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2 DIRECTORS’ REPORT

The directors of Pilkington plc present their annual
reportand the audited financial statements for the year
ended 31st March 1998.

The Group profit and loss account for the year is
setout on page 16 and in the accompanying notes.

Principal activities

The principal activities and operations of the Group
aredescribed on pages 5 to 14 of thenual Review
andSummary Financial Statemefithe principal
subsidiary undertakings are listed on page 46 and the
principal joint ventures and associates in notes 17 and
18respectively of the notes to the financial statements.
Further information, including details of important
eventsaffecting the business of the companyitsr
subsidiaries, is given in the ChairmaiStatement and
the Financial ReviewDetails of significant acquisitions
anddisposals are given in the Financial Review

Results and dividends
Profit on ordinary activities before taxation and
exceptional items was £125 million (1997 £132 million).
The loss on ordinary activities before taxation but
afterexceptional items was £100 million (1997 profit
£77million). Theloss attributable to shareholders of
Pilkington plc was £18mnillion (1997 profit £2 million).
The directors recommend the payment of a final
dividend of 3.25p per ordinary share which, taken with
the interim dividend of 1.75p per ordinary share paid on
13thFebruary 1998, makes a total dividend for the year

of changes in the share capital are shown in note 31 to
thefinancial statements.

Substantial shareholdings

At 2nd June 1998, the following substantial interests
(3% or more) in the company'ordinary share capital
had been notified to the company:

% of issued share
capital

Number of shares
(millions)

Schroder Investment

Management Limited 154.6 14.2
Franklin Resources, Inc. 1325 12.1
MercuryAsset

Management Limited 104.0 9.5

Research and development

Research and development expenditure for the
Pilkington Group amounted to £43 million for the
yearto 31st March 1998 (1997 £51 million). Just under
half of this expenditure was in the United Kingdom,
primarily at the PilkingtoTechnology Centre at
Lathom, Lancashire, artie remainder was at

the Groups R&D facilities atsites in the USA
andEurope.

Employment policy and practice

At 31st March 1998 there were 35,400 people working
for the Group worldwide. Of these, 17% were
employedin the United Kingdom, 46% in the rest of

of 5.0p per ordinary share (1997 — 5.0p). Payment of the Europe, 20%n NorthAmerica and 17% in the rest of

recommended final dividend, if approved at Amaual
General Meeting, will be made on 14thgust 1998 to
shareholders registered on 10th July 1288with the
interim dividend, the final dividend will be paid as a
Foreign Income Dividend (FIDA scrip dividend
alternative cannot be fefed to shareholders on

this occasion.

Share capital
At 31st March 1998 there were 1,042 million ordinary

the world.

Pilkington’s human resources policy and
practiceis designed to secure the goodwill, motivation,
commitment and contribution of all employees to
theaims and success of the busind$se Groups
policy statement has been distributed to all Group
companies.

The Group has a long established and well
recognised policy of encouraging employee involvement
through communication and consultation on a wide

shares of 50p each in issue (1997 — 1,036 million shares)range of issuesVherever possible, employees are
Options were granted in the year to employees and invited to participate in multi-disciplinary quality

directors under the compasyshare option schemes in

respect of 16.4 million shares (1997 — 8.3 million shares).

andprocess improvement activities.
The Group publishes an international magazine,

On 4th May 1998 on the exercise of the warrants, a Pilkington Focuswhich communicates the Grosp’

further 47 million ordinary shares of 50p were issued.
Theremaining 6 million warrants lapsed. Further details

interim and final results and exchanges news on
Groupbusinesses.



A European Forum is well established, at which senior
management and employee representatives from the
Groups European operations meetnually to exchange
information and views on thaeusiness.

Equal opportunities

Pilkington is committed to a policy of equal
opportunities in all its companies and to meeting its
obligations to der employment opportunities to
disabled people and people becoming disabled during
their employmentA policy statement has been
distributed to all Group companies.

Training

The Group has a policy on people development which
embraces its commitment to the training and re-training
of employees at all levels in order to develop their full
potential A policy statement has been communicated to
all Group companied.he Group hagts own training
activity in the United Kingdom, which services core
management development programmes. Group
companies also have their own training programmes for

their employees. During the year more operations within

the United Kingdorhave achieved the Investors in
People award. Most United Kingdom businesses have
now achieved this standard.

Health and safety
The Groups health and safety policy includes a
requirement for full health and safety audits of all
facilities. These cover management responsibilities,
standards and monitoring mechanisisopy of the
policy may be obtained from the company secretary
The Pilkington board is committed to achieving
best international standards of health and safety
throughout the Group.

Environment
Pilkington strives for the highest standards in all the
countries in which it operate&.copy of the Group
environmental policy may be obtained from the
company secretanin environmental review is
alsoavailable from the company secretary

More information on environmental issues may
be found in theAnnual Review

Pilkington and the community
During the year Pilkington made donations to charitable

organisations in the United Kingdom amounting to
£177,000 (199E223,000). Donations to charitable
organisations overseas amounted to £421,000 (1997
£450,000). No political contributions were made.

The board believes that all Group companies and
their employees benefit from making an appropriate
contribution to the communities in which they operate
and it will continue to encourage this.

Close company status

The close company provisions of the Income and
CorporationTaxesAct 1988 do not apply to
Pilkingtonplc.

Payments policy

The companyg policy in relation to the payment of its
suppliers is to settle its terms of payment with each
supplier when agreeing the terms of each business
transactionThe supplier is made aware of the terms
which are detailed on the compaspurchase orders.
It is company practice to abide by the agreed terms
of paymentTrade creditors amounting to £3 million,
reported in note 24 tthe financial statements,
represenB2 days of average daily purchases.

Directors

The directors of the company are shown on pages 20
and?21 of theAnnual Review and Summary Financial
Statement.

Mr John D Macomber is to retire as a director
following theAnnual General Meeting.

Mr Warren D Knowlton was appointed as an
executive director on 28th October 1997. In accordance
with the companyg Articles of Association he will der
himself for election as a director at thenual General
Meeting.

In accordance with the compasyrticles of
Association, Sir Nigel Rudd and Sir Michael Quinlan
will retire by rotation at thé&nnual General Meeting
and, being eligible, they will &r themselves for
re-election.

Apart from service contracts and share options, no
director of the company had any significant interest in
any contract with the company or its subsidiaries.

Directors’ interests
The interests of the directors and their immediate
families in the share capital of the company and the
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number of options held by them in respect of the
companys shares are set out in full in note 39 to the
financial statements.

Annual General Meeting

The notice convening thennual General Meeting to
beheld at the Pilkingtofechnology Centre, Hall Lane,
Lathom, Nr Ormskirk, Lancashire L40 5UF ©hursday
23rd July 1998 at1.30 am, is sent to shareholders
separately with this report, together wahexplanation
of the items of special business.

Auditors
The auditors, Coopers &brand, have expressed their
willingness to continue to act and a resolution proposing
their re-appointment as auditors to the company will be
submitted to thénnual General Meeting.

Coopers &L ybrand have informed the directors
of their intention to meye their practice with that of
PriceWaterhouseAssuming the meer is completed,
the directors intend to make the necessary arrangements
subsequently to appoint the new firm of
PricewaterhouseCoopers.

By order of the Board,

John McKenna
Secretary

4th June 1998
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The company complies with the Code of Best Practice

The directors have delegated to executive

incorporated in the Report of the Cadbury Committee on management the operation of the system of financial

the FinanciaAspects of Corporate Governance.

The Code of Best Practice provides for statements
of directors’and auditorstesponsibilities in respect of
the preparation of financial statemeritsese are to be
found on page 12.

The auditorsteport concerning the company’
compliance with those aspects of the Code specified by
the London Stock Exchange for their revi@ppears
onpage 6.

The Board of Directors

The Board of Directors, consisting of the chairman, the
chief executive, three executive and four experienced
independent non-executive directors, meets regularly
throughout the yeaihe board directs and controls the
Group and is responsible for strategy and operating
performance and, to enable it to disgeaits duties all
directors have full access to all informatiddl. directors
have access to the company secretamg any director

who, in furtherance of his duties, wishes to take external

advice may do so at the expense of the company

Internal control

Pilkington is committed to conducting its business with
competence, integrity and to a high ethical standsltd.
employees are expected to operate within a laid down
Code of Conduct (a copy of which may be obtained
from the company secretary).

The directors are responsible for the Grsup’
system of internal control which includes internal
financial control and also compliance with relevant
lawsand regulationsThe board has put jplace an
organisational structure, which includes committees of
the board, with clearly defined lines of responsibility and
delegation of authorityThe roles of the committees are
explained below

There are established procedures for planning,
capital expenditure control and treasury management
andinformation reporting systems for monitoring the
Group’s businesses and their performance.

A number of key areas are subject to regular
reporting to the board and board committees, including

control throughout the Group which enables the board to
meet its responsibilities for the integrity and accuracy of
the accounting records. Such a system can only provide
a reasonable and not absolute assurance against material
mis-statement or loss.

The internal financial control system is monitored
and supported by an internal audit function which
reports to management and to felit Committee on
the Groups operationsThe external auditors also review
and test the system of internal financial control and the
data contained in the report andafincial statements to
the extent necessary for expressing their audit opinions.

The board continues to review théeetiveness
of the internal financial controls operating throughout
the Group.

Board and Executive Committees
Certain matters are delegated by the board to
committees:

Management Committee

The committee consists of the executive directors and
certain senior managers under the chairmanship of
PaoloScaroni.The Management Committee formulates
policy and strategy for the boasdapprovalThe

committee is responsible for the development of annual
budgets and operating plans linked to the management
and control of the day to day operations of the Group
including the monitoring of performance against those
budgets and plans. It approves capital expenditure up to
pre-determined limits set by the boafthe committee

is also responsible for monitoring key research and
development programmes and the operation of licences
to or from the Group. It is responsible for ensuring that
board policies are carried out on a Group-wide basis.

Audit Committee

TheAudit Committee consists of all the non-executive
directors under the chairmanship of Sir Michael Quinlan.
The committee has responsibility for reviewing the
Groups internal financial control systems, the
accounting policies and the nature and scope of the

treasury operations and environmental, health and safetyinternal and external audifEhe chief executive, finance

and legal matterdhis is in addition to the regular
reports from the Group’individual businesses which
highlight areas of particular business risk or opportunity

director and chief internal auditdogether with the
external auditors, attend and report as appropriate.
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Remuneration Committee

The Remuneration Committee consists of all the
nonexecutive directors under the chairmanship of
Lord Simpson. It is responsible for determining the
companys overall policy for executive remuneration
and, in particulgrfor approving the terms and
conditionsof employment of the executive directors.
It determines appropriate performance conditions for

Report by the auditors to Pilkington plc on corporate
governance matters

In addition to our audit of the financial statements,

we have reviewed the directortatements on pages

5 and 6 concerning the compasigompliance with

the paragraphs of the Cadbury Code of Best Practice
specified for our review by the London Stock Exchange
and their adoption of the going concern basis in

bonus and executive share option schemes and approvegreparing the financial statemerife objective of our

awards and the issue of options in accordance with the
terms of those schemes.

The report of the Remuneration Committee is set
out on pages 7 and 8.

Senior Executive Development Committee

This committee consists of the executive directors,
together with the group director of human resources,
under the chairmanship of Paolo Scardiie committee
formulates and reviews senior management succession
plans and is responsible for the overall direction of the
development of the Groupmanagement resources.

Nomination Committee

The Nomination Committee comprises the chairman,
Sir Nigel Rudd, and up to five other directors.

The committee is responsible for nominating candidates
for the board as executive and non-executive directors.

review is to draw attention to non-compliance with
Listing Rules 12.43(j) and 12.43(v).

Basis of opinion

We carried out our review in accordance with guidance
issued by théuditing Practices Board'hat guidance

does not require us to perform the additional work
necessary to, and we do not, express any opinion on the
effectiveness of either the Grospsystem of internal
financial control or its corporate governance procedures
nor on the ability of the Group or company to continue

in operational existence.

Opinion
With respect to the directorstatements on internal
financial control on page 5, and going concern on
pagell, in our opinion the directors have provided the
disclosures required by the Listing Rules referred to
above and such statements are not inconsistent with the
information of which we are aware from our audit work
on the financial statements.

Based on enquiry of certain directors anficefs
of the companyand examination of relevant documents,
in our opinion the directorstatement on page 5
appropriately reficts the compang’compliance with the
other aspects of the Code specified for our review by
Listing Rule 12.43(j).

Coopers & lybrand
CharteredAccountants
London

4th June 1998
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The responsibilities of the Remuneration Committee,
which consists of all the non-executive directors under
the chairmanship of Lord Simpson, are summarised on
page 6The committees principal role is to determine

Scaroni does not receive a car or pension entitlement,
nor does he participate in the annual performance related
bonus plan.

Roger Leverton, who resigned as a director on

the terms and conditions of employment of the executive 20thMay 1997, was paid compensation in accordance

directors and to approve suitable performance related
pay formulae and the issue of options under the Gsoup’
senior executive share option and bonus schemes.

The committee confirms that the company complies
with the best practice provisions set out in Secli@f
the annexe to the Listing Rules of the London Stock
Exchange.

The committee is advised by the group director of
human resources and by external professional advisers.

Policy objectives

Key objectives of the remuneration policy are to
ensurethat salaries and incentives are aligned with

the performance of the Group and the interests of
shareholders and to enable the Group to attract, retain
and motivate the highest calibre of executive on a
worldwide basis.

In framing its remuneration policyhe committee
has given full consideration to Section B of the best
practice provisions annexed to the Listing Rules of the
London Stock Exchange.

The Group operates throughout the world and
executives are appointed to their positions frorfedét
countries. Remuneration arrangements are normally
tailored to the competitive requirements of their home
country

All elements of the terms and conditions of
employment are reviewed against external market data
drawn from the countries in which the Group operates,
with the help of independent advisers. In the United
Kingdom, the committee considers data supplied by
external advisers which is drawn from a sample of
comparator companies chosen on the basis of industry
sector size, complexity and international dimension.

Remuneration components

The normal remuneration arrangements for executive
directors andenior executives consist of basic salary
benefits including company ¢anedical insurance and
pension entitlement, performance related bonuses and
longer term incentive programmes. Howevbe
international composition of the board means that the
arrangement for some directors is non-standard. Paolo

with his contract of service.

Executive directors'emuneration is normally
reviewed annually id\pril and any increase granted
takes account of market conditions and performance
for the previous year

Bonuses and longer term incentive programmes

In addition to basic salargxecutive directors (except
Paolo Scaroni) and senior executives are eligible for an
annual performance related bonus which is not
pensionableThis bonus is designed to et both the
Group’s performance and the executs/ebntribution to

it and ispayable only if specific profit and casbvil
performance tajets are mefThese tagets are set each
year by the Remuneration Committee and payments to
executive directors for 1998 were capped at a maximum
of 50% ofbasic salaryNo bonuses were paid to
directors for 1998 (1997 nil).

Share options and deferred bonus plan

The Group strongly believes in the value of employee
participation in share option and share purchase
schemesn order to align their interests with those of
shareholderdAs a result of such schemes, many of
the Group's employees in the United Kingdom and
overseas have interests in Pilkington shares.

The Group operates three types of share option
scheme: a worldwide scheme for all employees where
legislation permits, a savings-related scheme for all
United Kingdomemployees and an executive scheme
in the United Kingdom andverseas.

The Remuneration Committee, which administers
the executive scheme, has resolved that options granted
in or after December 1994 will only be exercisable if
certain performance @ets are met.

The committee has initially set two gets,
theachievement of either of which will in normal
circumstances be a condition precedent to the exercise
of the option.The first taget will require the growth
in the companyg earnings per share, before exceptional
items, over a period of three consecutive financial years
to exceed the rate of price iatilon over that period by
atleast 6%The second tget requires the total
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shareholdereturn on a Pilkington share over a rolling
period of three years to exceed the total shareholder
return of the FISEActuariesAll Share Index over the
same period.

Upon his appointment as group chief executive,

pension on retirement of two thirds of pensionable
salary It is partly funded through a personal pension
plan and the balance is unfunded but fully provided
in the financial statements.

Glen Nightingale is a member of the Pilkington

Paolo Scaroni was granted a series of options in respect Executive Pension Scheme which entitles him to a

of 3,550,000 shares, of which 1,307,692 will be satisfied

pension on retirement of two thirds of pensionable

by new issue shares and 2,242,308 by shares purchasedsalary The company pays an annual contribution to

in the market by an employee share trlike options

are exercisable in stages between three and six years
after grant and subject to the achievement of share
priceand earnings per share growtlges of
15%perannum.

Underthe deferred bonus plan the companyiost
senior executives worldwide can invest half or all of any
annual cash bonus, after tax, in the compaskiares
which, if left in the plan for three years, will be matched
by the company on a one for one basis.

Details of directorsoptions and deferred bonus
plan entitlements are given in note 39 to the financial
statements.

Directors’ contracts

Each of the executive directors has a contract of service
which is terminable by the company on giving not less
than two yearsnotice.The committee considers the
notice period of two years to be reasonable and
appropriate in the context of an international group.

External directorships

The committee believes that the company can benefit
from its executive directors holding non-executive
appointments and also believes that this represents a
valuable opportunity in terms of personal and
professional development. Such appointments are
subject to the approval of the board and it is the
companys practice that fees derived from one such
appointment may be retained by the executive director
concerned.

Pension arrangements
Only the basic salary of executive directors is
pensionable.

Paolo Scaroni is responsible for his own pension
arrangements.

Andrew Robbs pension arrangements aréeafed

the pension scheme of 30% of salary

Warren Knowlton is a member of the United States
based Libbey-Owens-Ford pension schemes which are
effectively money purchase arrangemeiitse company
pays an annual contribution to these schemes of 30% of
salary net of tax.

Non-executive directors

The fees of the non-executive directors are determined
by the executive directors in consultation with the
chairman and on the basis of external advitey are

not part of the Remuneration Commitee2mit.The
non-executive directors receive a basic fee of £22,000
per annum, plus an additional sum of £3,000 per annum
in respect of committee chairmanshiey do not have
contracts of service, are not eligible for pension scheme
membership, and do not participate in any of the
Groups bonus, share option or other incentive schemes.

by the Inland Revenue earnings cap on approved pension

benefits. His pension arrangements entitle him to a
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Accounting policies

The new United Kingdom standard, FRS 9, on
accountingor associates and joint ventures, has
beenadopted in the financial statements.

As a result, the profit and loss account now includes
Pilkington’s proportionate share of turnovand the
results of associates and joint ventures have been
includedon each line of the profit and loss account.
Both the profit and loss account and the balance sheet
presentations have been restated to comply with the
new standardAdditional disclosures, as required under
FRS 9, are made in notes 17 and 18.

plansto ensure that there is no disruption to the business.
Progress in implementing plans is monitored by Group
information systems department and by Group internal
auditagainst identified project milestones.

Theresourcesequiredto achieveYear2000compliance
will be provided from normal revenue budget:écessary
by reallocation of budgeted expenditures.

Since resolving th&ear 2000 problem will be partly
achieved from planned upgrades or new systems, the
total cost of remediation cannot be defil precisely
Excludingnew systems developments, it is estimated that
approximately £10 million will be spent on conversion of
existing systems.

Acquisitions and divestments

Additional shares in both Pilkington Sandoglass Sp.z 0.0.Economic and monetary union in Europe

(Poland) and Changchun Pilkington Safety Glass Co Pilkington businesses are preparing for the advent of
Limited (China) were acquired during the year asinglecurrency in Europe in 1998round 32% of the
convertingthese former associates into subsidiaries. Group’s turnover is currently denominated in national
A technical mirror business based in Birmingham was  currencies which are committed to convert to the euro
acquired from the Kenmore Group, and an additional in 2002. Surveys of the requirements of major customers
holding was acquired in Santa Lucia Cristal S.A.C.I.LF  have been undertaken and both internal business and
in Argentina, taking the latter to 100% ownersHipe functional working party groups have been developing
automotive glass replacement businesses in Canada andanddirecting Pilkingtons policies for the introduction
New Zealand were sol@he net eect ofthese changes of theeuro.

increased turnover for the year by fhélion and Where necessarpusiness information systems
increased operating profit by £3 million. arebeing upgraded and stafained to handle euro-

In addition,the Grouphasmadea profit of £20 denominated transactions, including dual currency
million from realising its holding of the ‘Bllassordinary ~ transactions in the transition period from 1st January
shares in the joint venture Pilkington Optronics Limited. 1999to 1st January 2002, the latest date for the

introductionof euro notes and coins.
Year 2000 compliance The Groups European businesses will adopt the
The company has implemented a worldwide programme euroastheir reporting currency from financial
to manage the risk that computer systems and equipmentyear2000,although local operating companies will

with embedded microprocessors dear 2000 compliant.
This is to mitigate the risk of computers or equipment
malfunctioning at the millennium change.

The Group programme identifies three categories of

phasein the euroas their functional currencgepending
onthe speed dfransition to the euro in their
local economy

In the short term, the Group does not expect the

risk: computer systems supported in-house, systems andcostsor benefits from the introduction of the euro to
equipment not supported in-house, including equipment havea material efect on trading performance.

with embedded microprocessors used in manufacturing

process control, and the risk to Pilking®business of
problems encountered by suppliers.

Group profit and loss account
Turnover from continuing operations at £2,701 million

All hardware and software suppliers have been
askedto confirm compliance witear 2000
requirementsnd to sign appropriate warranties.

Group companies have completed an analysis
of their business process and supporting systems to
determine the scale of tiv@ar 2000 problems and
risks. They have prepared and are now implementing

showed an increase of 2% on the previous,yaaronstant

exchange rates. Sales volumesre 5% up on 1997, though

lower selling priceslampened the f&fct on sales value.

Building products accounted for 49% of turnqver

automotive products for 44%, and technical products for 7%.
Operating profits from continuing operations before

exceptional items of £135 million wer&% down on the
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previous yearFlatand safety glass profits in Europe of
£78 million were 28% up on 1997, due to sales volume
growth and cost savings arising from the substantial
restructuring programmes in automotive and building
products.

In NorthAmerica, profits of £35 million were nearly
half the previous ye&s, due to production problems with
plant relocations and new product introductions in
original equipment automotive products, and due to a

Investment income and interest

Interest payable less receivable, net of investment income
of £3 million, was £66 million, which was very similar

to the net chage in the previous yeaadjusted for the
changed treatment dfitro Plan. Net interest costs
werecovered three times by profit before interest and
exceptional items.

Profit before taxation

change in the mix of customers served in the automotive Profit before taxation and all exceptional items of

glass replacement business.

Profits of £44 million in the rest of the world were
the same as last ye&trong growth and cost saving
measures in Brazil amsrgentina ofset the impact of
increasing competition on profits, thou§bstralia was
affected by low priced imports from South EAsfa.

Joint ventures and associates
Joint ventures and associates contributed £290 million
to turnover and £56 million to operating profits.

The 35% shareholding Mitro Plan SAde CV
previously accounted for as a trade investment, is now
treated as an associaldis recognises the role
which Vitro Plan is playing in servicing Pilkingtasy’
global automotive glass contracts which require
Mexicansourcing.

Exceptional items
An exceptional chge of £225 million, net of profits
ondisposals of assets and businesses, has been taken

partly to cover exceptional contract losses, but, primarily

to reduce costs and to improve productivity in
manufacturing plants and to cover the rationalisation
of the building products downstream glass processing
anddistribution businesses in the United Kingdom,
Germany and\ustralia.This includes plant closures,
thewrite down of redundant assets and redundancy
costsand provision for such costs in Germanke
chage also covers a worldwide programmeéduce the
fixed cost base substantially; as a consequence over
7,000job reductions will take placever the two years
to 31st March 1999. Due to tlseale of the restructuring,
all redundancy costs, totalling Blmillion in 1998,
havebeen treated as part the exceptional chge.

In the previous yearredundancy costsyhich totalled
£13million, were chaged to operating profit, and

it is anticipated that the Group wikevert to this
practicein future.

£125million represented a 5% reduction on the reported
result for 1997The loss before taxation after exceptional
items was £100 million (1997 profit £7illion).

Thetax chage for 1998 of £56 million oprofits before
exceptional items (1997 £47 million), represented an
effective tax rate of 45% (1997 — 36%).

Earnings and dividends

Profit attributable to minorities, before exceptional items,
of £22 million fell 10% from last yeadue to lower

profits in NorthAmerica.

Earnings per share attributable to shareholders
beforeexceptional items fell from 5.8p in 1997 to
4.5p,basedon the average number of shares in issue
of 1,038 million.

The directors have proposed a final dividend of
3.25p per share, making 5.0p for the yeschanged
from last yearThe final dividend will, like the interim,
bepaid in FID form. Dividends are covered nearly once
by earnings before exceptional items.

Cash flow and investments
Operating profit and depreciation generated £283 million,
£14 million less than in 199Although sales volume
grew by 5%, the investment in working capital increased
by only £6 million, as compared to an ol of
£34million in 1997. Exceptional restructuring cost
£100million of cash (1997 £35 million).

Cash fow from operations totalled £184 million, a
reduction of £104 million from 1997. Details are shown
in note 34 to the financial statements. Dividends received
from joint ventures and associates of £17 million
compared with £13 million received last year

Returns on investments and servicing of finance cost
£84 million (1997 £38 million), the change beingkely
due to a reduction in dividends from investments, and to
timing differences in payments to minority shareholders
in connection with the purchase of the German



preference share$axation paid of £42 million was
slightly less than last year

Purchase of tangible fixed assets totalled
£201million (1997 £170 million)After taking account
of assets acquired under finance leases, capital
expenditure totalled £206 million (1997 £186 million).
This includes £40 million expenditure on cold repairs
of float glass plants &teiherhammer in Bavaria, and
at Rossford in Ohio. More than £50 million of
expenditure wasdirected to the restructuring and
expansion of the European automotive business.

Acquisitions in Poland, China, Soumerica and
the United Kingdom cost £27illion, compared with
£10 million last yearProceeds from divestments of
businesses and asset disposals totalled £98 million
(1997£101 million).

Net cash outfiw before financing and dividends
was£55 million, which compared to an iafl/ of
£140million last year

Funding

During the yearthe Group bought in the preference
shares in Pilkington Deutschland for £109 million out
of the proceeds of a new preference share issue of
£191million issued by a finance subsidia@ther
borrowing facilities were also extended, both in amount
and maturity Following the year end, 47 million of the
outstanding warrants, giving shareholders the right to
acquire ordinary shares @t@lp per share, were exercised,
raising £54 million in new equityrhe remaining

6 million warrants expired on 4th May 1998.

Borrowings and shareholders’ funds

Borrowings, net of cash and marketable investments,

were £559 million at 31st March 1998, an increase of

£35million. The strength of sterling reduced net debt by

£38 million at 31st March 1998he net debt/total

equityratio was 62%, up from 47% a year earlier
Shareholderdunds at 31st March 1998, including

minority interests, were £906 milliofthe reconciliation

of the movement in shareholdefishds set out on

11

Treasury policy
The operation of the Groupbusinesses around the world
gives rise to extensive foreign currency and interest rate
risks, which the Group manages actively

The Group is exposed to two types of foreign
exchange risk: balance sheet (translation) and transaction
(receipts and payments). In relation to the forrties
proportion of assets located in each major currency block
is matched with an appropriate level of borrowings in the
same group of currencies. Currency borrowings may take
place in the local market, or in the United Kingdom, or
may be created synthetically through currency swaps.
Details are provided in note 26 to the financial
statementsTransaction exposures are hedged when
known, mainly using the forward hedge market.

The Group maintains a balance of fixed andtfhg
rate debt to hedge its interest rate rifke balance of
fixed and fbating rate debt is adjusted from time to time
through the use of interest rate swajts31st March
1998, 65% of gross borrowings were at fixed rates
(1997—- 54%).

The Group has established clear policies and
procedures covering the use, authorisation, mark
to market valuation and reporting of derivative
instrumentsncluding currency and interest rate
swaps.Compliance with these policies and procedures
is checked regularly by internal and external auditors.
Speculation is strictly forbidden.

Capital commitments

At 31st March 1998 the Group had placed contracts,
not provided for in the financial statements, for plant
andequipment totalling £42 million, compared with
£37million at 31st March 1997.

Financial resources
At 31st March 1998 the Group had available but undrawn
committed borrowing facilities totalling approximately
£373 million with maturity in excess ohe year

After making enquiries, the directors have a
reasonable expectation that the Group and the company

pagel? of the financial statements shows a net reductionhave adequate resources to continue in operational

of £278 million, of which £235 million was in respect
of retained losses, including the net exceptionalggar
of £228 million, and the balance was due to the
strengthening of sterling during the year of £68 million,
net goodwill written of of £13 million, ofset by other
credits of £38 million.

existence for the foreseeable future and therefore
continue to adopt the going concern basigreparing
the financial statement§he auditors, Coope&
Lybrand, have reported on page 6 on the extent of
compliance with the Cadbury Code of Best Practice
asit relates to going concern.



12 DIRECTORS' RESPONSIBILITY IN RESPECT OF THE PREPARATION OF FINANCIAL STATEMENTS

The directors are required to present for each accounting period financial statements which comply with the provisions

of the CompanieAct 1985 and give a true and fair view of the state fairaf of the Group and the company as at the

end of the accounting period and of the profit or loss of the Group for that period. In preparing the financial statements,
suitable accounting policies, framed by reference to reasonable and prudent judgements and estimates, are used and
applied consistenthApplicable accounting standards are followed subject to any material departures being disclosed

and explained in the notes to the financial statem&hesdirectors are required to prepare the financial statements on a
going concern basis unless it is inappropriate to presume that the Group will continue in blkendggctors are also
responsible for maintaining proper accounting records, safeguarding the assets of the Group and taking reasonable steps
for the prevention and detection of fraud and other irregularities.

REPORT OF THE AUDITORS TO THE MEMBERS OF PILKINGTON PLC

We have audited the financial statements on pages 13 to 46.

Respective responsibilities of directors and auditors
As described above, the companglirectors are responsible for the preparation of financial statements. It is our
responsibility to form an independent opinion, based on our audit, on those statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance wiitiditing Standards issued by tAediting Practices BoardAn audit

includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements.
It also includes an assessment of the significant estimates and judgements made by the directors in the preparation
of the financial statements, and of whether the accounting policies are appropriate to the coamgbiing Group’
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us withfguént evidence to give reasonable assurance that the financial statements
arefree from material mis-statement, whether caused by fraud or other irregularity otrefooming our opinion

we also evaluated the overall adequacy of the presentation of information in the financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the stafaicf af the company and the Group at
31st March 1998 and of the loss, total recognised losses andaasioflthe Group for the year then ended and have
been properly prepared in accordance with the CompAoies985.

Coopers & lybrand

Chartereddccountants and Register@dditors
London

4th June 1998



The Groups financial statements are prepared in
accordance with the historical cost convention
modifiedby the revaluation of certain assets.
Thefinancial statements are also prepared in
accordancevith Accounting Standards applicable
in the United Kingdom.

The Group has adopted FRS 9 on associates and
joint venturesAs a result of the adoption of FRS 9,
the Group’s profit and loss account and balance
sheeffor 1997 have been restated to incorporate the
extradisclosures required under the new standard
(seel3 below).

In addition, the segmental analysis has been
restated, as described in note 1 to the financial
statements.

A summary of the major Group accounting policies
which have been consistently applied, apart from the
changes referred to above, is set out below

1 Group consolidation

The Groups financial statements consolidate the
financial statements of Pilkington plc and all its
subsidiary undertaking$Vhere appropriate, the
financialstatements of overseas subsidiary
undertakingsre adjusted to conform with the
Group’s accounting policies. Unrealised profits
onintra-group transactions are eliminated on
consolidation.

The results of subsidiary undertakings acquired
during the year are included from the date control of
thatundertaking passes to the Group.

Any difference between the cost of acquisition of
asubsidiary undertaking and the fair value of its net
assets at acquisition is taken to goodwill reserve in the
year of the acquisition.

The results of subsidiary undertakings are
includedup to the date that the undertaking ceases
to be a subsidiary either through disposal or through
alossof control exercised over that compaififie profit
or loss on disposal is calculated by referetacthe net
asset value at the date of disposal adjusted for any
purchased goodwill on acquisition in &g as this has
not previously been chged through the profit and loss
account and can also subsequentlydeatified.

2  Foreign currencies
Assets and liabilities denominated in foreign currencies,
including those of subsidiary undertakings, joint
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ventures and associates, are translated into sterling at
year end exchange rat@he results and castofs of
overseas subsidiary undertakings, joint ventures and
associates are translated into sterling at the average
exchange rates ruling during the financial year

The principal exchange rates used for translation
of foreign currencies were as follows:

1998 1997

Average Year Average Year

end end

German DM 291 3.10 2.46 2.73
us s 1.64 1.67 1.59 1.63
Australian $ 230 253 2.01 2.08

Exchange dferences arising on the translation of
thenet assets of overseas subsidiary undertakings, and
on the translation of foreign currency borrowings used
to finance overseas subsidiaries, are taken to reserves.
Other exchange di#rences are taken to the profit and
loss account.

Currency swap agreements and forward exchange
contracts are used as part of the process of managing
theeffect of changes in currency rates on the Greup’
assets and long term borrowings denominated in
foreign currenciesThe resulting unrealised gains or
losses orswap agreements used to hedge foreign
equityinvestments are accounted for through
revaluationreserve, with adjustment also being made
to the relatedorrowings.

For high infation countries, the translation from
local currencies to sterling makes allowance for the
impact of infation on the local currency results in
accordance with UITF 9.

3 Turnover

Group turnover is based on the invoiced value of sales,
excludingVAT and other sales based taxes, and includes
the proportion of the sales value of long term contracts
relevant to their state of completion. Group turnover
includes sales by the Group to joint ventures and
associates, but excludes sales by joint ventures and
associates.

4 Licensing income

Licensing income and technical fees are credited directly
to the profit and loss account as they accrhe.income
includes receipts from overseas subsidiary undertakings



14 ACCOUNTING POLICIES

(the cost of which is chged against their operating
profit), joint ventures and associates.

5 Deferred income

Regional development grants and other investment
grants are taken to deferred income and are released to
the profit and loss account in appropriate instalments
relating to the type and nature of expenditure they
areintended to fund.

6 Research and development
Revenue expenditure on research and development
is chaged against the profits of the year in which it
is incurred.

Capital expenditure on research laboratories,
equipment and plant is writtenfafver its expected
working life.

7  Retirement benefits
The pension cost relating to defined contribution
schemes operating in the United Kingdom is the
amountof the contribution payable in the respective
financial year

The pension cost relating to defined benefit

schemes operating in the United Kingdom is assessed in

accordance with the advice of independent qualified

8  Glass tank repairs
A chage is made annually against profits to provide
for the accrued proportion of the estimated revenue
costof major glass tank repairs which are carried
out periodically

The actual revenue cost of such repairs, when
incurred, is chayed against the provision.

9 Tangible fixed assets

Tangible fixed assets are stated at historical cost or in
certain cases at valuatiokssets held at valuation
principally relate to tangible fixed assets located in
countries subject thyperinfation.

Certain other tangible fixed assets, principally
properties, are revalued annually on an open market
existing use basis by employees of the Group who are
also qualifiedvaluers.

In the case of businesses acquired by the Group as
going concerns, the fair value attributed to the tangible
fixed assets at the date of acquisition is treated as their
cost tothe Group.

Interest costs relating to major tangible fixed assets
under construction are included in the cost of such assets
and are depreciated as part of the total cost.

10 Depreciation

actuariesThe amounts so determined include the regular Freehold land is not depreciated.

cost of providing the benefits under the plans, which it is

intended should remain at a level percentage of current
and expected future earnings of the employees covered
under the plans/ariations from the regular pension

Depreciation is chged on all other categories of
tangible fixed assets so as to writétbe cost, or where
applicable the valuation, by equal annual instalments
over the expected lives of the assets, such depreciation

costs are spread on a systematic basis over the estimatedommencing at the start of the half year after the asset

average remaining service lives of current employees in
the plans.

Retirement plans of non-United Kingdom
subsidiaries are accounted for in accordance with local
conditions and practic&Vith minor exceptions, these
subsidiaries recognise the expected cost of providing
pensions on a systematic basis over the average
remaining service livesf employees in accordance
with the advice of qualified actuaries.

The policy in respect of the cost of providing
healthcare benefits to retired employees, principally in
the USA, accords with UITF 6, and is similar to that
used to account for pension obligatiofke annual
chage to the profit and loss account is determined on a
systematic basis over the service lives of employees in
accordance with the advice of qualified actuaries.

is commissionedThe average asset lives used under
this policy approximate to 40 years for freehold and
long leasehold buildings and 15 years for plant and
machinery Short leasehold buildings are depreciated
over the life of the lease.

11 Leases

Assets held under finance leases are included in tangible
fixed assets at cost and are depreciated over the shorter
of the lease term or their useful life. Obligations relating
to finance leases, net of finance ¢earin respect of

future periods, are included as appropriate under
creditors due within or after one ye&inance chaes

are allocated taccounting periods over the lease term

to reflect a constant rate of interest on the remaining
balance of thebligation.



Rentals under operating leases are gdwito the profit
and loss account as incurred.

12 Subsidiary undertakings

The parent company carries its investments in subsidiary

undertakings at historical cost less any permanent
diminution in value.

13 Joint ventures and associates

The Group has adopted tAecounting Standard FRS 9
under which investments in undertakings which are
jointly controlled are treated as joint ventures.
Investments in undertakings where Pilkington has a
participating interest, where the investment is held for
the long term and where Pilkington exercises significant
influence, are treated as associates.

The Groups share of turnover and the component
elements of the profit and loss account are disclosed
separately for both joint ventures and associates in the
Groups profit and loss account.

The Group revalues its interest in both joint

ventures and associates each year at the underlying net

asset valueas shown in the financial statements of the
companies concernetihese valuations are incorporated
in the financial statements of the Group anéedinces

in the valuations are taken to reserves and are disclosed

in the statement of total recognised gains and losses.
Joint ventures are disclosed using the gross equity

15

15 Deferred taxation

Deferred taxation is provided on the liability method at
current or expected future rates of tax in respect of:

i)  timing differences between profits as computed for
tax purposes and profits as stated in the financial
statements;

other timing diferences; and

advance corporation tax which it is expected will
be set of against United Kingdom corporation tax
liabilities of future years

i)
ii)

except to the extent that, in the opinion of the directors,
the potential tax liability or asset will not become
payable or recovery made in the foreseeable future.

method under which the aggregate gross assets and gross

liabilities underlying the net amount included for the
investment are disclosed on the balance sheet.

14 Stocks and work in progress

Stocks and work in progress are valued at the lower of
cost and net realisable value. Cost includes all direct
expenditure and works overhead expenditure incurred
in bringing goods to their current state under normal
operating conditions.

The value of work on long term contracts is stated
atcost including an appropriate proportion of overhead
expenditure. Deductions are made for any foreseeable
losses and progress payments received or receivable.



16 GROUP PROFIT AND LOSS ACCOUNT
For the year ended 31st March 1998

Before Total including
exceptional items exceptional items
1998 1997 1998 1997
Restated Restated
Note £m £m £m £m
Turnover
Continuing operations 2,656 2,656
Acquisitions 3 45 45
Total continuing operations 1 2,701 2,878 2,701 2,878
Discontinued operations 2 - 41 - 41
Group turnover 2,701 2,919 2,701 2,919
Share of joint venturesind associatefirnover 4 290 177 290 177
Turnover including joint ventures and associates 2,991 3,096 2,991 3,096
Operating profit/(loss)
Continuing operations 129 (27)
Acquisitions 3 6 6
Total continuing operations 187 135 152 (21) 112
Discontinued operations 2 - (4) - (4)
Group operating profit 8 135 148 (21) 108
Share of joint venturesind associatesperating profit 4 56 28 56 28
Operating profit including joint ventures and associates 191 176 35 136
Profit/(loss) on disposal of fixed assets and investments 7 - - 4 (7)
Loss on disposal of operations 7 - - (73) (8)
Profit/(loss) before investment income and interest 191 176 (34) 121
Investment income 9 3 21 3 21
Interest payable less receivable 10 (69) (65) (69) (65)
Profit/(loss) on ordinary activities before taxation 125 132 (100) 77
Taxation 11 (56) (47) (62) (49)
Profit/(loss) on ordinary activities after taxation 69 85 (162) 28
Minority interests (including non equity shares) 12 (22) (25) (19) (26)
Profit/(loss) for the financial year attributable
to shareholders of Pilkington pic 47 60 (181) 2
Dividends 13 (54) (52)
Retained loss of the Group 32 (235) (50)
Earnings/(loss) per share 14 4.5p 5.8p (17.4)p 0.2p

The exceptional items clged against operating profits in 1998 were restructuringgehand contract rectification
costs totalling £15@nillion and in 1997 were £40 million in respect of restructuring, more fully described in note 7.



STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES 17
For the year ended 31st March 1998

1998 1997
£m £m
(Loss)/proft attributable to shareholders of Pilkington plc (181) 2
Other recognised (losses)/gains
Unrealised exchange rate movements on foreign currency net investments:
— subsidiaries (59) (108)
— joint ventures (2) (3)
— associates (7) -
Unrealised surplus/(deficit) on revaluations:
— tangible fixed assets - (1)
— joint ventures - (2)
— associates 33 -
Total other recognised losses (35) (114)
Total recognised losses relating to the year (216) (112)
Total losses recognised since last annual report (216) (112)

NOTE OF HISTORICAL COST PROFITS AND LOSSES
For the year ended 31st March 1998

There were no material grences between the reported loss on ordinary activities before taxation and the

historicalcost loss on ordinary activities before taxation for the.y®anilarly, there were no such tfences
in respect of 1997.

RECONCILIATION OF MOVEMENT IN SHAREHOLDERS’ FUNDS
For the year ended 31st March 1998

1998 1997

£m £m

(Loss)/profit attributable to shareholders of Pilkington plc (181) 2
Dividends (54) (52)
Other recognised losses (35) (114)
Acquisition goodwill written of (22) (7)
Goodwill written back 9 -
Shares issued 3 16
Premium on shares issued 2 21
Net decrease in shareholddisids for the year (278) (134)
Shareholderdunds at beginning of yeaas previously reported 837 971

Shareholderdunds at end of year 559 837




18 BALANCE SHEETS
As at 31st March 1998

1998

1997

Group Company Group Company
Restated
Note £m £m £m £m
ASSETS EMPLOYED
Fixed assets
Tangible fixed assets 15 1,566 7 1,596 7
Investments — subsidiary undertakings 16 - 1,128 - 1,093
Investments — joint ventures: 17
— share of gross assets 119 - 187 -
— share of gross liabilities (44) - (103) -
75 - 84 -
Investments — associates 18 78 - 25 -
Investments — trade investments 19 29 - 72 -
Total fixed assets 1,748 1,135 1,777 1,100
Current assets
Stocks 20 375 - 398 -
Debtors — amounts falling due within one year 21 469 17 486 12
— trade debtors subject to financing arrangements 21 36 - 25 -
— less non-returnable amounts received 21 (33) - (22) -
— total debtors falling due within one year 21 472 17 489 12
Debtors — amounts falling due after more than one year 22 89 - 97 8
Investments — marketable 23 31 5 39 -
Cash at bank and in hand 120 4 115 2
1,087 26 1,138 22
Creditors — amounts falling due within one year 24 820 133 693 59
Net current assets/(liabilities) 267 (107) 445 (37)
Total assets less current liabilities 2,015 1,028 2,222 1,063
FINANCED BY
Creditors - amounts falling due after more than one year 25 479 - 573 72
Provisions for liabilities and charges 27 612 20 512 13
1,091 20 1,085 85
Deferred income 29 18 15 14 18
Capital and reserves
Called up share capital 31 521 521 518 518
Share premium account 32 302 302 296 296
Revaluation reserve 32 67 - 176 -
Other reserves 32 202 41 213 45
Goodwill reserve 32 (350) - (377) (5)
Profit and loss account 32 (183) 129 11 106
Total equity shareholderg&inds 559 993 837 960
Minority interests — equity 33 136 - 122 -
— non equity 33 211 - 164 -
347 - 286 -
2,015 1,028 2,222 1,063

The financial statements on pages 13 to 46 were approved by the directors on 4th June 1998.

Directors: Sir Nigel RuddA. M. Robb.




GROUP CASH FLOW STATEMENT 19
For the year ended 31st March 1998

1998 1998 1997 1997
Restated Restated
Note £m £m £m £m
NET CASH INFLOW FROM OPERATING ACTIVITIES 34 184 288
Dividends received from joint ventures 7 13
Dividends received from associates 10 -
Returns on investments and servicing of finance
Interest — paid (excluding finance leases) (65) (62)
— paid (finance leases) (6) (8)
— received 16 20
Dividends — received from other investments 3 21
— paid to minority shareholders (32) 9)
Net cash outliw from returns on investments and
servicing of finance (84) (38)
Taxation paid (42) (44)
Capital expenditure
Tangible fixed assets — purchases (201) (170)
— disposals 15 40
Net cash outfiw from capital expenditure and financial investment (186) (130)
Cash (outthw)/inflow before acquisitions and financing (111) 89
Acquisitions and disposals
Purchase of — subsidiary undertakings 35 (16) (8)
— joint ventures, associates and other investments 35 (11) (2)
Disposal of— subsidiary undertakings 35 39 61
— joint ventures, associates and other investments 35 44
Net cash infbw from acquisitions and disposals 56 51
Net cash (outflow)/inflow before financing and dividends (55) 140
Equity dividends paid by parent company (51) (50)
Management of liquid resources — short term deposits 36 7 (1)
Financing
Issue of Pilkington plc ordinary shares 3 37
Issue of preference shares to minorities 191 8
Repayment of preference shares to minorities (109) -
New loans taken out 36 86 72
Loans repaid 36 (85) (208)
Finance leases repaid 36 (15) (16)
Net cash infbw/(outflow) from financing 71 (107)
Decrease in cash (28) (18)
Cash flows of subsidiaries and businesses acquired and Acquisitions Discontinued
discontinued in the year 1998 1997 1998 1997
£m £m £m £m
Net cash infhw/(outflow) from operating activities 8 (2) - (3)
Net cash outfiw from returns on investments and servicing of finance (2) - - -
Net cash outfiw from capital expenditure and financial investment (10) (5) - (3)
Net cash infhw/(outflow) from acquisitions and disposals - 3 - (5)
Net cash inthw/(outflow) from financing 184 - - (1)
Increase/(decrease) in cash 180 (4) - (12)




20 NOTES ON THE FINANCIAL STATEMENTS

1998 1997

Turnover Operating Net Turnover Operating Net

profit/(loss) operating profit/(loss) operating

. , . assets/ assets

Segmental analysis of the Group’s continuing (liabilities) Restated Restated Restated
operations before exceptional items £m £m £m £m £m £m
Building products 1,332 86 727 1,435 73 915
Automotive products 1,186 55 497 1,271 89 449
Technical products 178 16 109 163 9 111
Group operations and technology management 5 (22) (26) 9 (19) 2
2,701 135 1,307 2,878 152 1,477

Europe 1,544 78 746 1,687 61 900
North America 729 35 241 750 66 218
Rest of the World 423 44 346 432 44 357
Group operations and technology management 5 (22) (26) 9 (19) 2
2,701 135 1,307 2,878 152 1,477

The 1997 figures have been restated and the Group’s reported business lines now include technical products as a separate
activity in line with management reporting. In 1997 this activity was included within the figures reported for buildingsproduct
except for the aerospace activities in the UK and USA which were included within automotive products. Group operations and
technology management include other trading companies.

In addition, as the Group’s UK and European operations are managed together, disclosure is now made of these activities
under the heading ‘Europe’ and the 1997 comparative figures have been adjusted in this and subsequent notes.

Turnover derived from intra segmental transactions between building products and automotive products amounted to
£86 million in 1998 (1997 £101 million), between automotive products and building products amounted to £13 million
(1997 £13 million), and between building products and technical products amounted to £12 million (1997 £14 million).
Other intra segmental turnover is not material.

Net operating assets are analysed in note 6.

1998 1997
Turnover Operating Net Turnover Operating Net

. . . fit/(1 ti fit/(loss) ti
Segmental analysis of the Group’s discontinued profit/lloss] OPear:s'ené profioss Opzr:s'eri
operations before exceptional items £m £m £m £m £m £m
Other trading companies — Europe - - - 13 - -
— North America - - - 23 (4) -
— Rest of the World - - - 5 - -
- - - 41 (4) -

Discontinued operations in 1998 were not material and their results have been included within continuing operations in note 1.

Acquisitions

The profit and loss account on page 16 discloses the turnover and operating profit before exceptional items arising from
acquisitions. Turnover on acquisitions amounted to £45 million (1997 £13 million) and operating profit amounted to £6
million (1997 nil). The principal acquisitions in 1998 were the former associates, which became subsidiaries in the year,
namely Pilkington Sandoglass Sp.z 0.0. and Changchun Pilkington Safety Glass Co Limited. Further details regarding
acquisitions made in the year are disclosed in note 35.
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1998 1997
Turnover Operating Net Turnover Operating Net
fi fi

4 Segmental analysis of the Group’s share proft assets Restated Resfarfe; Reﬁ:fetz
of joint ventures and associates £m £m £m £m £m £m

Joint ventures
Building products 43 16 68 71 24 70
Automotive products 5 - 6 5 - 7
Technical products 57 3 1 58 3 7
Other trading companies 1 - - 1 - -
106 19 75 135 27 84
Europe 61 3 6 86 4 17
North America 1 - 1 1 - -
Rest of theNorld 43 16 68 47 23 67
Other trading companies 1 - - 1 - -
106 19 75 135 27 84

Associates

Building products 115 24 56 16 1 10
Automotive products 69 13 22 18 - 15
Other trading companies - - - 8 - -
184 37 78 42 1 25
Europe 4 1 - 17 1 10
North America 171 36 75 17 - -
Rest of theNorld 9 - 3 - - 15
Other trading companies - - - 8 - -
184 37 78 42 1 25
Total joint ventures and associates 290 56 153 177 28 109

The above disclosures arise from the Grewgaloption of FRS 9, the new accounting standard on joint ventures and associates.
The figures for 1997 have been restated to comply with FRS 9. Further details of the joint ventures and associates are
also given in notes 17 and 18 respectively

1998 1997
Group Group
5 Geographical analysis of the Group’s turnover by markets £m % £m %
This analysis of turnover shows the markets in which tloe@% products ae
sold, wheeas the egional analyses in notes 1 andelate to the domicile of the
Group undetakings making the sales.
Continuing operations
Europe — EU 1,343 50 1,459 51
— Non EU 138 5 153 5
North America 716 27 745 26
Australasia 197 7 234 8
SouthAmerica 227 8 223 8
Rest of theNVorld 80 3 64 2
2,701 100 2,878 100
Discontinued operations
Europe — EU - - 13 32
North America - - 23 56
Australasia - - 2 5
Rest of theNVorld - - 3 7

- - 41 100
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Continuing operations

1998 1997

6 Net operating assets £m £m
The net operating assetsfered to in note 1 comprise the following:

Tangible fixed assets 1,566 1,596

Stocks 375 398

Debtors - falling due within one year 442 465

— falling due after more than one year 36 33

Creditors — falling due within one year (496) (499)

— falling due after more than one year (5) (5)

Provisions (611) (511)

1,307 1,477

Creditors exclude loans and overdrafts, taxation on profits, finance leases and dividends. Debtors exclude taxation and
deferred taxation recoverable. Provisions include post-retirement healthcare benefits but exclude deferred taxation.

1998 1997
Continuing  Discontinued Total Continuing Discontinued Total
7 Exceptional items £m £m £m £m £m £m
Restructuring costs chged to
operating profits (156) - (156) (40) - (40)
Profit/(loss) on disposal of fixed assets and
investments (net) 4 - 4 7 - 7
Loss on disposal/termination of operations
Profit/(loss) on disposal 6 - 6 - (15) (15)
Provision created in the year (75) - (75) - (2) (2)
Previous provision utilised 5 - 5 - 9 9
Goodwill written back (9) - (9) - - -
(73) - (73) - (8) (8)
(225) - (225) 47) (8) (55)
Taxation (note 1) (6) 2
Attributable to minority interests 3 (1)
(228) (58)

The principal exceptional items in 1998 were as follows:

(a) A chage against operating profits of £156 million comprising restructuring costs, mainly in building products Europe,
totalling £141 million and which covers redundancyl@inillion), write-down of fixed assets (£3 million), other closure
costs (£28nillion), and exceptional contract rectification costs (gfilion).

(b) The profit on the disposal of fixed assets and investments includes the profits arising from the realisation déasise ‘B’

sharesn Pilkington Optronics Limited (£20 million) fsfet against the loss and provision for loss on disposal of certain other
fixed assets.

(c) The profit on the disposal and termination of operations is represented by the profit on the sale of the automotive glass
replacement businesses in Canada and New Zealand and the loss on the termination of operations in building products Spain.
Provisions of £75 million created in the year relate to the building products downstream operations in,Gdriianyill be
sold in 1998/99.
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1998 1997

Continuing Acquisitions Totai Continuing Discontinued Total
Statutory information £m £m £m £m £m £m
Turnover 2,656 45 2,701 2,878 41 2,919
Cost of sales (2,027) (32) (2,059) (2,245) (37) (2,282)
Gross profit 629 13 642 633 4 637
Net operating expenses:
Distribution costs (247) (4) (251) (243) (3) (246)
Administrative expenses (409) (3) (412) (278) (5) (283)
Operating (loss)/profit (27) 6 (21) 112 (4) 108

The 1998 figures for continuing operations include £156 million in administrative expenses in respect of exceptional
The 1997 figures include £40 million in cost of sales for exceptionajeban restructuring.

1998 1997
£m £m
Operating pofit is after chaging/(crediting):
Depreciation of tangible fixed assets — normal 148 149
— exceptional 17 26
Net (profit)/loss on disposal of tangible fixed assets (1) 1
Operating lease costs — plant and machinery 26 34
— property 23 21
Total research and development expenditure 43 51
— financed directly by customers (3) (2)
Auditors’remuneration:
Audit — Coopers & kbrand 2 2
Audit of the company £193,000 (1997 £237,000)
Other services provided by Coopers $bkand — UK - -
Other services provided by Coopers §bkand — Overseas 1 1
‘Y ear 2000computer software modification costs 3 -
Costs incurred in respect of the introduction of the ‘Eaworency - -
1998 1997
Investment income £m £m
Unlisted trade investments 1 19
Listed marketable investments 2 2
3 21

The figure for unlisted trade investment income for 1997 includes dividend incom¥ifrorPlan SAde C\/ which became

an associate on 1&pril 1997 (note 18).

1998 1997
Interest payable less receivable £m £m
Interest payable on — bank loans and overdrafts 30 31
— other loans 35 38

— finance leases 6 6

Less — interest receivable (15) (15)
56 60

Share of joint ventureiterest 4 2
Share of associateisiterest 9 3
69 65

Interest payable includes the results of interest rate swap transactions.

items.



24 NOTES ON THE FINANCIAL STATEMENTS

1998 1997
Taxation £m £m
Profit and loss account
The taxation chaye in the Goup pofit and loss account comprises:
United Kingdom corporation tax at 31% (1997 — 33%) 19 16
Less double taxation relief (17) (1)
2 15
Overseas taxation 37 31
Deferred taxation - (1
Advance corporation tax writtenft{fvritten back) 8 (3)
47 42
Under provision in respect of prior years - 3
47 45
Share of joint venturegaxation 4 4
Share of associatetsixation 11 -
62 49

The tax chage includes £6 million in respect of tax on exceptional items (1997 £2 million) (ndtkig}ax chage arises in
respect of the disposal of businesses and investments and includes an additionag¢aschdor year exceptional items.

1998 1997
Group Company Group Company

£m £m £m £m

Balance sheets

Assets(notes 21 and 22)

Debtors — amounts falling due within one year

Advance corporation tax recoverable 13 9 1 7

Corporation tax recoverable 12 - 12 -

Overseas tax recoverable 5 - 11 -
30 9 24 7

Debtors — amounts falling due after more than one year

Advance corporation tax recoverable - - 9 8

Deferred taxation on post-retirement healthcare benefits 53 - 55 -
53 - 64 8

Liabilities (note 24)

United Kingdom corporation tax 8 1 15 -

United Kingdom advance corporation tax on dividends 13 9 13 11

Overseas taxation 31 - 22 -
52 10 50 11

No provision has been made for additional taxation which would arise on the distribution of profits retained by overseas
subsidiary undertakings, joint ventures and associates.

At 31st March 1998 certain United Kingdom and overseas subsidiary undertakings had accumulated tax losses estimated
at £330 million (1997 £307 million) which are available faisef against future taxable profits in those compaAidgance
corporation tax written éfto date amounts to £27 million (1997 £19 million) and is available feebagainst future United
Kingdom corporation tax liabilitiesThe future benefit of these losses and advance corporation tax has not been accounted for
in the provision for deferred taxation (note 28).

The taxation credit to profits for the year arising from deferred taxation, calculated on a full liability basis, would amount
to £49 million (1997£26 million).
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1998 1997
Minority interests (profit and loss account) £m £m
Equity 13 15
Non equity 6 11
19 26
Net paid/payable
per ordinary share Net paid/payable
1998 1997 1998 1997
Dividends pence pence £m £m
Equity shaes:
Interim paid 13th February 1998 1.75 1.75 18 18
Final payable 14tAugust 1998 3.25 3.25 36 34
5.00 5.00 54 52
Earnings per share 1998 1997

Average number of shares

1,038m 1,031m

(Loss)/profit for the financial year attributable to shareholders of Pilkington plc

Add exceptional items (note 7)

Profit for the financial year attributable to shareholders of Pilkington plc
after adjusting for exceptional items

(Loss)/earnings per share

Adjusted earnings per share excluding exceptional items
The adjusted earnings per share is disclosed as an alternative figure for earnings/(loss) per share.

This measurement of earnings per share is considered by the directors to be a more meaningful
indication of the Groug’ underlying performance.

Loss per share on a nil distribution basis

£m £m
(181) 2
228 58
47 60
pence pence
(17.4) 0.2
45 5.8
(16.7) (0.1)
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Group Company
Land Plant, Total Land Plant, Total
and machinery and machinery
buildings  and vehicles buildings  and vehicles
Tangible fixed assets £m £m £m £m £m £m
At cost or valuation
At beginning of year 818 2,176 2,994 7 4 11
Exchange rate adjustments (65) (152) (217) - - -
Changes in composition of the Group 8 46 54 - - -
Additions during year 29 182 211 - - -
Transfers 10 (10) - - - -
Assets sold or scrapped during year (11) (54) (65) - - -
At end of year 789 2,188 2,977 7 4 11
Accumulated depreciation
At beginning of year 307 1,091 1,398 2 2 4
Exchange rate adjustments (26) (76) (102) - - -
Changes in composition of the Group (2) (4) (6) - - -
Depreciation for year 40 125 165 - - -
Transfers 2 (2) - - - -
Assets sold or scrapped during year (2) (42) (44) - - -
At end of year 319 1,092 1,411 2 2 4
Written down book value at end of year 470 1,096 1,566 5 2 7
Cost or valuation at 31st Maeh 1998 epresented by:
Valuations in 1997/98 29 34 63
Cost 441 1,062 1,503
470 1,096 1,566 5 2 7
Land and buildings at net book value comprises:
Freehold 448 5
Long leasehold 5 -
Short leasehold 17 -
470 5

Tangible fixed assets include the cost of assets in the course of construction and payments on account amounting to
£39million (1997£35 million).

Plant, machinery and vehicles include items acquired under finance leases comprising ddstrolli6fh
(1997£129million), accumulated depreciation of £41 million (1997 £38 million) and written down value of £69 million
(1997£91 million). Depreciation chged in the year on these assets amounted to £8 million (1997 £8 million).

If the revalued tangible fixed assets, totalling a net book value of £63 million (1997 £70 million), all of which were last
revalued in 1998 by @ters of the companies owning the assets, had been accounted for on an historical cost basis, their
historical cost would have been £91 million (1997 £98 million), accumulated depreciation £38 million (1997 £38 million)
andwritten down value at 31st March 1998 £53 million (1997 £60 million).

Interest capitalised in 1997 and 1998 was nil.

Additions during the year to tangible fixed assetsaralysed into the following business segments:

1998 1997
£m £m

Building products 60 78
Automotive products 131 97
Technical products 16 5
Group operations and technology management 2
Other trading companies 1 4
211 186

The depreciation chge for the year amounting to £165 million (1997 £175 million) includes exceptional asset write-downs of
£17 million (1997 £26 million).
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Shares Loans Total
Investments - subsidiary undertakings (company) £m £m £m
Cost
At beginning of year 537 556 1,093
Additions/loans advanced 1 60 61
Disposals/loans repaid - (26) (26)
At end of year 538 590 1,128

Pilkington plc increased its investment in a wholly owned subsidiary and acquired 100% of the ordinary share capital of
Pilkington Channel Islands Holdings Limited, a company registered in Englantfades.
Principal subsidiary undertakings are listed on page 46.

1998 1997
Group Grou;;
Restated
Investments - joint ventures £m £m
Cost orvaluation
At beginning of year 52 61
Exchange rate adjustments (2) (3)
Disposals (3) (4)
Transfer to subsidiary undertakings (2) -
Transfer to trade investments (1) -
Other movements - (2)
44 52
Share of post-acquisition pofits less losses
At beginning of year 32 26
Exchange rate adjustments - (1)
Disposals (6) -
Retained profits 5 7
31 32
Provisions
At beginning of year - (4)
Released on disposal - 4
At end of year 75 84
The Groups principal joint ventures are as follows:
Proportion of Accounting Activity Country of
issued shares date operation and
held incorporation
Cebrace Cristal Plano Limitada 50% 31.3.98 Glass manufacturing Brazil
Flovetro SpA 50%  31.12.97 Glass manufacturing I[taly

Pilkington Optronics Limited (Optronics) has been accounted for as a joint venture until the end of Marétt t2@8ime
Optronics undertook a capital restructuring and Pilkington disposed of its holding of tlas80ordinary shares to its joint
venture partnerPilkington retains 50% of the voting rights in the compamg is entitled to limited deferred consideration
based on future profits. It is now accounted for as a trade investment (note 19).

In addition, there are a further four joint ventures at 31st March 1998.

No significant additional taxation would be payable if the joint ventures were sold at the carrying value.

At 31st March 1998 the share of profits less losses retained by joint ventures included within the goditi@nd loss
account balance amounted to £31 million (1997 £32 million) of which £2 million (1997 £1 million) is considered to be
distributable, the remainder being subject to restriction within the countries in which the joint ventures operate.
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Investments - joint ventures continued

The Groups share of the net assets of joint ventures comprises:

1998 1997
£m £m
Fixed assets 97 130
Current assets 22 57
Liabilities due within one year (29) (82)
Liabilities due after more than one year (15) (21)
75 84
Additional disclosures are given in respect of the Gospare of Cebrace which exceeds certain thresholds under FRS 9,
asfollows:
1998 1997
£m £m
Turnover 58 62
Profit before taxation 13 20
Taxation (4) (3)
Profit after taxation 9 17
Fixed assets 91 99
Current assets 16 15
Liabilities due within one year (26) (36)
Liabilities due after more than one year (13) (11)
Net assets 68 67
1998 1997
Group.
Group Restated
Investments - associates £m £m
Cost orvaluation
At beginning of year 23 26
Exchange rate adjustments (7) -
Additions 1 -
Disposals (3) -
Transfer to subsidiary undertakings (19) (4)
Transfer from trade investments 48 1
Other movements 33 -
76 23
Share of post-acquisition pofits less losses
At beginning of year 2 4
Exchange rate adjustments (1) (1)
Disposals (2) -
Retained profits/(losses) 3 (1)
2 2
At end of year 78 25
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18 Investments — associates continued

The Groups principal associates are as follows:

Proportion of Accounting Activity Country of

issued shares date operation and

held incorporation

Vitro Plan SAde CV+ 35%  31.12.97 Glass manufacturing Mexico
and processing

WuhanYaohua Pilkington Safety Glass Limited 46%  31.12.97 Glass processing China

+Audited by a firm other than Coopers &Hrand.

The investment ivitro Plan SAde CV formerly treated as a trade investment, is now accounted for as an associate.
Thedirectors consider that the co-operation whi@no Plan SAde CVis providing to enable Pilkington to meet the Mexican
contents requirement of certain global automotive customers and the technical support which Pilkington is providing, makes
the treatment of this investment as an associate appropriate.

No additional taxation would be payable if the investments were sold at the carrying value.

At 31st March 1998, the share of profits less losses retained by associates included within tisep@rfoughd loss
account balance amounted to £2 million (1997 £2 million) of which £2 million (1997 £2 million) is considered to be
distributable.

The Groups share of net assets of associates comprises:

1998 1997

£m £m
Fixed assets 116 46
Current assets 48 13
Liabilities due within one year (32) (13)
Liabilities due after more than one year (54) (21)

78 25

Additional disclosures are given in respect of the Goshare oVitro Plan SAde CVwhich exceeds certain thresholds
under FRS 9, as follows:

1998

£m
Turnover 171
Profit before taxation 27
Taxation (11)
Profit after taxation 16
Fixed assets 114
Current assets 47
Liabilities due within one year (32)
Liabilities due after more than one year (54)

Net assets 75
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1998 1997
Group; Grou;;
Investments - trade investments £m £m
Cost orvaluation
At beginning of year 72 87
Exchange rate adjustments (6) (16)
Additions 10 2
Disposals (1) -
Transfer from subsidiary undertakings 1 -
Transfer from joint ventures 1 -
Transfer to associates (48) (1)
At end of year 29 72
Trade investments at end of year
Listed investments at cost 11 9
Unlisted investments at cost 18 11
Unlisted investment at 1985 directovsluation - 52
29 72
Historical cost of investments 29 30

No additional taxation would be payable if the investments were sold at the carrying value.

The Groups principal trade investment is Shang¥iaohua Pilkington Glass Co Limited (SYP) which operates and
is incorporated in China. Pilkington owns 8% of this compdeyd through a subsidiary undertaking. S¥guoted on
the Shanghai Stock Exchange. (1998 market value £19 million, 1997 £12 million.)

Listed investments also include 2,388,&hares in Pilkington plc, of which 2,242,308 shares were purchased in the year
in the market by an employee trust in respect of share options for Paolo Scaroni (note 39). (1998 nominal value £1 million,
market value £3 million.The other shares are held in respect of share optioAsflvtew Robb and other senior executives.

Unlisted investments at cost include the Grsupterest in the ‘Cand ‘E’class ordinary shares in Pilkington Optronics
Limited, a company registered in England. Optrorstsire capital and reserves, as at 31st March 1998, amounted to
£30million and its profit after tax for the year then ended, amounted to £4 million.

1998 1997

Grouﬁ Grourj
Stocks £m £m
Raw materials 71 73
Stores 30 37
Work in progress 36 39
Value of work completed on long term contracts 3 1
Finished goods 235 248

375 398
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1998 1997

Group Company Group Company
21 Debtors - amounts falling due within one year £m £m £m £m

Trade debtors 348 - 368
Amounts owed by — Group undertakings - 5 - 3
— Joint ventures 22 - 33 -
—Associates - - 1 -
Other debtors 44 3 37 2
Advance corporation tax recoverable 13 9 1 7
Corporation tax recoverable 12 - 12 -
Overseas tax recoverable 5 - 11 -
Prepayments and accrued income 25 - 23 -
469 17 486 12
Trade debtors subject to factoring arrangements 36 - 25 -
Less non-returnable amounts received (33) - (22) -
Total debtors falling due within one year 472 17 489 12

Certain trade debtors, subject to factoring arrangements, are discounted, whereby 90% of the outstanding balance is discounted
without recourse by banks in the ordinary course of busifiégsnon-returnable amount of the factoring arrangement is
deducted from the trade debtors concerned.

The directors report that the Group is not obliged to support any losses on the portion of the debt factored, nor does it
intend to do so, and the relevant banks have confirmed their agreement to this position in writing.

The factoring chae in the yearin respect of the above transactions, amounted to £1 million (1997 nil).

1998 1997
Group Company Group Company
22 Debtors — amounts falling due after more than one year £m £m £m £m
Other debtors 36 - 33 -
Advance corporation tax recoverable - - 9 8
Deferred taxation 53 - 55 -
89 - 97 8

Deferred taxation represents the tax relief calculated at a tax rate of 34% (1997 — 34%) on the US post-retirement healthcare
benefits.

1998 1997

Group Company Group Company

23 Investments - marketable £m £m £m £m
Other listed investments at cost:

— London Stock Exchange 2 5 17 -

— Other Stock Exchanges 5 - 9 -

7 5 26 -

Unlisted investments at cost and at directeastiation 21 - 11 -

Short term loans 3 - 2 -

31 5 39 -

The market value of the listed investments at 31st March 1998 amounted to £7 million (1997 £26 million).
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1998

1997

Group Company Group Company

Creditors - amounts falling due within one year £m £m £m £m

Bank overdrafts 81 - 44 -

Current portion of — long term bank loans 24 - 38 -

— other long term loans 120 73 17 -

Loans and overdrafts (note 26) 225 73 99 -

Payments received on account 7 - 3 -

Trade creditors 274 3 289 3

Amounts owed to— Group undertakings - 4 - 3

— Joint ventures 4 - 6 -

—Associates 2 - - -

Social security 17 - 20 -

Pension fund contributions 1 - 1 -

Taxation — on profits 52 10 50 11

— other than on profits 25 - 23 -

Amounts owing under finance leases 11 11 -
Other creditors 53 48

Accruals 113 5 109 5

Dividends 36 36 34 34

595 60 594 59

820 133 693 59

Amounts secured on certain assets of undertakings in the Group 46 - 35 -

1998 1997

Group Company Group Company

Creditors - amounts falling due after more than one year £m £m £m £m

Bank loans 124 - 97 -

Other loans 284 - 393 72

Loans (note 26) 408 - 490 72

Amounts owing under finance leases — within five years 38 - 40 -

— over five years 28 - 38 -

Other creditors 5 - 5 -

71 - 83 -

479 - 573 72

Amounts secured on certain assets of undertakings in the Group 123 - 124 -
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1998

1997

33

Group Company Group Company

Million Repayable £m £m £m £m

Sterling unsecured 7.5% bond 1998 73 73 72 72
unsecured loans* 1998/2012 1 - 1 -

unsecured overdrafts 26 - -

currency swaps* 141 - -~

241 73 75 72

uUss 300 unsecured 8.17% to 9.39% loans* 1998/2012 180 - 184 -
150 unsecured 9.27% to 9.91% loans* 2000/2010 89 - 92 -

50 unsecured 9.95% loan 1998/2002 30 - 37 -

28 unsecured loan 2000 17 - - -

19 unsecured loan 1998 11 - -

- unsecured loans - - -

30 unsecured variable rate loan 2003 18 - 18 -

(30) back to back deposit 2003 (18) - (18) -

2 unsecured loan 1 - 1 -

40 unsecured overdrafts 24 - 15 -

(422) currency swaps (252) - (74) -

167 100 - 259 -

D Mk - unsecured loans - - 10 -
128 secured loans 1999/2005 42 - 11 -

9 unsecured overdrafts 3 - - -

124 currency swaps* 40 - 28 -

261 85 - 49 -

Aus $ 110 unsecured variable rate loan 1998 43 - 53 -
(110) back to back currency deposit 1998 (43) - (53) -

27 unsecured loans* 1998/2001 11 - 37 -

13 unsecured overdrafts 5 - - -

15 currency swaps* 6 - - -

55 22 - 37 -

Italian - unsecured variable rate loans - - 117 -
Lira - back to back currency deposit - - (117) -
- secured fixed rate loan - - 4 -

- back to back deposit - - (4) -

- unsecured loans - - 7 -

106,220 secured loans 1998/2009 35 - 42 -

7,646 unsecured overdrafts 3 - 7 -

113,866 38 - 56 -

Other unsecured loans (various) 1998/2000 56 - 32 -
currencies secured loans (various) 1998/2016 10 - 14 -
secured fixed rate loan - - 9 -

back to back deposit - - 9) -

unsecured overdrafts 16 - 17 -

secured overdrafts 4 - 3 -

currency swaps 61 - 47 -

147 - 113 -

633 73 589 72

*guaranteed by Pilkington plc

The Group has re-balanced the currency allocation of its loan book using the swaps market.
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1998 1997
Analysis of bank loans, overdrafts and other loans Group Company Group Company
shown in notes 24 and 25 continued £m £m £m £m
Loans and ovelrafts:
Wholly repayable within five years 335 73 249 72
Repayable by instalments wholly or partly after five years 296 - 335 -
Wholly repayable after five years other than by instalments 2 - 5 -
633 73 589 72
Loans and ovelrafts:
Due for repayment within one year 225 73 99 -
Due for repayment after one year and before two years 33 - 140 72
Due for repayment after two years and before five years 244 - 144 -
Due for repayment after five years 131 - 206 -
Total due for repayment after more than one year 408 - 490 72
633 73 589 72

As a result of changes in exchange rates during the @eaup foreign currency borrowings, expressed in sterling, have

reduced by38million (1997 reduction £67 million).

Pensions

Post

Restructuring

Other

Total

and similar retirement and provisions
obligations healthcare reorganisation
benefits costs

Provisions for liabilities and charges £m £m £m £m £m
Group
At beginning of year 173 161 64 114 512
Exchange rate adjustments (14) (4) (10) (8) (36)
Provided during year 6 12 157 53 228
Utilised during year (13) (14) (39) (27) (93)
Changes in composition of the Group - - - 1 1
At end of year 152 155 172 133 612
Company
At beginning of year 6 2 - 5 13
Provided during year - - - 11 11
Utilised during year - - - (4) (4)
At end of year 6 2 - 12 20

Other provisions at 31st March 1998 include £10 million (1997 £17 million) for tank repairs, £17 milliorE®aillion)
for holiday pay£7 million (1997 £10 million) for insurance claims, £45 million (1222 million) for warranty claims and

litigation and £21 million (1997 £25 million) for personnel leaving indemnitglkés Italianemployees.
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1998 1997
Group Groub
28 Deferred taxation £m £m
The balances included in otheropisions (note 27)etate to:
Capital allowances in excess of related depreciation 1 1
Defered taxation which has not beeropided amounted to:
Capital allowances in excess of related depreciation 178 210
Other timing diferences (69) (44)
109 166
1998 1997
Group Company Group Company
29 Deferred income £m £m £m £m
At beginning of year 14 18 21 22
Exchange rate adjustments (2) - (2) -
Changes in composition of the Group 1 - - -
Investment grants receivable 5 - 5 -
18 18 24 22
Released to pfit and loss account in the year:
Investment grants - - (5) -
Other deferred income - (3) (5) (4)
At end of year 18 15 14 18
1998 1997
Group Company Group Company
30 Commitments and contingent liabilities £m £m £m £m
(a) Capital expenditure
Contracts placed but not provided for in the financial statements 42 - 37 -
1998 1997
Property Other Property Other
£m £m £m £m
(b) Operating lease commitments
The Goups operating lease commitments for the following
financial year ae as follows:
For leases expiring
Within one year 1 10 2 13
Between two and five years 10 15 12 12
After five years 9 1 10 1

20 26 24 26
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Commitments and contingent liabilities continued

Minority inter ests in German subsidiay undertakings

Pilkington Deutschland GmbH has made derofo acquire the minority interests in Flachghs and DahlbusciAG. If the
remaining minority shareholders in these companies at 31st March 1998 accept, the cost willdenlildn (£24 million)
in addition to the DM280 million (£90 million) paid to shareholders accepting tliergfrior to 31st March 1998. Certain
minority shareholders have legally challenged tlierafs insuicient. The matter is before the German courts who have
askedan independent expert to provide valuation opinidhgse valuation opinions have been prepared and propose an
increase in the &r price in respect of FlachglAss of approximately 22% and an increase in tHergirice in respect of
DahlbuschAG of approximately 19% and an increase in the guaranteed dividend in respect of FlaGhgfapproximately
8% and in respect of Dahlbusak® of approximately 14%These valuation opinions do not constitute rulings and are not
binding on the courts, who have asked the parties to reviewamnuohent on thenThere are unlikely to be decisions by the
courts in the FlachglasG case before end-1998 and in ehlbuschAG case before end-1998ny such decisions would
be capable of being the subject of an appeal.

Libbey-Owens-Ford Co minority holding
In the event of a change of control of Pilkington plc, Nippon Sheet Glass has the option to require Pilkington to buy its 20%
shareholding in Libbey-Owens-Ford Co at a price of $230 million (£138 million).

(e) Triplex Safety Glass Limited minority holding

®

In the event of a change of control of Pilkington plc, Nippon Sheet Glass has the option to require Pilkington to buy its 20%
shareholding iTriplex Safety Glass Limited at a price of £13 million.

Class action complaints

Since July 1997, Pilkington and its US operating glass subsidlisatyey-Owens-Ford Co, together with four other major

glass companies (unrelated to Pilkington), have received class action complaints filed in US Federal, Gaifoessee and
Wisconsin state courts alleging violation of the US anti-trust laws by conspiring to fro&igfhss prices and to allocate
customers amongst themselves$eeting sales after 198F5he complaints give few particulars of the alleged violations and
limited guidance as tthe evidence on which the allegations are based, nor do they quantify the alleged dEneages.

Pilkington companies in question deny that they engaged in price fixing or otherwise violated the anti-trust laws. For this
reason, and because Pilkington believes that Libbey-Owens-Ford Co and Pilkington have substantial and viable defences to
the claims made in thesases, they intend to defend these cases vigord®ilington does not believe that this litigation

will have a material adversefeft on the business or financial condition of the Pilkington Group.

(g) Other guarantees and contingent liabilities

At 31st March 1998 the Group has guaranteed, in the ordinary course of business, secured bank loans of £16 million to third
parties (1997 £24 million)lhe Group had other contingent liabilities incurred in the ordinary course of business arising out

of guarantees and other transactions, some of which are the subject of litigation. In the opinion of the directors, the outcome
of such litigation will not have a materialfe¢t on the Groug’ consolidated financial position.
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1998

37

1997

Company Company
Called up share capital £m £m
Ordinary shares of 50p each
Authorised — 1,500 million shares (1997 — 1,500 million) 750 750
Issued and fully paid — 1,042 million shares (1997 — 1,036 million) 521 518

Ordinary shares

During the year 1 million ordinary shares were allotted to shareholders in lieu of cash dividends and 5 million ordinary shares
were issued to employees under the savings-related, worldwide and senior exeshdieesption schemes.

Options

Under the compang’savings-related share option schemes, options were outstanding on a total of 14 million ordinary shares

at prices between 73.42p and 159.00p, exercisable between 1998 and 2004.
Under the compang’senior executiveshare option schemes, options were outstanding on a total of 25 million ordinary

shares at prices between 82.95p and 225.02p, exercisable between 1998 ahde28Gite currently 284 executives with

outstanding options, of whom 74 are overseas.

Under the compang’worldwide share option scheme, options were outstanding on a total of 4 million ordinary shares
at prices between 145.88p and 231.69p, exercisable between 1998 andii®#9@lare currently 5,662 employees with these

options, of whom 2,064 are overseas.

Of the 43 million options outstanding under the compamgrious option schemes, 29 million have an exercise price

above the share price of 122p at 31st March 1998.

Warrants

At 31st March 1998 there were 53 million warrants in issue, each warrant entitling the holder to procure up to 4th May 1998
the allotment of one ordinary share in Pilkington plc at a pricd).147 million warrants were exercised on 4th May 1998,
which resulted in the issue of 47 million ordinary shares subsequent to the yeBnenesidual 6 million warrants lapsed.

Share Revaluation Other Goodwill Profit Total
premium reserves reserves reserve and loss
account account

Movements on share premium account and reserves £m £m £m £m £m £m
Group
At beginning of year 296 176 213 (377) 11 319
Retained loss for year - - - - (235) (235)
Premium on shares issued - - - - 2
Revaluations in year - 33 - - - 33
Goodwill written of (note 35) - - - (22) - (22)
Goodwill written back (note 7) - - - 9 - 9
Unrealised exchange rate adjustments - (127) (11) 40 30 (68)
Transfers between reserves 4 (15) - - 11 -
At end of year 302 67 202 (350) (183) 38
Company
At beginning of year 296 - 45 (5) 106 442
Retained profit for year - - - - 23 23
Goodwill written back - - - - 5
Premium on shares issued - - - - 2
Transfers between reserves 4 - (4) - - -
At end of year 302 - 41 - 129 472

The profit for the year attributable to shareholders of the company was £77 million (1997 £46 rAilipeymitted by
Section230 of the Companiesct 1985 (as amended), the profit and loss account of the company has not been included

in these financial statements.

The net exchange gains and losses on foreign currency borrowings less deposits included within revaluation reserve

amounted to a profit of nil (1997 profit £5 million).
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32 Movements on share premium account and reserves continued

The goodwill reserve represents goodwill on acquisitions arising over the past 1Zkeasserve excludes goodwill
on acquisitions made more than 12 years ago and no longer identifiable.

The parent compang’goodwill adjustment of £5 million in the year arises from goodwill transferred to Profit and Loss
Account, on the transfer of that goodwill to other Pilkington subsidiary companies.

1998 1997
£m £m
Group
Analysis of the retained loss for the year
Retained by:
Pilkington plc 23 (6)
Subsidiary undertakings (266) (50)
(243) (56)
Joint ventures 5 7
Associates 3 (1)
(235) (50)

The distributable reserves of the parent company amount to £129 niiiershare premium account and other reserves of
the parent company are not available for distribution to shareholders in normal circumstances.

1998 1997
33 Minority interests (balance sheet) £m £m
Equity minority interests 136 122
Non equity minority interests 211 164
347 286

The non equity minority interests relate principally to the preference shareholders in Pilkington Channel Islands Limited, who
have a right to a dividend of 6.55%. In addition, any proceeds obtained by Pilkington Channel Islands Limited on repayment
of a Eurobond of $369 million (£221 million) issued by Pilkington Finance Limited to Pilkington Channel Islands Limited will
be used, inter alia, to redeem these preference shares for $369 million (£221 million) after 4th March 2003.

During the year 99% of the non equity preference minority interests in Pilkington Deutschland GmbH were acquired by
Group companies for £109 million.

34 Reconciliation of operating profit to net cash inflow from 1998 1997
operating activities £m £m £m £m
Operating (loss)/profit (21) 108
Exceptional items (included in operating profit) 156 40
Operating profit before exceptional items 135 148
Depreciation 148 149
Deferred income released less receivable - (5)
(Profit)/loss on disposal of tangible fixed assets (included in operating profit) (1) 1
Others (net) 4 3)
Cash (outthw)/inflow arising fom changes in working capital:

Stocks and work in progress (7) 19

Debtors (13) 19

Creditors 14 (6) (4) 34
Provisions 4 (1)
Exceptional costs — restructuring and disposal of operations (100) (35)
Net cash infbw from operating activities 184 288

Changes in working capital and provisions exclude balances relating to dividends, finance leases, taxation on profits and
exceptional items.
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Acquisitions Disposals

1998 1997 1998 1997

35 Acquisitions and disposals £m £m £m £m
Net assets of subsidiaundetakings comprised:

Tangible fixed assets (68) (8) 20 33

Stocks (7) (2) 9 20

Debtors (14) (4) 5 26

Loans and finance leases 45 1 (3) -

Creditors and provisions 16 8 (6) (12)

Deferred income 1 - - -

Minority interest 12 - 3 -

(15) (5) 28 67

Costs incurred on disposals - - - 9

Provisions re disposals - - 75 (7)

Goodwill (22) (7) 9 -

Loss on disposal - - (73) (8)

(37) (12) 39 61

Satisfled by - cash (16) (8) 39 61

— transfers from joint ventures and associates (21) (4) - -

(37) (12) 39 61

In 1998 the cash consideration paid was £20 million and cash acquired was £4 million.

The principal acquisitions were Changchun Pilkington Safety Glass Co Limited (30th June 1997) and Pilkington
Sandoglass Sp.z 0.0. (32sigust 1997), both of which were formerly associates, and the acquisition of shares from the
previous minority in Santhucia Cristal S.A.C.1.F in Argentina (30th September 1997). Details of the shareholdings are
givenon page 46. In addition, further shares were acquired from the minority shareholders of FA@hglas

There were no material fair value adjustments attributable to the acquisition of subsidiary undertakings in the year

The principal disposals were the building products downstream businesses in the United Kingdom (throughout the
seconchalf of the year) and the automotive glass replacement businesses in Canada (12th September 1997) and in New
Zealand (26th February 1998). Provisions have been created for the building products downstream operations jn Germany
which will be sold in 1998/99.

Acquisitions Disposals
1998 1997 1998 1997
£m £m £m £m
Other investments comprised:

(Purchased)/sold — joint ventures - - 11 4
— associates (1) - 24 -
— trade investments (10) 2) - -
(11) (2 35 4
Profit on disposal - - 30 -
(11) (2 65 4

Satisfled by ~ — cash (11) (2) 44

— transfers to subsidiary undertakings - - 21
(11) (2 65 4

The principal profion disposal of investments arises in respect of the realisation of tbkasB’shares in the joint venture
Pilkington Optronics Limited.
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Cash Overdrafts Marketable Bank and Finance Net
Investments other leases debt
loans
36 Analysis of changes in net debt £m £m £m £m £m £m
Balance at the year ended 31st March 1996 174 (81) 42 (742) (92) (699)
Net cash movement (49) 31 1 136 16 135
Subsidiaries sold - - (1) - - (1)
New finance leases undertaken - - - - (15) (15)
Exchange rate adjustments (10) 6 (3) 61 2 56
Balance at the year ended 31st March 1997 115 (44) 39 (545) (89) (524)
Net cash movement 11 (39) (7) (1) 15 (21)
Subsidiaries acquired 4 - - (45) - (41)
Subsidiaries sold - - - 3 - 3
New finance leases undertaken - - - - (5) (5)
Exchange rate adjustments (10) 2 (1) 36 2 29
Balance at the yearended 31st Mach 1998 120 (81) 31 (552) (77) (559)
Marketable investments are liquid resources @nbist of:
— government bonds 8
— other investments 23
31
37 Employee pay and numbers (excluding directors)
1998 1997 1998 1997
£m £m £m £m
United Kingdom Overseas
Remuneration — aggpate for the year Remuneration — agggate for the year
Wages and salaries 142 145 Wages and salaries 560 651
Social security costs 11 11 Social security costs 93 99
Pension costs 9 12 Pension costs 38 43
162 168 691 793
1998 1997
Number Number
Location of employees — average number employed
United Kingdom 7,100 7,900
Europe (excluding United Kingdom) 16,400 16,300
North America 8,000 8,500
Australasia 3,700 3,600
SouthAmerica 2,600 2,800
37,800 39,100

At 31st March 1998 total numbers employed were: United Kingdom 6,000 (1997 — 7,500), and overseas 29,400

(1997- 30,700).
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38 Directors’ emoluments

The basis of executive directoremuneration is set out in the Report of the Remuneration Committee on pages 7 and 8.

Base Other 1998 Base Other 1997
. salary benefits Total salary benefits Total
Directors’emoluments wer £000 £000 £000 £000 £000 £000
Executive directors
Paolo Scaroni* 524 1 525 - - -
Glen Nightingale 270 15 285 260 16 276
Andrew Robb 270 20 290 260 16 276
Warren Knowlton* 117 9 126 - - -
Roger Leverton** 150 4 154 416 26 442
Peter Grunwell - - - 472 10 482
Sir Robin Nicholson - - - 132 5 137
Non executive diectors
Sir Nigel Rudd (Chairman) 153 - 153 120 - 120
Sir Michael Quinlan 25 - 25 25 - 25
John Macomber 22 - 22 22 - 22
Lord Simpson 25 - 25 25 - 25
Hans-Peter Keitel 22 - 22 22 - 22
Total emoluments 1,578 49 1,627 1,754 73 1,827
Pension costs 501 1,064
2,128 2,891

*Paolo Scaoni was appointed to the bahon 1stApril 1997 and became gup chief executive on 20th May 1997.
Warren Knowlton was appointed to the bdaon 28th October 1997 and the emoluments showifram that date.
**Roger Leveton resigned fom the boatt on 20th May 1997.

Dir ectors’ emoluments, benefits and pension arrangements

(a) Sir Nigel Rudds remuneration amounted to £153,000 (1997 £120,000) of which £90,000 (1997 £120,000) was paid to
Williams PLC, his employer

(b) Paolo Scaroni was the highest paid director in 1998 (1997 Roger Leverton).

(c) Bonuses are payable to all executive directors, except Paolo Scaroni, based on the Group achieving specific profit and cash
flow taigets. No bonuses were paid in 1998 (1997 nil). In the event thatgaitddrad been fully achieved, the maximum
performance bonus payable would have been £317,000 (1997 £509,000).

(d) Paolo Scaroni is responsible for his own pension arrangements. Only the basic salary of the other executive directors is
pensionable. Glen Nightingale is a member of the Pilkington Executive Pension Scheme which entitles him to a pension on
retirement of two thirds of pensionable saldfye company paid an annual contribution to the pension scheme of 30% of
his salary

Andrew Robbs and Roger Levertompension arrangements arteafed by the Inland Revenue cap on approved pension
benefitsTheir pension arrangements entitle them to a pension on retirement of two thirds of pensionabléheglarg
partly funded through personal plans and the balance is unfunded but fully provided in the financial stdteenagtgegate
cost of these arrangements was £367,000 of which £138,000 was attributable to Roger Leverton.

Warren Knowlton is a member of the United States based Libbey-Owens-Ford pension schemes wiéctialy ef
money purchase arrangemefitse company pays an annual contribution to these schemes of 30% qffdakatlie related
tax liability, amounting to £53,000, from 28th October 1997.

Payments to formerdir ectors

(a) Peter Grunwell, following his retirement from the board, retained his chairmanship of Libbey-Owens-Ford Co in the United
States until 31st December 1997, for which he was paid £105,000.

(b) Roger Leverton received £930,000 in respect of compensation for loggcefwafder the terms of his contract of service,
covering a lump sum settlement, the taxable benefit of his company car and life insurance provisions. Provision of £1,004,000
was also made to fund his pension, to which he will become entitled at age 60.
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Directors’ emoluments continued

Accrued pension entitlements

The increases in annual accrued pension entitlements for each of the above directors under defined benefit pension schemes,
the total annual accrued pension payable at the normal retirement age of 60, and the transfer value of the additional
entitlement (representing the capital sum required to fund the additional entitlement, which is calculated in accordance with
the advice ofndependent actuaries on a basis consistent with that used for similar calculations under tisep@&nsigy

schemes) are as follows:
Transfer value

Accrued annual of additional

pension payable entitlement

Years of During At 31st March At 31st March

service 1998 1998 1998

£000 £000 £000

Glen Nightingale 35 4 174 64
Andrew Robb 8 10 82 151
Roger Leverton 5 67 219 1,142

The transfer value of Roger Levertsr@dditional entittement at 31st March 1998 of £1,142,000 includes £138,000 in respect
of the period he served as a director until 20th May 1997 and £1,004,000 in respect of his compensation fohdessasf of
stated above.

Dir ectors’ options
The aggregate of the gains made in the,y@athe exercise of A& share options, by Glen Nightingale akadrew Robb,
amounted to £8,000, as detailed in note 39.

Directors have been granted options to subscribe for ordinary shares under the cosimareyoption schemes, and to
participate in the deferred bonus plan, details of which are given in note 39.
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39 Directors’ interests in share capital and options

The inteests of the dectors and their immediate families in the gheapital of the company at 31st Marwee:

Shareholdings 1998 1997
Personal interests (including holdings, if aothe directors wife and children under 18)

Sir Nigel Rudd 256,250 156,250
Paolo Scaroni 300,000 -
Glen Nightingale 35,845 29,696
Andrew Robb 125,000 75,000
Warren Knowlton 90,000 -
Sir Michael Quinlan 2,899 2,827
John Macomber 31,250 31,250
Lord Simpson 32,943 26,702

Hans-Peter Keitel - -

There have been no changes in directotsrests between 31st March 1998 and 4th June 1998.

Options

The diectors also held the following options under the senior execusivag’ option scheme and the savingkated shag
option schemes. In der to povide concise disclosairand to accat with the equirements of UITF 10, a weighted average
execise price for the options has been calculated, identified separately for those optioashehexarise price exceeds
the market price of the stes at the year end designated (i), and whbe exaise price is below the market price of the
shaes at the year end designated (ii), as set out below:

At Senior Lapsed Exercised At Weighted Earliest date Last
1st April executives’ during during 31st March average from which expiry
1997  share options year year 1998 exercise exercisable date

granted price
Paolo Scaroni 0] 309,597 3,550,000 - - 3,859,597 132.50p 20.11.1999 26.6.2007
Glen Nightingale (i) 531,552 125,467  (112,279) - 544,740 172.17p 15.7.1991  9.7.2007
(i) 15,588 - - (5,393) 10,195 102.02p 10.8.1995 10.8.2002
Andrew Robb 0] 489,287 - (4,541) - 484,746 206.21p 12.1.1993 1.7.2006
(i) 12,993 32,976 - (12,993) 32,976 121.30p 7.7.2000  7.7.2007
Warren Knowlton (i) - 468,619 - - 468,619 119.50p 16.7.2000 16.7.2007

1,359,017 4,177,062  (116,820) (18,386) 5,400,873 141.88p

Analysis of total
(i) Exercise price exceeds

the market price at

31st March 1998 1,330,436 3,675,467  (116,820) - 4,889,083 144.25p
(i) Exercise price is

below market price at

31st March 1998 28,581 501,595 - (18,386) 511,790 119.27p

1,359,017 4,177,062  (116,820) (18,386) 5,400,873 141.88p
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Directors’ interests in share capital and options continued

Options were granted under the senior executslea’e option scheme to Paolo Scaroni on 26th June 1997 at an exercise
priceof 130p per share, to Glen Nightingale on 9th July 1997 at an exercise price of 123.8p per AhdrewtdRobb on
7th July 1997 at an exercise price of 121.3p per share anrn@en Knowlton on 16th July 1997 at an exercise price of
119.5p per share.

Glen Nightingale exercised 5,393 options under th€ESsghare option scheme on 15th January 1998 at an exercise price
of 73.42p per shar@he market price on the date of exercise wiggpIper sharédndrew Robb exercised 12,993 options
under the SXE share option scheme on 15th January 1998 at an exercise price of 73.42p p&hshasgeket price on the
date of exercise wad1p per share.

4,541 options held bfndrew Robb under the Y& share option scheme lapsed during the.yd&,279 options held
by Glen Nightingale under the senior executisbsire option scheme lapsed during the.year

Following the resignation of Roger Leverton on 20th May 1997, the exercise period for options granted to him expires
on 31st December 1999. 12,477 of Roger Levestoptions lapsed during the yelle retains 238,256 options with a
weighted average exercise price of 181.41p, the exercise price of which exceeds the market price at 31st March 1998 and
735,070 options, with a weighted average exercise price of 102.02p, the exercise price of which is below the market price at
31st March 1998.

The market price of a Pilkington share at close of business on 31st March 1998 was 122p (1997 — 120p) and the range
during 1997/98 was 104p to 167p (1997 — 120p to 219p).

In relation to the 3,550,000 options granted to Paolo Scaroni during the y&&,308 shares were purchased in the
market by an employee share trust (note TB options are exercisable in stages between three and six years after grant and
subject tathe achievement of share price and earnings per share grogétstaf 15% per annum.

Deferred bonus plan
Under this plan the directors are entitled to invest half or all of their performance-related bonus in the ssshpeey’
which, if deposited with the deferred bonus plan trustees for three years, will be matched by the company oroa@ne-for
basis.The company funds the trustees of the plan to enable them to purchase the matching shares at the same time as the
director purchases his shares.

Shares purchased by directors for the deferred bonus plan are included in the list of ditertehsldings above.

The following diector held options to acquer at no additional cost, the following number of matchingeshander the plan:

Options held at Options held at
1st April 31st March
1997 1998

Andrew Robb 29,269 29,269

The exercise period for the 27,981 options previously granted to Roger Leverton expités Dacember 1999.
The aggregate cost of the shares purchased by the trustees for the direttdrisig shares during the year was nil
(1997 £39,000). In accordance with UITF 13, the cost of these sharesgscthgainst profits over the three year option life.
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Pensions and similar obligations

Pensions

The Group operates a number of pension schemes throughout theTwertdtal pension cost for the Group in 1998

was£47 million (1997 £55 million) Almost two-thirds of employees in the United Kingdom are members of the Pilkington
Superannuation Scheme or the Pilkington Pension Scheme, both of which are in the nature of defined contribution schemes.
The pension cost clge for the year in respect of those schemes amounted to £9 million (1997 £12 million) and represents
contributions payable to the funds for the y@&e rest of the schemes operated by the Group are generally defined benefit
schemes under which benefits are based on emplgyeses’ of service and average final remuneratith the exception

of the main schemes in Germamgsets of the schemes are held in separate trustee administered@fandsthod of

accounting for pensions is set out under the accounting policies on page 14.

Independent actuarial valuations of the Greupain plans are undertaken at least triennially on varying dates.
Theactuarial assumptions used to calculate the projected benefit obligation of thes@engion plans vary according to
theeconomic conditions of the country in which they are situdithd.actuarial valuations, based on the projected unit
method, assume, on a weighted average basis, that the investment return will exceed the increase in the future earnings by
4.9% (1997 — 4.2%)lhe actuarial value of the fund assets of these plans wadentfto cover 14% (1997 — 109%) of
the benefits that had accrued to membg&lss surplus is net of a £9 million deficit on the unfunded German pension
arrangements, which is being oped over the remaining service lives of the German employees at £1 million per annum.

In Germanythe annual chge to the profit and loss account amounted to £8 million (1997 £12 millibe)chage is based
on an assumed 6% investment return which is fixed byplavgalary and pension increase assumptions are not permitted.

The market value of the assets of the major defined benefit plans in the Group at the date of the latest valuations
was£429million (1997 £477 million)Accrued pension costs amounted to £1 million (1997 £1 million) and are included
in creditors(note 24). Provisions for the benefit obligation of the unfunded plans mentioned above amounted to £152 million
(1997 £173million) and are included in provisions (note 27).

Healthcare benefits
Accounting for unfunded post-retirement healthcare and life insurance benefits of approximately 2,600 employees and
7,300retirees and their dependants of Libbey-Owens-Ford Co in the USA, and 200 employees and 1,500 retirees and
their dependants in the United Kingdom, accords with the requirements of UITF 6.

The Groups obligation for these benefits, principally at Libbey-Owens-Ford Co, was assessed by independent qualified
actuaries at 1gtpril 1997 using the projected unit credit meth®tde underlying assumptions used in this actuarial review
were healthcare costs increasing at 4% per annum and the discount rate to determine the liability of 7.5%.

1998 1997

Joint Associates Joint Associates
ventures ventures

Related party transactions £m £m £m £m

Transactions with joint ventes and associates veeas follows:

Sales by Pilkington Group 2 1 4 2

Purchases by Pilkington Group 37 8 44 9

Interest received by Pilkington Group 3 - 3 -

Amounts owed by and owing to joint ventures and associates are shown in notes 21, 22, 24 and 25.
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The following list of subsidiary undertakings comprises those companies that princifedhtlaé financial statements

of the Group.The percentage beneficial holding in subsidiary undertakings relates to equity shares unless otherwise specified.

All holdings are through Pilkington Brothers Limited, a direct subsidiary of the parent comipéess otherwise stated.
Undertakings indicated + are audited by professional accountants other than Cooplerarid Land, added to the joint
ventures and associates appearing in notes 17 and 18, represent approximately 19% of thassetsiigmployed.

All subsidiary undertakings account to 31st March 1998.

Subsidiary undertakings

Country of operation
and incorporation

%
Equity
held

Product or activity

Europe
Pilkington United Kingdom Limited

Triplex Safety Glass Limited
FlachglasAG

FlachglasAutomotive GmbH
Flabeg GmbH

Pilkington EOMAGAG

Pilkington NogeAS

Interpane GlasG

Pilkington Floatglas\B

Pilkington BilglasAB

Pilkington Lamino OY

Pilkington Lahden Lasitehdas OY
Pilkington France SA

Pilkington Danmarld/S
PilkingtonAerospace Limited
Pilkington International Glass Poland SA
Pilkington Sandoglass Sp.z 0.0.+
SIV SpA

Pilkington Micronics Limited

Pilkington Special Glass Limited

North America
Libbey-Owens-Ford Co

Libbey-Nippon Holdings Inc
L-N Safety Glass, Séle CV
PilkingtonAerospace Inc

Rest of theWorld
Pilkington (Australia) Limited

VidrieriaArgentina SA+

Vidrios Lirquen SA+

Santa Lucia Cristal S.A.C.1+

Pilkington Vidros Limitada

Blindex Vidros De Seguranca Limitada
Pilkington (New Zealand) Limited

Guilin Pilkington Safety Glass Co Limited+

Changchun Pilkington Safety Glass Co Limited+

Holding and finance companies

Pilkington Holdings Inc

Pilkington International Holdings BV

PilkingtonAustralasia Limited

Pilkington Finance Limited

Pilkington (Forex) Limited

Pilkington Channel Islands Limited
(subsidiary of Pilkington plc)

Pilkington Channel Islands Limited
preference shares (held by Pilkington
Channel Islands Holdings Limited)

Pilkington Deutschland GmbH

Pilkington Deutschland GmbH
preference shares

DahlbuschAG

United Kingdom

United Kingdom
Germany

Germany
Germany
Austria

Norway
Switzerland
Sweden
Sweden

Finland

Finland

France
Denmark
United Kingdom
Poland

Poland

Italy

United Kingdom

United Kingdom

USA

USA
Mexico
USA

Australia

Argentina
Chile
Argentina
Brazil

Brazil

New Zealand
China

China

USA
Netherlands
Australia

United Kingdom
United Kingdom

Jersey
Jersey
Germany

Germany
Germany

100

80

40
40
100

100

51

100
97
97

100
60
51

100
100
100
100
100

66

16

100

99
99

Glass manufacturing and
processing

Safety glass

Glass manufacturing and
processing

Glass processing

Glass processing

Glass processing

Glass processing

Glass processing

Glass manufacturing
Safety glass

Safety glass

Glass manufacturing
Glass processing

Glass processing
Aircraft transparencies
Glass processing

Glass manufacturing
Glass manufacturing
Glass for data storage
and display

Optical and special glass

Glass manufacturing and
processing

Safety glass

Safety glass

Aircraft transparencies

Glass manufacturing and
processing

Glass manufacturing
Glass manufacturing
Safety glass

Glass processing

Safety glass

Glass processing

Glass processing

Glass processing

Holding company
Holding company
Holding company
Finance management
Finance management

Finance management

Holding company

Investment and
property company
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For the years ended 31st March

1998 1997 1996 1995 1994
Restated
£m £m £m £m £m
Turnover 2,991 3,096 2,899 2,676 2,737
Profits
Operating profit 135 152 214 170 104
Exceptional items (225) (55) (157) (392) 25
Group profit/(loss} before taxation and exceptionals 125 132 212 144 72
— before taxation (100) 77 55 (248) 97
— after taxation (162) 28 (8) (292) 65
Group (loss)/profiattributable to shareholders of Pilkington plc (181) 2 (25) (323) 40
Dividends 54 52 48 34 32
Assets employed
Tangible fixed assets 1,566 1,596 1,845 1,659 1,663
Investments in joint ventures, associates and other undertakings 182 181 200 224 225
Net current assets 267 445 617 330 501
Total assets less current liabilities 2,015 2,222 2,662 2,213 2,389
Financed by
Total shareholdersunds 559 837 971 826 783
Minority interests 347 286 303 303 271
Creditors over one yegprovisions and deferred income 1,109 1,099 1,388 1,084 1,335
Funds invested 2,015 2,222 2,662 2,213 2,389
Cash flow from
Operating activities 184 288 217 328 306
Dividends from joint ventures and associates 17 13 22 18 5
Returns on investments and servicing of finance (84) (38) (81) (87) (60)
Taxation (paid)/received (42) (44) (67) (19) 8
Capital expenditure (net) (186) (130) (183) (141) (107)
Acquisitions and disposals 56 51 (160) 48 49
Dividends (51) (50) (33) (29) (18)
Liquid resources 7 (1) 49 (42) (4)
Financing 71 (107) 232 (56) (140)
(Decrease)/increase in cash (28) (18) (4) 20 39
Key figures
Capital expenditure on tangible assets 211 186 232 161 125
Operating profit before exceptional items to turnover 4.5% 4.9% 7.4% 6.4% 3.7%
(Loss)/earnings per share (17.4p) 0.2p (2.9p) (40.7p) 5.1p
Earnings per share excluding exceptional items 4.5p 5.8p 14.0p 8.6p 2.0p
Dividends per share declared 5.0p 5.0p 5.0p 4.2p 4.0p
Dividend cover (3.4) 0.04 (0.5) (9.5) 1.2
Share price — high 167p 219p 222p 207p 203p
— low 104p 120p 161p 143p 114p
— as at 31st March 122p 120p 209p 164p 183p
Warrant price — high 53p 102p 105p 100p 96p
— low 4p 16p 55p 45p 2%
— as at 31st March 9p 16p 93p 59% 83p

The figues for 1994 to 1996 inclusive have not been amendesdiéotrchanges to the @iit and loss account disclogs of

joint ventues and associates following adoption of FRS 9.

Results and caslhoilv for the year 1994 have not beestated toeflect the use of average exchange rates.



