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Inecos Europe Limited (formerly Innovene Europe Limited)

Directors’ report for the year ended 31 December 2006

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

Principal activity
The company 1s engaged 1n the refining and sale of petroleum products and the production and sale of

petrochemical products The company has a branch operating in France

Review of activities and future developments
The pnior period covers the period from the date of incorperation on 10 December 2004 to 31 December 2005

On 16 June 2006, the company changed 1ts name to Eneos Europe Limited

A number of major turnarounds to the company's main production units took place during 2006 These took
place at each of the 3 largest production sites and led to a sigmificant reduction in production capacities during
the year Although there are turnarounds planned for 2007, 1t 15 anticipated that the combined effect on
profitabihity of the company will be sigmificantly lower than 1n 2006

In addition to these scheduled outages the company suffered from a sigmificant loss of production as a result of
an unplanned outage 1n the Gas Cracker at Grangemouth in the first quarter of 2006 which resulted in a
reduction in revenues

In early 2006 the company took the decision to close its office in Staines, UK which hosted, sales, accounting,
information technology and business activity

The Sales activity was transferred to several sites throughout Europe with the majonty of it going to Cologne,
Germany The majonty of the accounting and IT activity transferring to Grangemouth, UK and the business
activity being incorperated 1n Lyndhurst, UK By the end of 2006 the new organisational structure was
successfully implemented

Following the European Polyolefins business review completed in the first quarter of 2007 the company
announced, dependent on future market cenditions, the potential closure of 1ts smallest and unprofitable High
Density Polyethylene plant at Grangemouth and 1ts unprofitable Polypropylene plant at Geel, Belgium

On 15 February 2007 the partners in EPDC BV, the Joint Venture company formed to implement the EPDC
mipehine development project, took the decision to stop the project on economic grounds and hquidate the
company The company’s share of expenditure to date on the project, €6 5m was wnitten off in 2006

Results and dividends
The loss for the financial year before taxation was €237,124,000 {peried ended 31 December 2005 profit

€112,090,000), which has been withdrawn from/ transferred 1o reserves at 31 December 2006 The directors do
not propose the payment of a dividend (2005 mil)

Directors

The directors who held office during the year were as follows
G Leask (Appointed § May 2006)

C G Macl.ean {Appoimnted 15 September 2006)
U Braun {Appointed 13 September 2006)
R J Nevin {Resigned 15 September 2006}

N J Wnght {Resigned 31 October 2006)




Ineos Europe Limited (formerly Innovene Europe Limited)

Disabled employees
The company gives full consideration to apphcations for employment from disabled persons where the

requirements of the job can be adequately fulfilled by a handicapped or disabled person

Where existing employees become disabled, 11 1s the company’s policy wherever practicable to provide
continuing employment under normal terms and conditions and to provide traimng and career development and
promotion wherever appropnate

Employee involvement
During the year employees have been provided with information on matters of concern to them Regular

meetings are held between employees and local management to allow a free flow of information and 1deas

Chanritable and pohtical donations
No donations were made by the company for charitable or pohitical purposes in the year (2005 nil)

Financial nsk management

The company’s operations expose 1t 1o a vanety of financial risks that include the effects of changes in price
risk, credit risk, hquidity risk and interest rate risk The company has 1n place a risk management programme
that seeks to Limit the adverse effects on the financial performance of the company where appropriate  The
company 1s exposed to commodity price risk as a result of its operations However, given the size of the
company’s operations, the costs of managing exposure to such risk exceed any potential benefits The
company manages its credit exposures with a set of policies for ongoing credit checks on potential and current
customers or counterparties The company 1s funded internally by the Ineos group and therefore has no direct
exposure to hquidity or debt market risk  Interest rate exposures are managed on a group basis and are fully
disclosed in the consolidated financial statements of Ineos Group Limited

Key perfoermance indicators

Given the straightforward nature of the business, the company’s directors are of the opinion that analysis using
KPIs 1s not necessary for an understanding of the development, performance or position of the business  The
development, performance and position of Ineos Group Limited, which includes the company, 1s discussed in
the group’s annual report which does not form part of this report

Principal risks and uncertainties
From the perspective of the company, the principal nsks and uncertainties are integrated with the principal

risks of the group and are not managed separately Accordingly, the principal nsks and uncertainties of Ineos
Group Limited which include those of the company, are discussed in the group’s annual report which does not
form part of this report




Ineos Europe Limited (formerly Innovene Europe Limited)

Statement of directors’ responsibilities in respect of the Annual Report and the financial statements
The directors are responsible for preparing the Annual Report and the financial statements 1n accordance with

applicable faw and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) The financial
statements are required 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 preparimg those financial statemenits, the directors are required to
+ select surtable accounting policies and then apply them consistently,
* make judgements and estimates that are reasonable and prudent,

s  state whether applicable UK Accounting Standards have been followed, subject to any matenial
departures disclosed and explained n the financial statements, and

s prepare the financial statements on the going concern basis unless 1t 15 inappropriate to presume that
the company will continue 1n business, 1n which case there should be supporting assumptions or
qualiftcations as necessary

The directors confirm that they have compled with the above requirements in preparing the financial
statements

The directors are responsible 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 Companies Act 1985 They are also responsible for taking reasonable steps for safeguarding the assets |
of the company and hence for taking reasonable steps for the prevention and detection of fraud and other

rregulanties

Disclosure of information to auditors
The directors confirm that as far as they are aware, there 1s no relevant audit information of which the Group’s

auditors are unaware and that they have taken all steps necessary as directors in order to make themselves
aware of any relevant audit information and to establish that the Group’s auditors are aware of that
information

Independent auditors
During the year Emst & Young LLP resigned as auditors to the company, and the directors appointed

PricewaterhouseCoopers LLP to fill the casval vacancy PricewaterhouseCoopers LLP have indicated their
willingness to continue 1n office and a resolution concerning their reappointment and authorising the directors
to fix their remuneration will be proposed at the Annual General Meeting

By order of the Board

Lﬂ' QI*

Martin Stokes
Secretary

28 September 2007




Ineos Europe Limited (formerly Innovene Europe Limited)

Independent auditors’ report to the members of Ineos Europe
Limited (formerly Innovene Europe Limited)

We have audited the financial statements of Ineos Europe Limited for the year ended 31 December 2006 which
compnise the profit and loss account, the statement of total recognised gains and losses, the balance sheet, the
accounting policies and the related notes These financial statements have been prepared under the accounting
policies set cut theren

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the financial statements in accordance with applicable law and

United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out
1n the Statement of Directors” Responsibilities

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

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 whether 1n our optnion the
information given tn the Directors’ Report 1s consistent with the financial statements

In addition we report to you 1f, 1n our opmion, the company has not kept proper accounting records, if we have
not recerved all the information and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the implications for our report if we become aware of any apparent
misstatements within it

Basis of audit opinion
We conducted our audtt in accordance with International Standards on Auditing (UK and Ireland) 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 [t also includes an assessment of the sigmificant estimates and
Judgments made by the directors 1n the preparation of the financial statements, and of whether the accounting
policies are appropriate to the company’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 irregulanity or error In
forming our opimon we also evaluated the overall adequacy of the presentation of information n the financial
statements
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Opinion
In our opimon

+ the financial statements give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the company’s affairs as at 31 December 2006 and of
the loss for the year then ended,

¢ the financial statements have been properly prepared in accordance with the Companies Act 1985,
and

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

W Va

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Audltors
Newcastle upon Tyne

28 September 2007




Ineos Europe Limited (formerly Innovene Europe Limited)

Profit and loss account for the year ended 31 December 2006

Note Year ended Year ended Penod ended Penod ended
31 December 31 December 31 December 31 December
2006 2006 2005 2005
€000 €000 €°000 €000
Turnover 2 16,420,952 13,142,410
Change n stocks of finished goods (287,087) 1,323,214
and work 1n progress
Other operating income 3 45,367 47,401
Raw matenials and consumables (13,359,697) (12,233,598)
Other external charges (2,747,067) (2,109,004)
Staff costs 8 (60,464) (47,787)
Depreciation 3 (2,947} (578)
Amaortisation 3 (20,595) (16,747)
Exceptional administrative expenses 3 (127,495} -
(16,318,265) (14,407,714
Operating (loss)/profit 3 (139,033) 105,311
Exceptional items 6 - 17,484
(Loss)/profit on operating activities (139,033) 122,795
before interest and tax
Interest recervable and simtlar 4 37,012 15,302
income
Interest payable and similar charges 5 (135,103) {26,007)
(Loss)/profit on ordinary activities (237,124) 112,090
before taxation
Taxation on {loss)/profit on ordinary 7 67,128 (34,674)
activities
{Loss)/profit for the year 19 (169,996) 77,416

All activities of the company relate to continuing operations

There 15 no difference between the profit on ordinary activities before taxation and the retained profit for the

year stated above and their historical cost equivalents




Ineos Europe Limited (formerly Innovene Europe Limited)

Statement of total recognised gains and losses for the year ended
31 December 2006

2006 2005
€000 €000
(Loss)/profit for the financial year (169,996) 77,416
Currency translation differences (note 19) (101,377) 38,380

Total recognised (loss)/gain for the financial year (271,373) 115,796




Ineos Europe Limited (formerly Innovene Europe Limited)

Balance sheet at 31 December 2006

Note 2006 2005
€000 €000
Fixed assets
Intangible assets 9 245,412 277,057
Tangible assets 10 24,393 7,156
Investments 11 550,001 550,001
819,806 834,214
Current assets
Stocks 12 1,036,127 1,323,214
Debtors — amounts falling due
- within one year 13 939,078 2,580,034
- after more than one year 14 435,921 87,760
Cash at bank and in hand 9,245 16,080
2,420,371 4,010,088
Creditors amounts faling due within one year 15 (3,388,76%) (4,720,836)
Net current habibties (968,394) (710,748)
Total assets less current habilities (148,588) 123,466
Creditors, amounts falling due after more than one year 16 (6,989) (7,670)
Net (habilities)/assets (155,577} 115,796
Capital and reserves
Called up equity share capital 18 - -
Profit and loss account 19 (155,577} 115,796
Equity shareholders’ (defiait)/funds 20 (155,577) 115,796

The financial statements on pages 6 to 24 were approved by the board of directors on 28 September 2007 and

were signed on its behgyf by

Leask
Director




Ineos Europe Limited (formerly Innovene Europe Limited) :

Statement of accounting policies

Basis of preparation
These financia! statements are prepared on the gomng concern basis, under the historical cost convention, and n

accordance with the Companies Act 1985 and applicable accounting standards in the United Kingdom The
company 1s a2 wholly owned subsidary of Ineos Group Limited

The directors believe that preparing the accounts on the going concern basis is appropriate due to the continued
financial support of the ultimate parent company Ineos Group Limited The directors have received
confirmation that Ineos Group Limited intends to support the company for at least one year after these financial
statements are signed

The principal accounting policies, which have been applied consistently throughout the year, are set out below

Cash flow statement
The company 1s ultimately consolidated within the financial statements of Ineos Group Limited

Consequently, the company has taken advantage of the exemption from preparing a cash flow statement under
the terms of Financial Reporting Standard | (revised 1996)

Investments
Investments held as fixed assets are stated at cost less provision for impairment

Stock valuation
Stocks are valued at cost to the company, using first-in first-out method or at net realisable value, whichever s

fower Stores are valued at the cost to the company mainly using the average method or net reahsable value,
whichever 1s the lower

Foreign currency transactions
Foreign currency transactions in currencies other than euros are recorded at the exchange rate ruling on the

date of transaction Foreign currency monetary assets and hiabilities 1n currencies other than euros are }
translated into euros at rates of exchange ruling at the balance sheet date All exchange gains and losses on ;
setttemnent or translation at closing rates of exchange of monetary assets and habilities are included in the ‘
determination of profit/loss for the year

|
Assets and labilities of branches in currencies other than euros are translated into Euros at the rates of |
exchange ruling at the balance sheet date Trading results of branches in currencies other than euros have been ‘
iranslated at the average exchange rate for the relevant accounting period Exchange differences arising on the |
consohdation of these branches are taken to reserves

Securitisation

The company 1s party to a receivables securitisation programme in which various group subsidianes sell trade
recervables to Ineos Finance Ireland, a special purpose vehicle, for a discounted rate  Ineos Finance Ireland
pledges the receivables as secunity for borrowings from a number of conduit lenders The company has
retamed no significant risks or rewards of ownership relating to the receivables sold to Ineos Finance Ireland
and therefore no longer recogmse those receivables from the date of sale The cash due from the sale of
recervables, less a financing cost, 1s lent to Ineos Holdings Limited The financing cost 1s recognised in
Interest payable

Goodwill
Acquired goodwill 1s capitahised and amortised over ils estimated useful economic Life, limited to a maximum

period of 15 years



Ineos Europe Limited (formerly Innovene Europe Limited)

Tangible Fixed Assets and depreciation
Tangible fixed assets are stated at historic purchase cost less accumulated depreciation Depreciation 1s

calculated to write off the cost of tangible fixed assets, less their residual values, over their expected useful
lives using the straight line basis The expected useful lives of the assets to the business are reassessed
penodically in the hight of expertence  Straight hine annual rates of depreciation most widely used are

Plant and machinery - 5 years
Fixtures, fitings and equipment - 5 years

Leases
Rentals under operating leases are charged against income as incurred

Turnover
Turnover, which 1s stated net of value added tax, customs duties and sales taxes represent amounts invoiced to

third parties

Pensions
The company participates 1n a defined benefit pension scheme providing benefits based on final pensionable

pay for all employees Contributions are made to this scheme by Ineos Evrope Limited and Ineos
Manufacturing Scotland Lrmited The assets of the scheme are held separately from those of the company

Pension scheme assets are measured using market values Pension scheme hiabilities are measured using a
projected umt method and discounted at the current rate of return on a high quality corporate bond of
equivalent term and currency to the habihity

We are unable to sphit the assets and liabilities of the scheme between the respective companies and therefore
the penston scheme surplus (to the extent that 1t 1s recoverable) or deficit 1s recogmised in full 1n the accounts of
Ineos Manufacturing Scotland Limited The contributions paid by Ineos Europe Limited have been recognised
n these financial statements as defined contribution

Deferred tax
Deferred tax 1s recogmsed 1n respect of all timing differences that have originated but not reversed at the

balance sheet date where transactions that result i an obligation to pay more tax 1n the future or a right to pay
less tax 1n the future have occurred at the balance sheet date  An asset 1s not recogmised to the extent that the
transfer of economic benefits in the future 15 uncertain  Deferred tax 1s measured at the average tax rates that
are expected to apply in the periods in which the timing differences are expected to reverse, based on tax rates
and laws that have been enacted by the balance sheet date  Deferred tax assets and habilities which have been
recognised have not been discounted




Ineos Europe Limited (formerly Innovene Europe Limited)

Notes to the financial statements for the year ended 31 December

2006

1 Reporting currency

The financial statements are expressed 1n euros as the company and the group primarily generate income, incur

expenditure and have the majonty of therr assets and habilities denominated 1n euros

The exchange rate as at 31 December 2006 was €1 49098/£1 (2005 €1 457100/£1)

2 Turnover

The turnover attributable to each different class of business 15 as follows

Year ended 31 December 2006

Period ended 31 December 2005

Total sales Inter-segment Sales to third Total sales Inter-segment  Sales to third

sales parties sales parties

By business area €'000 €000 €000 €000 € 000 €000

Refining 10,038 792 (1.421,354) 8,617.438 6,440,278 (1,039,279) 5,400,999

Petrochemicals 8,042,174 {238,660} 7,803,514 7,921,762 (180,351) 7,741 411

Total 18 080 966 (1 660 014) 16 420,952 14,362,040 (1,219,630) 13,142,410
An analysis of turnover by geographic segment 15 as follows

Year ended 31 December 2006 Period ended 31 December 2005

Total sales Inter-segment Sales to third Total sales Inter-segment  Sales to third

sales parties sales parties

By geographical area €000 €000 €000 €000 €000 €000

UK 6006 573 (991 352) 5,015,221 4,918,833 (695,061) 4223772

Rest of Europe 10,843 907 (668,662) 10 175 245 8,479 260 (524,569) 7954 691

The Americas 190 994 190 994 148,546 - 148,546

Rest of World 1,039,492 1,039 462 81540t - 815,401

Total 18,080,966 (1,660,014) 16,420,952 14,362,040 (1,219 630) 13,142,410
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3  Operating (loss)/profit

Thas 1s stated after charging/(crediting)

Year ended Penod ended

31 December 31 December

2000 2005

€000 €000

Hire charges under operating leases — plant & machinery 2,830 2,393
Exchange loss on foreign currency 11,138 36,331
Depreciation of owned tangible fixed assets 2,947 578
Amortisation of intangible assets 20,595 16,747
Lass on disposal of intangibles 11,050 -
Royalty and sundry income (45,367) (47,401)

Auditors’ remuneration

- Audit fees 329 1,013
- Other services relating to taxation 1,024 -

The exceptional administrative expenses of €127,495,000 relates to €34,080,000 of costs for restructuring the
business, €86,915,000 in relation to the impairment of a prepayment in recognition of a shorter hife assigned to
the term of the contract and €6,500,000 1n relation to a contribution towards the commitments of an aborted

partnership

4 Interest receivable and similar income

Year ended Penod ended

31 December 31 December

2006 2005

€000 €000

Interest income from parent undertaking 36,982 15,270
Other finance income 30 32
37,012 15,302
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5 Interest payable and similar charges

Year ended Period ended
31 December 31 December
2006 2005
€000 €000
Interest payable on loans from parent 135,008 25,841
Other finance charges 95 166
135,103 26,007
6 Exceptional items
Exceptional tems are comprised of the following
Year ended Period ended
31 December 31 December
2006 2005
€000 €000
Profit on sale of the Ethylene Oxide Business at Dormagen, Germany - 1,990
Release of excess provision acquired from BP plc on reorgamisation of
0&D Business . 15,494
- 17,484
7  Taxation on (loss)/profit on ordinary activities
(a) Tax on (loss)/profit on ordinary activities
The tax credit/(charge) 1s made up as follows
Year ended Period ended
31 December 31 December
2006 2005
€000 €000
Current tax for the year
Group rehief payable to group company at 30%
- Current year 47,314 (36,506)
- Adjustment 1n respect of previous periods 1,302 -
Total current tax 48,616 (36,506)
Deferred tax for the year
Ongination and reversal of ttiming differences (note 17) 18,512 1,832
Total deferred tax 18,512 1,832
Tax on (loss)/profit on ordinary activities 67,128 (34,674)

13
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7  Taxation (continued)

(b}  Tax reconcihation

The following table provides a reconcihiation of the UK statutory corporation tax rate to the effective current

tax rate on profit before taxation

The tax for the year 1s lower (2005 higher) than the standard rate of corporation tax in the UK of 30% (2005

30%) The differences are explained below

Year ended Period ended
31 December 31 December
2006 2005
€000 €000
(Loss)/profit before taxation (237,124) 112,090
Current taxation at 30% 71,137 (33,627}
Gross up of foreign dividend - (142)
Rehef for overseas taxation - 406
Expenses not deductible for tax (8,609) (1,311)
Accelerated capital allowances and other iming differences (15,214) (1,832)
Adjustments i respect of previous period 1,302 -
Tax credit/(charge) for current year 48,616 {36,506)
There are no factors expected to significantly affect the tax charge in future periods
8 Directors and employees
(a) Remuneration of directors
2006 2003
€000 €°000
Directors’ emoluments
Aggregate emoluments 582 198

In addition to the emoluments listed above,

(2005 ml)

one director (2005 mil) recerved an ex-gratia payment of €327,000




Ineos Europe Limited (formerly Innovene Europe Limited)

8 Directors and employees (continued)

2006 2005
€000 €000

Highest paid directer
Aggregate emoluments 582 188

In addition to the emoluments listed above, the highest paid director received an ex-gratia payment of

€327,000 (2005 nil)

One director had benefits accruing under a defined benefit pension scheme (2005 2)

No other directors recerved any fees or remuneration for services as a director of the company during the

financial year

(b) Employee costs

The aggregate payroll costs of persons employed by the company (including directors) during the year, was

2006 2005
By activity €000 €000
Wages and salaries 47,286 35,632
Social security costs 4.870 3,755
Pension costs {(note 24) 8,308 8,400
60,464 47,787

(c) Average monthly number of employees (including directors) during the year
Year ended 31 Period ended
December 31 December
2006 2005
Distribution 38 47
Sales & marketing 142 227
Administration 193 153
Technology 9 41
382 468
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9 Intangible assets

Goodwill Intangibles Total
€000 €000 €000

Cost
At | January 2006 282,793 10,381 293,174
Disposals (3,113) (10,381) (13,494)
At 31 December 2006 279,680 - 279,680
Amortisation
At ! january 2006 (13,790) (2,327) (16,117}
Charge for the year (20,595) - (20,595}
Disposals 117 2,327 2,444
At 31 December 2006 (34,268) - (34,268)
Net book amount
At 31 December 2006 245,412 - 245,412
At 1 January 2006 269,003 8,054 277,057

Goodwill 1s being amortised on a straight-line basis over fifteen years This 1s the pertod over which the
directors estimate the that values of the underlying businesses are expected to exceed the values of the
underlying assets

Goodwill disposed of 1n the year relates to goodwill for a former joint venture with BP Sclvay that has ended

Other intangible assets disposed of in the year relate to computer systems that are no longer in use
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10 Tangible assets

Plant & Fixtures &
machinery fittings Total
€'000 €000 €000

Costs
At} January 20006 - 7,734 7,734
Additions 16,680 3,504 20,184
At 31 December 2006 16,680 11,238 27,918
Accumulated depreciation
At 1 January 2006 - {578) (578)
Charge for the year - (2,947) (2,947)
At 31 December 2006 - (3,525) (3,525)
Net book amount
At 31 December 2006 16,680 7,713 24,393

At ] January 2006 - 7,156 7,156
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11 Investments

The company has investments in the following undertakings split as follows

Shares Loans Total
€000 €000 €'000
Cost
At 1 January 2006 ] 550,000 550,001
Additions - 550,000 550,000
Disposals - {550,000) (550,000}
At 31 December 2006 1 550,000 550,001
Net book amount
At 31 December 2006 1 550,000 550,001
At ] January 2006 1 550,000 550,001

During the year the loan to Ineos Manufacturing Deutschland GmbH was transferred Ineos Deutschland
GmbH This lean was subsequently assigned from Incos Europe Limited to Incos Phenol Limited and replaced
by a loan from Ineos Europe Limited to Ineos Phenol Limited

The investments in the undertakings of the company at 31 December 2006 and the percentage of equity capital
held are set out below The principal country of operation 1s generally indicated by the company's country of
incotparation or by 1ts name

Undertaking % Country of incorporation Principal activity
Ineos Sales Belgium NV 1 Belgium Dustributor
Ineos Services Belgium NV ] Belgium Research & Technology

The remaining shareholdings in the above compantes are held by Ineos European Holdings Limited
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12 Stocks
2006 2008
€000 €000
Raw materials and consumables 347,897 470,520
Work 1n progress 11,904 11,334
Fmished goods and goods for resale 672,537 836,946
Plant spares and stores 3,789 4,414
1,036,127 1,323,214

The difference between the carrying value of stocks and their replacement cost 1s not material

13 Debtors — amounts falling due within one year

2006 2005

€000 €000

Trade debtors 400,348 1,548,781
Amounts owed by group undertakings 68,533 803,705
Amounts owed by jomnt ventures 5,612 47,926
Prepayments and accrued income 9,400 3,927
Other taxes recoverable 365,252 146,717
Deferred tax (note 17) 20,344 1,832
Other debtors 69,589 27,146
939,078 2,580,034

14 Debtors —- amounts falling due after more than one year

2006 2005

€000 €000

Trade debtors 1,760 1,082
Amounts owed by group undertakings 434,161 -
Prepayments and accrued income - 86,678

435,921 87,760
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15 Creditors — amounts falling due within one year

2006 2005
€000 €000
Trade creditors 886,616 1,201,600
Amounts owed to group undertakings 1,854,026 3,312,760
Amounts owed to Jjoint ventures 14,387 20,402
Other taxes payable 494,072 89,841
Accruals and deferred income 89,665 88,494
Other creditors 49,999 7,739
3,388,765 4,720,836
16 Creditors — amounts falling due after more than one year
2006 2005
€000 €000
Accruals and deferred income 6,989 7,670
17 Deferred tax
2006
€000
At 1 January 2006 1,832
Credit to the profit and loss account 18,512
At 31 December 2006 20,344
The elements of the deferred tax asset which has been fully provided are as follows
2006 2005
€000 €000
Deferred tax asset on short term timing differences 16,229 1,899
Deferred tax asset/(hiability) on accelerated capital allowances 4,115 (67)
20,344 1,832

20
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18 Called up equity share capital

2006 2005

€000 €000
Authonsed
5,000,000,000 ordinary shares of £1 each 7,237,323 7,237,323
Allotted, and fully paxd
| ordinary share of £] each - -

19 Reserves
Profit and

loss account

€000
At 1 January 2006 115,796
Currency translation differences (101,377)
Loss for the financial year (169,996)
At 31 December 2006 (155,577)

20 Reconciliation of the movement in equity shareholders’ (deficit)/funds

20006 2005

€000 €000
{Loss)/profit for the financial year (169,996) 77,416
Currency translation differences (101,377) 38,380
Net (reduction)/addition to equity shareholders’ funds (271,373) 115,796
Opening equity shareholders’ funds 115,796 -
Closing equity shareholders’ (deficit)/funds (155,577) 115,796
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21 Operating lease commitments

At 31 December 2006, the company had annual commitments under non-cancellable operating leases relating
to land and buildings as set out below

2006 2005
£000 £000
Plant and equipment
Expiring*
Within | year 457 1,823
Between 2 to 5 years - 550
457 2,373
Land and bwldings
Expiring-
More than 5 years 3,006 2,938

22 Contingent liabilities

The company 1s party to a Semor Facilities Agreement dated 14 December 2005 (as amended) The Senior
Facilities Agreement comprises of term loans (Term Loan A, Term Loan B, Term Loan C and Term Loan D),
and a Revolving Credit Facihity The total outstanding indebtedness under the Senior Facihties Agreement at
31 December 2006 was €5,440 5 million (2005 €5,860 9 million) The company 1s a guarantor under the
Semor Facilities Agreement These obligations are secured by fixed and floating charges over the assets of the
company

The company 1s party 1o a Senior Notes Indenture dated 7 February 2006 (as amended) The Senior Notes
comprise the €1,630 million 7 875% Senior Notes due 2016 and the $700 mullion 8 5% Senior Notes due 2016
The total cutstanding indebtedness under the Senior Notes at 31 December 2006 was €2,162 4 million The
company 1s a guarantor under the Semior Notes Indenture These guarantees are on a unsecured senior
subordinated basis
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23 Related party transactions

The company has taken advantage of the exemption contained within Financial Reporting Standard No 8
“Related Party Disclosures”, and has not disclosed transactions with group companies

During the year the company has made payments to several related joint ventures to aid and support the
manufacture of goods at manufacturing locations m France A summary of the payments in the year, and the
related balances outstanding at 31 December 1s shown 1n the table below

Total payments in the Balances cutstanding i

year creditors at 31 December

2006 2005 2006 2003

£7000 £000 £000 £000

Oxochimie SAS 6,738 11,547 2,181 327
Naphtachimie SA 33,071 58,538 7,730 6,156
Appryl SNC 11,848 16,943 1,133 1

24 Pensions

The company was a participating employer 1n the BP Group's principal UK pension plan until 30 June 2006
The BP Pension Fund 1s operated 1n a way that does not allow the individual participating employing
companies in the Pension Fund to 1dentfy their share of the underlying assets and habilwes of the fund on a
consistent and reasonable basis  Therefore the Company’s pension contributions have been accounted for as
an expense as 1f they were contributions to a defined contribution scheme and no further FRS 17 disclosures
have been made n these financial statements with regards to The BP Pension Fund

On 1 July 2006, a defined benefit pension scheme was set up for UK former Innovene employees This
scheme covers employees of both Ineos Europe Limited and Ineos Manufacturing Scotland Limited The
scheme (s managed by Trustees, who are directors of [nnovene Trustee Limited which has a trust deed in
favour of Inecs Europe Limited The full scheme has been included in the accounts of Ineos Manufacturing
Scotland Limited as we are unable to spht the assets and Labilities of the scheme by company The majonty of
the employees who are partictpants in the pension scheme are employees of [neos Manufacturing Scotland
Limited Therefore the Company’s pension contributions have been accounted for as an expense as if they
were contnibutions to a defined contribution scheme and no further FRS 17 disclosures have been made in
these financial statements with regards to the UK former Innovene pension fund

The most recent actuarial valuation for the UK former Innovene pension fund was 31 December 2006
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25 Ultimate parent undertaking

The directors regard Ineos European Holdings Limited, a company mcorporated in the Umted Kingdom, to be
the immediate parent undertaking of the company

The directors regard Ineos Group Limuted, a company incorporated in the United Kingdom, to be the ultimate
parent undertaking of the company

Ineos Group Limited 1s the parent undertaking of the largest group of undertakings to consohidate these
financial statements at 31 December 2006 The consohdated financial statements of Ineos Group Limited can

be obtained from Hawkslease, Chapel Lane, Lyndhurst, Hampshire, SO43 7FG

The ultimate controlling party 1s Mr J A Ratchiffe, director and majonity shareholder of the ultimate parent
company
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