lan Kent
Chairman

Chairman’s statement

For the seventh year in succession, LGC has maintained excellent
growth in sales and profits. Our target of achieving 25% of sales

from outside the UK has been realised and we have laid the
foundation for further substantial growth.

Despite the current uncertain climate for business and
falling values of many technology companies, the
markets for high quality and advanced technical
services have remained strong. The UK government is
committed to using the private sector, where it is
appropriate to do so, and many corporations continue
to outsource technical support which is not core to
their business. LGC occupies an increasingly strong
position in the provision of often complex analytical
and diagnostic services to both public and private
sectors. With an ever-increasing demand for quality,
our reference standards distribution business, LGC
Promochem, has many opportunities for growth across
Europe, India and beyond.

LGC is committed to continuous investment to ensure
the Company stays at the forefront of analytical and
diagnostic science. We therefore welcome the tax
credits for research and development in the UK which
will support our continuing and substantial investment
in technology.

We have continued to focus our business development
and investment in food safety, genetic services and
reference standards and this led to the disposal of two
business operations: tobacco testing and our water
industry consultancy, Pipeline Developments Ltd.

Like those of many other companies, LGC’s pension
fund has been affected by falling stock markets across
the world and reduced interest rates. A recent triennial
valuation indicates that our defined benefit pension
scheme is 75% funded and the Company has
accordingly decided to increase its contributions.
Because of the young age profile of our staff, the FRS
17 calculations are particularly sensitive to discount rate

assumptions and we do not believe they fairly reflect
the long-term position of LGC’s pension scheme. We
have introduced a defined contribution pension
scheme for employees joining after October 2002.
Increased property values, particularly in the UK, have
prompted us to seek an independent valuation of our
property assets. The freehold on the Teddington site
has been valued at £14M above the net book value.

It is LGC’s policy to maintain high standards of
corporate governance. In this context the Board has
examined the recommendations of the Higgs and
Smith reports and will be considering relevant changes
in the coming year.

The Company paid a special dividend for 2002/03 of
£5.996 per ‘A’ ordinary share which was linked to the
sale of RSC’s shares and was waived by 3i. The Board
recommends a final dividend of £267,770 on 3i’s
dividend share and proposes a dividend of 10p on
ordinary and ‘B’ ordinary shares.

| am very pleased that many staff who were not
previously shareholders had the opportunity to
purchase shares in January 2003 and that further share
option schemes were put in place. The success of the
Company is due to the skills and dedication of staff
throughout the Company and | am glad that they will
have the opportunity to share in its future success.

During the year our Board was further strengthened
with the appointment of Dr Nigel Law as Group
Operations Director and Marion Sears as a Non-
Executive Director. We welcome them to the Company.

Wf
/

lan Kent
Chairman



Chief Executive’s statement

Breaking through the £50M sales threshold has fulfilled our
corporate plan targets. Last year sales grew by 26% to £52M and

operating profit before tax by 83% to £4.6M. Profit, including
exceptional items, amounted to £5.5M.

Dr Richard Worswick
Chief Executive

The early years of the Company were characterised by
a drive to increase and diversify sales. With over 25%
of our business now coming from outside the UK and
35% from outside the public sector, we have
succeeded in creating a robust and secure core
business. | am pleased that our profitability is now also
improving, allowing us to invest further in equipping
our laboratories and expanding our activities.

Our reference materials business, which a year ago we
branded LGC Promochem, has been highly successful.
Our companies throughout Europe have performed
well and sales through our joint venture company in
India have grown significantly. We are building on this
success by setting up a new distribution company in
Milan, Italy, and we have recently acquired an
important supplier, Mikromol GmbH, which is based
near Berlin, Germany. We have also purchased the
minority shareholding in our Spanish distribution
company. We are confident that these developments
will further strengthen our position as the leading
supplier of reference materials and biological cell
standards in Europe and India.

During the first year of operation of our purpose-built
BSE testing laboratory we reported the results of over
200,000 tests for the UK’s Over Thirty Month Scheme.
The UK testing regime is likely to change during the
coming year and later in 2003 LGC will open BSE
testing laboratories in Runcorn and Edinburgh to cope
with the anticipated increase in demand. We have also
been extending our R&D effort in this field. As part of
the European Commission approval process, we helped
evaluate a test for abnormal prion proteins (which
cause BSE) developed by Nobel prize winner Professor
Stanley Prusiner through his company InPro
Biotechnology. LGC and InPro have now entered into a
long-term agreement to enable this test to be made
available across Europe.

Other recent notable achievements include:

* Our new laboratory at Teddington dedicated for use
by the Medicines Control Agency (now renamed the
Medicines and Healthcare products Regulatory
Agency - MHRA) became fully operational during the
year. It was formally opened by the then Health
Minister, Lord (Philip) Hunt, who cited this ten-year
contract as a model public/private partnership for the
provision of technical support services to government.

* Having successfully completed the first full year of
operation of our DNA crime scene laboratory at
Teddington, we have built a similar state-of-the-art
laboratory at Runcorn which will be coming on
stream in summer 2003.

* We have further developed advanced mass
spectrometric methods for the determination of
veterinary drug residues, and major investment in
additional LC-MS-MS instrumentation has enabled
us to increase our service to the Food Standards
Agency and service inspection of, for example,
poultry products imported from South-East Asia and
South America taken at ports of entry into the UK.

* |LGC Promochem’s new distribution agreements
include an important collaboration with ChromaDex
to distribute a range of phytopharmaceutical
reference standards. Such materials are increasingly
important as herbal pharmaceutical manufacturers
strive to improve their quality standards.

* \We have continued to sub-license worldwide a
patent on CYP2D6, a genetic sequence which
indicates whether the prescription of certain drugs is
compatible with the genetic make-up of the patient.

* LGC is the core partner in InsightFaraday, a new
£2.2M Faraday Partnership programme, supported
by the Department of Trade and Industry and the
Engineering and Physical Sciences Research Council,
on High Throughput Technologies (HTT). The aim of
InsightFaraday is to make HTT an integral part of
new product and process development.



TURNOVER £°000

We continue to place great emphasis on management
training and staff development. We have expanded
our internal management skills development
programme and are continuing our programme with
Ashridge Business School. We are also pleased to have
improved facilities for staff at Teddington, which
already include a day nursery, with the opening of our
new staff restaurant. Having adopted Cancer Research
UK as our charity for the year, staff took part in many
enjoyable and entertaining fund-raising events.

ADJUSTED PROFIT BEFORE TAX £000
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Quiality, safety and environmental performance
underpin all aspects of our operations. We were
pleased to be awarded the prestigious ROSPA

President’s Award for Occupational Health and Safety
for the second year running. Our companies in France
and Poland have become certified to ISO 9001 and the
scope of our accreditation to ISO 17025 has been
further extended. Our pharmaceutical facility at Runcorn
was successfully audited by the US Food and Drug
Administration for current Good Manufacturing Practice.

We welcome large numbers of visitors to our sites

in the UK and Europe and we are pleased that these
have included Professor Stanley Prusiner, lan Gibson
MP and Brian Iddon MP, Chairman and Member of
the House of Commons Select Committee on Science
and Technology, Professor John Collinge, Head of
Department and Director MRC Prion Unit, UCL, and
Sir Robin Young, Permanent Secretary, DTI. We have
contributed to science education in general, and
analytical science in particular, through events in
schools, colleges and universities and | am pleased
that a number of our staff are taking part in SETNET,
the DTl initiative to forge better links between schools
and science-based organisations.

Our excellent performance last year was in large
measure due to the efforts of our staff and |
thank them for their dedication, professionalism
and enthusiasm.

O X ek

Dr Richard Worswick
Chief Executive

1. The new staff restaurant

in Teddington opened on
3 March 2003

. Sir Robin Young,

Permanent Secretary,

DTl (centre), with Dr Derek
Craston, Head of
Pharmaceutical Services
(left) and Clive Hall, Group
Finance Director (right)

. Jo Bloomfield, Head of

Marketing and
Communications (left),
discusses the opening of
the Milan office with Liz
Bewick, General Manager,
LGC Promochem (right)
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The Board of LGC (Holdings

lan Kent (59)

Chairman

Non-Executive Director

lan Kent was appointed to the
Board in May 2001 and became
Chairman in July 2001. He is
Chairman of Ardana Bioscience
Ltd, Adprotech Ltd, Etiologics Ltd
and Intercytex Ltd. He is a Non-
Executive Director of British
Biotech plc and Biofocus plc.

Dr Richard Worswick (56)
Chief Executive

Richard Worswick was appointed
Government Chemist and Chief
Executive of LGC in 1991.

In 1996, he led a management
buy-out, becoming Chief
Executive of LGC (Holdings) Ltd.
He was Government Chemist from
1991 until June 2002.

Clive Hall (40)

Group Finance Director

Clive Hall was appointed Executive
Director of LGC (Holdings) Ltd on
1 March 1999, Group Finance
Director on 1 April 1999 and was
Company Secretary from 1 June
1999 until 10 March 2003.

f

Dr Nigel Law (49)

Director, Group Operations
Nigel Law joined LGC as an
Executive Director on 18
November 2002 filling the new
role of Director, Group
Operations. He joined LGC from
Hoyer and previously held various
operations, planning and
marketing roles with Exxon Mobil
in addition to a period with the
Mercer Management Consultancy.

Dr John Mason (44)
Director, Corporate
Development

John Mason was appointed an
Executive Director in April 2000,
having joined LGC in 1994.
Formerly Managing Director of
LGC’s North West Operations,
he became Director, Corporate
Development in April 2002.

Dr John Beacham CBE (62)
Non-Executive Director

John Beacham was appointed to
the Board in June 1999. He is Vice
Chairman of North Cheshire
Hospitals NHS Trust, Chairman

of the ProBio Faraday partnership,
a Director of the TrusTECH

1. Dennis Stocks
I'i 2. Marion Sears
3. John Beacham

4. lan Kent

partnership, a member of the
Council of the University of
Liverpool and a Vice President of
the Society of Chemical Industry.

Marion Sears (40)
Non-Executive Director

Marion Sears joined LGC as a
Non-Executive Director on 1
October 2002. She began her
career in pharmaceutical
marketing at Glaxo. She then
moved to the City where she
worked in stockbroking and then
healthcare investment banking at
JP Morgan until 2001. Marion

is also a Non-Executive Director of
Boehringer Ingelheim Ltd and a
member of the Corporate Finance
Advisory Board at PwC.

Dennis Stocks (68)
Non-Executive Director

Dennis Stocks was appointed to
the Board in April 1996. He is
Chairman of James Briggs Ltd and
Libra Speciality Chemicals Ltd, and
is a Non-Executive Director of UFC
Ltd and Smiths Metal Centres Ltd.

Ltd

o

5. Clive Hall

6. Richard Worswick
7. Nigel Law

8. John Mason
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Report on corporate governance

Recognising that the Group has a responsibility towards the public sector and industry as well as its staff and all
shareholders, the Directors believe that the Group should aim to achieve high standards of corporate
governance. They have decided therefore, in so far as it is practicable for a private unlisted company, to comply
with the Combined Code. The Directors are reviewing the Group’s corporate governance arrangements in the
light of changes proposed to the Combined Code following the recent reports by Higgs and Smith.

The workings of the Board and its committees

The Board

The activities of the Group are ultimately controlled by the Board which currently comprises four independent
Non-Executive Directors and four Executive Directors. The Board has overall responsibility for the Group whilst
each Executive Director has been given responsibility for specific aspects of the Group’s affairs. The Board, which
meets every month with additional meetings being called if and when required, is responsible to shareholders for
the proper management of the Group. It also has a clearly defined set of responsibilities which cover overall
control of all financial, strategic and budgetary matters.

The Board has appointed the following committees to deal with specific aspects of the Group’s affairs, each of
which operate within clear terms of reference and the minutes of Audit, Remuneration and Nomination
Committees are circulated to all Non-Executive Directors.

Executive Management Committee
The Executive Management Committee comprises the Executive Directors and senior managers. It deals with
operational matters and has specific powers delegated to it by the Board.

Audit Committee

The Audit Committee, which is chaired by Dennis Stocks, comprises all the Non-Executive Directors and meets
not less than twice a year. The Committee provides a forum for reporting by the Group’s external auditors. The
Chief Executive and the Group Finance Director attend meetings by invitation.

The Audit Committee is also responsible for reviewing a wide range of financial matters including the annual
statement and accompanying reports, before their submission to the Board. The Audit Committee also advises
the Board on the appointment of external auditors and on their remuneration, both for audit and non-audit
work. The Audit Committee meets with the external auditors, in the absence of management, and reports
regularly to the Board.

Remuneration Committee
The Remuneration Committee, which is chaired by John Beacham, is made up of all the Non-Executive Directors
and has the responsibilities which are set out on page 26.

Nomination Committee

The Nomination Committee, which is chaired by lan Kent, is made up of all the Non-Executive Directors. The
Nomination Committee is responsible for putting forward for approval candidates for appointment to the Board,
having regard for the structure and balance of the Board and the principal shareholders’ special interests as
outlined in the Articles of Association.



Internal financial control

The Audit Committee has appointed an independent internal auditor to review and make recommendations on
the Group’s procedures and processes for financial and operational control. The internal auditor presents his
report to the Audit Committee each year and the recommendations included in the report are then discussed.
Further reviews of the Group’s procedures and processes for financial and operational control are carried out as
part of a rolling programme agreed by the Audit Committee.

Identification of business risks

The identification of material operational risk is carried out throughout the Group and is overseen by the
members of the Executive Management Committee. The significant risks that are identified, the way in which
they are being managed and any changes to the risk profiles over time are presented to the Board in a quarterly
risk report for review. Strategic and operational decisions are made in the context of the Group’s operational risk
profile. The Group's internal risk controls are reviewed when the annual risk review of the Group is conducted.

Budgetary process

Detailed budgets covering all financial aspects of the Group’s business are prepared annually and approved by
the Board. Performance is monitored at monthly Board meetings where there is a comparison of actual results
against budget and updated forecasts.

Investment appraisal
The Group operates formal appraisal and approval systems whereby all significant capital investment and revenue
spending proposals are required to meet appropriate operational and financial criteria.

Going concern

After making enquiries, the Directors have a reasonable expectation that the Company has adequate resources
to continue its operational existence for the foreseeable future. The accounts are therefore prepared on a going
concern basis.

25



26

Report of the Remuneration
Committee

Remuneration policy

The objectives of the Group’s remuneration policy are to:

e set remuneration in accordance with market conditions in order to attract, motivate and retain high quality
executives capable of achieving the Group’s aims and targets, whilst keeping salary levels within the means of
the Group;

e align the interests of shareholders and executives.

Remuneration Committee

The Remuneration Committee meets as and when necessary. It is responsible to shareholders for determining the
remuneration, contract terms, performance related bonuses and other benefits of the Executive Directors and is
responsible to the Board for reviewing the benefits for senior managers.

The Remuneration Committee does not consider the fees payable to Non-Executive Directors which are
determined by the Executive Directors.

Benefits

Executive Directors’ benefits may include salary, pension and related benefits, performance related bonus, use of
a company car or provision of a car allowance and share options. The level of benefits is determined by the
Remuneration Committee with reference to prevailing market rates, experience and responsibilities.

Salaries
Salaries are reviewed annually or when a change in responsibilities occurs.

Pensions
All Executive Directors are members of the defined benefits pension scheme.

Performance related bonus

The maximum bonus for each Executive Director and senior manager is determined at the beginning of each year
by the Remuneration Committee. Part is related to the performance of the Company and the remainder is in
respect of individual performance. The maximum possible bonus for any of the Executive Directors for the year
2002/03 is 50% of base salary.



Executive

Dr Richard Worswick

Mr Clive Hall
Dr Nigel Law
Dr John Mason

Non-Executive
Mr lan Kent

Dr John Beacham
Miss Marion Sears
Mr Dennis Stocks
Sir Brian Richards

Share options

The Group operates an Inland Revenue Approved Discretionary Share Option Scheme and Enterprise
Management Incentive Scheme which are open to employees and Directors. Options are granted at a price no
lower than the valuation of the shares on the date of grant.

Details of options held by the Directors are given on page 28 to 29.

Other benefits

The Remuneration Committee has decided that, for the time being, benefits shall only be through basic salary,
performance related bonuses, pension and related benefits, share options and use of a company car or provision
of a car allowance.

Service contracts
The Group's policy in relation to contracts for Executive Directors is to provide contract periods not exceeding
two years and notice of one year. Non-Executive Directors are appointed on an annual basis and receive fees.

Directors’ remuneration
Directors’ emoluments

2003 Emoluments 2002 Emoluments

Basic 2003 excluding pension 2003 Pension excluding pension
salary bonus contributions contributions contributions
£'000 £'000 £'000 £'000 £'000
120 60 180 16 152
88 26 114 12 99
38 15 53 5 =

71 21 92 9 75

31 = 31 = 24

19 = 19 - 19

9 - 9 - -

19 - 19 - 19

- - - - 6

395 122 517 42 394

27
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Report of the Remuneration
Committee

Senior management share option plan

The senior management incentive plan introduced in 2001/02 was replaced during the year, following the
purchase by the Employee Benefit Trust of shares previously owned by the Royal Society of Chemistry, by a senior
management share option plan, under which options have been granted over shares held by the Employee Benefit
Trust. The terms of this new share option plan mirror those of the former senior management incentive plan.

The participants in the plan have been extended to include all the Executive Directors and senior management.
The following Directors are participants in the plan:

Number of shares

at 31 March 2003 Price
Dr Richard Worswick 97,500 £2.50
Mr Clive Hall 142,500 £2.50
Dr Nigel Law 100,000 £2.50
Dr John Mason 97,500 £2.50

When the institutional shareholders sell or otherwise can realise the value in the shares they hold in the
Company, the participants may exercise their share options provided the sale value achieved by that shareholder
is over and above a threshold which increases over time. The threshold is currently set at £4.50 per share.

None of the Directors held a material interest in any significant contract to which the Company or any of its
subsidiaries were party during the year.



The Directors of the Company during the year and their beneficial interests in the ordinary share capital of the Company were:

Executive

Dr Richard Worswick
Mr Clive Hall

Dr Nigel Law

Dr John Mason

Non-Executive

Mr lan Kent (Chairman)
Dr John Beacham

Miss Marion Sears

Mr Dennis Stocks

Number of shares
at 31 March 2002

Number of shares
at 23 August 2002
after the 10:1 share split

Number of shares
at 31 March 2003

Date of appointment

25,700
8,750

4,500

Number of shares
at 31 March 2002

257,000
87,500

45,000

Number of shares
at 23 August 2002
after the 10:1 share split

257,000
100,000
5,000
62,000

Number of shares
at 31 March 2003

1 May 2001

16 June 1999

1 October 2002
1 April 1996

2,000
2,000

2,000

20,000
20,000

20,000

20,000
20,000
15,000
20,000

In addition to the senior management share option plan shown on page 28, the following Directors each have options for shares

exercisable between the dates and at the prices detailed below:

Mr Clive Hall

Mr Clive Hall
Mr Clive Hall
Dr John Mason
Dr John Mason

Number of shares

at 31 March 2003 Date exercisable Price
1,000 10 November 2003 £0.63

Number of shares
at 31 March 2002 Date exercisable Price
1,250 1 December 2002-2009 £5.50
100 10 November 2003 £6.30
200 21 February 2000-2007 £1.00
1,500 1 December 2002-2009 £5.50
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Report of the Directors

The Directors present this report together with the audited financial statements for the year ended 31 March 2003.

Results and dividends

The profit and loss account is set out on page 34 and shows the profit for the year of £5,537,000 (2002 -
£2,453,000) before taxation. The Directors propose a final dividend of £254,000 (2002 - £436,000) on the
‘B" ordinary and ordinary shares and £268,000 on the dividend share.

No interim dividend has been paid in respect of the year ended 31 March 2003 (2002 - £17,000). A special
dividend of £324,000 was paid to the Royal Society of Chemistry as part of the arrangement for the sale of their
shareholding. 3i waived their special dividend.

Principal activities, trading review and future developments

LGC is a leading provider of chemical and biochemical analysis, research, validation and consultancy services to
clients in the public and private sectors. It serves a diverse range of markets which include food and agriculture,
environmental and water services, healthcare, chemicals, pharmaceuticals, regulation and law enforcement. LGC
is also a leading producer and distributor of certified reference materials and the lead contractor for government
programmes to promote best practice and innovation in chemical analysis to enhance UK competitiveness.
Internationally, LGC is a key player in developing networks to harmonise standards and protocols in chemical and
biochemical analysis to promote a common basis for international trade.

A review of operations is contained in the Chief Executive’s statement on pages 4 to 5 and in the reviews on
pages 6 to 21.

Fixed assets
Significant changes in the fixed assets are shown in notes 9, 10 and 11 to the financial statements.

Quality, safety and environmental performance

LGC has achieved exceedingly high quality, safety and environmental performance and received high praise from
both UKAS and BSi during the past year’s surveillance visits. LGC has been awarded the RoSPA President’s Award
for an outstanding performance in Occupational Health and Safety. This is the second year that the President’s
Award has been bestowed on LGC following awards of five gold and five gold medals in previous years. LGC
continues to comply with all environmental legislative requirements and seeks to improve upon them further.

Creditor payment policy and practice

It is the Company’s policy that payments to suppliers are made in accordance with those terms and conditions
agreed between the Company and its suppliers, provided that all trading terms and conditions have been complied
with. At 31 March 2003, the Company had an average of 31 days purchases outstanding in trade creditors.

Political and charitable contributions
During the year, the Group made various charitable contributions totalling £5,000.

Employees

The Group is committed to creating an employment environment which will attract, retain and motivate
employees. Throughout the Group, emphasis is placed on personal development to meet both today’s needs and
those of the future. Employee communication and consultation is encouraged at all levels of the business and
there is a Consultative Committee at the Teddington site.

It is the Group's policy to provide equal opportunities for all staff and applicants on the basis of objective criteria
and personal abilities regardless of gender and ethnic origin. This policy is supported by systems that are subject to
internal audit and are designed to ensure that recruitment and advancement are carried out on the basis of merit.



Disabled persons

The Group gives full and fair consideration to disabled persons applying for employment, having regard to their
particular aptitudes and abilities, as well as the continuing employment and appropriate training of employees
who become disabled.

Directors

The membership of the Board as at 30 June 2003 was as follows:

Mr lan Kent Chairman, Non-Executive

Dr Richard Worswick Chief Executive

Mr Clive Hall Group Finance Director

Dr Nigel Law (appointed 28 November 2002) Director, Group Operations

Dr John Mason Director, Corporate Development
Dr John Beacham Non-Executive

Miss Marion Sears (appointed 1 October 2002) Non-Executive

Mr Dennis Stocks Non-Executive

The Directors’ share interests are shown in the report of the Remuneration Committee on pages 28 to 29.

Substantial interests in share capital at 30 June 2003
The following held in excess of 3 per cent of the ordinary share capital of the Company:

Number of shares Percentage
3i plc 1,047,250 29.7
Kleinwort Benson (Jersey) Trustees Limited 979,580 27.8

as nominee for the Employee Benefit Trust

In addition, a Director held more than 3% of the ordinary share capital of the Company. Directors’ interests are
shown on page 29.

At an Extraordinary General Meeting held on 23 August 2002, a number of changes to the Articles of Association
were approved, including a provision to authorise the reclassification of ‘A’ ordinary shares into ‘B’ ordinary shares
and a variation of the permitted transfer provisions. Approval was also given for the subdivision of each £1 share
(ordinary, ‘A" ordinary and ‘B’ ordinary) into 10 £0.10 shares. Following the EGM, the Royal Society of Chemistry
sold all of its ordinary shares in LGC, at which time they all became ‘B’ ordinary shares. 131,250 of their £0.10 ‘B’
ordinary shares were purchased by 3i for £322,000 and the remainder were acquired by Kleinwort Benson (Jersey)
Trustees Limited for £1,928,000.

Further details are provided in note 17 to the accounts.

Auditors
Ernst & Young LLP were re-appointed auditors at the Annual General Meeting on 2 October 2002 and have
expressed their willingness to continue in office.

Annual General Meeting
The Annual General Meeting will be held on 24 July 2003.

On behalf of the Board
Suzanne Smith
Company Secretary

30 June 2003
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Statement of Directors’ responsibilities
in respect of the accounts

The Directors are responsible for preparing financial statements for each financial year which give a true and fair
view of the state of affairs of the Group and the Company as at the end of the financial year and of the Group’s
profit for the year.

In preparing the financial statements, the Directors have:

e selected suitable accounting policies and have applied them consistently;
e made judgements and estimates that are reasonable and prudent;

e followed applicable accounting standards;

e prepared the financial statements on the going concern basis.

During the year the Directors were required to ensure that proper accounting records were kept which disclosed
with reasonable accuracy at all times the financial position of the Group enabling them to ensure that the
financial statements comply with the Companies Act 1985. The Directors are required to safeguard the assets of
the Group and to take reasonable steps for the prevention and detection of fraud and other irregularities.



Independent auditors’ report to the
members of LGC (Holdings) Limited

We have audited the Group's financial statements for the year ended 31 March 2003 which comprise the
Consolidated profit and loss account, Consolidated statement of total recognised gains and losses, Consolidated
balance sheet, Company balance sheet, Consolidated cash flow statement and the related notes 1 to 24. These
financial statements have been prepared on the basis of the accounting policies set out therein.

This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the
Companies Act 1985. Our audit work has been undertaken so that we might state to the Company’s members
those matters we are required to state to them in an auditors’ report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and auditors
As described in the Statement of Directors’ responsibilities the Company’s Directors are responsible for the
preparation of the financial statements in accordance with applicable United Kingdom law and accounting standards.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements
and United Kingdom Auditing Standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors'’
report is not consistent with the financial statements, if the Company has not kept proper accounting records, if
we have not received all the information and explanations we require for our audit, or if information specified by
law regarding Directors’ remuneration and transactions with the Group is not disclosed.

We read other information contained in the Annual Report and consider whether it is consistent with the audited
financial statements. This other information comprises the Chairman’s statement, Chief Executive’s statement,
Report on corporate governance, Report of the Remuneration Committee and Report of the Directors. We
consider the implications for our report if we become aware of any apparent misstatement or material
inconsistencies with the financial statements. Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices
Board. An 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 Group'’s 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 with sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other irregularity or error. In forming 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 state of affairs of the Company and

the Group as at 31 March 2003 and of the profit of the Group for the year then ended and have been properly
prepared in accordance with the Companies Act 1985.

Ernst & Young LLP
Registered Auditor
London

30 June 2003
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Consolidated profit and loss account
for the year ended 31 March 2003

2003 2002

Notes £'000 £'000
Turnover
Continuing operations 50,396 38,590
Discontinued operations 1,856 2,569
Group turnover 2 52,252 41,159
Raw materials and consumables 3 (20,426) (15,823)
Staff costs 3 (17,890) (15,314)
Depreciation and amortisation 3 (2,474) (2,168)
Other external charges 3 (6,776) (5,296)
Operating profit
Continuing operations 4,439 2,318
Discontinued operations 247 240
Group operating profit 4 4,686 2,558
Share of operating profit of associated company 2 -
and amortisation of associate goodwill
Total operating profit: group and share of associate 4,688 2,558
Profit on disposal of business units 759 -
Profit on sale of fixed assets investments 182 -
Profit on ordinary activities before interest and taxation 5,629 2,558
Bank interest receivable 32 114
Bank interest payable and similar charges (124) (219)
Profit on ordinary activities before taxation 5,537 2,453
Taxation on profit on ordinary activities 6 (1,688) (920)
Profit for the financial year 3,849 1,533
Minority interest (124) (59)
Profit for the financial year attributable to the members 3,725 1,474
Dividends 7 (846) (453)
Retained profit for the year 18 2,879 1,021
Group statement of total recognised gains and losses
for the year ended 31 March 2003
Profit for the financial year excluding share of profit of associate 3,723 1,474
Share of associate’s profit for the year 2 =
Profit for the financial year attributable to members of 3,725 1,474
the parent company
Exchange difference on retranslation of net assets of (153) 1)
subsidiary undertakings
Total recognised gains and losses relating to the year 3,572 1,463

The notes on pages 38 to 56 form part of these financial statements.



Consolidated balance sheet

as at 31 March 2003

2003 2002
Notes £'000 £'000
Fixed assets
Intangible assets 9 2,526 2,921
Tangible assets 10 11,141 11,072
Investments 11 2,114 56
15,781 14,049
Current assets
Stocks 12 2,359 2,374
Debtors 13 10,472 8,749
Cash at bank and in hand 4,259 4,124
17,090 15,247
Current liabilities
Creditors: amounts falling due within one year 14 (14,181) (13,843)
Net current assets 2,909 1,404
Total assets less current liabilities 18,690 15,453
Creditors: amounts falling due after more than one year 15 (749) (780)
Provisions for liabilities and charges 16 (949) (750)
Equity minority interest (189) (122)
Net assets 16,803 13,801
Capital and reserves
Share capital
Called up share capital 17 352 352
Capital redemption reserve 18 31 31
Share premium account 18 1,386 1,386
Capital reserve 18 10,265 9,989
Profit and loss account 18 4,769 2,043
Shareholders’ funds - equity 16,803 13,801
On behalf of the Board
Dr Richard Worswick Clive Hall

Chief Executive

30 June 2003

The notes on pages 38 to 56 form part of these financial statements.

Group Finance Director

30 June 2003
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Company balance sheet

as at 31 March 2003

2003 2002
Notes £'000 £'000
Fixed assets
Investments 11 4,745 3,500
Current assets
Debtors 13 39 39
Cash at bank and in hand - -
39 39
Current liabilities
Creditors: amounts falling due within one year 14 (3,007) (1,766)
Net current liabilities (2,968) (1,727)
Net assets 1,777 1,773
Capital and reserves
Share capital
Called up share capital 17 352 352
Capital redemption reserve 18 31 31
Share premium account 18 1,386 1,386
Profit and loss account 18 8 4
Shareholders’ funds - equity 1,777 1,773
On behalf of the Board
Dr Richard Worswick Clive Hall

Chief Executive

30 June 2003

The notes on pages 38 to 56 form part of these financial statements.

Group Finance Director
30 June 2003



Consolidated cash flow statement

for the year ended 31 March 2003

2003 2002
Notes £'000 £'000
Net cash inflow from operating activities 20 5,585 2,284
Returns on investments and servicing of finance
Interest received 32 114
Interest paid (124) (219)
(92) (105)
Taxation
Corporation and overseas tax paid (1,194) (403)
Capital expenditure and financial investment
Payments to acquire intangible fixed assets (111) (174)
Payments to acquire tangible assets (2,437) (2,948)
Receipts from sales of own shares 140 22
Payments to acquire own shares (1,973) -
Receipts from sales of tangible assets 24 347
(4,357) (2,753)
Acquisitions and disposals
Payment to acquire minority interest (48) -
Payment to acquire associate (42) =
Receipts from sale of business units 1,258 -
Net cash disposed of with business units (65) -
Payments to acquire subsidiary undertaking - (2,358)
Net cash acquired with subsidiary undertaking - 33
1,103 (2,325)
Equity dividends paid (768) (390)
Increase/(decrease) in cash 277 (3,692)
Cash flow
Reconciliation of net cash flow to movement in net funds
Change in net debt resulting from cash flow 277 (3,692)
Exchange difference (192) -
Movement in net funds 85 (3,692)
Net funds at 1 April 1,861 5,553
Net funds at 31 March 1,946 1,861
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Notes to the financial statements
Note 1 (a-e)

1. Accounting policies
(a) Accounting convention

The accounts are prepared under the historical cost convention and in accordance with applicable
accounting methods.

(b) Basis of consolidation

The Group accounts consolidate the accounts of LGC (Holdings) Limited and its subsidiary undertakings,
drawn up to 31 March each year. No profit and loss account is presented for the Company as permitted by
section 230 of the Companies Act 1985.

(c) Goodwill

Positive goodwill arising on acquisitions is capitalised, classified as an asset on the balance sheet and
amortised on a straight line basis over its useful economic life up to a maximum of 20 years. It is reviewed

for impairment at the end of the first full financial year following the acquisition and in other periods if events

or changes in circumstances indicate the carrying value may not be recoverable.

If a subsidiary, associate or business is subsequently sold or closed, any goodwill arising on acquisition that
has not been amortised through the profit and loss account is taken into account in determining the profit
or loss on sale or closure.

(d) Intangible fixed assets

General research and development expenditure is written off as incurred. Specific development expenditure
incurred in relation to the establishment of significant new service capabilities in the year is carried forward
when its future recoverability can be foreseen with reasonable assurance. Any expenditure carried forward is
amortised over the period of sales from the related project.

(e) Depreciation

Depreciation is provided on all tangible fixed assets, other than freehold land, at rates calculated to write off
the cost or valuation, less estimated residual value of each asset evenly over its expected useful life as follows:

Years
Freehold buildings 40
Leasehold property over period of lease
Building plant 12
Scientific equipment 3-15
Computers 2-7
Vehicles 5

The carrying values of tangible fixed assets are reviewed for impairment in periods if events or changes in
circumstances indicate the carrying value may not be recoverable.



Notes to the financial statements
Note 1 (f-))

1.
()

Accounting policies (continued)

Fixed asset investments

The carrying values of fixed asset investments are reviewed for impairment in periods if events or changes in

circumstances indicate the carrying value may not be recoverable.

(g) Stocks

Stocks are stated at the lower of cost incurred in bringing each product to its present location and condition
and net realisable value as follows:

Raw material consumables and goods for resale - purchase cost on a first-in, first-out basis.

Work in progress and finished goods - cost of direct materials and labour plus attributable
overheads based on a normal level of activity.

Net realisable value is based on estimated selling price less any further costs expected to be incurred to
completion and disposal.

(h) Research and development

@

o

Research and development expenditure is written off as incurred, except that development expenditure
incurred on an individual project is carried forward when its future recoverability can reasonably be regarded
as assured. Any expenditure carried forward is amortised in line with the expected future sales from the
related project.

Deferred income

Deferred income represents funds received in respect of future building works. Funds in respect of capital
expenditure are released to the profit and loss account over the anticipated life of the assets to match the
depreciation charged. Funds which are non-specific are released to the profit and loss account in the period
to which they relate.

Long-term contracts

Profit on long-term contracts is taken as the work is carried out if the final outcome can be assessed with
reasonable certainty. The profit included is calculated on a prudent basis to reflect the proportion of the work
carried out at the year end, by recording turnover and related costs (as defined in Stocks above) as contract
activity progresses. Turnover is calculated as that proportion of total contract value which costs incurred to
date bear to total expected costs for that contract. Revenues derived from variations on contracts are
recognised only when they have been accepted by the customer. Full provision is made for losses on all
contracts in the year in which they are first foreseen.
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Notes to the financial statements
Note 1 (k-n)

1. Accounting policies (continued)
(k) Employee Benefit Trust

The Company operates an Employee Benefit Trust (EBT) which acquired a significant number of shares in
the Company during the year. The EBT has been consolidated into the accounts of the Company and the
Group for the first time this year resulting in £56,000 being reclassified from debtors to fixed asset
investments. Shares held by the EBT are included in fixed asset investments at cost less any provision for
diminution in value.

() Deferred taxation

Deferred taxation is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result in an obligation to
pay more, or right to pay less or to receive more tax, with the following exceptions:

e Provision is made for tax on gains arising from the revaluation (and similar fair value adjustments) of fixed
assets or gains on disposal of fixed assets that have been rolled over into replacement assets, only to the
extent, at the balance sheet date, that there is a binding agreement to dispose of the assets concerned.
However, no provision is made where, on the basis of all available evidence at the balance sheet date, it is
more likely than not that the taxable gain will be rolled over into replacement assets and charged to tax only
where the replacement assets are sold.

Provision is made for deferred tax that would arise on remittance of retained earnings of overseas
subsidiaries and associates only to the extent that, at the balance sheet date, dividends have been accrued
as receivable.

Deferred tax assets are recognised only to the extent that the Directors consider that it is more likely than
not that there will be suitable taxable profits from which the future reversal of the underlying timing
differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in
which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance
sheet date.

(m)Foreign currency
Company

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction or at the
contracted rate if the transaction is covered by a forward currency contract. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date
or if appropriate at the forward contract rate. All other differences are taken to the profit and loss account.

Group

The financial statements of overseas subsidiary undertakings are translated at the rate of exchange ruling at
the balance sheet date. The exchange difference arising on the retranslation of opening net assets is taken
directly to reserves.

(n) Financial instruments

The Group uses forward currency contracts to manage the financial risks associated with the Group’s
underlying business activities and the financing of these activities. The Group’s policy is not to undertake any
trading activity in financial instruments.
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Notes to the financial statements
Note 1 (0o-p)

1. Accounting policies (continued)
(o) Leasing and hire purchase agreements

Assets held under finance leases, which are leases where substantially all the risks and rewards of ownership of
the asset have passed to the Group, and hire purchase contracts are capitalised in the balance sheet and are
depreciated over their useful lives. The capital elements of future obligations under leases and hire purchase
contracts are included as liabilities in the balance sheet. The interest elements of the rental obligations are
charged in the profit and loss account over the periods of the leases and hire purchase contracts and represent
a constant proportion of the balance of capital repayments outstanding.

Rentals payable under operating leases are charged in the profit and loss account on a straight line basis over
the lease term.

(p) Pensions

The Group operates a defined benefit scheme providing benefits based on final pensionable pay which is
closed to new members. Contributions are made to separately administered funds, and the contributions to
these funds are charged in the profit and loss account so as to spread the cost of pensions over the
employees’ working lives within the Group. The regular cost is attributed to individual years using the
projected unit method. Variations in pension cost, which are identified as a result of actuarial valuations, are
amortised over the average expected remaining working lives of employees in proportion to their expected
payroll costs. Differences between the amounts funded and the amounts charged in the profit and loss
account are treated as either provisions or prepayments in the balance sheet.

The Group also operates a defined contribution pension scheme. Contributions are charged in the profit and
loss account as they become payable in accordance with the rules of the scheme.

41



42

Notes to the financial statements
Notes 2 - 3

2. Turnover and segmental analysis

Turnover represents the amounts derived from the provision of goods and services which fall within the
Group's ordinary activities, stated net of value added tax.

The Group operates in one principal area of activity as described in the Report of the Directors.

The discontinued operations comprise Pipeline Developments Limited, the subsidiary that provided consultancy
services to the water industry and the tobacco business, which provided analytical services to the Department
of Health and the tobacco industry.

Turnover is analysed as follows: Rest of
Geographical area Europe Asia America the world
Turnover by destination 2003 2002 2003 2002 2003 2002 2003 2002
£000 £'000 £000 £'000 £000 £'000 £000 £'000
Discontinued operations 1,856 2,569 - - - - - -
Continuing operations 48,540 37,269 1,421 1,029 155 128 280 164
Sales to third parties 50,396 39,838 1,421 1,029 155 128 280 164
Geographical area Total
Turnover by destination 2003 2002
£000 £'000
Discontinued operations 1,856 2,569
Continuing operations 50,396 38,590
Sales to third parties 52,252 41,159

3. Cost of sales and operating expenses

2003 2003 2003 2002 2002 2002

Continuing Discontinued Total Continuing Discontinued Total

£°000 £°000 £°000 £'000 £'000 £'000

Raw materials and consumables 19,957 469 20,426 15,141 682 15,823
Staff costs 17,184 706 17,890 14,244 1,070 15,314
Depreciation and amortisation 2,438 36 2,474 2,100 68 2,168
Other external charges 6,378 398 6,776 4,787 509 5,296
Total 45,957 1,609 47,566 36,272 2,329 38,601




Notes to the financial
Note 4 - 5

4. Operating profit

statements

2003 2002
£'000 £'000
This is stated after charging
Auditors’ remuneration - audit services 135 68
- other services - 15
Amortisation of deferred development expenditure 176 103
Depreciation of owned assets 2,002 1,795
Amortisation of goodwill 296 270
Operating lease rentals - land and buildings 476 183
- plant and machinery 182 206
5. Information regarding employees
2003 2002
(a) Staff costs £000 £'000
Wages and salaries 14,634 12,757
Social security costs 1,629 1,141
Other pension costs 1,627 1,416
17,890 15,314
(b) Average number of employees
Direct scientific staff, administration and management 531 508

(c) Information on Directors’ remuneration is included in the Report of the Remuneration Committee

on pages 26 to 29.
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Notes to the financial
Note 6

6. Taxation

statements

2003 2002
(a) Analysis of charge in year £'000 £'000
Current tax
UK corporation tax on the profit for the year 940 557
Foreign tax 531 236
Total current tax 1,471 793
Deferred tax
Accelerated capital allowances (30) 127
Capital gains 247 -
Total deferred tax (note 16) 217 127
Total tax charge for the year 1,688 920

(b) Factors affecting current tax charge for the year

The tax assessed for the year is higher/lower (2002) than the standard rate of corporation tax in the UK (30%).

The differences are explained below:

Profit on ordinary activities before tax

Profit on ordinary activities multiplied by standard rate
of corporation tax in the UK of 30% (2002 - 30%)

Effects of:

Expenses not deductible for tax purposes

Research and development tax credit

Profit on disposal of business units

Capital allowances in arrears/(advance) of depreciation
Utilisation of tax losses

Higher tax rates on overseas earnings

Current tax for the year (note 6a)

5,537
1,661

116
(127)
(247)

30
39)
77
1,471

2,453
736

169

(127)
(10)
25
793




Notes to the financial
Notes 7 - 8

7. Dividends

statements

2003 2002

Equity dividends: £'000 £'000
Interim dividend on ‘A’ ordinary shares - 17
Special dividend 324 -
Proposed final dividend on ‘A" ordinary shares - 306
Proposed final dividend on dividend share 268 -
Proposed final dividend on ‘B ordinary shares 155 71
Proposed final dividend on ordinary shares 99 59
846 453

8. Profit attributable to members of parent company

The profit dealt with in the financial statements of the parent Company was £850,000 (2002 - £579,000).
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Notes to the financial statements
Note 9

9. Intangible fixed assets

Development

expenditure Goodwill Total
Group £000 £'000 £'000
Cost
At 1 April 2002 712 2,957 3,669
Increase during year 111 - 111
Disposal of subsidiary undertaking = (214) (214)
At 31 March 2003 823 2,743 3,566
Amortisation
At 1 April 2002 365 383 748
Charge for the year 176 296 472
Disposal of subsidiary undertaking - (180) (180)
At 31 March 2003 541 499 1,040
Net book value at 31 March 2003 282 2,244 2,526
Net book value at 1 April 2002 347 2,574 2,921

Goodwill arising on the acquisition of Promochem GmbH is being amortised over the Directors’ estimate of its
useful economic life of ten years.

Company
The Company has no intangible fixed assets.



Notes to the financial statements

Note 10

10. Tangible fixed assets

Freehold Short-term

land and leasehold Building Scientific
buildings  buildings plant equipment Computers Vehicles  Total

Group £'000 £000 £°000 £'000 £000 £000 £000
Cost

At 1 April 2002 5,437 269 2,245 7,798 2,418 154 18,321

Additions 248 103 91 1,461 528 6 2,437

Exchange adjustment 24 14 - 88 17 ) 141

Disposal of subsidiary = (82) - (316) (116) (39) (553)

and trading operation

Disposals = - - (113) (6) (62) (181)

At 31 March 2003 5,709 304 2,336 8,918 2,841 57 20,165
Accumulated depreciation

At 1 April 2002 629 70 974 4,125 1,418 33 7,249

Charge for the year 96 88 271 1,128 397 22 2,002

Exchange adjustment 1 13 - 78 10 (1) 101

Disposal of subsidiary = (39) - (120) (52) (21) (232)

and trading operation

Disposals - - - (79) 4 (13) (96)

At 31 March 2003 726 132 1,245 5,132 1,769 20 9,024
Net book value at 31 March 2003 4,983 172 1,091 3,786 1,072 37 11,141
Net book value at 1 April 2002 4,808 199 1,271 3,673 1,000 121 11,072

The element of land included in freehold land and buildings at 31 March 2003 is £1,104,000

(2002 - £1,104,000).

The freehold land and buildings at Teddington were valued during the year by independent valuers at
£20 million based on their current use.

Company

The Company has no tangible fixed assets.
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Notes to the financial statements
Note 11

11. Fixed assets investments

Subsidiary
undertakings Associates Own shares Total
Group £000 £000 £000 £000
Cost

At 1 April 2002 = = = S
Reclassified from debtors - - 56 56
At 1 April 2002 (restated) = - 56 56
Additions = 44 2,027 2,071
Disposals = = (13) (13)
At 31 March 2003 - 44 2,070 2,114

Company
At 1 April 2002 3,444 - - 3,444
Reclassified from debtors - - 56 56
At 1 April 2002 (restated) 3,444 - 56 3,500
Additions 48 - 2,027 2,075
Disposals (817) - (13) (830)
At 31 March 2003 2,675 - 2,070 4,745

Share of net

tangible assets Goodwill Total
(a) Associate £000 £'000 £'000
At 1 April 2002 - - -
Addition (10) 52 42
Share of profit of associate 7 - 7
Amortisation of goodwill - (5) (5)
At 31 March 2003 3) 47 44

(b) Associate

The outstanding minority interest in LGC Promochem S| was purchased in the year.

(c) Associate

An Employee Benefit Trust (EBT), managed by Kleinwort Benson (Jersey) Trustees Limited, has been established
to acquire and administer ‘B’ ordinary and ordinary shares of £0.10 each for the benefit of the employees. A
total of 979,580 shares are held by the EBT.



Notes to the financial statements

Note 11

11. Fixed assets investments (continued)

Details of the investments in which the Group and the Company (unless indicated) holds 20% or more of the
nominal value of any class of share capital are as follows:

Country of

Subsidiaries

incorporation

Proportion of
voting rights
and shares held

Type of
shares

Nature of
business

LGC Beteiligungs GmbH Germany  Ordinary shares 100 Holding company

LGC Limited England Ordinary shares 100 Chemical and biochemical analysis, consultancy
and distribution of analytical reference standards

LGC Promochem Spzoo Poland Ordinary shares 66* Distribution of analytical reference standards

LGC Promochem AB Sweden Ordinary shares 100 Distribution of analytical reference standards

LGC Promochem Sarl France Ordinary shares 100 Distribution of analytical reference standards

LGC Promochem Sl Spain Ordinary shares 100 Distribution of analytical reference standards

LGC Promochem GmbH Germany  Ordinary shares 100* Distribution of analytical reference standards

LGC Promochem India Ordinary shares 50* Distribution of analytical reference standards

India Private Limited

University Diagnostics England Ordinary shares 100 Dormant

Limited

LGC (North West) Limited  England Ordinary shares 100 Dormant

Promochem Limited England Ordinary shares 100 Dormant

Promochem Iberia SI Spain Ordinary shares 100* Dormant

Promochem Standard Sweden Ordinary shares 100* Dormant

Supplies AB

LGC (Teddington) Limited  England Ordinary shares 100 Dormant

Joint ventures and associates

Ultra Scientific Germany  Ordinary shares 50* Distribution of analytical reference standards

Europe GmbH

* Held by a subsidiary undertaking
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Notes to the financial statements
Notes 11 - 12

11. Fixed assets investments (continued)
On 22 October 2002 the Group completed the sale of Pipeline Developments Limited. The disposal is analysed
as follows:
Net assets disposed of: £'000
Fixed assets 300
Debtors 782
Cash 65
Creditors (508)
Goodwill 310
Loss on disposal (135)
(including goodwill of £310,000)
814
Satisfied by:
Cash 814
The profit attributable to members of the parent company includes profits after tax of £25,000 earned by
Pipeline Developments Limited up to the date of its disposal on 22 October 2002.
During the year, Pipeline Developments Limited contributed £12,000 to the Group’s net operating cash flows,
paid £19,000 for servicing of finance and utilised £100,000 for capital investment.
12. Stocks
Group Company
2003 2002 2003 2002
£'000 £'000 £000 £'000
Raw materials and consumables 2,359 2,374 - =

The difference between the purchase price and production cost of stocks and their replacement cost is
not material.



Notes to the financial statements
Notes 13 - 15

13. Debtors
Group Company
2003 2002 2003 2002
£'000 £'000 £'000 £'000
Trade debtors 7,806 7,018 - -
Amounts recoverable from long-term contracts 2,146 662 - -
Other debtors 76 518 39 39
Prepayments and accrued income 444 551 - -
10,472 8,749 39 39
14. Creditors - amounts falling due within one year
Bank overdraft 2,313 2,263 - -
Payments received on account 1,414 2,206 - -
Trade creditors 3,612 2,808 - 6
Amounts owed to group undertakings - - 2,485 1,336
Amounts owed to associate 2 = = =
Corporation and foreign tax 673 540 - -
Other taxation and social security 1,411 1,547 - -
Accruals and deferred income 4,234 4,035 - 11
Dividend payable 522 444 522 413
14,181 13,843 3,007 1,766
15. Creditors - amount falling due after more than one year
Group Company
2003 2002 2003 2002
£'000 £'000 £'000 £'000
Accruals and deferred income 749 780 - -

Accruals and deferred income includes £1,018,000 (2002 - £1,255,000) in respect of future building works.
Of the total amount, £350,000 is included in creditors due within one year (2002 - £495,000).
The credit to the profit and loss account was £148,000 (2002 - £143,000).
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Notes to the financial statements
Notes 16 - 17

16. Provisions for liabilities and charges

Group Company
2003 2002 2003 2002
£000 £'000 £'000 £'000
Deferred taxation

Balance at 1 April 2002 750 623 - -
Disposal of subsidiary undertaking (18) = = =
Provided in the year 217 127 - =
Balance at 31 March 2003 949 750 - -

The deferred tax consists of:
Accelerated capital allowances 702 750 - =
Capital gains 247 = = =
Total deferred tax liability 949 750 - -

17. Share capital

2003 2002
Authorised £000 £'000
Dividend share of £0.10 - -
Preference shares of £0.01 each - 14
‘A" ordinary shares of £1 each - 125
‘B’ ordinary shares of £0.10 each (2002 - £1) 252 144
Ordinary shares of £0.10 each (2002 £1) 100 100
352 383
2003 2002 2003 2002
Allotted called up and fully paid Number Number £'000 £'000
Dividend share 1 = = =
Preference shares - = - -
‘A" ordinary shares - 108,000 - 108
‘B’ ordinary shares 2,521,900 144,190 252 144
Ordinary shares 1,000,000 100,000 100 100
352 352

At an Extraordinary General Meeting held on 23 August 2002, resolutions to approve a share capital
restructuring were passed.

The share restructuring involved the cancellation of 1,400,000 unissued preference shares and 16,800 unissued
‘A" ordinary shares and the creation of a dividend share which was subsequently allotted at no cost to 3i plc.
The dividend share has rights attached which largely replicate those of the former ‘A’ shares. A subdivision

of each £1 ordinary, ‘A’ ordinary and ‘B’ ordinary share into 10 £0.10 shares and reclassification of all of the
issued ‘A’ ordinary share into ‘B’ ordinary shares was also approved.



Notes to the financial statements

Notes 17 - 18

17. Share capital (continued)

Dividend rights

The different classes of shares rank for dividend in the following order:

1) Dividend share
2) Ordinary shares
3) ‘B’ ordinary shares

4) Thereafter equally for the ordinary and ‘B’ ordinary shares

On liquidation or capital reduction, the assets would be applied in the following order of priority:

1) Dividend share (returning nominal value only)

2) Thereafter equally for the ordinary and ‘B’ ordinary shares

Save for the dividend share which carries no voting rights, all classes of shares carry equal voting rights.

18. Reserves

Capital redemption Share premium Capital Profit and
reserve account account reserve  loss account
Group £'000 £'000 £'000 £'000
At 1 April 2001 31 1,386 9,989 1,033
Profit for the year = = - 1,474
Dividend - - > (453)
Exchange difference on retranslation of = = - 1)
net assets of subsidiary undertakings
At 1 April 2002 31 1,386 9,989 2,043
Profit for the year = = - 3,725
Dividend > - > (846)
Exchange difference on retranslation of > - > (153)
net assets of subsidiary undertakings
Goodwill reinstated on disposal of subsidiary - - 276 -
At 31 March 2003 31 1,386 10,265 4,769

The cumulative amount of goodwill written off at 31 March 2003, net of goodwill relating to undertakings

disposed of is £579,000 (2002 - £855,000).

Company
At 1 April 2001 31 1,386 - (122)
Profit for the year - - - 579
Dividend - - > (453)
At 1 April 2002 31 1,386 - 4
Profit for the year - - - 850
Dividend - - > (846)
At 31 March 2003 31 1,386 - 8
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Notes to the financial statements
Notes 19 - 20

19.

Financial commitments

At 31 March 2003 the Group had annual commitments under non-cancellable operating leases as

set out below:

2002
Land and Land and
buildings Other buildings Other
Operating leases which expire: £'000 £'000 £'000 £'000
Within one year 192 195 15 55
In two to five years - 108 194 137
In over five years 120 - - -
312 303 209 192

At 31 March 2003 the Group had entered into forward exchange contracts to safeguard the Group against

exchange rate fluctuations.

20. Notes to the statement of cash flows
(a) Reconciliation of operating profit to 2003 2002
net cash flow from operating activities £'000 £'000
Operating profit 4,688 2,558
Depreciation of tangible fixed assets 2,002 1,795
Amortisation of development expenditure 176 103
Amortisation of goodwill 296 270
Decrease/(increase) in stocks 15 (987)
(Increase) in debtors (2,506) (1,659)
Increase in creditors 715 302
Increase/(decrease) in accruals and deferred income 199 (98)
Net cash inflow from operating activities 5,585 2,284
See note 11 for an analysis of disposal of Pipeline Developments Limited.
At 1 April Exchange At 31 March
(b) Analysis of net funds 2002 Cash flow differences 2003
Cash at bank and in hand 2,124 123 12 2,259
Bank overdrafts (2,263) 154 (204) (2,313)
Cash (139) 277 (192) (54)
Short-term deposits* 2,000 - - 2,000
1,861 277 (192) 1,946

*Short-term deposits are included within cash at bank and in hand in the balance sheet.



Notes to the financial statements
Notes 21 - 23

21.

22.

23.

Post balance sheet event
On 30 April 2003, the Company formed LGC Promochem Srl as a wholly owned subsidiary in Italy.

On 6 June 2003, LGC Beteiligungs GmbH, a wholly owned subsidiary of LGC (Holdings) Limited, incorporated
in Germany, acquired all the shares of Mikromol GmbH for a cash payment of €3.4 million (£2.3 million).

Group capital commitments

Amounts contracted for but not provided in the financial statements amounted to £446,000 for the Group
and £nil for the Company (2002 - £109,000 and £nil, respectively).

Pensions
SSAP 24 disclosures
The Group operates a defined benefit pension scheme in the United Kingdom, the LGC Staff Pension Scheme.

The scheme is funded by the payment of contributions to a separately administered trust fund. The pension
cost is determined with the advice of independent qualified actuaries on the basis of triennial valuations using
the projected unit method. The result of the most recent valuation, which was conducted as at 1 August
2002, is as follows:

Main assumptions: %
Rate of return on investments 8.2
Rate of salary increases 4.3
Rate of pension increases 2.3

£'000
Market value of scheme’s assets 11,725
Level of funding being the actuarial value of assets expressed as a percentage 75%

of the benefits accrued to members, after allowing for future salary increases.

FRS 17 disclosures

The valuation used for FRS 17 disclosures has been based on the most recent actuarial valuation at August
2002 and updated by the actuaries of Scottish Widows plc to take account of the requirements of FRS 17 in
order to assess the liabilities of the scheme at 31 March 2003. For 31 March 2002, the actuarial valuation at
August 1999 was used and updated by the actuaries of Scottish Widows plc.

Scheme assets are stated at their market values at the respective balance sheet dates.

2003 2002
Main assumptions for the UK pension scheme: % %
Rate of salary increase 4.0 3.7
Rate of increase in pensions in payment 2.4 2.7
Discount rate 5.6 6.2
Inflation assumption 2.4 2.7
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Notes 23 - 24

23. Pension (continued)

2003 2002
UK long-term UK long-term
The assets and liabilities of the scheme and the rate of return Value rate of return Value
expected rates of return at 31 March 2003 are: expected % £000 expected % £000
Equities 8.0 10,112 7.9 12,127
Bonds 4.7 820 5.5 899
Other 3.8 355 7.9 604
Total market value of assets 11,287 13,630
Present value of scheme liabilities (22,705) (15,340)
(Deficit) in the scheme (11,418) (1,710)
2003 2002
Reconciliation of net assets and reserves under FRS 17 £'000 £'000
Net assets as stated in group balance sheet excluding 16,803 13,801
defined benefits assets/liabilities
FRS 17 pension assets 11,287 13,630
FRS 17 defined benefit liabilities (22,705) (15,340)
Net assets including defined benefit assets/liabilities 5,385 12,091
Group reserves 4,769 2,043
FRS 17 defined benefit assets 11,287 13,630
FRS 17 defined benefit liabilities (22,705) (15,340)
Profit and loss reserves including amounts relating (6,649) 333

to defined benefit assets/liabilities

The company also operates a defined contribution pension scheme for its employees. The assets of the

scheme are held separately from those of the company in an independently administered fund.

24. Related party transactions

During the year the Group entered into transactions, in the ordinary course of business, with other related

parties. Transactions entered into, and trading balances outstanding at 31 March 2003, are as follows:

Sales to Purchases from Amounts owed Amounts owed
related party related party by related party to related party
£000 £000 £000 £'000
Related party
Ultra Scientific Europe GmbH 75 3 - 2

The Group has a 50% interest in Ultra Scientific Europe GmbH.





