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Bayer Plc

Directors' Report
For the year ended 31 December 2006

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

Pnncipal activaties and review of the business

The company's prncipal actvity 1s the marketing of healthcare and polymer products manufactured by Bayer Group
comparnies and the provision of admunistration services to group companies as well as third parties

The company continued to trade successfully during the year and consolidate 1ts positon 1n its chosen healthcare markets On
1 Apnl 2006 the business and assets of Bayer UK Limited were transferred to the company at book value

During 2006, the turnover for the company developed on a stable basis 1n companson to the previous year, shghily declming
by £1,262,000 (-005%) Overall Healthcare comrmussion revenues remamned on the previous year's level, while polymer
product comrmussion revenues were reported for the first tme

Consumer and Diabetes Care divisions performed well due to changes in the product portfolio and focussed markenng,
resulting 1n increased market share for Dubetes Care The consumer market was difficult dunng 2006 with increased
downward price pressure from our customers, mainly pharmacy retalers and national supermarkets The Pharmaceuncals
division performed below the previous year due to customer contract changes dunng the year

On 1 Apnl 2006 the company acquired the polymer products business and assets from Bayer UK Ltd The polymer business
faced overall capacity constraints and a steady fall in average selling prices so that the UK commussion revenues received for
thus business fell below the previous yeat's levels Dunng 2006 the commussion model changed sigmuficantly resulting in a lower
commission percentage than n the previous year

Pnncipal nsks and uncertainties

The company has put mn place internal controls to deter fraud and regulady reviews these fraud prevennon controls as parr of
its COSO Internal Controls Systems management process The company also momtors external fraud threats and internal
threats via 1ts "KonTraG" risk management system and takes appropnate nisk reduction acnons

Dunng 2006 the company has formally compiled and implemented a Fraud Response Plan, which 1s there to be implemented
whenever any suspicton of a possible fraud anses, and 4 Fraud Investuganon Protocol, which stnctly controls how fraud
investigations are to be conducted and admussible evidence acquired Fraud mnvestgations are carnied out mdependently, under
the terms of the Protocol, by appropnately expenenced and qualfied persons within the Company, who are not members of
the Finance department, and by Internal audit staff of the Ulumate Parent

The company carties out market research to ensure that its products are sold at compeutive prices and, 1n the case of
pharmaceuncals, the pnice of products 1s regulated by the Pharmaceuncal Pnce Regulaton Scheme (PPRS) The company also
maintans good Corporate Governance pracuce in educanng s staff about avording anu-compettive or cartel-type practices
Supply chain risks {including price nsks} are regularly morutored as part of the company's nsk management practices

The company's operations expose 1t to lunited financial risks that include credit sk, iquidity nsk and interest rate risk Grven
the s1ize of the company, the directors have not delegated the responsibility of monitonng financial nsk management to a sub-
commurtee of the board The policies set by the board of directors are implemented by the company's finance department

Price tisk

The company 1s exposed to commodity price risk as a result of 1ts operatons Due consideration 1s given to forward
provistorung of key commodites when market condittons dictate However, given the size of the company's operations, the
costs of managing exposure to commodity price nsk exceed any potennal benefits The directors will revisit the
approprateness of this policy should the company's operatons change m size or nature

Credit sk

The company has implemented polictes that require appropriate credit checks on potental customers before sales are made
Credit insurance 1s taken out where avalable
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Bayer Plc

Directors' Report (continued)
For the year ended 31 December 2006

Liquidity nisk

The company actively mamntains a muxture of short-term inter-company and debt finance that 15 destgned to ensure the
company has sufficient avalable funds for operatons and planned expansions

Interest rate cash flow nisk

The company pays interest on its external debt at a vanable rate, the debt s not considered significant enoupgh to warrant
hedging The directors will revisit the appropnateness of this policy should the company's operations change in size or nature

Position of the company at the year end

The increase 1n working capital was mamly affected by changes in accounts recewvables and accounts payables due to the
acqusizon of the Bayer Local Service and the divestment in the subsidiary undertaking

The company takes management of working capital and, 1n particular, liquudity very sertously As well as monutoring these risks
within the company, iqudity and working capital management 15 also closely momtored by the ulumate parent, Bayer AG

Analysis based on key performance mdicators
Operaung profit margins were manly affected by one-ume pension contmbutons whilst operanng profit mazgins excluding
those one-off effects declined by 8% due to investment tn a new business system during the year

The increase in profit before tax was mainly due to the income from the divestment in the subsidiary undertaking

Results and dividends
The results for the year are set out on page 7

The directors do not recommend payment of an ordinary dividend

Research and development .

The company 1s commutted to product improvement and does so through extensive product development Development 1n
the Umted Kingdom 1s carmed out primanly by the Pharmaceuncal Business Group Considerable other research and
development 1s carrted out world-wide by other group companes

Future developments

On 1 January 2007 the ulumate parent will divest the Diagnostics business group As a consequence of this divestment the
Duagnostics business group of the Company has also been divested The company agreed with the thurd party buycr to provide
transitonal services for up to twelve months where requested

On 1 July 2007 the company will acquire the business and assets of Schenng Health Care Ltd The Schening business wnll be
integrated into the existing pharmaceuticals business  The division will be known as Bayer Schening Pharma

Directors
The following directors have held office since 1 January 2006

F-] Berners {Appomted 2 May 2006)
M § Dawkins {Appomnted 3 July 2006)
L Courth {Resigned 3 July 2006)
Dr W Plischke (Resigned 2 May 2006)

Directors’ interests

There are no directors' interests requinng disclosure under the Compames Act 1985
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Bayer Plc

Directors' Report (continued)
For the year ended 31 December 2006

Chantable donations

During the year, the sum of £13,439 (2005 £3,354) was donated ro Unuted Kingdom charable organisations No payments
were made for poltical purposes

Employee involvement

The company actively continues its policy of employee consultation by way of a voluntary staff associanon elected by all
employees on a democratic basis

Meetings are held regularly at all sites where the views of staff members are sought and management has an opporunity to
inform staff of developments within the company and its financial standing and prospects All staff are kept informed by way
of published munutes of these meetngs and also by way of the mn-house magazine contauung arncles on the company's
performance and plans

Dhsabled persons

It 15 the company's policy to give full and fatr consideration to applications for employment made by disabled persons, to
continue wherever possible the employment of staff who become disabled and to prowvide equal opportunities for the trainuing,
career development and promotion of disabled employees

Creditor payment policy

It 1s the company's policy to pay habihtes to creditors within credit terms agreed with suppliers The company follows the
CBI's Prompt Payers Code (Copaes are avalable from the CBI, Centre Pomt, 103 New Oxford Street, London, WC1A 1DU)

The number of days reptesented by trade creditors 15 24 days (2005 21 days)

Auditors

The company has by elective resolution dispensed with the obligauon to appoint auditors annually 1n accordance with section
386(1) of the Comparues Act 1985 Therefore, the auditors, PricewaterhouseCoopers LLP, will be deemed to be reappointed
for each succeeding financial year

Directors' responsibilines
p

Company law requures the directors to prepare financial statements for each financial year that give a true and faur view of the
state of affairs of the company and of the profit or loss of the company for that period The directors are required to prepare
the financial statements on the gowng concer basis, unless 1t 15 mappropnate to presume that the company will contnue in
business

The directors confirm that sustable accounting policies have been used and apphed consistently in the preparation of the
financmal statements They also confirm that reasonable and prudent judgements and esumates have been made in prepanng
the financial statements for the year ended 31 December 2006 and that applicable accounting standards have been followed

The directors are responstble for keeping proper accounting records that disclose with reasonable accuracy at any tme the
financial positon of the company and enable them to ensure that the financial statements comply with the Comparues Act
1985 They are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
preventon and detection of fraud and other trregulanines
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Bayer Plc

Directors' Report (continued)
For the year ended 31 December 2006

Statement of disclosure to auditor
(a) so far as the directors are aware, there 15 no relevant audit mformation of which the company's auditors are unaware, and

(b) they have taken all the steps that they ought to have taken as directors in order to make themselves aware of any relevant
audit informanon and to establish that the company's auditors are aware of that information

By order of the board

M,LJDK_: Aqon

M A Wikinson
Secretary

& pAY 001
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Bayer Plc

Independent Auditors' Report
To the Members of Bayer Plc

We have audited the financial staternents of Bayer Plc for the year ended 31 December 2006 which compmnse the Profit and
Loss Account, the Balance Sheet, and the related notes These financial statements have been prepared under the accounung
policies set out theretn

Respecuve responsibilities of the directors and auditors

As descobed in the Statement of Directors' Responsibilities, the company's directors are responsible for the preparaton of
the financial statements in accordance with apphcable law and Unuted Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounnng Practice)

Our responsibility 1s to audit the financial statements in accordance with relevant legal and repulatory requirements and
International Standards on Audmting (UK and Ireland) This report, including the opmion, has been prepared for and only for
the company's members as a body 1n accordance with Section 235 of the Compantes Act 1985 and for no other purpose We
do not, 1n giving this opiuon, accept or assume responsibility for any other purpose or to any other person to whorn this
teport ts shown or into whose hands 1t may come save where expressly agreed by our pnior consent in wnnng

We report to you our opiruon as to whether the financial statements give a true and far view and are properly prepared in
accordance with the Comparues Act 1985 We report to you whether in our opiton the information given in the directors’
report is consistent with the financial statements We also report to you if, in our opion, the company has not kept proper
accounting records, 1f we have not recerved all the information and explanations we require for our audit, or if informatien
specified by law regarding directors’ remuneraton and other transactions 1s not disclosed

We read the Directors' Report and consider the implicanons for our report if we become aware of any apparent
musstatements within 1t

Basis of audit opimon

We conducted our audit tn accordance with International Standards on Audiing (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 includes an assessment of the sigruficant estimates and judgements made by the directors in the
preparation of the financial statements, and of whether the accountng policies are appropriate to the company's
circumnstances, conststently applied and adequately disclosed

We planned and performed our audit so as to obtan all the informauon and explanauons which we considered necessary 1n
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from materal
musstatement, whether caused by fraud or other uregulanity or error In forming our opmion we also evaluated the overall
adequacy of the presentation of nformaton 1n the financial statements
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Bayer Plc

Independent Auditors' Report (continued)
To the Members of Bayer Plc

Opimon
In our opinion

- the financal statements give a true and fair view, 1n accordance with United Kingdom Generally Accepted Accountng
Practice, of the state of the company's affairs as at 31 December 2006 and of 1ts profit for the year then ended,

- the financial statements have been properly prepared in accordance wath the Comparnes Act 1985, and

- the information given 1n the Directors' Report 1s consistent with the financial statements

et ot {runn U

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Reading

Date 3 r'kot.a fLODq‘

page 6




Bayer Plc

Profit And Loss Account
For the year ended 31 December 2006
2006 2005
Notes £ 000's £ 000%s
Turnover 2
Continuing operatons 211,883 213,186
Acqusiuons 1,587 -
Disconunued activines 19,085 20,631
232,555 233,817
Change 1n stocks of fimshed goods and wotk m progress (575) (838)
Other operating income 54 67
232,034 233,040
Raw matenials and other consumables (123,626) (126,380)
Other external charges (6,202) (5,393
Staff costs 24
- Normal (45,562) (43,535)
- Spectal 5 (14,400) -
Depreciatnon (802) (334
Other operating charges (47,056) (51,813)
Operaung (loss)/profit 4
Conunuing operations 8,471 4,229
Acquisiuons (3,049 -
Discontinued activities (11,036) 1,362
(5.614) 5,591
Profit on sale of tangble fixed assets 4 - 49
Profit on sale of subsidiary undertaking 5 139,321 -
Restructuring costs 5 (175) -
Profit on ordinary activities before interest 133,532 5,640
Interest recervable and similar income 6 7,142 10,308
Interest payable and similar charges 7 (3,03% (5,377
Profit on ordinary activities before
taxation 137,635 10,571
Tax on profit on ordinary activities 8 (313) (4,533)
Profit for the year 19 137,320 6,036

There are no recogrused gains and losses other than those passing through the profit and loss account

There are no matenal differences between the profit on ordinary activites before taxation and the retained profit for the years
stated above and thewr historical cost equivalents
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Bayer Plc

Balance Sheet
As at 31 December 2006

2006 2005
Notes £ 000's £000's £ 000's £ 000's
Fixed assets
Intangible assets 10 31,860 37,113
Tangible assets 1 5,999 4,855
Investments 12 - 9,706
37,859 51,674
Current assets
Stocks 13 8,533 7958
Debtors 14 240,181 201,769
Cash at bank and 1 hand 5,203 6,069
253,917 215,796
Creditors amounts falling due within one
year 15 (103,402} (205,782)
Net current assets 150,515 10,014
Total assets less current habilities 188,374 01,688
Provisions for habiliies and charges 16 {2,963) (3,397
185,411 58,091
Capital and reserves
Called up share caprtal 18 25,062 25,062
Share premium account 19 10,655 10,655
Other reserves 19 7,373 7,373
Profit and loss account 19 142,321 15,001

Equuty shareholders’ funds 20 185,411 58,091

Approved by the Board and authonsed for ssue on & T 20057

W O ——

M S Dawkins
Director
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Bayer Plc

Notes To The Financial Statements
For the year ended 31 December 2006

Accounting policies

Accountng conventnon

These financial statements are prepared on the going concern basis, under the histonical cost convention and n
accordance with the Compantes Act 1985 and applicable accounting standards The pnncipal accounting policies are set
out below

Cash flow statement and related party dhisclosures

The company 15 a subsidiary of Bayer HeathCare AG which s a wholly-owned subsidiary of Bayer AG and 1s included
in the consolidated financial statements of Bayer AG, which are publicly available Consequently, the company has taken
advantage of the exemption from prepanng a cash flow statement under the terms of FRS 1 The company 15 also
exermnpt under the terms of FRS 8 from disclosing related party transactions with entties that are part of the Bayer AG
group or investees of the Bayer AG group

Turnover

Turnover represents goods and services provided and 1s recognised when these have been delivered, and includes
comrussion recetvable from indent sales and excludes value added tax

Goodwll

Purchased goodwill 15 determuined by companng the amount paid on the acqusinon of a business and the apgregate fair
value of 1ts separable net assets It 15 capitalised and written off on a straight line basis over its esumated useful
economuc life or 20 years, whichever 1s shorter

Marketing Rights

Marketing rights are capiralised and stated at cost less accumulated amortisation Amortisation 15 calculated to wnte off
the cost 1n equal annual instalments over thetr estmated useful lives

Research and development

Expenditure on research, development and chinucal trials 1s written off in the year in whuch it 1s ncurred

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less depreciation Depreciation 1s provided at rates calculated to write off the
cost, less estimated restdual value of each asset over its expected useful life, as follows

Frechold buddings 20 - 40 years

Land and buldings Leasehold 20 - 50 years dependent on lease term
Plant and machinery 2 - 15 years

Fixtures, fithngs & equipment 3 - 10 years

Rental equpment 3-5 years

No deprecianion 1s provided m respect of freehold land or assets i the course of construction
The cost of rangble fixed assets 1s thewr purchase cost together with any inctdental costs of acqusition

Leasing
Rentals payable under operating leases are charged agamnst income on a straight-line basis over the lease term

Income 1n respect of operating leases 15 taken on a stratght-line basis over the lease term

Investments

Fixed assets investments are stated at cost less any provision for impairment.
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Bayer Plc

Notes To The Financial Statements (continued)
For the year ended 31 December 2006

Accounung pohcies {continued)

Stock

Stocks are stated at the lower of cost and net realisable value after prowisions for obsolescence In general, cost 1s
determined on a moving average basis Stocks on consignment and rheir related obhgations are recogrused when the nisk
and rewards of ownershup pass to the company

Pensions

The company partcipates 1n the defined benefit pension arrangements of the Bayer Diagnostcs Pension Plan and the
Bayer Group Pension Plan The assets of the schemes are held separately from those of the company in separate trustee
admunustered funds

The Bayer Dhiagnostics Pension Plan and the Bayer Group Pension Plan are defined benefit schemes where the
membership 1s spread across the United Kingdom subsidiaries of the ultimare parent undertalung, Bayer AG As a result
of the membership profile, no indwidual company within the Bayer AG group in the United Kingdom has a significant
share of etther the Bayer Diagnostics Pension Plan or the Bayer Group Pension Plan membershup

The schemes are multi-employer schemes in which 1t 15 not possible to separately 1dentify the underlying scheme assets
and labihnes that relate to cach employer In accordance with FRS 17, the schemes are accounted for as defined
contonbunon schemes

Deferred taxation
Deferted tax anses on differences between the nming of the allowances/income tax and the profit and loss account
Prowvision 1s made for deferred tax assets only to the extent that the ditectors consider 1t more likely than not that there

will be suttable profits from which the furure reversal of the tming differences can be deducted, 1n accordance with FRS
19

Deferred tax 1s measured at the average tax rates that are expected to apply in the peniods m which the tmung
differences are expected to reverse, based on tax rates and laws that have been enacted or substantally enacted by the
balance sheet date Deferred tax 15 measured on a non-discounted basis

FOIEIgl’l currency translation

Transactions denomunated 1n foreign currencies are translated into sterling at the rate of exchange ruling at the date of
the transaction or at an average rate for the relevant month where that provides a close approximation

Assers and habilities in foreign currencies are translated into sterling at the rates of exchange ruling at the end of the
financial year except for those habiliies covered by forward exchange contracts which are translated at contract rates

All exchange differences are dealt wath 1n the profit and loss account

Group accounts

The financial statements present information about the company as an mdmidual undertaking and not about its group
The company has not prepared group accounts as 1t 1s exempt from the requirement to do so by secuon 228 of the
Compares Act 1985 as 1t 1s a subsidiary undertaking of Bayer AG, a company incorporated in Germany, and 15 included
1n the consolidated accounts of that company
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Bayer Plc

Notes To The Financial Statements (continued)

For the year ended 31 December 2006

Tumover and profit on ordinary activities before taxation

Class of business
Thurd parnes

Group comparues

Geographical market

United Kingdom
Rest of Europe

2006 2005
£ 000's £ 000's
206,996 209,919
25,559 23,898
232,555 233817
2006 2005
£000's £ 000's
188,287 189,452
44,268 44,365
232,555 233,817

The company's turnover and profit on ordinary activities before taxation onginate entirely 1n the UK and are wholly
attnibutable to 1s poncipal trading activities as discussed in the Director's report The company's net assets are entrely

based in the UK,
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Bayer Plc

Notes To The Financial Statements (continued)
For the year ended 31 December 2006

Expenditure analysis

2006 2005
Contimung Dhscontunued Total Continuing Discontnued Total
£000's £ 000's £ 000's £ 000's £000's £000's
Raw matenals and consumables 123,716 (90) 123,626 126,611 (231) 126,380
Change i stocks of
finrshed goods and raw
matenals 575 - 575 838 - 838
Other external charges 3,638 2,564 6,202 729 4,664 5,393
Staff costs 36,635 8,927 45,562 33,654 9,881 43,535
Deprecation 733 69 802 209 125 334
Other operanng charges 42,805 4,251 47,056 46,916 4,897 51,813
Other operating income (549 - (54) - (67) (67)
Specual penston conmbunons - 14,400 14,400 - - -
208,048 30,121 238,169 208,957 19,269 228 226

The total figures for conimaung operations n 2006 include the following amounts relating to acquisiions raw materals
and other consumables £nil, other external charges £nil, staff costs £3,326,000, depreciation £587,000, other operating
charges (£1,303,000), other operating income £26,000, and special pension contributions £l

On 1 January 2007, the Diagnosucs business group was sold to Siemens Medical Solunons Diagnostics Limuted The
busmness previously undertaken by the Diagnosucs business group has been shown as a discontinued operatton tn these

financal statements

Operaung (loss)/ profit

Operaung {loss)/profit ts stated after charging-
Amortisation of intangible assets

Depreciation of tangible assers

Loss on foreign exchange transacttons
Research and development

Operating lease rentals

Services provided by company's auditors

- Fees payable for the audit

- Other services supplied pursuant to legislanon

and after crediing

Profit on disposal of tangible assets

Profit on foreign exchange transactions
Depreciation recharged to group company

2006 2005
£ 000's £000's
4916 4913
921 954
302 -
870 812
2,778 3,042
154 148

22 2

)] -

- 72

(119) (620)
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Bayer Plc

Notes To The Financial Statements (continued)
For the year ended 31 December 2006

Exceptional items

Special pension contnbutons

The sale of trade and assets dunng the penod 15 a cessanon event under the Pensions Act 1995 Following an
applhication for clearance on the transacnon made to the Pensions Regulator, the company paid £10,000,000 into the
Bayer Group Penston Plan and £4,400,000 into the Bayer Diagnostics Pension Plan as a spectal contnbution Any
future liabihnes have been transferred to the vendors

Sale of subsidtary undenaking

On 31 December 2006 the company sold the entire share capital in its subsidiary undertakung, Bayer Diagnostics
Manufactunng (Sudbury) Limited for consideranon of EUR 233,755,000 The resulting profit ansing from this sale was
£139,321,000 The tax effect of this 13 £l

Restructurning costs

Ansing from the sale of the Diagnostics business group were restructuring costs to prepare the business group for
divestment totalling £174,559 The tax effect of this 1s to create a tax credit of £32,000

Interest tecewvable and stmilar income 2006 2005
£ 000's £ 000's

Income from shares in group underrakings 4,000 5,500
Interest recervable from group comparues 3,123 4,532
Bank interest 19 276
7,142 10,308

Interest payable 2006 2005
£000's £000's

On amounts payable to group compantes 2,842 5372
On bank loans and overdrafts 197 5
3,039 5,377
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Bayer Plc

Notes To The Financial Statements (continued)
For the year ended 31 December 2006

Taxation 2006 2005
£ 000's £ 000's

Domestic current year tax

UK corporation tax 1,371 2524

Adjustment for prior years - 5

Current tax charge 1,371 2,529

Deferred tax

Deferred tax {credit)/charge current year {1,363} 2,006
Deferred tax adjustment for previous year 307 -
(1,056) 2,006

315 4,535

Factors affecting the tax charge for the year
Profit on ordinary activities before taxation 137,635 10,571

Profit on ordinary activittes before taxaton multiplied by standard rate of UK

corporation tax of 30 00% (2005 - 30 00%) 41,291 3,171
Effects of
Non deductible expenses 1,714 3,009
Non taxable UK dividends received (1,200) (1,650}
Non taxable gamn on disposal of subsidiary (41,797) -
Accelerated capital allowances 1,363 {2,006)
Adjustments to previous pertods - 5
(39,920) (642)
Current tax charge 1,371 2,529

Factors that may affect future tax charges
Based on current capual investment plans, the company expects to continue to be able to claim capital allowances 1n
excess of depreciaton in future years at a simular level to the current year

Drvidends on equty shares 2006 2005
£ 000's £ 000's
Ordinary intenm paid 10,000 11,000

The directors have not proposed a final dividend for 2006 (2005 £10,000,000) The dividend proposed 1n the prior year
was not accounted for within those financial statements as 1t had not been approved
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Bayer Plc

Notes To The Financial Statements (continued)

Intangible fixed assets

Cost
At 1 January 2006
Dhsposals

At 31 December 2006

Aggregate amortisation
At 1 January 2006
Amottsatuen on disposals
Charge for the year

At 31 December 2006

Net book value
At 31 December 2006

At 31 December 2005

For the year ended 31 December 2006

Marketing Goodwll Total
Rights
£ 000's £ 000's £ 000's
17,390 31,758 49,148
- (405) (405)
17,390 31,353 48743
8,859 3,176 12,035
- (68) (68)
1,757 3,159 4916
10,616 6,267 16,883
6,774 25,086 31,860
8,531 28,582 37,113

Marketing nights and goodwill arose on the purchase of the UK 2nd Insh OTC business of Roche 1n 2005 and are being
written off over 10 years Other goodwill arose on the purchase of vanous customer lists and marketng nghts and 1s
bemng wntten off over ity esurnated useful life of 10 years
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Bayer Plc

Notes To The Financial Statements (continued)
For the year ended 31 December 2006

Tangible fixed assets

Freehold Land and Plant and Fixtures, Rental Assets in the Total

buldings buildings  machinery fitungs & equipment course of

Leasehold equpment construction
£ 000's £ 000's £ 000's £ 000's £ 000's £ 000's £ 000's

Cost
At 1 January 2006 30 5,079 121 3,566 150 - 8,946
Transfer between classes (30} {481) (121) 783 {150} - -
Additions - 127 - 127 159 78 491
Transfer of assets under construction - 7 - 42 C)] (45) -
Transfer from group compatrues - 143 32 4,470 303 - 4,948
Disposals - {119) - (1,454) - - {1,573)
At 31 December 2006 - 4,755 32 7,534 458 33 12,812
Accumulated depreciation
At 1 January 2006 15 719 54 3,157 146 - 4,091
Transfer between classes (15) (203) (54) 417 (146} - -
Transfer from group compames - 21 28 3,059 187 - 3,295
On disposals - 81) - (1,413) - - (1,494)
Charge for the year - 341 1 467 112 - 921
At 31 December 2006 - 798 29 5,687 299 - 6,813
Net book value
At 31 December 2006 - 3,957 3 1,847 159 33 5,999
At 31 December 2005 15 4,360 67 409 4 - 4,855
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Bayer Plc

Notes To The Financial Statements (continued)
For the year ended 31 December 2006

Fixed asset investments

Shares 1n
subsidiary
undertakings
£ 000's
Cost
At 1 January 2006 9,706
Disposals (9,700)
At 31 December 2006 -
Net book value
At 31 December 2006 -
At 31 December 2005 9,706
Holdings of more than 20%
The company holds more than 20% of the share capital of the following comparues
Company Country of registration or Shares held
Lncorporation Class Yo
Subsidiary undertakings
Magnampace Luruted England and Wales Ordinary 100 00

Magnampace Lumuted 15 a dormant company

On 31 December 2006 the company sold its holding of the entre share capital of Bayer Diagnostues Manufactunng
(Sudbury) Lirnited (See note 5)

Stocks 2006 2005
£ 000's £000's
Finished goods and goods for resale 8,533 7,958

At 31 December 2006, the company held £29 3 million (2005 £16 4 mulbion) of consignment stocks on a sale or return
basis from the patent company, Bayer AG Since these stocks remain the property of the parent company unul sold to
third parties, they are included on the balance sheet of that company and not imncluded 1n Bayer Plc's assets

page 17




14

Bayer Plc

Notes To The Financial Statements (continued)
For the year ended 31 December 2006

Debtors 2006 2005

£ 000's £ 000's
Trade debtors 36,306 35,391
Amounts owed by parent and fellow subsidiary undertakings 195,214 160,252
Corporation tax 2,387 610
Qther debtors 6,030 4,779
Prepayments and accrued mncome 244 737

240,181 201,769

Included 1n amounts owed by group undertakings are loans due from Bayer AG, Bayer ACSH Limited and Bayer
AGCO Limited of £176,497,026 (2005 £134,000,000) which are unsecured, bear imterest at a rate linked to bank base

rates and have no fixed repayment dates All other amounts are unsecured, interest free, and are repayable on demand

Creditors amounts faling due withun one year 2006 2005

£ 000's £000's
Bank loans and overdrafts 27,000 -
Trade creditors 10,993 7,440
Amounts owed to parent and fellow subsidiary undertakings 50,638 184,680
Other taxation and social security 1,420 2,006
Other creditors 1,784 98
Accruals and deferred income 11,567 11,558

103,402 205,782

Included n amounts due to group undertakings 1s a loan due to Bayer CropScience Lumuted of £28.000,000 (2005
£57,000,000) which 1s unsecured, bear interest at a rate linked to bank base rates and have no fixed repayment dates All

other amounts are unsecured, interest free, and are repayable on demand




16

17

Bayer Plc

Notes To The Financial Statements (continued)
For the year ended 31 December 2006

Provisions for habiliues and charges

Deferred tax Other Total

habihty
£000's £ 000's £ 000's
Balance at 1 January 2006 1,495 2,102 3,597
Profit and loss account (1,056) 655 {401)
Unlised - (233 (233)
Balance ar 31 December 2006 439 2,524 2,963

The deferred tax liability 1s made up as follows

2006 2005
£000's £000's
Accelerated capital allowances 2,001 1,592
Other nming differences (1,562) (97)
439 1,495

The other provisions relate to contractual obliganons on propernes, cars and personnel

Pension costs

Defined benefit

The company 1s a member of the Bayer Group Pension Plan, a muln employer defined benefit scheme whose assets are
held separately from those of the company tn a separate trustee admumstered fund The Bayer Group Pension Plan
provides benefits for a number of UK subsidiary companies of the ulnmate parent, Bayer AG The assets and habilines
held 1n respect of present and former employees of the Bayer and Miles companes are separately denufied and a
separate contmbution rate 15 calculated in respect of them The contribution rate requred 15 assessed by an independent
quahfied actuary on the basis of trienmal valuanons The last valuanon was carnied out as at 31st March 2003 using the
projected unit method The market value of the assets of the Bayer Group Pension Plan relating to the relevant category
of employees of Bayer Plc, including employees of other compantes, as at 31st March 2003 was £170 1m The acruazal
value of these assets represented some 80% of the abilines The deficit amounted to £41 4m

As a result of the membership profile no indviduzl company within the Bayer AG group 1n the United Kingdom has a
sigruficant share of the Bayer Group Penston Plan membership Therefore the company 1s unable to idennfy its share of
the underlying assets and habiities in the scheme and as a result the detuled disclosures of FR517 have not been
presented The cash contmbubons by the company to the Bayer Group Pension Plan amount to 13,542,000 (2005
£8,400,000) including £10,000,000 of special contnbunons, being approxumately 21 2% of pensionable salantes (which 1s
pad wholly by the company for members who participate 1n the salary sacrifice arrangement, and 15 7% 1s met by the
company for the muinonty of members who do not use the salary sacnfice arrangement where the average member
contnbuton rate 15 5 5%, plus the company's share of the deficiency contnbution o the plan payable from 1 January
2004 to 31 December 2008) and are based on pension costs across the group as a whole

In addinon the company pad £5,411,041 (2005 {897,000} including £4,400,000 of special contributions to the Bayer
Diagnosncs Pension Plan
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Bayer Plc

Notes To The Financial Statements (continued)

For the year ended 31 December 2006

Pension costs

Defined benefit

Contributions payable by the company for the year
Special contributions

Defined contnbution

Contnbutions payable by the company for the year

Share capital
Authonsed

30,000,000 Ordinary shares of £1 each

Allotted, called up and fully pard
25,062,356 Ordinary shares of £1 each

Statement of movements on reserves

Balance at 1 January 2006
Profit for the year
Dividends pard

Balance at 31 December 2006

General reserves
Balance at 1 January 2006 & at 31 December 2006

(conunued)

2006 2005

£ 000°s £ 000"s
4,553 9,398
14,400 -
18,953 9,398
615 273

2006 2005
£000's £ 000's
30,000 30,000
25,062 25 062

Share Other reserves Profit and loss

remium see below account

P bel
account

£ 000"s £ 000's £000's

10,655 7373 15,001

- - 137,320

- - (10,000)

10,655 7,373 142,321

7373
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Bayer Plc

Notes To The Financial Statements (continued)

For the year ended 31 December 2006

Reconcihation of movements i shareholders' funds
Profit for the financial year
Dividends

Net addition to/(depletion 1n) shareholders’ funds
Opemng shareholders' funds

Closing shareholders' funds

Conungent habihues

2006 2005
£000's £ 000's
137,320 6,036
{10,000) (11,000)
127,320 (4,964)

58,091 63,055
185,411 58,091

The company has, 1n respect of certan UK bank facilines, entered into a cross-guarantee arrangement with fellow UK
subsidiaries of Bayer AG There was no contingent hability ansing from this arrangement at 31 December 2006 (2005

£nd)

Financial commitments

At 31 December 2006 the company was comrmutted to making the following payments under non-cancellable operating

leases 1n the year to 31 December 2007

Land and buildings Other

2006 2005 2006 2005
£ 000's £ 000's £ 000's £ 000's

Operanng leases whach expire
Within one year 200 - 16 86
Between two and five years - 200 290 241
In over five years 2,578 2,578 - -
2,778 2,778 306 327
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Bayer Plc

Notes To The Financial Statements (continued)
For the year ended 31 December 2006

Directors' emoluments 2006 2005
£000's £000's
Remuneration 456 397
456 397

Emoluments disclosed above (excluding penston contnibutions) include amounts pad
'tI(?he highest paid director 372 397

No reurement benefits have been accrued for the directors (2005 Nil) under the Bayer Group Pension Plan

Employees

Number of employees
The average monthly number of employees (including directors) during the year was

2006 2005
Number Number
Sales and Markeung 399 383
Research and Development 67 68
General Adminisiration 142 2
608 453
Employment costs 2006 2005
£000's £ 000's
Wages and salanes 37,206 31,491
Social secunty costs 3,188 2,646
Orther pension costs {see note 5(1)} 19,568 9,398
59,962 43,535
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Bayer Plc

Notes To The Financial Statements (continued)
For the year ended 31 December 2006

Ulamate parent undertaking

At 31 December 2006, the company's inmediate parent company 1s considered by the directors to be Bayer HealthCare
AG, which 15 incorporated 1n Germany The ultimate parent undertaking 1s Bayer AG whach 1s incorporated 1n Germany
and 1s the parent undertaking of the smallest and largest group to consolidate these financial statements

Copies of the financial statements of Bayer AG may be obtained from
Investor Relations

Bayer AG

Kaser-Wilhelm Allee

51368 Leverkusen
Germany

Post balance sheet events

On 1 July 2007 the company will acquire the business and assets of Schenng Health Care Ltd The Schenng business
will be integrated into the exising pharmaceuncals business The division will be known as Bayer Schening Pharma
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