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INEOS Enterprises Limited

Directors' report for the year ended 31 December 2007
The Directors present their report and the audited financial statements for the year ended 31 December 2007

Principal activities and review of the business
The Company manufactures and supplies chemicals and other services to the chem:cal industry

Group turnover for the year was £239 6m (2006 £229 8m) and the profit on ordinary activities before taxation was
£30 4m (2006 £21 9m)

On 9 October 2007 the Company disposed of its UK Elecirotechnology Business by way of an mn specie dividend of
£12 2m and on 18 October 2007 the Company sold its investment in INEQS Chlor Atlantk GmbH to a related party,
INEOS Deutschland GmbH, generating a profit on disposal of £2 Om (see note 10)

On 9 October 2007 the Company’s ultimate Parent Company became INEOS ETB Linmuted and on 19 October 2007
the Company’s ultumate Parent Company became INEOS Group Limited

On 24 Qctober 2007 the Company acquired a 50% stake 1n a joint venture, INEOS Champlor SAS

Dunng the year the Company paid a cash dividend of £2 4m (2006 £ml) A further cash dividend of £12 Om was
made on 11 June 2008 (2006 £ml)

Research and development

The Group’s research and development team provides support to the Group’s customers and seeks to improve the
efficzency of the Group’s manufacturing processes The research and development team also leads the Group’s efforts
with respect to the development and capacity expansions of plants, together wath the maintenance and umprovement n
safety and environmental standards

Future outlook
At the end of the year the Company and Group remained well placed to take advantage of the opportunities that are
expected to anse m 2008

On 26 March 2008, IACC Limted became a wholly-owned subsidiary when the Company patd cash to acquire the
remawung 40% minonty interest

On 31 March 2008, the company’s 100%-owned subsidiary, INEOS Enterprises LLC, entered 1ato an agreement to
acquire a 50% stake mn another jomt venture, Great Plains O1l and Exploration Company LLC

Financial risk management

The Company’s and Group's operations expose them to a vaniety of financial nsks which include the effects of
changes 1n price nisk, credit nsk, hquidity risk and mterest rate isk  The Company and Group have m place a nsk
management programme which seeks to limut the adverse effects on the financial performance of the Company and
Group where appropriate  The Company and Group are exposed to commodity price nsk as a result of their
operations Where 1t 15 cost-effective to do so, this risk 1s managed by the use of contracts for difference The
Company and Group manage their credit exposures with a set of policies for ongoing credit checks on potential and
current customers or counterparties

Key performance indicators (“KPIs”)

Business performance-related bonuses are paid to the Group’s employees where targets relating to safety, profitability,
manufacturing performance, working capital and cost control are met or exceeded In addition, key market prices and
raw material costs are momtored closely and action taken, where appropriate, to optimise margins earned by the
Group’s operations The Company’s Directors believe that these measures represent the Group’s KPIs

Directors
The Directors who held office during the year and to the date of this report were as follows

JA Ratcliffe GS Corsi
CG MacLean K Metcalfe
GB Stewart PC Overment (appomted 17 March 2008)

H Deans




INEOS Enterprises Limited

Directors' report for the year ended 31 December 2007 (continued)

Employees
1t 1s the Company’s practice to give full and fair constderation to applications for employment recerved from disabled
persons, subject to the Company’s requirements and to the qualifications, abihity and aptitude of the individual n each

case

Employees are provided with information about the Company through regular briefing bulletins

Political and charitable contributions
The Group made no political contributions during the year (2006 Nil) Chanitable donations amounted to £534 (2006

£3,000)

Statement of Directors® responsibilities in respect of the financral statements
The Directors are responsible for preparing the financial statements in accordance with applicable law and regulations

Company law requires the Directors to prepare financial statements for cach financial year Under that law the
Directors have elected to prepare the financial statements in accordance with both UK Generally Accepted Accounting
Practice (United Kingdom Standards and applicable law) The financial statements are requred by law to give a true
and fair view of the state of affairs of the Company and of the profit or loss of the Company for that period

In preparing those financial statements, the Directors are required to
+ select suitable accounting policies and then apply them consistently,
s make judgements and estumates that are reasonable and prudent, and
»  prepare the financial statements on the going concern basis unless it 15 inapproprate (o presume that the
Company will continue 1n business, 1n which case there should be supporting assumptions or qualifications
as necessary

The Directors confirm that they have complied with the above requirements n prepaning the financial statements

The Directors are responstble for keeping proper accounting records that disclose with reasonable accuracy at any time
the financial position of the Company and enable them to ensure that the financial statements comply with the
Companics Act 1985 They are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularnities

Disclosure of information to Auditors
For each person who 1s a Director at the time of approval of this report
e 5o far as the Director 1s aware, there 15 no relevant audit information of which the Company's Auditors are
unaware, and
s he has taken all the steps that he ought to have taken as a Director in order to make himself aware of any
relevant audit information and to establish that the Company’s Aud:tors are aware of that information

Auditors
PricewaterhouseCoopers LLP have indicated their willingness to continue 1n office  As a result of the Company
passing a written resolution, there 15 no [onger a requirement for the Auditors to be reappointed on an annual basis

By order of the Board

(02

PF Nichols
Secretary I October 2008
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INEOS Enterprises Limited

Independent Auditors' report to the members of INEOS Enterprises Limited

We have audited the Group and Parent Company financial staternents (the *“financial statements’”) of INEOS
Enterpnises Limited for the year ended 31 December 2007 whach comprise the Group profit and loss account, the
Group and Company balance sheets, the Group cash flow statement, the Group statement of total recogmised gains and
losses, the Reconciliation of movements i Group equity shareholders’ funds and the related notes These financial
statements have been prepared under the accounting policies set out therein

Respective responsibilities of Directors and Auditors

The Directors’ responsibilities for preparing the Annual Report and the financial statements 1n accordance with
apphcable law and United Kingdom Accounting Standards (Umted Kingdom Generally Accepted Accounting
Practice) are set out in the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the financial statements 1 accordance with relevant legal and regulatory requirements
and Intemnational Standards on Auditing (UK and Ireland) This report, including the opinion, has been prepared for
and only for the Company’s members as a body 1n accordance with Section 235 of the Compamues Act 1985 and for no
other purpose We do not, 1n giving this opinion, accept or assume respensibility for any other purpose or to any other
person to whom this report 15 shown or into whose hands 1t may come save where expressly agreed by our prior
consent 1n writing

We report to you our opmioen as to whether the financial statements give a true and fair view and are properly prepared
1n accordance with the Comparues Act 1985 We also report to you tf, 1n our opiuon, the Directors’ Report 1s 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 audut, or »f information specified by law regarding
Directors’ remuneration and other transactions 1s not disclosed

We read other information contained in the Annual Report, and consider whether 1t 13 consistent wath the audited
financial statements Thas other information comprises only the Directors’ Report We consider the imphications for
our report if we become aware of any apparent misstatements or material inconsistencies with the financial statements
Our responsibihities do not extend to any other information

Basis of audit opinion

We conducted our audst in accordance with International Standards on Auditng (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures m the financial statements It also includes an assessment of the significant estiimates and yjudgments made
by the Directors 1n the preparation of the financial statements, and of whether the accounting policies are appropriate
to the Group’s and Company’s circumstances, consistently applied and adequately disclosed

We planned and performed our audit s0 as to obtain all the information and explanations which we considered
necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the financial statements are
free from matenal misstatement, whether caused by fraud or other wrregulanty or error In forming our opinion we also
evaluated the overall adequacy of the presentation of information 1n the financial statements

Opinion
In our opimon the financial statements
) give a true and fair view, m accordance with United Kingdom Generally Accepted Accounting Practice,
of the state of the Group’s and the Parent Company’s affairs as at 31 December 2007 and of the Group’s
profit and cash flows for the year then ended, and
. have been properly prepared 1n accordance with the Compantes Act 1985

Q\,\_._WLJLA. looy— o

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Liverpool

™1 October 2008




INEOS Enterprises Limited

Group profit and loss account for the year ended 31 December 2007

2007 2007 2007 1006 2006 2006
Continuing  Discontinued Total Continuing  Discontinued Total
Operations Operations Operations Operations
Note £m £m £m £m £m £m
Turnover 2 1897 499 2396 178 6 512 2298
Cost of sales (1319) (36 3) (1682) | (1449) {40 0) (184 9)
Gross profit 578 136 14 337 112 449
Selling and distnbution costs (182) (48) (23 0) (83) {(53) (13 6)
Admimstrative expenses (14 6) (31) 177) (36) @an (77
Other operating income - - - 10 - 10
Operating profit 1,2 250 57 307 228 18 24 6
Group share of joint venture (01 - on - - -
operating loss
249 57 306 27 8 18 24 6
Profit on sale of subsidiary 10 20 -
Interest — Group (19) (2 6)
Interest — joint venture (01) -
Net interest payable 5 (2 0) (2 6)
Other finance costs 25 (02) (¢ 1D
Profit on ordinary activities
before taxation 304 219
Tax on profit on ordinary (12 4)
activities 6 (11 5)
Profit on ordinary activities 180
after taxation 10 4
Minonty equity interests 20 (03) (02)
Profit for the financial year 19 177 10 2

There 1s no difference between the profit on ordmary activities before taxation and the profit for the financial years
stated above and their historical cost equivalents

As permutted by Section 230 (1) of the Compantes Act 1983, the Company has not presented 1ts own profit and loss
account The amount of profit after taxation dealt wath in the accounts of the Company 1s £11 3m (2006 £12 Om)




INEOS Enterprises Limited

Group balance sheet as at 31 December 2007

2007 2006
Note £m £fm
Fixed assets .-
Goodwill 7 4.1 79
_Negative goodwill 7 05) ©5)
36 74
Other mtangible assets 7 - 01
Intangible assets 36 75
Tangible assets 8 781 8§22
Share of joint venture gross assets 123 -
Share of joint venture gross liabilities 61) -
Investment m joint venture 10 62 -
879 897
Current assets
Stocks 11 66 16 6
Debtors — amounts falling due within one year 12 423 504
Debtors — amounts falling due after more than one year 12 - -
Cash at bank and n hand 274 66
763 736
Creditors — amounts falling due within one year 13 (379 (39 8)
Net current assets 384 338
Total assets less current liabilities 2 126 3 1235
Creditors - amounts falling due after more than one year 14 (a1 1) (39 8)
Provisions for habilities and charges 16 CN)) (25)
Deferred mncome 17 (29 9) (05)
Pension liability 25 {(73) (137)
733 670
Capital angd reserves
Called up share capital 18 - .
Profit and loss account 19 424 357
Other reserves 19 300 300
Equity shareholders’ funds 724 657
Minonity shareholders” equity interests 20 09 13
Total shareholders’ funds 733 670




INEOS Enterprises Limited

Company balance sheet as at 31 December 2007

2007 2006
Note £m £m
Fixed assets
Goodwill 7 19 25
Negative goodwll 7 (0 5) {0 5)
14 20
Other intangible assets 7 - 01
Intangible assets 14 21
Tangible assets 8 716 713
Investment in subsidiary undertakings 9 55 123
Interest In joint venture 9 64 -
849 857
Current assets
Stocks 11 58 14 6
Debtors due within one year 12 337 425
Debtors due after more than one year 12 - -
Cash at bank and n hand 270 19
665 590
Creditors — amounts falling due within one year 13 (G4 4) (29 0)
Net current assets 321 300
Total assets less current habihties 1170 1157
Creditors — amounts falling due after more than one year 14 (102) (37 5)
Provisions for habilities and charges 16 “ln (19
Deferred income 17 (29 8) 04
Pension habihty 25 {73) (10 8)
656 65 1
Capital and reserves
Called up share capital 18 - -
Profit and loss account 19 356 351
Other reserves 19 300 300
Total equity shareholders’ funds 656 651

The Financial statements on pages 4 to 30 were approved by the Board of Directors on 1 October 2008 and are signed
on 1ts behal

)/L ¢>6 O (ol

H Dean GS Corsi




INEOS Enterprises Limited

Group cash flow statement for the year ended 31 December 2007

2007 20006

Note £m £m
Net cash inflow from operating activities 21 801 236
Returns on investment and servicing of finance
Interest received 01 01
Interest pad (22) (24)
Issue costs of new bank loan - -
Dividends paid to minonty interests 07 02)
Net cash outflow from returns on mvestment and servicing of finance (2 8) L))
Tax paid (88) (4 5)
Capital expenditure
Purchase of tangible fixed assets (15 0) (107)
Less disposal of tangible fixed assets - 03
Less grants and sirmilar receipts - -
Net cash outflow from capital expenditure (150) (104)
Acquisitions and disposals
Acquisihion of businesses 10 64) 06)
Disposal of subsidiary undertaking 36 -
Net cash inflow/(outflow) from acquisitions and disposals (2 8) 06)
Equity dividends paid to shareholders (24) -
Net cash inflow/(outflow) before financing 48 3 56
Financing
(Decrease)/increase 1n loans payable 22 (27 5) (10)
Net cash (outflow)/inflow from financing (27 5) (10
Increase/(decrease) in net cash 22 208 46




INEOS Enterprises Limited

Statement of Group total recognised gains and losses for the year ended
31 December 2007

2007 2006
£fm £m
Profit for the financial year 177 102
Actuanal gain recogmsed 1n the pension scheme (Note 25) 32 -
Actuanal gain related to disposal of subsidiary 05 -
Movement 1n deferred tax relating to pension liability (10) -
Exchange translation effect on net assets of subsidianes 09 (03
Total recognised gains and losses for the financial year 213 897

Reconciliation of movements in Group equity shareholders’ funds for the year
ended 31 December 2007

2007 2006
£m £m
Profit for the financial year 177 102
In specie dividend (122) -
Cash dividend 24 -
Actuanal gamn recogmsed 1n the pension scheme (Note 25) 37 -
Movement in deferred tax relating to pension hability ao -
Other recogmsed gamns and losses 09 0 5)
Net mcrease in equity shareholders’ funds 67 97
Equity shareholders’ funds at the start of the year 657 560

Equity shareholders’ funds at the end of the year 724 657




INEOS Enterprises Limited

Accounting policies

These financial statements are prepared under the hustorical cost convention and 1n accordance with applicable UK
accounting standards, the Companies Act 1985 and the accounting policies set out below

Group consolidation

The Group accounts include the accounts of INEOS Enterprises Lumited and its subsidiary undertakings The results
of the businesses acquired or disposed of dunng the year are mcluded from the effective date of acquisition or to the
effective date of disposal respectively

Joint ventures

Jont Ventures are undertakings m which the Group has a long-term nterest and over which 1t exercises joint control
The consohdated profit and loss account mcludes the Group’s share of profits less losses and the consolidated balance
sheet includes the value of the Group’s share of the net assets of those undertalungs

Turnover

Turnover represents the sales value of goods and services supplied to customers during the period It excludes sales
between Group companies, VAT and sumilar sales based taxes Revenue 1s recogmsed at the pomt at which title passes
or services have been provided

Tangible fixed assets and depreciation

Freehold land and assets m the course of construction are not depreciated  Assets i1t the course of construction are
transferred to land and buildings or plant and machinery upon completion Depreciation 1s charged when these assets
come mnto use

Depreciation on all other tangible fixed assets 1s calculated so as to write off the lustonc cost of the assets on a straight
hine basis over their effective hves The typical effective lives of assets are

Freehold builldings - 30 to 50 years
Plant and machinery

¢ Major items of plant - 10 to 20 years
¢  Major plant overhauls - 2 to 4 years

s  Motor vehicles - 5 years

+ Fixtures, fitings and equipment - 5 to 10 years
¢ Computer hardware and major software - 2 to 4 years

Any impawrment in the value of fixed assets, calculated by discounting estimated future cash flows, 1s dealt wath 1n the
profit and loss account 1n the period to which the impairment relates

Intangible assets

When the fair value of the separable net assets 13 less than the fair value of the consideration for an acquired
undertaking the difference 1s treated as goodwll and 1s capitahsed and amortised through the profit and loss account
on a straight-line basis over 1ts estimated useful life, which 1s typically 10 years

Negative goodwill arises when the fair value of the separable net assets 1s greater than the fair value of the
consideration for an acquired undertaking The amortisation process 1s the same as for goodwill

Other intangible assets acquired as part of the acqusition of a business are valued at estimated replacement cost
Amortisation 1s charged so as to write off the assets over their estimated useful lives which are typacally 10 years

Stocks
Stocks and work 1n progress are valued on a first 1n, first out basis and are stated at the lower of cost and net realisable
value The cost of fimshed goods and work 1n progress includes an appropnate proportion of overhead expenses

Government grants and similar deferred income

Government grants and similar cash contnbutions are shown 1n the balance sheet as deferred income This income 1s
amortised on a straight line basis over the same period as the tangible fixed asset to which 1t relates or the life of the
related project
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INEOS Enterprises Limited

Accounting policies (continued)

Leases

Where the Company enters mnto a lease which entails taking substantially all the nisks and rewards of ownership of an
asset, the lease 1s treated as a “finance lease” The asset 1s recorded 1n the balance sheet as a tangible fixed asset and 1s
depreciated over its estimated useful life or the term of the lease, whichever 1s shorter Future instalments under such
leases, net of finance charges, are mcluded within creditors Rentals payable are apportioned between the finance
element, which 1s charged to the profit and loss account, and the capital element which reduces the outstanding
obligation for future mnstalments

All other leases are accounted for as “operating leases” and the rental charges are charged to the profit and loss
account on a straight line basis over the life of the lease

Pension costs

The Company participates 1n a pension scheme providing benefits based on final pensionable pay and the assets of this
scheme are held separately from those of the Company The pension scheme 1s 2 multi-employer pension scheme for
employees of the Company and INEOS Chlor Linuted

The current service cost of pension provision and any costs of benefits relating to past service are charged against
operating profit for the year A charge equal to the increase i present value of the pension scheme habilities and a
credit equal to the long-term expected return on pension scheme assets at the start of the year are included as ‘other
finance mncome’ 1n the profit and loss account Actuarial gains and losses are recogmised 1n the statement of total
recognised gains and losses The surplus or deficit in the pension scheme, net of any related deferred tax, 1s shown n
the balance sheet

The method used to split the FRS 17 pension scheme results between the Company and INEOS Chlor Limited 1s as
follows
e most members were allocated to a specific company, but where this was not possible members were
allocated to the larger employer, INEOS Chlor Lumited
e active scheme habilities were allocated pro rata based on the relative value of accrued pensions for active
members Deferred and pensioner members were allocated to INEOS Chlor Limited
total assets and cash flows were allocated 1n proportion to accrued pensions
s the allocation of total scheme liabilities was based on data collected in 2006 and, other than for recogmtion
of changes due io a business acquisition made by the Company 1n December 2005, the same proportionate
split has been used at all relevant dates

The Directors believe that this approach represents a consistent and reasonable basis of accounting for the scheme,
bearing in mund that the next full actuanal valuation will take place as at 31 December 2007

Certain other non-UK. Group companies also participate in local pension schemes providing similar benefits These
pension schemes are generaily funded through payments to mnsurance companies or other independently admimstered
funds Appropriate steps are taken to correct for any deficits in the year in which they become known

Deferred taxation

Deferred tax 15 recogmsed as a hability or asset i respect of afl tumung differences which have originated but not
reversed at the balance sheet date 1if transactions have occurred at the balance sheet date which give nse to an
obligation to pay more taxation 1 future, or a nght to pay less taxation in future An asset 18 not recogmsed to the
extent that the transfer of economic benefits 1n future 1s uncertain  Deferred tax 18 measured at the average tax rates
which are expected to apply 1n the penods dunng which the iming differences are expected to reverse, based on the
tax rates and laws which are m place at the balance sheet date Deferred tax assets and habilities are not discounted

No provision 1s made to cover any further Lhability to taxation which could anise in respect of the distnbution of profits
retained by overseas subsidiary undertakings

10
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INEOS Enterprises Limited

Accounting policies (continued)

Investments
Investments held as fixed assets are stated at cost less any proviston for permanent diminution 1n value Where the
cost of investments mcludes long term loans, these are included within fixed asset investments

Fees relating to long-term finance

Costs meurred 1 order to arrange long-term financing are charged to the profit and loss account over the term of the
associated debt such that the amount charged 15 at a constant rate on the carrying amount The costs are recogmsed
mmnally as a reduction 1n the proceeds of the debt

Research and development
Expenditure on research and development 1s written off when incurred

Foreign currencies

Results and assets and habiliies denomunated 1n foreign currencies are translated mnto sterling at the rates of exchange
ruling at the end of the financial year The net difference ansing from the restatement of the net assets of overseas
subsidiary and related Comparnues at the beginning of the financial year, using the exchange rates prevailing at the end
of the financial year, 1s taken directly to reserves Exchange differences on foreign currency loans are also taken
directly to reserves where there 1s an appropnate offset

Related party disclosures

The Company 1s a subsidiary of INEOS Group Lumited and 1ts results are included 1n the consolidated financial
statements of INEOS Group Lumted, which are available to the public  Under the terms of Financial Reporting
Standard 8 the Company 1s exempt from disclosing related party transactions with entities that form part of the INEOS
Group Limited group and the Company has taken advaniage of this exempuion




INEOS Enterprises Limited

Notes to the accounts

1 Operating profit

Operating profit is stated after charging:

2007 2006
£000 £°000
Auditors’ remuneration
Audit fees, including £38,000 (2006 £34,000) relating to the Company 86 75
Non-audit services 216 82
Depreciation 10,000 8,600
Amortisation
Goodwmll 1,400 1,400
Deferred mmcome (400) (100)
Research and development costs 1,543 1,200
Rentals payable under operating leases
Land and buildings - -
Plant and machinery 455 449
2 Segmental Information
2007 UK Continental Asia Other Total
Western Pacific
Europe
£m £m £m £m £m
Tumover, by destination
- continuing operations 76 5 104 6 08 78 1897
- discontinued operations 318 43 81 57 499
108 3 108 9 89 135 2396
Analysis by ongin
Tumover
- continuing operations 117 0 663 64 - 189 7
- discontinued operations 205 294 - - 49 9
137 5 957 64 - 2396
Operating profit
- contimung operations 186 53 11 - 250
- discontineed operations 42 15 - - 57
22 § 68 11 - 07
Total assets less current liabilities
- continuing operations 1130 110 23 - 1263
- discontinued operations - - - - -
1130 110 23 - 126 3




INEOS Enterprises Limited

Notes to the accounts (continued)

2006 UK Continental Asia Other Total
Western Pacific
Europe
£m fm £m £fm £m
Turnover, by destination )
- continuing operations 838 880 09 59 178 6
- discontinued operatrons 346 46 81 39 512
118 4 926 90 98 229 8
Analysis by ongin
Turnover
- contimung operations 108 6 643 57 - 1786 i
- discontinued operations 18 5 327 - - 512
127 1 970 57 - 2298
Operating profit/(loss)
- continuing operations 173 49 06 - 228
- discontinued operations 50 32) - - 18
223 17 06 - 246
Total assets less current liabilities
- continuing operations 886 91 33 - 1010
- discontinued operations 139 86 - - 225
102 5 177 33 - 1235
3 Directors’ emoluments
2007 2006
£'000 £000
Aggregate emoluments 374 232
Sums pard to related parties for Directors’ services 392 173
766 405
Highest Paid Director
Aggregate emoluments 277 123
Company pension contributions to defined benefit scheme 36 14
Accrued pension at the end of the year 41 3

2 Directors have retirement benefits accrumg under a defined benefit pension scheme (2006 2)

13




INEOS Enterprises Limited

Notes to the accounts (continued)

4 Staff numbers and costs

The average number of people employed by the Group (including Directors) duning the year, was as follows

Analysis by function

2007 2006
Number Number
Production 337 359
Distribution 75 80
Adminustration 69 54
Research and development 14 12
495 505
The aggregate payroll costs of these people were as follows
2007 2006
£m £fm
Wages and salanes 223 17 2
Social secunty costs 29 29
QOther pension costs (Note 25) 25 20
277 221
S Net interest payable
2007 2006
£m £m
Interest payable on borrowings totally repayable withun 5 years 20 26
Amortisation of 1ssue costs of bank loans 01 01
Interest payable and simlar charges 21 27
Interest receivable and sumnilar income {01) (0 1)
Net interest payable 20 26

14



INEOS Enterprises Limited

Notes to the accounts (continued)

6 Tax on profit on ordinary activities

a) Analysis of the charge/(credit) for the year 2007 2006
£m £m
UK Corporation Tax at 30% - current year 38 23
UK Corporation Tax at 30% - prior year 27 26
Overseas taxation — current year 18 2.0
Overseas taxation — prior year - 0.5
Current taxation 83 74
Deferred taxation — current year 41 41
Deferred taxation — prior year - -
12 4 115
(b) Factors affecting the tax charge for the year
The tax assessed for the year 1s lower than the standard rate of corporation tax in the UK The differences are
explained below
2007 2006
£m £m
Profit on ordimary activities before taxation 304 219
Profit on ordmary activities before taxation multiphied by the standard rate of
corporation tax m the UK of 30% (2006 30%) 21 66
Effects of
Expenses not deductible for tax purposes 032) 07
Group relief not pard - -
Depreciation 1n excess of capital allowances (35) “43)
Pension tuning differences 03 0.2
Utilisation of tax losses - 14
Deferred tax not provided - -
Differences in overseas tax rates - (03)
Adjustments 1n respect of previous periods 26 31
Current tax charge for year 83 74

(¢) Factors which may affect future tax charges

Dunng April 2008 the corporation tax rate changed from 30% to 28% There are no other factors that are hikely to

have a sigmficant effect on future tax charges




INEOS Enterprises Limited

Notes to the accounts (continued)

(d) Deferred Taxation

The amounts provided and not provided m respect of the deferred tax assets/(iabilities) are as follows

Group 2007 20006
Provided Not provided Provided Not provided

£m £m £m £m
Ansmg from accelerated capital allowances “1) - 09 -
Short-term uming differences - (03) - 03
Tax losses and other credits available - 38 - 38

(CRY) 35 09) 35
Pensions (Note 25) 28 - 47 09
Total (13 35 38 44

The potenual deferred tax asset of £3 5m (2006 £4 4m) consists pnmanly of tax losses and other credits and has not
been recogmsed because the benefit of these losses 1s not expected to crystallise m the foreseeable future

Company 2007 2006
Provided Not provided Provided Not provided
£m £m £m £m
Ansing from accelerated capital allowances 41 - 09 -
Pensions (Note 25) 28 - 47 -
Total (13) - 38 -
Movements duning the year in respect of deferred tax were as follows
Group Company
Provided Not provided Provided Not provided
£m £m £m £m
At 1 January 2007 38 44 38 -
Ansing dunng the year (5D (09) 1) -
At 31 December 2007 (13) 35 (13) -

16




INEOS Enterprises Limited

Notes to the accounts (continued)

7  Intangible assets

Group Company
Goodwill  Negative Other Goodwill Negative Other
Goodwill Goodwill
£m £m £m £m £m £m
Gross book value
At 1 January 2007 110 (0 8) 01 33 (08) 01
Exchange difference 01 - - - - -
Disposal of businesses (Note 10) (39 - - - - -
At 31 December 2007 72 (08) 01 33 (08) 01
Accumulated amortisation
At 1 January 2007 31 03) - 08 03 -
Disposal of businesses (Note 10) (13) - - - - -
Charge for the year 13 - 01 06 - 01
At 31 December 2007 31 (03) 01 14 0 3) 01
Net Book Value
At 31 December 2006 79 (0 5) 01 25 (0 5) 01
At 31 December 2007 41 (0 5) - 19 (05) -




INEOS Enterprises Limited

Notes to the accounts (continued)

8 Tangible fixed assets

(a) Group Land and Plant and Assets under Total
buildings machmery  construction
__fm £m £m £m
Cost
At 1 January 2007 109 785 118 1012
Exchange difference 03 10 - 13
Capital Expenditure - - 177 177
Diasposal of businesses (Note 10) G (12 1) a2 (18 4)
Transfers 05 58 (63) -
At 31 December 2007 66 732 220 101 8
Accumulated depreciation
At 1 January 2007 09 181 - 190
Exchange difference - 03 - 03
Disposal of businesses (Note 10) 05 51) - (56)
Charge for year 05 95 - 100
At 31 December 2007 09 228 - 237
Net book value
At 31 December 2006 100 60 4 118 822
At 31 December 2007 57 504 220 78 1

18




INEOS Enterprises Limited

Notes to the accounts (continued)

(b) Company Land and Plant and Assets under

buildings machinery construction Total

£fm fm £m £fm

Cost
At 1 January 2007 66 685 110 861
Disposal of businesses (Note 10) (30) (80) [(1r)] (117)
Capital Expenditure - - 160 160
Transfers - 52 (52) -
At 31 December 2007 36 657 211 90 4
Accumulated depreciation
At | January 2007 04 14 4 - 14 8
Disposal of businesses (Note 10) (04) (33) - (£ 3¢))
Charge for year 02 75 - 77
At 31 December 2006 02 18 6 - 18 8
Net book value
At 31 December 2006 62 54 1 110 713
At 31 December 2007 34 471 211 716

In both the Group and the Company all of the net book value of land and buildings relates to freehold properties

9 Fixed asset investments

Company Subsidiaries Joint venture (Note 10)
Shares Loans Total Shares Loans Total
£fm £fm £fm £m £m £m
At 1 January 2007 535 68 123 - - -
Exchange difference - 03 03 - - -
Additions - 03 03 36 28 64
Disposal of businesses (Note 10) ~ (74) (74) - - -
At 31 December 2007 55 - 55 36 28 64




INEOS Enterprises Limited .

Notes to the accounts (continued)

At 31 December 2007 the Company’s subsidianes, all of which are included within the consohdated Group accounts

were as follows

Subsidiary undertalang Country of
registration or
incorporation

INEOS Enterprises France SAS France

INEOS Asiatic Chermical Company Thailand

Limited

Principal activity

Toll conversion and
selling of chemicals

Chermcals
manufactuning and
selling

Class/percentage of
shares held

Ordinary 100%

Ordmary 60%

On 26 March 2008, INEOS Asiatic Chemical Company Limited became a wholly-owned subsidiary when the

Company acquired the remaming rminonty mterest

10 Acquisition and disposal of businesses

Acquisition

On 24 October 2007, the Company acquired a 50% stake in INEOS Champlor SAS, a company incorporated in
France At 31 December 2007 the Company had invested £3 6m 1n share capital and had provided an additional

£2 8m sharcholder loan to the joint venture INEQOS Champlor SAS mcurred a loss of £0 4m durning the year (£0 2m
of which 18 mneluded in the Group Profit on ordinary activities before taxation) and at 31 December 2007 had invested

m fixed assets 1 the course of construction amounting to £17 Om

Disposals

{1} On 8 October 2007, the Company paid a dividend 1n specic compnising the net assets of 1ts UK-based
Electrotechnology Business Details of the net assets disposed of by the Group and value of the m specie dividend are

shown below

Company and Group

Book value prior

to disposal

£m
Goodwill -
Tangible fixed assets 80
Stocks 59
Debtors — amounts falling due within one year 47
Creditors — amounts falling due withun one year (2 6)
Provisions for liabilities and charges 0 4)
Deferred 1ncome 02)
Pension hability (32)
In specie dividend paid 122

(11) On 18 October 2007, the Group disposed of 1ts 100% mnterest in INEOS Chlor Atlantik GmbH to a related party,
INEOS Deutschland GmbH Details of the net assets disposed of by the Group and consideration received are shown

below
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INEOS Enterprises Limited

Notes to the accounts (continued)

Group Book value prior
to disposal
£m
Goodwall 26
Tangible fixed assets 48
Stocks 09
Debtors — amounts falling due within one year 41
Cash at bank and 1n hand less overdrafis 38
Creditors — amounts falling due withun one year @8n
Pension hability 27
54
Consideration received - cash 74
Profit on disposal 20
11 Stocks
Group Company
2007 2006 2007 2006
£m £m £m £m
Engmeenng Stores 34 94 28 85
Raw materials and work 1n progress - 35 - 27
Fiushed goods 32 37 30 34
66 16 6 58 14 6

There 1s no matenal difference between the replacement cost of assets held for resale and their balance sheet amounts

12  Debtors
Group Company
2007 2006 2007 2006
£m £m £m £m
Amounts falling due within one year
Trade debtors 261 461 150 265
Amounts owed by subsidiary undertakings - - 717 144
Amounts owed by fellow Group undertakings 40 - 38 -
Other debtors 92 35 44 15
Prepayments and accrued mmcome 30 08 28 01
423 504 337 425

Amounts falling due after more than one year
Deferred Tax (Note 6)
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INEOS Enterprises Limited

Notes to the accounts {continued)

13 Creditors — amounts falling due within one year

Group Company
2007 2006 2007 2006
£fm £m fm £m
Trade creditors 98 148 81 109
Amounts owed to subsidiary undertakings - - 24 06
Amounts owed to fellow Group undertakings 42 - 40 -
Corporation Tax 21 19 22 -
Other taxes and social secunty 21 47 10 20
Other creditors 71 44 52 34
Accruals and deferred mcome 120 40 115 121
379 398 344 290
14 Creditors — amounts falling due after more than one year
Group Company
2007 2006 2007 2006
£m £m £m £fm
Loans payable to related parties - 30 - 30
Bank loan 100 344 160 344
Other loan 04 65 - -
104 379 100 374
Less unamortised finance costs 02) (0 3) 0 2) 03)
102 376 98 371
Other creditors 09 22 04 04
111 398 102 375
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Notes to the accounts (continued)

15 Net borrowings

Group Company

2007 2006 2007 2006

£m £m £m £m

Loans repayable after more than 5 years 04 35 - 30
Bank loan repayable between 2 and 5 years 100 344 100 344
104 379 100 374
Less unamortised finance costs 02) ©3 02) (03)
102 376 98 371
Cash at bank and 1 hand (274) 66 (270) (19
Net (funds)/borrowings (17 2) 310 (172) 353

Loans repayable 1n mstalments total £10 Om (2006 £34 9m) for the Group and £10 Om (2006 £34 4m) for the
Company The bank loan and overdraft 1s secured by fixed and floating charges over the Company’s UK assets and
by share pledges over the Company’s subsidianies The loans repayable after more than one year are interest free and

incluede £ml (2006 £3 Om) that has no fixed matunty date

16 Provisions for liabilities and charges

Group Deferred Retirement Long-Term Total
Tax Benefits Contracts
£m £m £m £m
At 1 January 2007 09 0.6 10 25
Exchange difference - 01 - 01
Charged/(credited) to the profit and loss account 32 - 0 6) 26
Cash paid - 01 - ©1)
Disposal of busmesses (Note 10) - - {0 4} 04
At 31 December 2007 41 06 - 47
Company Deferred Long-Term Total
Tax Contracts
£m £m £m
At 1 January 2007 09 10 19
Charged/(Credited) to the profit and loss account 32 06) 26
Disposal of busmesses (Note 10) - (04) (0 4)
At 31 December 2007 41 - 41
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Notes to the accounts (continued)

17 Deferred income

Government grants, other contributions towards the cost of Group Company
tangible fixed assets and pre-paid lease income £m £m
At 1 January 2007 _ 05 04 N
Credited to the profit and loss account - amortisation 04 04
Cash recerved 300 300
Disposal of business (Note 10) (02) 02) --
At 31 December 2007 269 29 8
18 Share capital
Equity - ordinary shares of £1 each 2007 2007 2006 2006
Number £ Number £
Authonsed 1,000 1,000 1,000 1,000
Allotted, 1ssued and fully paid 100 100 100 100
19 Reserves
Group Company
Profit and Other Profit and Other
loss account Reserves loss account Reserves
£m £m £m £m
At 1 January 2007 357 300 351 300
Exchange translation effects 09 - - -
Profit for the financial year 177 - 139 -
Dividends (14 6) - (14 6) -
Actuanal gain in pension scheme (Note 25) 37 - 32 -
Movement 1n deferred tax relating to pension hability (10) - (20) -
At 31 December 2007 42 4 300 356 300
20 Minority equity interests
Group
£m
At 1 January 2007 13
Share of retamned profit after taxation 03
Dividends paid 07
At 31 December 2007 09

The Group munonty equity interest represents the minonty 40% share in INEOS Asiatic Chemmcal Company Limuted
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Notes to the accounts (continued)

21 Net cash inflow from operating activities

2007 2006
£m £m
Operating profit - 306 24.6
Depreciation and amortisation 114 99
Profit on disposal of tangible fixed assets - (03)
Decrease/(increase) int stocks 32 (32)
Increase 1n debtors {07) 9 6)
Increase 1n creditors 337 25
Other non-cash changes 19 03
Net cash inflow from operating activities 801 236
22 Analysis of changes in (debt)/funds
1 January Cash flow Disposal of Non-cash 31 December
2007 subsidiary changes 2007
£m £m £m £m £m
Cash at bank and 1n hand 66 208 - - 274
Bank overdraft - - - - -
Loans (379) 275 - - (10 4)
Debt 1ssue costs 03 - - 01) 02
Net (debt)/funds (310) 483 - (01) 172
The non-cash changes relate to the amortisation of debt 1ssue costs
23 Reconciliation of net cash flow to movement in net debt
2007 2006
£m £m
Increase/(decrease) 1n cash in year 208 44
Decrease/(increase) tn bank overdraft in year - 08
Decrease 1n borrowings 2735 10
Change n net debt resulting from cash flow 483 62
Net cash movement on disposal of subsichary (Note 10) - (0 6)
Non-cash changes [(t))] [(RY]

Movement in net debt in the year 48 2 (55)
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Notes to the accounts (continued)

24 Commitments and contingent liabilities

a) Annual operating lease commitments

Group Property Other
2007 2006 2007 2006
£m £m £m £m
Leases which expire
Within one year - - - -
Between one and two years - - - 07
Between two and five years - - 01 01
- - 01 08
Company Property Other
2007 2006 2007 2006
£fm £m £m £m
Leases which expire
Between one and two years - - 01 01
b) Capital commitments
Commutments for capital expenditure not provided for 1 these accounts are as follows
Group Company
2007 2006 2007 2006
£m £m £m £m
Contracts placed for future expenditure 15 13 12 12
Expenditure authonised but not yet contracted 283 41 280 38
29 8 54 292 50
c) Unconditional purchase obligations and contingent habilities
The net present values of signmificant take or pay contracts that have been entered nto are as follows
Group and Company 2007 2006
£m £m
Purchase of electrnic power, until 2016 40 42
Manufacturing facility charges, until 2008 - 06
40 48
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INEOS Enterprises Limited -

Notes to the accounts (continued)

d) Other commitments

In 2003 the Company, together with fellow group undertakings and related parties provided a guarantee to the
Secretary of State for Trade and Industry m respect of a Regional Selective Assistance Grant that has been made
available to INEOS Chlor Limited Under certain circumstances the Company and Group could become hable to
repay to the Department for Trade and Industry up to 50% of the amount advanced to INEOS Chlor Limited At 31
December 2007 Grant payments of £27 2m (2006 £22 4m) had been made

Other guarantees and contingencies ansing in the ordinary course of business, for which no secunty has been given,
are not expected to result 1n any matenal financial loss

25 Retirement benefits

{(a) Company

The majonty of the UK employees participate m the INEOS Chlor Pension Fund (“The Fund™) The Fund 1s
admumstered by a group of trustees with assets being held separately from the Company Members receive defined
benefit pensions that are based on their length of service and average final remuneration with the Company

The most recent actuanal valuation of the fund was camed out as at 31 December 2004 The valuation of the scheme
used the projected unit method and was carnied out by Watson Wyatt LLP, professionaliy qualified actuanes The
principal assumptions made by the actuanes were

2007 2006 2005
% pa % pa % pa
Price inflanon 33 29 27
Discount rate for scheme habilities 5.8 51 4 85
Rate of increases n salaries 48 44 42
Rate of mcrease of pensions i payment 33 29 27
Rate of increase for deferred pensioners 33 29 27
The assets 1n the scheme and the expected rates of return were
31 December 2007 31 December 2006 31 December 2005
Expected Fair Expected Fair Expected Fair
rate of Value rate of Value rate of Value
return return return ‘
% pa £m % pa £m % pa £m
Equities 80 208 78 237 78 233
Bonds 51 34 47 53 44 16
Other 45 02 43 05 40 1.5
Total fair value of assets 76 244 72 295 74 264
Actuanal value of scheme habilities (34 5) 450) 414)
Deficit in the scheme (101 (155) (150
Related deferred tax asset 28 47 435
Net pension liability (7 3) (10 8) (10 5)

The pnor year Pension hability also included an additional £2 9m relating to a subsidiary undertaking that was [
disposed of during the current year ,
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Notes to the accounts (continued)

Analysis of the amount charged to operating profit 2007 2006
£m £m
Current service cost 18 16
Past service costs 01 -
Total operating charge 19 16 -
Analysis of the amount charged to other finance costs 2007 2006
fm fm
Expected return on pension scheme assets 21 20
Interest on pension scheme liabilities (22) 20
Net charge (01) -

There was also an additional net charge of £0 1m (2006 £0 1m) relating to a subsidiary undertaking that was disposed

of dunng the year

Analysis of amounts recognised in the statement of total recognised gains and 2007 2006
losses im £m
Actual return less expected return on pension fund assets 08 {03)
Expenence gains/(losses) ansing on fund habihities - -
Gains on change of financial and demographic assumptions 24 03
Actuanal gan recognised 1n the statement of total recognised gains and losses 32 -
Movement in deficit during the year 2007 2006
£fm £m
Deficit i the fund at begintung of year (155 (150)
Reclassification 01) -
Contributions paid 11 11
Current service cost (18) (16)
Past service cost on -
Other finance costs ©n -
Disposal of business (Note 10) 32 -
Actuanal gam 32 -
Deficit m the fund at end of vear, before allowance for deferred tax (10 1) (15 5)
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Notes to the accounts (continued)

History of experience gains and losses 2007 2006 2005

Dufference between the actual and expected return on fund assets
Amount £0 8m (£03m) £0 5m
% of fund assets at end of year 33% (1 1%) 19%
Expenience gains/(losses) on fund habilities
Amount - - (£1 6m)
% of fund liabilities at end of year - - (3 9%)

Total actuanal gam/(loss) recogmsed 1n the statement of total
recognised gains and losses

Amount £32m - (£3 3m)
% of fund Lhiabilities at end of year 9 3% - (8 0%)

(b) Other Group Companies

In additton to the UK Group scheme, certain other group companies also participate in local, unfunded pension
schemes The pension cost charged to the profit and loss account for the year was £0 2m (2006 £0 4m) in respect of
these schemes, including £0 1m (2006 £0 1m) charged to other finance costs There 1s no associated pension liabihty

at 31 December 2007 (2006 £2 9m) due to the disposal of the busmmess during the year The actuanal gain credited to
the statement of total recogmised gains and losses before disposal 1n respect of the scheme was £0 5m (2006 £mil)

26 Subsequent Events

An additional cash dividend payment of £12 Om was made on 11 June 2008

27 Related party transactions

The Company 15 related to INEOS Technologies Limited, INEOS Capital Partners, INEOS Capital Limited and
Screencondor Limited by virtue of common control

Matenal trading transactions wath related parties dunng the year were as follows

Related party Sales Purchases Balance owed to/(by)

the Group at

31 December
£m

INEOS Technologies Limited — £ml (2006 £ml) — £ml] (2006 £ml) 2007 £(02)
2006 Nil
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Notes to the accounts (continued)

Other matenal transactions with related parties duning the year were

Related party Transaction Balance owed to/(by) the
Group at
31 December
£m
INEOS Capital Partners Management services provided to the Company 2007 £ml
- £0 7m (2006 £0 7m) 2006 £t
INEOS Capital Limuted 2007 Loans repaid by the Company - £3 Om 2007 £ml
(2006 £ml) 2006 (30)
Screencondor Limated Funding of admirustrative expenses - £nil 2007 01
(2006 £01) 2006 03

28 VUltimate Parent Company and Ultimate Controlling Party

At 31 December 2007, the Company was a subsidiary undertaking of INEOS Enterprises Group Linuted, a Company
registered in England and Wales The Company’s ultumate Parent Company was INEOS Group Limited, a company
registered m England and Wales

The consohdated Group accounts of INEOS Group Lumited are available to the public and may be obtained from the
Company Secretary at Hawkslease, Chapel Lane, Lyndhurst, Hampshire, S043 7FG

The Directors regard Mr JA Ratchiffe to be the ultimate controlhing party by virtue of hus shareholding 1n INEOS

Group Limuted
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