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Total operating profit (£ million) Operating cash floy {E miliion)

Dividends per share (p)

70 90 o B T
60 T g 7
50 - Zg é
40 50 5
30 40 4
= 30 3

N 0 2
10 ;' o N
0 % 9% 57 o3 3 o5 9% o7 95 &

95 96

Bafore exceptional ltems includes dividends received from joint ventyres

and assoclates

" Pre-exceptional, Pre-tax profit £48.3 miilion
* Sales £815 million, up 4% (+10% CER)
*_Return on sales 7.3% (7.7% CER)

* Resuits adversely affected by two key factors:

- Strength of sterling and devaluation of Asian currencies —
£7 million profit impact

- Reduced exports to Asi; Pacific ~ £6 million profit impact
" Strong cash generation: operating cash flow, including dividends from

. .

Joint ventures and assoclates, up 61% to £73 million

* Net debt reduced by £11 million in second half to £148 million
" Sound balance sheer. gearing 45%

* Interest cove; 2 times o

' Unchanged final dividend 4.8p Proposed (full year uncnanged at 7.15p)
*_Basic and adjusted EPS 10.8p

CER feanstant 2xchange rates! - results in underlying currencies, efiminating transfaiion and transaction effagis,




As | write my statement this year | find myself in the unugyal
situation thar our Company is in an offer period and itis difficult 1o
predict the eventual autcome,

Events of the past few weeks have demonstrated the complexity
of the world in which we live angd the rapid change that js taking
place in the chemical industry,

Against a fairly hostile market environment we have been
striving to position the Group for growth across irs world-wide
Operations. However, the effects of currency, particularly the strong
Pound, and the global slowdown in the intermediate chemical
industry, have made it extremely difficult for us 1o show any real
Pregress in financial terms, Nevertheless the actions we have taken
in difficult circumstances have strengthened our world-wide
network and this competitive advant.ge, tegether with oyr
technical excellence, makes ys attractive 1o others that have
not suffered from such financial constraints,

! have written separately to shareholders setting out the natyre
of the Board’s fecommendation of the offar fram the Albamarle
Corporation of the US and do notintend to dwell on the matter here,

Earnings and dividends
1998 was not an easy year ip manufacturing Industry, especially in
the UK, and we were disappointed with our financial performance,

by 209,

The continuing effact of econornic difficulties in Asia and the
siowdown of activity in a number of S€Ctors made 1998 another
challenging year, we have, however, continued 1o focus oyr attention
on reducing the cost base gnd improving cash flow,

Animportant feature, given s relevance to the creation of
long-term, sustainable value for gur shareholders, was the Group’s
strong cash flow performance, Farticularly in the second half of the
vear It supports the Board’s recornmendation of an unchanged
final dividend of 4.80p, making the full y2ar dividend also urchanged
ar ?.15p,
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1998 sales by geagraphic origin
Includes shara of Jointventures' ang assoclates' sales

Cur employees
During the year | visired operations in €ach of our three geographic

takeovers,acquisirions and mergers, which can only have an unsettling
effect.| would like 1o thank everyone for their staiwart support,

I would like 10 mal.e special mention of two directors who retired
during the year.dohn Adsetts, Technical Director since 1987, retired
in May. lan Black, who retired in December, served Albright & Wilson
for 31 years, the fast three as 3 director.On his fetirement, lan was
Chief Operating Officer and President of the European region, | weuld
like to warmly thank John and lan for their servica 10 Albright & Wilson
and wish thers and their families well in their retirement,

Health, safety and tha environment

As reported on Pages 10 and 11, the Group has achieved its lowest ever
level of lost time accidents, has made Substantia) progress in improving
fts environmental performance and remains one of the betier
performing membeys of the UK Chemical industries Asscaiation,

The future

The firm act.ons taken by the management team srovide a seld
foundation for the Group to build UECA.Tremain confident that

We are actively ang aggressively pursuing aciens that wiil

enhance Albright & Wilsen's abiity 1o Create lieng term value for

its shareholders,
é—; L-}ot.u-.f-.., .S —_— .

Sir Christopher Benson harman
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Exécutive’s

Continental Europe: 41% compound annual ~ Americas: 37% increase in orerating profit

Mexico: 13% compound annual sales

growlhn operating profit since 1995 since 1995 growth since 1995
150 45 150
— an
2s
2 = 125
100 30 100
25
75
% 75
50 15 50
53 10
] — 25
_ 5
¢ 95 96 97 ) 95 95 97 0 95 96 97

Operating profit (£ milllon)

from October 1997

Review of 1998

As Sir Christopher indicated, 1998 was a year in which extremely
challenging market conditions affected our industry. The global
chemical industry faced new competitive pressures, leading

to a sharp fall in the prices of many commodities. Also, many
products once considered speciality chemicals came under
sevare price pressure,

Certainly, all of these industry dynamics affected Albright & Wilson,

The Groups financial performance, and the specific factors
affecring it, are described in more detail in the operating and
financial reviews. Suffice to say, our earnings performance was
disappointing but was mitigated by a stfong improvement in
cash generation.

Before discussing the strategic position and future development
of our three technalogy groups, | thought it would be helpful to
Hustrate the strength of our global portfolio from a different
perspective,

Balanzed international portfolio

The pie chart opposite shows turnover by origin, Gur portfolio is
well balanced between the UK, Continantal Europa, the Americas
and Asia Pacific. Event though the proportion of sales produced in
the UK has dropped from 34% to 302 since 1995, the relative size of
our UK business is still a key feature of the Group,

Continental Europe

wnce 1995, the year we floated, we have almost trebled the
operating profitability of our Continenia! European operations, 1o
£14 millian from £5 million. The operations are all surfactants sites
and the trend shown mirrars the progress made in that technology
group over the last thrae years.We have grown higher value products
and changes have been made to ensure the network of assets
operates on a pan-European basis.

The Americas
We made good progress in the Americas with sales and profits up
10"y and 608 respectively. Regional operating profits have increased

Operating profit {$ million); ARW Trey included at
50% fram January 1995 to September 1997, 100%

Sales, 100% basis ($ million)

$11 million since 1995, aided by the acquisition of the Mexican
phaosphates business, There was continued growth of specialised
food phosphates and surfactants, but many US industrial markets
were affected by reduced exports 1o Asia.

Mexico - a succass story
Locking specifically at Mexico, you will recall that we made our
original Investment in December 1994, In the four years since then,
by applying our product and process technology and integrating
the activities into our giobal phosphates network, we have achieved
sales and EBITDA compaund annual growth rates of 13% and 10%
respectively.In 1998 A&W Troy's return on sales was 14% and some
50% of the business was exported into competitive world markets.
Following the loss of volurne from @ major customer in the fourth
quarter of 1996, not only did the business quickly recover, but it was
greatly enhanced with a more diverse customer base and new
products.! am now pleased to report that volumes with the
customer concerned are again approaching pre-1997 levels,

Resilient performance of Asian operations

Despite the economic difficulties prevailing during the last

18 months or more, in 1998 our Asian cperations turned in an
cperating profit approaching $13 million, marginally ahead
of 1997,

Following an initial decline in the immediate aftermath of the
Thai baht devaluation in the third quarter of 1997 and subsequent
regional currency turmoil, these businesses have proved 1o be
extremely resilignt. Margins racovered as a result of managemant
securing price increases o offsat lower volumes, favourable raw
material contracts and rigid controf of local currency fixed costs

Sales to emerging markets

A key aspect of the Asfan story is the impact that the devaluation of

lacal currencies had on our ability to sell products into the regian.
The chart on page 4 shows our export sales from the UK and US

tw Asia and Brazitin 1997 and 1983, The value of expnrts 1 Asia fell

to 3cout £30 million in 1998 frem roughly £50 mullion in 1997
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Resilient Performance of Asian operations Lower exports to emerging markets

Declining profitability in the UK
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10
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1997 1998 Asla Paciflc Brazi
Asla Pacific: return an sales by quarter (%) B PDEA i Surfactants Phosphates Operating profit excluding corporate costs (£ milllon)
ncludes exchange fosses on assaclates’ US$ .
denominated Joans Export sales from the UKand Us to Asla Pacific and

Brazil 1997.98 (£ million)

Brazit directly accounts for only a small part of the Group’s sales,
but we remain confident it will be an important marret far usin
the future.

Our UK business

Since 1996 the profitability of our UK business has reduced by half.
Thiee factors have coftributed to this, two resulting from the
strengthening of sterling against euro-zone currencies since
August 1996,

First, profits have been hit by £9 million due to the currency
transaction effect on foreign currency denominated sales contracts,
Traditionally, 409 of UK production is exported, highlighting
our exposure,

Secand, we estimate the underlying currency economic effect to
be of similar magnitude. This economic effect is the result of lower
prices in the UK, driven by cheaper imports into the country,

Third, we have suffered a £53 miflion increase in pension costs
due to the changes in the treatment of ACT and investment
performance, Matters affecting UK pension costs are refer.ed to
on page 15,

After stripping out the effect of these negatives the U business
has improved by £5 million, despite the downturn in industrial
demand in 1998, This underlying improvement was driven primarily
by restructuring the operations coupled with some growth of
new products,

Actions to imprave the performance of the UK business

We are now n full stride in making further changes in the UK. There
has been geod support from our skilled, dedicated employees to
improve productivity, increase rgw material efficiencies and provide

flexibility as we make the necessary changes, As we streamline
the operations there have been significant redundancies, yet the
changes have been achieved with improvements in customer
service and safety,

Dug to the relative strength of sterling we have reduced our
capital spending, as illustrated in the charr on Page 5,By the
second half of 1999, capital spending will be 60% lower than the
peak in 1597, Effectively we are only spending on essential
faintenance projects,

Recent managemen changes will drive the improvements
needed to achieve 3 recovery in the UK operations,

This geagraphic Lnalysis gives you an appreciation of the strength of
our world-wide Group and the strong foundation for growing our
three technology groups,

Strategic positioning and actions

Phosphates
PRIz 17 We Continue to believe that we have the leading
worldwide position in industrial phosphates. Our strong competitive
position in the Americas is supported by low cost operations at
Coatzacoalcos, Mexico, and Aurora, US, They underpin our gocd
market presence in North America and a growing position in

South America.

Despite the growing prasence of Chinese competition througheus
Asia, our business has moved forward supported by our globat
supply network,

Qur position in Europe is chailenging due 10 over-Capacity in th
industry and the relative strength of sterling. We have traditionatly
enjoyed a strong marker position in the UK and we are now working
closely with a range of new customers 1o enhance our positicn
on the Continent, Acrose Eurore we have made good underlying
progress growing new Froducts, but this has been masked b
pace prassure an commaedities such g detergent phosphares,
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Capital expenditure In the UK by half year:
1995-98 actual, 1999 forecast (£ milllon}

Despite the difficulties caused by the impact of exchange rates, we
have seen growth in volumes and profit contribution from speciality
food phosphates, more technical grades of STPP and higher quality
grades of acids.

<7 72 lne2< ~The actions we are taking to enhance the

performance of the Phosphates technology group are set out

below:

We will continue to drive technical improvements to our purified

acid processes and In particular we will simplify the operations at

Whitehaven, allawing us to take out significant cost.

* In Mexico modest capital investment will improve productivity
and enable us to expand the product range,

* InAsia we believe good returns can be achieved by enhancing
our capabilities in India, Thailand and Australia,

* We will further develop our market presence in Continental
Europe, strengthening our marketing and technical service.

* And, of course, we will continue to seek opportunities to pursue
consolidation initiatives,

Surfactants

T RS0 LT In Burope we have 3 strong market position in
what | characterise as an attractive market with more scope for
development.We project continued growth in new higher margin
applications for our surfactants products.

Follawing the Chicago acquisition at the end of 1997, our US
market position is greatly enhanced. The new site is effectively sold
out and we are concentrating on modifying the praduct mix to
improve profit contribution, Qur operations in Asia Pacific have
demonsirated thelr resilience due to our good caverage in that
region.

Importantly, rationalisation is occurring in both the European and
North Amaricar markets on 2n increasing scale. Numerous smiall

competitors have left the market and now Witco plans to dispose
of its business, The surfactants industry could look significantly
different in 18 to 24 months' time.

2 Mo
ThaT LT D3,

sz~ The main acticns we are pursuing in

Surfactants are;

* We will continue to invest selectively to grow the profitable
product lines, pushing towards our margin targer.

+ Cost reduction programmes will continue, again with emphasis
on Whitehaven,

* We will continue to grow the US business,

* In Asia we will focus development in india, Australia and
Indonesia, with limited investment in higher value products,

* While we are unlikely to pursue significant consolidation initiatives
in Surfactants, we do plan to be in a position to capture market
opporiunities as the industry consolidates.

Phosphorus Derivatives & Acrylies

ey In our Phosphorus Derivatives & Acrylics
technology group we have excellent praduct and process
technoiogy. Our strength in water management chemicals and
phosphorus specialities is to a certain extent hidden by the less
attractive commodity type chemicals in our portfolio.

We do, however, have a goad development pipeline for fine
chemicals, such as pharmacautical intermediates and catalysts,
which is starting to yield benafits and should fuel growth in volumes
and margins in the future,

e oga e by
=0 twiag

Tt tels 1o+ The actions we are taking to enhance the

PD&A technology group include the following:

* We have inltiated steps to utifise low-cost Chinese phosphorus
and in due course access Chinese manufactured primary
derivatives,
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* Where we preduce commodity products we are reducing the

fixed costs of our manufacturing operations and minimising or

redeploying applications support,

‘We are building on the success of the water management

business by expanding the TOLCIDE® range of products, entering

new markets whilst at the same time maintaining the margins in

this area. We are also using our relationships with multinational

water management companies to pull through new producis,

*+ We will exploit fine chemicals opportunities.

* We have for some time been rationalising the product portfolio
through minor disposals of non-core product areas and this
process will continue,

-

Creating value

More generally we are continuing to build and exploit our global

network which provides leverage and identifies new opportunities.

We see our global position as a competitive strength of the Group,

As our customers consolidate and expand into developing countries,

we are there to support them as profitable opportunities arise.

We are maintaining an extremely tight focus on cash generation,
praserving our balance sheet, Our management incentive schemes
are now firmly linked 1o cash flow as well as sales and profit
improvement, Capital is only being spent on sustaining and cost
reduction activities and very selective growth projects,

As we look forward there are several themes that link our business
plans, These include:

+ Global competition has become more intense and, in the short
term, deflation has replaced inflation as a concern, We are
ensuring that all our operations understand the need to
benchmark against the lowest cost producer in the world.

There are several initiatives underway 1o take cost out of our

raw material supply chain either through long-term arrangements

or alliances with new low-cost suppliers,

+ Sur customers are becoming larger and mere adept at using
-nformation technology to create leverage, We are respunding by

searching for more efficient supply chain management, global
coverage, and by offering a range of products and technology
to provide competitive advantage for our cusiomers.

* We must have emiployees that work effectively in a dynamic
environment, with the skills and judgement to perform in ever
challenging conditions. Recent ¢changes ensure our world-wide
team is operating more effectively than ever before .

Our businesses are well pr "ioned to capture exciting growth
opportunities around the world while locally offering a high level
of service for our customers. Even in a challenging economic
environment we have the capability to create value.

Qutlook for 1999

There are few signs that the economic cimate and market
conditions existing at the end of 1998 will show any near term
improvement in 1999, We are optimistic that our firm actions to
reduce costs, lower raw material prices and some easing of market
cenditions later in the year will lead to progress for the Graug in the
second half,

In terms of our geographical portfolio, we look forward to further
progress in Centinental Europe and Asta Pacific in 1999, In the
Arnericas, our operation in Mexico has continued 30 mak. gcod
progress as we move into the new year.With no real sigrs of sterling
weakening we envisage anot..er difficult year for the UK business,

Management actions have provided a sclid foundatwn for the
Grouy to build upon. Tight focus cn cash gereraticn and cost
control is the cornerstone of our financal strength. in addition 1o
managng the ffects of the challenging trading conditions, we are
pursuing activities that provide lorger term grewth cpportunities

L

Paul Roclieleau Zhief Euecutive




Technology group activities

The Phosphates technology 9roup s a world lezder in the production of
purified phosphoric acid,This is the feedstock used in the praduction of
Albright & Wilson's speclalised phosphate derivatives around the world, for
a variety of end uses, from fooq and drink 1o industrial processes,

Geographleal spread

The business is supported by world ciass purified acid facilitias In the UK,
USA and Mexico and 16 phosphate derivative plants in ten countrias
including a number of assoclates/jolnt vantures, A strategy of continuing
investment in new praducts and expansion of geegraphic scope ensures
that Albright & Wilson provides capacity to meet growing world dernand,

Financial performance

In 1998 Phosphates'saias were £319 million, up 6% from £300 million
in 1997,0n a constan: exchange rate (CER) basis (eliminating the
adverse transaction effect of export sales, net of raw material
imports, denominated in foreign currencies) sales were £335 million,
an 11% increase year-on-year,

Operating profit was £31.2 rillion, down 3%; the CER result was
£34.0 million, up 6%. The retwrn on sales was 9.8% (1997 10,7%) and
al constant exchange rates |t was 10,204,

Three main factors affected Phosphates’ performance in 1998;
ABW Troy, the strong pound and lower exports to Asia,

Acquisition of additional equity in A&W Troy

First, there was tha positive impact of the acquisition of additional
equity in ARW Troy. In October 1997 we increased our shareholding
in the Mexican operation from 50% to 75% and in March 1998 we
purchased the remaining 25% shareholding to assume full owneiship,

The year-on-year benefit of these transactions was to increase
sales in the Phosphates technology group by approximately
£30 million ang operating profit by £4.6 million,

Elsewhere in North America we increased market share, though
the general price increase announced in early 1998 did not have as
much benefit as anticipated,

Unfortunately, the banefits derived from AW Troy were offset by
the strong pound and lower expeits from the UK to Asia,

Continuing effects of the strong pound

The continuing strength of sterling against the major European
Currencies reduced margins in the UK and Continental Europe.

In parucular, there was increased competition in tne UK market,
Aggrassiva import cempetition meant that we had 1o reduce
margins in order to maintain market share, In some instances, where

Performance 1998 1997

£m £m
Turnover 318.6 3003
Operating profit 31.2 320

Note: Turnover Includes share of Joint ventures' and associates’sales.
Qperating profit excludes exceptional items,

Proportion of turnover, by region
B furope  ® Americas

prices being quoted were uneconomic, we decided 10 sacrifice
volume rather than match these,

Lower exports to Asia

In common with the Surfactants and PD&A technology groups,
Phosphe s suffered 3 decline in exports to Asia Pacific as a
consequence of the economic difficuities and significant weakening
of currencies in that region.The year-on-yzar fall in exports to Asia
was 30%,

As an example of how our €Xports into the Asia Pacific region have
suffered, we can look at sales of DCP - dicalcium phosphate - 10
Indanesia, DCP is used as the abrasive in toothpaste - however,
because of the 80%-plus fall in the value of the Indanesian rupiah,
ourcustomer could no longer afford 1o buy our product and so
reformulated its product 1o use chatk instead.

Although exports into the Asia Pacific region were down, our
volumes in local markets priced in Jocal currency held up well with
rmargins largely intact.

Growth in sales of higher added value derivatives
Despite the adverse factors described above, Phosphates made
important progress during 1998 in increasing sales of and profit
contribution from higher value added derivatives in the UK and
Continental Europe, particularly speciality food phoschates, the
more technical gradas of STPP and higher quality grades of acids,
The newly commiissioned food blends plant at Widnes enabled
Us t0 maintain market share in the UK and to gain markat share on
the Continent in key darivative product areas, Ve alse produced
record quantities of food grade phosphorne acid at Whitehaven,
These achievaments are important milestenes in our stratagy of
moving the European Phosphates business further downsiream
and strengthening our market posiuon in Continental Europe,

P
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Surfactante

Technology group activities

The Surfactzag, tar ¥ group combines technical expertise with
extensive mari- J¢ o be aleaderin surfactant products for
peicnnal care, detergenis and industrial applications. These products are
used in the manufacture of such items as shower « *.ps and toothpastes,
advanced laundry detergents, liquids & powders and also in texrile &
leather processing, the foundry & construction industries and
agrechemical formulations,

Geographicai spraad

Manufacturing sites across Europe and the Asia Pacific region ensure
that the range of anionics, non-ionics and amphoterics, together with
formulated products, for personal care, detergent and industrial
applications, provide 2 leadership position in a dynamic marketplace,
Manufacturing sites in Indonesia, the Philippines and Singapore are
associate/joint venture companies, The acquisition in 1997 of a surfactant
manufacturing business in Chicago, lllinols to add to the existing
manufacturing agreement with Pilot Chemicals, greatly strengthened
the business's manufacturing capabilities in Narth Arnerica,

Financiai performance

In 1998 Surfactants' sales were £309 million, up 8% from £285 million
in 1997.0n a constant exchange rate (CRR) basis sales were

£333 million, a 17% increase year-on-year,

Operating profit was £18.0 million, up 2%; the CER result
{eliminating the effect of the translation of profits earned in
relatively weak euro-zone currencies) was £20.6 million, up 17%.

The return on sales was 5.8%. At constant exchange rates it was
6.2%, unchanged from 1997,

Our Continental European operations enjoyed a record year in
terms of production volumes and contribution margins. This volume
increase was achieved through more efficient utilisation of existing
plants and greater use of toll manufacturing facilities rather than
requiring significant capital expenditure,

In Asia Pacific volumes and margins were steady, though exports
from Europe into the region fell by over 60%,

Apart from the above, two main factors adversely affected
Surfactants’ results in 1998:an increasingly competitive environment
in the UK and the start-up investment in Chicago,

Increasingly competitive environment in the UK
One of the effects of the strong pound was that a major customer
relocated produciion from the UK to Continental Europe, which
affected our market share.

in addition, the second half of 1998 saw intense competition
tetween branded and awn-label producis in the supermarkets,
Traditionally, we supply surfactant ingredients to the latter only.
he launch of Eranded washing powder tablets significantly affected

Performanca 1993 1997

£m £m
Turnover i03.6 2845
Cperating profit 18.0 176

Note:Turnover inclydes share of joint ventures’ and associates’sales,
Operating profit excludes exceptional ltems,

Proportion of turnover, by tegion
M Europe M Amerjcas

Asia Pacific
TR PR

volumes and margins on our heavy duty liquids, slowing the trend
of sustained growth over the last 2 to 3 years,

Start-up investment in Chicago

Following the acquisition of the Chicago site in Nowernber 1997,
we now have full national sales coverage in the US, This has given
greater exposure to aur large portfolio of specialised surfactants,
resulting in increased sales of these products in the US,

The Morth American business is parforming in line with our
expectations, with the Chicago operation contributing to sales
growth, As we expected, Chicaga is oniy breaking even as wa
build the customer base, and this has somewhat constrained the
Surfactants technology group's overall margin,

The Chicago site is effectively sold out and we are cancentrating
on modifying the product mix to improve profit contribution.

Now that our market position in North Americas is greatly
énhanced, we have successfully turned our Surfactants group into
a truly global business, This has been well received by customers.
We have secured key product approvals from major consumer
products companies who previously had only limited opportunity
to develop global supply alliances.

Growth in sales of speciality products

We define speciality products as those where the customer car
discern a value difference between our preduct and that of cur
competitors, With the exception of Reavy duty kquids, referred 1o

above, sales of speciality products continued 1o Jrow and accounted
for 49% of sales,
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Phosphorus Derlvatwes & Acryhcs

Technofogy group activities

Phosphorus Derivatives & Acrylics is an international businass principally
tsed on the Group’s strength in phasphorus chemistry. The business
nas unirue asses and process technology to produce an ever growing
range of derivatives used as flame retardants, agricu'tural intermecdiates,
coatings catalysts, pharmaceutical intermediates, water management
ayants, lubricant additives and biocides.

Geographical spread

Manufacturing Is carried out at a number of sites In the UK, the Americas
and In Australia, This last location preduces a range of acrylic resins
which are used in industrial and speciality applications, These resins are
also produced by AWAT That in Thailand.

Financial performance
In 1998 Phosphorus Derivatives & Acrylics’sales were £188 million,
dowwn 6% from £200 million in 1997.0n a constant exchange rate
{CER) basis sales were £193 million, a 3% fall year-on-year,
Reported operating profit was £15.5 million, dewn 329, As with
the Phosphates technology group, our European PD&A operations
are located In the UK, During the year its results suffered from
the adverse transaction effect on export sales, net of raw material
imports, denominated in foreign currencies. Eliminating this effect,
the CER result was £16.7 million. The return on sales was 8.3%
{1997: 11.3%). At constant exchange rates it was 3.6%.

Growth in sales of speciality products

As discussad in tt @ ief Executive’s review, the PD&A Llechnology
group has excellr . product and process technology. 'n 1998 PD&A
achieved continued growth in water management and phosphorus
speciality products.

Our TOLCIDE® and other water management chamicals sales
increased 35% and sales of new products continued to increass,
particularly in pharmaceutical intermediates and catalysts.

Unfortunately these improverments could not offset the sharp
decline in volume and margin of the higher volume derivatives
resulting from the direct and indirect effects of the economic
situation in Asfa Pacific.

Lower exports to Asia

As rvith the Phosphates and Surfactants technology groups, PDEA
axperienced a substantial reduction {30%} in exports from its UK and
U3 operations to Asia.

Performance

1998 1997

£m £m

Turngver 187.7 200.1
Operating profit 15.5 227

Note:Turnover Includes share of Jolnt ventures’ and associates’ sales.
Operating profit excludes excaptional items.

Proportion of turnover, by region
B Europe 1 Americas

Asia Pacific
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Knock-on effect of Asian slowdown

The Asian economic difficulties affected more than just our direct

exports io that region, Towards the end of the second quarter

certain “ripple effects"became apparent as US and European
producers started 1o adjust their production capabllity in response
to the economic siowdown and price deflation in Asia. A few
examples serve to illustrate this point:

* We manufacture a complex catalyst for a large US customer that
is used in various polymer and fibre operations. Orders were
cancelled as this company shut down a number of US facilities
citing lack of demand from Asia.

« Many of our flame retardant customers in the US and Europe
produce systems that are then exported to Asia - their sales
declined significantly.

+ Alarge agrochemicals company with facilities in South America
cancelled orders for intermediates citing low cost competition
from Asia for their products.

Other factors influencing 1998 financial performance included
partial recovery in volumes and pricing in flame retardanis in
Europe; however, this was maore than offset by lower sales in the
Us, partly bacause of the General Motors strike,

In addition, volumes to mining industries declined in the US,
particularly in uranium, where a major customer decided 10
cease extraction activities,

More generally, our markets are increasingly being affecied by
Chinase competition, In the short-term, however, we are encouraged
that the de-stocking affects we sa.w muid-1933 have partly subsided,
although in some areas this has continued nto 1969,
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Improved safaty performance
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Policy statement

Albright & Wilson attaches the highest priority to the protection of
the health and safety of its employees, Customers, neighbours and
others who may come into contact with, or be affected by, its
operations or products. it recognises equally ts duty 1o protect the
environment beth in the vicinity of its operations and elsewhere by
the responsible management of waste materials and high standards

of product stewardship, Through this policy the Group supports the
Global Responsible Care® initiative.

Risk management

The Group’s business bperations necassarily include the use

of hazardous naterials and the production of waste materials,
The Group is therefore subject to a wide range of laws relating to
health, safety and the environment.

The roup’s risk management strategy comprises a consistent
approach to risk management in these three areas through a
pregramme of corporate level supervision. This fisk management
system includes:

* & publicly stated health, safety and environmental policy;

* regional risk management conferences;

+ adherence 1o guidelines, standards and codes of practice;

" compiiance with reporting procedures;

* regular auditing of known and potential health, safety and
environmental risks to monitor compliange; and

* training and support in health, safety and environmental risk
management.

The Group 15 proactive in terms of practical compliance with
environmental regularions and the appication of good operating
procedures that are not specifically required by legislation

or regulation. For example, cur major US sites were subjected to
independent management system verification’ as adopted by the
Chemicals Manufacturers Assocration, Many of our systems were
found to be“warld class?

Emlsslons index 1993-199g

Health and safety

The lost time accidents {LTAs) frequency rate i¢ the Internationally
accepted measure of safety at production sites. By this measure 1998
was our best year ever in terms of heaith and safety performance.

The chart at the sop left of this page shows the lost time case
rate (LTCR) from 1993 to 1998. The LTCR 15 the number of LiAs per

1.000 employees and is calculated in accordance with an industry
standard methodology, based on 200,090 hours worked,

In 1998 we reduced the frequency of LTAs by 3%. Over the period
shown in the chart the LTCR has fallen by 5396, from 1.26 in 1993 1o
0.59 in 1998, This is despite the increase shown in 1995 when we
included the data far our aperations in Mexico for the first fime,

In the first two months of 1599 the LTCR has falien further to 0.53
due to an excellent year-on-year performance in January 1999,
particularly in Mexico,

The Group's performance compars favourably with the average
rate of 0,74 achieved by members of the Uk Chemical Industries
Association in 1997,

Of our 35 operating sites, 1 sustained no LTAs in 1998 and, of
these, 11 have not sustained such an accident in the last four 5 €8s,
Some of the plant milestones that contributed to this continued
impravement are set out in the diary of events at the top of the
next page,

This achievement is the result of determined efforys by site
personnel across our worldwide operations, Although it is
encouraging, we are not complacent. The pursuit of excellence is
a continuous procass and there is always reom for improvement,

Environment

During 1998 we made fiuther progress in our programme to
reduce emissicns from our sites. The measure we use o track our
performance in this area is the "emissicns index”




1998 Milestones

January
Porushead = 11 years
without LTA

Aprll

Varennes - 6 years
without LTA
Alcover ~ 4 years
withaut LTA

June

ALW Americas
receives CMA National
Safety Award

July

without LTA

without LTA

The methodology fallowed Is to calculate a weighted amount for
each category of pollutant by multiplying the actual amount of
emission by a hazard factor. These hazard factors are based on
published weightings obtained using a Delphi technique that
capiures the views of 3 number of independent academic sclentists.

The chart on page 10 shows Albright & Wilson's weighted
emissions index from 1993 to 1998, This was set ar 100 in 1993,

The increase in 1997 was due to the inclusion of the Coatzacoalcos
site in Mexico for the first tirne, without which the indox would have
been 59.4 rather than the reported 90.7.

The downward trend in emissions resumed in 1998, with the index
falling 1o 83.5, an 8% reduction compared with 1997, The averall
decrease in the index is due to lower carban dioxide emissions to
the atmosphere and lower shipments of non-hazardous waste to
landfifl. Emissions at the Chicago Surfactants site were included for
the first time in 1998 but did not significantly affect the index,

The fall in the index in 1998 reaffirms our excellent record in
reducing environmental emissions from our sites, We are continuing
to invest in piojacts that will substantially reduce emissions,
particularly at our larger sites, and funds have been set aside for
1999 and beyond to ensure these improvements take place. Projects
we have committed to complete over the next few vears include
water recycling and the reduction of axide emissicns of sulphur at
Coatzacoaicos and a major water use reduction at Whitehaven,

Quring 1998 we continued with the enironimental remediation of
otir three former phasphorus praducing sltes: Portishead in the UK,
and Varennes and Long Marbour in Canada, The work at Portishead is
due to be completad during the second half of 1999, ahead of
schadule, At Varennes tha remadiation work is complete, though we
will continue to monitor the site on a regular basfs, Our work
continues at Long Harb~ur, though in the meantime we are
pursuing possible alternative w3es of the site and the commercial
sale o by product materials stored on site.

Cincinnati - 1 year

Box Hill - 6 yaars

August
Charleston - 4 years
without LTA

Saptember

Lhicago — 1 year
withput LTA

Alvv Americas
receives ACS

{Wirginta Section)
Environrmentally
Significant Product
award for Bricorr® 288

Long Harbour -

6 years without LTA
Roha -8 yeirs
without LTA

November
Yarraville - 1 year
without LTA

Oldbury = 1 year
without TA

Events

During the y=ar we organised a number of events and public
awareness Initiatives ta promote awareness of our commitment to
environmental protection and safety. Thase included involvement
in community advisory boards, mock disaster drills in conjunction
with local authorities, donaron of time and equipment to local

emdcrgency services, and warticipation in industry arrangemants
for mutual assistance,

Friends of the Earth Report

In February 1999 Friends of the Earth issued a report naming UK
companies that are allegedly releasing cancer causing chemicals into
the environment. Albright & Wilson was one of the companies listed.

The data used to compile the report was taken from the
submissions made regularly by UK chemicals ¢ompanies 1o the
Environment Agency and is freely available from the Agency,

In response to this report, we have suczcer A’ ‘nght & Wilton's
commitment to health, safety and the environment and our support
for the CIAS Responsible Care® initiative, Our industry is strictly
regulated and the regulatory authorit'es set igorous conscnt levels
for the emission of potentially harmful substances,

We have close working relationships with the regulatory
authorities and strive to conform with and, indeed, improve on theee
limits. Whilst we are never complacent about our environmental
performance and constantly aim fo- improvement, we frmly believe
that thera is no risk 1o the public or our empicyeas as lorg as our
well established procedures are achered 1o,
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Financial performance

In 1998 the Group's turnover increased by 4% from £785 milfion ro
£815 million but pre-exceptional operating profit fell by 13% from
£68.4 million to £59.7 million. | will explain the impact of exchange
fates on our results further below, bur ON a constant exchange rate
(CER) basis turnover increased by 10% o £861 million and
pre-exceptional operating profit fall by 3% to £66.4 million,

Return on sales for the yearwas 7.3% (7.7% CER). The various
factors affecting technology group margins are discussed in the
operating review section of this annual report. However, | will
expand further below on two of the main issues - the continuing
strength of sterling and economic difficulties in Agia Pacific,

Year-on-year the Group's net interest charge increased to
£11.4 million due to the higher level of debt to finance attractive
investrent opportunities such as the acquisition of the remaining
equity in our business in Mexico,

Pre-tax profit for the yearwas £48.3 million, down 20% (-9% CER)
from last year's £60,6 million pre-exceptional result. In 1998
exceptional items netted to zero, with exceptional charges offsetting
an exceptional gain, In 1997 we incurred a £29 million exceptional
charge following a strategic review of tha Group's activities,

The effective tax rate was 29%, the same as last year, This
benefited from the payment of 19975 final dividend and 1998'
interim dividend as FIDs, This lefi post-tax profit of £34.3 miflion
{1997: £42.3 million) or a pre-exceptional basis, After exceptional
items post-tax profit more than doubled from £15.4 miltion 1o
£34.3 million,

Basic earnings per share {EPS; were 10.8p (1697: 4.7p) After
stripping out the effacts of exceptioral items, adjusted EPS was
10.8p (1997:13.5p),

Impact of changes in exchange rates

The Group has manufacturing operations in 16 countries worldwide
and its consolidated results are affected by currencies in three
regions: the United States, Continental Europe and Asia Pacific,

Over the last three years, the rates of exchange of the US dollar

and German mark (representative of Continental currencies) against
sterling have been as follows:

US dollar German mark

Avaage Year-and Average Year-and

1996 1.57 170 237 264
1997 1.64 1.65 285 2.96
1998 1.66 1.66 2.92 2.78

As In 1997, our 1598 results were adversely affected by the
strengthening of sterling against currencies in what is now known
as the “euro-zone* and the significant depreciation of currencies in
the Asia Pacific region, The chart at the top of this page illustrates
how the US dollar, German mark and Thai baht exchange rates have
weakened over the last three yaars,

The continuing strength of sterling against currencies in the
eura-zone has reduced our profitability in the UK and Continental
Europe in three ways,

First, there is the impac .1 the translation of overseas earnings
into sterling. Some 45% of qur seles are in countries whose
currencles have fallen significantly agairst sterling over the last two
years, Since mid-1996 Continental European currencias have
depreciated by 27% (on a trade-weighted basis) aganst sterling,

Second, with some 40% of our UK production being exporied we
have suffered from an adverse transaction effect, ie. the net impact
of the effective reduction in export selling prices and imported raw
material costs,
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c 1997 Turnaver" 7850
: oo -1 CER year-on-year change:
850 B D A Phosphates 340
j ‘e B Surfactants 450
[ | " PN C PDRA {7.0)
0 —A n CER increase 760
. . D Currency effect™ (46.0)
1998 Turnover 815.0
(1) Includes shara of joint ventures’ and assoclates’ sales
750 1997

(2) Trarstation effect

The third uspect of the strong pound has been the economic
impact where, for example, the threat of imports into the UK from
Continental European competitors has forced us to reduce our
prices 2nd margins in order to maintain market share.

Constant exchange rate (CER) results referred to in this annual
report are calculated by applying the exchange rates prevailing in
1997 to the results and transactions for 1998, that is by eliminating
the wranslation and transaction effects.In 1998 cur CER operating

profit was approximately £7 million higher than reported at actual
exchange rates.

Asia Pacific economic situation

"he continuing economic difficulties in Asia Pacific affect us in two
vrays: the impact on our operations located in the region and our
¢ bility to export products to the Far East,

In 1428 our operations based in Asia generated a US dollar pre-tax
orofit that was actually marginally ahead of 1997 despite the
«conomic difficulties prevailing over the last 18 manths or more,
The resilient performance of these businesses was the result of
favourable raw materiai contracts, management securing price
increases to offset lower volumes and rigid control of local currency
fixed costs.

There has bean an average 43% fall in Asian currencies since the
Thai baht was devalued in July 1997, This is like having the prices
of exports into the region halvad over the period, Consequently,
we have found it difficult to compete against local producers or
customers can sometimes no fonger afford our products. As a result
i 199§ our exports from the UK and US into the Asia Pacific region
fall by some 40%3.We have not been able to find new markets
to replace some of these lost sales because of our existing high
domestic markat shares, We estimata that the lower exports to
the Asian region reduced our operating profits by approximately
£6 million,

Because of the reduction in the valug of Asian currencies, we
suffered a significant translation effect on converting these results
into sterling. This translation effect is included in the £7 million
CER impact referred to above.

Exceptional items
A number of exceptiona! items arose during the second half of the
year. As | mentioned earlier, these netted to zero.

We had a windfall exceptional gain. During the year we simplified
the Group's financial affairs by unwinding a long-term financing
arrangement, As part of this arrangement, we had made a financial
investment with a bank which, in accordance with accounting
standards, we were offsetting against borrowings from the same
bank.On unwinding the arrangement and disposing of this
investrent, we realised net proceeds of £8.5 million and a net
gain of £7.9 million due to the movement in interest rates from
the time the investment was made.

Turning to the exceptional charges, in light of the new accountirg
standard on asset impairmant, FRS11, we rerformed a detailed review
of our asset base around the Group. As a result of rhis review we
wrote off £4.6 mullior: of assets we considerad to be non-performing,

A redundancy provision of £1.2 million related to redurdancies
that were implemented in January 1999 1n the UK and US. At this
stage we anticipate that further redundancies from programmes
already announced will give rise to an additional £1,2 millicn in
the first quarter of 1999, There could be further redundancy costs
as the year progresses and we seek to reduce the cost basa,

We also"topped up” our envirormental provisions by £1 million
to ensure that the final phase f the remediation of our Pertishead
site near Bristol 15 adequately coverad.

Hmn owm owas a
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im £m
1997 Profit before tax™ 60.6
CER change in operating profit;
& B c ™ A Phosphates 20
A 8 Surfactants 30
o C PDBA (50)
E D Corporate costs {1.0)
35
F CER decrease In operating profit (2.0)
£ Increase in Interest payable (3.6)
m F Currency effect 6.7)
45 1997 1998 1998 Profit Ls2fore tax 483

(1) Excluding exceptional jtems
{2) Translation and transaction effacts

Finally, we have written off due diligence costs of £1.1 million
incurred in conrection with two aborted acquisitions, After thorough
investigation, at the prices being asked, the 1arget businesses did not
match up to our strict cash flow value creation criteria,

On a net basis, the exceptional items did not affect pre-tax profit.
Indeed, their effect rn cash flow in the second half of 1998 and in
1999 will be pusitive by £6.3 rillion.

Cash flow

One of the key areas we have been focusing on has been to
improve cash management as a foundation for creating sustainable
value for our shareholders.

| am pleased to report real progress on this frant, Compared with
1997, our cash flow from operations, including dividends received
from joint ventures and associates, increased 61% to £73 millien.
We contained net capital expenditure to below £50 million -
£10 million less than in 1997 - and we are targeting to reduce
this to somewhat below £45 million in 1999,

We also implemented programmes to reduce waorking capital
across our business. This resulted in £7 million being taken out of
working capital in the second half.

The prograss we have made in terms of cash flow is illustrated by
the left-hand chart on page 16.This shows our operating cash flow —
after paying for restruciuring costs, environmental remediation and
sustaining capital expenditure ~ by half year for 1997 and 1998, with
a strongly improving trend over the last six months, These figures
exclude the £8.5 million exceptional proceeds from the disposal of
the financial investment,

Against this we show the amount spent on growth capital
expenditure. This shows thar at the same time as we have been
working to improve cperating cash flow, we have halved the
amount we are spending on discretionary growth projects,
from 2 neak of £20 million in 1he second half of 1997 1o just
ver £19 mllion in the second half of 1908,

This Improved position is not a one-off and we are confident it can
be sustained. We are determined that the "managing for cash*
culture becomes engrained throughout the Group. Therefore, we
have further developed our cash added value concept so that we
row assess the financial performance of each business unit as
though it were a stand-alone, self financed management buy-out,

Later in this review | explain our approach 1o shareholder value
in more detat.

Financial position

The cash management actions outlined above helped 10 ensure

a strong financial position. Year-end net debt of £148 million was
E11 million less than at the inkerim stage. Gearing was 45% and the
interest charge vias covered 5.2 times,

Accounting standards

Over the past 12 months a number of new UK accounting standards
have come into effect. These covered he fellowing areas: associates
and joint ventures (FRSS), goodwill and intangible assets (FRS10),
impairment of fixed assets and goodwill (FRS11) ang Rarnings per
share (FRS14).The accounting policies section on page 31 descnbes
our compliance with these new standards,

Two further standards - FRS12 Provistons, contingent liabulives
and contingent assets and FRS13 Derivatives and cther financial
instruments — comg into effect in March 19¢9 and we Wil comply
with them in our financial statements for the year erding
31 December 1999, FRS12 requires that previsions sheuld not be
made unless there is a past event stemming from which ihere s an
cbligation to transfer economic benefits, FRS13 significantly expands
the disclosure requirements in respect of financial ‘nstruments,



Net debt bridge: 1997.9g

170 £ tm  (NInciuding £9.9 mution dividends from joint veatures
and associates
Net debtat 31 December 1997 (116.2) (2) Interest, tax and dividends paid, net of £2.6 milllon,
5. E. A Operating cash flow™ 729 exchange movement and £0.5 mitlion issue of shares
N " (3) Non-growth capital expenditure (see balow)
120 . " ‘ 8 Financing costs (42:9) {4} Investment In new products, capacity expansion or
i C C Sustaining capital cost reduction
A expenditure™ {25.0) (5) Exceptional proceeds from disposal of financial
§ y : . investment
55 T 2 Base business*cash flow 50
i R D Growth capital expenditure™  (23.3)
A E Disposaj praceads® 85
pd  F o oAaw Troy acquisition (22,00
20 Deco7 Dec98  Net growth Investment {356
Net debt at 21 December 1998 {148.0)

UK pension costs
As | mentioned in last year's financial review, in both 1997 and 1998
the Group had to fund additional cash payments to the main UK
pension scheme and, consequently, absorb adaitional charges
against profit.

The additional cash contributions in 1595 ware £5 mitfion and the
additional pensicn charge was approximately £2 million,

in order to mltigate any future increases In pension Costs, we
have announced the intention ta introduce employee contributions
(G what was formerly a non-contributory s¢. ame, with effect from
May 1999, The pension fund trustees have also reviewed t* o
invastment strategy of the fund.

Acquisitions and disposals
In March 1998 we acquired the minority 25% shareholding in AGW
Troy In Mexico. AQW Troy has been accounted for a5 a subsidiary
undertaking since October 1997, when the Group increased its
shareholding from 50% o 75%, having previously been a jeint
venture.The consideration paid was £22 million,

In February 1999 we acquired the remaining 51% sharehoiding
in AWAT Thai for a consideration of £1.5 miflion,

We did not dispose of any operations [n 1998,

Capital expenditure

Net capital axpenditure in the year was £48 million, regresenting
97055 spend of £51 million less proreeds of £3 million from the
disposal of fixed assets, This represented 17304 of depraciation
and amortisation charges for the year, significantly lower than the
aquivalent figure of 256% in 1797 when we spent £60 million on
capital projects. This raus will fall further in 1999,

Shareholder value
AUARW we subscrive to the view that cash flow is the key to
creating value for our shareholders,

The basis for this approach is that the equity value of a business
equals the present-day value of its future cash flows less the debt it
carrigs in the balance sheer, Indeed, numerous studies of stock
market performance have shown that cash flow is a more reliable
indicator of value creation than the traditional accoun ting measures
of profit and earnings per share.

Eatlizs in this review | described some of the ways in which we
are actively managing our business @ produce superior, sustainable
cash returns for sharehelders, for example tight control of working
capital and capital expenditure. One of the key elements that
supports this “managing for value” culture is our cash added valye
(CAV) performance measyre.

Although we calculate it every month as part of our internal
management reporting, CAV is not intended 1o be a precise
accounting measure, Rather, it is a performance measure indicating
over time whether we are creating or destroying shareholder value,

The calculation of CAV takes account of six of the seven “value
drivers;Le. those factors that if managed properly will enable a
business to create value, These six drivers are:sales growth, mArgin
growth, the rate of Investmant in fixed assets and in working capital,
the amount of tax paid and the cost of capital, The seventh value
driver is what is known 33 the compentive advantage geriod” not
something that is readily measurable (in financia! terms at leasy),

The cost of capital is calculated as the weighted averane cost of
the Group's equity and debt. Essentially, it 15 the minymum rate of
return that invastars fequire in order to invest in AQW rather than
another investment of sunilar risk. Put simply. if we do not deliver

this return, investors will vlumately deny us naw funding and will
Invest elsewhere,
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Operating cash flow after sustalning
capital expenditure
W Growth capital expenditure

CAV and the ‘cash return' on net operating assets employed are the
principal internal measures thar we use to assess the extenr to
which we are generating sustainable cash flows in order 1o create
long-term value for our shareholders. These measures also indicate
where we are earning a return on capital in excess of its cost and
thus identify the businesses that should receive priority resources
for Investment,

CAV represents free cash flow before investment in business
growth and financing costs, less a capital charge for the use of
Cperating assets. The capital charge assumes a weighted average
cost of capital of 9%, .

There are a number of other shareholder value measures
commonly in use.We developed CAV because we believe it is
meaningful {cleaily linked to shareholder vawe), simple to calculate
{can be understocd by management and investars) and js capable
of being driven down through our organisation, In this way,

CAV encourages decision making that results in a sustainable
improvement in cash flow and, hence, long-term value creation.

Due to the stong cash flow performance described above, the
Group's CAV improved markedly over the last 12 months, Using the
same cost of capital for hoth years, CAV improved by £15 million,
fram minus £14 million in 1997 10 a positive £1 million in 1998,
Cash return was 9%, up from 5% last year,

Treasury management

Albright & Wilson eperates a central treasury function which is
responsible for managing financial risk in order 1o mitigate the
effacts of any adverse changes in exchange rates and interest rates
on the Group's financial results. Each month a treasury committes,
which includes the Chief Executive and Finance Director, formally
feiews its activities, ensuring thal these are in accordance with
authonty limits set by the Board,

96 a7 98

Cakeulated using 9% welghted average cost of capltal

Earlier 1 referred to the transiation and transaction effects arising
from significant changes in exchange rates over the last two years.
The treasury function Is able to mitigate, but cannot eliminate, the
impact that these have on our reported results. To seek to do so
would involve us entering into speculative forward transactions,
which is not our policy,

Short-term transaction EXposures are managed centrally within
strict limits on exposure, Balance sheet translation exposures are
partially hedged through the use of foreign currency borrowings,

As far as is commercially advisable, we seek 1o maintain debt in the
currency of major cash inflows, As the Group has significant cash
inflows and net assets denominated in US dollars and French francs,
the majority of centrally managed debt is also held in these
currencies.

Interest payable in foreign currencies provides a partial hedge for
operating profits and cash flows denominated in currencies other
than sterling. Interest rate exposures are managed through a
combination of interest rate swaps and ferward sate agreements
with maturities of up to seven years,

The Group's policy is to maintain banking facilittss which prowde
committed funding 20% above the Group's projected borrowng
requirernents, These facilities contain three principal financia!
covenants; shareholders’ funds must te at least equal-o £265 millicn
(a1 31 December 1998 they were £333 million); ner geanng including
external Quarantees must not excead 18C% of sharehoiders furds
{gearing at the end of 1908 was 45%); and, interest must be covered
at least three times by pre-exceptional Crerarng prefits [interest
coverin 1958 was 5.2 times).

At 31 December 1538 the Group had commited banking
facilities of £204 million, availatle for tetwesn 4 to 6 vears, of which
£119 million was utilised,
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1995 1997 1998 CER
3 Sales growth' +13% +2% ~2% +4%  +10%
2 Margin growth™ “L% +10% -01%  -1.4% ~1.1%
3 Rate of investment
in fixed assers® 172%6 167% 256%  173%
4 Rate of investment
in working cagital* 15% 14% 15% 15%
5 Cash tax ratet 22% 19% 11% 30%

{3} Including share of joint ventutes'and 2isociates’ sales
{b) Annual change in return on sales

{c) Net capital expenditurs as a Percentage of depreciation and
amertisation charges

(d)Working capital as a percentage of subsidiaries' sales
{e) Tax pald as a percentage of pre-enceptlonal profit before tax

information systems

The Group has chosen to introduce D Edwards integrated systems
in the majority of its operatians. In 1998 the new accounting
systems were successfully imnlemented in the UK and systems
upgraded in the Americas, Curing 1999 the installation of new
systems will be completed in Italy, France, Mexico, Austratia and
India so that before the end of the year we expect all critical
information sysiems to be Year 2000 compliant,

The conversion of systems to JD Edwards s an important part of
the Group's information strategy. This strategy constantly reassesses
the information rieeds of the business and provides 3 framework for
the development of communications, data, text and voice
transmission around the Group,

Year 2000 {the “Millennium bug”}
The primary issue for Albright & Wilson is whether critical business
Processes, including plant process control equipment and
infurmation systems, will be affected by key calendar dates as we
progress into the next millennium, The Board acknowledges the
Group's reliance on information technology as a vital business and
operating taol and has established a steering group and regional
task forces, headed by senior management, to identify and work on
areas which may be significantly sffected by the Year 2600 issue,
By this process, action and contingency plans have been put in
place to resolve potential problems and secure full Year 2000
compliance so far as practicabla across the Group’s businesses
and ogerations, The 8oard raceives regular updates on the progress
of this work,

Where the Year 2000 issue is addressed through the
implementation of new camputerised infarmation systems, the
related costs are capitafised; the costs of remedial work on existing

Systems and on conting ency activities are charged to the profit
and loss account as Incurred, Ouring 1998 the Group spemt
approximately £4 million on new systems; the costs of remediaf and
contingency work are difiicult to estimate but we believe they did
not have a significant impact on the Group's results.

Economic and Monetary Union
The Group operates in all initial 1 participating countnes of the
European Economic and Monetary Union, Beyond the capital
investment in new information Systems referred to above, the
<osts of upgrading finandial and ransaction pracessing systems
to accommodate the introduction of the euro have not been
significant as the Group has extensive experience of tracing in
multiple currencies,

We have traded in &ios since 1 January 1999 and we expect
that a number of our customers and suppliers in Continental Europe
will increasingly transact business in euros,
Financial controls
The Group has an established system of financial control which is
consistent with the Groups size and decentralised operating structars
The Group’s internal and external auditors carry out reviews of

the system of financial controf and make pericdic reports to the
Audit Committee,

Ken Lever Finance Dirsctor



Sir Christopher Benson o5, ""ar  2neggaurl, 2 dhiseor 1§
Appointed a director and Chairman in January 1995, He is a
member of the Panel on Takeovers and Mergers,

Paul F Rocheleau 47 =nt2 27 - 5§

Joined the Group in 1985 and was appcinted to the Board in
August 1995.He became Chief Executive in August 1997.

Gabriel CMKow 27 5w danr e Z, - ms v =, s

Appointed a director on joining the Group from Glaxo Wellcome
in June 1997 as President - Asia Pacific, He is now responsible for
ali the Group’s operations in Europe and Asia Pacific.

Ken Lever <3 ®rarze O negrr

Joined Albright & Wilson as Finance Director in November 1995,
He is a non-executive director of Merewood Group ple and VEGA
Group PLC.

Nicholas CF Barber < » r- ~» = o : 20 %§
Appointed a director in January 1995.He is 3 non-gxecutive
director of the Royal & Sun Alliance Insurance Group plc and of
Bristol & 'Vest ple,

Michael E Garner ,° = v - * w 3.t 1§
Appointed a director in January 1925, He is a non-executive
director of C&J Clark Limited, Enterprise Inns plc and Ibstock ple,

Hans Lottig . ’ - '5

Appointed a direcror in January 1995, having initially been a
non-executive diracior of Albright & Wilson Limited (now
Albright & ‘Wilson UK Limited) since 19290, He has held senior
board appointments with the Shell Group in Germany.

From left to right, top row:

Sir Christopher Benson, Paul Rochelsau,
Gabriel Kow, Xen Lever.

Second row: Nicholas Barber,

Michael Garner, Hans Lottig.

Board committees

* Audit
The Audit Committee assists the Board in fulfilling its responsibility for
the true and fair presentation of the Groun's financial position in its
published accounts ard to ensure the continued operation of
appropriate accounting policies, internal financial and other controls and
compliance procedusas for the Group, It also reviews the performance
of the auditors in respect of both external and 1nternal audit matiers and
other services, The cemmittee, which meets at least three times n a year,
comprises the non-executive directors and Michael Garner acts as its
chairman. The Chief Executlve, Finance Director and representatives from
the Company's internal and external auditors normally attend meatings,

1 Remuneration
The Remuneration Commitiee sets the Group's policy on the
remuneration and berefits of executive directors and other senior
management and determines the specific levels of award in each case,
Three non-executive dirgctors are members of this Committee which is
chaired by Nicholas Barber, The Chief Executive may attend meetings
by invitation,

§ Nominations
The Neminations Comy ntiee advises the Board on succession ssues,
recommending 1o the Board the appeointment of executive and
non-esecutive direcicrs, The non-executive diractors and the
Chlef Executive ate members of this committee; Sir Chnstcpher Bensen
is its chairman,
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Directors’ report

For the yaar ended 31 Decemoer 1993

TRa draerors submit ther annual report and the suded fnancial
sfatvrmants FOr the year ended 3t December 1398

Principal activities

Albright & Witsen is a woridwide chemical manufacturing group
operating in three technology areas; phosphates, surfactants and
Phasphecrus derivatives & acrylics. It has interests across Europe, the
Americas and in the Asia Pacific region. The Group develops and
manufactures intermediate and speciality effect chemicalc and
supplies its products to a wide range of end-users, Its markets
include detergents & toiletries, textiles, food & drink, water
treatment, pharmaceutical, electronic and other process industries.

Business review and financial statements

The directors’ report should be read in conjunction with the
operaling raview an pages 7 to 9 and financial review on pages 12
to 17.The audited financial statements for the year ended

31 December 1998 are set out on pages 28 1o 45,

Results and dividends

The Group's retained profit for the year was £11.5 million

(1997: £7.5 million loss), An interim dividend of 2.35p per ordinary
share was paid as a foreign income dividend on 25 November 1998,
The Board recommends a final dividend of 4.80p per ordinary share,
making a total of 7.15p per ordinary share for the year ended

31 December 1998, The final dividend, if approved at the Annual
General Meeting, will be paid on 27 May 1999 to sharehalders

on the register on 26 March 1999,

Corporate governance: the Combined Code - application
and compliance

On the flotation of Albright & Wilson in 1995, the corporata
governance structure of the Company was established so as to
comply with the best practice embodied in the Cadoury Code (and
later the Greenbury Report). Since then, the Company has continued
to commit itself to the achievement of high standards of corporate
governance, Following the publication of the Combined Code on
Corporate Governance {"the Code" in June 1998, the Company is
this year reporting on its application of and compliance with the
principles and provisions of the Code.

The ways in which the Company has complied with the principles
set out in the Code are described in this report and in the
Remungration Report. With the exception of the matters identified
below, the Company considers that it has fully complied with the
Code provisions throughout the year

Board and committee structure

The Board currently comprises three executive directors and four
non-executive directors (including the Chairman), All of the non-
executive directors are considered by the Board to be independent
a5 set out In the Cade, The non-axecutive directors provide strong
and independent judgement and experience at board level,

R o A KT m———— e © -—

Cailecrely, they have ‘ong-standing 2«penanca of board
responsitifives with a sartety of pubus and private companies No
director, either during the year or at the year end, was materiaily
interested in any contract that was s'gnificant in relation 10 the
Group's business. The Company recognises the importance of
education and training for all its senior executives and will review
the specific tralning needs of direztors in accordance with the Code
provisions,

Specific responsibilities have been delegated to the principal
standing committees of the Board. A summary of their membership
and terms of reference are given on page 18, together with
blographies of the directors, Recommendations for the appointment
of any new directors to the Board are submitied by the Nominations
Committee to the Board for approval,

The Board believes that, given its composition and the
compaosition of its principal committees, it is inappropriate to
formally recognise a single senior independent director as
recommended by the Code provisions, B

The Board meets formally at least eleven times a year and has a
schedule of matters specifically reserved to it for decision, including
certain strategic and policy issues.There is open communication
between senior executive managemeant and Board members. The
Board and its committees are supglied with high quality, up-to-date
information for review prior to each meeting to enable them to
discharge their responsibilities, Early informal notification of major
rnatters which in due course will require formal consideration by the
Board takes place where practicable. All directors have access to the
advice and services of the company secretary and a procedure s in

place for directors to take indepandent professional advice, should
this be required.

Directors

The directors holu™q office at the date of this repol't angd who held
office throughout the *=ar are named on page 18.John Adserts and
lan Black retired as direc, s on 31 May 1998 and 31 Decerber 1998
respectively.

The Company's Articles of Mssociation provide that one-third of
directors must submit themselves for re-glection each year at the
annual general meeting. Further, any director appointed during the
year also has to seek re-glection at the annual general meeting. In
this way, each direcror of the Board is required to regularly submit
himself for re-election. Having regard to the size of the current
Board, the period between submission for re-election for each
director will be every three or four years. The Company will propose
an amendment to its articles at the next appropriate Gpporiunity in
order to provide that each director automaucally seeks re-election
crery three years notwithstanding the size of the Trard 10 bring it
within full compliance with the Code provisions. This year, Nicholas
Barber and Ken Lever are the directors -who retire and who offer
themselves for re-election.

T T NT et r——T i ———
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Directors’ report

Directars’ remuneration
b Aemuneraucn Comimtree, whneh 15 comprised exciusivaly

S Bon-executive diractors, has responsibility for executive
femuneqaton, The remuneration of the non-executive directors
(s determinad by the Board. Information about the Company's
remuneration policies and directors' service contracts and terms
of appointment {together with their interests in the shares of the
Campany, share options and restricted share schemes) are found
in the Remuneration Report on pages 22 1o 26,

T e

Communications with sharehalders and AGM
Investor communication is recognised as being a priority,
The annual report & accounts and interim report are sent to all
shareholders, Tha annual general meeting provides an opportunity
for shareholders, particularly private Investors, to question the Board
and during the year enquiries are received from investors and
answered on a wide spectrum of topics covering Albright & Wilson's
businesses, There is a pregramme of regular dialogue with major
institutional investors and fund managers, Information on the Group
is also made available on the Albnght & Wilson website,

The notice convening the annual general meeting to be held at
12 noon on Wednesday 28 April 1999 is contained in a circular sent
1o shareholders with this report.

Share capitai

In the year 1o 31 December 1998, the issued share capital of the
Company increased by 312,889 ordinary shares to 313, 860,756
ordinary shares as a result of shareg issued under the Company’s
Executive Share Option and Sharesave Schemes, Details are given
in note 24 to the financial statements.

Substantial share interests

In accordance with Part VI of the Companies Act 1985, the Company
has been notified of the following interests in 3% or more of its
share capital:

Phillips & Drew 24.84%
M&G Group PLC. 7.64%
Britannic Assurance pic 3.11%
Electricity Pensions Servicos Limited 3.01%

Employees

The Group aims to continue to advance and maintain effective
employment practices in line with current and future business
requirements, It is the Company's policy that there should be no
discrimination against any person for any reason that is not relevant
to the effective performance of their job. Depending on their skills

............ e e e e
ard abilities, disabled people are given the same consideration

as others when appiying for jobss and .n career prosperts,

The Company has extensive arangements for team and
individual employee involvement in continuous improvement
activities. Considerable emphasis is placed on communication
with employees and internal publications are regularly issued.
High standards of health and safety at work and environmental
practices continue to be of the utmost importance,

Employee share schemes

The Company's Sharesave Scheme granted options in April 1968
over 927,214 ordinary shares at 130p per share. Under this scheme,
876 participants hold options over 4,074,557 shares,

There are 167 participants in the Altright & Wilson Executive
Share Option Schemes, holding options over 5,067,650 ordinary
shares, Options under the schemes were granted during the year to
157 participants over 2,864,500 shares. Options under these
schemes are exercisable only if performance conditions are met;
these conditions are described on page 22,

345,000 ordinary shares were provisionally ailocated as awards
made 1o 38 participants comprising executive directors and senior
managers under the Company’s Restricted Share Award Scheme.
Awards outstanding at 31 December 1998 gave those participants
prospective interests in 919,331 ordinary shares in the Company,
Further details of this plan are given on page 22,

The Company's 1995 Flotation Award Plan (the Americas, Asia
Pacific and Scandinavia) and Americas Sharesave Plan {USA and
Canada) continue in operation. Both these plans are structured to
enable participants' noticnal share units to realise any appreciation
in the Company's share price during the life of the schemes,

Accountability and audit

Statements of the respective responsibilities of the directors and the
auditors for these accounts are set out on page 27,

Internal control

The principal elements of the Group's internal control system are
described below. The Audit Committee has on behalf of the Board
reviewed the effectiveness of the system of internal financial control
from information provided by management and the Group's
internal and external audit functions. The Committee limited its
review to internal financial controls, as permitted by the London
Stock Exchange, pending publication of guidance for directors

on the broader aspects of internal control. However, wider aspects
of internal control are periodically considered by the Board.

Further reviews of such matters will be undertaken during 1699,
Any system can provide only reasonable and not absclute assurance
of meeting internal control shjectives,
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The Group's steategic direction is reviewed by the Board at least
Gneg eachn year as part of a strategic planning process and key
projects are considered in the context of Group strategy,
Managament structure, organisation and resources are also
considared in relation to the actions needed to implement this
stritegy. Annual operating profit and cash flow targets for each of
the Group's businesses and reglons are set by executive
management and reviewed by the Board,

The management of the Group is delegated to the Chief
Executive and, through him, to senior executive management in
the various regions and tachnelogy groups in which the Group
operates, Operational and business objectives are set for, and within,
each region/technolegy group and clear responsibilities established.
Regional presidents and/or tachnology group leaders are
accountable for the conduct apd performance of their businesses
in line with the agreed strategy and annual operating targets.

Operating and financial reporting to the Board is undertaken on
a monthly basis. Detailed financial reports of results against budget
and prior year and analysis of variance by business are prepared
and reviewed by the Board. These encompass a range of key
performance indicatars. *v addition, quarterly raviews of forecast
future performance are undertaken by the Chief Executive and
Finance Director and reported to the Board.

Capital investment decisions are made through a formal
evaluation and authorisation process, with major projects being .
referred to the Board for decision. Post-completion reviews are
undertaken,

Key functional activities are the responsibility of executive
directors and other senfor management, with the Board setting or
approving policy in certain areas such as health, safety and
environmental matters, information technology strategy and
treasury policy.

Buslness risk analysis and assessment and financial control
self-assessment programmes are carried out across the Group,The
Group also maintains a comprehensive insurance programme.

Leadership in health, safety and environmental matters is a
primary responsibility of the Chief Executive and Executive
Vice-President Technology, with operational management
responsible for the implementation of compliance requirements
and policy. Health, safety and environmental risk management
reviews are undertaken in each region.

Going concern

The directors, after having made what they conslder to be
appropriate enquiries, have a reasonable expectation that the
Company and the Group have adequate resources to continue in
existence for the foreseeable future. Accordingly. the financial

statements which appear 01 pages 28 to 45 have been prepared on
a geing concern basis,

Craditor payment policy
Group companies are responsible for agreeing the terms and
conditions under which business transactions with their suppliers
are conducted. Itis Group policy that payments to supphiers are
made in accordance with these terms, provided that the supplier is
also complying with all the relevant terms and conditions,

At 31 December 1998 the Group's trz "_ creditors outstanding
represented approximately 52 days” purchases (1997: 66 days).

Charitable donations

During the year the Group made donations of £122,000 to charities
(1997: £149,000). No payment was made to any political party in the
UK.

Auditors

Arthur Andersen have expressed their willingness to continue in
office as auditors of the Company and the reappointment will be
put to the members at the Annual General Meeting.

B f the Board

rew Cree Secretary
10 March 1999
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Remuneration report

Rrmuneration fummittes

P ey s Cammittee comprises thiee ot tne Board's non.
Ceeatiive directors fsee page 13} Executive directors de ndt sit en
o ejammmee,although the Chief Executive i present foi
disCussions on seniar executive remuneration other than his own,
The Committee's role is to set the framework for e<ecurive

“TRIGr executive managers,

Remuneration palicy

The objectives of the Company s executive femuneration policy are:

* 10 design a competitive remuneration and benefits structure 1o
racruit, retain and morivate executives of the highest calibre; and

* to align the rewards and incentives of the key group of individuals

with the performance of the Company and the Interests of itg
investors,

In particular. the Committee has regard to the general levels of
remuneration across the Group and in Comparator companies and
busiriesses. It draws upon data and advice on executive pay and
conditions from tompensation practitioners and the investment
community as appropriate, The Committee also recognises the
increasing globalisation and technical nature of Aibright & Wilson's
businesses which, by its very nature, necessitates the assignment
and relocation of directors and key senior executives around the
world,

The constituent parts of Femuneration for executive directors and
senior executive managers are as follows:

Salary comprises two elements:
* 3 basic annual salary, paid in cash, generally reviewed each year
and setin line with average comparative salaries;
* 3 deferred element granted as an award of restrlcted shares which,
combined with the basic salary, can bring the total valye to the
upper quartile leveal,

The deferred element operates through the Company's Restricted
Share Award Scheme, which is a deferred share bonys plan, and is
intended to facilitate the motivation and retention of senjor
executives. It enables an individual to receive a grant of a provisional
allocation of shares from the scheme's trustee, The shares are
released in full after a retention period of 48 months. Should a
Participant leave during the retentlon period, the Committee
decides whether he should receive the full award or a partial award,
or if the award should be Cancelled, and requests the trustee (o
exercise discretion aceerdingly,

T Bonus payments {which are not pensionable) to executive
directars and senior executlve managers are paid subject to the
Group’s or relevant businesses' performance. Individual bonus
payments are determined or approved at the discretion cf the
Remuneration Committes, subject to an overall maximum of 50% of
base salary for executive directors, and take account of personal
contribution 1o the Group's business, Although the Commitzee
acknowledges the efforts and hard work of the executive directors
during the year in difficuit trading conditions, it was not considered
appropriate to award bonus payments to them in respect of 1508,

s e e . T e e e

. ez g foster the o« Betwe,r nlividuals?
pertonel interest ar 2 tnat of shareke ders, the IITRARY Breourages
share ownership By exacutive directcrs, senior S¥ecutive managers
and key employees toth independently and through emgloyes
share schemes. Grants of share options are normally made annually
at the market price of the Company's shares art the time of grant,
Option< are not issued at 2 Jdiscount to the market, Grznts are
phased over a four y2ar period in equal tranches up 10 a maximum
grant for executive directors based on a multiple of four times
earnings. Deviatlons from this policy are made from time 1o time in
order to reflect performance and promotions and to enhance
incentive programimes,

The options have 3 ten year life and the earliest that they can he
exercised is three years from the date of grant, Performance
conditions have 1o be met before options can be exercised. For
options granted to date, the performance condition requires that
the average growth in the Compary:'s earnings per share over any
three year period prior to exercise shall be at least equal 1o the
percentage Increase in the UK's Retail Price Index plus 2% per
annum over the same period. This target is subject ta a rolling three
year measurement period,

UK based executive directors and senjor executive managers are

eligible to participate in the Sharesave Scheme which is operated
within the UK,

Fensicns The Company's three executive directors each have
pension arrangements, Payl Rocheleau, a Us cltizen, participates in
local US retirement bepelits plans. Gabriel Kow and Ken Lever each
contribute to approved Pensfon arrangements by way of a pension
allowance paid by the Company UP to an agreed percentage of
salary. Senior executive management participates in retirement
Programmes appropriate to the countries in which Albright &
Wilson operates argund the world,

Cirectors' pension benefits are shown on page 24,

Contracts of service

Executive directors are generally appointed under service
agreements capable of being terminated by either party on twelve
months’ notice or earlier on payment in lieu of notice. All the
present executive directors have terms of sarvice which are in
accordznce with this policy.

Non-executive directors

The non-executive diractors are generally appointed for three year
periods, subject to renewal, Non-executive directors go not have
service agreements, are not eligible for pension scherne
membersh'p and do not participate in any of the Company's
incentive schemes. The femuneration of the non-axecutive directors
Is determined by the Board on the recommendatiens of the
Chairman and Chiuf Executive (save that the Chairman does not
participate in e consideration of his evn fees).

Directors’ remuneration and interests
The following tablus and notes set out Jetails of the direcrors'

remuneration and interests ag at 31 December 1598 and form part
of this report.

On behalf of the Boarg

Nicholas Barber Chairman, Remuneration Commuttee
10 March 1999
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Directars’ rerpuneration

1998 -
£'000 20

Ermoluments 1,543 1,580
Armounts receivable under long term incentive schemes 193 191
Money purchase pension contributions 85 57

Total remuneration 1,821 1,828

Emoluments by individual director
‘The emolurments of all directors during 1998 were as follows:

parforinsace  Perferinance

Basie Baslc related ralyod Toual emolur.ents
salary/fees  salaryffees Benefits Benefits bonus vonus .
1998 1997 1998 1997 1998 1597 1998 1997
£'000 £000 £'600 £000 £'000 £1000 £000 £0900
Executive
J R Adsetes (retired 31,5.98) 83 148 7 8 - 13 90 169
G 1 Black (retired 31.12,08)* 180 162 13 14 - 15 193 ikl
G C M Kow (appointed 1.697)" 262 266 36 1 - 38 298 359
K Lever 185 175 17 19 - 25 202 219
¢ F Rochelgau™ 298 209 277 22 - 29 575 256
R C Paul {retired 31.7.97) - 178 - 13 - 10 - 201
Maon-executive Chairman
Sir Christophet Benson™ e - 110 - - - - 110 no
Naon-executive
N C F Barber 25 25 - - - - 25 25
M F Garner 25 25 - - - - 25 25
H Lottig 25 25 - - - - 25 25
1,193 1323 350 131 - 126 1,543 1,580

Motes
(a) In addition to the esnoluments shown, lan Black received a termination payment of £257,108 in accordance with the terms of his
service Contract.

(b) Benefits include overseas allowdnces in respect of Gabriel Kow and Paul Rocheleau:in particular they include the payment of expenses

and costs Incurred totalling £200,000 in respect of Mr Racheleau’s relocation to the UK from the USA upon his appointment
as Chief Executive,

(¢} Sir Christopher Benson's fees inelude a contribution of £20,000 {1997: £20,000} towards his office and related costs.

(d) The emoluments represent sums earned during the year irrespective of when paid. No payments were made to dicectors in 1998 in
respect of the annual bonus scheme.
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Brraclors’ pension benefiis
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‘nerease n Accumulated Lo 4/ 1T 0
Acsamulated P total At rued } .
total acceuad penson accrued pensicn A':f"”‘:’ 3 "':’ "1‘:\“::;
pension  during the pension  dunngrhe O OthEr dranaament
al31,1297 period  ap31.12.93 perod 1998 H
£000 £000 £000 £000 £'000 100G
JR Adsetts: 47 4 53 79 - -
Gl Black ¢ 66 [ 79 400 - -
G C M Kow? - - - - 25 14
K Lever » - - - - 44 26
P F Rocheleau- 17 12 29 66 - -

Notas

(3) The pension entitlemnent shown is that which would be paid annually on retiremeit based
in accrued pension during the year excludes any increase for inflation,

on retirement, life assurance cover for death in service, ill-health pension and Spouse’s pension on death,The SEPF is a nen-contributory
scheme. Members of the SEPF have the option to pay additional voluntary contributions to secure additional pension benefits; additional
voluntary contributions and the resulting benefits are not included in the above table,

Or Adsetts retired on 31 May 1998.The accumulated total accrued pension shown is that earned up 10 his retiremeat date and the
increase in his accrued pension takes account f his retirement at a date Jater than that which he could have retired as of right, without
a reduction in benefits.

Mr Black's pension entitlement shown above is his entitlement at retirement on 31 December 1998.The transfer value shown for
Mr Black Includes an amount of £225,000 which relates to the preservation of his base pension at an agreed level on the termination of
his contract in connection with which the Company made an additional Payment of £119,000 1o the SEPF,

Mr Black’s entittement is enhanced by the proceeds ofa supplementary money purchase account under the SEPF which had a
balance of £360,000 at 31 December 1698 (1097: £325,000), including aceumulared interest. Company contributions amounting to
£16,000 wure made during the year into the supplementary account (1997: £1 7,000}

(d

—

3abriel Kow and Ken Lever each receive a pension allowance of 12.5% and 25% respectively of taeir salaries to enable them to
contribute to approved pension arrangements. Mr Lever is also entitled to death-in-service benefits from the SEPF up to the Inland
Revenue cap with the balance administered through an independent trustee. Mr Lever receives no other benefits from that fund,

(e} Paul Rocheleau's benefits are accrued as a member of the Retiremient Plar ind the Supplemental Executive Retirement Plan for Albright
& Wilson A.nericas Inc, The former plan is available to all ctaff employees in ihe USA, providing a pension based on 1.46% o pensionable
salary for each year of service Up to a maximum of 35 years. Under US law the pensionable salary is Iimited to a specified maximum
value. The supplemental scheme is an insured moncy purchase schere that allows cor nbutions to be made in recognition of that part
of Mr Rocheleau’s salary that axceeds the specified maximum value. In the absence of a transfer basis In thase US pension plans, the
present value of the increase in the accrued plan benefits are shown for Mr Rocheleau on the basis of actuarial assumptions to reffent

the ime value of money and the probability of payment. Mr Rocheleau, the highest paid director,is not entitied to any accrued fump
sum benefit under either of the above pansion plans,
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Directors’long term incentive awards— 7
hares . s ony, Outstanding 4 -3 L T Yased
aeririied ag Lur ny e y2at asat 1993 1997
at119g Aviarded Released Canceliad 31,1298 Relaase dates £'000 £000
G | 3fack (retired 31,12.93}» 82,416 20,000 (19,083) - 83,333 14.299 = 23402 33 32
GCM Kow 20,000 20,000 - - 40,000 20901 -23402 - -
K Lever 40,000 25,000 - - 65,000 811899 - 23402 - -
P F Rocheleau 195,291 30,000 (28,625} - 196,666 14.359 - 209.02 49 48
Former directors
J R Adsetts {retired 31.5.98)» 86,958 - (68,625) (18,333) - - 111 32
R C Paul (redired 31.7.97) - - - - - - - 79
Total 424,665 95000 (116,333) (18,333) 384,999 193 19

MNote
(@) In cases of retirement, the trustee ma
awards totalling 83,333 shares may therefore be released on or after 14 March 1999,

Directors’ shareholdings

y exercise its discretion and release all or part of a participant’s outstanding awards. tan Black's

Interestsin  Intsrestsin
ordinary ordinary
shares shares
ar31.12.98 at1.158
Executive

G | Black {retired 31.12.98) 56,414 37.250
G T M Kow ’ 25,000 -
K Levar 9,398 4,398
P F Rocheleau 105,791 52,166

Non-executive
N C F Barber 15,000 15,000
Sir Christopher Benson 150,000 100,000
M F Garner 5,000 5000
H Lottig 3,333 3,333

The shareholdings shown comprise the dirs..cors' beneficial interests in the ordinar

y shares of the Company. The executive directors, as

potential beneficiarles under the Company’s Restricted Share Award Scheme, are each also deemed to be interested in the 2,165,853

Albright & Wilson plc ordinary shares held by the trustee for the Albright &Wilson ple Employees' Senafit Trust,

No direcror had a non-beneficial interest in the shares of the Company during the year or between 1 January 1999 and 25 February 1999,

There has been no change in any of the interests shown between | January and 25 February 1999,
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Lirectors’ share options Crdinaty ~ates oder geon T
Jate Argtieg
em avedge
Granted Opuon ~hich Expiry oftion
1.1.68 Granted* date price 31,1298 exercrcable da‘e pice
G I Black* 289,005
100,000* 16.4.98 180p
80,000 17,298 16.2.05 150p
309,005 25499 15405 169p
Total 289,005 100,000 389,005
G CM Kow -
250,000* 16.4.98 180p
100,000* 22,1098 80p
350,000 16400 21.100% 151p
Total - 350,000 350,000
K Lever 247,375
120,000* 164,98 180p
100000* 22,1098 80p
150,000 81153 71105 153p
317,375 27.3.00 211005 138p
Total 247,375 220,000 467,375
P F Rocheleau: 296,800
250,000% 16.4.98 180p
125000 22,1098 80p
13,269 9498 130p
80,000% 17298 16.2.02 150p
605,149 254589 21,1008 153p
Total 296,880 388,269 685,149
Notes

(a) Options are held under the Albright & Wilson ple Executive Share Option Schemes and the Albright & Wilson plc Sharesave Schemne,

Qption grants marked * above were made under the Executive Share Option (No, 2) Scheme and are exercisable between 2001 and
2005 The grant marked ** above was made under the Sharesave Scheme and is exercisable from 1 June 2003 to 30 November 2003,

(b) Performance criteria fulfilied: exercise price exceeds market price at 31 December 1998,

{c) Paul Rocheleau has additional interests in the shares of the Com

participation in the 1995 Flotation Award Plan and the Arericas Sharesave Plan pursuant to which he may realise any appreciation in
the Company’s share price during the [ife of the schemes,

{d) Former directors

p-

{f)

—

Michael Winstanley - retired 31 August 1996: exercised 160,000 sharas under option at 150p per share on 9 March 1998, The middle
market price at that date was 172'/:p and the gain an exercise was £36,000,

Robin Paul - retired 31 July 1997: 366 666 shares under option at $50p per share lapsed on 17 August 1998,

John adsetts - retired 31 May 1998, a total of 187,000 shares under option, at an optian price of 130p per share. These eptions are
exercisable, subject to the attainment of the relevant pedformance criteria, until 31 May 1859; 110,000 shares under oftion have
been exercisable <ince February 1998,

pany by way of a total helding of 14,660 notional share units through his

lan Black ~ retired 31 December 1998: a to1al 2l 380,880 shares under option with a weighted average cption prce of 16Ep per share,

These options are exercisable, subject 1o, \e attalunent of the ralevant performancae criteria, untl 31 December 1993, 80,000 shares
under ogmion have been exercisable since Febiuary 1998 Mr Black's 8,125 shares under opticn granted pursuant o the Sharesave
Stheme lapsed at his instruction on 31 December 1998,

A summary of the perfarmance eriteria attached to the options set out above is on page 22 cf this Remuneraticn Report,

On 30 December 1998 (the last trading day of the year) the share price was 64 /.p pershare and the range during the year was
191 p 1o 644p.

The Company's Register of Direczors Intarasts, which 1s 9Fen to mspection at the registered cifice, “ontains fuli details of directors’
sharehaldings and share eptrons
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Statement of directors’ responsibilities

and auditors’ report

Statement of directors’ responsibifities
e HORAE ¢ Ja & kaqunes the directors 1o prepare finararat statements
i naah fmana.al year which gwe a true and fare view of the state of
ataes of the Company and the Group and of the profit or loss and

cash ttows for that period, In preparing these financial staterents
the directors are required to:

- Tt s g

- select appropriate accounting policies and then apply them
consistently;

- make judgements and estimates that are reasonable and prudent;

* state whether applicable accounting standards have been
followed: and

Auditors’ report

To the shareholders of Albright & Wilson ple

We have audited the accounts on pages 28 to 45 which have been
prepared under the historical cost convention and the accounting
policies set out on page 31, We have also examined the amounts
disclosed refating to the emoluments, share options, long-term
incentive scheme interests and pension benefits of the directors
which form part of the remuneration report on pages 22 to 26,

Respective responsibilities of directors and auditors

The directors are responsible for preparing the Annual Reporr,
including as described above, the accounts. Qur responsibilities, as
independent auditors, are established by statute, the Auditing
Practices Board, the Listing Rules of the London Stock Exchange,and
by our profession’s ethical guidance,

We report to you our opinion as to whether the accounts 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 accounts, 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 law of the Listing Rules regarding directors’
remuneration and transactions with the Company and the Group
is not disclosed,

We review whether the staternent on page 19 reflects the
Company's z—ompliance with those 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 form an opinion on the
effectiveness of the ompany’s corporate governance procedures or
its internal contre

- wrepar2 the finarz:al sratements on a GOy Zoncern £a3 s anlass
's inappropriate to presume that the Coripany and Group will
ceatinue n business,

The dwectors are responsible for ersuring that the Group maintains
proper accounting records which disclose with reasonable accuracy
at any tine the financiat position of the Group and which enable
them to ensure that the financial statements comply with the
Companies Act 1985,

The directors have general responsibility for taking such steps as
are reasonably open to them 1o safeguard the assets of the Group
and to prevent and detect fraud and other irregularities,

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

Basis of audit opinion

We conducted our audit in accordance with Auditing Standards
issued by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amounts
and disclosures in the accounts. It also includes an assessment of
the significant estimates and judgements made by the directors in
the preparation of the accounts and of whether the accounting
policies are appropriate to the circumstances of the Company and
of the Group, sonsistently applied and adequately disclosed,

We planned and performed our audit so as to ohzain all the
information and explanations which we considerea necessary in
order to provide us with sufficient evidence to give reasonable
assurance that the accounts 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 aczounts.

Opinion

In our opinion the accounts give a true and fair view of the state of
affairs of the Company and of the Group at 31 December 1553 and
of the Group's profit and cash flows for the year then ended ard

have been preperly preparedin accordance with the Companrigs
Act 1985,

Arthur Andersen 1 f
Chartered Accountants ard Registerad Auditors

| Victoria Square
Birmingham Bi 18D

10 March 1939
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Consolidated profit and loss account

ek g on 3| 3 Dponeber peD]
1998 ;:g:'
Before Exceprional Scfore Bxzept ofdl
exceptional items excepuenal BEL
items {note 5} Total ems {nota 8} M
Notes £fm £m £m im Zm im
Turnover 814.9 - 814.9 7849 - 7849
Less: share of joint ventures’ sales 2 (55.5) - (55.5) (89.5) - {894)
share of associates’ sales 2 {29.1) - (29.1) {30.1} - 30.13
Group turnover ! 730.3 - 7303 665.2 - 6652
Cost of sales {620.5) (6.8) {627.3} {557.8) (23.00 (580.8)
Gross profit 109.8 (6.8) 103.0 107.4 (23.0) 844
Other operating 2xpenses, net 3 (63.8} (1.1} (64.9) (58.4) (1.8) (60.2}
Group operating profit 46.0 (7.9) 38.1 49,0 (24.8) 242
Share of net of arating profit {loss) in
Jolnt ventures 2 10.6 - 10.6 167 - 167 1
Associates 2 3.1 - 3.1 2.7 13.0) (0.3
13.7 - 13.7 194 \3.0) 164
Total operating profit 59.7 (7.9) 51.8 684 (27.8) 406
Loss on sale of operations 13 - - - - {1.1) (1.1}
Profit before interest 59.7 (7.9} 51.8 68.4 (28.9) 395
Interest receivable and similar income 6 2.7 7.9 10.6 1.5 - 1.5
Inter2st payable and similar charges 6 (14.1} - (14.1} 9.3) - 9.3
Profit on ordinary activities before taxation 48.3 - 48,3 0.6 (28.9) 37
Taxation 8 (14,0} - (14.0) (17.8) 1.5 {i6.3)
Profit on ordinary activities after taxation 34.3 - 33,3 428 (27.4) 154
Equity minority interests 26 {0.5) - (0.5) (0.6) - 0.6)
Profit for the financial year 33.8 - 33.8 422 (27 4) 148
Dividends 10 (22.3) - (22.3) (22.3) - (22.3)
Retained profit (loss) for the year 25 11.5 - 115 19.9 {27.4) 17.5)
Basic earnings per s!_1are 1 10.8p 4,7p
Diluted earnings per share 1 10.8p 47p
Adjusted earnings per share n 10.8p 13.5p
Dividends declared per share i} 7.15p 7.15p
L] L ]
Statement of recognised gains and iosses and
ego . . . r
reconciliation of inovements in shareholders’ funds
For the year ended 31 December 1998
1998 1997
fm im
Profit for the financial year {note 1) 33.8 148
Exchange adjustments on foreign currency net investments 1.1 128}
Total recognised gains and losses relating to the year 349 23
Dividends - paid and proposed {22.3) 1223)
tssue of shares 0.5 -
Geodwill:
- acquisition of subsidiary undertakings (1.3) {101}
- purchase of business {0.4} {1.%}
- dispesal of subsidiaty undertakings - 07
Net increase (decrease) in shareholders’ funds 114 {313
Dpering sharaholders’ funds 320.5 3518
Closing shareholders’ funds 331.9 3205




Consolidated cash flow _statér;nfe_r’i‘cﬂ |

Crtbe ey anded 3 December 175%

1998

ETR
) — Notes £m £m o :Tf;
Net cash inflow from operating activities 32 63.0 353
Dradends receved from joint ventures 9.3 93
Divddends receved from assceiates 0.6 01
Dividends from joint ventures and associatas 9.9 100
Interest received 2.8 1.2
Interest paid (12.0) {45)
Returns on investments and servicing of finance (9.2) 3.3y
UK corperation tax paid (4.9) (4.5)
QOverseas tax paid (9.6} (2.0)
Tax paid {14.5) (6.5)
Purchase of tangible fixed assets {51.1) - (60.2)
Purchase of own shares - (2.5
Proceeds from sale of tangibie fixed assets 2.8 04
Proceeds from disposal of fixed asset investment 8.5 -
Capital expenditure and financial investment {39.8) (62.3;
Purchase of subsidiary undertakings 14 {22.0) (17.6)
Purchase of other business - {5.5)
Proceeds from sale of operations 15 - 38
Acquisitions and disposals (22.0) (19.3)
Equity dividends paid (22.3) (21.9)
Net cash outflow before financing (34.9} (68.0)
Issue of sharas 24 0.5 -
New loans 7.2 883
Repayment of loans (1.0} (41.3)
Financing 6.7 470
Decrease iin cash in the year {28.2) 210)
Reconciliation of net cash flow to moverent in net debt
1928 =N
Netes £m fm
Decrease in cash (28.2) 210
Fepayment of 'oans 1.0 a3
New loans (7.2} 1883
Loans acquired with acquisition - G208
Exchange adjustment 2.6 0.5)
Movement in net debt (31.8) 808
Net debt at beginning of year 13 (1156,2) (357
Net debt at end of y. .r 13 {148,0} (116.2
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Balance sheets
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Groug o -)mpan;
1998 1997 1998 195+
) Notes £m £m £m im
Fixed nssets
Intangihle assers 16 11.6 0.2 - -
Tangitle agsers 17 382.9 3621 - -
Investments in joint ventures: 18 23.6 25.7 - -
Share of gross assuts r 40,1 424
Share af gross liabilities L (16.5)] (16.7)
Investments in assoclates i8 &9 7.8 - -
Other investments 18 4.6 50 275.4 3910
432.6 4100.8 275.4 3910
Current assets
Stocks 19 102.4 1094 - -
Debtors falling due within one sear 20 149.5 153.2 192.9 40.7
Debtors falling due after more than one year 20 39 63 - -
Cash at bank and In hand 13.1 84 - -
268.9 277.3 1929 407
Creditors; amounre faliing due within one year 21 (199.7} (180.8) (65.0) (22.1)
Net current assats 69.2 96.5 127.9 18.F
Total assets less current liabilities 501.8 497.3 403.3 409.6
Creditors: amounts falling due after more thanone year . 22 (145.2) {135.1) - {169}
Provisions for labilitias and charges 23 (2.,.1) (27.1) {1.3) {1.3)
Net assats 1 3335 3351 402.0 3914
Capital and reserves
Called-up share capital 24 785 784 78.5 784
Share premium account 25 1171 116.7 1171 116.7
Capital reserves 25 35.7 357 35.7 35,7
Profit and loss account 25 100.6 89.7 170.7 160.6
Equity shareholders’ funds 331.9 3205 402.0 3914
Equity minority interests 26 1.6 14.6 - -
. 333.5 335.1 402.0 3914

Signed on behalf of the Board

Paul Rocheleau Chief Execu___x'
Ken Levor Finance Director

10 March 1999
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Atcounting policies

Far e o0 anded 1 Eecember 1558

Basis of accounting
“ne firancl statereents have been prepared urder the historical
4TS Invennon and »n acordance with applicable accounting
stanards. A summary of the sigraficant accounting policies, all of
which have been consistently applied, is set out below,

Restatement of prior year turnover

Wa have resrated turnaver figures to ensure the consistent
reparting of insurance and freight costs recharged to customers
and, in complying with FRS9 (see below), we have disclosed the
Group's share of external sales of joint ventures and associates, The
fesultant reduction of previously published turnover figures
amoumed to £56.6 million in the year ended 31 December 1997,

Coinpliance with new UK accounting standards

In 1998 we adopted four new UK accounting standards:

« FRS9, like ts predecessor, requives equity accounting to be used
for associates and joint ventures, and expands the related
disclosure requirements. Adopting FRSS has had no impact on
the reported profit,

* FRS10 requires purchased goodwill to be shown as an asset
on the balance sheet and amortised over jts useful economic
life. The impact of FRS10 on the results for the yearis set out in
note 14,

* FRS11 requires the carrying amount of a fixed asset to be
compared with its recoverable amount, defined as the higher
of net realisable value and value in use. I the carrying amount
exceeds the recoverable amount, the asset is impaired and should
be written down. Asset impairment write-downs are shown in
nate 5.

* FRS14 clarifies the rules for calculating earnings per share, This
has resulted in a minor restatement of the previously reported
earnings per share for 1997 (see note 11),

Basis of consolidation

The consolidated financial statements include the accounts of
Albright & Wilson plc and its subsidiary undertakings made up to
31 December, The results of subsidiaries acquired or sold are
consolidated for the periods frora or to the date on which
control passed,

Gocdwill arising on acquisirisr- aprasenting the excess of the
fair valuz of purchase consid- - aver the fair value of the
separable neg assets acquires: sitalised and amortised over
20 years. Previously it was writ:  ff aganst reserves in the year
of acquusition and has not beer - scapitalised but will be written
back te the profit and loss account if the business concetned 1s sold,

In the Company’s balance sheet, investments in subsidiary
undertakings are shown at cost less, where necessary,a provision for
any diminution in value. Dividends received and recelvable are
credited to the Company’s profit and loss account,

Join. venturas and associates

In/estments in joint ventures and associates are accounted for in
the consalidated financial statements using the equity method.
The Group's share of rhe profits less losses of joint ventures and
associates ks inciuded in the consolidated profit and loss acceount,
ts equity interest in their net assets is included as an investment in
the cansalidatad balance shaet,

- r————

Tangible fixed assets

Tang.ble fixed assets, eucept frechold tand, are depreciated an a
straight line basis over their estimated useful lives as follows:
freehold buildings (40 years), leasehold land and buildings (40 years
or term of lease if shorter) and plant and machinery (5 1o 15 years).,

bureign currency translation

Transactions in foreign currencies are recorded at the rate of
exchange at the date of the transaction o, if hedged, at the forward
contract rate. Assets and liabilities denominated in foreign
currencies at the year end are converted using year end rates or, f
appropriate, the forward contract rate. Exchange differences a:
included in the profit and loss account,

Results of overseas operations are translated into sterling at the
average rates of exchange during the year and their balance sheets
al year end rates of exchange. Gains or losses arising on the
translation of opening net assets and results of overseas operations,
riet of gains or losses related to forefgn currency borowings or
ather Instruments to the extent they hedge the Group's .avestment
in such operations, are dealt with through reserves.

Turnover

Turnover comprises sales to external customers, excluding VAT and
similar taxes, returns and atlowances,

Research and development

Research and development expenditure is charged against profit in
the year in which it is incurred,

Stocks
Stocks are stated at the lower of cost and net realisable value,

Deferred taxation

Deferred taxation is provided where tirning differences between
profits computed for taxation purposes and profits stated in the
financial statements are likely to reverse in the foreseeable futura,
Advance corporation tax is carried forward to the extent it is
expected to be recovered.

Pensions and other post-ratirement benefits
The expected cost of pensions in respect of the Group’s defined
benefit pension schemes is charged to the profit and loss account
s0 as 10 spread the cost of providing pensions ¢.zr the period
during which the Group benefits from employees’services in
accordance with the advice of independent aciuaries, The effects of
variations from regular cost are spread over the 2xpected average
remaining service lives of members of the scheme. The cost of
foreign pension schemes is determined in accordance with local
practice and statutory requirements,

The costs of other post-retirement benefits are assessed in
accordance with the advice of independent actuzries,

Environmental liabilities

The Group is exposed to envirormental lahilities relating 1o its pars
operations principally in respect of site remediation Costs, Provisicrs
are maJe for estimated remediation costs for both operating and
non-operating plants when the dirzciors determine that s
probable trat a liabitity exists and when the cost can be reasonakily
estimated within a range of possible 2utcomes.
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Segmant information: Group

e e e e et e~ ———— T e o

Cperaurg proft Cperavng
Group tumover before exceptional femg excepronal tems Met IPerating assars
1998 1997 1998 1967 1998 1997 1998 1997
£m im £m £m £m £m £m fm
By class of business
Phasphates 266.1 2152 31,2 320 (0.9) {16.1) 268.1 2364
Surfactants 277.2 250.7 i8.0 17.6 (1.4) (8.3) 132.3 1274
Phosphorus Derivatives & Acrylics 187.0 199.3 15.5 227 {(3.5) (1.9) 137.5 140.8
Corporate costs - - (5.0) (3.9) (2.1) {1.5) .7 29
730.3 €65.2 59.7 68.4 {7.9) (27.8) 539.7 507.5
—_—
By geographical origin
United Kingdom 241.3 253.8 10.7 246 (3.4) (19.4) 222.4 201.1
Continental Europe 195.2 178.7 14.4 12.5 - {0.9) 5722 522
Americas 243.9 176.8 26,1 214 (4.2) (4.5) 2217 2168
Asia Pacific 49,9 55.9 8.5 9.9 (0.3) (3.0 38.4 382
730.3 665.2 59.7 68.4 (7.9} (27.8) 539.7 507.5
By geographical destination
United Kingdom 160.6 168.3
Continental Europe 224.4 AR K
Americas 246.3 1829
Asia Pacific 73.4 82.2
Rest of the World 25.6 . 202
7303 6653
All of the above resylts are attributable to continuing operations,
Reconciliation of net operating assets to net assets; 1998 1997
£m fm
Net cperating assets 539.7 507.5
Taxation (23.0) (24.3)
Dividends proposed

(15.0) (15.0)
(20.2) (16.9)
{148.0) (116.2)

333.5 335

Deferred consideration for acquisition of subsidiary undertaking
Net borrowings

Net assets .

The profit for the financial year of £33.8 million {1997 £14.8 millian) comprises: Groun £23.0 million

(1997: £6.0 million), joint ventures
£9.2 million (1997:£11,1 million) and assaciates £1.6 million (1997:£23 million loss),

Segment information: Joint vantures and associates

Turrover Operating prefit Net assets
1998 1997 1998 1597 1998 1597
£m £m £m im £m im
Joint ventures
By class of business
Phosphates 379 715 9.4 153 19.0 205
Surfactants 17.6 181 1.2 14 4.6 52
55.5 896 10.6 16.7 23.6 257
By geographical origin
Amaricas 26.2 556 8.6 4.5 16.6 180
Asia Pacific 29.3 340 2.0 22 7.0 2.7
——
55.5 8546 10.6 16.7 23.6 257

The principal reason for the change in joint ventures’ turnover and operating profit between 1997 and 1993 i o
AW Troy from icint venture to subsidiary status in Qcioher 1997,
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Segment information: Joint ventures and associatey - . 1998 1997
£m im
By class of net assets employed {joint ventures) o
Fixed assets 253 271
Current assets 14.8 153
Liabilities due within one year {14.3) (12,0}
Liabilities due ofter mare than one year (2.2) 47)
et assets employed 23.6 257
Turnover Operating profit Exceptional items
1998 1697 1998 1997 1998 1997
£m £m £m £m £m fim
Associates
By class of business
Phosphates 14.6 136 2.1 1.4 - 1.5)
Surfactants 13.8 15.7 1.0 1.0 - (1.5)
Phasphorus Derivatives & Acrylics ¢.7 0.8 - 03 B - -
29.1 30.1 3. 27 - (3.0)
By geographical origin
Continental Europe 45 1.9 0.1 0.1 - -
Asia Pacific 246 28.2 3.0 25 - (3.0
29,1 304 3.4 2.7 - {3.0)
Other operating expenses, net 1998 1997
£Em fm
Distribution and selling costs 37.1 33.2
Administrative expenses 31.4 298
Other operating income (3.6) (2.8)
64.9 60.2
Total operating profit
Total operating profit is stated after charging: 1998 1997
£m £m
Exceptional costs (note 5) 7.9 278
Research and development expenditure 8.2 86
Depreciatio.: of tangible fixed assets
=~ owned 27.4 221
- held unz:r finance leases 0.4
Operatin:- aase rentals
-plant . 1 machinery 1.0 12
~ other 72.9 1.3

Auditors’ remunearation was £0.7 million {1997: £0.6 million) for aud " services and £0.8 million {1997: £0.8 mullion) for non-avzt services.
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Motes to the financial statements T
Exceptional items 1998 1597 7
Em Im
Asset impairment and sto- x valuation changes 4.6 189
Redundancy 1.2 54
Environmental remediation § 1.0 35
Due diligence costs 1.1 -
7.9 27.8

The exceptional items charged to cost of sales in 1998 comprise the write-off of non-
environmental remediation costs, Due diligence costs incurred in connection with a
onerating expenses,

During the year the Group simplified its financial zéfalrs Ey unwinding a long-term financing arran
Group had made a financial investment with a bank which, in accordance with FR55, was offset a
same bank. On unwinding the arrangement, the Group realised a gain of £7.9 million in dis
movement in inierest rates from the time the investrment was made, This gain is shown as
ard similar income’ heading.

The above items had no net effect on the Group's tax charge or on equity minority interests,

Exceptional charges in 1997 comprised asset impairment charges and redundancy costs following a strateqic review of the Group's
operations, together with environmental remediation costs and stock valuation changes,

performing assets and provisicns for redundancy and
borted acquisitinns have been charged to other

gement. As part of this arrangement, the
gainst the Group's borrowings from the
posing of this investment as a result of the

an exceptlonal item under the interest receivable

Interest 1998 1997
£m &m
Interest receivable and simitar income:
Short term loans and deposits 2.7 1.2
Associates - 3
2.7 1.5
Gain on disposal of financial Investment (see note ) 7.9 -
12.6 1.5
Interest payable and similar charges:
Bank overdrafts and other loans {12.5) (4.8)
Joint ventures {0.6) (2.2
Associates (0.7) 0.8)
Share of Far Eastern exchange losses (0.3) (1.5)
- (14.1) {9.3)
Employee information 1998 1997
£m im
Wages and salaries 107.7 98.9
Social security costs 10.2 9.8
Pensions 2,9 82
127.8 116.9
Average number employed: 1998 1697
Number Number
Production 3,941 3475
Selling and distribution 430 362
Administration 779 691
5,150 4,528

T1re increase in employee numbers in 1998 was primarily due to the inclusion of AGW Troy for the full year,

Details of the emoluments of the directors are shown in the Remuneration Report on pages 22 to 25 and form part of these audited
finarcial statements.
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7 Employee information )
1998 1997
£m im
UK schemas:

~ reqular cost 7.8 64
~ variation from regular cost {1.3) {1.8)
6.5 46
Overseas schemas 3.4 36
Total pension cost »9.; 82
B s [ SN,

The pension costs for the UK relate to two funded defined benefit schemes, one of which applies speciiically *a senior exequtives The 19¢w
pension cost was based upon an interim review carried out by the Group’s independent actuaries as ¢f 3° Macch 1998 o e miacket
valuation basis using $SAP24 accounting assumptions, The most recent formal triennial valuation was carried out as uf 3} March 209C

The principal assumptions used for accounting purposes are that the long-term rate of retum oninvastments will exces, =i} the sverage
annual increase in total pensionable payroll by 2.50% and (i1} the average annual increase in Present and future pensior: Paymens by 3,750,

Using the market valuation approach, the actuarial valye of the principal scheme at 31 March 1998 was sufficient to cover 929% ot e
benefits that had accrued 1o mermbers on the funding basis and 101% on the accaunting basis. The past service deficif on the funding basis
identified as at 31 March 1998 was £31 million; accordingly, the contribution rate to the scheme has been increased from 1990 srvweaids

being the excess ¢

LR AT805

Prts 3 sinevies Numerous overseas schemes exist, each of which is smail in comparisen with the prircipal UK schenny

A prepaymient of £2.3 million (1997: £2.4 million) is included within prepayrents, being the excess of the amount funded cyej the
accumulated pension cost of the Group's Canadian and American schemes,

Dhe, 2237 par sgemgee 225 The Group Operates a number of private medeal insurance schemes which carry benefits into redir ment,
The main benefits of the schemes are the refund of medical expenses up to a maximum benefit limit Per person in any one subscription
year, Approximately 150 employees are eligible to receive these benefits. The projected past service fiability for these post-cetirement
benefits is £3,5 million (1997:£3.5 million), which is included within provisions for liabilities and charges (notg 23),

Taration
The tax charge is based on the profit for the year and comprises; 1988 1997
£m Em
UK corporation tax 24.7 7.1
Doubide taxation relief {2.4) (1.8}
ACT written back (14.7) -
7.6 5.3
Qverseas taxation 4.2 6.8
Deferred taxation 0.8 23
Joint ventures 0.2 28
Associates 1.2 06
Tax on exceptional items - (1.5
—_—_
Total tax eharge

14.0 163
—

Had the Group provided in full for deferred taxation, the tax charges shown above would have been higher flower)
as follows, prior to 2ny allowance for additional ACT recoverable;

1993 1537

£m tm

- —_—
Additional deferred tax charge {credit)

0.9 (2.6
—_——

Profit attributable to Albright & Wilson ple
The profit for the financial year dealt with in the accounts of Altright & Wilson Pl was £32.4 million (1997, £30.5 million

). As provided by
Section 230 of the Companies Act 1985, no profit and loss acceunt is presented in respect of Albright & Wilson plc,
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19 Dividends paid and praposed 7 1998 |;:r
im im
ntenm paid of 2.35p per share (1997:2.35p) 7.3 73
Final proposed of 4.80p per share (| 997:4.80p) 15.0 150
22.3 223
The 1997 final divideng and 1998 interim divi "end wera paid as FIDs,
11 Zarnings per share
The earnings and weighted average number of thares used in the calculation of earnings per share were as follows:
1993 1997
Basic earnings (£m) 33.8 148
Diluted earnings {£m) 33.8 14.8
Adjusted earnings (£m) 33.8 422
Number of shares used to calculate basic earnings per share (million) 3115 neg
Number of shares used 1o Calculate diluted farnings per share {million) 3115 2123

12

The number of shares represents the number of ordinary shares in issue, less the ordinary shares held by the trustee of the Albright &
Vilson ple Employees’ Benefit Trust on which dividends have been waived,

Adjusted earnings per share are based on tha profit for each financial year before aji €xcepuional items, The earnings per share and
adjusted earnings per share are reconciled as follows:

1998 1937
Basic garnings per share 10.8p 4.7p
Effect of exceptional items (creditec) charged after operating profit (2.5)p 0.4p
Effect of exceptional items charged in arriving at operating profit 2.5p 8.9p
Taxation effect of exceptional items - {0.s)p
Adjusted Qarnings per s, o 10.8p 13.5p

Adepiion of the new accounting standard, FRS14, has resulted in the basic and a

djusted earnings per share for 1997 being restated from the
previously reported 4.8p and 13.6p respectively,

Reconciliation of aperating profit to net cash inflow frem operating activities

1998 1997
£m £m

Total operating profit from continuing operations 51.8 40.6
Exceptional iterns charged to opeating profit 7.9 278

59.7 68.4
Operating profit of joint ventures and associates {13.7) (19.4)
Depreciation and amortisation charges 28.2 24
Loss on sale of tangible fixed assets - 1.6
Decrease {increase) in stocks 5.8 {188)
Cecrease (increase) in debtors 8.4 {15.7)
{Decrease) increase in creditors {17.0) 7.2
Restructuring costs (3.7) 4
Environmental remediation costs (3.9} 15.8
Net cash inflow from operating activities 63.0 353




13 Analysis of net debt 31 Decamper Tash Exchanga 31 Décember
1G37 oW movemar.t 1998

im im £m £m

Cash at bank and in hand 84 4.7 - 13.1
Querdrafts (26.2) 15.2 - {11.0
(17.8) 19.9 - 23
Creditars due within one year 6.7 {21.5) 0.5 {27.8}
Creditors due after more than one year (91.7) {32.7) 2.1 (122.3)
{116.2 (34.4) 2.6 {148.0)

14 Acquijsitions

On 20 Marct: 1598 the Group acquired the minority 25% shareholding in AW Troy Grupo Industrial, SA de Cv ("A&W Troy"), a Mexican
holding company whose principal subsidiary is engaged in the manufaciure of purified wet phosphoric acid and other phosphate based
chemicals, AGW Troy has been accounted for as a subsidiary undertaking since 1 October 1997, when the Group increased s shareholding

15 Disposal of operations
No operations were disposed of in 1998,

In 1997 cash proceeds of £38 million were received in respect of aperations sold, giving rise to an
exceptional loss of £1.1 million,

16 intangible fixed assets

Marketing
Goodwill tights Total
fm £m im
Cost
Beginning of year - 0.4 0.4
Additions 1.8 - 18
|
i End of year 11.8 0.4 12,2
,j Amortisation
[ Beginning of yvear - 0.2 0.2
. Charge for year 03 0.1 0.4
| -
i End of year 0.3 0.3 0.6
i Net book valye
' Beginning of year - 0.2 0.2
End cf year 1.5 0.1 11.6

The Company had no intangible fixed atsats at the beginning or end of the yaar

P T p—
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17 Tangible fixed assats T

Land and Plattard  Assets urder
burldings machinery  construction Tal
im £fm Em £m

Cost -
Begirning of year %0.8 5339 59.2 6839
Additions 0.7 59 44.4 51.0
Disposals - (4.4) - (4.4)
Transfers 2.9 60.1 163.0) -
Exchange adjustment 0.2 11 {0.2) 11
Fnd of year 94.6 596.6 40.4 731.6
Depreciation -
Beginning of year 278 2940 - 3218
Charge for year 25 25.3 - 278
Disposals - (1.8) - (1.8)
Exchange adjustment 0.4 0.5 - 0g
End of year 30.7 318.0 - 348.7
Net book value

Beginning of year

63.0 2399 59.2 3621

End of year 63,9 278.6 40,4 3829
Land and buildings at cost: ! 1998 1957
£m fm

Freehold 98.1 921
Lang leasehold (over 50 years) 1.3 22
Short leasehold 1.2 0.1
100.6 944
Less land and buildings included in assets under construction (6.0) (3.6)
24.6 90.8

Freehold land included in the above at £8.9 milfion (1997: £8.9 million} has not been depreciated,
Plant and equipment included amounts which were held under finance feases:

1998 1957

- £fm £m

Cost 38.0 361
Accumulated depreciation {37.5) (37.7)

Net book value 0.5 14

The Cornpany had no tangible fixed assets at the beainning or end of the year.
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18 Fixed asset investments Group Lompar
1998 1957 1998 1557
£m fm £m fm
Joint ventures 23.6 257 - -
Associates 9.9 78 - -
Subsidiary undertakings - - 272.5 3878
Other investments 1.7 18 - -
Own shares 29 3.2 2.9 32
38.1 385 275.4 3910

Alist of the Group's principal subsidiary undertakings, joint ventures and associates is detailed below,

Percentage
Country Company - holding
Eurape
United Kingdom Albright & Wilson UK Limited* 100%
(registered in England and Wales)
France Albright & Wilson Lavéra Sal 100%
Albright & Wilson Saint Mihiel SA 100%
Italy Albright & Wilson Castiglione Syl 100%
Albright & Witson Patrica Sl 100%
Spain Albright & Wilson Ibérica SA 100%
Americas
Usa Albright & Wilson Americas Inc 100%
Albright & Wilson Company **+ 50¢%%
Canada Albright & Wilson Americas Limited 100¢%
Colombia Productora Andina de Acidos y Derivados Limitactat 45%
Mexico Aloright & Wilson Tray de Mexico, SA de CV 100%
Asia Pacific
Singapore Albright & Wilson Asia Pacific Pte Ltd 100%%
Ethoxylates Manufacturing Pte Limited+ 49%
Australia Albright & Wilson (Australia) Limitedt 50%
Albright & Wilson Specialities Piy Led 100%
China Hunan Resun-Albright & Wilson Industrial Company Limited 50%
India Albright & Wilson Chemicals India Limited 73%
Indonesia PT Albright & Wilsan Manyart 50%
Philippines Chemphil Albright & Wilson Corporationt 40%
Thailand AWAT Thai Limited+ 49%
Thai Polyphosphates & Chemicals Company Limited 30

* Direct subsidiary undertaking of Albright & Wilson ple.
** A Virginia General Partnership,
t Joint ventures and associates with which the Group traded during 1998,

FALwt e - 03 The Group's trading activities with these undertakings inclucled: purchases of materials of £26,0 million
(1997: £57.9 million) principally relating o purchases of purified phesphoric acid from Albright & Wilson Company; siles of materials of
£18.5 million (1997:£15.6 million); and royalties and commissions paid of £2.1 million (1997:£1.8 million).



R - R i

AW0AGeE L dbon

T e T T e

= __.,_,,__..._,*_‘___,______—-—___‘_"_; "ﬂ-_---—-—____ e ———
Notes to the financial statements

— R T, —;mx—--—-—....—-..-—-..._ e N i —— T e et e . e, —— '__""_ﬁ‘—-——u_.—
18 Fixed asset investments - -2
ot B Joint ventures ASsfitiates
1993 1997 1998 1997
£m im £fm fm
Cost, less goodwill written off 53 53 4,2 4.2
Share of retained profits, less losses and exchange
adjustments since acquisition 16.7 i79 5.0 29
T ——— ———— -ﬁ_‘—————_%; ———— —— e B
22.0 23.2 9.2 7.1
Loans to associated undertakings 1.6 25 0.7 07
—_— —— —_— %0 —_—
23.6 257 9.9 7.8
The mavement on Investments in jeint ventures and associates was as follows; Joint ventures Associates
£m £m
_ —_— M
Beginning of year 257 7.3
Movement in loans (0.9) -
Exchange adjustment . (1.1) 13
Share of profits fess fasses for the year 9.2 16
Dividends received (9.3) (0.6)
— —_— e —_—
End of year 23.6 9.9
—_— — —_— —
LR RFI N SMBETiary wrdéetakm o4 1 Company
1998 1997
£m fm
—_— _— —_— M
Investments in shares at cost 263.9 3819
Loans to subsidiary undertakings 8.6 5.9
272.5 387.8
The movement in the aggregate amount of the Company’s total I'wvestment in subsidiary undertakings was as follows
Company
1998 1997
£m £m
—_— _— _— —_—
Beginning of year 387.8 2333
Acquisition - - 95,4
Additional investment 0.8 1188
Revaluation of Invastments - 58.5
Intra-group disposals and tra nsfers (118.8) {59.7)
Movement in loans 2.7 (58.5)
—_— — —_—— PO
End of year 2725 387.8
S e, LByt egp e Group
1993 1997
£m im
Beginning of year 1.8 22
Additions - 0.1
Disposals {0.1) {0.5)
—_— ——
End of year 1.7 1.8
)

Atthe end of the year £1.4 million fepresented overseas listed fnvestments (1997: £ 7 miliion).

B S
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’ Groug and Tompany
1998 1997
£m im
Cost
Beginning of year 3.8 1.7
Additions - 25
Allocations {0.3) 0.4
End of year 3.5 38
Amortisation
Beginning of year 0.6 08
Charge for year 0.3 0.2
Allocations (0.3) (0.4)
End of year 0.6 06
Net book value
Beginning of year - 3.2 0.9
End of year 2,9 32

nvestment in own shares comprises ordinary shares held by the trustee of the Albright & Wilson pic Employees’ Benefit Trust. Dividends have

|
been waived by the trust. The number and market value of the ordinary shares held by the trustee at 31 December 1998 were 2,165,853
(1997:2,318,444) and £1.4 million (1997: £3.3 million) respectively,

Stocks 1998 1997
£m £m
Raw materials and consumables 17.9 246
Work-In-progress 3.5 21
Finished goods and goods for resale 74.0 73.1
Engineering stores 7.0 9.6
102.4 1094
Deabtors Group Company
1598 1997 1998 1997
£m £m £m fm
Amounts falling due within one year

Trade debtors 125.7 130.2 - 37
Amounts owed by subsidiary undertakings - - 186.8 343
Amounts awed by joint ventures and associates 4.4 41 - -
Other debtors 16.1 138 5.7 20
Prepayments and accrued income 3.3 51 0.4 0.7
149.5 153.2 192.9 40.7

Amounts falfing due after more than one year
Other debtors 1.3 3.7 - -
Pension prepayment (note 7) 2.3 2.4 - -
Prepayments and accrued income 0.3 0.2 - -
3.9 6.3 - -
153.4 1595 192.9 407

e e o r————
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Creditors: Amounts falling due within one year

T i i

Group Company
1998 1597 1998 1997
£m £m £m fm
Bank overdrafts (unsecured) 11.0 26.2 - -
Bank and other loans 27.8 6.7 10,0 -
Deferred consideration 20,2 - 16.9 -
Trade creditors 73.7 89.1 - -
Amounts owed to subsidiary undertakings - - 19.2 6.7
Amounts owed to joint ventures and associates 1.7 2.2 - -
Corporation tax payable 14.0 10.1 3.3 -
ACT payable on proposed dividend 1.8 56 - -
Other taxation and social security 39 34 - -
Proposed dividend 15.0 15.0 15.0 15.0
Pension accrual (note 7) 5.5 3.2 - -
Accruals and deferred income 25.1 16.3 0.6 04
199.7 180.8 65.0 221
Creditors: Amounts falling due after more than one year Group Company
1998 1997 1998 1997
£m £m £m £m
Bank and other loans 1223 9.7 - -
Deferred consideration - 169 - 169
Pension accrual (note 7) 10.8 10,9 - -
Accruals and deferred income 121 156 - -
145.2 135.] - 169
Total loans due within and after one year are repayable as follows: Group Company
1998 1997 1998 1997
Em £m £m £m
Within one year:
- bank overdrafts 11.0 26.2 - -
- other loans 27.8 6.7 10.0 -
Between one and two years;
- other loans 0.2 24 - -
Between two and five years:
- other loans 94.8 0.5 - -
Alfter five years:
- other loans 27.3 88.8 - -
161.1 1246 10.0 -
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22 Creditors: Amounts falling due after more than one year 7
Bank and other loans comprised: Graup Company
1998 1597 1998 1997
£m £m £m £m
Floating rate unsacurad leans repayable in:
~ 1998 - 54 - -
- 1999 26.5 - 10.0 -
- 2003 94.4 55.8 - -
- 2004 274 325 - -
Floaung rate unsecurad loan repayable in instalments ending in 1999 1.0 3.2 - -
Other loans 1.1 1.5 - -
1501 98.4 10.0 -
Interest on the floating rate loans varies between LIBOR +0.25% and LIBOR +0.35%,
23 Provisions for liabilities and charges Group
Enviranmental Post-retirement Ceferred
Restructuring remediation benefits tax Total
£m fm Em fm £m
Beginning of year 49 54 35 13.3 27.1
Reclassified from current assets and Habilities 0.3 03 - - 0.8
Profit and loss account 1 1.2 1.0 0.1 08 3.1
Expenditure (3.7 (3.9 - - {7.6)
Exchange adjustment ~ 0.3) (0.1 01 (0.3)
End of year 2.9 2.5 3.5 14.2 23.1

There was no movernent in the year in the £1.3 million

w3 han

provision for post-retirement medical benefits held in

the Company's accounts,

1998 1997
£m £m
Provided
Tax effect of timing differences related to:
—accelerated capital allowances 14.2 140
~ other - 0.7
ACT recoverable - (1.4)
14.2 13.3
Not provided
Tax effect of timing differences related to:
- accelerated capital allowances 26.2 332
- other (2.7) (4.6)
ACT recoverable - (6.0)
23,5 226
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Called-up shara capital Author:sed s5ued and fully pag
1998 1697 1998 1997
Ordinary sharas of 25p each (£000) 107,000 107,000 78,465 78,387
Ordinary shares of 25p each {0007%s) 428,000 428,000 313,861 313,548

Albright & Wilson
Sharesave Scheme

Albright & Wilson
Executive Share

Option Schemes Total
00n's 000 000's
Beginning of year 3772 2,945 6718
Granted 927 2.864 3,791
Exercised (n (312} (313)
Expired (624 {431) . {1.055)
End of year 4,074 5067 9,141
Option price 120p - 146p 80p - 180p
Earliest exercise date September 1999 April 1909
Final exercise date November 2003 October 2008
Reserves
A Non-distributable  Distributable
Share
premium Capital Profit and
account réserves loss account
Em £m £m
Beginning of year 116,7 35.7 89.7
Retained profit for the year - - 11.5
Currency translation adjustment - - 1.1
Issue of shares 04 - -
Adjustments to goodwill written off in prior years - - (1.7)
End of year 1171 35.7 100.6

Adjustments to goadwill written off in prior years represent final fair value adj

ustments in respect of 1997 acquisitions, The cumulative

amount of goodwilf written off against reserves, net of goodwill relating to undertakings disposed of is £33.0 million (1997: £31.3 million),

Non-distributable  Distributable

Share
premium Capital Profit and
account raserves loss account
£m £m fm
Beginning of year 116.7 35.7 160.6
Retained profit for the year - - 101
issue of shares 04 - -
End of year 117.1 35.7 170.7




26 Equity minority interests 1998 199;
£m fm
Beginning of year 14.6 15
Acquisition of subsidiary undertaking - 126
Acquisition of remaining shareholding in subsidiary undertaking (14.2) -
Profit after taxation 0.5 06
Exchange adjustment 0.7 {0.1)
End of year 1.6 146

27 Guarantees and commitments
. R T R "‘K' [ Lare, 1998 1997
£m Em
Contracts placed but not provided for in the financial statements 3.4 6.5

28

<ot Sy The Company and certain subsidiary undertakings have given guarantees totalling £1,2 million (1997: £1.8 million) in respect
of the Group's share of external loans to associated undertakings.
A subsidiary undertaking has given commercial guarantees to third parties amounting to £0.6 million (1997: £0.3 million). The same
subsldiary undertaking has given bank guarantees of £0.7 million (1997: £0.8 million) in respect of VAT on imports. Certain other subsidiary
undertakings have given bank guarantees and other commercial guarantees to third parties totalling £0.4 million {1997: £0.6 miltian).

co T =T ers Qperating lease rentals are expensed as incurred, The minimum annual commitments under non-
cancellable operating leases were as follows:

Land and buildings Plant and machinery
1998 1997 1998 1997
£&m im £m £m

In respect of leases which expire:
- within one year 0.2 0.2 0.5 03
- within two to five years 0.4 03 2.4 1.7
- after five years 0.7 0.7 - -
1.3 1.2 2.9 20

Contingent liabilities

Various Group undertakings are parties to legal actions and claims by third parties, regulatory and fiscal authorities, While the outcome of

some of these matters cannot be readily foreseen, the directors believe that they will be disposed of without material effect on the net asset
position as shown in these financial statements,
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Five year summary

Profit and Inss account 1994 1565 1533 1557 1998
£m fm im im £m
Turnover
Phosphatas 2369 2637 2894 3003 318.6
Surfactants 263.1 296.6 2885 284.5 308.6
Phosphorus Derivatives & Acrylics 2008 230.3 2247 2001 187.7
7008 7906 8026 7849 814.9
Operating profit before exceptional items
Phosphates 36,9 409 399 320 31.2
Surfactants 8.6 7.7 13.7 17.6 18.0
Phesphorus Derivatives & Acrylics 18,5 19.6 209 227 15.5
Corporate costs : (1.4) .1 {400 (3.9) {(5.0)
6256 64.1 705 68.4 59.7
Return on sales
Phosphates 16% 16% 14% 11% 10%
Surfactants 3% 3% 5% - 6% 6%
Phosphorus Derivatives & Acrylics 9% 9% 9% 11% 8%
Group 9% 8% 9% 9% 7%
Sales growth 5% 13% 2% (2% 4%
Interest cover 33x Ox i1x 8x 5%
Basic EPS 10.2p 12.3p 13.9p 4.7p 10.8p
Adjusted EPS 15.5p 13.1p 144p 13.5p 10.8p
Dividends per share - 6.5p 6.9p 7.15p 7.15p
Cash flow
Cperating profit 559 561 705 68.4 59.5
Depreciation and amortisation 246 246 233 234 28.0
EBITDA 80.5 83.7 93.8 91.8 87.5
Undistributed profits of joint ventures and associates (8.5) 5., (9.6} {9.4) (3.8)
Change 1n working capital (17.5} (22.2) 6.7 {27.3) (2.4}
Restructuring and environmental costs (6.6) (7.7) (7.8) (9.8) (8.0)
Cash flow from operations 47.8 43,9 83.1 45.3 73.3
Capital expenditure™ (42.4) (42.2) (38.8) (59.8) (48.4)
Free cash flow 54 1.7 443 {14.5) 24,9
Acquisitions, net of disposals 40 - 1.7 (19.3) (13.7)
Issue (purchase) of shares - {2.2) - (2.5) 0.5
Interest, tax and dividends (15.6) (23.6) (36.6) 3179 {45.9)
Net cash flow 6.2) (24.1) 94 (68.0) (34.2)
Balance sheet
Fixed assets 3138 3240 3263 400.3 432,6
Working capital 65.0 99.9 0.8 106.7 107.1
Net operating assets 3788 4239 4171 507.3 5397
Non-bank financing (96.7) (28.2) (28.1} {56.2) (58.2)
Net debt {17.00 (44.4) {35.7 {116.2 (148.0)
Met assats 265.1 3513 3533 3354 3335
Equity minority interests (0.3} (0.3) L1.5) (12.8) (1.8)
Equity sharcholders' funds 2648 3510 3518 3205 3319
Gearing 6% 13% 10% 36% 45%

Motes

(a) Turnover for the years 1994-97 has been restated for the matters referred toin the accounting policies section and includes A&W's share
of joint ventures' and associates’ sales.

(b) Capital expenditure is shown net of proceeds from fixed asset disposals,

{c} The cash flow analyses for 1994 and 1995 have been restated to exclude the effacr of pre-flotation reorganisation transactions.
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Investor information

Financial calandar
Jear g shaaes - hvidens

Ex-divida~s 432 Bazors date Paymenr Zaa
Tenm 21 September 1998 25 September 1958 25 Novembaer 1993
Final 22 March 1999 26 March 1599 27 May 1969
Results
Half year Announced 9 September 1598
Full year Announced 10 March 1999
Annual Report Posted 26 March 1999
Annual General Meeting 28 April 1999
Analysis of shareholdings at 31 December 1998
Size of shareholding Number of shareholders % Number of ordinary shares %
1 - 500 9511 58.02 3,587,277 114
50t ~ 5,000 5683 34.67 9,486,365 3.02
5001 -100,000 862 5.26 18,536,145 591
100,001 - 1,000,000 275 1.68 87,325,488 27.82
Over 1,000,001 61 0.37 194,925 481 62.1
Totals 16,392 10000 313,860,756 100.00

Share price infarmation

The table sets out below the reparted highest and lowest middle market quotations for Albright & Wilson's shares on the London Stock
Exchange as notified by the Company's stockbrokers for the periods indicated:

Yearend High-pence Low - pence

1968 191 64/
1997 1737 142/
1996 2074 157
1995 198 146

The fatest information on the Albright & Wilson glc share price can be found on Ceefax or by calling FT Cityline on 0891 4335017,
Internet

Albright & Wilson has an Internet page that can be found at hetpi/Awww.albright-wilson.com. It includes a brief hi
summary financial infermation. This annual report and accounts is also published on the website,

Key contacts information

Shareholder enquiries - Shareholders who hav
brochure should write to:

story of the Group and

© questions relating to the Group's business or wish to receive copies of the corporate

Public Affairs Manager, Albright & Wilson ple, 210-222 Hagley Road West, Oldbury, West Midlands 868 ONN, England.
Telephane: 0121 420 5250, E-mail:jenny_l_stratton@albriw.com

Copies of the annual report and accounts may also be obtained from this address and by contacting the FT free Annual Reports Club on
0181 7700770,

Registrar - Administrative enquiries concerning shareholdings in Albright & Wilson plc such as the loss of share certi
address, dividend payment arrangements and amalgamation of muitiple accounts should be sent directly to:

Lloyds TSB Registrars, 54 Pershore Road South, Birmingham B22 1AD, England. Telephone: 0121 433 8000,

tWhen contacting Lloyds TSB Registrars, please refer to the registered name and address and, if available, the full account number which
staris with 0972,

ficates, change of

Share dealing service - Details of a posial share dealing service can be obtzinad from:

Albright & Wilson plc Share Dealing Service, Cazenove & Ca., 12 Tokenhouse Yard, London EC2R 7AN, England. Telephone: 0171 606 1768.
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Associate

A company in which AGW has a minority shareholding and over
which it exercises significant influence.

Capital expenditure

Money spent on tangible fixed assets such as building new
chemical plants.

Cash added vaiue (CAV)

The cash-based performance measure used by A&W to assess the
extent to which the its businesses are creating or destroying
shareholder value. ~

Constant exchange rate {CER) results
For the purposes of comparison with the prior year, CER results are

stated after eliminating the transtation and transaction effects of
exchange rate movements.

Dividend cover

A measure used to assess the Company's ability to pay dividends.
Earnings per share divided by dividends per share.

EBITDA

Earnings before interest, tax, depraciation and amortisation.This
represents the cash effect of profit generated from operations.

Earnings per share (EPS)

One of the measures used by investors to assess the financial.
performance of a company. Basic EPS is the profit for the year after
tax and minority interests divided by the weighted average number
of shares. Adjusted EPS excludes exceptional items from the above
catculation.

Equity minority interest

That part of an A&W subsidiary owned by third parties.
Exceptional items

Material items deriving from the ordinary activities of the Group but

which are disclosed separately due to their size o incidence in
order to give a true and fair view.

Foreign income dividend (FID}

Dividends paid to shareholders out of foreign income remitted to
the UK and on which no advance corporation tax (ACT) creditis
available to shareholders.

Gearing

A measure of financial solvency.Net debt expressed as a percentage
of shareholders' funds.

Goodwili

The difference hetween the price paid for an acquisition and the fair
value of the assets and liabilities acquired.

Interest cover

Like gearing, a measure of financial sohvency. Operating profit
divided by interest payable net of interest receivable

Joint venture

A company which is jointly controlled by ABW and one of more
third parties.

Met debt

Borrowings {overdrafts and loans} with banks and other third parties
lass cash held at banks and in hand.

Net operating assets
Total assets less liabilities, excluding items of a financing nature.

Free cash flow
Cash flow from operations stated after capital expenditure but
before corporate acquisitions & disposals and payments to tax

authorities and praviders of finance (through interest and
dividends).

Provisions

Expected future liabilities in respect of which the amount or timing
of the expenditure 1s uncertain.

Return on sales

One of the key drivers of shareholder value. Operating profit as a
percentage of turnover.

Subsidiary

A company in which ABW holds a majority shareholding and
exercises dominant influence.

Transaction effect

The difference between the valug of sales and purchases
denominated in foreign currencies as reported in 1998 and what
they would have been at 1997’ exchange rates.

Translation effect

The difference between foreign currency results transiated at 1998
exchange rates and what they would have been at 1997’ rates.
Working capital

The sum of stocks, debtors and creditors, excluding items of a
financing nature such as corporate taxation and proposed
dividends.

Year 2000

Also known as the "Millenniurn bug”or "Y2K The problem
computers may have when the year changes from 1999 to 2000
because software programmes were originally written 0 recognise
anly the last two digits of each year and s0 may not be able to
distinguish between the years 1900 and 2000.



