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Zeon Chemicals Europe Limited

DIRECTORS’ REPORT

The directors present their report and accounts for the year ended 31 December 1993,

RESULTS AN DIVIDENDS
The trading loss for the year after taxation amounted to £4,095,000 (1992: £4,803,000).

The directors do not recommend tite payment of a dividend.

PRINCIPAL ACTIVITIES
The principal activities during the year continued to be the manufacture and sale of synthetic rubber.

REVIEW OF BUSINESS

The company has continued to expand the core activities of the business, This has resulted in a
increase in sales (o £15,046,000 (1992: £13,398,000). The directors are encouruged by this increased
level of sales achieved.

During the year the company has had a number of voluntary redundancics. This resulted in a
redundancy cost. charged in the year of approximately £430,000.

FUTURE BDEVELOPMENTS
The directors intend 1o continue to develop the product and market range of the business.

FINED ASSETS
The changes in fixed assets during the year are summarised in notes 9, 10 and 11 to the accounts,

DIRECTORS AND THEIF: INTERESTS
The directors at 31 December 1993 and their interests in the share capital of the company were as
follows:
At 31 December At 31 December
1993 1992
Ordinary shares Ordinary shares

Mr K Toyama 1 1
Mr H Osata - -
AUDITORS

A resolution to re-appoint Ernst & Young as auditers will be put 10 the members at the Annual
General Meeting, ‘

By order of the board
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I ERNST & YOUNG

Zeon Chemicals Europe Limited

STATEMENT OF DIRECTORS’ RESPONSIBILITIES
in respect of the accounts

Company taw requires the directors to prepare accounts for each (inancial year which give a true and fair view
of the state of aflairs of the company and of the profit or loss of the company for that pericd. In preparing those
accounts, the directors are required to:

- select suitable accounting policies and then 2pply them consistently;
- make judgements and estimates that are reasonable and prudeny;

- state whether appiicable accounting standiards have been followed, subject 10 any material departures
disclosed and explained in the accounts;

- prepare the accounts on the going concern basis unless it is inappropriate o presume that the
company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financial position of the company and to enable them 10 ensure that the accounts comply with the
Companics Act. ‘They arc also responsible for safeguzrding the assets of the company and henee for taking
reasonable steps for the prevention and detection of fraud and other irregularities,
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REPORT OF THE AUDITORS
to the members of Zeon Chemicals Europe Limited

We have audited the accounts on pages 6 1o 17 which have been prepared under the historical cost
convention and on the basis of the accounting policics set out on pages 9 and 14

Respective responsibilities of directors and awditors
As described on page 4 the company’s directors are responsible for the preparation of the accounts.
It is our responsibility to form an independent opinion, based on our audit, on those accounts, and
1o report our opinion (o you.

Busis of opinion
We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices
Board. An audit includes examinption, on a 1est basis, of evidence relevant 1o the amounts and
disclosures in the accounts. 1talso includes an assessment of the significant estimaies and judgements
made hy the dircctors in the preparation of the accounts, and af whether the accounting policies are
appropriaie to the company’s circumstances, consisiently applicd and adequately disclosed.

We planned and performed our audit S0 a5 10 obtain all the information and explanation. which we
considered necessary in order 10 provide us with sufficient evidence to give reasonable assurance that
the accounts are free from material missiatement, whether caused by fraud or other irregularily or
crror. In forming our op’nion we also evalualed the overall adequacy of the presentation of
information in the accounts,

Opinion
Ta our opinion the accounts give a true and fair view of the state of the company’s affairs as at 31
December 1993 and of the loss of the company for the year then ended and have been properly
prepared 1n gecordance with the Companies Act 1955.

=%
SRR
Chartered Accountints

Registered Audltor
Cardift
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Zeon Cheniicals Europe Limited

PROFIT AND LOSS ACCOUNT
for the year enged 31 December 1993

TURNQVER
Coslt of sales

Distribution costs
Administration expenscs

OPERATING LOSS

Interest receivable
Inierest payabice

LOSS ON ORDINARY ACTIVITIES BEFORE
FOREIGN EXCIIANGE LOSS
Foreign exchange loss

LOSS ON ORDINARY ACTIVITIES
BEFORE TAXATION
Tax on loss on ordinary activities

LOSS ON ORDINARY ACTIVITIES AFYER TANATION

STATEMENT OF MOVEMENTS ON RESERVES

At L January 1993
Lass for year

A1 3]} December 1993

There are o recognised pains or losses other than the loss attributable o sharcholders of the
company of £4,095,000 in the yedr ended 31 December 1993 and £4,503,000 in the year crded 31

Deccember 1992,

1993 1992
Notes Lo00 L6000
2 15,046 13,398
13,598 12,404
1,448 994
899 745
1,970 1,388
2,869 2,633
3 (1,421) (1,639)
5 49 86
6 735 757
(686) (671)
(2,107) (2310)
7 1,938 2,493
(4,095) (+1,803)
8 - -
{4,008) (4,303)
Profit and
loss account
L6000
(8,537)
(4,055)
{12,632)
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Zeon Chemicals Europe Limited

1§ ERNST & YOUNG

BALANCE SHEET
at 31 December 1993

FIXED ASSETS
Intangible assets
Tangible assets
Invesiments

CURRENT ASSETS
Stocks

Debtors

Cash at bank and in hand

CREDITGRS: amounts falling duc
within one year

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS: amounis falling duz

after more than one year

Loans

CAPITAL AND RESERVES

Calfed up share capital
Profit and loss account

92/ ‘g 4:;/":.,‘/# ‘Juﬂ'rf’/;:’
—_ )Director

Dy (\&'m w 1S,

Notes

10
11

12
13
14

15

16

20

1993 1992
£000 £000
76 8l
8,087 8,553
357 357
9,420 8,991
3,628 3,617
3,139 2,861
1,479 1,140
8,246 7,618
2,002 2,156
6,244 5462
15,664 14,453
17,146 13,390
(1,482) 1,063
11,150 9,600
(12,632) (8,537)
1,063

(1,482) .
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Zeon Chemicals Europe Limited

STATEMENT OF CASHFLOWS
for the year ended 33 -cember 1993

NET CASH OUTFLOW FROM OPERATING ACTIVITIES  3(b)

RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
Interest received
Interest paid

NET CASII OUTTFLOW FROM RETURNS ON INVESTMENTS
AND SERVICING OF FINANCE

INVESTING ACTIVITIES

Payments to acquire tangible fived asscls
Receipts from sales of tang ole fived asscts

NET CASH OUTFLOW FROM INVESTING ACTIVITIES
NET CASIL OUTFLOW BEFORE FINANCING

FINANCING
Issuc of ovdinary share capital 20
Proceeds from new loans 16

NET CASH OUTFLOW FROM FINANCING
INCREASI/(DECREASE) IN CASII AND
CASH EQUIVALENTS 14

1993 1992
£000 £000
(1,125) (1,280)

49 86
(735) (757
(636) (671)

(1,179) (1,102)
11 -
(1,168) (1,102)
(2,979) (3,053)
{1,550) (1,300)
{1,768) {1,352)
(3:318) (2,652)
39 (401)
2579) (3,053)
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Zeon Chemicals Europe Limited

NOTES TO THE ACCQUNTS
at 31 December 1993

ACCOUNTING POLICIES

Accounting convention .

The financial statements are prepared under the historical cost convention and in accordance with
applicable accounting standards.

Goodwill

Goodwill is the difference between the amount paid on the acquisitica of the business and the
aggregate fair value of its separable net assets. 1t is being written off in equal instalments over the
direclors’ estimate of its useful economic life of 20 years.

Deprecintion
Depreciation is provided on all tangible (ixed assets, other than freehold land and capital work in
progress, Depreciation rates are calenlated to write off the cost, less estimated residual value, of each

assct evenly nver its expected uselut life, as follows:

Freeheld buildings over 30 years
Leasehold land and buildings over the lease 1erm
Plant and muchinery over 5 to 20 yean'

Stocks and work In progress
Stocks are stated at the lower of cost and net realisable value as follows:

Cost incurred in bringing cach product o its location and condition:

Raw materials and goods for resale  «  putchase cost on a first-in, first-owt basis.
Work in progress and finished goods - cost of direct materials and labour plus auribuiable
overheads bascd on the normal level of activity.

Net realisable value is based on estimated selling price less further costs expected 1o be incurred 10
completion and disposal,

Reseurch and developnient
Research and development expenditure is written off as incurred,

Deferred tuxalic

Deferred (asation is provided on the Hability method on all ming ifferences which are experied o
reverse in the future without being replaced, ealeulated ut the rateat which it is estimated that tax will
be payable.

Fyreigy currcncics

Transactions in foreign currencles are recorded at the rate ruling at the date of the 1rnsaction.
Monetary assets and Habilitics denominated In forcign currencics aretranslated at the vste of exchiange
ruling at the balance sheet date, All differences are taken to the profit and 1oss account.




i ERNST & YOUNG

Z.con Chemicals Burope Limited

NOTES TO THE ACCOUNTS
at 31 December 1993

ACCOUNTING POLICIES (continued)

Pensions

Zcon Chemicals Europe Limited operates a defined benefit pension schemne. Contributions are made
by the company 1o a separately administered fund. Contributions to these funds are charged to the
profit and 1oss account so 45 10 spread the cost of pensions over the employces’ working lives.
Variations in pension costs, which are identificd as a result of actuarial valuations, are amortiscd over
the average expected remaining working lives ol employces.

Leusing and kire purchase commitnients

Asscts held under finance leases and hire purchase contracts are capitalised in the batunce sheet and
are depreciated over their useful wves, The interest clement of the rental obligations is charged to

the profit and loss account over the period of the lease and represents a constant proportion of the
balance of capital repayments owtstanding,

Rentzls paid under operating leases are charged to incomeon a straight linc basis over the lease term.
TURNOVER

Turnover comprises the invoice value of goods and services supplied by the company stated net of
value added tax, and is attributable 10 one continuing activity.

The geographical split of turnover can be analysed as follows:

1993 1992
. £000 L000
Unilgd Kingdom 8,744 8,011
European Countries 5,842 5109
Rest of the World 160 2713
15,046 13,388
OPERATING LOSS

This is stated afier charping:
' " BHng 1993 7992
1000 £600
Auditors’ remuneration « audit services 20 2
Auditars' remuneration - non audit services b} | 51
Depreciation of owned = #i5 738 650
Amortlsation of goodwill 5 3
Piant hire a7 33

10
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Zeon Chemicals Europe Limited

NOTES TC THE ACCOUNTS
at 31 December 1993

3 OPERATING LOSS (continued)

b) Reconciliation of operating 10ss to nel cash outflow from operating activitics

1993 1992
oo £000
Operating loss (1,421) (1,639)
Depreciation 738 630
Amortisation of goodwill 5 5
Prolit on disposal of tangible fix-.J assets # -
(Increase)/decrease in debtors (279) 510
Increase in stocks (113 (52)
(154) (784)

Decrease in creditors

N

(1,125) (1,280)

————— | et
———— . —— RS e

Net cash outflow from operating activitics

¢) Directors’ remuneration

| Q

= % Othicr cmoluments i 89

] 9 The emoluments of the highest paid director were L111,000 (1992: £89,000). No remuncration was
i 3 received by the other director (1992: £nil).

] [

3 wy

£ 4 STAFFCOSIS

W ‘ 1993 1992
i i L00¢ 1000
% Wages and salarics 2,907 2,722
;}, Social security COsts 148 158
3] Other pension costs 219 133
327 3,063
f.f, The average weekly number of employees during the year wis made up a8 foliows:

¢ 1993 1992
No No
i

g Olfice management 14 B
4 Production 31 35
! Research dod de clopment 15 16
; 80 84

;
i
(4
¢
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Zeon Chemicals Lurope Limited

NOTES TO THE ACCOUNTS
at 31 December 1993

INTEREST RECEIVABLE

RBank interest receivable

INTEREST PAYABLE

Other loans not wholly repayable within five y.ars

FOREIGN EXCHANGE LOSS

Unrealised cxchange loss on loan

'AX ON LOSS ON ORDINARY ACTIVITIES

1993
£000

1992
£000

1902
£009

757

1992
£000

2,493

e —
f——

There is no requirement Lo provide for corporation tax, current of deferred, due 1o the availability of

{axation losscs. Deferred taxation Is dealt with in note 17,

{NTANGIBLL FIXED ASSETS

Cost
At 1 January 1993 and 31 Decomber 1993

Amortisation:
At 1 January 1993
Feovided during the year

Al 31 Deeember 1993

Net book value:
At 31 December 1993

At 1 January 1993

Goodwill
1000

100

76

g
b ]

8




7Zeon Chemicals Europe Limited

NOTES TO THE ACCOUNTS
at 31 December 1993

10 TANGIBLE FIXED ASSETS
Land & Capital
buildings Short Plant & work in
Jreehold  leasehold machinery progress Total
L£000 Looo £000 £000 {000

Cost or valuation:

At 1 January 1993 572 1,227 8,618 - 12 10,559
Additions - - - 1,179 1,179
Disposals - - 7 0

Transfers 22 - 710 (732) -

Al 31 December 1993 9,321 589 11,731

Depreciation:
At 1 January 1993 1,890 2,006
Provided during year 692 738

At 31 December 1993 2,582 2,744

Net book value:
At 31 December 1993 6,739 3,987

At 1 January 1993 " 6728 8,553

FRNST & YOUNG

INVESTMENTS
1992
LO00

Eli

Fixed asset investments 357

j =i}

included in fixed asset investments is £330,060 relating to an 18.5% holding in Zcon Europe Gmbli's
issucd orainary share capital.  Zeon Europe GmbH has a 100% holding in Zeon Deutscheland
GmbH's issucd ordinary share capital, Both companies are registered in Germany.

STOCKS
1993
000

Raw maleriuls 797
Work in piogres 30
Finished goods 2,781

3628

P aeame]
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7Zeon Chemicals Burope Limited

NOTES TO TLIE ACCOUNTS
at 31 December 1993

13 DEBTORS

1943 1992
£000 £000
Trade debtors 2,444 2,116
Amounts owed by other group underiakings 520 516
Quher deblors 134 194
Prepayments and acerued income 41 35
3,139 2,861
14 CASH AND CASII EQUIVALENTS
1993 1992
£000 £000
At 1 January 1,140 1,541
o Net cash inflow/(outllow) 339 (401)
£ At 31 December 1,479 1,140
:9" 15 CREDITORS falling ¢ ithi -
ADLT : amounts [a ¢ within el
o amounts falling duc within onc year 1993 1992
= £000 £000
rd
] Trade creditors 3 438
P Amounts owed to parent undertaking 663 581
W Oulier taxes and social security cOS1S 17 .
Other creditors 106 51
Acuruals 1,208 1,086
2,002 2,156
L]
‘ ‘ 14
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NOTES TO THE ACCOUNTS
at 31 December 1993

LOANS 1993
Loa0
Wholly repayable between
two and five years 13,511
Not wholly repayable within
five years:
5.875% (variable) repayable on
29 March 1999 1,817
3% (variabic) repayable on
29 March 2000 848
3.75% (variable) repayable on
29 March 2000 424
4% (variable) repayable on
29 March 2600 546
17,146

The loans are all denominated in Japanese Yen.

Analysis of changes in loan financing during the current and previous years

1903
) £L000
At [ January 13,350
New loans raised 1,768
Effect of foreign exchange rate chanpes 1,988
At 31 December 17,146

DEFERRED TAX

1992
£000

11,803

1,587

13,390

1992
£000

9,545
1,352
2,493

13,390

No provision has heen made in the accounts for deferred tasaion as no liability is expected 10

crystaflise in the near future, The maximum potential liability is as follows:

1993

L000
Capital allowances {n advance of depreciation 1,492
Other timing differences (137)
Less: losses carricd forward (restricted) (1,335

e onore————

-

2992
L000

1,256
(182)
(1,074)
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Zcon Chemicals Europe Limited

NOTES TO THE ACCOUNTS
at 31 Deeember 1993

PENSION COMMITMENTS
The company operates a defined benefit pensiaa scheme which is funded by the payment of
contributions to a separately administered trust f urd.

The pension cost of the scheme is deterimined with the advice of a qualified actuary on the basis of
wriennial valuations. The most recent valuation was carricd out as at 1 April 1993 using the Projected
Unit methed, together with the following main assumptions:

Rate of interest 996 per annum
Salary increase 7% per annum
Increases 1o pension in payment 414% per annum

Dividend growth rate 4149 per annum

The valuation showed that the market value of the scheme's assets at 1 April 1993 amounted to
£5,178,573 and the actuarial value of the assets was sufficient to cover 106% of the benefits that
accrued to members, after allowing for the effect of future increases in their carnings. The surplus
has been spread forward over the cxpected service lives of the scheme membership as a variation, The
pension expense for the year ending 31 December 1993 was £219,000 (1992: £183,000).

Company contributions of £185,000 were paid during the year. The provision for pension costs at the
cnd of the year was £34,000.

CAPITAL COMMITMENTS
There were no capital commitments cither authorised and contracted for but not provided in the
accounts or authorised but not contracted for at 31 December 1093 or 31 December 1992,

SHARE CAPITAL
Allotted, called up

Autherised and fully paid

1993 1992 1993 1992

L0090 £000 1000 £000

Ordinary shares of £1 each 11,150 9,600 11,150 9,600
[t s oS s ]

On 18 March 1993, 1,550,000 ordinary shares of £1 each wercissued a1 par 1o enable the company 10
continue 1o develop in accordunce with its medivm term objectives.

Analysis of chinnges in sharc capitat during the current and previous yean

1993 1992

L6000 000

At 1 January 9600 8,300
Net cash inflow from financing 1,550 1,300
AL 31 December 11,150 9,600

16
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: Zeon Chemicals Europe Limited

NOTES TO THE ACCOUNTS
at 31 December 1993

G,

21 RECONCILIATION OF SIIAREIIOLDERS FUNDS

“ 1993 1902

£000 £000
Al 1 Januory 1,063 4,566
Loss for the financial year (4,095) (4,803)
New share capital subscribed 1,550 1,300

# At 31 December (1,482) 1,063

‘%Z“ 22  ULTIMATE PARENT UNDERTAKING

The directors regard Nippon Zeon Co Limited, a company incorporated in Japan, as being the
ultimate parent undertaking.

H EaNnsT & YOUNG




