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Clariant
Business Review 1998/1997
Group
e B 98 o 1997, Change |
Divisionalsales . CHFmilion &= 934 = L 9912+ 6%
Sales Group' 9535 | | 0184 | 6%
Netincome before minority interests o 41 428 | L +22%
Net income and depreciation on tangible
fixed assets and intangible assets . 1189 o 1031 - +10%
Totalassets 9639 = | 10402 -~ -T%
Shareholders’equity L 268 2694 0 " |
Investment in fixedassets L 44 473 L 2%
Personnelcosts L 217 2134 1%
Employees (atyearend) ~ ~  Number o 29219 . 3082 | 5%
Returnonsales(ROS) % L 550 0 42 L 431%]
Earnings per share (parvalueCHF50) ~~ ~ CHF = 825 .

+25%
................................. (parvalueCHF10O) ~~ ~ CWF o . . 58805
Dividend per share (parvalueCHF50) ~ ~  CHF = 900 L
+29%
(par value CHF 100) CHF 14.00

Italics = pro forma
1 incl. trading

2 as proposed to the General Meeting of Shareholders
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Pro forma Financial Information

Consolidated Income Statements

1998 and 1997

Pro forma
1998 1997
CHF mio % CHF mio %

*In the 1997 Annual Report, the pro forma earnings per share were calculated

including treasury shares. For 1998, earnings per share were calculated in
accordance with IAS 33. In June 1998, shares were split at a 1:2 ratio
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Pro forma Financial Information

Segment Information

1998 and 1997

Information by Division 1998 and 1997 (in CHF millions)
Operating income

Division Sales before amortization of goodwill
Pro forma Pro forma
1998 1997 1998 1997
% of % of

Information by Geographic Region 1998 and 1997 (in CHF millions)
Region Sales

Pro forma
1998 1997

Total Group

Further divisional and regional breakdown see pages 72—73
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1998 Consolidated Financial Statements of the Clariant Group

Consolidated Balance Sheets

at 31 December 1998 and 1997

31 December 31 December
1998 1997
CHF mio % CHF mio %

Currentassets ok
IV emtOreS 6 2028 1886
Trade accounts receivable L S L U S 1671 L
Other currentassets 8 L a8 8%
Cash and short-term deposits L A0 661 L
Totalcurrentassets b 4565  ATAL 4814 463
Total assets 9639 100.0 10402 100.0

*The notes on pages 57 to 75 form an integral part of the consolidated

financial statements
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Clariant
1998 Consolidated Financial Statements of the Clariant Group
31 December 31 December
1998 1997
CHF mio % CHF mio %

*The notes on pages 57 to 75 form an integral part of the consolidated

financial statements
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1998 Consolidated Financial Statements of the Clariant Group

Consolidated Income Statements

for the years ended 31 December 1998 and 1997

*The notes on pages 57 to 75 form an integral part of the consolidated

financial statements
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1998 Consolidated Financial Statements of the Clariant Group

Consolidated Statements of Cash Flows

for the years ended 31 December 1998 and 1997

The notes on pages 57 to 75 form an integral part of the consolidated financial statements
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1998 Consolidated Financial Statements of the Clariant Group

Consolidated Statement of Changes in Equity
for the years ended 31 December 1998 and 1997

in CHF mio Share Retained Cumulative Total Total Treasury

premium earnings translation reserves share shares
....................................................................................................................... differences | | | capital | parvalue |
Balance 31 December 1996 3% 2 L 0w — s
Dividends to third parties S TN SRR | [ R R S,
Contribution to the Foundation for
Employee Welfare of Clariant Ltd. = 1 1 S 1 S L
Capital increase 1July1997 R . UL 00 PR | WO | BEURLYL.| I 2N U | ..
Purchase of treasury shares S0 S 5
Translationeffects 0L SMTon e T
Balance 31 December 1997 1491 807 [ 26 el 721 5| 269
Effectof IAS 12revised - N | S| R AL SO
Dividends tothird parties o2 e T
Dividends on treasury shares 200 22
Exercise of conversionrights () DR | ISR | UL Y N | SR
Purchase of treasury shares =183 . Oh0L 8 O L
Translation effects 0L 0L e 80
Netincome B19 0 Ll Bl e
Balance 31 December 1998 1339 733 127 -15

The notes on pages 57 to 75 form an integral part of the consolidated financial statements
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Notes to the Consolidated Financial Statements

1. Accounting policies

Introduction

The financial statements of the Clariant
Group are prepared in accordance with
the standards formulated by the Interna-
tional Accounting Standards Committee
(IASC). The Group's financial statements
have been audited by STG-Coopers &
Lybrand AG, Basle.

Scope of consolidation
All companies in which Clariant Ltd.,
Muttenz, holds a majority equity invest-
ment and possesses the majority of the
voting rights are fully consolidated.
Associated companies (investments of
between 20% and 50% in a company’s
equity) are consolidated using the equity
method where a significant influence is
exercised by the Group. All other minor-
ity investments are valued at their acqui-
sition cost less impairment in value.

Principles and method of consolidation
The financial statements of the compa-
nies included in the consolidation have
been prepared, as a general rule, as of
the date of the consolidated financial
statements using the historical cost con-
vention and applying uniform presenta-
tion and valuation principles.

The purchase method of accounting is
used for acquired businesses.

Intercompany income and expenses
including unrealized gross profits from
internal Group transactions, and inter-

= Clariant

company receivables and payables have Hyperinflationary countries

been eliminated.
Sales are recognized when goods are

The financial statements of consolidated
companies operating in highly inflation-

delivered and services to third parties are ary economies are maintained using cur-

rendered and are reported net of sales
taxes and rebates.

rent value considerations, except in those
extreme cases when the use of a func-

The minority interests in the equity and tional currency different (generally US
the results of consolidated companies are Dollar) from the local currency for the
separately disclosed in the balance sheet underlying accounts provides a more

and income statement.

Exchange rate differences
Income, expense and cash flows of the

consistent picture of the economic situa-
tion.

Tangible fixed assets

consolidated companies have been trans- Tangible fixed assets have been valued at

lated into Swiss francs using the respec-
tive yearly average sales-weighted
exchange rates. The balance sheets are
translated using the year end exchange
rates. Exchange rate differences arising
from exchange rate movements com-
pared to the prior year relating to the
translation of shareholders’ equity and
long-term Group internal financings of

historical acquisition or production costs
and depreciated on a straight-line basis to
the income statement, in accordance with
the related Group guidelines over the fol-
lowing maximum estimated useful lives:

e Buildings 40 years
¢ Machinery and
equipment 16 years

consolidated companies, and differences ¢ Furniture, vehicles,

resulting from the translation of the net
income are allocated to reserves.
The exception to this is for Group

companies in hyperinflationary countries,

where all exchange rate differences are
charged to the income statement.

Exchange rate differences on business

transactions are recorded in the income

statement at the approximate rate applic-

able at the time of the transaction.

computer hardware 510 10 years
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Notes to the Consolidated Financial Statements

In hyperinflationary countries, tangible
fixed assets and related depreciation are
indexed in accordance with inflation.
Tangible fixed assets which are financed
by leases giving rights to use the assets
as if owned, are capitalized with their
estimated present value at the inception
of the lease, and depreciated over the
duration of the respective lease contract.

Goodwill

Goodwill, arising when the acquisition
cost of an investment is in excess of the
fair value of net assets acquired, is capi-
talized and amortized over a period not
exceeding twenty years.

Intangible assets

Other purchased intangible assets — such
as patents, trademarks and other rights —

are capitalized at historical cost and

depreciated on a straight-line basis to the

income statement over their estimated
useful lives, with a maximum of ten
years.
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Financial assets

Financial instruments are used in the

Associated companies are accounted for normal course of business to reduce risks

by the equity method. All other minority

arising from currency translation, interest

investments are reported at their acquisi- rate or price movements. The Group

tion cost and loans at their nominal

manages and records centrally its cover

value. Adjustments are made for any per- of various positions arising from existing

manent impairment in value. The net
result is included in other income and
expense in the income statement.

Inventories

assets and liabilities as well as future
business transactions. Transactions are
only concluded with reputable interna-
tional banks. The result of using financial
instruments in our risk management pro-

Purchased products are valued at acquisi-gramme is strictly monitored, checked

tion cost while self-manufactured prod-
ucts are valued at manufacturing costs
including related production expenses.
Inventory held at the balance sheet date
is primarily valued at standard cost,
which as a general rule, approximates
actual costs. This valuation method is
also used for valuing the cost of goods
sold in the income statement. Adjust-
ments have been made for inventories
with a lower market value or which are
slow-moving. Unsaleable inventory has
been fully written-off.

Trade accounts receivable

The reported values represent the
invoiced amounts, less adjustments for
doubtful receivables.

Marketable securities and financial
instruments

Marketable security portfolios are valued
at the lower of cost or market value. The
result is included in net financial
expense.

and communicated to group manage-
ment.

Financial instruments which are held
for hedging purposes, principally interest
rate and currency swaps, are valued using
the same principles as the underlying
hedged positions.

Gains and losses arising from the use
of financial instruments for the purpose
of hedging other financial risks are
recorded in the income statement when
the gains and losses arising from the
underlying hedged position are recog-
nized.

All other financial instruments are
valued at fair market value with the
resulting gains or losses recorded in net
financial expense.
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Clariant
Notes to the Consolidated Financial Statements
Deferred taxes b Post-retirement benefits other than Research and development
Deferred taxes have been calculated pensions With the exception of fixed assets used
using the comprehensive liability Some group companies provide health-  for research and development, which are

method. These result from the timing dif- care and life insurance benefits for the capitalised and written off over their esti-
ferences that arise between the recogni- majority of their retired employees and mated useful life, research and develop-
tion of items in the balance sheets of their eligible dependents. The cost of ment costs are charged to the income
Group companies used for tax purposes these benefits are actuarially determined statement in the period during which they
and those prepared for consolidation pur- and accrued over the employees’ working are incurred.

poses. The withholding tax on possible  lives. Personnel costs and long-term lia-

distributions of retained earnings of bilities include the expense and related

Group companies has not been taken into liability, respectively.

account since, generally, the retained

earnings are reinvested. The total ¢ Termination benefits

deferred tax, calculated using applicable These are provided in accordance with

local tax rates, is included in long-term  the legal requirements of certain coun-

liabilities with changes in the year tries.

recorded in the income statement.

Pension fund, post-retirement and termi-
nation benefits

a Defined benefit pension plans

The liability in respect of defined benefit
pension plans corresponds to the defined
benefit obligation and is periodically cal-
culated by independent actuaries. The
charge for such pension plans represent-
ing the net periodic pension cost is
included in personnel expenses.
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Notes to the Consolidated Financial Statements

2. Change in the scope of
consolidation

As a part of the acquisition of the
Specialty Chemicals business of the
Hoechst Group, InfraServ Ltd Gendorf,
Germany was initially accounted for as
a fully consolidated subsidiary . The
company is a provider of infrastructure
services in the industrial park of Gen-
dorf. Areassessment of the contract
showed that due to limitations concern-
ing control of the enterprise, full con-
solidation was not justified. For this
reason, the accounting for the partici-
pation in InfraServ Ltd. Gendorf was
changed in the 1998 year-end state-
ment, and since 1 January 1998, the
company is accounted for as a share-
holding valued at equity. In the consol-
idated balance sheet of 31 December
1997, the following amounts pertaining
to InfraServ Gendorf were included:
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R | CHF mio §
Long-termassets e 283
Currentassets 38
Equity 267

The effect on the income statement is not material. 1 305 people were employed at the end,
of 1997.

Effective 31 December 1998 the superabsorber business, a part of the surfactants division,
was divested in an asset deal. Sales in 1998 were CHF 288 million and are included in the
income statement.
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Clariant
Notes to the Consolidated Financial Statements
Calculation of Goodwill
In the course of the legal transfer of some companies and assets in 1998, the calculation of the goodwill has been adapted.
31.12.1998 31.12.1997

(DEM 100.— = CHF 83.805) (DEM 100.— = CHF 83.805)

FX variances, changes in the purchase price

andinnetassetsacquired e T N 568
Revaluation of fixed assets in accordance with 1AS § A N L1 A
L Defermed ax e 322 L TVOOAR M 32 o -11%88
Total Goodwill 675 650

*of which CHF 549 million is

attributable to revaluation of Land

*of which CHF 737 million is

attributable to revaluation of Land

Based on the strategic significance of the acquisition for Clariant, goodwill is being amortized over a period of 20 years.
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Notes to the Consolidated Financial Statements

3. Tangible fixed asset movements

in CHF mio Land Buildings Machi- Furni- Plant Total Total

nery ture, under 1998 1997

and vehicles cons-

equip- computer truction
ment hard-
ware

Costs e e b
atldanuary B S0sg §..2330% N . S687Q B 8139 B.. %63 R g .. 2348}
Changes in consolidation scope™ - S176 L Tms L o188 L 86 T8 68 L 1772
Additions and reclassifications  © 10 L8 L L2501 O OO S paad I 343
Disposals ol oA B S O 2300 L A md I 362 L 2810
Translationeffects L. pcd S S22 I =2 L ! T .l B mad 288
at31December M. 6338 R..220% N .. 3926F L] 48 R 3l O amp N 98947
Accumulated depreciation  C
atlJdanuary B wl O DALL) O 78y R 6TR N ol W Bnladd WO ~1206§
Change in consolidation scope™ I LLE1S S 183 S I 070 L 4239
Additions and reclassifications  © o I Sasf L 336 L BN o I oAl L 339
Disposals oM w 1 D 128 M. 1408 N B w [ 2050 L. 2043
Translation effects 0 o T S S L I [} I w O A T 139
at31December N wl O BaLE01 O —385) Looop L wl O D] O S mhall
Book value at 31 December ~ ~ § 63p L. 11280 B L | 54 .38 . 4453
Insured value at 31 December 14 068 13722

*1998 mainly InfraServ GmbH & Co. Gendorf KG

The capitalised cost of tangible fixed assets under lease contracts at 31 December 1998 amounts to CHF 10 million with a book value of
CHF 4 million (1997: CHF 9 million, and CHF 4 million respectively).

62 Exactly your chemistry



>N

Clariant
Notes to the Consolidated Financial Statements
4. Intangible asset movements
in CHF mio Goodwill Other Total Total
1998 1997

*CHF 25 million of the total pertains to an increase in the goodwill associated with the acqui-

sition of the Hoechst Specialty Chemicals business

5. Financial assets

31.12.1998 31.12.1997
B S CHFmio} K. CHF mio §
.................................................................................................. nitd N R .1 |

SR —.1
Total e B a2y Q.52
Income from investments in associated
companies 57 13
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Notes to the Consolidated Financial Statements

6. Inventories

31.12.1998 31.12.1997
CHF mio CHF mio

1. Trade accounts receivable

31.12.1998 31.12.1997
ST N CHFmio) = CHF mio |
Receivablesgross L oo 1754
Provision for doubtful receivables & 186 83
Totalnpet . Looasn. 0 1671
8. Other current assets
31.12.1998 31.12.1997
S CHFmio) = CHF mio |
Otherreceivables 35 . L 54
Short-term financialassets o 18 L 12
Prepaid expenses / accrued income o 105 o 70
Total 478 596
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Clariant
Notes to the Consolidated Financial Statements
9. Financial instruments
31.12.1998 in CHF mio Contract volume Replacement Value
+ —

All financial instruments fall due between 1999 and 2007.
Additionally, written call options for 86,000 registered shares of Clariant Ltd with a strike price

of CHF 750 per share were not yet executed as of 31 December 1998.

10. Changes in share capital and treasury shares

Registered shares each with a par value of CHF 50 (1997: CHF 100)

Number of shares Par value
R S S S CHF mio |
at31 December 1997 e R T 2T O0OR W 273
Share split 1:2, change of par value from CHF 100to CHF 50 per share = 145440000
Increase of share capital by conversion of bonds B
at31December 1998 e B ] 145456360 B 127}
TreasUry SNar S e 304466 -15.
Outstanding Capital 31. December 1998 14241170 n2
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Notes to the Consolidated Financial Statements

11. Long-term financial debts

Convertible Bond

1% convertible bonds 1997 — 2002 of CHF 456 million issued on 19 August 1997. The issue price was 100% of the
principal amount. A disclosure according to IAS 32 has not been presented. Bonds with a CHF 5,000 nominal
value can be converted into 8.7719 registered shares of Clariant AG during the period from 19 August 1997 to
19 August 2002, respectively until the early redemption date. Early redemption by Clariant is possible:

— t0 100% after 3 years (19 August 2000)

— t0 100% at anytime, if more than 95% of the original nominal value has been converted.

As of 31 December 1398 bonds with a nominal value of CHF 935,000 were converted in shares. [

Straight Bonds
4%% bonds 1995-2000 of CHF 150 million issued on 18 October 1995 by Clariant Ltd., Muttenz. The issue price was
102% of the principal amount. Maturity is on 18 October 2000 at 100% with earlier redemption not possible.

31.12.1998
CHF mio

4/% bonds 1996— 2003 of CHF 150 m|II|on |ssued on 29 JuIy 1996 by Clarlant Ltd Muttenz The issue price Wae N

1015/% of the prmmpal amount. Maturlty is on 29 JuIy 2003 at 100% W|th earller redemptlon not possmle

/% bonds 1996 2006 of CHF 200 million |ssued on 29 November 1996 by Clarlant Ltd., Muttenz The issue price Wasmw o

1017/% of the principal amount. Maturity is on 29 November 2006 at 100% with earlier redemption not possible. =

3%% bonds 1997-2004 of CHF 300 million |ssued on 27 August 1997 by Clarlant Ltd., Muttenz. The issue price was

101%% of the principal amount. Maturity is on 27 August 2004 at 100%, with earlier redemption not possible. |

3%% bonds 1997-2007 of CHF 200 million issued on 27 August 1997 by Clariant Ltd., Muttenz. The issue price was

101%% of the principal amount. Maturity is on 27 August 2007 at 100%, with earlier redemption not possible. |

3% bonds 19982005 of CHF 250 million issued on 3 March 1998. The issue price was 101.50% of the principal

amount, Maturity is on 3 March 2005 at 100%, with earlier redemption not possible. K

Liabilitios to hanks and other financial institutions ... e
Obligations under finance leases

Subtotal

Breakdownbymatury v L
oo

2001

'Tmﬁffffffﬂfﬂf

2003

o tereater [ 20
Tl
E@@M@h%ﬁ&fffffffffﬂﬂﬂﬂﬂfffffffﬁﬁfffffffff]

| “,.Q,t.h.?r,.

Total valua of the securily given, usually against tangible fixed assets o L
Total secured long-term financialdebts e

*1997 included in “Other”
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Notes to the Consolidated Financial Statements

12. Deferred taxes

Clariant
31.12.1998 31.12.1997
CHF mio CHF mio

Tangible and intangible asset depreciation and
amortization 683* 501

Tangible and intangible asset depreciation and

amortization 4 8
Employee benefitliabilities 9 8
Other accruals and provisions 0. 45 0%
Total e STUN S . )
Net deferred tax liability (asset) pZ | -33

IAS 12 (revised) was adopted during 1998. The effect (*) of applying IAS 12 (revised) resulted
in anincrease in deferred tax liabilities of CHF 193 million at 1 January 1998. It would be

impractical to restate the prior period values accordingly.
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Notes to the Consolidated Financial Statements

13. Other long-term liabilities 31.12.1998 31.12.1997

14. Short-term financial debts

31.12.1998 31.12.1997
ST I CHFmio = = CHF mio |
Banks and other financial institutions
(including employees’ accounts) 664 1255
Current portion of long-term financial debts = 8 L L 150
Total 6.2 = 1210
15. Other short-term liabilities
31.12.1998 31.12.1997
CHF mio CHF mio
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Clariant
Notes to the Consolidated Financial Statements
16. Pension and termination The following is a summary of the status
benefit plans of the plans:
The Group has, apart from the legally 31.12.1998 31.12.1997
required social security schemes, nume- ~ CHF mio CHF mio

rous independent pension plans. The  Assets ofindependent pensionplans R %48 § 83}
assets are principally held externally. For Provisions for pension and termination benefits

certain Group companies, however, no included in the Group balance sheet

independent assets for the pension bene- under other long-term liabilites o 246 o 235
fit obligations exist. In these cases,a ~ Sub-total iz 0 1128
related liability has been created, which  Present value of the anticipated benefits

is included in the balance sheetunder o active andretiredemployees R -1009% § 974}
other long-term liabilities. Surplus 015

Defined benefit pension plans cover
more than 60% of the Group’s employ-
ees. In 1998, the defined benefit obligati-
ons and related assets of most plans have
been recalculated. Future obligations
and the corresponding assets of those
plans considered as defined benefit plans transferred to Clariant remain insured

US employees formerly with the Hoechst The following are the principal assumpti-
ons used in calculating the defined bene-
fit obligation of defined benefit plans:

Specialty Chemicals business and now

under IAS 19 are recalculated on a regu- with Hoechst for their retirement benefit
lar basis and are audited by independent claims incurred prior to 30 June 1997.
parties. All pension plan assets are valued

at fair market value. All pension plan

obligations are sufficiently funded by

Weighted average %

assets. R L. ] W ST
Discountrate o o BOR R B3
Inflationrate s e 2R M35 Y
Returnonassets i o DR R B3

Contributions to Group defined benefit
plans during 1998 totaled CHF 55 mil-
lion; contributions to defined contribu-

tion plans equaled CHF 25 million. There

exists a provision in the amount of

CHF 91 million for additional benefits
(medical etc.) related to US and Cana-
dian employees.
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Notes to the Consolidated Financial Statements

17. Stock option plan In 1996, a stock option plan for employ- been issued. Shares to cover the options
ees was introduced by the Clariant issued are held by an external fund.
Group. As of the end of 1998, 6,698 regi-
stererd shares and 36,732 options have

18. Financial expense, net

19. Other income and expense 1998 1997
R S CHFmio} R . CHF mio §
Otherincome e O EE 3]
Other expense e e O I -123
Total e i N 3

20. Taxes 1998 1997
R S CHFmio} R CHF mio §
Currentincometaxes ol wibad 1 I Z170g
Deferred income taxes .. wi O 54
Total 309 215
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Clariant
Notes to the Consolidated Financial Statements
Tax expense on the consolidated earnings 1998 1997
before taxes differs from the maximum Maximum Swiss taxrate L 248% 24.8%
Swiss tax rate applicable to corporations Effect of different tax rates in other countries o 2% 22.0%
domiciled in Switzerland as follows: Effect of expenses which are additionally tax
deductible -1.3% -5.7%

No material tax losses were used to reduce 31.12.1998 31.12.1997
deferred tax liabilities. Tax losses andtax CHFmio | . CHF mio |
credits on which no deferred tax was cal- Unrecognised tax losses L 8. Lo nag
culated are as follows: Unrecognised tax credits 25 9

All tax losses and tax credits presented expire between 1999 and 2005.

21. Earnings per share (EPS) account the split in June 1998: in the diluted earnings per share was
14,522,273). Earnings per share amoun- 15,127,867 (1997: 14 788 936). Diluted

Earnings per share are calculated by divi- ted to CHF 36.25 (1997: CHF 21.99). earings per share amounted to CHF 34.33

ding the group net income by the average Diluted earnings per share takes into (1997: CHF 21.03).

outstanding number of shares (issued account the potential shares that will be

shares minus treasury shares). The aver- issued on full conversion of the conver-

age number of shares outstanding for tible bonds of 19 August 1997 of Clariant

1998 was 14,329,503 (1997 taking into  AG. The average number of shares used

22. Personnel expense 1998 1997
CHF mio CHF mio
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Notes to the Consolidated Financial Statements

23. Divisional breakdown of key figures 1998 and 1997 (in CHF million)

Division Sales' Operating income Net operating assets
before amortization of at31.122
Goodwill

Division Investment in tangible Depreciation and
fixed assets amortization of tangible

and intangible fixed assets

1 Comparisonto Proforma 1997 see page 51

2 Within Net Operating Assets, fixed assets including infrastructure, inventory, trade payables and receivables were allocated to each
division. All other balance sheet positions generally included in the calculation of Net Operating Assets, particularly Goodwill, were
allocated to Corporate

* notavailable
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Clariant
Notes to the Consolidated Financial Statements
24, Regional breakdown of key figures 1998 and 1997 (in CHF million)
Region Sales' Operating income Number of employees
before amortization at31.12.

of Goodwill®

Region Investments in tangible Depreciation of tangible Net operating assets
fixed assets fixed assets at31.123
B N 19988 R.1997R N 19988 4. NTR R 19984 R 197§
L 2878 B 198 0 L1 N 250 L. 3654f L. 3808]
USA/Canada/Latin America N . 1580 M. 66 M. 130 M. 1 1258 ... 14413
Asia/Africa/Australia L] 20 N 24 T T o I %68 M. e 76|
Total Group 464 343 554 339 5915 6225

* incl. 1,305 employees of InfraServ GmbH & Co., Gendorf KG
1 allocated by region of third party sale’s destination
2 allocated by region of production and selling entity

3 long-term and current assets (excluding cash and short-term deposits) less non-interest bearing liabilities

Exactly your chemistry 73



Notes to the Consolidated Financial Statements

25. Commitments and contingencies

Contingencies

In the course of normal business, affilia-
ted companies may be involved in admi-

nistrative proceedings and in litigation as e

a result of which claims are being made
against them.

In the opinion of Group management,
however, the outcome of the actions
referred to will not materially affect the
Group’s financial position.

26. Affiliates, joint ventures
and associated compa-
nies

The principal affiliates, joint ventures

and associated companies are listed on
pages 84 to 85.
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Leasing commitments
Commitments arising from fixed-term operational

leases mainly from InfraServ companies,

at31 Decemberareasfollows: . .198 A .

.

1998 1997
CHF mio CHF mio

. thereafter § 6@ R .

21. Related party transac-
tions

The Clariant Group maintains business
relations based on the “arm’s length prin-
ciple” with the following related parties:
Hoechst Group, InfraServ companies in
Germany (industrial parks operated
jointly with companies of the Hoechst
Group and third parties), Harco Harlow
Chemical Company Ltd., England,
Hoechst-Gosei K.K., Japan, Perstorp-
Clariant AB, Sweden.
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Notes to the Consolidated Financial Statements

28. Exchange rates of principal currencies

Rates used to translate the consolidated

balance sheets (closingrate) 0

L 100
Ao

. 000
L 100
—
100

AR —

Average sales-weighted rates used to translate the consolidated

income statements and consolidated statements of cash flow:

—
100
.00
Ao

L 100
Ao

Uso g
DEM .}
GBP R
BEF .}

311219973
145y
A |
L |
24y
083y
1123
3y
0%}

1997y
14y
R |
A |
2373
085y
1208
406
0593

= Clariant

chester VA (USA) including staff is
transferred to Clariant. The Hydroce®rol
production in Ingelheim on the Rhine
(Germany) will be transferred along with
a part of the staff to a different site within
the Clariant Group. Sales of Hydrocé®rol
amounted to DEM 40 million in 1998.
Clariant has signed an agreement to
establish a joint-venture with Sang Ho
Mercantile Co. Ltd, one of Korea'’s fore-
most producers of plastic compounds
domiciled in Yangsan, Province of Kyon-
gnam. Clariant’s share in this joint-ven-
ture, which will be operating worldwide
under the name of Sang Ho Mercantile
Co. Ltd, amounts to 55% and will be
fully consolidated in the Clariant Group
accounts as from 1 January 1999
onwards. Sang Ho Mercantile Co. Ltd.

has 130 employees and generated sales in

the amount of USD 13 million in 1998.

In February 1999 Clariant signed an
agreement with the present joint-venture
partner Nippon Gohsei to acquire the
remaining 50% participation of Hoechst
Gosei K.K., Japan. Hoechst Gosei K.K.,
to be renamed after the transaction to

29. Events occurring subse-
quent to the balance
sheet date

Clariant Polymers K.K., has 170 employ-
ees and generated 1998 sales of more
than USD 60 million.

As of 1 January 1999, Clariant acquired
the worldwide Hydrocergl business
from Boehringer Ingelheim. In addition
to the actual business activities, the
production site for Hydrocer%lin Win-
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Report of the Group Auditors

PRICEWATERHOUSE(COPERS

Report of the Group Auditors to the General Meeting of Shareholders of Clariant Ltd.,
Muttenz

As auditors of the group, we have audited the consolidated financial statements (balance sheet, income statement, céatement of
flows, statement of changes in equity and notes — pages 52 to 75) of the Clariant Group for the year ended 31 December 1998.

These consolidated financial statements are the responsibility of the board of directors. Our responsibility is to eppTEss@m o
these consolidated financial statements based on our audit. We confirm that we meet the legal requirements concernireg professio
qualification and independence.

Our audit was conducted in accordance with auditing standards promulgated by the profession and with the Internatiorsab®Standard
Auditing issued by the International Federation of Accountants (IFAC), which require that an audit be planned and pedbtaied to
reasonable assurance about whether the consolidated financial statements are free from material misstatement. We hareaexamined
test basis evidence supporting the amounts and disclosures in the consolidated financial statements. We have alsoaassessed the
ting principles used, significant estimates made and the overall consolidated financial statement presentation. We belieuelthat
provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the financial position, the resultsoofsopedahe

cash flows in accordance with the International Accounting Standards (IAS) issued by the International Accounting Stanaiérds Com

tee, and comply with the the law and the provisions as contained in the Listing Rules of the Swiss Exchange.

We recommend that the consolidated financial statements submitted to you be approved.
STG-Coopers & Lybrand AG

U. Vogt Dr. R. Gerber

Basle, 12 April 1999
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Clariant
Review of Trends
Five year Group Summary 1994-1998
1998 1997 1996 1996 1995 1994
Proforma = Proforma Proforma | Proforma

* not available

1 incl. trading
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Review of Trends

Trend in Group Sales by Business Sector / Division
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Leather k... bR bR
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Clariant
Review of Trends
Trend in Group Sales by Region
1998 1997 1996 1996 1995 1994
Pro forma Pro forma Pro forma Pro forma
——— CHFmio | % [ CHFmio| % = CHEmio % 7 CHFmiof % ~ CHFmio % [ CHFmio | %
Region
Europe L) ST 55 L 5433 53 L . W B B 1026 44 . 936 4 [ 958 4.
USA/Canada/
Latin America  ©  2729] 29 . 2857 28 i B B 758 82 64 82 [ . 811, 35
Asia/Australia | 13617 14 . 1ees; 17 oo i B as | 21 a3 21 L a8 21
Africa M2 260 2 b e B 68 3 62 3 ... 66 3.
Total .. 958 100 = 10184 100 8902 100 © 2337, 100 2145 100 O 2333 100
* not available
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Review of Trends

Investments by Region

Region

USA/Canada/

Latin America

Asia / Australia

Africa

Total

* not available
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Review of Trends

Trend in Group Personnel Employed by Region

31.12.1997

31.12.1996

Pro forma

31.12.1998
Number
Region
Europe 17 069
USA/Canada/
Latin America 6153
Asia / Australia 5605
Africa 452
Total 29279

31.12.1996

31.12.1995

>N

Clariant
31.12.1994

Number® %
4241 49
2812 32
1538 18
87 1
8678 100

Exactly your chemistry
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Review of Trends

Share Information*

31.12.1998 31.12.1997 31.12.1996

Number of registered shares issued
(at par value CHF 50 each) 14 545 636** 14 544 000 8000000

Number of shares created by conversion

within the limits of the conditional capital

Diidondporsharein K | s | wl L s
YearendpriceinCHE el el L s
Stockoxchango capitalinCHFmio | sms | sl 2wl
————. _— | e

* all quotations were adapted to the share split 1:2 of June 1998 (every registered share with a par value of CHF 100 each was split into two
registered shares with a par value of CHF 50 each), therefore the values are comparable
** the 1,636 shares are already included in the total of 14,545,636 as on 31 December 1998

*** according to the resolution of the Board of Directors
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Review of Trends

Shareholders’ structure according to number of shares held
31 December 1998

Number of shares Number of  in% Number of shares  in %
e ShETRRONeTS
Sharesnotregistered T T 212815 8T

Total registered shares

Shareholder’s structure according to regions
31 December 1998

Regions Number of | in % Number of shares ' in %

e ShATRROI TS
Outsideof Burope ey 0 N B0
. thereof USA oMo 890 03 122102808
Sharesnotregistered LTl T 2TN28TS 8T

Shareholders holding 5% and more of the shares issued

Frankfurter Spezialchemikalien Vermdgensverwaltungs GmbH & Co. KG.,
a100% owned subsidiary of Hoechst Ltd, Frankfurt ... 6544000shares

On 29 April 1997, the General Meeting < Limitation of voting rights to 10% of e Opting up to 49% for the mandatory
of Shareholders of Clariant Ltd approved  the share capital, respectively 33.4% of  offer as regulated by Article 32 of the
the following statutory regulations: the votes represented at the General Federal Law on Stock Exchanges and
Meeting ( the latter for decisions under  Securities Trading (Bundesgesetz liber
Article 704 Swiss Code of Obligations) die Borsen und den Effektenhandel,
BEHG)
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Affiliated companies and other holdings as at 31 December 1998

Although the economic transfer has taken place, the Hoechst
companies marked with an asterisk could still not be transferred

to Clariant under national civil law in 1998.

Argentina .
Australia
Austria
Belgium .

BraZ|I

Camada

Chile

Chna

Colombla -
Czech Republlc -
Denmark
Ecuador
Egypt
S .*The Egyptian German Companyfor Dyes and Resms S A E Calro
Finland
France

Germany

GreatBritain

Greece

Guatemala
Hungary .
India e
*ColourChem Ltd., Mumba|

Indonesia

Ieland

Clariant (Argentina) S.A, Buenos Aires
Clariant (Australia) Pty. Ltd., Melbourne
Clariant (Oesterreich) GmbH Vienna S
Clariant (Benelux) S.A,, Louvaln La- Neuve T
Clariant S.A., Sdo Paulo and Resende

Clarlant(Canada)Inc Quebec

Clariant Colorquimica (Chile) Ltde Santlago de Chlle

Clariant (Tianjin) Ltd., Tianjin S
_Clariant Chemicals (Chma) Ltd., Shanghal S
Clariant (China) Ltd., Hong Kong

N .* Clariant Guangzhou Masterbatch Ltd., Guangzhou o

~*Clariant (Tianjin) Pigments Co.Ltd. Tlan]m S

~ Tianjin Hua Shi Chemicals Co. Ltd., Tianjin |
CIanant(CoIombla) SA, Santa Fé de Bogota R

Clariant CR s.r.o., Prag”e e
CIarlant(Danmark) A/S, Karlse S
Clariant (Ecuador) S.A., Quito

* Clariant (Egypt) S.A.E., Calro

Clariant (Finland) Oy, Helsinki -

_Clariant Huningue S.A., Hunmgue S
Clariant (France) S.A., Paris La Defense . -
CIanantVerwaltungsges mbH, Lemfelden Echterdmgen -
Clariant (Deutschiand) GmbH, Leinfelden-Echterdingen
_Clariant GmbH, Frankfurt

Clariant Masterbatch GmbH & Co OHG Lahnstem R
Clariant Holdings UK Ltd, Horsforth/Leeds

_ Clariant UK Ltd,, Horsforth/Leeds |
~ TRl Serwces Ltd ‘Stockport

RV Chemicals Lid, Horsfort/Leeds
Clarlant(HeIIas)SA Lykovrisi

Clariant (Guatemala) S.A., Guatemala Clty R
Clariant Hungaria Kt Budapest
Clariant (India) Ltd., Mumbai

PT.Clariant Indonesia, Tangerang
) RT-.P“.'Qs.Y”'Fh‘?f".‘?Sz‘.J?‘.'?a‘”.a“ e
Masterplast Ltd, Naas .
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@ above 90%

v above 50 and up to 90%
B 50% and below

1 Management and Support

taly ... [CUlariant(ltalia) Sp.A. Milan

Japan  Clariant (Japan) KK, Tokyo

. CorintTokwamaldd,Toko
l‘(e.nkya S Clarlant(Eastern Afrlca) Ltd Narrobl S

Korea  Clariant (Korea) Ltd., Seoul
) Clar|ant Industries (Korea) Ltd Seoul

Malaysia Clariant (Malaysia) Sdn. Bhd. Shah Alam
Mexico ~ Clariant (México) S.A. de CV Naucalpan de Juarez o
) Clar|ant Productos OU|m|cos S A.de Cj\'/‘.,.SHanta .Clara. o

Morocco o Clarlant(Maroc) S. A Casablanca B

Netherlands ~Mare Chemicals Vlrssmgen B.V, Vllssmgen

. DickPetersB.V, Denekamp
New Zealand Clarlant(New Zealand) Ltd., Takapuna Auckland

Nigeria  Clariant(Nigeria) Ltd, lkeja-lagos

Norway CIanant(Norge) AS Oslo )

Pakistan Clarlant(Paklstan) Ltd Karachl S

Peru o Clarlant(Peru) SA, lea B

Phlllpplnes - Clar|ant(Ph|l|pp|nes) Corp Makat| C|ty Mamla

l"ola.nd‘ o Clarlant Polska Sp z.0.0,, Warsaw N

Potugal  Clariant Quimicos (Portugall L. Porto

Singapore  Clariant (Singapore) Pte. Ltd., Smgapore

“Soutll.l'-\frlca‘ - Clar|ant Southern Afr|ca (Pty) Ltd Weltevreden Park .
Spain  Clariant Pmducms SA. El Prat de  Llobregat

HCIanantlbencaSA Barcelona

‘ ) Clarlant Espemalldades Clurmlcas S L Barcelona .
) DlsperSA SantAndreu de Ia Barca‘ S

Sweden . ) CIanant(Svenge) AB, MélIndal

Swnzerlandu - Clar|ant Internatlonal AG Muttenz
. Clariant(Schweiz) AG,Muttenz
Taiwan ~  Clariant (Taiwan) Co. Ltd. Taipei

Thailand ~ Clariant Products Ltd., Bangkok

~ Clariant Chemlcals Ltd Bangkok H -
_ Clariant Emulsions (Tha|land) Ltd.,, Bangkok T

_Drycolor Pacific Co. Ltd., Bangkok

Toisia  ClriontTunisie SA, CherguiaTunis

Turkey CIanantA S Istanbul

Uruguay C'ar'ant(Uruguavl SA Montev'deo o
UsA  Clariant ,CorP.O,rat.ron,Ch,arbtte.N‘-,Cr e
Venezuela ~ Clariant (Venezuela) S.A, Caracas

= Clariant
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1998 Financial Statements of Clariant Ltd., Muttenz

Clariant Ltd. Balance Sheets (prior to profit
appropriation)

at 31 December 1998 and 1997

31 December 31 December

Total assets

The notes on pages 90 to 95 form an integral part of the financial statements
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1998 Financial Statements of Clariant Ltd., Muttenz

31 December 31 December

231534 742
1 540 868 520

The notes on pages 90 to 95 form an integral part of the financial statements
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1998 Financial Statements of Clariant Ltd., Muttenz

Clariant Ltd. Income Statements

1998 and 1997

The notes on pages 90 to 95 form an integral part of the financial statements
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Clariant
1998 Financial Statements of Clariant Ltd., Muttenz
Proposal for Profit Appropriation of Available
Earnings

1998 1997

N S, L B CHF
Available unappropriated earnings
NetinCome 1683863730 L . 103842 050 |
Balance carried forward from previousyear L 81810120 41270227
i I I — —

Distribution of a dividend of CHF 9.00 gross on 14 545 636 registered shares with

aparvalue of CHF50.— L -130910724
(1997: CHF 14.00 gross on 7 272 000 registered shares with a par value of CHF100-) © = = 101808 000
Balance to be carried forward 43636 721 6161 072
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Notes to the financial statements of Clariant Ltd.

1. Accounting policies

2. Financial assets

Introduction
The unconsolidated financial statements of Clariant Ltd. comply with the requirements
of the Swiss Company Law.

Exchange rate differences

Balance sheet items denominated in foreign currencies are converted at year-end
exchange rates. Exchange differences arising from these as well as those from business
transactions are recorded in the income statement.

Financial fixed assets
These are valued at acquisition cost less adjustments for impairment of value.

Provisions
Provisions are made to cover existing liabilities.

Financial assets include loans to Group companies totaling CHF 2,955.2 million (1997:
1,664.7 million). The principal direct and indirect affiliated companies, joint-ventures
and other holdings of Clariant Ltd. are shown on pages 84 to 85 of this report.

3. Cash, marketable securities and short term financial assets

4. Share capital

90
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Securities include treasury shares valued at fair market value in the amount of
CHF 193.3 million (see also footnote 7).

31121988 [ 31121997
Number of registered shares each with a par value

of CHFS0(1997: CHF100) . .....L. 145456367 7272000
N CHE ., 121 281800 F 727200 000



= Clariant

Notes to the financial statements of Clariant Ltd.

Share split

Capital increase

Conditional capital increase

On 12 June 1998, the Annual General Meeting of Shareholders approved a 1:2 share
split. The 7,272,000 shares, each with a par value of CHF 100 were converted into
14,544,000 shares, each with a par value of CHF 50.

At the same time the conversion rights of the CHF 456,000,000 1% convertible bonds
1997-2002 were adapted. Each bond with a par value of CHF 5,000 can be converted at
no additional expense into 8.7719 Clariant AG registered shares with a par value of

CHF 50 each (formerly 4.3859 registered shares with a par value of CHF 100 each) until
19 August 2002 or until the early repayment date.

As of 31 December 1998, CHF 935,000 of the 1% convertible bond 1997-2002 worth
CHF 456,000,000 was converted into 1,636 registered shares in Clariant AG with a
nominal value of CHF 50. The share capital grew accordingly by CHF 81,800.

The Annual General Meeting held on 12 June 1998 approved an increase of the condi-
tional capital from CHF 40,000,000 to CHF 80,000,000 and the following amendment
of Art. 5b of the Articles of Association :

The company’s share capital shall be increased by a maximum of CHF 80,000,000 at a

time by issuing no more than 1,600,000 registered shares with a nominal value of

CHF 50, to be paid up in cash, through the exercise of conversion or option rights

granted to their holders in relation to bonds that were issued by the company or by one

of its subsidiaries. The relevant holders of conversion or option rights are entitled to
subscribe to new shares. The acquisition of registered shares through the exercise of
conversion and option rights is subject to the statutory terms of assignment covered by

Art. 5 of the Articles of Association. The terms of issue are laid down by the Board of

Directors. In the case of those convertible bonds and warrant bonds which, by order of

the Board of Directors, are not offered to shareholders in advance of the subscription

date, the following shall apply:

— The proceeds from the issuance of such convertible bonds and warrant bonds may
only be used for financing and refinancing the acquisition of companies, divisions or
affiliated companies.

— The new shares are issued at the relevant conversion and/or option terms. Convertible
bonds and warrant bonds are to be issued at the prevailing market terms.
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Notes to the financial statements of Clariant Ltd.

Conversion rights may be exercisable for a maximum of 10 years and option rights for a
maximum of 5 years after the issue date of the bond in question.

Introduction of authorized capital

5. Reconciliation of equity

in CHF

Balance31.121997 ...}

Capital increase due to

stock option rights exercised

(convertible rights) =

Purchase of treasury shares

Profitfor the year

The Annual General Meeting held on 12 June 1998 approved the creation of authorized
capital of CHF 40,000,000 and the introduction of a new Art. 5c in the Articles of Asso-
ciation, i.e.:

The Board of Directors is authorized to increase the share capital at any time before 12
June 2000 by a maximum of CHF 40,000,000 through the issuance of no more than
800,000 registered shares with a nominal value of CHF 50 to be paid up in full.
Increases by means of direct underwriting followed by an offer to existing shareholders
as well as partial increases are permitted. The Board of Directors shall decide upon the
amount of issue in each case and the date on which shareholders are to become entitled
to dividends. The new registered shares are subject to the terms of assignment in accor-
dance with Art. 5 of the Articles of Association.

The Board of Directors is authorized to exclude the subscription right of shareholders
and assign this to third parties if such new shares are to be used (1) for taking over com-
panies by means of share swapping or (2) for financing the acquisition of companies,
divisions or affiliated companies. Shares for which a right of option has been granted

but not exercised are to be sold at the prevailing market price.

Registered Legal Reserve for Unappropri- Total
shares reserves treasury ated retained
e bbb Shares [ earnings |
...J272000008 ~ § 14849885008 ~§  55029300§ N 107369072§ N 23751868724
. ARAhad W LYAES Tnrd N T W SR |
Dividends for 1997 b b, 7101808000 T 101808 000
L1212818000 § 13093337787  § 231534742 F 174347445 || 2442697765]

Balance31.12.13%8 ...}
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Notes to the financial statements of Clariant Ltd.

6. Legal reserves

In 1995, 4,000,000 registered shares were issued to Sandoz Ltd. in exchange for the
contribution in kind of assets which settled the equity capital of Clariant Ltd. by CHF
795,602,000. The amount in excess of par value of CHF 395,602,000 was recorded as
legal reserves. On 1 July 1997, 3,272,000 registered shares were issued to Hoechst Ltd.,
Frankfurt in exchange for CHF 1,471,615,800 in assets. The amount in excess of par
value of CHF 1,144,415,800 was recorded as legal reserves. In 1998, conversion options
associated with the 1% convertible bond 1997-2002 of CHF 456 million were excer-
cised resulting in the issuance of 1,636 registered shares. The difference to the par value
of CHF 850,720 was allocated to legal reserves.

1. Reserve for treasury shares held by the Group

Between February and November 1998, the Group purchased 208,506 Clariant AG
registered shares with a par value CHF 50 per share from the market at market value.
Considered together with the balance of treasury shares held at 31 December 1997,
95,960 registered shares with a par value of CHF 50, total treasury shares held by Clari-
ant AG amounted to 304,466 registered shares as of 31 December 1998. In accordance
with the Swiss Code of Obligations paragraph 659a Il, the required reserve for treasury
shares has been made out of the part of available legal reserves, which exceeds 20% of
share capital. Additionally, written call options for 86,000 registered shares Clariant Ltd
with a strike price of CHF 750 per share were not yet executed as of 31 December
1998.

A part of the shares are reserved for the “Clariant Group Share Appreciation
Rights/Stock Option Plan”.
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Notes to the financial statements of Clariant Ltd.

8. Long-term financial debts

94
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Convertible bond

On 19 August 1997, Clariant Ltd. issued CHF 456,000,000 of 1% convertible bonds

1997-2002. The issue price represents 100% of par value. Bonds with a CHF 5,000 par

value can be converted into 8.7719 registered shares of Clariant Ltd. during the period

from 19 August 1997 to 19 August 2002 resp. until the early redemption date.

Early redemption by Clariant Ltd. is possible:

—to 100% after 3 years (19 August 2000)

—to 100% at anytime, if more than 95% of the original nominal value has been con-
verted.

Until 31 December 1998, bonds with a par value of CHF 935,000 have been converted

to shares.

Straight bonds

— 4%,% bonds 1995-2000 of CHF 150 million issued on 18 October 1995 by Clariant
Ltd., Muttenz. The issue price was 102% of the principal amount. The maturity is on
18 October 2000 at 100%, with earlier redemption not possible.

— 4%% bonds 19962003 of CHF 150 million issued on 29 July 1996 by Clariant Ltd.,
Muttenz. The issue price was 1015/8% of the principal amount. The maturity is on
29 July 2003 at 100%, with earlier redemption not possible.

— 4%:% bonds 1996—-2006 of CHF 200 million issued on 29 November 1996 by Clariant
Ltd., Muttenz. The issue price was 1017/8% of the principal amount. The maturity is
on 29 November 2006 at 100%, with earlier redemption not possible.

— 3%% bonds 1997-2004 of CHF 300 million issued on 27 August 1997 by Clariant
Ltd., Muttenz. The issue price was ¥ of the principal amount. The bonds mature
as of 27 August 2004, with no option for early redemption.

— 3%,% bonds 1997-2007 of CHF 200 million issued on 27 August 1997 by Clariant
Ltd., Muttenz. The issue price was 101 1/4% of the principal amount. The bonds
mature as of 27 August 2007 at 100%, with no option for early redemption.

— 3% bonds 1998-2005 of CHF 250 million issued on 3 March 1998 (by Clariant Ltd.,
Muttenz). The issue price was 101.50% of the principal amount. The bonds mature as
of 3 March 2005 at 100%, with no option for early redemption.



S

Clariant
Notes to the financial statements of Clariant Ltd.
9. Contingent liabilities
Outstanding liabilities Outstanding liabilities
31.12.1998 31.12.1997
Outstanding liabilities as guarantees in
favour of Group companies B

10. Voting and legal registration limitations
In accordance with Article 5 of the Articles of Incorporation, no limitations with regard
to registration of shares which are acquired in one’s own name and on one’s own
account exist. Special rules exist for Nominees.
In accordance with Article 12 of the Articles of Incorporation, each share has the right to
one vote. A shareholder can only vote, for his own shares and for represented shares, up
to a maximum of 10% of total share capital. For resolutions of the General Meeting of
Shareholders where the agreement of at least 2/3 of the represented votes and a majority
of the represented shares are required by Article 704 Swiss Code of Obligations, a
shareholder can vote on his own behalf and on the behalf of other shareholders for up to
33.4% of the votes present at the resolution.

11. Shareholders holding 5 percent or more of total share capital
Based on the information available at the time of this report, Frankfurter Spezial-
chemikalien Vermdgensverwaltungs GmbH & Co. KG., a 100% owned subsidiary of
Hoechst AG, Frankfurt owns 45% of the share capital on 31 December 1998
(1997: Hoechst Ltd., Frankfurt 45%).

Exactly your chemistry 95



Report of the Statutory Auditors

PRICEWATERHOUSE(COPERS

Report of the Statutory Auditors to the General Meeting of Shareholders of Clariant Ltd., Muttenz

As statutory auditors, we have audited the accounting records and the financial statements (balance sheet, income staiaent and
pages 86 to 95) of Clariant Ltd. for the year ended 31 December 1998.

These financial statements are the responsibility of the board of directors. Our responsibility is to express an opiséfinam tied
statements based on our audit. We confirm that we meet the legal requirements concerning professional qualification and indepen
dence.

Our audit was conducted in accordance with auditing standards promulgated by the profession, which require that anrentit be pla
and performed to obtain reasonable assurance about whether the financial statements are free from material misstatesment. We hav
examined on a test basis evidence supporting the amounts and disclosures in the financial statements. We have also assessed the
accounting principles used, significant estimates made and the overall financial statement presentation. We believelithatosur au

vides a reasonable basis for our opinion.

In our opinion, the accounting records and financial statements and the proposed appropriation of available earningshcitraply wit
law and the company’s articles of incorporation.

We recommend that the financial statements submitted to you be approved.
STG-Coopers & Lybrand AG

U. Vogt R. Sauter

Basle, 19 March 1999
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Principal companies

Argentina: Clariant (Argentina) S.A. Avda. Int. Tomkinson 2054, 1642 San Isidro,
Buenos Aires, T +54 11 4732 5836, F +54 11 4732 50Aastralia: Clariant

(Australia) Pty. Ltd., 675-685 Warrigal Road, Chadstone Victoria 3148, T +61 3 9254
1000, F +61 3 9254 1018 Austria: Clariant (Oesterreich) GmbH, Altmannsdorfer
Strasse 104, 1121 Wien, T +43 1 801 0122, F +43 1 801 01 #B2@elux: Clariant
(Benelux) S.A., Parc Scientifique Fleming, 1, rue Fond Jean Paques, 1348 Louvain-la-
Neuve, T +32 1048 0511, F +32 1048 066Brazil: Clariant S.A., Av. das Nacdes
Unidas, 18.001 Sao Paulo SP 04795-900, T +55 11 5683 7233, F +55 11 5642 1654.
e China: Clariant (China) Ltd., 1-5/F Sandoz Centre, 178-182 Texaco Road, Tsuen
Wang, Hongkong, T +852 2406 4111, F +852 2407 6046. « Clariant Chemicals (China)
Ltd. 1-4/F Block 25, 69 Gui Qin Road, Caohejing Hi-Tech Park, 200233 Shanghai,

T +86 21 6485 1000, F +86 21 6485 3006zech Republic: Clariant CR s.r.o.,

Narodni trida 10, 110 00 Prag 1, T +420 2 2197 6111, F +420 2 2491 3504.

e Germany: Clariant GmbH, Am Unisyspark 1, 65840 Sulzbach, T +49 6196 757 60,

F +49 6196 757 8856. « Clariant (Deutschland) GmbH, Benzstrasse 11, 70771 Lein-
felden-Echterdingen, T +49 711 90320, F +49 711 9032<€Rance: Clariant

(France) S.A., 70, avenue du Général de Gaulle, 92058 Paris La Défense Cedex,

T +33 14696 9600, F +33 1 4696 9601. « Clariant Huningue S.A., Avenue de Béle,
68331 Huningue Cedex, T +33 389 89 6000, F +33 389 89 &1Adia: Clariant

(India) Ltd., Sandoz House, Dr. Annie Besant Road, Worli, Mumbai 400 018,

T +91 22 496 5678, F +91 22 495 0408.  Colour-Chem Ltd., 194, Churchgate
Reclamation, Mumbai 400 020, T +91 22 202 2161, F +91 22 202 9haly:

Clariant (Italia) S.p.A., Via M.U. Traiano 18, 20149 Milano, T +39 02 32631,

F +39 02 331 1352 Japan: Clariant (Japan) K.K., Center Office 9F, Bunkyo Green
Court, 2-28-8 Hon Komagome, Bunkyo-ku, Tokio 113-8662, T +81 3 5977 7906,

F +81 3 5977 7883. - Korea: Clariant Industries (Korea) Ltd., Clariant House,

84.7 Chung Dam-Dong, Kangnam-Ku, Seoul, 135-100, T +82 2510 8000,

F +82 2546 0782 Mexico: Clariant (Mexico) S.A. de C.V., Boulevard Toluca 46, Col.
El Conde, 53500 Naucalpan de Juéarez, T +52 5359 3533, F +52 5576 3259.

e Pakistan: Clariant (Pakistan) Ltd., 5th Floor, Bahria Complex, 24, M.T. Kahn Road,
Karachi 74000, T +92 21 561 1926, F +92 21 561 08Pdrtugal: Clariant Quimicos
(Portugal) Lda., E.N. Lisboa-Sintra, Apartado 191, 2726-901 Mem Martins,

T+351 1 926 9520, F +351 1 921 92¥4&candinavia: Clariant (Sverige) AB,
Goteborgsvagen 91B, 43137 MéIndal, T +46 3167 8500, F +46 3187 7960.

e Singapore: Clariant (Singapore) Pte. Ltd., 1, International Business Park, #03-15/16,
The Synergy, Singapore 609917, T +65 563 0288, F +65 563 ©80ath Africa:

Clariant Southern Africa (Pty.) Ltd., 254, Point Road, Durban 4001,

T +27 31 368 5377, F +27 31 368 538@pain: Clariant Ibérica S.A., Via Augusta,
252-260, 08017 Barcelona, T +34 93 306 8121, F +34 93 201 4 S@¥itzerland:

Clariant (Schweiz) AG, Rothausstrasse 61, 4132 Muttenz 1, T +41 61 469 5111,

F +41 61 469 5999. Turkey: Clariant A.S., Basin Ekspres Yolu, Ziyal Is Merkezi,
34540 Gunesli Istanbul, T +90 212 693 9420, F +90 212 471 @3HQ.Clariant UK

Ltd, Calverley Lane, Horsforth, Leeds LS18 4RP, T +44 113 258 4646, F +44 113 239
8473. « TR Oil Services Ltd., 3rd Floor, St. James House, 192, Wellington Road North,
Stockport, Cheshire SK4 20N, T +44 161 431 9099, F +44 161 431 ©USA: Clari-

ant Corporation, 4000, Monroe Road, Charlotte, NC 28205, T +1 704 331 7000, F +1
704 377 1063¢ Venezuela: Clariant (Venezuela) S.A., Calle LosVegas, Urb. Industrial
La Trinidad, Caracas 1080-A, T +58 2 903 3111, F +58 2 903 3387.
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