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Avecia UK Holdings Linuted
Directors’ report and financial statements
Year ended 31 December 2006

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 December 2006

Principal activities

The company 1s an intermediate holding company The company’s immediate subsidiary undertaking, Avecia
Limuted, manufactures specialty chemicals The durectors do not foresee any change of activities of the company 1n
the foreseeable future

Business review

During the year the company made neither a profit nor a loss (2005 profit of £25,000) The directors do not
recommend the payment of a final dividend (2005 £ml)

Directors and directors’ interests

The directors who held office during the year were as follows

David Greensmuth (resigned 17 February 2006)
Dermnick Nicholson (resigned 22 March 2006}
Jeremy Scudamore (resigned 22 March 2006)
Adnan Buckmaster

Duncan McLellan
Disclosure of nformation to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there 15 no relevant audit information of which the Company’s auditors are unaware, and each director has
taken all the steps that he ought to have taken as a director to make limnself aware of any relevant audit information
and to establish that the Company’s auditors are aware of that information

Auditors

Pursuant to a shareholders’ resolution, the company 1s not obliged to reappoint i1ts auditors annually and KPMG
Audit Plc will therefore continue m office

By order of the board
LGN
AP Cree PO Box 42
Secretary Hexagon Tower
Blackley
Manchester
M9 8ZS

1 October 2007

Registered Number 3768301 / Year ended 31 December 2006 1




Avecia UK Holdings Limited
Directors’ report and financial statements
Year ended 31 December 2006

Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

The directors are responsible for preparing the Directors’ Report and the financial statements n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have
elected to prepare the financial statements i accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice)

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 preparing these financial statements, the directors are requured to
s select suitable accounting pohicies and then apply them consistently,
e make judgments and estimates that are reasonable and prudent,

+ state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explamed n the financial statements, and

e prepare the financial statements on the going concern basis unless 1t 1s mappropnate to presume that the
company wilt continue 1n busimess

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the ¢ompany and enable them to ensure that 1its financial statements comply with the
Compames Act 1985 They have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the company and to prevent and detect fraud and other wregularities
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KPMG Audit Plc

St James' Square
Manchester

M2 6DS

United Kingdom

Independent auditors’ report to the members of Avecia UK Holdings Limited

We have audited the financial statemenis of Avecia UK Holdings Limuted for the year ended 31 December 2006
which comprise the Profit and Loss Account, the Statement of Total Recogmsed Gains and Losses, the Balance
Sheet, the Reconciliation of Movements in Shareholders’ Deficit and the related notes These financial statements
have been prepared under the accounting policies set out theremn

This report 1s made solely to the company’s members, as a body, 1n accordance with section 235 of the Companues
Act 1985 Our audit work has been undertaken so that we mght state to the company’s members those matters we
are required to state to them n an auditor’s report and for no other purpose To the fullest extent penmitted by law,
we do not accept or assume responsibility to anyone other than the company and the company’s members as a body,
for our audit work, for this report, or for the opimions we have formed

Respective responsibilittes of directors and auditers

The directors’ responsibilities for prepaning the financial statements in accordance with apphicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of Directors’
Responsibilities on page 2

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

We report to you our opunon as to whether the financial statements give a true and fair view and are properly
prepared 1n accordance with the Companies Act 1985 We also report to you whether 1n our opinien the information
grven in the Directors’ Report 1s consistent with the financial statements

In addition we report to you 1if, 1n our opimon, the company has not kept proper accounting records, if we have not
received all the informanen and explanations we require for our audst, or 1f information specified by law regarding
directors’ remuneration and other transactions 15 not disctosed

We read the Directors’ Report and consider the implications for our report if we become aware of any apparent
russtatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures 1n the financial statements It also mcludes an assessment of the significant estimates and judgments
made by the directors 1n 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 1n order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material musstatement, whether caused by fraud or other irregularity or error  In formung our opinion
we also evaluated the overall adequacy of the presentation of mformation 1n the financial statements
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Avecia UK Holdings Limted

Dhrectors’ report and financial statements
Year ended 31 December 2006

Independent auditors’ report to the members of Avecia UK Holdings Limited
(continued)

Opinion
In our opimon

o the financial statements give a true and fair view, in accordance with UK Generally Accepted Accounting
Practice, of the state of the company’s affairs as at 31 December 2006 and of 1ts result for the year then
ended,

e the financial statements have been properly prepared in accordance with the Companies Act 1985, and

s the information given in the Directors’ Report 15 consistent with the financial statements

kPnG a-did rE 4—0% 2007

KPMG Audit Pl
Chartered Accountants
Registered Auditor
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Avecia UK Holdings Limited
Dhrectors’ report and financial statements
Year ended 31 December 2006

Profit and loss account
Sor the year ended 31 December 2006

Year ended Year ended

31 December 31 December

Note 2006 2005

£000 £000

Operating profit - -
Other interest recevable and similar income 6 - 25
Profit on ordinary activities before taxation - 25
Tax on profit on ordinary activities 7 - -
Profit on ordinary activities after taxation and retained for the year - 25

All activity relates to continung operations

Statement of total recognised gains and losses
Jfor the year ended 31 December 2006

There were no gans or losses n the current or preceding year other than those shown in the profit and loss account
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Balance sheet
as at 31 December 2006

Note
Fixed assets
Investments 8
Current assets
Debtors 9

Net current assets

Total assets less current habilities

Creditors. amounts falling due after more than one 10
year

Net habihities

Capital and reserves
Called up share capual it
Profit and loss account 12

Shareholders’ deficit

2006
£000

Avecia UK Holdings Linmted

Directors’ report and financial statements

2006
£000

5,077

5,077

(16,084)

(11,007

5,000
(16,007)

(11,007)

Year ended 31 December 2006

2005 2005
£000 £000

5,077

1,100

1,100

6,177

(17,184)

(11,007)

5,000
(16,007)

(11,007)

These financial statements were approved by the board of directors on 1 October 2007 and were signed on its behalf

by

Tz

Dune¢an McLellan
Drrector
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Avecia UK Holdings Limuted
Directors’ report and financial statements
Year ended 31 December 2006

Reconciliation of movements in shareholders’ deficit
Jor the year ended 31 December 2006

2006 2005

£000 £000
Profit for the financial year - 25
Net reduction in sharehelders’ deficit - 25
Opening shareholders’ deficit (11,007) (11,032)
Closing shareholders’ deficit (11,007) (11,007)
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Avecia UK Holdings Limited
Directors’ report and financial statements
Year ended 31 December 2006

Notes

(forming part of the financial siatements)

1 Basis of preparation

The financial statements have been prepared n accordance with apphcable accounting standards and under the
histonical cost accounting rules

The company 15 exempt by virtue of s228 of the Compames Act 1985 from the requirement to prepare group
accounts as its results are mcluded 1n the consolidated financial statements of Avecia Holdings plc  These financial
statements present information about the company as an mdivideal undertaking and not about its group The
consolidated financial statements of Avecia Heldings plc can be obtained from Avecia Holdings ple, PO Box 42,
Hexagon Tower, Blackley, Manchester, M9 8ZS

Under Financial Reporting Standard 1 (Revised 1996) the company 1s exempt from the requirement to prepare a cash
flow statement on the grounds that a parent undertaking mcludes the company mn 1ts own published consolidated
financial statements

As 100% of the company’s voting nights are controlled within the group headed by Avecia Holdings plc, the
company has taken advantage of the exemption contained in Financial Reporting Standard 8 and has therefore not
disclosed transactions or balances with entities which form part of the group (or mvestees of the group qualifying as
related parties)

2 Accounting poheies

The following accounting policies have been appled consistently in dealing with items which are considered
material m relation to the financial statements, except as noted below

Fixed asset investments
Fixed asset investments are stated at cost less provision for any permanent impairment

Foretgn currencies

Profit and loss accounts 1n foreign currencies are translated into sterling at average rates for the relevant accounting
penods  Assets and liabilities are translated at rates prevailing at the balance sheet date

Exchange differences on foreign currency bormrowings and deposits are included within net interest
recervable/payable Exchange differences on all other transactions, except relevant foreign currency loans, are taken
to operating profit Differences on relevant foreign currency loans, together with related tax, are taken to reserves
via the statement of total recogmsed gains and losses and offset aganst the differences on net investments, as they
are considered to be a hedge against movements on the net mvestments To the extent that foreign currency loans
are not considered to be a hedge, the foreign currency difference 15 booked to the profit and loss account

Classification of financial instruments issued by the Company

Following the adoption of FRS 25, financial instruments 1ssued by the Company are treated as equity (1 e formung
part of shareholders’ funds) only to the extent that they meet the following two conditions

a) they include no contractual obhgations upon the Company to deliver cash or other financial assets or to
exchange financial assets or financial habhities with another party under conditions that are potentially
unfavourable to the Company and
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Avecia UK Holdigs Linnted
Directors’ report and financial statements
Year ended 31 December 2006

Notes (continued)

Classification of financial instruments issued by the Company (continued)

b) where the instrument will or may be settled in the Company’s own equity mistruments, 1t 1s erther a non-
denvative that includes no obligation to deliver a vanable number of the Company’s own equity
mstruments or 1s a denvative that will be settled by the Company’s exchanging a fixed amount of cash or
other financial assets for a fixed number of 1ts own equrty instruments

To the extent that this defimition 1s not met, the proceeds of 1ssue are classified as a financial hability Where the
mstrument so classified takes the legal form of the Company’s own shares, the amounts presented n these financial
statements for called up share capital and share premium account exclude amounts 1n relation to those shares

Finance payments associated with financial habilities are dealt with as part of interest payable and sumular charges
Finance payments associated with financial instruments that are classified as part of shareholders’ funds (see
dividends policy), are dealt with as appropriations 1n the reconcihation of movements in shareholders’ funds
Dwvidends

Dmidend distribution to the Company’s shareholders 1s recogmsed as a lhabihity in the Company’s financial
staternents m the penod m which they are declared and approved Unpaid dividends that do not meet these crniteria
are disclosed in the notes to the financial statements Interum dividends are recogmsed 1n the period i whach they are
pad

Taxation

The charge for taxation 15 based on the profits for the year and takes mto account taxation deferred because of timung
differences between the treatment of certain items for taxation and accounting purposes Deferred tax assets are
recogmised to the extent that, on the basis of all available evidence, 1t can be regarded as more likely than not that
there will be suitable profits from which the future reversal of the underlying timing differences can be deducted

3 Remuneration of directors

None of the directors received any remuneration for their work as directors of the company

4 Staff numbers and costs

Other than the named directors, the company has no employees

5 Auditor’s remuneration

Audit services for the company totalled £3,000 (2005 £3,000) This amount was borne by the ultimate parent
undertaking

6 Other interest receivable and ssmilar income
Year ended Year ended
31 December 31 December
2006 2005
£000 £000
Exchange differences on foreign currency borrowings - 25
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Notes (continued)

7 Taxation

Avecia UK Holdings Linuted

Directors’ report and financial statements

Year ended 31 December 2006

The company has no UK corporation tax credit due to tax losses being surrendered to other members of the Avecia

UK group for which no payment 1s made

Profit on ordinary activities before taxation

Current tax at 30% (2005 30%)

Effects of

Group rehief surrendered for the current penod

Losses brought forward from a prior period

Tax on profit on ordinary activiuies

8 Fixed asset investments

Cost
At beginning and end of year

Net book value
At 31 December 2006 and 2005

The only directly held company m which the company’s mnterest at the year end 1s more than 20% 1s

Subsidiary undertakings
Avecia Limited
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Country of
Incorporation

UK

Year ended
31 December
2006

£000

Prmecipal
activity

Chemical manufacture

Year ended
31 December
2005

£000

25

(8)

Shares in

group
undertakings
£000

5,077

5,077

Class and
percentage

of shares held

Ordnary - 100
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Avecia UK Holdings Limuted
Directors’ report and financial statements
Year ended 31 December 2006

Notes (continued)

9 Debtors
2006 2005
£000 £000
Amounts owed by group undertakings - 1,100
10 Creditors: amounts falling due after more than one year
2006 2005
£000 £000
Amounts owed to group undertakings 16,084 17,184

The amounts owed to group undertakings are due for repayment in July 2009 and bear no interest

11 Called up share capital
2006 2005
£000 £000
Authorised
Equity 10,000,000 ordinary shares of £1 00 each 10,000 10,000
Allotted, called up and fully paid
Equity 5,000,001 ordinary shares of £1 00 each 5,000 5,000
12 Reserves
Profit
and loss
account
£000
At beginning of year (16,007}
Retaned profit for the year -
At end of year (16,007)
13 Ultimate parent company and parent undertaking of larger group of which the company 1s a member

The company is a subsihary undertaking of Avecia Investments Limited which 1s ncorporated n the Umted
Kingdom. The ultimate parent company 15 Avecia (Jersey) Limited, a company registered and incorporated in Jersey

The largest group 1n which the results of the company are consolidated 1s that headed by Avecia Holdings plc which
1s ncorporated n the United Kingdom
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Avecia UK Holdings Limited
Directors’ report and financial statements
Year ended 31 December 2006

Notes (continued)
14 Continuing support

The company’s parent undertaking, Avecia Investments Limuted, has undertaken to provide financial support as 1s
necessary to enable the company to meet 1ts hiabilities as they fall due

Registered Number 3768301/ Year ended 31 December 2006 12




