end was £166m
(1998 £176m).

The Group has adopted the measurement bases of the US Standard, SFAS 106 - Employer’s Accounting for Post-Retirement Benefits other than
Pensions as the basis of its UK GAAP reporting. Costs and provisions were determined on an actuarial basis. The assumptions relating to the US
plans, which represent a substantial portion of the Group total, are set out in the table below.,

The healthcare cost trend has a significant effect on the amounts reported. For the Group, increasing the assumed healthcare cost rates by 1% in
every year would increase the accumulated post-retirement benefit obligation at 31 December 1992 by £13m (1998 £11m} and the aggregate of
the service and interest cost components of net periodic post-retirement benefit cost for the year ended 31 December 1999 by £1m (1998 £2m).

Pensions and other post-retirement benefits (US GAAFP)

For the purposes of the disclosure in accordance with US GAAF, 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 and of SFAS No. 132 - Employers’ Disclosures about Pensions and Other Post-Retirement Benefits.

The actuaria) liabilities of these plans comprise a substantial portion of the Group fotal.

Assumed discount rates and rates of increase in remuneration used in 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 Group’s major pension plans for SFAS No.87 purposes in the Group are shown in the table below, together with the
assumptions relating to other post-retirement benefit plans.

Pensian benefits Other post-retirement
benefits
1999 1988 1999 1998
Y % % %
Dlscoun rate 6.1 5.9 71 6.6
Expected Iong-term rate of return on assets 7 7 7 7 7 7.2 80
Long -term rate of increase in remuneraﬂon _ 40 38
Inltlal post retlrement cost trend rate ° 8.5- 45 9.0-45

2 Assumed to decrease gradually to 4.5% by the year 2007 and remain at that level thereafter.
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38 Pensmns and other post-retlrernent benefits (contmued)

The funded status of the Group's major post-retirement plans, covering both continuing and discontmued operatlons under SFAS No. 87 and

SFAS No. 106 is as follows:

Pension benefits Other post-retirement

benefits
1999 1998 1999 1998
£m £m £ £m
“ge in benefit obllgatlons o )
Beneﬂt dbltgatmn at beginning of year 8,332 7,577 176 153
101 107 6 5
Interest cost 437 511 1 10
'“Partlcmants contributions 8 2 - -
'WPIan amendmentsm 11 ) 24 2 (1
" Actuarial loss (gam) (200} 582 {13) 15
Business combmatloné 100 30 - 7
Divestitures {504) (16} (10) 4
MmCurtalIments (1) (13 - -
 Settiements (200) (33) - -
128 42 - -
25 25 4 -
831) (523) (10) ©)
Benefit obligation at end of year 7,656 8,332 166 176
Change in plan assets o
Fair value of plan assets at begmnmg of year 8,039 ‘ 7,24{ - -
7 ”Actual return on plan assets 95{ 1,050 - -
VBusmess combmatlons o 99 51 - -
' Divestitures (479) (1) - -
" Seftlements - {213) ) (32) “ - -
Employer’s contributions 318 232 10 9
Participants' rcrontributions 8 9 - -
Exchange (26) 22 - -
" Benefit payments (531)  (523) (10 ©)
Fair value of plan assets at end of year 8,169 8,039 - -
Funcled status ]
Funded status at end of year B 513 (293) {166) (1 ?ﬁ')
Unrecognised net actuarial gain (759) 4 {30 (28)
W”Uhrecognised transiﬁon amount 54 ) 28 ) 1 1
Unrecognised prior service c:ost """ 110 175 3 3
__Adjustment to recognise rnlmmum 1|ab|||ty (5) 46 2 -
Intangible assets (3) (46) ' - -
" Other 1 2 - 1
Net amount recagnised (89) (84) {190) {199)
Prepaid benefit cost 83 117 - =
Accrued beneftcost (172) {201) (190) (199)
Net tability recognised {89) (84) (190) {199)
Plan agsets consist primarily of investments in UK and overseas equity and fixed interast securities.
The net pericdic benefit cost for the major retirement plans under SFAS No.87 comprised:
Pension benefits Other post-retirement benefits
1999 1998 1997 1999 1998 1997
£m £m £m £m £m £m
agfﬁponents of net periodiéuﬁ‘eneﬁt cost o ' ' '
Senﬁce cost o 10% 107 104 6 5 4
Interest cost 437 511 505 11 10 9
Expected return on plan assets for period D {471) o (576) (562} - - -
Amor‘tgsatlon of pr|or service cost e 30 29 37 - - -
Amortisation of transmon amodﬁ'f """" 4 6 B - - -
Recogmsed net actuanal gain T a4 25 12 U] - -
Recagnised on termmatlon/curtalIment/settlement benefits ) S 8 63 - (13) - -
Net periodic benefit cost 316 140 160 3 15 13

The net pericdic benefit cost includes £128m (1998 £42my for contractual terminations which are included within the relevant UK GAAP

statutory headings.
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39 Related party transactlons

The following information is provided in accordance wrth FRS No. 8 - Fn‘elated Party Transactrons as berng matenal transactlons with related
parties during 1999.

Related party: Huntsman ICl Holdings LLC (HICI), disciosed as a principal associate on page 69.

Transactions: a) Sales of naptha and ethyiene to HICI amounted to £128m.
by Purchases of ethylene and titanium dioxide from HIC] ameunted to £97m.
c) Amounts owed to the Group refating to the above transactions at the year end amounted to £10m.

Related party: Phillips-imperial Petroleum Ltd (PIP), disclosed as a principal associate on page 69.
Transactions: a) Sales of crude oil and refined products to PIP amounted to £E168m.
b} Purchase of refined oil and refining costs from PIP amounted to £23m.
¢) Site services and other charges to PIP amounted to £15m.
d) Amount owed to the Group related to the above transactions at the year end amounted to £29m.
Related party: IC1 Teijin Fluorochemicals Ltd, a 50/50 joint venture in Japan with Teijin Ltd.
Transaction:  Loans totalling Yen 5 billion have been provided to the joint venture by its parent companies under a five year
fioating rate facility (iCl's share Yen 2.5 bitlion (£15m)). These have been used to repay existing fixed rate loans.
Related party: (C Insurance Ltd and its subsidiaries disclosed as a principal associate on page 69.
Transactions: Insurance claims settled by IC Insurance |td with ICl amounted to £1m.

40 Fmanclal nsk management - ' b

{a) lnterest rate risk
The interest rate profile of the Group'’s financial assets and financial tiabilities at 31 December 1999, after taking into account the effect of interest

rate and currency swaps, is set out in the tables below. Further quantitative analysis of the sensitivity to movements in interest rates is reported in

the Operating and financial review on page 25.
' Financial assets Fixed rate Interest free
financial assets financial
assets
At fixed At fioating  Interest free Total Weighted Weighted Weighted
interest interest average average average
rates rates interest rate period far pericd to
which rates maturity
are fixed

£m £m £m fm % _years years

Current assets 'i'nvestments, short-term deposits
Steriing ... .. £ - S

us do|lars and US dollar related currencres o 89 B 56 o 93 - 238 B2 - -
39 45 - - -

Euro and Euro related currencres

Other currencies - 10 92 102 -
B9 161 267 517

Fixed assst investments and debtors due after
more than one year

"Sterlmg ‘ . | 254
uUs dollare 'end US dellar related currenc:|es , , - B , , 160
" Euro a ancs Euro related currencies ) T
Other currencres
Totalfinancialassets 938

At 31 December 1999 the financial assets of the Group comprised:

Investments |n pamenpatmg and other |nvestments

O"‘e” es‘_me”‘?._... R
Shares ’ 22

Loans
Debtors due after more tharr one year o " oag
Current asset mvestments and short term deposns h . 394
Gash .. am

Less flnanc:lal assets of |r|surance subsrdlarles (147)
938

Floating rate financial assets comprise bank deposits bearing interest at rates fixed in advance for periods ranging from 1 month to 6 months by
referenge to the reievant inter-bank rate.
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40 Flnanclal nsk management (contlnued)

Financial liabilities At fixed At floating Tota Fixed rate
interest interest financial liabilities
rates rates
Weighted Weighted
average average
interest period for
rate  which rates
are fixed
£m £m ] years
Sterling 330 330 - -
us dollars and US dollar related currencies as0 1,39 1,779 7.0 5
Euro and Euro related currencies 22 642 664 4.9 1
Japanese yen 22 213 2_35 4.3 4
Other currencies - 47 47 ~ -
424 2,631 3,085
At 31 December 1999 the financial liabilities of the Group comprised:
Short-term borrowmgs """"""""" 102
Current |nstalments of Ioans 647
Loans 2,282
Other credltors due after more than one year
Enwronmentai Iiabllltles 5]
Other credltors 42
Fmance Ieases 6
Less f‘ nanc1al Ilablhtaes of insurance subsidiaries ) B -
3,055

Floating rate financial liabilities comprise bank borrowings bearing interest at rates fixed in advance for periods up to 12 months.

Further protection from interest rate movements is provided by interest rate caps on £1,868m. Of these, £783m US dollar and Euro denominated
caps were struck at the money, in compliance with the Group’s fixed/floating policy.

The figurés shown above take into account various interest rate and currency swaps used to manage the interest rate and currency profile of

financial assets and liabilities.

(b} Currency exposures on monetary assets and liabilities

As explained in the Operating and financial review, on page 22, the Group’s policy is, where practicable, to hedge all exposures on monetary

assets and liabilities.

{c) Maturity of financial liabilities

The maturity profile of the Group's financial liabilities, as defined in section (a) above, at 31 December 1999 was as follows:

1959 19498
£m £m
In ane year s on dema 744 2,030
In more than cne year but not more than two years 303 741
In more than two years but not mare than ﬂve years 1,265 1,064
In more than five years 738 1,186
3,055 5,021
{d) Borrowing facilities
Committed facilities available to the Graup at 31 December 1998 in regpect of which all conditions precedent had been met at date were
as follows:
1999 1998
£m £m
Expiring in one year or Iess 100 1,026
Expiring in more than one year 500 -
Expiring in rmore than two years 1,300 1,267
1,800 2,293

-
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40 Financial risk management (continued)

(e) 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 interest rate caps.

The most significant consequences of this approach are:

— to reduce the US dollar currency exposure arising from US dollar loans by holding US dollar cash and through currency swaps.

- to reduce the proportion of the Group's fixed interest rate liabilities arising from US dollar joans 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 pages 46 and 47.

There were no material gains/losses deferred at 31 December 1999 (1993 nif).

The notional principal amounts and fair values, net of associated hedges, of the Group’s financial assets and financial liabilities were as follows:

Notional
principal amounts Carrying values® Fair values"
At 31 December At 31 December At 31 December
1999 1998 1999 1998 1989 1988
£m £m £m £m £m £m

Interests in participating and cther investments-.other inve.s.tme.ntsTm h 172 41 172 41 172 41
e e “as me s s s
e asset e T s e o e et e 22
Other financial assetst - R 102 {76) 102 (9 12 (78)
Short-term borrowingst oy (445 (102)  (1.445)  (102)  (1.445)
oo . B o i B P
PRI O
o T
e s L e e
Interest rate caps h 1,868 2799 - - 8 an
Total net liabilies T etn @234 (2056 (4353

938

2,117)

* { ) = liability

1 The Group has assumed that the fair value approximates to the carrying value.

The fair value of the Group's long-term publicly quoted debt is based upon quoted market prices. The fair value of the Group’s non-publicly
quoted debt has been assumed to approximate to the carrying value. All swaps and caps have fair values estimated from discounted anticipated
cash flows utilising a zero coupon yield curve.

The total decrease in the fair value of long-term debt net of associated hedges for the year ended 31 December 1999 of £681m arose from the
net repayment of leans (£621m), adverse movements on foreign exchange (£56m) and movements due to changes in interest rates (£126m),

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.

Where interest rate and currency instruments are designated to a group of borrowings or cash and cash equivalents with similar characteristics,
altering their interest rate or currency profile, the net cash amounts to be received or paid on the agreements are accrued in current assets or
liabilities and recognised as an adjustment to interest income or expense {‘accrual accounting’).

The Group is exposed to credit related 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 courterparties to the financial instruments are creditwarthy parties and the Group
does not expect any significant loss to result from non-performance, The immediate credit exposure of financial instruments is represented by
those financial instruments that have a positive fair value at 31 December 1998.

At 31 December 1999 the aggregate value of all financial instruments with a positive fair value (assets) was £103m for currency swaps, £27m for
interest rate swaps, £12m for forward contracts, £12m for interest rate caps and nil for currency options.

Hedges

g)ains angd losses on instruments used to hedge financial asset and liabilities during the year were as follows:
Total net
Gains Losses gains/losses
£m £m £m
Unrecognl'.s.ed qains and ’iosses o hedges St January agg T 86 (139) (53)
Gains and losses arising in previous years that were rec09msed in 1999 (42) 92 o 50
Gains and losses arising before 1 January, 1999 that were not recogmsed |n 1999 44 47) {3)
G and losces rising in 1999 that were not rec:ogmsed - 1999 e e 98 (19) 79
Unrecognised gains and losses on hedges at 31 December 1999 142 (66) 76

Of which

e and lossas expected 10 be recogmsed n 2000 e s e e s R ...(.30)... e
Gams and Iosses o be recogmsed 206 o Iater e e e s e e e ?8 (36) 42
142 (66) 76

Financiat assets ) .
l Financial iiabilities 7 7 7 7 i {3,055)
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40 Flnancral risk management (contmued}
(9) Currency management
The Group hedges its net transactional currency exposure arising on stocks, trade debtors and creditors (trade working capital) fully through the
use of forward foreign exchange contracts. The Group selectively hedges its anticipated currency cash flow expesures for up to 12 months ahead l
thraugh the use of forward foreign exchange contracts and selective purchase of currency options.
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 sterting or US dollars). .
The financial instruments used in currency management are accounted for as described in the Group's accounting policies on pages 46 and 47. -
The notional principal amounts and fair values of financial instruments used in currency management are as follows: l
Noticnal
principal amounts Carrying values® Fair values*
At 31 December At 31 December At 31 December
1993 1998 1993 1998 1999 1998
£m £m fm £m £m £m
Hedging workmg caprtal 1 1 1 1
Forward contracts to buy currency 168 447
Forward contracts to sell currency (167) (448)
Hedgmg anttc:pated cash flows - 1 - 1
Forward contracts - -
Currency contracts to buy currency 37 37
Currency contracts to seII currency {37) (36)
Hedging debt - __ (& 6 .....1B 6
Forward contracts to buy currency 879 1,085
Forward contracts to sell currency (885) (1,079)
Hedgmg current asset lnvestments and short-term deposrts - ) - i - 1
Forward contracts to buy currency - 122
Forward contracts to sell currency - (121}
() = liabitity l
The carrying values of currency hedging instruments do not materially ditfer from the fair vatues based on quoted market prices.
{h} Management of current asset investments
Surplus funds are invested in high quality liquid marketable investments, including money market instruments, government securities and asset l
backed securities. Investments are of a plain vanilla nature with no embedded interest rate options. The majority of asset backed securities have
some 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 b¢ materially the same as the
value in the Group’s balance sheet. Investments are classified as ‘available for sale’. '
At 31 December 1999 no current asset investments had contractual maturities between one and five years. All other current asset investments
had contractual maturities less than one year. I
The Group’s exposure to credit risk is controlled by setting a policy for limiting credit expasure to counterparties, which is reviewed annually, and
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 financial instruments used in debt and currency 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. l
41 Statutory and other rnformatnon
Remuneration of auditors charged in the Group accounts far 1989 was £3.5m (1988 £4.7m; 1897 £4.7mj; fees paid to the auditor (and its
associates) of the parent Company for services other than statutory audit supplied to the Group during 1999 totalled £6.3m (1938 £5.3m;
1997 £11.4m) of which £4.7m (1998 £3.0m) related to acquisition and divestment activities.
Included in debtors is an interest free loan of £7,0060 (1998 £8,000} to Or J O G McAdam. This relates to the potential exercise of share options
under a Company scheme and the amount, in currency, has remained unchanged throughout 1999, .
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&2 Gommitrients and contingent iabiities o

Group Company
1999 1988 1999 1988
£m £m £m £m

Commitments for capital expenditure not providegd for in these accounts {inciuding acquisitions)

Contracts placed for future expenditure 52 157 2 3]
Expenditure authorised but not yet contracted 149 120 10 17
201 277 . 12 23

Contingent jiabilities existed at 31 December 1999 in connection with
guarantees and uncalled capital relating to subsidiary and other
undertakings and guarantees relating to pension funds, including the
solvency of pension funds. There was no contingent liability in
respect of guarantees of barrowings and uncalled capitai for the
Group at 31 December 1999 (1998 £nil); the maximum contingent
liability for the Company, mainly on guarantees of borrowing by
subsidiaries, was £2,382m (1998 £2,460m).

The Group is also subject to contingencies pursuant to environmental
laws and regulations that in the future may require it to take action to
correct the effects on the envirenment 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
1999 in accordance with the Group's accounting policy noted on
page 47. It is believed that, taking account of these provisions, the
cost of addressing currently identified environmental obligations is
unlikely t¢ impair materially the Group's financial position.

The Glidden Company (Glidden), a wholly owned subsidiary, is a
defendant, along with former lead paint and pigment producers as
well as other lead product manufacturers and their trade
associations, in a number of suits in the United States, three of which
purport to be class actions. These suits seek damages for alleged
personal injury caused by lead related products 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 invoive substantial claims
for damages, and rulings adverse to Glidden could lead to additional
claims. The cases pending include a suit filed in 1989 by the New
York Housing Authority in New York state court seeking the removal
of all lead-based paints from ail buildings in two of the New York
Housing Authority projects. A purported class action suit filed in
August 1992 on behalf of all children alleged to be affected by lead-
based paints is pending in the state court of Ohio, and a purported
class action on behalf of all chifdren in the state of New York was filed
in New York state court in 1998. An individual personal injury suit is
also pending in New York state court in which a New York appellate
court recently rejected the plaintiffs’ theory of market share liability. In
1999, the State of Rhode Island filed a suit seeking lead paint
abatement and other monetary damages including costs of related
governmental programmes, and a similar suit was filed by the City of
St Louis, Missouri in February 2000. In addition, two suits were filed
in Marytand in 1999. One of these is a purported class action seeking
abatement of lead paint in Maryland and the other is a personal injury
suit on behalf of six allegedty injured minors. Several US States
legislatures have considered or are considering proposed legislation
that could adversely affect Glidden's position in pending or possible
future cases, including proposals that could add additional grounds
for legal liability pr that would permit suits otherwise time-barred.
Glidden believes that it has strong defences and has denied all
tiability and will continue to vigorously defend all actions.

A subsidiary is involved in arbitration proceedings in Singapore
regaraing PTA technology exchange and licence arrangements with
PT Peolyprima Karyareksa {Polyprima). Fees due under these
arrangements are being claimed against Polyprima who, in response,
has claimed damages for alleged fraud, deceit, misrepresentation
and concealment, allegationg which the subsidiary rejects and
intends to resist vigarously.

in 1895 IC1 Explosives USA Inc. and a former employee each
admitted to a single offence in breach of US antitrust laws relating to
the saie of certain commercial explosives between 1988 and 1992
and, as a result /Cl Explosives USA Inc. paid a fine of US$10m.

Subsequently, ICI Explosives USA Inc. was named as a defendant in
a number of lawsuits including both proposed class action and non-
class action lawsuits, by parties claiming unguantified damages from
a number of explosives companies in the United States. The
Company and ICl Canada Inc. were also named as defendants in
certain of the non-class action lawsuits, During the peried 1996 to
1999 all IC1 defendants settled all proposed class action and nen-
class action lawsuits relating to this matter.

The Company, as well as several other ICl companies were named as
defendants in lawsuits, relating to the bombing of the A P Murrah
Building in Oklahoma City, Okiahoma. The fawsuits aileged, among
other things that the ICI companies were negligent in relation to the
sale, through a distributar, of fertiliser allegedly used to prepare the
bhomb, to a farmers’ co-operative in Kansas. Lawsuits were
commenced in US District Court in Oklahoma and Texas and state
court in Oklahoma. In November 1996 the District Court in Oklahoma
granted ICl's motion to dismiss the complaint, holding that the IC|
companies have no case to answer. The judgement was appealed to
the United States Court of Appeais for the Tenth Circuit. Concurrently
with the District Court's dismissal, the plaintiffs in the Oklahoma state
court and Texas District Gourt case voluntarily stayed their cases
pending the cutcome of the appeal to the US Court of Appeals. On

9 November 1888, the Tenth Circuit Court of Appeals affirmed the
dismissal of the case against the ICI defendants. The Tenth Circuit
rejected the plaintiffs’ request that it rehear the appeal. The plaintiffs
have exhausted all appeals and as of 31 December 1999 all other
lawsuits relating to the Oklahaoma bombing have been dismissed or
withdrawn.

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 believe that the
outcome of these other proceedings will have a material effect on the
Group’s financial position.

The Company has given certain indemnities in the course of
dispasing of companies. It is believed that these and other
guarantees and contingencies arising in the ordinary course of
business, for which no security has been given, are unlikely to impair
materially the Group’s financial position.

The Group's 50% interest in Teesside Gas Transportation Ltd (TGT)
was sald, during 1996, to its other shareholder, 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 the Company and Enron {the
present value of the commitment guaranteed by the Company is
estimated at £158m). The Gompany received the benefit of a counter
guarantee from Enron’s parent, Enron Corp.

The Group’s interest in Teesside Power Ltd (TPL} was sold on 31
December 1988 to Enron Teesside Operations Ltd (ETOL). TPL had
previously contracted with certain gas sellers for the purchase of gas.
Enron Corp. and the Company had guaranteed on a several basis the
liahility of TRPL to the gas sellers in the proportions 70% and 30%
respectively,

On the sale of the Group's interest in TPL to ETOL, the Company
received the benefit of a guaraniee from Enron Corp. in respect of the
Company’s 30% guaraniee commitment to the gas sellers. The
present value of this commitment at the year end is estimatec at
£302m.

The only significant take-or-pay contract entered into by
subsidiaries is the purchase of electric power, which commenced in
the second quarter of 1998, for 15 years. The present value of this
commitment at the year end is estimated at £160m.
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43 ‘Differences between UK and US accounting princiéﬁés

The accompanying Group financial statements inciuded in this
report are prepared in accordance with United Kingdom Generally
Accepted Accounting Principles (UK GAAP). The significant
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:

{a) Accounting for pension costs
There are five significant differences between UK GAAP and US
GAAF in accounting for pension costs:

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

(i) 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 months prior to that date. Under UK
GAAR calculations 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 bast estimates solely with regard to that individual
assumption. UK GAAP does not mandate a particular method,
but requires that the method 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.

(ivi 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 peried 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,

{v} SFAS No. 88, “Employers' Accounting for Settlements and
Curtailments of Defined Benefit Pension Plans and for
Termination Benefits”, requires immediate recognition of
previously unrecognised gains or losses when certain events
meeting the definition of a plan settlement or curtailment accur.
Under UK GAAP, such gains or losses are recognised over the
expected service fife of the remaining employees.

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

in the Group’s financial statements, prepared in accordance with UK
GAAP, goodwill arising on acquisitions accounted for under the
purchase method after 1 January 1998 is capitalised and amortised,
as it would be in accordance with US GAAP Prior to that date such
goodwill arising on acquisitions was and remains eliminated against
retained earnings. Values were not placed on intangible assets.
Additionally, UK GAAP requires that on subsequent disposal or
closure of a previously acquired asset, any goodwill previousiy taken
directly to shareholders’ equity is then charged in the income
statement against the income or loss on disposal or clesure, Under
US GAAP all gocdwill 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 GAAR it is
normal practice to ascribe fair values to identifiable intangibles. For
the purpose of the adjustments to US GAAP included below,
identifiable intangibte assets are amortised to income over the lower
of their estimated lives or 40 years. Provision is made where there is
a permanent impairment to the carrying value of capitalised goodwill
and intangible assets based on a projection of future undiscounted
cash flows.

{c) Capitalisation of interest

There is no requirement in the UK to capitalise interest and the
Group does not capitalise interest in its Group financial statements.
Under US GAAF, SFAS No. 34 “Capitalization of interest Cost”,
requires interest incurred as part of the cost of constructing fixed
assets to be capitalised and arnortised 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 sheet date. Under UK GAAP, prior to the publication
of FRS 12, which had similar requirements to US GAAP, when a
decision was taken to restructure, the necessary provisions were
made for severance and other ¢osts. Accordingly, timing
differences, between UK GAAP and US GAAP, arose 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 oniy hedge net
investments in the same currency. If currency loans exceed net
investment in any particular currency then the exchange differences
arising are included in the income statement.

() Discontinued operations

US and UK GAAP have different criteria for determining
discontinued operations. As a result the Canadian based Forest
Products business, the UK fertiliser business, the Propafilm
business, the Teesside Utilities and Services business, the
Polyurethanes business, the titanium dioxide business, the selected
Petrochemicals business sold to HIC! and the Acrylics business
which are discontinued operations for UK GAAP would qualify as
continuing operations for US GAAP. In addition, UK GAAP only
allows discontinued accounting disclosure far operations which
either ceased or left the Group prior to the approval of the finangial
statements. Under US GAAP discontinued operations also include
those operations where management have committed to a formal
plan of disposal. For the purpose of the US GAAP reconciliation, net
income has been ailocated between continuing operations and
discontinued operations based on the classification described in
note 1 after taking into account the above differences.

(g} Employee share trust arrangements

An employee share trust has been established in order to hedge
obligations in respect of options issued under certain employee
share option schemes. Under UK GAAP the Company’s ordinary
shares held by the employee share trust are included at historic net
book value in fixed asset investments. Under US GAAP, such shares
are treated as treasury stock and included in sharsholders’ equity.

{h) Ordinary Dividends

Under UK GAAP, the proposed dividends on ordinary shares, as
recommended by the directors, are deducted from shareholders’
equity and shown as a liability in the balance shest at the end of the
period to which they refate. Under US GAAP, such dividends are
only deducted from shareholders’ equity at the date of declaration
of the dividend.

i) Deferred taxation

Deferred taxation is provided on a fuli 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 foreseeable future.

For US GAAP reporting, the Group adopted from 1 January 1993
SFAS No. 109 “Accounting for lncome Taxes” in respect of deferred
taxation (note 9).
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43 Differences between UK and US accounting principies (continued}
i/ WNewly adopted US accounting principles (k) New US Accounting Standards and pronouticements not yet
The American institute of Certified Public Accountants issued effective

Statement of Position {SOP) 98-1,"Accounting for the Costs of SFAS No. 133, “Accounting for Derivative Instruments and Hedging

Computer Software Developed or Obtained for Internal Use” in Activities” was issued in June 1998, This Standard, which is

March 1998. This SOP, which is effective for financial statements for effective for fiscal years beginning after 15 June 2000, requires all
fiscal years beginning after 15 December 1998 provides guidance derivatives to be recognised in the balance sheet as either assets or
on accounting for the costs of computer software developed or liabilities and measured at fair value. To implement the standard, all

obtained solely to meet a company’s needs. The effect of adopting hedging retationships must be reassessed. The Group has not yet
SOP 98 -1 was not material. evajuated the likely impact on its financial statements.

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

1999 1998 1997

em £m £m

Net income after ekceptional items — UK GAAP 252 83 T aem
Contlnumg operatlons 116 (a7 (47}
Decontinued operahons e+ e e e T e T a1

Adjustments to conform wnh US GAAP |

F’ensuon expense (100) o (10) o "“(41)
Purchaseaccountmg ad;ustments e
Amortisation of goodwu!l and mtanglbles '('1"'24] {1 3"4') "'('8'5)

' Dlsposals and other adjustments ) B VO ¥ 112

" Other drspcsal ad;ustments ' 2 43 ”"('68)
(65} (24) (1.1.3)

Restructunng costs (33) R '('2'2') (1)
“'Foragn exchaﬂge (50] o '(f) o (135)
Dlscontlnued operahons S S T T o 8 o '(8)

ety o e e s
‘ Anslng o UK GAAP resute” o e e e e R {‘ié) (12)

. Ansmg o other US GAAP adjustments e (5) e

" Gthens e il e e
Total US GAAP adjustments {199} (127) {228)
Net income {loss) - US GAAP 53 (44) 141
Contlnu:ng operatsons 13 {29} (270)
Dascontmued operations 40 o (15 - 411
pence pence pence

Basic and diluted net earnings (net loss) per Ordinary Share in accordance with US GAAP 73 ®1) 194
Continuing operations 1.8 (4.0) @37.1)
55 (2.1 56.5

Discontinued operafions

The effect on earnings per £1 Ordinary Share of the exercise of aff outstanding options (note 24) would not be material.

For US GAAF, the segmentation follows that of UK GAAP with the exception of adjustments made between Continuing and Discontinued
operations so that the segmentation under US GAAP satisfies APB 30.

For the purposes of segmental disclosures under UK GAAP, reference should be made to page 55 where there is a description of each class
of business.

. _— Cap|ta||sat|on Of mteyest |ess amomsaucm and dlsposals..... s it s i i ) s s
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43 Differences between UK and US accounting principles (continued) -
1999 1998

£m £m

Shareholders’ equity, as shown in the Group Balance sheets - UK GAAP I 244 149
Adjustments to conform W|th US GAAP

Purchase accountmg ad,'ustments mcludmg goodw:l! and lntangables - B 3,390 '3 618

' Dlsposal accounting adjustments o - (29) (25)

'Capltahsatlon of |nterest less amortisation and dlsposals ' .‘ . N N (B3 128

21 56

Restructunng prowswn

Pension expense 391) - (291)

Employee share trdst arrangements S o I (54) (62)
. 'Ordmary d|v|dends S . . e e a2
Deferred :axatfon S - B e s 5 {147}
e . e e e e e e @) 10
Total US GAAP adjustments 3,129 3,408
Shareholders’ equity in accordance with US GAAP 3,373 3.557

The effect of applying US GAAP to items other than those directly affecting net income or shareholders’ eguity is deait with in other notes relating
to the accounts.

44 Valuation and qualifying accounts

""" . Balance at Additions charged to . Deductions Balancé ét
1 January 31 December
Cost and Other
expenses accounts
£m £m £m £m £m
Allo\;;.ance for doubtful accounts ) ) h - 70 18 - (17} 71
Allowddbe for Iosses (deducted from mvestments) o 4 - - (4} ' -
74 18 - {21) 71
1998
Allowance for doubtful accoums S e 71 25 o S @ - 87
AHowance o Iosses (deducted o rnvestments) S S s s e T
71 25 - 9} 87
1999
Allowance for doubtful accounts e ST 87 6 o 23 80
Allowance o rosses (deducted o |nvestments) e e S T B
87 16 - {23} 80
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Principal subsidiary undertakings

nnu §

at 31 December 1999

UNITED KINGDOM

{Cl Chemicals & Polymers Ltd
England

IC! Finance PLC

England
Quest International Flavours, Food

Class of

capital
Ordinary

Ordinary

QOrdinary

Ingredients and Fragrances UK Lid

Engianq B

CONTINENTAL EURCPE

Deutsche ICl| GmbH
Germany

ICI France SA
France

Quest Internationai Nedertand BV
The Netherlands

Unichema Chemie BV
The Netherlands

THE AMERICAS

1C! American Holdings Inc

Held by ICI
%

100t

100t

Ordinary
Qrdinary
Ordinary

Ordinary

Common

Principal activities

Manufacture of hatlochemicals, methanol, surfactants, catalysts

and other chemicals

Financiat services

Manufacture of flavours, food ingredients and fragrances

100t

Manufacture of chlorine, caustic soda, catalysts, paints, starch, adhesives
and oieochemicals; merchanting of other IC) products

100t

106Gt

Manufacture of paints, fragrances, adhesives, toll conversion of lubricants
and chlor-chemicals; merchanting of other ICI products

Manufacture of flavours and food ingredients

100t

1001t

Manufacture of halochemicals; merchanting of other IC! products

The Glidden Company Common 100t Manufacture of paints
usa

[ndopco Inc Common 100t

USA

Manufacture of adhesives, industrial starches, electronic materials, food
ingredients and fiavourings, fragrances, cleochemicais, resins and
specialty chemicals

Manufacture of paints; merchanting of ICl and other products

Manufacture of paints

ICl Canada Inc Comman 100+
Canada Preference 100t
Tintas Coral Ltda Ordinary 100t
Brazil

ASIA PACIFIC

ICI India Ltd Equity” 51

India
{Accounting date 31 March;
reporting date 31 Decernber)

IC1 Pakistan Ltd
Pakistan

Nippon NSCLtd
Japan

National Starch and Chemical
{Thailand) Ltd
Thaitand

*  Listed

Ordinary*

Common

767

Manufacture of paints, surfactants, catalysts, adhesives, industrial
explosives, rubber chemicals, nitrocellulose and pharmaceuticals

Manufacture of pure terephthalic acid, polyester staple fibre, soda ash,

paints, specialty chemicals, formulation of agrochemicals and
polyurethanes; marketing of toll manufactured and imported
pharmaceuticals and animal health products; merchanting

of general chemicals

1001t
of starch products

Ordinary

1007

Manufacture of adhesives and specialty synthetic polymers; merchanting

Manufacture of food and industrial starches

1+ Held by subsidiaries

The country of principal operations and registration or incorporation is stated below each company. The accounting dates of principal subsidiary

undertakings are 31 December unless otherwise stated.

The companies listed above are those whose resuits, in the opinion of the Directors, principally affected the profits or assets of the Group. A full list
of subsidiary undertakings and asscciates at 31 December will be annexed to the next annual return of the Company ta be filed with the Registrar

of Companies.
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Trading market for Ordinary Shares; defaults upon senior securities

Trading market for Ordinary Shares
The nominal capital of the Company comprises 850,000,000 Ordinary Shares of £1 each. At the ciose of business on 31 December 1399,

727,729,950 Ordinary Shares were in issue.

The principal trading market for the Company's Ordinary Shares is the London Stack Exchange. ADSs {each representing four Ordinary Shares)
evidenced by ADRs issued by Morgan Guaranty Trust Company of New York, as depositary, are listed on the New York Stock Exchange. Ordinary
Shares are also listed on the New York Stock Exchange INYSE) and in Frankfurt, Paris, Amsterdam, Basle, Geneva, Zurich, Brussels and Antwerp.

Total in the
United States

Number of record holders of:

 Ordinary Shares as at 1 Janvary 2000 - 245,159 698
American Depositary Receipts as at 2 February 2000 2,802 2,738

As of 2 February 2000 the proportion of Ordinary Shares represented by American Depositary Shares was 21.33% of the Ordinary Shares
in issue,

The following table shows, for the quarters indicated, the reported high and low middle market values for the Company’s Ordinary Shares on the
London Stock Exchange, based on its Daily Official List and the reported high and low sale prices of ADSs, as reported by Dow Jones (ADR
Quotations):

21 Ordinary Shares American Depositary
Shares
Quarter Quarter Quarter Quarter
high low high low
£ £ Uss uss
1998:;

First quarter 11.42% 8.91 75g 58%,

Second quarter 12.40 9.66 80‘/2 645/16

5 4.46 40% 30%

* Third quarter

'Iiour‘th' ddar‘ter

P
First quarter 5877 4.58%, 38% 31

Sosond quartar T T T s e e e D 43 5
Third quarter 8.23%, 5.85 52% 38%,

2000:
First quarter 6.74 4.78% 45% 30%,
{through 2 February 2000}

Defaults upon senior securities

(a) There has been no material default in the payment of principal, interest, a sinking or purchase fund instalment, or any other material default

with respect to any indebtedness for or in respect of monies borrowed or raised by whatever means of the Company or any of its significant
subsidiaries.

(b} There have been no arrears in the payment of dividends oh and no material delinquency with respect to any class of preferred stock of any
significant subsidiary of the Company.
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Analyses of shareholdings
The foliowing tabies analyse the holdings of £1 Crdinary Shares at
the end of 1999:

by size of account Number
of Ordinary Number
shareholders’ of shares
Size of holding accounts millions %
seor-t0000 798 6 1
10,001-50000 653 15 2
Over1000000 0 486 67
All holdings 191,416 728 100
by category 1999
%o
pens|onfunds et s o+ i ot e e 13
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|ndexfunds U '8
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Overseas S 41
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In addition to the number of registered shareholders shown, there are
approximately 43,000 helders of American Depositary Receipts
{ADRs). The ADRs, each of which is equivalent to four £1 Ordinary
Shares, are issued by Morgan Guaranty Trust Company of New York.

Control of Company

{a) So far as the Company is aware, it is neither directly nor
indirectly owned or controlled by one or more corporations
or by any government.

(b () Set out below is information regarding interests in the
Company's Ordinary Shares appearing, as at 2 February
2000, in the Register of Interests in Shares maintained by

the Company:
Identity Amount Per cent
of Group owned of class
{number
of shares)
) - millions
Morgan Guaranty Trust
Company of New York
(Morgan Guaranty)* 156.6 2152
The Capital
Group Companies™ 582 800
Brandes Investment
Partners LP 241 N 33

*  This interest relates to ADRs issued by Morgan Guaranty,
as depositary, which evidence ADSs.

" Held on behalf of its affiliates including Capital Research
and Management Company which holds 58.2m Ordinary
Shares (7.99%).

No other person held an interest in shares, comprising 3%
or mare of the issued Ordinary Share Capital of the
Company, appearing in the Register of Interests maintained
under the provisions of Section 211 of the Companies Act
1985,

(i) As of 2 February 2000 the totai amount of the Company’s
voting securities owned by Directors and Officers of IC],
as a group, was: |

Title of Amount Per cent
class owmned of class
{number
of shares)
Ordinary Shares 281, 0.039

(c} Imperial Chemical Industries PLC does not know of any
arrangements the operation of which might result in a change
in control of the Company.

Exchange controls and other limitations

affecting security holders

(@) There are no gevernmental laws, decrees or regulations in the
UK restricting the import or export of capitat or affecting the
remittance of dividends, interest or other payments to non-
resident holders of the Company’s Ordinary Shares or ADSs.
However, a 1.5% stamp duty reserve tax is payable upon the
deposit of IC) Ordinary Shares in connection with the creation
of, but not subseguent dealing in, ADRs. This is in lieu of the
norral 0.5% stamp duty on all purchases of Ordinary Shares.

{b) There are no lirnitations under English Law or the Company’s
Memorandum and Articles of Association on the right of non-
resident or foreign owners to be the registered holders of and
to vote Ordinary Shares of Imperial Chemical Industries PLC.

Taxation

UK income taxes and tax treaties affecting
remittance of dividends

No effective repayment of any part of the tax credit associated
with a dividend paid on or after 6 April 1999 is available under the
current Double Taxation (Income) Convention (“the Convention”)
between the United Kingdom and the United States. Under the
Convention, US resident individuals who are the beneficial owners
of dividends on Ordinary Shares, or American Depositary Receipts
representing Ordinary Shares, in UK Corporations are, with the
exceptions mentioned below, entitled to a payment from the UK
tax authorities of an amount equal to the tax credit which attaches
to dividends paid to UK resident shareholders under the system of
corporation tax currently in force in the UK less a withholding of
15% of the sum of the dividend and related tax credit. The
associated tax credit has, from 6 April 1999, been reduced to one-
ninth {1/9} of the dividend paid, the withholding at 15% (never
being greater than the associated tax credit) eliminates the
repayment due.

Prior to 6 April, the associated tax credit was 25% of the amount
of the net dividend. A dividend of $8.00 entitled a US resident
owner (within the description above} to receive an additional
payment of $0.50 {a tax credit of $2.00, less a withholding of
$1.50), giving a total net receipt, after UK taxes but before US
taxes, of $8.50.

US resident corporate shareholders are generally treated in the
same way as individuals, provided that either alone, or together
with associated corporations, they do not control directly or
indirectly 10% or more of the voting shares of the UK company
and do not constitute investment or holding companies, 25% or
more of the capital of which is owned, directly or indirectly, by
persons that are not individuals resident in, and are not nationals
of, the US.

For US federal income tax purposes, the sum of the dividend paid
and any associated tax credit or UK withholding tax considered to
have been paid with respect to the dividend is includable in gross
income by US resident shareholders that claim the benefits of the
Convention and, for foreign tax cradit limitation purposes, is
foreign source income treated separately, together with other
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temns of “passive income” {or, in the case of certain holders,
“financial services income™). The withholding is treated as a
foreign income tax which may, subject to certain restrictions and
limitations, be eligible for credit against a US resident
shareholder's US federal incorne tax liability {or deductible by such
shareholder in computing taxable income). As noted above,
changes to UK tax law in relation to dividends paid on or after 6
April 1999 resuit in no effective repayment being available.
However, US resident shareholders that claim the benefits of the
US-UK income tax treaty are entitled to include in gross income
the tax credit of one-ninth of the cash dividend paid and claim a
foreign tax credit for the equal amount of withholding tax.

No dividends received deduction is allowed to US resident
corporate shareholders with respect to dividends paid by the
Company. Shareholders whose holdings are effectively connected
with a permanent establishment or fixed base in the UK, or who
are corporations also resident in the UK for the purpose of the
Convention, are not entitled to payment of the tax credit nor are
they subject to any deductions from the dividend. Special rules
may apply if the shareholder is exernpt from tax in the US on
dividends paid by the Company.

UK taxation on capital gains

In certain ctrcumstances, when a shareholder in the UK selis
shares, liability to tax in respect of capital gains is computed by
reference to the market value of the shares on 31 March 1982.
The market value of JC) Ordinary Shares at 31 March 1982, for the
purposes of capital gains tax, was 309p. The computation of the
chargeable gain takes into account inflation from the later of the
date of acquisition and 31 March 1982 until the earlier of 5 April
1998 and the date of disposal. For disposals after 5 April 1998 the
calculation is further adjusted to reflect the period of ownership
after 5 April 1998.

IC! and Zeneca demerged on 1 June 1993. Post-demerger ICI
shares will inherit a base ¢ost equivalent to 0.50239 of their
pre-demerger base cost.

Under the Convention each contracting state may, in general, tax
capital gains in accordance with the provisions of its domestic
law. Under present UK law, individuals who are neither resident
nor ordinarily resident in the UK, and companies which are not
resident in the UK will not be liable to UK tax on capital gains
made on the disposal of their Ordinary Shares or American
Depositary Receipts, unless such Ordinary Shares or American
Depositary Receipts are held in connection with a trade,
profession or vocation carried on in the UK through a branch

or agency.

UK inheritance tax

Under the current Doubte Taxation (Estates) Convention (the
“Estate Tax Convention”), between the US and the UK, Ordinary
Shares or American Depositary Receipts held by an individual
shareholder who is domiciled for the purposes of the Estate Tax
Convention in the US, and is not for the purposes of the Estate
Tax Convention a national of the United Kingdom, nor resident in
the UK for the last seven out of ten tax years, will generally not be
subject to the UK inheritance tax on the individual's death nor on
a chargeable gift of the Ordinary Shares or American Depositary
Receipts during the individual’s lifetime provided that any
applicable US federal gift or estate tax liability is paid, unless the
Ordinary Shares or American Depositary Receipts are part of the
business property of a permanent establishment of the individual
in the UK or, in the case of a shareholder who performs
independent personal services, pertain to a fixed base situated in
the UK. Where the Ordinary Shares or American Depositary
Receipts have been placed in trust by a settlor who, at the time of

settlement, was a US resident shareholder, the Ordinary Shares or
American Depositary Receipts will generally not be subject to UK
jinheritance fax unless the settlor, at the time of settlement, was
not domiciled in the US and was a UK national. In the exceptional
case where the Ordinary Shares or American Depositary Receipts
are subject both to UK inheritance tax and to US federal gift or
estate tax, the Estate Tax Convention generaily provides for
double taxation to be relieved by means of credit relief.
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Quarterly results
Unaudited trading results of the C| Group for 2000 are expected
to be announced as follows:

First quarter 28 April 2000
Half year 27 July 2000
Nine months 2 November 2000
Full year 8 February 2001

Dividend payments

A second interim dividend for the year 1999, which the Annual
General Meeting will be asked to confirm as the final dividend for
that year, is payable on 25 April 2000 to Ordinary shareholders
registered in the books of the Cornpany on 10 March 2000.
Dividends are normaliy paid as follows:

First interim: Announced with the Half year results and paid in
early October;

Second interim: Announced with the Full year results and paid
in late Aprif,

Registrar and Transfer Office

Lloyds TSB Registrars, The Causeway, Worthing,
West Sussex BN99 6DA

Telephone: 01903 502541

Securities and Exchange Commission filings

The Company from time to time files reports with the United States
Securities and Exchange Commission. A copy of each report filed
within the preceding 12 months can be inspected by any
shareholder or ADR holder during normal business hours at the
offices of ICl at 8 Milibank, London SWtP 3JF.

Dividend mandate

Any shareholder wishing dividends to be paid directly into a bank
or building society account shouid contact the Registrar for a
dividend mandate form. Dividends paid in this way will be paid
through the Bankers Automated Clearing System {(BACS).

Low-cost share dealing service

The Share Centre Lid provides a simple share dealing service
which allows existing and potential shareholders to purchase or
sell IC] Ordinary Shares at an attractive commission rate.

Further information can be obtained from:
The Share Centre Ltd, PO Box 1000, Tring, Herts HP23 S5AN
Telephone: 01442 890844

ADR Depositary

Morgan Guaranty Trust Company of New York is Depositary for
ICl’s American Depositary Receipts. Shareholder enquiries may
be directed to:

Morgan Guaranty Trust Company of New York
PO Box 842008

Boston, MA 02284 — 2006

Telephone: (781) 575 4328

For comprehensive ADR information, please visit J P Morgan’s
ADR website: www.adr.com

Exchange rates

The following table sets forth, for the years and dates indicated,
the noon buying rate in New York City for cable transfers in
pounds sterling as certified by the Federal Reserve Bank of
New York for customs purposes (the “noon buying rate™):

US$ to pound stering {£) (1) 999 1998 1957

At31 December(?) 162 186 164 171
Average foryear (2) (3 162 166 164 157
Highest rate during year 168 172 170 171 164
oo dngyen 185 151 18 a8 s

The noon buying rate on 14 February 2000 was $1.59 = £1

(1) All figures have been taken directly or derived from figures
released through the Public Information Office of the Federal
Reserve in Washington, D.C. or New York City.

(2) The noon buying rate at such dates differed from the rates
used in preparation of the Group’s financial statements as
of such dates.

(3) The average is the average of the noon buying rate on the last
date of each month during the period indicated.

Fiuctuations in the exchange rate between the pound sterling and
the US doliar wili affect the US dollar equivalent of the pound sterling
prices of the Ordinary Shares of Imperial Chemical Industries PLC on
the London Stock Exchange and, as a resuit, wili affect the market
prices of ADSs on the New York Stock Exchange. Cash dividends,

if any, will be paid by the Company in respect of Ordinary Shares in
pounds sterling, and exchange rate fluctuations will affect the US
dollar amounts received by holders of ADSs on conversion by the
Depositary of such dividends.

A substantial proportion of the Group’s assets, liabilities, revenues and
expenses are denominated in currencies other than pounds sterling.
Accordingly, fluctuations in the value of the pound sterling relative to
other currencies can have a significant effect on the translation into
sterling of non-sterling assets, liabilities, revenues and expenses

(see Operating and financial review page 22).
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In this document the following words and expressions shall, unless the context otherwise requires, have the following meanings:-

ADR American Depaositary Receipt evidencing title to an ADS

ADS American Depositary Share representing four underlying Ordinary Shares
of Imperial Chemical Industries PLC

bn biilion — 1,000 million

Company Imperial Chemnical Industries PLC

Demerger The Demerger of Zeneca Limited and its subsidiaries from the [Cl Group

Depositary Maorgan Guaranty Trust Company of New York, as depositary under the
deposit agreement pursuant to which the ADRs are issued

Directors The Directors of Imperial Chemical Industries PLC

DuPont E. I. du Pont de Nemours and Company

FID Foreign Income Dividend

FRS Financial Reporting Standard {UK)

ICL, 1ICI Group or the Group Imperial Chemical Industries PLC and its subsidiaries

ICI Share Option Schemes ICI Group’s Senior Staff Scheme and Sharesave Scheme,
each as defined in note 24 to the Group financial statements

London Stock Exchange London Stock Exchange Limited

m million

Ordinary Shares Crdinary shares of £1 each in the capital of Imperial Chemical Industries PLC

pound sterling, £,

pence or p Refers to units of UK currency

SEC The United States Securities and Exchange Commission

SFAS Statement of Financial Accounting Standards (US)

UK or United Kingdom United Kingdom of Great Britain and Northern Ireland

US dollar, doliar, USS$ or $ Refers to units of US currency

USA or United States United States of America

Zeneca - (@ in relation to the period prior to the Demerger becoming effective,

the pharmaceuticals, agricultural chemicals, seeds, specialty chemical
and biclogical products businesses and companies transferred by the
ICI Group to Zeneca Limited; and

(b) in relation to the period after the Demerger becoming effective,
Zeneca Group PLC and its subsidiaries

Figures in parentheses in tables and financial statements are used to represent negative numbers.




l Glossary

Term used in annual report
Accounts
Acquisition accounting
Allotted
Associate
Called-up share capital
Capital allowances
Class of business
Closing rate method
Creditors
Creditors: Amounts falling due after more than one year
Creditors: Amounts falling due within one year
Debtors
Finance lease
Financial year
Fixed tangible assets
Freehold
Freehold land
Gearing
Group, or consolidated accounts
Interest receivable
Interest payable
Loan capital
MNet asset value

Profit

Profit and loss account {reserve)

Profit and loss account

Profit attributable to ordinary shareholders
Reconciliation of movements in shareholders’ funds
Reserves

Share capital

Share premium account

Shares in issue
Shareholders’ funds
Stocks

Tangible fixed assets
Turnover

Nominal value
l Pensien scheme

—

US equivalent or brief description

Financial statements

Purchase accounting

Issued

20~50% owned investee

Ordinary shares, issued and fully paid

Tax terrn equivalent to US tax depreciation allowances
Industry segment

Current rate method

Accounts payable/payables

Long-term debt liabilities

Current liabilities

Accounts receivable/receivables

Capital lease

Fiscal year

Property, plant and equipment

Ownership with absolute rights in perpetuity
Land owned

Leverage

Cansolidated financial statements

Interest income

interest expense

Long-term debt

Book value

Par value

Pension plan

Income (or earnings)

Retained earnings

income staterment

Net income

Statement of changes in stockholders’ equity
Stockholders’ equity other than capital stock
Ordinary shares, capital stock or common stock issued and fully paid

Additicnal paid-in capital relating to proceeds of sale of stock in
excess of par value or paid-in surpius {not distributable)

Shares outstanding
Stockhotlders’ equity
Inventories

Property, plant and equipment
Revenues (or sales)




