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BDARD OF DIRECTORS

TXECUTIVE DIRECTORS

Robert P. Bauman®: age 58

Became Group chairman in September 1986. He joined Beecham from Textron
Inc. where he had been vice-chairman from 1985 to 1986. Mr. Bauman was
chairman of Avco Corporation, a conglomerate in financial services and
aerospace, from 1981 until 1985. Previously he had 23 years' service with
General Foods Inc., a consumer products company, where he gained wide
international experience. Mr. Bauman is 2 non-executive director of
Capital Cities Communication Inc. and Union Pacific Corporation.

James G. Andress*: age 50

Joined the Beecham board in September 1988 following his appointment as
chairman of Beecham Pharmaccuticals earlier that year. Previously he was
president and chief operating officer of S:eriing Drug Inc.

Hugh R. Collum*: agao 48

Joined the Beecham board in January 1987 as Group finance director,
praviously having held that position at Cadbury Schweppes p.l.c. Hr.
Collum is & non-executive diractor of Sudgwick Group p.l.c.

Raoul H. Gerber®*: age 58

Joined the Group in 197C and in 1976 becase chairman of Beecham
Pharmaceuticals European Division. He was appointed a Group director in

1980.
Jobn F.B. Hunter®: age 52

Joined Baecham in 1957 and becsme a Group dircctor in 1984. In 1987 he
was appointed chaimman of Bawchan Products, Huropean and International.

Pater Jackson: age 45

Joinaed the Beschan board in Saptasbor 1987 following his appointment as
Group pocrsonnul director earlier that year. Praviously, he was chief
exacutive - personnsl for the BOC Group p.l.c.

¥eith R.L. Hansford: aga 57

Joined the Croup's pharmacautical research staff in 195& and becana a
Group diractor in 1984, Dr. Hansford is managing director of Research and
Hedlical at Beacham.

R. Paul Tatman: age 55

Joined the Group in 1969 and vas president of Bzacham Pharmaceuticals
U.S.A. Division from 1986 until he was appointed a Group director in April
1988, when he also becere managing director of Beechaa Pharmaceuticals.,
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BOARD OF DIRECTORS

NON-EXECUTIVE DIRECTORS

i Andrew R.F. Buxton®*+: age 50

Joined the Beecham board in 1086. He is vice chairman and managing
director of Barclays PLC having been appointed a director 3f the bank in
1978,

Sir Robert Clark*: age 65

E JYoined the Beecham board in 1986 and became vice-chairman in July 1987.
- $ir Robert is deputy chairman of TSB Group p.l.c. in addition to being a
non-executive director of a number of othar well-known U.K. companies.

Sir John Kingman*4: age 49

Joined the Beecham boaxd in 1986. He is viea-chancellor of Bristol
i Univewrsity and a non-exoccutive director of 184 (UK) Holdings Ltd.

v Sir Poter Walters: age 58

- Joined the Boechan boszd in May 1989, He has boen chairman of the British
, Petroleum Company p.l.c. since 1981 and is a director of the National

) Westminster Bank p.l.c. In addition, Sir Poter holds posts on the

o councils of a numbar of public bodies.

James Whitet: ago S1

. Joined tha Baecham board in 1986. Ho is chairsan and chief exscutive of
By Bunzl p.l.c. and iz a non-executive diractox of Lucas Industries p.l.c and
- Redland p.l.c.

% Pinance asnd genaral purposes cosuittee waabor.
& 4+ Audit committes mamber.
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Beacham Group plec

DIRECTORS' REPORT

The directors of Beecham Group p.l.c. have pleasure in submitting their
report and the accounts for the year ended 31st March 1989,

Principal Activities

The Group's prinecipal activities are the research, development,
manufacture and marketing of a wide range of products, maialy in the
health and personal care sectors. Beecham's products include prescription
and over-the-counter {"OTC") medicines, toiletries, cosmetics and
health-~oriented drinks.

Post Balance Sheet Events

On 12th April 1989, Beecham Group p.l.c. and SmithKline Beckman
Corporation announced their intention to merge their businesses, forming a
new U.K. holding company, SmithKline Beecham p.l.c. The proposed merger
is subject to regulatory approval in the U.K. and in the U.S.A., and to
shareholder approval.

Roview of Cperations

Continuing operations

Salas and trading profit from Boecham Group's continuing operations
increased by £112.1m (6.1 par cent) and £46.6m (13.8 per cent)

respactively. A norae dotailed anslysis of the componoents of the growth in
trading profit from continuing operation is presented in the table bolow:

Qurroncy

Orpanle  translation
grovit  differences Tatal
in in fa
mmﬂ:imﬁjw T T A T L T 5.9 (9.', 47.1
OIC bodledned o oo 4o oo 44 02 se we ae se es 7.l {2.1) 5.0
WM 8 98 4% Ee %8 BE 28 we S8 ue 1.5 (30&) 18.L
83.% (15.%) 68,2
Incretze 1o rezearch aod Qavelogomt expatditced « oo o {13.9) 1.8 (21.6)
Total grovth In tradlng profit fron continalrg eperations .1 (13.5) %6.8
SieERELS rexsnes es -

Preseription sedicines

Salaes increased by £62.0 million (7.4 par cent) to £902.9 wmilllon in the
1989 finanecial year. This sales Inercase was generated mainly by
continued growth in AUGHENTIN and TIMENTIN, whose sales increased by 36
per cent and 20 par cent raspectivaly. Sales of ANOXIL were at
approximately the same leavel as in the previous year due in part to an
influenza epidamic. Three new producte, RELIFEX, BACTROBAN and EMINASE
have shown significant growth since lavach. Saies of Animazl Healrh
products grew by 4 per cent. Sales of all other products showed a net
fincline.

Trading profit before deducting research and development expenditure
increased by £47.1 amillion (16.9 per cent) to £326.4 willion in the 1989
financial year, The arganic growth in profits, which included a 27.9%
increase in the Americas, arose primarily from the increased sales of
newer products with higher margins and reductions in production costs of
cartain bulk materials.
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Beecham Group plc

O1IC medicines

Sales in 1989 showed a relatively modest increase of 4.0 per cent,
although at the same average rates of exchange as in the previous year the
growth would have been 7.6 per cent. The recorded profit growth was 9.1
per cent, bufl again the use of the same averape rates of exchange as in
the previous year would have increased the rate of growth to 13.0 per
cent.

Consumer products

The overall performance in this sector reflected sales growth of 5.4 per
cent and growth in profits of 14.0 per cent. During the 1989 financial
year sales and profit growth of 21 per cent and 30 per cent, respectively
were recorded in the health-oriented drinks business in the U.XK. whilst
the range of toiletry products continued to parform well in a market that
remained sluggish. Sales of health drinks and toiletries also grew in the
Middle and Far East. In Europe ODOL continued to hold a major presence in
Germany, vhile in the U.S5.A. the increasing sales of AQUAFRESH toothpaste
and HASSENGILL feminine hygiene products improved the performance of the
toiletry ranga.

Digcontinved oporations

Sales from oporations discontinued prior to 3lst Harch 1989 were £30.6
million in the 1939 financial yaear compared with £140.6 million in the
1988 financial yaar. The principal oparations discontinued in the 1988
financial year wara DAP, the homa improvement products business in the
U.S.A., which was dispossd of en 1lst Saptaubar 1987.

In financial year 1929, the sale of Beechanm Cossatics Inc. in the U.S.A.
was completed on 2nd Aupust 1928. Tha Juvena group of cosmotics companies
bagad principally in Hurope was sold on 30th Ssptasbor 1988. Tho total
nat consideration received for thude and cecrtain other pinor disposals
amountad to £67.8a of which £55.5% vas received during tha yaar.

In connection with the proposud conbination of Beechanm and Saithiline
Backnan Corporation, Beachan intandg to disposa of its cospetics and
fragrancu businessas, together with certalin othar non-core businasses,
although thare can be so assurances as to the terms and tining of any such
snles. Such buzinessas have bean roclaseifisd as Operations Held for Sale
in note 1 to the actounts., Sales from the Beechaz Oporations Held for
Sale increased by £22.7 willion (4.4 par cent) of which £16.8 million
relatad to the cosmotice and fragrance businesses. Trading profic
increased by £7.9 million which included an increase in cosmetics trading
profit of 12.5 par cant.

Ressarch and davelopweat expanditure

Expanditure on prascription madicinas research and development increased
by £18.9 million (19.9 per cont) from £95.2 willion in the 1988 financial
year to El14.1 aillion. Research and development expenditure represented
12.6 per cent of prescciption madicine sales (11.3 per cent in 1988).
Expenditure on OTC mudicines and consuvmer products research and
developnent increased by £2.7 million (17.3 per cent) froam £15.6 million
to £18.3 million.
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Costs and expenses

The cost of sales, distribution costs and administrative expenses,
expressed as a percentage of overall sales were 65.7 per cent (1988 67.8
per cent), 3.7 per cent (1988 3.8 per cent) and 6.9 per cent (1988 7.3 per
! cent) respectively. The reduction in the cost of goods sold percentage
was largely attributable to the increasing proportion of pharmaceuticals
sales on which there is a higher average gross profit than for Beecham
Group sales overall.

Net interest

Net interest received increased to £25.2 million in the 1989 financial
year from £3.0 million in the previous financial year principally as a
result of the cash generated by the continuing disposal programme. In

E addition the £110.1 million cash flow from operations, after financing and

tax, made a significant contribution to the jmproved interest position. -
Dividends and retentions P

The amount available for dividends and retentions is £301.0m. A second
, interim dividend of 9.7p per share has been declared which, together with
the intorim dividend of 6.3p per shara pald on list February 1989, amounts
to £121.4m comparcd with a total of £108.1a for 1987/88, and leaves a
v baiance of £179.6m to be ratained in the Group at 31st Maxch 198%. No
! l f£inal dividend is raecoumanded.

M The total net dividends of 16.0p per shara cozpare with the 14.3p per
! share paid in rospect of the previous yeaxr, an increase of 11.9 per cent. ot

Finance

Tnereases in the share capital of the company during the year are saet out

in note i9 to the accounts on page 26. Borrowings inereased by £78.50 to
£365.5m and cash, doposits and investwents show an incroase of £226.7m to
£735.5m. Overall, at tha end of the £inancial year under review the Group

had net funds of £370.0m in continuing businesses compared with £221.8z at
11st March 1088, In addition the businesses in coucse of disposal at 3lst -+
March 1988 hald net funds of £9.8m.

Forolgn oxchanpe fluctuations

e Ay

Tha directors have estimated that sales and pra-tax profit for the 1989
finaneial year would have baen £107.2 million and £17.7 alllion higher
raspectively if the results of ovargaas companies had been translated into
pounds sterling at tha averaga rates of oxchange for the 1988 fimancial year.

Capital expenditura

Gross axpenditure on land and buildings and plant, equipsent and vehicles, .
during the year, amounted to £117.5n.

Tho analysis of this expenditura by geographical area was as follows:
1988/99 1987/88

En fn 5

United Kingdom 60.9 42.6

Rest of Europe 24.17 25.3 -
The Americas 23.8 14.0
Rest of the World 8.1 53
117.5 87.2
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Beecham Group plc

Capital expenditure authorised at the end of the financial year amounted
to E50.8m compared with £60.7m at the end of last year.

Pirectors

The directors of the company at the date of this report are showu on pages
1 and 2. Mr. J.B. Diamond, Mr. D.I. Allport and Mr. J.D. Pollard retired
from the board on 30th April 1988, 27th July 1988 and 3lst December 1988

respectively. Mr. J.W. Robb resigned from the board on lst September 1088.

Yr. R,P. Tatman, Mr. J.G. Andress and 3ir Peter Walters were appointed on
lst April 1988, 28th September 1988 and 22nd Hay 1989 respectively. Under
article 89, Mr. J.G. Andress and Sir Peter Walters retire and offer
themselves for re-appointment.

The directors who rotire by rotation and, being eligible, offer themselves
for re-appointment are Mr, J.F¥.B. Hunter, Sir John Kingman and
Mr. J, White.

The unexpired paricds of the service contracts of Hr. Andress, Mr. Tatman
and Mr. Hunter are thirty-seven months each. Sir John Kingman and
Mr. White are non-executive directors.

A statement of the uirectors' interests 1s sot out in note 24 to the
accounts on page 30.

Fuoployoos

Boochan's policies on employes involvemunt, disabled persons and
mansgemant training and developrent are described on page 7.

Sharaholdars

The company iz not aware of any potson holding 5 per cent or mora of its
share capital.

So far as tha directors are awara, the company is not a close company for
taxation purposes and there har beun no changa in that respect since the
ond of tha financial yaar.

Charitabla and political contributions

Donations madn in the U.X. for charitable purposas asounted to £500,534. A
contribution of £5,000 was made to the Centre for Policy Studies Limited,
and approval was givan to make a donation of £30,000 to tha Conservative
Party.

MAuditors

Price Waterhouse are willing to continua in office as auditors and their
re-appeintment will bo dealt with at the annual general meeting.

¥ rr":) |
<\‘\>~

S )
By Order of the.l
I.M.F. Balfour

Secretary, 23rd May 1989
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EMPLOYEES

INVOLVEMENT

During the past 12 months the Group has implemented two major changes
which will allow a significantly greater number of U.K. employees to have
a personal financial stake in its future. These are, first, the reduction
from 5 years to 12 months in the service requirement for the staff bonus,
and second, the introduction of a savings related share option scheme.

Within the bonus scheme arrangements the Group is able to offer its staff
a tax effective conversion into Employee Shares and participation in the
Share Scheme by this means is now open to many more emplovees. The
savings related share option scheme, SHARESAVE, has been introduced with
the intention of significantly increasing employees'® involvemant with the
Group. Over 287 of U.K. staff have already taken up options under the
schene.

As a desirabloe cor lement to the extended equity participation the Group
is currently iupleme iting an extensive internal communications programme
for all employees which includeg vegular news bulletins, briefings and a
journal in several languages. ¥Yn addition, tha Group has introduced an
Amnual Report specifically dasigned for employeces which is produced in
four languages and cireulates Lo its establishaents throughout the world.
This programme supplements extansive local initiacives in the field of
employee involvamant.

T 2 long term objectivae of the equity participation arrangesents and the
communications programos 1s to improve significantly the informed
involvemant of all amployeces in the successful opsration of the Group.

EMPLOYMENT OF DISARLED PERSOHS

It remains Group policy to give tha fullest congideration to applications
from digablad parsons and to provide tha most appropriate facllities and
training. Depandent on thair skilly and abilities, disabled persons enjoy
tho sama caraar prospaccs as other staff, and should an caployae become
disablad avery effort is maude to provide contimiity of employment.

MANAGEHENT TRAIMING AND DEVELOMENT

During 1988/89 incroasing guphasis has been placed on ranagement
devalopmant and managecrial performance and a nusber of Initiatives have
bean launched at senlor and middle management levels to formalise the link
batwaean performance and resunsration. In addition, schemes have been
launched in a numbar of factories which link operational performance to
merit paymants. These contribution ravard programses will continue to
Feature in forward planning in key areas of the businass.
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CONSOLYDATED FROFIT AND LOSS ACCOUNT

YEAR ENDED 31ST MARCH 1989

1988/89 1987/88
Notes §71-] in
1 Sales 2,505.0 2,480.2
Cost of salas (1,604.7) (1,680.4)
Cruas wofit 360.3 799.8
Distribut . .a costs {s2.1) {94.3)
Adeinistrative expeases {173.8) {181.0}
Fazearch and devalopment axpenditure {14.7) {111.56)
12 Zrading profit 59,7 210.9
Sure of profits of ralated cospaming 5.9 5.2
3 Intscest (oet) 25.2 3.0
Profit oo oxdimery activitins tufoew txxxtiom 50.3 #19.1
[ Tax cn profit on erdlnary activivies (155.6) {163.8)
Profit o ocdinacy activities aftor txotion 35,2 55.7
Hiroclty intereste (&2} &%)
mafit attribetadin te shurvinliecs b 3 B 252.0
] - tHvidende (id.L) {108.1)
trefit retalond o the yuic 1M.6 163.9
4 Laraings por collawey share i3 33,34

A statsmant of the oovoneats oo resscves It showa in note 20 on sage 27.
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BALANCE SHEETS

31ST MARCH 1989

Group Coepany
1959 1988 1989 1988
Notas fn fa fn fm
Eoplopwont of caxpitad
¥ired asvetx
7 Tanpible zssatx 805.7 43,9 307.5 291.4
) Investoents 11.5 9.3 858.3 717.9
617.2 653.7 1,165.8 1,009.3
Curpent agsots
9 Stcks 00.4 w2 96,2 8%.4
10 Dabors 460.5 527.0 264.6 251.6
11 Assots held pending dixpors) 168.0 24,8 0.1 0.8
12 Iirvastoents §51,2 20.0 - 12,9
13 Cigh at bank and in hund 8.3 A83.8 54,2 21.3
1,6604  1,437.8 MS3 3760
Guditocs dua vithis oo yoar
14 Foamx onl ovardraite (218.2) {52.6) - {0.2)
15 Other {500.0) {(51.%) {445.0) (36h.8)
{745.6) {626.0) {345.0)  {365.0)
Bat cwrrest sxsats s17.8 LIRS (29.9) 11.0
Tatal dssots loss owanet Ilabilitios 1,535.0 1,585.5 1,135.% 1,020.3
Croditore dm after oo yene
17 Cthar (19.5) {30.3) () (8.3)
18 Mrovislons for Uadilitics and clarges (6.9  (129.5) 13.8) (15.0)
(251.0) (354.2) (83.5)  (27.4)
' 1,953 1,00.3 1,052, 9329
Capital vopleyad
Capltal sod reswcvex
19 Callsd up share capltal 139.3 1292 8.8 189.2
20 Basasves 1,555.9 1,310,2 $42.6 743.7
Sharsholiders' equity belore ellination
of yeodvill 1,75.7 1,598 1,002, 9329
21 Coudwlll Resacrn (433.7) (502.5) - -
Shareholdars' ity aftar elisdnation
of gooduiil 1,252.0 1,057.0 1,052.% 932.%
Ripority interosts 15.3 1) - -
1,277.3 1,013 1,0 932.9

A )
(LI P Konr.
Robort P Baoman Director
23rd Hay 1989

(pt-

Bgh R Collum Director




Beecham Group ple

SOURCE AND APPLICATION OF FUNDS

YEAR ENDED 31ST MARCH 1989

1988/89 1987/88
Notas fn m
Funds geserated from tradiog:
‘ Trading profit 459.7 410,9
Depreciation 67.0 62.9
Mizeellanoous itens, including exchange 1.6 (14.8)
528.3 459,0
Cazees iIn working capital:
Stocks = (incroace) (3.1) (35.0)
Dobitors = (incrmass) (38.7) {50.1)
Crediters and provisions - increacs rif” 54,2
(51.4) (30.9)
Corsgns §n flaed sszets;
Turchuses of tangible aszers {112,5) (87.2)
Sales of targlblo aszets 5.6 9.0
4 {(91.9) (78.2)
Cazh [low fran opaxtions 355.0 Ll R
Intecwat (sat) 25.2 3.0
Txx pald (1.8 {132.0)
Cich Llov aftar Flonexing ad tax 10.1 120.9
19 Shared fenwad L. 2.2
1 birparal of tutintses 5.5 171
Bt Inflan of funis 1.1 40,2
Mt funle
Rat swtplue Teodef(berrovisgt)
#t beplaing of yoar A1 N (42.8)
Etchiips tuttatoomt (1.3 35.4
Nt indlod of funds 1.1 240.2
Wt sxplve fuode 3t wod of year g 2.0
Rt zurplus funks in cmtiobng becinermes .G 2.8
flot surplus fonds In bvclowcmre 1a concme of Elaposa) ”.8 {0.8)
ma 221.0

The povensnt in nat funds in the ysac repressnts the differceca beatwess the ascueits shown in

the opaning ai closing balioca shats. Xoveneats in other 1tent do net corvespood to the

chanige in the balance sheat sounty, as they includa aszets in the coucse of dizporal (soe note
11} and the effects of retmanslating cpening cwrrescy balances of crersaas coupanies at cloging

exchange ratas,

Yot funds ccoprise cash, deposits and investoents less loans and overdrafts.
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Beecham Group plc

STATEMENT QR ACCOUNTING POLICIES

Basgis of consolidation

the Group's accounting policies. The parent company has not presented its
own profit and loss decount, as permitted by Seckion 228(7) of the
Companies Act 1985,

The Group's main accounting policies, which conform with U.K. aceounting
Standards, ara set oyt balow.

sterling using avarage rateg of exchangs applicable to the financial
period. Tha mat tangible agsats of ovarseas companies ara translated into
starling at the rates of axchango ruling ot tho balancn sheot date,

Diffarances arising fron changas in sxchange rates during the Year,
insofar as thay zelate to tha net tangible assatg of Ovarseas companiaxs
and ko foraipn eurrency borrowings, ars taken direet to roservas. All
othar diffarences are taken to tha profit and loss account,

Salos

Sales are amountcs receivable by Group compantaes for the sale of their
broducts to third parties and related Conpanies aftor deducting trade
discounts and allovancas,

Rogaarch and development expanditure

rosenxch and developaunt expenditure iy weitren off in tha year in which
it is jncurrad,

AMivertising and sarkaeting expsnditura
Advertiging and Rockating expunditure iz writton off as intvrrad.

Deferred taxation



Beecham Group ple

Intangible fixed assets - goodwill

On the acquisition of a business, fair values are attributed to the net
tangible assets acquired.

Goodwill arises where the purchase consideration exceeds the value of the
underlying net tangible assets. Goodwill has been eliminated from the
Group balance sheet against reserves in the year of acquisition. Profit
or loss on disposal of a business is calculated on the full purchase
consideration, and, where appropriate, adjustment is made to the profit or
loss on disposal in respect of the amourt of goodwill previously written
off.

In previous years goodwill was amortised over its estimated useful
ecoriomic life (normally 40 years) from date of acquisition. The
comparative figures for the year ended 31st March 1988 have been restated
to reflect this change in policy. Tho affect of the change in policy has
been to increase profit attributable to shareholders by £12.6 nillion in
that year.

Tangible fixed assots and depreciation

Tangible fixed assats axe stated at cost or vavaluation legs depreclavica
but bafora deducting capital grants which arve shown soparately wnder olher
croaditors.

Depraciation has bean charged on the cost or ruvaluod amount of the fixed
assats, axcopt fraechold land, in egual annual instalments ovar tho
estinsted useful livas of the assata. Thy avaraga lives for aach mnjor
assot catagory ars:

Freahold buildings - revaluid .. .. .. .. Pariod of vemnining wseful 1ifa
- oth‘r 2e #% a3 ww we 5’0 mrﬁ
Lasaghold land and buildiags .. «¢ oo oo Torm of loase
Plant and Equ’.mc Be 28 e o8 v sE e 10’15 years
Vahicloas ~ 0tOT CAEB oo we oo 40 o oo I Yoars
~ lorries and other vahie ve 7 Yours

Stocks

Stocks ara stated at the lower of cost and net cealisadle wvalue gunerally
using tho f£irst in, ficst out mothod of valvation. The cost of finished
goods and work in progress comprises raw materials, dirset labour and
axpensas, and related praduction ovarhsads.

Related companios

The consolidated profir and losz account Includes tha Group's share of the
profits of rulatud companiss aand tha consolidated balance sheet includaes
the investmant in relited companies at cost lesy goodwill plus tha Group's
shars of their post-atquisition retained profits.

A related company is a gompany in which the Group's Entertst is betwveen 20

par cent and 30 per cent and where the Group has a significant infiuence
over its commercial and financial policy decisions.

12
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Pension benefits

The Group makes contributions to various pension plans which cover the
majority of employees.

The plans are devised in accordance with the local conditions and
practices in the country concerned. The contributions are based on
periodic actuarial calculations and are charged against profits as
incurred. The plans are generally funded by payments to insurance
companies or trusts whose assets are separately administered from those of
the Group. Where due to local conditions certain plans are not extermally
funded, appropriate provisions are made in the accounts.

Leases
An asset acquired under a lease which transfers substantially all the
: risks and rewards of owmership to the Group is capitalised as a tangible

asset and depraciated over the shorter of the temm of the leasa or its
useful life. Outstanding obligations dua under a lease, net of Finance
charges, are included as a liabilivy. The finance olement of the rental
payments is charged to tho profit and loss account over the torm of the
lease.

All other loases are oparating lesses and the rentals ara charged to the
profit and loss account as incurrod.
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Beechan Group plc

NOTES TO THE ACCOUNTS

YEAR ENDED 31ST MARCH 1989

1. Segment information

The analycis of sales and trading profit by business sector and by the
geographical area in which each company is located is as follows:

Saleg Trading Profit
1988/89 1987/88  1988/89 1987/88
fn fn £ Em
Business sactocs
Continuing opert.tions
Pharmaceutical products
Preseription sedicioas 9029 840.9 326.4 279.3
Qvor the counter oedicines 223.3 4.7 59.8 54.8
1,126.2 1,055.6 186.2 33,1
Conusumsr products
Tollotries, drinks and othue
conrumy produsts 8131 1.6 120.7 11%.6
1,939.3 1,827.2 516.9 48,7
Ragnarch and dovelopmral axpenditum - - (132.4) (110.8)
Total contiouing operatione  1,939.3 1,827.2 38,5 137.9
Cparations Discontinsad prior te 31 Maceh 1949 3.5 1L0.6 1.6 7.3
Opezations vold for Sale: Coemqtics 3th.3 357.5 M.l 3%.2
¥eaCore Activitisg 160.8 154.9 9.5 26,5
2,505.0 2,480,2 4597 £10.9
Covprzpliicel armvay
Continadng cperationt
talted Xingpdon
Howe sales 435,7 1.7 81
Vet sales ® el 23e.0
$12.0 00,5 21,2 175.5
Kozt of Bucope §76.5 £70.6 1ns.0 110.2
The Asscitas 2.2 10,2 s 129.8
¥agt of the World 176.3 162.5 9.3 33.2
Intra-grosmp sales (177.1) (176.4) - -
1,939.3 1,827.2 516.9 k18,7
Rosoarch ard development sapeaditure - - {132.4) (110.8)
Total continuing oparations 1,%39.3 1,121.2 385.5 3179
Oporation: discontinved and haid for sale 565.7 653.0 15.2 n.0
£ i =K %N
2,505.0 2,080,2 K5.7 410.9
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Beecham Group plc

NOTES TO THE ACCOUNTS

1. Segment information continued

The analysis of sales by location of customer is ar follows:

1988/89 1987/88
fn in
Contimuing operations
United Kingdoa 425.7 84,5
Rect of Europe £62.4 645.9
The Awaricas 534,7 579.9
fest of the World 216.5 216.9
Tetal continmilng operations 1,939.3 1,827.2
Operations discontirmed and held for zale 865.7 653,0

Group peolicy is that sales between Group companies arve made at prices
which snsuze a falr profit to each company involved.

Discontinued cparations

The analysis of sales and trading profit by business sactor and
gaographical area of the businessas sold during L988/8% and 1987/88 or
in course of disposal at aach year eand, iz as follows:

Salee trading Profit
LT ) 1957/e3 1933/2% 1ys7/88
{n in in iz
Businies sectocs
Pharsicentical products 9.3 274 5.8 5.4
Consumar products 9.2 103.% 1.1 1%.1
Toral  545.7 £53.0 5.2 3.0
Gevgraphical aveas
United Kinpdoa 21.9 8.2 11.4 15.3
Past of Duzops  309.2 3.9 3.9 0.4
The Amvricas 82,5 180.8 1.1 15.9
Rast of the Yorld 37.1 841 12.6 11.4
Total %65.7 651.0 75.2 13.0




Beecham Group ple

NOTES TO THE ACCOUNTS

2. Trading profit

The following amounts have been charged in arriving at trading profit:

1988/8% 1987/85 B

in s .
Dapreciation of tangible fixad assats 67.0 62.9
Operating lease réntals 22.3 23.6 )
Land and bulldings 9.4 10.0 3
Plant, oquipseat and vehiciss 12.9 13.6 N
Othor hire chavges 4.2 3.1 1.
Yemunaration of auditors 2.4 2.3
Direciors' esolusents (3o nots 25} 3.4 1.8 ﬁ g
3. Interest l
1988/29 1987/¢8
in in :
Intexuat payadls {47.0) {3.9) I
Loans vholly repayable within 5 yoaos 1.9 {1s.1)
foons mot wholly xepayabie within 5 yoars {16.2) {10.8) E -
Bark overdrafts and othes thoct terw burzeviegs (.9 (10.0)
Intarost receivable ca deposits ard {rvestrts l
bald ar cumrreat dscaly .2 7.9

Interact (me2) 5.2 2.0

h. Taxation
371155 19a7/es
17 fa

Unitod Lispdos tazaticns
Corguratita tax 107.0 7.9
Dowble tax teliaf (3.7) (156.6)
Mvaza corpacatica tax (4.5) (2.0)

2.3 52.3
Cratatas Lax 1.t 10%.3

Cvacsoas oelated conpunins 1.0 1.8 I

185.6 163.4

Comprixings
Cxrrent tax 182.6 161.2
Daferved tax 3.0 1.6

185.6 163.4

UK. andwemummmw:widdmmnpmﬁtcfﬂnm. UK. corporation tax
nas been calculated at tha rate of 35 par cont (1987/88 - 35 par cent).




Beecham Group ple

5.

NOTES TO THE ACCOUNTS

Dividends
1988/89 1987/88
Pence fence
por share fa per share in
Pagable to the ordinary shaxeholdars
of Beochas Group p.1.ce
pirst interim dividend - paid 6.3p 47.8 $.6p 52.3
Second intoria dividand - payablo 9,7p 73.6 - -
pinal dividend padd - - 8.7p 65.8
16.%p 1214 1h.3p 108.1

The final dividend for 1087/
1988/89 as stated above incl
amounting respectivaly co £2

approved by ghareholders at
19 and 20).

dividend, which is payable

Rarnings per ordinary shate

parnings of 39.73p (1987/88 - 43.34p) have
sharoholders by
heing the walghted averagd numbor of shores

the profit attributable to

and ranking for dividend.

There would ba no significant dilutic
convertible bonds and share options wereé axo

88 and the fir
uda dividends

1o snd
the 1988 2

£.2.5m,

st interim dividend for
taken in
under the arrangepents
nnual general geeting (see notes
®ull provision has been made €or the second jnterim
in cash.

the form of shares

»

been calculated by dividing
757.7m (1987/88 - 755.8m)
in issue during tha year

s of sarnings if the outstanding
geised.




Beecham Group ple

NOTES TO THE ACCOUNTS

7. Tamgible fixed assets

Plant, equipment construc
fand and buaildings and vehiclag tion

Cost or  Deproc- Het book Depruc+ Hot book
Valuaticon fation ameunt Cost  iation  zaant
fn fn fn fn

Group
At beginning of year us.2 233.1 643.9
Bxchange adjustmants 9.0 5.6 10.2
Assats of businasses
sold (4.4) .1 {12.9)
Asgzats hold pending
dispozal (25.1)  (25.3) (60.4)
Additions . 4.9 117.5
Yaclassifications - 15.2 -
Salss (10.1) (%.4) (25.6)
Deprociation for year 58.5 {58.5) of.0)

At ond of year 3761 2687.0 605.7

Coapany
At boginning of yuar 150.9 134,8
Mdftions - 1
Poclassificacions - E )
LO T {5.0) {1.%)
bapreciation for yoar %.9 (25.9)

At end of year 1728 15,7

Tha Group's propaerties worlduide {other than certain small properties)
wera professionally valued on the basis of open warket value for their
existing use or, In the case of certain specialist proporties, on a
depreciated replacement cost basis by Hossrz. Joneu Lang Wootton,
Charterad Surveyors, London, as at 3lst March 1988.




Beecham Group ple

NOTES TO THE ACCOUNTS

7. Tangible fixed assets continued

Group Company
1989 1988 1989 1988
fn in fn fn
The total at cost or valuation for
land and btuildings coaprises:
At 1588 professional valuatien 284,2 342.3 1644 150.0
At cost 24,9 5.2 10.3 0.4
.l 1.5 154,7 150.4
Group Company
198% 1988 15989 1988
in fn fa £
The revalued land and teildings,
stated o an histerical cost
basie, cosprisa:
Coit m.L 269.8 107.% 112.1

Accunlatod depreciation

{50.9) (53.1)

(20.6) (18.4)

17122 6.7 37.3 93.7
Depreciation for ysic 5.9 €.5 2.5 2.4
Geoup Cowpany

139 1924 1983 1938

in fa in fa
Land and buildlngs at cost or valustion
compriat

Powcholds 253.4 9.5 151.8 LY

Long leases {over 50 years wrpired) 8.2 6.8 2.2 1.2

Short leazes 95 1.2 e.7 0.7

307.1 7.8 1547 150.4

Group fixed agsets included at a cost of approximately £158m {1988 £135m)
have been fully dapreciated although they
end.

ware still in use at the year

P Par




Beecham Group plec

NOTRES TO THE ACCOUNTS

8. Investments held as fixed assets

P'elated Related
companies (1listed) coapany (unlisted) Total
Sharos Ratained Shares Rotzined
at cost  profits at cost  profits
£y in fn fa £
Group
At begioning of yvar 4.5 2,6 0.7 2.0 9.8
Exchange adjustmants - {1.3) - 0.3 (1.0)
Share of retainod profits for yoar - 1.9 - 0.8 2.7
At eod of year £S5 3.2 0.7 3.1 1n.$
Ralated
companies (listed) Group companios Total
Starss Shares
at cost at cost Loang
En in in fa
Compacty
At beginning of maax 1.6 320.5 385.8 717.9
Exchingo adjustoants - - .2 4.2
Additions - 158.0 9.4 2314
At axd of yoar 1.6 35,2 370.% 258.3

Tha market valus of listed investmants in related companies on the
basis of ovarsweas stock axchange quotations was Group £46.1m (1988
£35.6m); Company £3.4m (1988 £5.8a).

Dividends raceived from related companias smounting to £).2a (1987/98
£1.3m) are included in the Group's share of their profits.

The principal subsidiary and related companies of the parenc company

are shown on pages 35 and 36.
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Beecham Group plc

NOTES TO THR ACCOUNTS

9. Stocks
Group Coapany
1989 1588 1989 1988
fn in n fa
Raw Materials and consuwables 85.5 109.7 28.4 23.6
fork in progress 19,9 1.1 18.5 33.7
Pinished goods and goods for resale 104.0 156.4 29.3 32.1
300, n.z 96,2 89.4
10. Debtors
Group Company

1989 1988 1529 1983
in in 2 1

Yalliog dus withia ooe youx:
Teade dabtors I2%.5 K059 85.6 82.8
Asounts owod by group compandos - - 135.8 127.0
Amounts owad by related covpany 0.4 0.4 0.4 0.4
Othar debtexs 311 5.4 5.3 7.2
Propaymints and acerved jncoos 25.2 1.7 4.9 5.6
L2 410.4 230 223.0

Talling dua aftar soro theo oo pwrs
M d&btbﬁ 201 0.1 1.9 -
Asounits owed by sslated cospaay - 2.0 - 2.0
Procoeds frow dicposal of tusicesves 12.3 - - .
Gthar debtors 1Y 1% 1%.5 - -
Prepaymante and scczued fnoose 1.2 2.0 0.1 0.1

Daferred rayation, including advance
Wmim tax 45,5 7.4 .6 5.5
.3 55.6 N6 s N
L50.5 L3 TR b€ 2516
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Beecham Group plec

NOTES T0 THE ACCOVNTS

11, Disposal of businesses
1988/89 1987/88
in in
Proceeds from dispogals:
Cash received from disposals 64,8 19.6
Expensss and provisions (9.3) (12.8)
Cash recsived from dsblors - 51.3
5%.5 117.1
Amount included in debtors 12.3 -
61.8 117.1
Assets hald pending dispozal
Group Conpany
1989 1985 1989 1988
fa fn ia im
Tangible fixod axsetx 61.% 15.7 .1 0.8
Stocks 107.4 10.1 - -
Debtore 1.4 B.1 - -
Cash less borrovings 9.8 (0.8) - -
Croditors and provisicns (127.4) ()] - -
163.0 %8 0.1 0.8

The aztats held perding dirposal at JIst Karch 1988 mainly rolated to Zeechan Commatics Inc.,
a V.3, commatics and fragrances busindss, the zale of vhich vaz conplated on 20d Aupuct, 1968,
Aszats held pending dixposal at st Karch 1989 arw the rowsining commties and fraprance

businassas and certain other oot tesinetsas,

12, Investmants hald as currant assats
Ceoup Corpany
1%y 1928 i9%% 1983
in in in £a
Starilng floating rata notas and ctewsrcial piper  320.2 - - -
W5, Dollaxr Floating rate notes and commrcisl papber  299.5 - - -
Dautschaark Floating rate notes and commercial papar 18,0 - - -
U.K. certificates of tax deponit - 12.9 - 12.9
Ovexraas mcuritles ab coct:
Listed 0.4 2.0 - -
Untisted 13,2 5.1 - -
65]!3 ZG-O - 12.9
Market value of floating rate notsas and comearcial
paper  £IN.7 -
Market value of overseas listed tecurities 0. 2.0

22
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Beecham Group

NOTES 'TO THE _ACCOUNIS

Cash at bank and in hand

1988
in fm

56.1
28,2

8h.3

Loans and overdrafts - amounts f£alling due within one year

CGroup Company

198y
fn i

Loans ox instalsants tharoof xwpayible
vithin ona ysar (tes note 18)
Shart~terss tunk Lowus and cyverdrafts:
Socured, sainly on curreat assats
Urgacured

Other creditors - amounts falling dus within one year

Croup Conprsty

1545 1vs2 1953
in £ in

Paysente received o docomt 1.0
Trade creditors
siils of eschange payabls
Ancunts owed to group cospanist
Conpury taxation
Other taxas and social secuxity
Othar creditors
Accruals and deforred income
Dividacds

v




Baecham Group ple

NOTES TO THE ACCOUNTS

16. Loans - awounts falling due after more than one year

Group Company
Latest
repaynent 1989 1988 1989 1988
date fu 1] in im
Debeatirg loans and bank leans:
Steriing
Fixed rato
Obligations under finwnca leasse . 0.2 - 0.2
- 0.2 - 0.2
Foreigy currmcies
Fixed rara
G /4% U8, dollar convertible basds 1992 - 0.3
7 3/8% Deutschuark beods 1994 2.5 2% | 6.5 64,1
Bik to 12 7/8% U.5. dollar notes  1929/9 41.0 4.0
V.5, dollar revolving credit facilitiss - 9.4
Eank {oas 1.2 15.1
Other lons 0.8 2.9
Tisatisy rate
Liry dark louns 1990 1.4 1.0
Burk lsans p 1/ 15.2
Otdar Youss .0 8.1
1331 .7 6.5 6.1
Total louss 133.1 4.9 62.5% 4.3
Pepayable withln oo year (ses nuts 14) {5.9) {10.5) . {0.2)
nrs 2544 52.5 6.l
Ths 1alest epryweat dites for Lases
oo instaimnts tdexwof are 2x follons
Payoal 3 yexry
Dailennxes »  luwy gung b8 7.2 62.% 4.1
» Indtalmats 19,4 27
Bark loant ~  Dow st - 1.2
» Imsctalments 1.9 5.4
Betwewa T and 3 years
Datwntwras 13.% 1%.9
Bask Jesnc 3.t 16,9
Setweea 1 and 2 waars
aﬁm "13 .0
Tank loane 2.% m.y
117.3 .5 %2.% 6.1
Apgrepats of loans xepayible by jastaiments
any of viich fall o bayond 5 yars Al.b 43,4 - -

Loans of £2.6¢ {1988 £2.6a) axe secured, minly co fired zssets. Host lozas can be repald at an earlier

date at the borrower's option.
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NOTES TC THE ACCCUNTS

Beechan Group plc

17. Other creditors - amounts falling due after more than one year

Group Company
1989 1988 1989 1988
H. | in fn fn
Coopany taxation 4.9 12.1 - -
Othar creditors 7.3 8.9 0.2 0.3
Daferred income - expital grants 7.3 9.3 7.2 §.0
19.5 30.3 7.k 8.3
18. Provisions for liabilitiss and cherges
Profit Other
ard ioss wava-
198 aceat, sant 1988
171 fm 7.1 i
Group
Uofundod cost of providing pensions wednly for
ovarsaas eaployoos (Encluding £1.3a - 1928
£1,2m-g0t rside to fid pmasions Ip ruspect of
former directors) 2.2 LX) (15.6) 3.9
Pscrpaalration corte 271 6.7 (7.6) 28.0
Statutory retirenest 2od severanoe pay
for ovarssns employeus n.7z .3 (2.5) 11.5
Deforped taz 9.2 1.9 2.1 16.1
Otiwr provisions 25.7 (3.5) {5.8) 36.0
110.9 1.9 {30.5) 122.5
Conpotry
Dufirred tax 6.7 0.9 - 5.3
Ottue provisioans $3 - {0.2) 5.5
134 0.6 {2.0) 15.0
Coowp Coopany
¥ 1448 1589 1983
in ia in £a
Daferred tar
Provicions Inclnded in Uw accomiss
U.X. capital allowsnces utilised In wacess of
dapreciation changed 1.2 2.3 1.2 .5
Other tiaing diifersacas 245 15.9 10.0 6.6
Mvance cigporation taz resovetable .5) (3.3 {&.5) {3.3)
19,2 16,1 6.7 5.8
Potantial liabilities and vecoveries mot
provided fn tha asowunts:
UK. capital allowances utilised in escsss of
depreciation ctarged 5.3 £3.7 £9.0 A6
Other timizg qifferences (r.9) {16.3) (1.2) Q.1
.6 .8 A7.8 k3.5
Anaumt of advance eorpotation tax written off
and available for fuhaoe recovery {31.2) {35.9) £28.2) (21.3)

25



Beechaxn Group plc

NOTES TO THE ACCOUNTS

19. Called up share capital

1589 1988
fa in
Ordinary shares of 25p each
N.Iﬂmriﬁw - 1,000,000,000 250.0 250.0
Issued and fully paid - 759,055,544
{1988 756,715,27%) 189.8 189.2

Buaber of Noaipil Share Congid-
thares valua proadum eration
fa fn in
Dotails of ordimary sharos allotted during tho yaar:
Conversion of U.5.$625,000 pavsal of a
subsidiary's covurtiblo tonds 203,755 0.1 0.1 0.2
Exarclse of cpticns wder the axscutive
ghire cption sebwass 1,008,090 0.3 3.4 1.7
Shares fxzmd at par in ted of dividonds 930,849 0.2 (0.2) -
Sharws icsted undec sepleym shice schwas 137,646 - 0.6 .6
2,240,270 0.6 3.9 .5

Tha unissucd ordinary shares wars subject to:
(1) Options outstanding at tha yesr end and geanted ir
raspoct of the following exasuriva share option schemass

Susbar Uption
Schena Optionz graated of sharve price Erercizabla
1982 Dectabar 1382 111,040 344 = 350 vp to 21.12.1989
1982 Dacobar 1583 249,040 320 - W% w to 20,12.1950
1981 Peconbar 1484 146,00 374 = 2ilp ¥y 30 9.12.195
1984 Decosbur 1954 454,000 3w W o 9.12.199%
1902 July 1383 29,000 305 = 3% wp to 17, 7.1992
1934 Jely 1985 000 N up 5 12, 7.199%
1982 - July 1946 1,000 13 e 7,392 to 23, 7.1993
198 July 1956 704,009 0y Zh, 7,1929 to 23. 7.199%
iy Foveabur 1985 285,130 L20n 28311989 o 27.11.1943
1984 Horva fOnc, 1964 398,500 115 - 420 28.11,158% v 7.1%.15%%
1934 Jaruncy 1987 158,00 2 Lo 1,199 to J1.12.1%%
1022 July 1987 805,000 1~ S 0. 1,19% o 21, 7.1954
1584 July 1347 39,000 572 - S8 0. 71990 to 2. 7.1997
1932 Deceebur 1547 4,000 L0 31321990 ta 30.12.193%
1984 Decesbar 1537 24,008 LSip 3L.13,1990 2o 30.12.19%7
1982 Juiy 1552 17,00 L7k 20. 7,191 to 19, 7.1995
198h July 1928 1,450,000 Ly /43 0. 7.1991 to 15, 7.1998
1984 Decenber 1583 131,000 Stp 81,1991 to  7.12.19%8

Options granted to directors, included above, are shown in note 24.

(ii) Options outstanding at the year end granted in respect of the 1988
Savings Related Share Option Scheme amount to:

Decesaber 1988 1,419,282
Deceaber 1988 578,606

26

uY
x10p

1. 3.1995 to 31. B.19%%
1. 3.19% to 31. 8.1996

s

At

- b



4
R

Beechan Group ple

NOTES TO THE ACCOUNTS

20. Reserves

Re- Profit  Rolated
Share wvaluation Other and luss coaganies’ Yotal
preniun  reserve russxrves accoutit reserver reserves  1987/83
in fn (1] 173 fo in fm
Croup
At Yegiouiog of yoar:
As praviously xeported  278.1 1199 0.2 8719.5 46 1,302.3  1,076.3
Pricy year adjustsent rulating
to chargze 1n accounting poticy
for goodwill (nots 21) - - - 61.9 - 67.9 53.0
As restated  278.1 19,2 20.2 9.4 4.6 1,370.2 1,13%.3
Bovewoerts In yere:
Profit retained for the ywax - - - 116.9 2.7 179.6 142.9
Pxchangs adjustmats - 1.2 - 15.4 {1.0) 15.6 (31.2)
Share peeadow teancfec (277.9) - 2.5 - - - -
Promiuns on shirs {esues, loss wxpaares 3.9 - - - - 3.9 1.7
Dividande tsian in sexip fora - - - 48 - L5 5.2
Coodwill sacrtisatisa relnceatad
o disporals - - - (5.8) - {5.8) {2.5)
evaluesion ressve - {13.4) - 1.2 - {12.2) 17r %
At end of yuaz 4.5 10,7 7.7 1,139.7 8.3  1,535.%  1,370.2
Congartry
AL bopliaboe of year 2781 55,7 37,2 37,7 13,7
Fovemente i yoirt
Profiv retalned for tn year - - - 1.5 nLs
Shire prenbim trassfer (277.9) - Fit ] - -
Prowlons o shatw livves, bz erpesees 3.9 - - - 3.9
Dividends takan In secip forn - - i 4,5
Revatestion reservn - 1.5) - [ X% (L)

The parant company's share premiva, rovaluation veservae and dther rvesurves
are not available for discribution.

Tha reservas of oversaas subsgidiary and raelated cospanius inclode £122.5a
(1988 E139.1m) which is currently not avallable for distribution to the
parent company dua to local gtatutory, contractuval or exchange control
rastrictions,

Net exchange lossas of £8.0: (Group) and losses of £2.2a (Company) on
foreign currency loans less daposits hava been taken to regerves.




Beecham Group ple

NOTES TO THE ACCCUNTS

20. Reserves rontinued

No provision has been made for taxation liabilities which would arise
on the distribution of profits retained by overseas subsidiary and
related companies as, in the main, the profits are permanently
employed in the business.

In accordance with the special resolution passed by the shareholders
on 27th July, 1988 and confirmed by order of the High Court filed on
10th October, 1988, the share premium account has been reduced by
£277.5m. This amount has been transferred to an undistributable
special reserve in the company's balance sheet.

21. Goodwill Reserve

1989 1988
Group ia o
Prior year adjustwant ralating to change in policy 502.4 533.1
Mditions 1.1 -
Disposals (15.8) (30.7)
Goodwill eliainited carried forvard A83.7 502.%

The above amounts represent the gross amounts of goodwill arising on
acquisition of businesses (including investments in related
companies) stated after allocating appropriate proportions to
minority interests and are eliminated against reserves following the
change in accounting policy. The amounts of amortisation previcusly
charged against the profit and loss account have been added back to
reservas (see note 20).

22. Comnitments

Group Coapany

1989 138 1939 i9:8

fa fa fa fa
Capital capeoditure sithorisod by tie directocs:

Consitied 6.0 27.8 15.6 11.6

Xot yot cooad tted 4.8 3.9 1.2 21.6

50.8 0.7 9.8 312
Loiso comaitmants dua, mainly in roasonc of
1and and butldings:

within one yoar 17.5 15.7 1.2 1.3

batween 2 tnd 5 years 3.2 7.0 2.7 2.4

beyond 5 ysars 35.6 .1 5.k S.h

35.3 825.8 9.3 9.1
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Beechan Group plc

NOTES TO THE AGCOUNTS

23, Contingent liabilities

Contingent liabilities existed at 31lst March 1980 in connection with
guarantees given by the parent company on behalf of its subsidiaries
and other guarantees and contingencies arising in the ordinary course

of business. These are not expected to give rise to any material
financial loss. In addition, there existed litigation and other

potential issues, including U.S. environmental matters, which so far
as they are not provided in the accounts, are not considered material

to the Group or parent company.

1989 1988

fn in
(i) Asount cutstanding apainst guarantees glven by
the parent compamy on bahalf of its

subsidisries in respect of their loans 189.3 134.5

Group Coapany

1589 1983 1989 1988

fa fa in fa
{i1) Othor comiingont 1fabilitios mainly in recpect
of billx dizcounited and bank guarantoss for

which no provision is conxidered rmcostacy U2 - 20.3 1.9 3.2
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NOTES TO THE ACCOUNTS

24. Directers'! Interests
The following beneficial interests of the directors in the Group are
shown in the register maintained by the company in accordance with
the Companies Act 1985:
Beochaa Group p.l.c.
Beecham Group p.l.c, ordinary shares under optionk
ordinary shares Granted Exercised
31.3.89 1,4.88 31.3.89 during year 1.4.88
R.P. Bauaan 5,220 5,058 666,174 2,004 - 664,170
J.6. Andresg - - 189,000 - - 18%,000 ¢
AR.P. Buxton 2,770 1,000 - - - -
Sir Robert Clack 2,453 2,60 - - - -
H.R. Collun 2,500 2,500 172,713 14,7118 - 158,000
R.M. Gerbar &40 Mo 55,000 - 40,000 95,000
1.7.8. Hunter 10,160 9,088 159,004 24,004 - 135,000
P. Jackson 1,000 1,000 87,218 18,218 - 69,000
Sir John Kiogsan »21 409 - - - -
K.R.L. Mansford 10,317 9,245 120,718 27,18 - 93,000
R.P. Tatman 10,769 10,376 139,218 54,218 - 85,000
J. ¥hite S0 500 - - - -
Notes:

#*The directors held these options under the Group's share option schemes

raefarred to in note 19,

prices in the range 419 - 476p per share and those in previous years were
In accordance with the results of the
schemaes, ths option price in respact of vach grant is an average of the
market price of the ordinary shares in the five dealing days preceding
the date of grant.

in the range 307 -~ 579p par shara.

CGrants made during the year were at option

At date of appointment 28th Septambar 1988.

Mr. H.R. Collum had a non-beneficial interest in 2,300 shares (2,300

shares at 1st April 1988).

During the period from the end of the

financial year to 22nd Hay 1989, Hr. H.R. Collum's non-beneficial

interest reducad by 600 shares.

During the peried from the end of the financial year to 22nd May 1989
there were no othar changes in any of the above intarests.

During or at the end of the financial year no director or connected
person had any material interest in any contract of significance, in
relation to the Group's business, with a Group company.
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Beecham Group plc

25.

NOTES TC THE ACCOUNTS

Directors' emoluments

The total emoluments of the directors for the year, including pension
contributions, were £3,379,681 (1987/88 £2,786,886) including £78,129
(1987/88 £97,333) in respect of directors' fees. Payments were made
to former directors totalling £281,113 (1987/88 £192,171) inclufing
£131,113 (1987/88 £92,171) in respect of unfunded pensions.

The table below shows the number of directors, other than those who
worked wholly or mainly outside the United Kingdom, whose emoluments
during the year, excluding pension contributions, were within the
bands stated. Five of the directors (1987/88 four) were directors
for part of the year only.

Gross caoluaents ¥umbar of directors Gross emolunants fuaber of divectors
1988/89 1987/88 1988/89 1937/88

5,001 - 10,000 2 - 150,001 ~ 145,000 - 1
15,001 - 20,000 3 5 145,001 ~ 150,000 - 4
35,001 - 40,000 - 1 160,001 - 165,000 1 -
45,001 - 50,000 1 - 175,001 - 180,000 1 1
50,001 - 55,000 - 2 150,001 - 195,000 1 -
85,001 - 90,000 - 1 195,001 - 200,000 - 1
115,001 - 120,000 1 1 210,001 - 215,000 1 -
120,091 - 125,000 - 1 255,001 - 260,000 1 -
125,001 - 130,000 1 - 690,001 ~ 695,000 - 1
135,001 - 140,000 i - 835,001 - 840,000 1 -

The emoluments of the Chairman included above were £835,755 (1987/88
£693,474)

On lst September 1988, Mr. J.W. Robb rasigned as a Director of the
Company but remained an employee under a service agreement. On 28th
February 1989, the Company terminated his employment paying him
E475,000 by way of damages for premature termination of his contract.
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NOTES TO THE ACCOUNTS

26. Employees

The average number of people employed by the Group analysed by the
geographical area in which they are located was as follows:

1988/89 1987/88
United Kingdon 11,400 11,300
Rest of Burope 11,500 1,700
Tha Apericas 7,500 8,400
Rost of tho World &, 400 4,400
35,200 35,800

Tha total eaployment
costs were in in
Salaries and wages 472.6 L67.7
Social gecurity coarributions 1.2 77.5
Ponsion bemmfits 5.0 26.1
578.8 5n.l

The reduction in the avarage number of people was mainly due to the
disposal of a number of businesses during 1988/89.

A0 The number of employees of Beecham Group plc who earned more than
) £30,000 in the year, excluding those who worked wholly or mainly
A outside the United Kingdom was as follows:

- i‘.‘_-f . Grose eaclusents Tumber of emplojoss Cross emolusmts Sambar of eoployoes

W 1928/89 1987788 1958/59  1987/88

Yy 30,001 ~ 35,000 % & 0,001 - 85,000 s 2

35,001 - 40,000 66 7] 85,001 = 90,000 1 1

2N 40,001 ~ 45,000 13 3 $0,001 - 95,000 1 -

45,001 - 50,000 19 15 95,001 - 100,000 3 -

50,001 - 55,000 Y 7 105,001 - 110,000 1 -

55,001 - 60,000 10 & 110,001 = 115,000 3 -

60,001 = 65,000 12 ] 120,001 « 125,000 1 -

65,001 = 70,000 2 % 130,001 = 135,000 1 -

KT 70,001 - 75,000 ¢ 1 135,001 - 140,000 1 -
e 75,001 - 80,000 4 -




¥ EEr LTI A —
3 o S T tleb g e e G w T Pa,hoa L N
St :\'“3;';’\ Nl At e e el e, e [T,

* Beecham Group plc

EI NOTES TO THE ACCOUNTS

27. Subsequeni: Events

On 1lth April 1989, the Company entered into an agreement with
SmithKline Beckman Corporation ("SmithKline") together with certain
related entities. The agreement provided for the reorganisation and
merging of certain of the businesses of SmithKline and Beecham.
Adoption of the agreement and consummation of the transactions
contemplated thereby are subject to shareholder approval and certain
other conditions.

As part of the transactions, SmithKline will, immediately = Lor to
the merger, distribute to its shareholders shares in tw-
subsidiaries, cash and preferred stock of SmithKl .n- ¥ollowing
these distributions, SmithKline and Beecham wil? .11 become
subsidiaries of a newly formed holding company incorporated in Great
Britain.

Simultaneously with the execution of the agreement, SmithKline and
Beecham entered into agreements to co-promote, subject to the
existing rights of third parties certain of each others' respective
products. SmithKline also granted Beecham exclusive rights {except
as to SmithKline licence and, subject to certain rights previously
granted to othar parties), to sell under its own trademark
over-the-counter cimetidine (the active ingrediert in "Tagamet").

A number of class and derivative complaints have been filed by
purported sharaholders of SmithKline against SmithKlin», its
directors and Beecham, alleging among other things, violation of
fiduciary duty (and, in the case of Baechanm, aiding and abetting the
sama) in connoction with (1) negotiating and entering into the
agreement to merge SmithKline and Beecham and (2) the adoption by
SmithKline of a shareholder rights plan. The complainants seek,
among other things, an injunction against tho merger and redemption
of the sharaholder ziphts plan. The directors of Beecham are of the
opinion that, although the outcoma of the iitigation and proceedings
cannot be predicted with any certainty, the ultimate 1iabillcy, if
any, should not have a mataerial adverge effect on the financial
position of tha Group.
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Beecham Group plc

AUDTTORS' REPORT

To the members of Beecham Group p.l.c.

We have audited the financial statements on pages 8 to 33 in accordance
with Auditing Standards.

In our opinion the financial statements give a true and fair view of the
state of affairs of the company and the Group at 3lst March 1989 and the
profit and source and application of funds cf the Group for the year then
ended and have been prepared in accordance with the Companies Act 1985.

D“; I > S-S
Price Waterhouse
Chartered Accountants
Scuthwark Towers

32 London Bridge Streat
London SEl 9SY

23rd May 1989
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Beecham Group plc

PRINCIPAL UNITS

Pharmaceuticals
COUNTRY
United Kingdon Beochan Animal Haalth

Beechaz Phurmaceuticals

Beechas Products Overssas

Beecham Rasearch
International

Beecham Todletries and
Health Ciram - UK.

Australia Bsecham (Australia) Pty, Ltagk
M‘m m Thirea Ges.u.b.H,
Balgiws Barchum tharsa 3.A.

m S.t\o

Fournex B.¥.6
Brazil Labovatocioz Boackon Lid2.h
Canada Boechim Cacads Ins.k

Bodchem Laturatorias I, ¥
Francs Peechizn Departemesy

Yetucioaice 8.4,

DBeachas Products Fraces S.A.

Laboratolres Neolxit $.4.

Lag taboratolzes Boobad S.AF
Gromca Beochons Hellas C.1.3.4.
Troland Bechin Taborstories (ol %

Boxchomt o Poeland | 482

Soclutz 1tale-Seltsexdes L,

Astond {(Suk)Hd

De.lo Zubaletil .94, (NN}

Japan Bowchan Yahhia X5,

COUHTRY
Malaysia Boechan Products (Far East)
Sdn. Bhd.
Haxico Boechan Farmaceutica
S.A, da C.Y.*
Batharlands Benchan Paraa B.V.X
Beschan Produets B.V.*
Few Znatand Beechaa (Hov Zoaland) Lodh
Nigeria Boochan Lrd. {&0%)
Pakistan Boochan Pakistan (Private)
Ll (60%)
Portugal Boachua Portugussa Productos
Farmacauticos ¢ Quindeox Idx.
Singrporo Bosthaa (Huxfrcturing)
Sirgapece Yie, LA,
Eetchian Fharzaceuticale
(ta.) 1244
Soath Africa Beechian Phasmaceuticals
{rey.) Lud
Tectan South Africa
{rey) Lt
$aln Labotatorions Boechan S.A. ¥
Zustwintt! Expama 5.A%
Soitieriand Poectan .G,
U.5.4. Sechan Toc. A
Beachan Laboratoring
Bootus Products
Serciiff Theyar Inc.tf
Ymaiown]x Peochas (Yeontoals) 8.A.%
Mett Cecouzy Pooxhan-Vulf iy
ConbH, & Co., K.CXS
Tink C.a.b.H.2

Lingact + Fischer Con.b.lLAF
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PRINCIPAL UNTTS

Consumer Products

COUNTRY COUNTRY
Undted Kingdea Beecham Bovril Brands Malaysia Beecham Products (Far Fast)
Beechars Products Ltd.F Sdn. Bhd.
Beechan Products Overseas
Beechan Toilotries and Mexico Beechaa de Hexico S.A.
Health Care - U.K. de C.V.*
Bond Streot Cosmatics Ltd.?
Bovril Ltd. Monaco Lancaster S.AM.%
Horlicks Parxs and
Dairies Ltd. Hotharlands Boecham Products B.V.*
Hoxlicks Etrd,
Lentharic Horny Ltd.% Kigeria Besclua Ltd, (AO%)
Yaxdley & Co. Ltd
Singaporo Boecham (Haoufacturing)
Brazil Laboratorfos Becchoy Lida.t Sinr2porn Pte. Ltd.
Canada Soecham Carnds Ipc.t South AMrica Beocha South Africa
Bovril Camada Inc.* (Pty.) Ltd.
Yardlay of Lendon (Africa)
Colambiz Yardlay of Leadoa Pty. Ludk
{Coloabizza) S.A.% .
Spain Boxchax Cormatics S.A.%
Doroarck Eechaa-Lanco AJS Yortuaeria Parera 3.A.
Williaas Hispinia S.A. (50%)
Yrance Baecha Prazrances 5.4,
Baechoan Feedacts Foancn S.A. U.5.A. Boec’un Inc.tf
trochay Products
tiong, Kooy Bacchan Frokicts
(thoogt Tong) Lxd. Soomtueix Peochsa (Vezsruala) S.A.%
India 5 AT LT 5T Vst Oiomany Fink G.o.b.H.A
Jil Sundor Comaatics G.a.b.M.&
Irelard Beachia of Lreland Lid, % Lingner + Fischar G.w.b. H.2F
Hargaret Astor A.G.¥
Italy Baeckam Italfa S.p.0. (51%) Lancaster G.m.b.H. %

Sociata Italo-Redtamdes L.
Kinatti=H, Robarts k C. per
Atlond (5(%) &5

(1) Equity cspital In coopunlies s vivily ovons
(unless otharvize stalsd, vherw the Crosp's
paccoatagn ovnership is showm). lovestnects
in companias are hald by Boscham Crup p.l.c.

or, vhare narked®, by itz mbsidiaries.

{ii) The comtry under which sach company appoars
is both the country of incorporation aod of its

principal cperations,
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Tho subricdiaries marked £ are thoes which,
in the opinion of the directers,
principatly affected the anount of the
profit or thy azcett of the Croup. In
additicn to the companiss shown in the
above izt the Ceouwp xlso bolds
izvostmats i sauy other subsidiary and
related companies; davalls of all Goowp
companies will be anoeoxl to the Campany's
paxk aorual retimn in cospliance with
Section 23t and Parts T and IT of Schedule S
of tho Companies Act 198S.




