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Dhrectors report and financial statements
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Directors’ report
The directors present their annual report and the audited financial statements for the year ended 31 December 2007
Principal activity and review of the business

The principal activity of the company 1s the manufacture and sale of Plastic Additives, Coating Effects and Water
and Paper treatments

The company’s key performance indicaters during the year were as follows

2007 2006 Change
Growth and profitability development
Turnover (£000) 403,943 427,331 -5 5%
Total pertod costs as a % of sales 30 9% 33 6% -27%
Headcount 1,588 1,849 -14 1%
Working capital management
Accounts receivable as a % of sales 17 3% 19 3% -2 0%
Accounts payable as a % of inventory 67 9% 71 4% -35%
Safety
Accidents per 100,000 hours worked 021 009 +0 12

The decrease in turnover during the year reflects reduced manufacturing in the UK, coupled with competitive
pressures Growth 1s being experienced in certain businesses to partly offset this  There has been continued
improvement in total penod costs as a percentage of sales This 1s a result of the restructunng programs entered into
and efficiencies across the whole company Some benefits emanating from the new business processes in the UK
have started to flow through in working capital management with improved figures for accounts receivable as a
percentage of sales There has been a shght deterioration m the accounts payable as a percentage of inventory
figures as a result of higher inventory levels at the year end The company’s accident frequency rate remains at an
excellent level, reflecting the commtment the company has to the safety of its employees

Principal risks and uncertainties

The company’s management meet quarterly to review nsks and uncertainttes, and evaluate what decisions are
required The principal nsks and uncertainties facing the company are competition, industry development and
environment, health and safety

Competition

The company operates in competitive markets and has many traditional as well as new global competitors  All the
businesses face competitive nisks and uncertainties

Industry development

Raw material and energy costs are prone to tncrease which the company makes all efforts to pass onto the customer
Dependent on the market, selling price increases cannot always be achieved

Environment, Health and Safety

The company meets the legal requirements to manage these rnisks Given the importance the company places on
managing those risks, it also adheres to best practice and Chemical Industries Association Standards
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Directors’ report (continued)

Results and dividends

The profit for the year ended 31 December 2007 was £21 9 million (2006 profit £40 0 million} The directors do not
recommend the payment of a dividend (2006 Nil)

Directors
The directors who held office during the year were as follows

AH Dimery
CA Forbes
MD Wright

CA Forbes will resign as a director of the company with effect from close of business on 30 June 2008

According to the register kept under Section 325 of the Companies Act 1985, no director had any beneficial interest
in the shares of the company, a subsidiary of the company, the company’s holding company, or a subsidiary of the
company’s holding company, etther at the beginning or end of the year As permutted by statutory instrument, the
register does not include any sharcholdings of directors in the ultimate holding company and its overseas subsidary
companies

Involvement of employees

Employee mvolvement and consuitation 15 managed 1in a number of ways The process of team briefings by line
managers continues to be an important basis for ensuring good internal communicattons  These arrangemenis also
promote a common awareness amongst employees of the financial and economic factors affecting the performance of
their segments and the busimess This 15 supplemented by both segmental and company-wide publications and an
intranet

Employment of disabled persons

Appheations for disabled employees are always fully considered, bearmg in muind the aptitude of the applicant
concerned In the event of members of staff becoming disabled, every effort 1s made 1o ensure that their employment
within the group continues and that appropnate traiming 1s arranged 1t 15 the policy of the group that the training,
career development and promotion of disabled persons should, as far as possible, be identical with that of other
employees

Research and development

Ciba undertakes research and development on a worldwide basis  The company makes a contribution to the total
research expenditure mcurred by Ciba and 1s reimbursed for the costs of research of worldwide applications 1t
undertakes in the UK

Future developments

The directors aim to maintain the management policies which have served the company well 1n recent years They
consider that 2008 will continue to be profitable as the company responds to the competitive challenges

Financial instruments

The company holds and uses financial instruments to finance its operations and to manage 1ts interest rate, hquidity
and currency risks The company primarly finances its operations using borrowings, cash and hiqud resources,
trade debtors and creditors, debt and equity These financial instruments all arise in the normal course of the
company’s operating activities

As directed by the board the company does not engage n speculative activitics using denvative financial
instruments Company cash reserves arc held centrally to take advantage of the most rewarding short-term
Investments opportunities
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Directors’ report (continued)

The main nisks ansing from the company’s financial instruments are mterest rate nsk, hquidity nisk and exchange
rate risk  The board reviews and agrees the policies for managing each of these nisks in accordance with the
worldwtde group’s financial policies

Interest rate risk

The company's policy 15 to regularly review the terms of i1ts available short-term borrowing facilities and to
individually assess and manage each long-term borrowing commutment accordingly

Liquidity risk

Cash resources are largely generated through operations Short-term flexibility 1s achieved by overdraft facilities,
money market facilities and intercompany loans

Currency rnisk

Exposure lo currency risk primanily anses from incurring transactional foreign currency costs The company’s
policy is to cover all sigmficant foreign currency commtments by using forward foreign currency contracts

Political and charitable donations

No contributions were made by the company during the year for political purposes Donauons amounting to
£22,500 (2006 £23,000) were made for chartable purposes In addition, £124,000 (2006 £113,000) was
contnibuted during the year for scientific, educational, research and welfare purposes

Creditor payments
The company’s current policy concerming the payment of the majerity of its trade creditors 1s as follows
(a) to settle the terms of payment wath those suppliers when agreeing the terms of each transaction,

(b to ensure that those suppliers are made aware of the terms of payment by inclusion of the relevant terms in
contracts, and

{c) to pay n accordance with 1ts contractual and other legal obligations
The average creditor payment days as at the year end was 35 outstanding days (2006 53 days)
Auditors

A resolution re-appomting Ernst & Young LLP as auditors for the ensuing year will be proposed at the Annual
General Meeting

So far as each person who was a director at the date of approving this report 1s aware, there 1s no relevant audit
information, being informatien needed by the auditor in connection with preparing its report, of which the auditor 1s
unaware Having made enquinies of fellow directors and the group’s auditor, each director has taken all the steps
that he 15 obliged to take as a director 1n order to make himself aware of any relevant audit information and to
establish that the auditor 1s aware of that information

By order of the board
it
Uit -
R Wilkinson Charter Way
Secretary Macclesfield
Cheshire
SK10 2NX
30 June 2008
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Statement of directors’ responsibilities

The directors are responsible for prepaning the Annual Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements tn accordance with United Kingdom Generally Accepted
Accounting Practice (Umted Kingdom Accounting Standards and applicable law) The financial statements are
required by law to give a true and fair view of the state of affairs of the company and of the profit or loss of the
company for that period In prepanng these financial statements, the directors are required to

—  select suitable accounting policies and then apply them consistently,

—  make judgments and estimates that are reasonable and prudent,

-~ state whether applicable Unmited Kingdom Accounting Standards have been followed, subject to any
matenal departures disclosed and explained in the financial statements.,

— prepare the financial statements on the going concern basis unless 1t 15 mappropriate to presume that the
company will continue 1n business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial pesition of the company and enable them to ensure that the financial statemnents comply with the
Companies Act 1985 They are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregulanties
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Independent auditors’ report to the members of Ciba UK plc

We have audited the company’s financial statements for the year ended 31 December 2007 which comprise the
Profit and Loss Account, Statement of Total Recognised Gans and Losses and Balance Sheet and the related notes |
to 23 These financial statements have been prepared under the accounting policies set out therein

This report 1s made solely to the company's members, as a body, 1n accordance with Section 235 of the Compantes
Act 1985 Our audit work has been undertaken so that we mught state to the company's members those matters we
are required to state to them tn an auditors' report and for no other purpose To the fullest extent permitted by law,
we do not accept or assume responstbility to anyone other than the company and the company's members as a body,
for our audht work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors are responsible for the preparation of the Annual Report and the financial statements in accordance
with applicable United Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) as set out in the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the financial statements tn accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985 We also report to you whether in our opinion the mformation
given 1n the directors’ report 15 consistent with the financial statements

In additron we report to you 1if, 1n our opimon, the company has not kept proper accounting records, 1f we have not
received all the information and explanations we require for our audit, or of information specified by law regarding
directors’ remuneration and other transactions 1s not disclosed

We read the Directors' Report and consider the implications for our report if we become aware of any apparent
msstatements within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) i1ssued by the
Auditing Practices Board  An audit includes examination, on a test basis, of evidence retevant to the amounts and
disclosures in the financial statements It also includes an assessment of the significant estimates and judgments
made by the directors (n the preparation of the financial statements, and of whether the accounting policies are
appropnate to the company's circumstances, consistently apphed and adequately disclosed

We planned and performed our audit so as to obtan all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other wregularity or error  In formung our opinion
we also evaluated the overall adequacy of the presentation of information in the financial statements

Opinion

In our opimion the financial statements give a true and fair view, In accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the company's affairs as at 31 December 2007 and of its result for the
year then ended, the financial statements have been properly prepared in accordance with the Companies Act 1985,
and theinformation given in the directors’ report 1s consistent wath the financial statements

- O~

Enfst & Young LLP
Registered Auditor
Manchester

30 June 2008




Profit and loss account
Jor the year ended 31 December 2007

Turnover

Tumover - Continuing operations
Tumover - Discontinued operations

Cost of sales

Gross profit

Net operating expenses — excluding one-off penston effects
Net operating income - one-off pension effects

Net operating (expenses) / income

Operating profit

Operating profit - Continuing operations
Operating loss - Discontinued operations

{Loss) / gain on sale of tangible fixed assets

L.oss on discontinued operations
Restructunng costs

Profit before finance charges

Profit before finance charges - Continwing operations
Loss before finance charges - Discontinued operations

Net interest payable
Other finance income

Profit on ordinary acavities before taxation
Tax on profit on ordinary activihies

Profit for the financial year

The accompanying notes form an integral part of the financial statements

Ciba UK plc

Durectors’ repert and financial statements
31 December 2007

Notes 2007 2006
£000 £000
2 403,943 427,330
403,943 422,082
- 5,249
(330,255) (358,459)
73,688 63,872
3fa) (29,773) (29,383
3a) - 41,736
(29,773) 12,353
3(b) 43,915 81,225
43,915 82,411
- (1,186)
4(a) an 5,153
4(b) - (1,435)
4(c) (9,759) (11,099)
34,145 73,844
34,145 81917
- (8,073
5 (17,457) {18,236)
1] 4,737 5,243
21,425 60,851
7 52t (20,822)
20 21,946 40,029
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Statement of total recognised gains and losses
Jor the year ended 31 December 2007

Notes

2007 2006

£000 £000
Profit for the financial year 21,946 40,029
Actuanal (loss) / gain on pension scheme 8(c) (12,781) 5,971
Mevement on deferred tax relating to the ectuanal 17 4477 (1,791)
(loss} / gain on the pension scheme
Other (losses) / gains relating to the year 20 (8,304) 4,180
Total recogmised gains since last annual report 13,642 44,209




Balance sheet
as at 31 December 2007

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Stocks
Debtors
due within one year
due after one year
Cash at bank and in hand

Creditors amounts falling due within
one year

Net current assets

Total assets less current liabilities
Creditors amounts falling due after

more than one year
Provisions for habilinies and charges

Net assets excluding pension asset

Pension asset

Net assets

Capital and reserves
Called up share capital
Share premium account
Profit and loss account

Equity shareholders® funds

The accompanying notes form an integral part of these financial statements

Notes

10

Ii(a)
1ieh)

12

13
13

i4

i5
i7

8(c)

18
19
i9

20

2007
£000

57,000

99,464
438,413
1,578

596,455

(223,746)

Ciba UK plc

Directors’ report and financial statements
31 December 2007

£000

175
146,962
15

147,152

1M

519,861

(442,193)
(20,113)

57,555

22,989

80,544

49,991

60,032
(29,479)

80,544

2006
£000

53,239

104,508
440,906
2,997

601,650

(86,649}

£000

185
167,397
15

167,597

515,001

682,598

(606,663)
(34,850)

41,085

25,817

66,902

49,991
60,032
(43,121

66,902

These financial statements were approved by the beard of directors on 30 June 2008 and were signed on 1ts behalf

< L&\
C orbe

Dﬁecta r
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Notes to the financial statements

1 Accounting pohcies

The following accounting policies have been apphed consistently in dealing with items which are considered
material 1n relation to the company’s financial statements

Basis of preparation

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

The company 1s exempt by wirtue of Section 228 of the Companies Act 1985 from the requirement to prepare group
financial statements

Under Financiat Reporting Standard 1 {revised 1996) the company 1s exempt from the requirement to prepare a cash
flow statement as the company 1s a wholly owned subsidiary undertaking of a company incorporated i Switzerland,
and a consohdated cash flow statement 1s included in that company’s financial statements, which are publicly
available

Turnover

Turnover 1s defined as the amounts invoiced for goods supplied excluding value added tax or equivalent overseas
sales taxes

Intangible assets

Positive goodwill arising on the acquisiton of businesses, representing any excess of the farr value of the
consideration given over the fair value of the 1dentifiable assets and liabilities acquired, 1s capitahised and written off
on a straight lme basis over 1ts useful economic hfe of 20 years Provision 1s made for any impairment

Tangible fixed assets
Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment

Depreciation of tangible fixed assets 1s provided on a straight line basis to wnte off the cost by equal annual
wnstalments over their estimated lives, taking 1nto account cornmercial and technical obsolescence as well as normal
wear and tear Depreciation on assets qualifying for government grants 1s calculated on their full cost No
depreciation 1s provided on land and assets m the course of construction Revised depreciation 1s provided where an
asset 1s expected to become obsolete before the end of 1ts normal useful hife

The principal estimated lives are as follows

Buldings - 20-50 years
Plant and machinery - 10-20 years
Fixtures and fittings - 3-10 years

Tangible fixed assets are reviewed for 1mpairment 1f events or changes 1 circumnstances indicate that the carrying
amount may not be recoverable These reviews assess the recoverable amount by reference to the net present value
of expected future cash flows of the relevant income-generating umt, or disposal value 1f lugher, resulting in revised
depreciation or amortisation as appropnate

Government grants

Government grants m respect of capital expenditure are credited to the profit and loss account over the estimated life
of the fixed assets to which they relate The grants shown n the balance sheet represent the total grants received to
date less the amounts so far credited to the profit and loss account (note 15(a))

10
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Notes to the financial statements (continued)

1 Accounting policies (continued)
Investments
Except as stated below, fixed asset investments are shown at cost less provision for impairment

In the company balance sheet, for investments in subsidiaries acquired for consideration including the i1ssue of shares
qualifying for merger relief, cost 1s measured by reference to the nominal value only of the shares 1ssued Any
premium 1s ignored

Research and development

All research and development expendiiure borne by the company, including all expenditure in respect of patents and
trademarks, 1s written off as incurred

Stocks

Stocks are valued at the lower of cost and net realisable value The cost of products manufactured ncludes an
appropriate allocation of overheads Provision 1s made for obsolete and slow moving stocks

Net reahisable value 1s based on the estimated selling price less further costs expected to be incurred to completion
and disposal

Translation of foreign currency

Transactions 1n foreign currencies are recorded at the rate of exchange at the date of the transaction Assets and
habilittes denorminated in foreign currency are translated into sterling at the rate of exchange ruling at the year end
Exchange gains and losses are taken to trading profit

Pension and post-retirement benefits

The company partictpates 1n the Ciba group defined benefit and defined contribution scheme which 1s self
administered and 1s funded by contributions from members and from the company In accordance with FRS17, the
service cost of pension provision relating to the period, together with the cost of any benefits relating to past service,
1s charged to the profit and loss account A charge equal to the increase in the present value of the company’s share
of the scheme habilities and a credit equivalent to the long-term expected return on the company’s share of the
scheme assets (based on the fair value) at the start of the period, are included in the profit and loss account

Until 2005, the contributions paid by the company were accounted for as a defined contribution scheme, as the
pension accounting and related disclosures were made in the group accounts of Ciba UK Investment plc  With effect
from 1 January 2003, the directors recommended the splitting of assets and habilities between the legal entities
Accordingly the 2006 and the 2005 figures were restated on a defined benefit basis

The difference between the fair value of the assets of the scheme and the present value of accrued pension liabilities
15 shown as an asset or liability on the balance sheet net of deferred tax  Any difference between the expected return
on assets and that actually achteved 1s recognised in the statement of total recogmsed gans and losses along with
differences which anse from experience gains and losses and changes of assumptions

Further information on pension arrangements 1s set out in note 8(c) to the accounts
Leases

Rentals under operating leases are charged to the profit and loss account on a straight hne basis over the lease term,
even if the payments are not made on such a basis Benefits received and receivable as an incentive to sign an
operating lease are similarly spread on a straight line basis over the lease term, except where the period to the review
date on which the rent is first expected to be adjusted to the prevailing market rate 1s shorter than the full lease term,
in which case the shorter period 1s used

11
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Notes to the financial statements (continued)

1 Accounting policies (continued)
Taxation

Current tax, including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid {or recovered)
using the tax rates and laws that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s provided in full on timing differences which result in an obligation at the balance sheet date to pay
more tax Timing differences arise from the inclusion of items of income and expenditure 1 taxation computations
1n periods different from those in which they are included in financial statements

Deferred tax 1s measured at the average tax rates that are expected to apply i the periods in which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively enacted by
the balance sheet date Deferred tax 1s measured on a non-discounted basis

Financial instruments

The company holds and uses financial instruments to finance 1ts operations and to manage 1its interest rate, hquidity
and currency risks The company primanly finances its operations using borrowings, cash and hquid resources,
trade debtors and creditors, debt and equity  These financial instruments all arise in the normal course of the
company’s operating activities

As directed by the board the company does not engage in speculative activities using derivative financial
instruments Company cash reserves are held centrally to take advantage of the most rewarding short-term
investments opportunities Forward foreign currency contracts are used in the management of currency risk

The main risks anising from the company’s financial instruments are interest rate nsk, liquidhty risk and exchange
rate nsk The board reviews and agrees the policies for managing each of these risks in accordance with the
worldwide group’s financial policies

Interest rate risk

The company’s policy 15 to regularly review the terms of its available short-term borrowing facilities and to
individually assess and manage each long-term borrowing commitment accordingly

Liquiduy risk

Cash resources are largely generated through operations Short-term flexability 1s achieved by overdraft facilines,
money market facilities and mtercompany loans

Currency risk

Exposure to currency nisk primarnly anses from incurring transactronal foreign currency costs The company’s
policy 15 to cover all significant foreign currency commitments by using forward foreign currency contracts

i2



Notes to the financial statements (continued)
2 Turnover

Turnover onginates whelly within the UK and 1s analysed by destination as follows

United Kingdom
Amencas

Europe

Asia, Australia and Afnca

2007
£000

103,287
49,692
188,570
62,394

403,943

Ciba UK ple
Directors’ report and financial statements

2006
£000

110,199
55,272
200,920
60,940

427,331

Further segmental information has been excluded as the directors believe disclosure would be sertously prejudicial

to the company

3 (a) Net operating expenses — excluding one-off pension effects

Distribution
Administration

Net operating income — one-off pension effects (note 8 (c))

Curtailment gains
Pnor service credit

2007 2006
£000 £000
20,245 22,040
9,528 7,343
29,773 29,383

2007 2006
£000 £000

- 34,252

. 7,484
41,736

31 December 2007

13
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Notes to the financial statements (continued)

(b) Operating profit on ordinary activities

Operating profit on ordinary activities 1s stated after charging/(crediting) the following

2007 2006
£000 £000
Auditors’ remuneration
UK Statutory Fees 187 Joz
Other UK assurance work 20 131
UK taxation services - 4
Depreciation of tangible fixed assets 16,927 19,838
Operating leases
plant and machinery 173 582
other assets KA} 1,410
Directors’ emoluments {note 9) 342 490
Amounts transferred from government grants (note 15 {a}) (498) (401)
Research and development expenditure (note 3 (¢)) 6,212 5,159
Exchange gains and losses 855 (12D
Provisions charge/(credit) in the year ( note 17}
Post retirement medical insurance (70} (99)
Ex gratia 49 77
Environmental - (4,804)

(c) Central research

Ciba UK plc makes a contribution to the central research expenditure of the ultumate holding company Agreed
costs of research of worldwide applications undertaken in the UK are reimbursed by the ultimate holding company

4 (a) (Loss)/gain on sale of tangible fixed assets

The loss on sale of tangible fixed assets of £10,839 (2006 £5,153,000 gan) relates to the disposal of assets to third
parties and group undertakings The 2006 gain relates to the sale of the land at Clayton, for which the proceeds and
costs were £10,500,000 and £5,347,000 respectively

(b) Loss on discontinued operations

The 2006 loss of £1,435,000 relates to the disposal of the Textile Effects business to Huntsman on 30 June 2006

14




Notes to the financial statements (continued)

(¢) Restructuring costs

Impairment of fixed assets
Severance costs
Other restructuring costs

5 Net interest payable

Interest payable

On loans wholly repayable within five years
Group companies
Bank interest and simular charges
Amortised loan interest
Other interest

On loans wholly repayable after five years
Bank interest and strmlar charges

Interest recervable

Bank nterest receivable and similar income
Group companies

Other interest

6 Other finance income ( see note 8 (c) )

Expected return on pension scheme assets
Interest on pension scheme Lhabilities

Restriction i expected return on assets under Paragraph 41 (FRS 17)

Ciba UK plc

Directors’ report and financtal statements
3t December 2007

2007 2006
£000 £000
8,637 2,769
1,863 5,606
(741) 2,724
9,759 11,099
2007 2006
£000 £000
(2,694) (1,254)
(147) (1,595)
(1,981) (419)
(282) .
(5.104) (3,268)
(13,453) (15,789)
(18,557 (19,057
- 657
793 164
307 .
(17,457 (18,236)
2007 2006
£000 £000
30,563 28,601
(24,081) (23,358)
(1,745) -
4,737 5,243

15
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Notes to the financial statements (continued)

7 Tax on profit on ordinary activities

2007 2006
£000 £000
Current tax
UK corporation tax 4,661 -
Adjustments 1n respect of prior years 602 5,527
Total current tax 5,263 5,527
Deferred tax
Adjustments 1n respect of prior periods 508 (443)
Onigination and reversal of iming differences (6,292) 15,738
Total deferred tax (5,784) 15,295
Total tax (credit) / charge on ordinary achivities (821) 20,822

The difference between the total current tax shown above and the amount calculated by applying the standard rate of
UK corporatton tax to the profit before tax 15 as follows

2007 2006
' £000 £000
Profit on ordinary activities before tax 21,425 60,851
Tax on ordinary activities at standard UK corporation tax
rate of 30% (2006 30%) 6,427 18,255
Effects of
Expenses not deductible for tax purposes 946 1,171
Income not taxable (222) {2,573)
Depreciation 1n excess of capital allowances 574 293
Short term timing differences {2,689) (16,022)
Group relief clarmed for ml consideration (375) (1,124)
Prior year adjustments 602 5,527
Current tax charge for period 5,263 5,527

16
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Notes to the financial statements (continued)

8 Employees

(a) The monthly average number of persons employed by the company (including executive directors} during
the year, analysed by category, was as follows

2007 2006
Number Number
Production 1,063 1,217
Administration 525 632
1,588 1,849

(b) Cost of employees, including executive directors
2007 2006
£000 £000
Wages and salanes 56,090 63,497
Social secunty costs 4,180 5,466
Pension costs - excluding one-off penston effects 4,737 10,018
65,007 78,981
Education, tratming and welfare 601 411
65,608 79,392

17
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Notes to the financial statements (continued)

3 Employees {continued)

At 31 December the following amounts were outstanding from non-director officers

2007 2007 2006 2006
£000 Number £000 Number
Loans 341 3 356 4

©) Pension scheme

The company participates i a single UK defined benefit and defined contribution scheme for employees of Ciba UK
plc and Pira International Limited, funded by contributions from members and from those compames The company
adopted FRS17, “Retirement Benefits” in 2003 The assets of the pension scheme are held in a separate trustee
admunistered fund

An actuanial valuation of the UK defined benefit scheme using the projected unit basis was carried out as at 31
December 2005 by Watson Wyatt, consulting actuaries PricewaterhouseCoopers LLP then updated this valuation
spectfically for independent accounting purposes This was carried out as at 31 December 2007 to take account of
the requirements of FRS 17 n order to assess the assets and habilities of the scheme as at 31 December 2007

2007 2006 2005

Projected umit Projected unu Projected unit

Inflation rate 3 40% 310% 2 80%
Rate of increase 1n salanes 440% 4 10% 3 80%
Rate of increase in pensions in payment and deferred pension 320% 295% 2 70%
Rate used to discount scheme hatilities 590% 510% 4 80%

18
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Notes to the financial statements (continued)

8 Employees (continued)

(c) Pension scheme (continued}

The market value of the assets held by the pension scheme and the expected rate of return for each class of the asset

held at 31 December were

Long-term
rate of Long-term rate Long-term rate
return of return of retum
expected expected expected
at Value at at Value at at Value at
2007 2007 2006 2006 2005 2005
£000 £000 £000
Equities 760% 263,567 7 60% 336218 T 10% 303,661
HBonds 533% 275,078 465% 166,231 4 53% 162,647
Cash 5 50% 581 5 00% 13,828 4 50% 14,347
Total market value of the assets 839,226 516,277 480,655
Present value of the scheme habilities (454,209) {479,396) {492,668)
Surplus /(deficit) in the scheme 85,017 16,881 12,013}
Related deferred tax (rabihity)asset (8,941) (11,064) 3,604
Amount not recognised under (53,087) - -
Paragraph 41 (FRS 17)
Net pension asset / {Liabality) 22,989 25817 (8,409

The surplus/(deficit) 1in a defined benefit scheme 1s the excess / (shortfall) of the value of the assets in the scheme
over/{below) the present value of the scheme habihties The employer should recognise an asset to the extent that it
15 able to recover a surplus through reduced contnbutions n the future or through refunds from the scheme

As the Scheme’s surplus under FRS 17 has increased significantly over 2007, and the service cost has reduced, the
Directors believe 1t 1s appropnate to restrict the surplus to be recogrused on the balance sheet at 31 December 2007

For the part of the scheme relevant to Ciba UK plc, using an estimated current service cost of £3 4 million, the

recoverable surplus 1s calculated to be £31 93 milhion representing the surplus that can be recognised under

FRS17 There 1s therefore £53 09 million of surplus which 1s considered to be non-recoverable either through

reduced contributions in the future, or from refunds from the scheme that have been agreed by the

Trustees of the scheme at the balance sheet date
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8 Employees {continued)

(c) Pension scheme (continued)

Analysis of the amount charged / (credited) to operating profit.

Current service costs
Curtailment gamns
Prior service credits

Amount charged / (credited) to operating profit

2007
£000

4,737

4,737

31 December 2007

2006
£000

10,018
(34,252)
(7.484)

(31,718)

The curtailment gain 1n 2006 arises due to the breaking of the final salary hink (1 e now linking retirement benefits to

inflation rather than to final salary) with effect from | January 2007

The prior service credit in 2006 relates to a change in the rutes to allow members to commute some of their pension

for tax-free cash

Analysis of amount recognised in statement of total recogmised gains and losses

Actual return less expected returm on pension scheme assets
Changes in assumptions underlying the present value of the scheme habihties
Effect of limut in Paragraph 41 (FRS 17)

Actuanal {loss) / gain recognised 1n the statement of total recognised gains and losses

Movements in surplus /(deficit) during the period.

Surplus / (deficit) in the scheme at the beginning of the period
Movements n the year

Current service cost

Curtailment gains

Pnor service credit

Contnbutions

Other finance income {note 6)

Actuanal (loss) /gain

Surplus in the scheme at the end of the penod

2007
£000

3,724
34,837
(51,342)

(12,781)

2007
£000

36,881

4,737

7,830
4,737
(12,781)

31,930

2006
£000

18,808
(12,837)

5,971

2006
£000

(12,013)

{10,018)
34,252
7,484
5,962
5,243
5,971

36,881
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8 Employees (continued)

History of experience gains and losses

2007 2006 2005
Difference between the expected and actual return on scheme assets
Amount (£000) 3,724 18,808 51,698
Percentage of scheme assets 0 69% 3 64% 10 76%
Experience gains on scheme liabilities
Amount (£000) - - 8,045
Percentage of the present value of scheme habilines - - 167%
Changes 1n assumptions underlying the present value of the scheme liabahities
Amount (£000} 34,837 (12,837} (55,525)
Percentage of the present value of scheme habilities 767% {2 68%) (11 27%)
Total actaarial (losses) / gains recognised in the statement of total recognised
gams and losses
Amount (£000) (12,781) 5,971 4218
Percentage of the present value of scheme habilities (2 81%) 1 25% 086%

(d) Past-retirement medical insurance (tote 17)

The company provides contributions towards medical insurance costs of certain employees beyond their retirement
date These arrangements are unfunded but provided for and the latest full actuanal valuation was carned out at
31 December 2005 by independent actuaries The valuation has been updated to 3} December 2007 to reflect
movements 1n plan participation and the actual 2007 medical cost trend of 9%

The principal assumptions can be summarised as follows

(1) The rate of medical expenses inflation has been assumed as 9% for 2007, decreasing 1% per year thereafter
until reaching the ultimate rate of 5%

{n) The discount rate used 1s 5 90%

(1) Other assumptions are consistent with those made in evaluating the pension cost

{e) Ex-gratia pensions ( note 17)

The company pays a pension to certain ex-employees based on the number of years’ service This scheme 1s now
closed
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9 Directors

2007 2006
£000 £000
(a) Emoluments of directors
Payments to executive directors 342 490

Inctuded 1n payments to executive directors 1s £33,611 (2006 £51,592) receivable under long term wncentive
schemes

(b) Pensions of directors

The number of directors who were members of defined benefit pension schemes 3 4
(c} Highest paid director
The above amounts for emoluments include the following in respect of the highest paid director

Emoluments 180 213

The accrued pension entitlement under the company’s defined benefit scheme of the highest paid director at
31 December 2007 was £75,792 (2006 £50,000) per annum There was no lump sum entitlement at 31 December
2007 (2006 £ml)

10 Entangible fixed assets

Total
£000
Cost
At 31 December 2007 and | January 2007 205
Amortisation
At 1 January 2007 20y
Amortisation charge for the year (i)
At 31 December 2007 (30)
Net book value
At 31 December 2007 175
At 31 December 2006 185

This goodwill arose on the acquisition of the Metasheen trade and assets during 2005
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11 Fixed assets

(a) Tangible fixed assets

Freehold Assets in the

land and Plant and Fixtures and course of

buildings Machinery Fittings  construction Total

£000 £000 £000 £000 £000

Cost
At 1 January 2007 95,665 152,145 22,843 9,319 479,972
Additions - - - 5,519 5,519
Disposals (15,000) (72,531) (4,343) it} {91,921)
Transfers 484 7,677 247 (8,408} -
At 31 December 2007 81,149 287,291 18,747 6,383 393,570
Deprecration
At | January 2007 40,826 251,577 20,172 - 312,575
Charge for the year 2,225 14,246 456 - 16,927
Impairment 2,980 5,306 10 341 8,637
Disposals (14,381) {(72,313) (4,337 - (91,531}
At 31 December 2007 31,150 198,816 16,301 341 246,608
Net book value
At 31 December 2007 49,999 88,475 2,446 6,042 146,962
At 31 December 2006 54,819 100,568 2,671 9,319 167,397

Freehold land with a value of 3 8 million at 31 December 2007 (2006 £3 8§ mullion) has not been depreciated

The Clayton site demolition which commenced in 2004 was officially completed it March 2008 Assets with a cost
of £90,955,000 were no longer in existence at the balance sheet date They are included within disposals above

The £8,637,000 impairment (2006 £2,769,000) above 1s the result of the decision made to close the Blue Pigment
Manufacturing Unit at Paisley

In 2007, no formal 1mpairment exercise was undertaken as there were no indications to suspect that assets may be
imparred A formal impairment exercise was undertaken i 2006, whereby the carrying values of assets at the
production sites was compared to their recoverable amount represented by value in use to the company The value
in use was derived from discounted cash flow projections using nominal discount rates between 5 3% and 9 4%

Capital commitments

Contracts for capttal expenditure for which provision has not been made in the financial statements amounted to
£566,418 (2006 £6,204,000)
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11 Fixed assets (continued)

(b) Investments

Name Country of
incorporation

Subsidrary undertaking

Kolorcube Limited Great Britain

Other investments

Manchester Science Park Lid Great Bntain

12 Stocks

Raw matenals and consumables
Work 1n progress
Fimshed goods

Principal activity

Dormant

Property investment
compary

Ciba UK plc

Directors’ report and financial statements
31 December 2007

Nominal value
£000

15

15

Holding %

Ordinary shares 100

Ordinary shares 13

There 1s no matenal difference between the balance sheet value of stocks and their replacement cost

13 Debtors

Amounts fatling due within one year
Trade debtors

Amounts owed by Group undertakings
Amounts owed by Group Treasury
Other debtors

Prepayments and accrued income

Amaounts falling due after mare than one year
Amounts owed by Group undertakings
Other debtors

2007 2006
£000 £000
7,218 6,589
6,948 8,156

42,834 38,494
57,000 53,239

?
2007 2006
£000 £000
26,626 26,366
45,229 53,707
21,208 20,414
5919 2,374
485 1,647
99,464 104,508
438,340 437,758
73 3,148
438,413 440,906
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14 Creditors: amounts falling due within one year

Trade creditors

Amounts owed to Group undertakings
Corporation tax

Other taxation and socal secunty
Other creditors

Accruals and deferred income

15 Creditors. amounts falling due after more than one year

Accruals and deferred income (note 15 (a))
Unsecured long term debt (note 15 (b))
Amounts owed to Group undertakings

(a) Accruals and deferred income comprise government grants as follows

At | January 2007
Amounts credited to profit and loss account { note 3 (b))
Transferred to creditors falling due within one year

At 31 December 2007

(b) Unsecured long term debt 1s repayable as follows

In less than one year

In more than one year but not more than two years
In more than two years but not more than five years
In more than five years

Ciba UK ple

Directors’ report and financial statements

2007
£000

28,796
179,915
777
3,350
398
10,510

223,746

2007
£000

1,779
69,905
370,509

442,193

2007
£000

2,277
(498)

1,779

2007
£000

69,905

69,905

The long term loan 15 repayable on 24 Apnl 2013 and interest 1s charged at 6 5% per annum

31 December 2007

2006
£000

27,306
25,549
6,469
3,596
401
23,328

86,649

2006
£000

2,277
240,280
364,106

606,663

2006
£000

2,649
(401)

2,277

2006
£000

240,280

240,280
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16 Financial nstruments

An outline of the company’s policies and approach 1n respect to 1ts treasury management, including the management
of interest rate, hquidity and currency risk, 1s provided in the accounting policies note (see note 1)

The company has excluded short-term debtors and creditors from the following analysis

Financial assets

Other than cash at bank and short-term debtors and intercompany loans the company has no other financial assets
Financial liahilities

The company’s financial habthties at the year end were held in sterling (2006 sterling)

At 31 December, the company's borrowings were at floating and fixed rates The interest rate profile of these
financial habilities was

Weghted Weighted

average average

2007 interest rate 2006 Interest rate

£000 Yo £0060 %

Fixed rate financial liabilities 69,905 650 240,280 650

Floating rate financial liabihities — group loans 371,788 000 376,431 017
441,690 616,711

The weighted average period for which rates are fixed 1s 5 (2006 10 years)
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16  Financial instruments (continued)

Maturity of financial liabilities

Ciba UK ple

Directors’ report and financial statements

31 December 2007

At the end of 2007, 100% of the company’s borrowings were due to mature in more than five years (2006 98 0%)
The matunty profile of the company’s financial liabilities in more detail as at 31 December 1s as follows

In one year or less, or on demand

In more than one year but not more than two years
In more than two years but not more than five years
In more than five years

Borrowing facilities

2007
£000

441,690

441,690

2006
£000

12,325

604,386

616,711

The undrawn facilities available at 31 December, in respect of which all conditions precedent had been met, were as

follows

Overdraft facility
Bank loan facilities

All undrawn facilities are deemed short term

Fair values of financial liabilities

2007
£000

10,000

10,000

2006
£000

10,000
30,000

40,000

A companson by category of the book values and fair values of the financial habilities of the company at

31 December i1s shown below
2007
Book
value

£000

Group loans to finance the company’s operations 371,785
Long-term borrowings 69,905

2007
Fair
value

£000

371,785
71,995

2006
Book
value

£000

376,461
240,280

2006
Fair

value
£000

376,431
249,108
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17  Provisions for liabilities and charges

Ciba UK ple
Directors’ report and financial statements
31 December 2007

Post
retirement Ex-

medical Environ- grahia Restruc-
Deferred  insurance mental pensions Legal turing Total

taxation ( note 8(d)) provision (note 8(e)) Claims  provisions
£000 £000 £000 £000 £000 £000 £000
At 1 January 2007 20,340 1,087 1,339 1,497 1,040 9,547 34,850
Utihised during the year - 21 (19) (121} (275) (7,264) (7,700)
Charged/(credited) to (8,138) (70) - 49 1,122 (7,037

profit and loss account

At 31 Decetnber 2007 12,202 996 1,320 1,425 765 3,405 20,113

The deferred taxation provision above exctudes deferred tax which relates to the pension asset, as this 1s netted of

against the pension surplus, see note 8 (c)

The environmental provision 1s for the cost of probable future site remediation, based on independent reports  The

tuming of the use of the provision 1s not known

The restructuring provision includes severance and demolition costs for the Bradford, Clayton and Paisley sites

Thus provision will be used 1in 2008 and 1n 2009
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17 Prowvisions for liabilities and charges (continued)

Deferred tax 1s provided and unprovided as follows

Ciba UK plc

Directors’ report and financial statements

3| December 2007

Provided Unprovided Provided Unprovided
2007 2007 2006 2006
£000 £000 £000 £000
Accelerated capital allowances 13,027 - 21,446 -
Other immung differences (825) - (1,106) -
Deferred tax provision 12,202 - 20,340 -
Deferred tax hability on pension asset {note &(c)) 8,941 - 11,064 -
21,143 - 31,404 -
Prowvision at beginning of year including deferred tax on 31,404 14318
pension asset
Amount (credited) / debited to profit and loss account (5.784) 15,295
Amount {credited) /debited to statement of (4,477) 1,791
total recogmsed gains and losses
Provision at end of year including deferred tax on pension 21,143 31,404

asset

Announcements were made m the March 2007 Budget that the following changes to the UK tax legislation would be

enacted in the 2007 and 2008 Finance Acts

1) the reduction of the main rate of corporation tax to 28% from 1 Apnl 2008 onwards (FA 2007),

2) the abolition of balancing adjustments on the sale of an industrial bmlding (FA 2007), and

3) the phasing out of industrial buildings allowances from 2008 onwards (FA 2008)

The first two of the above changes had been substantively enacted at the balance sheet date, and the numbers
reported in the financial statements have been adjusted accordingly

The effect of the reduction of the main rate of corporation tax to 28% 1s to reduce the deferred tax hability provided
at 31 December 2007 by £1,769,000 to £21,142,000, and to increase the profit after tax for the year by £1,769,000

The effect of the abelition of balancing adjustments enacted in FA 2007 1s to reduce the deferred tax hability at 31
December 2007 by £6,551,000 to ml, and to increase the profit after tax for the year by £6,551,000 Thus 1s because,
under FRS 19, once all conditions for retaiming industnal buildings allowances have been met, any deferred tax in
respect of the building must be reversed This condition 15 met once the balancing adjustments are abolished

The changes to be enacted in FA 2008 will have no further effects on the deferred tax liability provided at 31
December 2007
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18 Called up share capital

Authorised
2 billion ordinary shares of £0 05 each
2 A ordinary shares of £0 05 each

Allotied, called up and fully pard
999,813,360 ordinary shares of £0 05 each
2 A ordinary shares of £0 05 each

19 Reserves

At | January 2007
Profit for the financial year
Other recogmsed losses

At 3| December 2007

20 Reconciliation of movements in equity shareholders® funds

Profit for the financial year
Other recogmsed (losses) / pains

Opening equity shareholders’ funds

Closing equity shareholders’ funds

Ciba UK ple

Directors’ report and financial statements
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2007
£000

100,000

100,000

49,991

49,991

Share
premium
account
£000

60,032

60,032

2007
£000

21,946
(8,304)

66,902

80,544

2006
£000

100,000

100,000

49,991

49,991

Profit
and loss
account

£000

(43,121)

21,946
(8,304)

(29,479)

2006
£000

40,029
4,180

22,693

66,902
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21 Commtments

Annual commitments for the company to make payments under non-cancellable operating leases

2007 2007 2006 2006
Land Other Land Other
£000 £000 £000 £000

Commitments expiring
within one year - 206 - 338
within two to five years - 824 - 728
after 5 years - - - -
Total commitments - 1,030 - 1,066

22 Contingent liabilities

During 2007 a professional assessment was undertaken to identify the environmental financial provisions required
for the Bradford, Duxford, and Paisley sites As a result of this assessment, contingent liabilities totalling £906,000
were tdentified

23 Ultimate parent undertaking and controlling party
The immediate parent undertaking of the company was Ciba UK I[nvestment plc (formerly known as Ciba Specialty
Chemuicals Investment PLC), a company incorporated in England and Wales

The directors consider that Ciba Holding Inc (formerly known as Ciba Specialty Chemicals Holding Inc), a
company ncorperated in Switzerland, 1s the company’s ultimate parent undertaking and ultimate controlling party

Ciba Holding [nc 1s the parent undertaking of the smallest group of which Ciba UK plc 1s a member and for which
group financial statements are drawn up Copies of these group financial statements are available from Ciba Holding
Inc, Building K-141, CH-4002 Basle, Switzerland or http//www ciba com

As a subsidiary undertaking of Ciba Holding Inc, the company has taken advantage of the exemption in FRS 8§
“Related Party Disclosures” not to disclose transactions with other members of the group

31




