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the genesis of the global chemical enterprise re e

known foday as Huntsman Corporation.

POSITIONED FOR GROWTH

Huntsman is a global manufacturer and marketer of differentiated and
inorganic chemical products that improve the quality of life for people
around the world. Following more than 30 acquisitions since 1970
Huntsman has approximately 11,000 employees in multiple locations
worldwide. Huntsman has global leadership positions in many of its key
product lines and with a number of innovative products in its product
offering is well positioned to capture future opportunity and growth.
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A Letter to Our Stockholders

Dear Fellow Stockholders,

Despite the prevailing headwind of economic uncerfainties we
faced this past year, 2009 was a very good vyear for Huntsman Net Debt ‘
Corporation. Specifically, our earnings improved and our balance [esliersitin il
sheet strengthened.
. ) . . $3,500

While we experienced a decrease in underlying demand -
for many of our products as a result of the worldwide economic 3,000
recession, we acted quickly and put in place a plan to control our S oo
costs; we temporarily idled and permanently closed less efficient ’ ]
capacity and reduced our workforce by nearly 10%. These actfions 2,000
combined to save over $150 million in costs. .

We also aggressively managed our working capital invest ’
ment, reducing inventories by approximately 20%. These efforts 1,000
generated nearly $500 million in working capital improvements. o0

In 2009, we complefed successful setilement negotiations
with Credit Suisse and Deutsche Bank over the dispute of their o B
roles in the failed merger with Hexion Specialty Chemicals, Inc. o7 08 09

Through this sefflement, along with a 2008 setflement with Apollo
Management, L.P, we collected over $2.7 billion in cash and
ofher sefflement payments. With these fime consuming and expen-
sive legal battles behind us, we have been focused on managing
our business.

We substantially reduced our net debt position, focusing our
debt prepayments on loans with the highest interest rafes and
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nearest maturifies. Our net debt position decreased approximately $800 million in 2009. In
fact, our net debt position decreased more than 50% since 2004. At the end of 2009 we
had approximately $2.5 billion of liquidity on hand which is more than adequate to provide
future operating flexibility and strategic growth for our company.

Despite turmoil in market demand resulting from the economic downtumn, we were able to
maintain constant contribution margins on a per unit basis during 2009. This is a crifical metric
for us as we consider the underlying health of our business. With the new capacity we have
added in recent years, | believe that when demand refurns to pre-recession levels, we will
return fo normalized earnings in excess of $1 billion per year.

Our profitable results in 2009 clearly demonstrate
that our business model works. Looking forward,
[ expect our current business portfolio to grow at
a rate in excess of global GDP growth.

The decisions over the past several years o exit our commodities businesses have proven
very beneficial during these volatile economic conditions. Our business is less dependent on ’B_Q
fluctuating crude-cil based raw materials and more leveraged to products where we can capi-
talize on our technological innovations, global marketing and low cost of manufacturing.
We continue to expand our business internationally. In the last decade we have grown
our business in the vital Asia Pacific region from less than 5% to over 20%. With balanced Peter R. Huntsman
revenue exposure in North America and Europe—each of which represent approximately one President, Chief Executive Officer
third of our business—we have an attractive footprint that makes us an essential chemical
provider to industries around the globe.
Much of our recent emphasis on future growth has been strategically focused on infernal
opportunities. We have completed a number of multi-year investments in manufacturing effi-
ciency and capacity, including: expansion of our low cost fitanium dioxide manufacturing
facility in Greatham, UK; construction of a new maleic anhydride facility in Geismar, Louisiang;
and construction of a new ethyleneamines facility in Jubail, Saudi Arabia with our joint venture
partner the Zamil Group. We have also concentrated a large amount of time and energy in
the development of products. We have a number of innovative products in our pipeline that |
believe will provide long term benefits. In 2009 alone we were granted over 300 patents to
profect our most recent innovations.
| believe that now more than ever, Huntsman is in a unique position to provide solutions
fo many of the energy and environmental concerns in the global markets. Our products will
help construct the next generation of aerospace technology, more efficient wind generated
power and better energy saving building materials. Huntsman's technology will replace oil
based raw materials and provide solutions fo both save and clean water resources, especially
in developing markes.
Over the past four quarters, we have increased our eamings as demand for our products
and the end markets that we serve continue to improve. We exited 2009 a much stronger
company than a year earlier. Our balance sheet is stronger, our geographic exposure is more
balanced, our product pipeline is more robust, and our cost structure is more competitive.
We have successfully met the challenges of 2009 and are now well positioned for future
growth that will increase long term stockholder value.

March 15, 2010
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Special Note to Stockholders

The year 2010 marks a significant milestone in our
business. In 1970, | risked everything | owned to
begin a small polystyrene container manufacturing
company in Southern California. This fledgling
company, known as Huntsman Container Corpo-
ration, began its continuous pursuit of excellence
in manufacturing. The evolution of this forty-year
journey is now known as Huntsman Corporation—
one of the largest and most prominent chemical

manufacturing companies in the world.

We truly are a diversified global company. More than two-thirds of our 2009

revenues were generated outside of North America, while more than 80% of our
associates live and work outside of the United States. With almost a quarter of our
worldwide revenues now originafing from Asia, our company will confinue to make
Jon M. Huntsman strategic decisions that will insure remarkable and steady growth globally.
Executive Chairman and Founder In 2009, we successfully maintained a strong liquidity position through careful
management of our resources and successful seftlements of legal disputes from a
failed merger. We also reduced net debt by nearly 25% from the prior year and
were able fo continue our regular quarterly cash dividend to stockholders. VWe are
pleased that our dividend payment has never been reduced since ifs inception.

| continue 1o be impressed with the strategic oversight of our Board of Directors.
Collectively, they represent an extraordinary breadth of professional knowledge
and life experience. | am also proud and respeciful of our energefic and falented
management team, each of whom possesses many years of professional experi-
ence within the chemical industry. Peter Hunfsman is a most accomplished and
gifted CEO.

Notwithstanding major economic headwinds, our business prospered in virtu-
ally every area. Our future has never looked more promising, and our corporate
enthusiasm has never been greater.

| am confident we will confinue to experience improved financial performance
and enhanced stockholder value as we aggressively execute our strafegic vision in

2010 and beyond.

March 15, 2010
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FORTY YEARS OF BUSINESS

From the Beginning: the origins of our business date back fo this early photo of the Huntsman
family and their venture info polystyrene packaging. This historical photo includes our current
President and CEO Peter Huntsman (far left), our Executive Chairman and Founder Jon Huntsman

[back row) and the current U.S. ambassador to China Jon Huntsman Jr. (far right].
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Forty Years of Business: throughout our rise to prominence in the global chemical indusiry, we have
kept firmly in place the core values upon which our company was founded. We are committed to enriching
lives through the innovation that results from employing highly skilled and talented people to develop and

manufacture the highest quality products that help make life better for consumers in a multitude of ways.

Huntsman Corporation Today: Our operating companies produce 33 billion pounds of products for a
variety of Huntsman has apy /11, mployees in more than 75 locations

ide. In 2009 the company had revenues of $8 billion in approximately 150 countries.

Huntsman Corporation 5.



OUR PRODUCTS
ARE DIRECTLY

“FFECTING ENERGY

Huntsman has a proven record of scientific and technological innovation (we have nearly 5,000 patents,
granted and pending) and is recognized as a trusted partner and supplier of key products to essential industries
throughout the world. Our products such as curing agents and epoxies are a vital component in creating large

wind mill blades. There are a number of innovative products in our current portfolio and in development that

address energy concerns.

6. Huntsman Corporation




HUNTSMAN OPERATES IN FIVE DIVISIONS:

Polyurethanes, Advanced Materials, Textile Effects, Performance Products and Pigments.

Huntsman Corporation 7.



Huntsman serves a variety of end markets and
essentlal lndustrles. We believe our business will grow at rates in excess of GDP growth.
Over the past few years we have exited our chemical commodities businesses and expanded our international
footprint. Supported by our strong balance sheet we're technologically and geographically ready to take advan-
tage of opportunity.
. %, % .
¢ POSITIONED FOR GROWTH ¢ <
* * o *
V 4 The Polyurethanes division serves over 3,000 customers in over 90 countries.
AN L 8 We ha\{e world sca|§ MDI production facilities in the U.?., the .I\.l.erherlar.\ds
“ and China and 13 highly capable downstream formulation facilities, which
are located close to our customers, worldwide.
Huntsman Performance Products manufactures and markets more than 2,000
AN products for supply in a growing number of nllche |n<.:J}J.str|q| end—uﬁes. We
operate 16 Performance Products manufacturing facilities worldwide and
license a wide range of chemical manufacturing technologies globally.
Our Advanced Materials division is a leading global manufacturer and mar-
S keter of technologically advanced epoxy, acrylic and polyurethane-based
’J‘:“" olymer products. We focus on developing products and solutions to solve
ADVANCED MATERIALS ""5! polymer p : ping p :
- new challenges, such as the global demand for alternative energy. Our
a breakthrough science and innovation is globally recognized and will grow
our business in all regions.
t"“r'{ Our Textile Effects division is the leading global provider for textile chemi-
T r— ' cals .cmd dyes. Our textile solutions enh(?m.ce the cc?lor of f{nlshed textiles,
and improve such performance characteristics as wrinkle resistance and the
ability to repel water and stains.
_}'\-- ) We are a global leader in the manufacture and marketing of titanium
\ dioxide, which is a white pigment used to impart whiteness, brightness
PIGMENTS } , : _ g :
) Y and opacity to products such as paints, plastics, paper, printing, inks, fibers
— (5 and ceramics.

8. Huntsman Corporation
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Huntsman Polyurethanes is a global leader
in providing MDI-based polyurethanes
solutions across an extensive range of
applications and market sectors. righ performance er

mal insulation, comfort, adhesion and profective coatings are just some of the key benefits that
our products deliver.

Our insulation products conserve energy in residential and commercial properties, and play
a critical role in the food supply chain—keeping products at the right temperature in refrigerated

vehicles, chiller cabinets and refrigerators. We provide comfort in automotive seafing, furniture

and bedding, and footwear soling. Our adhesive products, coatings and elastomers are used
extensively throughout consumer and industrial applications.

In fact, the range of polyurethanes applications is constantly growing and we aim fo
drive this growth in parinership with customers through our innovation, responsiveness and

commitment.

GREEN GROW'TH: MDIbased polyurethane is used to produce the most effective
energy saving insulation available in the market. For every barrel of oil we consume making
PU insulafion, on average we save more than 100 barrels over the lifefime of the building

being insulated.

Huntsman Corporation 9.
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Performance Products is a global producer

of chemical intermediates primarily based on amines, carbonates, surfactants and maleic anhy-
dride, whose effects provide competitive advantages for our customers.

Amines are prominent in epoxy curing, fuel and lube additives and construction. Carbonates
are used in leading-edge technologies such as lithium ion batteries and electronics. Surfactants
are used in cleaning and personal care products, the oil industry and agriculture. Maleic
anhydride’s main use is in unsaturated polyester resin for housing, automotive and the marine
industry.

Customer intimacy is critical as we partner with them to develop effective solutions. We
expect significant growth to come from new markets in electronics, enhanced oil recovery and
low-temperature defergents. The division's confinued geographic expansion, especially in the

Middle East and Asia-Pacific regions, will further fuel its growth opportunities.

GREEN GROW TH: Performance Products is an innovation leader in sustainability. Its
products are currently used in renewable energy applications such as solar and wind energy
and in lithium ion batteries. Recently-commercialized bio-based products include surfactants
made from bio-diesel, polyols for urethane foam made from soybean oil and a specialty

solvent made from glycerol.

10.
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Advanced Materials

Within our Advanced Materials division
we have enjoyed a long heritage of pioneer-
ing teChnOIOgical excellence. We are passionate about

developing and providing innovative solutions to thousands of customers worldwide. Our break-
through science and innovation is globally recognized and provides stimulus for our global

growth. We are committed o developing new chemistry and materials in response to our cus-

fomer’s needs. Our objective is fo mafch technological challenges and enable our customers o
_— grow their businesses; our 2,000 employees at 13 locations worldwide are dedicated to deliver-

ing this promise daily.

GREEN GROWTH: We enable customers to be active in green technologies / )

and infroduce new eco-friendly processes as well as alternative materials to help reduce

carbon foofprint and preserve resources. We manufacture a moisture barrier essential for e !
OLED lighting. A

Huntsman Corporation 11.



Textile Effects

Huntsman Textile Effects is the leading
global provider of high-quality dyes and
chemicals to the textile and related indus-

Tr1€es. ou textile competence is dedicated fowards researching and developing excellent
solutions fo create innovative products and fechnologies with intelligent effects for a more sustain-
able planet. With operations in 110 countries and 12 manufacturing facilities worldwide, our
thousands of customers around the world are assured of fast and expert technical service with

added cost advantages.

f
- g ’ GREEN GROWTH: Our gentle power bleach™ product helps customers reduce water and energy up to

4 A i 40% in the bleaching process. It also gives a gentle soft fabric feel and makes colors more vivid.

12. Huntsman Corporation
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We specialize in producing a range of
world class titanium dioxide (TiO,) pig-
ments used primarily to whiten, brighten
and protect coatings and plastics. v e conialy

engaged with our customers fo develop pigment innovations fo meet challenging market needs,

fo increase customer value, and to help contribute o a sustainable future. We produce TiO;
products specifically designed for waterbased paints, and award winning pigments that help

customers reduce energy consumption and increase processing efficiency.

GREEN GROWTH: We are developing new technology designed to reflect heat in

plastics and coatings that will keep surfaces cooler and reduce energy consumption.

Huntsman Corporation 13.
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Strength in Management

Senior Management

Jon M. Huntsman
Executive Chairman of the Board and Director

50 years indusiry experience

Peter R. Huntsman
President, Chief Executive Officer and Director

26 years industry experience

J. Kimo Esplin

Executive Vice President and Chief Financial Officer

16 years industry experience

James R. Moore
Executive Vice President, General Counsel and Secretary

40 years industry experience

Daniele Ferrari
Division President, Performance Products

22 years indusiry experience

Andre Genton
Division President, Advanced Materials

26 years industry experience

Anthony P. Hankins
Division President, Polyurethanes

30 years indusfry experience

Huntsman Corporation

Paul G. Hulme

Division President, Textile Effects

25 years industry experience

Simon Turner
Division President, Pigments

24 years indusiry experience

Ronald W. Gerrard
Senior Vice President, Environmental, Health & Safety
and Manufacturing Excellence

30 years industry experience

Brian V. Ridd

Senior Vice President, Purchasing

26 years industry experience

R. Wade Rogers

Senior Vice President, Global Human Resources

21 years indusfry experience

Russ R. Stolle
Senior Vice President and Deputy General Counsel

21 years indusfry experience

L. Russell Healy
Vice President and Controller

18 years industry experience



Board of Directors

Jon M. Huntsman®
Executive Chairman of the Board and Director

Peter R. Huntsman
President, Chief Executive Officer and Director

Nolan D. Archibald®?

Chairman of the Compensation Committee and Director
Chairman, President and Chief Executive Officer of

The Black & Decker Corporation

M. Anthony Burns
Director nominee
Chairman Emeritus of Ryder System, Inc.

Marsha J. Evanst

Director

Rear Admiral, U.S. Navy [refired] and former President and
Chief Executive Officer of the American Red Cross

Patrick Harker
Director
President of the University of Delaware

H. William Lichtenberger!'4
Vice Chairman of the Board, Chairman of the Nominating
and Corporate Governance Committee and lead Director

Former Chairman and Chief Executive Officer of Praxair, Inc.

Richard Michaelson('4
Chairman of the Audit Committee and Director
Chief Financial Officer of life Sciences Research Inc.

Wayne A. Reaud??!
Chairman of the litigation Committee and Director
Trial lawyer and Founder of Reaud, Morgan & Quinn

Alvin V. Shoemaker!?
Director
Private Investor and Former Chairman of First Boston, Inc.

Board Committees:

(1) Audit

(2) Compensation

(3) Litigation Committee

(4) Nominating and Corporate Governance

Huntsman Corporation
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Environment, Health and Safety

At Huntsman, we know that environment, health and safety (EHS) excellence is not something o achieve once, it is some-
thing to work for each and every day. We believe our longterm financial success is largely dependent upon how we
develop our employees, protect and contribute fo the sociefies in which we operate and care for the environment. Our
corporate sustainability is inexiricably linked o our EHS stewardship. We have long ascribed to the belief that ethical and
moral standards are the foundation of good business policies and we have always operated with integrity—economic

growth being inseparable from environmental protection and social responsibility.

Environment

Huntsman continues a 5-year frend of reducing our absolute emissions of greenhouse gases (GHGs). Our 2008 tofal
GHG emissions are the lowest levels we've recorded—a positive reinforcement that the efforts we are making across all our
businesses to confrol GHG emissions are showing results.! Put info perspective, Huntsman's global 2008 annual GHG
emissions of 3.5 million metric tons CO; is the equivalent of less than one typical coal fired U.S. power plant.? Likewise,
the 20 percent reduction in GHG emissions that we recorded between 2007 and 2008 can be favorably compared to
annual GHG savings associated with refiring 160,000 passenger cars from U.S. highways.?

Health and Safety
For the fourth consecutive year, Huntsman set a new company record for our already exceptional safety program. In 2009,
our U.S. Occupational Safety and Health Administration (OSHA) Recordable Rate for injuries and illnesses was five times

lower than the U.S. Chemical Indusiry as a whole.®

Total Greenhouse Gas Emissions Employee & Contractor Injuries & llinesses
(million metric tons CO.e) OSHA Recordable Rate
Chemical Industry Average 2008=2.7

10 1.2

1.0
0.8
0.
0.
I :
0 0.0
‘04 05 ‘06 07 08 ‘04 05 ‘06 07 ‘08 ‘09

(1) Huntsman collects and reports direct and indirect greenhouse gas emissions in standard units of million metric tons of carbon dioxide equivalents (MMT CO:) consistent with the
guiding principles of the WRI/WBCSD Greenhouse Gas Protocol.

(2) Source: U.S. EPA, Greenhouse Gas Equivalencies Calculator

(3) U.S. Bureau of labor Statistics
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Financial Performance

Year Ended December 31,

In millions 2009 2008 2007
Revenues $7,763 $10,215 $9,651
Gross profit $1,068 $ 1,264 $1,540
Interest expense, net $ 238 § 263 $ 286
Net income (loss)" $ 112 § 610 $ (187)
Adjusted net (loss) income® $ (323) $ 57) $ 271
Adjusied EBITDAR $ 511 $ 643 § 926
Capital expenditures $ 189 § 418 § 665
December 31,
2009 2008 2007

Total assets $8,626 $ 8,058 $8,166
Net debt $2,462 $ 3,220 $3,415

Revenues Adjusted EBITDA

(dollars in billions) (dollars in millions)

$12 $1,000

10 800

600

400

200

0 0
‘07 ‘08 ‘09

‘07 ‘08 ‘09

[ee)

(0

~

N

Revenues by Division®® Adjusted EBITDA by Division®!

38% Polyurethanes ,——— 56% Polyurethanes

———— 27% Performance Products ——— 38% Performance Products

14% Advanced Materials
10% Advanced Materials
4% Pigments

(8%) Textile Effects

\ 12% Pigments
9% Textile Effects

(1) Net income (loss) includes $210 million expense, $575 million income and $526 million income for 2007 through 2009, respectively,
associated with the terminated merger omfreloted litigation.

(2) For a reconciliation of Adjusted net (loss) income to Net income (loss), see page 131.

(3] For a reconciliation of Adjusted EBITDA to Net income (loss), see page 131.

(4) Net debt calculated as Total debt excluding affiliates less cash.

(5) Excludes Corporate and Other.
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DEFINITIONS

Each capitalized term used without definition in this report has the meaning specified in the
Annual Report on Form 10-K for the year ended December 31, 2009, which was filed with the
Securities and Exchange Commission on February 19, 2010.

SELECTED FINANCIAL DATA

The selected historical financial data set forth below presents our historical financial data and the
historical financial data of our predecessor Huntsman Holdings, LLC as of and for the dates and
periods indicated. You should read the selected financial data in conjunction with “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” and our consolidated
financial statements and accompanying notes.

Year ended December 31,
2009 2008 2007 2006 2005

(in millions, except per share amounts)

Statements of Operations Data:

REVENUES . . .ottt $7,763  $10,215 $9,651 $8,731 $8,446
Gross profit . ..... ... 1,068 1,264 1,540 1,422 1,413
Restructuring, impairment and plant closing costs . . . . .. 152 36 42 15 107
Operating (loss) income .. ...................... (71) 165 537 645 554
Income (expenses) associated with the Terminated

Merger and related litigation(a) ................. 835 780 (210) — —
Income (loss) from continuing operations . ... ........ 115 479 43 310 (129)
(Loss) income from discontinued operations, net of

tax(b) ... ) 117 (217)  (133) 124
Extraordinary gain (loss) on the acquisition of a business,

netof taxof nil(c) . ......... . ... ... 6 14 (7) 56 —
Cumulative effect of changes in accounting principle, net

of tax(d) ... oo — — — — (28)
Net income (10SS) ... .o ov vt 112 610 (181) 233 (33)
Net income (loss) attributable to Huntsman Corporation . 114 609 (172) 230 (35)

Basic income (loss) per common share(e):
Income (loss) from continuing operations attributable to

Huntsman Corporation common stockholders . ... ... $ 050 $ 2.06 $023 $ 139 $(0.79)
(Loss) income from discontinued operations attributable

to Huntsman Corporation common stockholders, net of

tax(b) ... (0.04) 0.50  (0.98) (0.60)  0.57
Extraordinary gain (loss) on the acquisition of a business

attributable to Huntsman Corporation common

stockholders, net of tax(c) ..................... 0.03 0.06  (0.03) 0.25 —
Cumulative effect of changes in accounting principle

attributable to Huntsman Corporation common

stockholders, net of tax(d) ..................... — — — —  (0.13)
Net income (loss) attributable to Huntsman Corporation
common stockholders. . . ......... ... ... ... ... $049 $ 2.62 $(0.78) $ 1.04 $(0.35)




Year ended December 31,

2009 2008 2007 2006 200,

5

(in millions, except per share amounts)

Diluted income (loss) per common share(e):
Income (loss) from continuing operations attributable to

Huntsman Corporation common stockholders . . ... .. $049 $ 204 $ 022 $ 132 $(0.
(Loss) income from discontinued operations attributable

to Huntsman Corporation common stockholders, net of

tax(b) ... (0.04) 050  (093) (0.57) 0.
Extraordinary gain (loss) on the acquisition of a business

attributable to Huntsman Corporation common

stockholders, net of tax(c) ..................... 0.03 0.06  (0.03) 0.24
Cumulative effect of changes in accounting principle

attributable to Huntsman Corporation common

79)

57

stockholders, net of tax(d) ..................... — — — —  (0.13)
Net income (loss) attributable to Huntsman Corporation

common stockholders. . . ...................... $048 $ 260 $(0.74) $ 099 $(0.35)
Other Data:
Depreciation and amortization . . . ... .............. $ 442 § 398 $ 413 § 465 § 501
Capital expenditures . ................ ... ....... 189 418 665 550 339
Dividends per share . ............. ... ... ..... 0.40 0.40 0.40 — —
Balance Sheet Data (at period end):
Total assets . . ........ . i $8,626 § 8,058 $8,166 $8,445 $8,871
Totaldebt........ ... ... ... .. 4,217 3,888 3,574 3,645 4,458
Total liabilities ... ........ ... ... ... ... ... ... 6,761 6,426 6,313 6,679 7,330

(a) For information regarding income (expenses) associated with the Terminated Merger and related
litigation, see “Note 26. Income (Expenses) Associated with the Terminated Merger and Related
Litigation” to our consolidated financial statements.

(b) (Loss) income from discontinued operations represents the operating results, partial fire insurance

settlement gains and loss on disposal of our former U.S. base chemicals business, our former
North American polymers business, our former European base chemicals and polymers business
and our former TDI business. The U.S. base chemicals business was sold on November 5, 2007,
the North American polymers business was sold on August 1, 2007, the European base chemicals
and polymers business was sold on December 29, 2006 and the TDI business was sold on July 6,
2005. See “Note 27. Discontinued Operations” and “Note 25. Casualty Losses and Insurance
Recoveries” to our consolidated financial statements.

(c) The extraordinary gain (loss) on the acquisition of a business relates to the June 30, 2006
acquisition of our textile effects business. See “Note 3. Business Combinations—Textile Effects
Acquisition” to our consolidated financial statements.

(d) During the fourth quarter of 2005, we adopted new accounting guidance regarding conditional

(e)

asset retirement obligations and recorded a charge for the cumulative effect of accounting change,
net of tax, of $32 million. Also, in 2005, we accelerated the date for actuarial measurement of our
pension and postretirement benefit obligations from December 31 to November 30. The effect of
the change in measurement date resulted in a cumulative effect of accounting change credit, net of
tax, of $4 million.

All per share information has been restated to give effect to the shares issued in connection with
the Reorganization Transaction and our initial public offering of common stock on February 16,
2005 and the shares issued in connection with the exchange of certain warrants (the “HMP
Warrants™”) on March 14, 2005.



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

OVERVIEW

We are a global manufacturer of differentiated organic chemical products and of inorganic
chemical products. Our products comprise a broad range of chemicals and formulations, which we
market globally to a diversified group of consumer and industrial customers. Our products are used in
a wide range of applications, including those in the adhesives, acrospace, automotive, construction
products, durable and non-durable consumer products, electronics, medical, packaging, paints and
coatings, power generation, refining, synthetic fiber, textile chemicals and dye industries. We are a
leading global producer in many of our key product lines, including MDI, amines, surfactants, epoxy-
based polymer formulations, textile chemicals, dyes, maleic anhydride and titanium dioxide. Our
administrative, research and development and manufacturing operations are primarily conducted at
facilities located in 27 countries. We employed approximately 11,000 associates worldwide at
December 31, 2009.

We operate in five segments: Polyurethanes, Advanced Materials, Textile Effects, Performance
Products and Pigments. Our Polyurethanes, Advanced Materials, Textile Effects and Performance
Products segments produce differentiated organic chemical products and our Pigments segment
produces inorganic chemical products. In a series of transactions beginning in 2006, we have sold or
shutdown substantially all of our Polymers and Base Chemicals operations. We report the results from
our former Polymers and Base Chemicals businesses as discontinued operations. See “Note 27.
Discontinued Operations” to our consolidated financial statements.

Growth in our Polyurethanes, Advanced Materials and Textile Effects segments has been driven by
the continued substitution of our products for other materials across a broad range of applications, as
well as by the level of global economic activity. Historically, demand for many of these products has
grown at rates in excess of GDP growth. In Polyurethanes, this growth, particularly in Asia, has in
recent years resulted in improved demand and higher industry capacity utilization rates for many of our
key products, including MDI. However, new capacity combined with slower global demand has reduced
capacity utilization in 2009. In January 2010, we idled our PO/MTBE production facility at Port
Neches, Texas for turnaround and inspection. This planned shutdown is expected to last until the end
of the first quarter of 2010 and we expect the reduced capacity to negatively impact results of our
Polyurethanes segment during the first quarter. Timely startup of this facility is subject to construction
and weather delays.

In our Performance Products segment, demand for our performance specialties has generally
continued to grow at rates in excess of GDP as overall demand is significantly influenced by new
product and application development. Demand for most of our performance intermediates has grown
in line with GDP growth. Over time, demand for maleic anhydride has generally grown at rates that
slightly exceed GDP growth. However, given its dependence on the UPR market, which is heavily
influenced by construction end markets, maleic anhydride demand can be cyclical.

Historically, demand for titanium dioxide pigments has grown at rates approximately equal to
global GDP growth. Pigment prices have historically reflected industry-wide operating rates but have
typically lagged behind movements in these rates by up to twelve months due to the effects of product
stocking and destocking by customers and producers, contract arrangements and seasonality. The
industry experiences some seasonality in its sales because sales of paints, the largest end use for
titanium dioxide, generally peak during the spring and summer months in the northern hemisphere.
This results in greater sales volumes in the second and third quarters of the year.



For further information regarding sales price and demand trends, see “Results of Operations—
Segment Analysis—Current Year vs. Prior Year Decrease” and “Results of Operations—Segment
Analysis—Fourth Quarter 2009 vs. Third Quarter 2009 Increase (Decrease)” below.

OUTLOOK

Sales volumes decreased 6% for the year ended December 31, 2009 compared with 2008, but
increased 13% in the fourth quarter of 2009 compared to the prior year. We are encouraged by recent
trends in underlying demand. We expect demand in Asia to continue to be robust. Furthermore, we
expect demand in the U.S. to recover in conjunction with the construction and automotive markets. We
are uncertain as to demand recovery in certain of our markets in Europe. We expect that raw materials
and energy costs could rise in the future but we expect to pass those costs increases on to our
customers. However, in certain product lines it could take up to 90 to 120 days to do so. We will
continue to make efforts to exercise operational discipline and maximize the manufacturing efficiency
of our facilities. We also have a number of innovative products in our current portfolio and in
development that address energy concerns that we expect to provide long term benefits.

RECENT DEVELOPMENTS

For a discussion of recent developments, see “Note 1. General—Recent Developments” to our
consolidated financial statements.



RESULTS OF OPERATIONS

The following table sets forth the condensed consolidated results of operations for the years ended
December 31, 2009, 2008 and 2007 (dollars in millions):

Revenues ............ ... ... ... .. . . . ...
Costof goods sold. . .. .....................

Gross profit .. ........ ... ... ... .. .. .. ...
Operating eXpenses . . . ... .....uueuueeeenn..
Restructuring, impairment and plant closing costs . . .

Operating (loss) income . ...................
Interest expense, net ... ....... .. ... . ...
Loss on accounts receivable securitization program .
Equity in income of investment in unconsolidated
affiliates . ........ ... ... L i oL
Loss on early extinguishment of debt . ... .......
Income (expenses) associated with the Terminated
Merger and related litigation ...............
Otherincome ................. .. .........

Income from continuing operations before income
taxes . . ... ...
Income tax (expense) benefit . ... .............

Income from continuing operations ............

(Loss) income from discontinued operations
(including gain (loss) on disposal of $1 in 2009,
$11 in 2008 and ($340) in 2007), net of tax . . . ..

Extraordinary gain (loss) on the acquisition of a
business, net tax of nil .. ..................

Net income (loss) . ............. ... ... .....
Net loss (income) attributable to noncontrolling
INETESES .« o v ottt e e

Net income (loss) attributable to Huntsman
Corporation ...........................
Interest expense, net . ... ... ..o
Income tax expense (benefit) from continuing
OPETAtiONS .« v v vt e e e e e e
Income tax (benefit) expense from discontinued
OPETAtIONS &« v v v v e e et e e e
Depreciation and amortization . . . .............

EBITDA(L) . . ...
Net cash provided by (used in) operating activities .

Net cash (used in) provided by investing activities . .
Net cash provided by (used in) financing activities .

Year Ended December 31,

Percent Change

2009 2008 2007 2009 vs 2008 2008 vs 2007
$7,763 $10215 $9,651 (24)% 6%
6,695 8951 8111 (25)% 10%
1,068 1264 1,540 (16)% (18)%
987 1,063 961 (7)% 11%
152 36 2 30% (14)%
(71) 165 537 NM (69)%
(238)  (263) (286)  (10)% (8)%
23) @) ()  (15% 29%
3 14 13 (79)% 8%
1) (1) (2 NM (50)%
835 780 (210) 7% NM
— 1 — NM NM
485 669 31 (28)%  NM
(370)  (190) 12 95% NM
115 479 43 (76)%  NM
9 117 (217) NM NM
6 14 7 (51)% NM
112 610  (181)  (82)% NM
2 (1) 9 NM NM
114 609 (172)  (81)%  NM
238 263 286 (10)% (8)%
370 190 (12 95% NM
(6) 69 (140) NM NM
442 398 413 11% (4)%
$1,158 $ 1,529 $ 375 (24)% 308%
$1,104 $ 767 $ (52) 44% NM
(205)  (489) 200 (58)%  NM
184 230 (269)  (200%  NM



The following table sets forth certain items of income (expense) included in EBITDA (dollars in
millions):

Year ended December 31,
2009 2008 2007

Foreign exchange gains (losses)—unallocated . . . ....................... $ 16 $31) $ (12)
Loss on early extinguishment of debt. .. .............. .. ... ... ....... (21) (1) 2)
Loss on accounts receivable securitization program ..................... (23) @27 (21
Legal and contract settlement expense, net . .......................... — — (6)
Amounts included in discontinued operations . .............. ... ... .... (15) 186  (324)
Gain on sale of businesses/assets, Net . ... ........ ... 1 1 73
Income (expenses) associated with the Terminated Merger and related litigation . 835 780  (210)
Extraordinary gain (loss) on the acquisition of a business ... .............. 6 14 7)

Restructuring, impairment and plant closing costs:
Polyurethanes . . . ... ... 2 — —
Advanced Materials .. ........ .. . . . o i i i (13) (1) (1)
Textile Effects. . ... ... .. 6 24 (24
Performance Products . . ... ... ... ... — (1) 1)
Pigments .. ... ... (53) 4 3)
Corporate and Other . .......... ..., (78) (6) (13)
Total restructuring, impairment and plant closing costs. . .. ............ (152)  (36) (42)
Total . ..o $ 647 $886 $(551)

NM—Not meaningful

(1) EBITDA is defined as net income (loss) attributable to Huntsman Corporation before interest,
income taxes, depreciation and amortization. We believe that EBITDA enhances an investor’s
understanding of our financial performance and our ability to satisfy principal and interest
obligations with respect to our indebtedness. However, EBITDA should not be considered in
isolation or viewed as a substitute for net income attributable to Huntsman Corporation, cash flow
from operations or other measures of performance as defined by GAAP. Moreover, EBITDA as
used herein is not necessarily comparable to other similarly titled measures of other companies
due to potential inconsistencies in the method of calculation. Our management uses EBITDA to
assess financial performance and debt service capabilities. In assessing financial performance, our
management reviews EBITDA as a general indicator of economic performance compared to prior
periods. Because EBITDA excludes interest, income taxes, depreciation and amortization,
EBITDA provides an indicator of general economic performance that is not affected by debt
restructurings, fluctuations in interest rates or effective tax rates, or levels of depreciation and
amortization. Accordingly, our management believes this type of measurement is useful for
comparing general operating performance from period to period and making certain related
management decisions. EBITDA is also used by securities analysts, lenders and others in their
evaluation of different companies because it excludes certain items that can vary widely across
different industries or among companies within the same industry. For example, interest expense
can be highly dependent on a company’s capital structure, debt levels and credit ratings. Therefore,
the impact of interest expense on earnings can vary significantly among companies. In addition, the
tax positions of companies can vary because of their differing abilities to take advantage of tax
benefits and because of the tax policies of the various jurisdictions in which they operate. As a
result, effective tax rates and tax expense can vary considerably among companies. Finally,
companies employ productive assets of different ages and utilize different methods of acquiring
and depreciating such assets. This can result in considerable variability in the relative costs of



productive assets and the depreciation and amortization expense among companies. Our
management also believes that our investors use EBITDA as a measure of our ability to service
indebtedness as well as to fund capital expenditures and working capital requirements.
Nevertheless, our management recognizes that there are material limitations associated with the
use of EBITDA in the evaluation of our Company as compared to net income attributable to
Huntsman Corporation, which reflects overall financial performance, including the effects of
interest, income taxes, depreciation and amortization. EBITDA excludes interest expense. Because
we have borrowed money in order to finance our operations, interest expense is a necessary
element of our costs and ability to generate revenue. Therefore, any measure that excludes interest
expense has material limitations. EBITDA also excludes taxes. Because the payment of taxes is a
necessary element of our operations, any measure that excludes tax expense has material
limitations. Finally, EBITDA excludes depreciation and amortization expense. Because we use
capital assets, depreciation and amortization expense is a necessary element of our costs and ability
to generate revenue. Therefore, any measure that excludes depreciation and amortization expense
has material limitations. Our management compensates for the limitations of using EBITDA by
using it to supplement GAAP results to provide a more complete understanding of the factors and
trends affecting the business than GAAP results alone. Our management also uses other metrics to
evaluate capital structure, tax planning and capital investment decisions. For example, our
management uses credit ratings and net debt ratios to evaluate capital structure, effective tax rate
by jurisdiction to evaluate tax planning, and payback period and internal rate of return to evaluate
capital investments. Our management also uses trade working capital to evaluate its investment in
accounts receivable and inventory, net of accounts payable.



We believe that net income (loss) attributable to Huntsman Corporation is the performance
measure calculated and presented in accordance with GAAP that is most directly comparable to
EBITDA and that cash provided by operating activities is the liquidity measure calculated and
presented in accordance with GAAP that is most directly comparable to EBITDA. The following
table reconciles EBITDA to net income (loss) attributable to Huntsman Corporation and to net
cash provided by (used in) operations (dollars in millions):

Year Ended December 31, Percent change
2009 2008 2007 2009 vs 2008 2008 vs 2007

EBITDA .. ... ... .. ... ... $1,158 $1,529 $ 375 (24)% 308%
Depreciation and amortization . ........... (442)  (398) (413) 11% H%
Interest expense, net .. ................. (238)  (263) (2806) (10)% (8)%
Income tax (expense) benefit from continuing

OPETatioNS « . v o vt vttt (370)  (190) 12 95% NM
Income tax benefit (expense) from

discontinued operations . .............. 6 (69) 140 NM NM
Net income (loss) attributable to Huntsman

Corporation . ....................... 114 609  (172) 81)% NM
Net (loss) income attributable to

noncontrolling interests . . .. ............ 2) 1 9) NM NM
Net income (10sS). . .. ..o 112 610  (181) (82)% NM
Extraordinary (gain) loss on the acquisition of

a business, netof tax . ................ (6) (14) 7 (57)% NM
Equity in income of investment in

unconsolidated affiliates . .............. 3) (14) (13 (79)% 8%
Depreciation and amortization . ........... 442 398 413 11% (4)%
(Gain) loss on disposal of businesses/assets, net . 2) 6 269 NM (98)%
Noncash restructuring, impairment and plant

closingcosts . ........ ... .. ... 13 7 15 86% (53)%
Loss on early extinguishment of debt ....... 21 1 2 NM (50)%
Noncash interest expense . ............... 22 2 5 NM (60)%
Deferred income taxes . ................. 231 202 (203) 14% NM
Net unrealized (gain) loss on foreign currency

transactions . .............. ... .. (26) 4 9) NM NM
Noncash gain on partial fire insurance

settlement . . ...... .. ... .. — (135) — NM NM
Other,net . ......... ... ... ... ........ 41 40 28 3% 43%
Changes in operating assets and liabilities . . . . 259 (340)  (385) NM (12)%
Net cash provided by (used in) operating

ACHIVILIES . v v v et $1,104 $ 767 $ (52) 44% NM
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Year Ended December 31, 2009 Compared to Year Ended December 31, 2008

For the year ended December 31, 2009, net income attributable to Huntsman Corporation was
$114 million on revenues of $7.8 billion compared with net income attributable to Huntsman
Corporation of $609 million on revenues of $10.2 billion for 2008. The decrease of $495 million in net
income attributable to Huntsman Corporation was the result of the following:

* Revenues for the year ended December 31, 2009 decreased by $2,452 million, or 24%, as
compared with 2008 due principally to lower average selling prices and sales volumes in all of
our segments. See “—Segment Analysis” below.

* Our gross profit for the year ended December 31, 2009 decreased by $196 million, or 16%, as
compared with 2008. Lower gross profit in our Advanced Materials, Textile Effects, Performance
Products and Pigments segments was offset somewhat by higher gross profit in our
Polyurethanes segment. See “—Segment Analysis” below.

* Our operating expenses for the year ended December 31, 2009 decreased by $76 million, or 7%,
as compared with 2008. Operating expenses decreased by $40 million due to the impact of
translating foreign currency amounts to the U.S. dollar as the U.S. dollar strengthened versus
other relevant currencies. Also contributing to lower operating expenses was a $25 million
increase in foreign exchange gains ($13 million of gains in 2009 as compared with $12 million of
losses in 2008) and cost reduction efforts in response to the worldwide economic slowdown.

* Restructuring, impairment and plant closing costs for the year ended December 31, 2009
increased to $152 million from $36 million in 2008. For more information concerning
restructuring activities, see “Note 10. Restructuring, Impairment and Plant Closing Costs” to our
consolidated financial statements.

* Our net interest expense for the year ended December 31, 2009 decreased by $25 million, or
10%, as compared with 2008. This decrease was primarily due to lower average interest rates.

* Income associated with the Terminated Merger and related litigation for the year ended
December 31, 2009 consisted primarily of an $868 million gain related to the Texas Bank
Litigation Settlement Agreement, offset in part by litigation-related professional fees and
employee retention bonuses of $33 million. Income associated with the Terminated Merger and
related litigation for the year ended December 31, 2008 consisted primarily of $765 million
related to the net proceeds from the Apollo Settlement Agreement and the recognition of the
$100 million deferred credit related to the 2007 reimbursement of the $200 million termination
fee paid to Basell pursuant to the Basell Merger Agreement (the “Basell Termination Fee”),
offset in part by Merger-related directors, legal and professional fees. See “Note 26. Income
(Expenses) Associated with the Terminated Merger and Related Litigation” to our consolidated
financial statements.

* During the year ended December 31, 2009, we recorded a loss on early extinguishment of debt
of $21 million related primarily to the July 23, 2009 redemption of our 11.625% senior secured
notes due October 2010, and the August 3, 2009 redemption of our 11.5% senior notes due July
2012. For more information regarding these redemptions, see “Note 13. Debt—Secured Notes,”
and “Note 13. Debt—Senior Notes” to our consolidated financial statements.

* Our income tax expense increased by $180 million to an expense of $370 million for the year
ended December 31, 2009 as compared with an expense of $190 million for 2008. Our tax
obligations are affected by the mix of income and losses in the tax jurisdictions in which we
operate. Our tax expense increased largely due to income recognized pursuant to the Apollo
Settlement Agreement in connection with the Merger and current year tax expense associated
with the establishment of valuation allowances of $149 million, primarily in the U.K., partially
offset by a tax benefit of $73 million related to the worthless stock deduction for the investment
in the Australia styrenics business and a tax benefit of $38 million related to recognizing a tax
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benefit for operating losses in certain jurisdictions with valuation allowances and current other
comprehensive income. For further information concerning taxes, see “Note 18. Income Taxes”
to our consolidated financial statements.

* During the year ended December 31, 2009, we recorded an after tax loss from discontinued
operations of $9 million related primarily to legal costs incurred in connection with the ongoing
arbitration of the fire insurance claim on our former Port Arthur, Texas olefins manufacturing
plant and the settlement of product exchange liabilities. During the year ended December 31,
2008, we recorded after tax income from discontinued operations of $117 million related
principally to a $175 million gain on partial fire insurance settlement and to sales and use tax
settlements and post-closing adjustments associated with our former base chemicals and
polymers businesses. See “Note 27. Discontinued Operations” and “Note 25. Casualty Losses
and Insurance Recoveries” to our consolidated financial statements.

* During the years ended December 31, 2009 and 2008, we recorded an extraordinary gain on the
acquisition of a business, net of tax, of $6 million and $14 million, respectively, related primarily
to the reversal of accruals for certain employee termination costs recorded in connection with
the Textile Effects Acquisition that were no longer deemed necessary and a reimbursement by
Ciba of certain costs pursuant to the acquisition agreements. See “Note 3. Business
Combinations” to our consolidated financial statements.

Segment Analysis

During the first quarter of 2009, we reorganized our operating segments to divide our former
Materials and Effects segment into two different segments—our Advanced Materials segment and our
Textile Effects segment. All segment information in this report has been restated to reflect this change.

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008

The following table sets forth the revenues and EBITDA for each of our operating segments
(dollars in millions):

Year ended
December 31, Percent
2009 2008 Change
Revenues
Polyurethanes . .. ... ... .. ...ttt $3,005 $ 4,055  (26)%
Advanced Materials . ... ... ... 1,059 1,492 (29)%
Textile Effects ... ... .. 691 903 (23)%
Performance Products . ......... ... .. ... ... i 2,090 2,703 (23)%
Pigments . . ... ... .. 960 1,072 (10)%
Corporate and Other . . ... . i 99 159 (38)%
Eliminations . .......... .. ... .. . . . (141) 169) (1A7N%
Total ... $7,763  $10,215 (24)%
Segment EBITDA
Polyurethanes . ............ ..ttt $ 384 $§ 382 1%
Advanced Materials . .. ... ... 59 149 (60)%
Textile Effects ... ... .. (64) (33) 94%
Performance Products . ........ ... ... ... ... 260 278 (6)%
Pigments . . .. ... (24) 17 NM
Corporate and Other .. ... ... ... . . i 558 550 1%
Subtotal . . ... 1,173 1,343 (13)%
Discontinued Operations . .................. .ttt (15) 186 NM
Total ... $1,158 § 1,529 (24)%
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Average

Selling Sales

Price Volumes
Current Year vs. Prior Year Decrease
Polyurethanes(1) ... ... ... e (22)% (5)%
Advanced Materials . . .. ... .. (6)% (25)%
Textile Effects(1) . . ..o (5)% (20)%
Performance Products(1) .. ........... . . . (21)% (3)%
Pigments(1) . . . ... 5)% (6)%
Fourth Quarter 2009 vs. Third Quarter 2009 Increase (Decrease)
Polyurethanes(1) . .. ... ... 9% (11)%
Advanced Materials . . . ... ... 3% (2)%
Textile Effects(1) . . ..o 2% 7%
Performance Products(1) . ........... .. . . 5% 1%
Pigments(1) . . . ... 6% (12)%

(1) Excludes revenues and sales volumes from tolling arrangements and bi-products.

NM—Not Meaningful

Polyurethanes

The decrease in revenues in our Polyurethanes segment for the year ended December 31, 2009 as
compared to 2008 was primarily due to overall lower average selling prices and lower MDI sales
volumes. Average MDI selling prices decreased primarily due to competitive pressures, lower raw
material costs and the effects of the movement of the U.S. dollar against the Euro. MDI sales volumes
decreased due to lower demand in major European and Americas markets as a result of the worldwide
economic slowdown. MTBE sales volumes increased relative to 2008, which was impacted by the 2008
U.S. Gulf Coast storms, while average selling prices decreased in response to lower raw material costs.
The slight increase in EBITDA in the Polyurethanes segment was primarily the result of higher MTBE
sales volumes and margins as well as the negative effects in 2008 from the U.S. Gulf Coast storms
which were offset somewhat by lower MDI sales volumes and margins.

Advanced Materials

The decrease in revenues in our Advanced Materials segment for the year ended December 31,
2009 compared to 2008 was due to lower sales volumes and lower average selling prices. Sales volumes
decreased across all regions as a result of the worldwide economic slowdown. In addition, customers in
our formulations and specialty components businesses depleted inventory over several quarters.
Average selling prices in our base resins business decreased in response to lower raw material costs
while average selling prices in our formulations and specialty components markets decreased as a result
of changes in product mix, competitive pressures in our structural components for the ski, automotive
and wind generation businesses, and the strength of the U.S. dollar against major European currencies.
The decrease in EBITDA was primarily due to lower sales volumes and higher restructuring costs,
partially offset by lower raw material and operating costs. During the years ended December 31, 2009
and 2008, our Advanced Materials segment recorded restructuring and plant closing charges of
$13 million and $1 million, respectively. For more information concerning restructuring activities, see
“Note 10. Restructuring, Impairment and Plant Closing Costs” to our consolidated financial statements.

Textile Effects

The decrease in revenues in our Textile Effects segment for the year ended December 31, 2009
compared to 2008 was due to lower sales volumes and lower average selling prices. Sales volumes
decreased primarily due to lower demand for apparel and home textile products in all regions, as well
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as specialty textiles products in the Americas and Europe as a result of the worldwide economic
slowdown. Average selling prices decreased primarily as a result of a shift in sales mix from Europe to
Asia and the Middle East. The decrease in EBITDA was primarily due to lower sales volumes and
lower contribution margins as selling prices decreased more than the reduction in raw material and
energy costs, offset in part by lower selling, general and administrative costs and lower restructuring
costs. During the years ended December 31, 2009 and 2008, our Textile Effects segment recorded
restructuring and plant closing charges of $6 million and $24 million, respectively. For more
information concerning restructuring activities, see “Note 10. Restructuring, Impairment and Plant
Closing Costs” to our consolidated financial statements.

Performance Products

For the year ended December 31, 2009, Performance Products segment revenues decreased due to
lower sales volumes and lower selling prices when compared to 2008. Sales volumes decreased primarily
from lower demand for almost all product lines as a result of the worldwide economic slowdown. The
decrease in average selling prices was driven principally by lower raw material costs and the
strengthening of the U.S. dollar against major European currencies and the Australian dollar.
Performance Products segment EBITDA decreased mainly due to the fall in sales volumes and lower
equity income partially offset by higher contribution margins as average selling prices fell more slowly
than raw material and energy costs.

Pigments

The decrease in revenues in our Pigments segment for the year ended December 31, 2009
compared to 2008 was due to lower sales volumes and lower average selling prices. Sales volumes
decreased primarily due to lower demand in Europe, North America and Asia as a result of the
worldwide economic slowdown. Average selling prices decreased primarily as a result of the strength of
the U.S. dollar against major European currencies, and due to lower average selling prices in Europe,
Africa, Latin America and the Middle East in response to weaker demand, partially offset by higher
average selling prices in Asia and North America. The decrease in EBITDA in our Pigments segment
was primarily due to higher restructuring, impairment and plant closing costs as the impact of lower
sales volumes and average selling prices was offset by lower raw materials and operating costs. During
the years ended December 31, 2009 and 2008, our Pigments segment recorded restructuring,
impairment and plant closing charges of $53 million and $4 million, respectively. For more information
concerning restructuring activities, see “Note 10. Restructuring, Impairment and Plant Closing Costs”
to our consolidated financial statements.

Corporate and Other

Corporate and Other includes the results of our Australian styrenics business, unallocated foreign
exchange gains and losses, unallocated corporate overhead, loss on accounts receivable securitization
program, loss on the early extinguishment of debt, income (expenses) associated with the Terminated
Merger and related litigation, net income (loss) attributable to noncontrolling interests, unallocated
restructuring impairment and plant closing costs, extraordinary gain on the acquisition of a business
and non-operating income and expense. For the year ended December 31, 2009, EBITDA from
Corporate and Other items increased by $8 million to income of $558 million from income of
$550 million for 2008. The increase in EBITDA from Corporate and Other for the year ended
December 31, 2009 resulted primarily from a $55 million increase in income associated with the
Terminated Merger and related litigation ($835 million in 2009 compared to $780 million in 2008). See
“Note 26. Income (Expenses) Associated with the Terminated Merger and Related Litigation” to our
consolidated financial statements. Additionally, the increase in EBITDA was due to a $47 million
increase in unallocated foreign exchange gains ($16 million of gains in 2009 versus $31 million of losses
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in 2008), a $3 million decrease in net income attributable to noncontrolling interests, and a $4 million
reduction in costs associated with our A/R Program ($23 million of costs in 2009 versus $27 million of
costs in 2008). These increases to EBITDA were partially offset by higher restructuring charges of

$72 million ($78 million in 2009 versus $6 million in 2008) primarily related to the announced closure
of our styrenics operations at West Footscray, Australia. For more information concerning restructuring
activities, see “Note 10. Restructuring, Impairment and Plant Closing Costs” to our consolidated
financial statements. Additionally, EBITDA decreased due to a $20 million increase in costs associated
with the early extinguishment of debt ($21 million loss in 2009 compared to $1 million loss in 2008)
and an $8 million decrease in the extraordinary gain on the Textile Effects Acquisition ($6 million gain
in 2009 compared to $14 million gain in 2008). For more information regarding the extraordinary gain
associated with the Textile Effects Acquisition, see “Note 3. Business Combinations—Textile Effects
Acquisition” to our consolidated financial statements.

Discontinued Operations

The operating results of our former polymers and base chemicals businesses are classified as
discontinued operations, and, accordingly, the revenues of these businesses are excluded from revenues
for all periods presented. The EBITDA of our polymers and base chemicals businesses are included in
discontinued operations for all periods presented.

During the year ended December 31, 2009, we recorded an after tax loss from discontinued
operations of $9 million related primarily to legal costs in connection with the fire insurance claim on
our former base chemicals business and the revaluation of product exchange liabilities. During the year
ended December 31, 2008, we recorded after tax income from discontinued operations of $117 million
related principally to a $175 million gain on partial fire insurance settlement and to sales and use tax
settlements and post-closing adjustments associated with our former base chemicals and polymers
businesses. See “Note 27. Discontinued Operations” and “Note 25. Casualty Losses and Insurance
Recoveries” to our consolidated financial statements.

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007

For the year ended December 31, 2008, net income attributable to Huntsman Corporation was
$609 million on revenues of $10.2 billion, compared with a net loss attributable to Huntsman
Corporation of $172 million on revenues of $9.7 billion for 2007. The increase of $781 million in net
income attributable to Huntsman Corporation was the result of the following:

* Revenues for the year ended December 31, 2008 increased by $564 million or 6% as compared
with 2007 due principally to higher average selling prices in all our segments, partially offset by
lower sales volumes in all of our segments. See “—Segment Analysis” below.

* Our gross profit for the year ended December 31, 2008 decreased by $276 million, or 18%, as
compared with 2007. Lower gross profit in our Polyurethanes, Advanced Materials, Textile
Effects and Pigments segments was somewhat offset by higher gross profit in our Performance
Products segment. See “—Segment Analysis” below.

* Our operating expenses for the year ended December 31, 2008 increased by $102 million, or
11%, as compared with 2007. The increase resulted primarily from a $69 million gain recorded
in 2007 in connection with the sale of our former U.S. butadiene and MTBE business and lower
insurance recoveries of $11 million. Also contributing to the increase in operating expenses were
a $9 million increase in research and development costs and higher overall selling, general and
administrative costs, which largely resulted from the weakening of the U.S. dollar.

* Restructuring, impairment and plant closing costs for the year ended December 31, 2008
decreased to $36 million from $42 million in 2007. For more information concerning
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restructuring activities, see “Note 10. Restructuring, Impairment and Plant Closing Costs” to our
consolidated financial statements.

* Our net interest expense for the year ended December 31, 2008 decreased $23 million, or 8%,
as compared with 2007. This decrease was primarily due to lower average interest rates on
borrowings.

* Income (expenses) associated with the Terminated Merger and related litigation for the year
ended December 31, 2008 consisted primarily of $765 million related to the net proceeds from
the Apollo Settlement Agreement and recognition of the $100 million deferred credit related to
the 2007 reimbursement of the $200 million Basell Termination Fee, offset in part by Merger-
related directors, legal and professional fees. For the year ended December 31, 2007, the
expenses consisted primarily of Merger-related legal fees and the Basell Termination Fee. For
more information, see “Note 26. Income (Expenses) Associated with the Terminated Merger and
Related Litigation” to our consolidated financial statements.

* Our income tax expense increased by $202 million to an expense of $190 million for the year
ended December 31, 2008 as compared with a benefit of $12 million for 2007. Our tax
obligations are affected by the mix of income and losses in the tax jurisdictions in which we
operate. Our income tax expense increased largely due to income recognized pursuant to the
Apollo Settlement Agreement in connection with the Terminated Merger (including the
realization of expenditures considered non-deductible in prior periods), current year tax expense
associated with the establishment of valuation allowances compared with prior year benefits
associated with the release of valuation allowances partially offset by current year tax benefits
from reducing tax contingencies related to the settlement of tax audits. For further information
concerning taxes, see “Note 18. Income Taxes” to our consolidated financial statements.

e The income (loss) from discontinued operations represents the operating results, partial fire
insurance settlement gains, and impairment and gain (loss) on disposal with respect to each of
our U.S. base chemicals business, our North American polymers business, our European base
chemicals and polymers business and our TDI business. See “—Segment Analysis” below and
“Note 27. Discontinued Operations” and “Note 25. Casualty Losses and Insurance Recoveries”
to our consolidated financial statements.

* The extraordinary gain (loss) on the acquisition of a business relates to the June 30, 2006
acquisition of our textile effects business. During the year ended December 31, 2008, we
recorded an extraordinary gain on the acquisition of $14 million related to the reversal of
accruals for certain employee termination costs recorded in connection with the Textile Effects
Acquisition that were no longer deemed necessary and a reimbursement by Ciba of certain
restructuring costs associated with the acquisition. During the year ended December 31, 2007,
we adjusted the preliminary purchase price allocation and finalized post-closing working capital
adjustments, resulting in our recording an extraordinary loss on the acquisition of $7 million. See
“Note 3. Business Combinations—Textile Effects Acquisition” to our consolidated financial
statements.

Segment Analysis

During the first quarter of 2009, we reorganized our operating segments to divide our former
Materials and Effects segment into two different segments—our Advanced Materials segment and our
Textile Effects segment. All segment information in this report has been restated to reflect this change.
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Year Ended December 31, 2008 Compared to Year Ended December 31, 2007

The following table sets forth the revenues and EBITDA for each of our operating segments
(dollars in millions):

Year ended
December 31, Percent
2008 2007 Change
Revenues
Polyurethanes . ... ... ... ...ttt $ 4,055 $3,813 6%
Advanced Materials . .. ... ... ... 1,492 1,434 4%
Textile Effects .. ... ... 903 985 (8)%
Performance Products . ........... ... .. .. .. ... 2,703 2,310 17%
Pigments . . ... ... 1,072 1,109 (3)%
Corporate and Other .. ....... ... ... ... ... .. .. ... . . .. 159 155 3%
Eliminations . ....... ... ... ... . (169)  (155) 9%
Total ... $10,215  $9,651 6%
Segment EBITDA
Polyurethanes . .. ... ... .. ...t $ 382 $ 592 (35)%
Advanced Materials . . ... ... 149 158 (6)%
Textile Effects . ... ... (33) 41 NM
Performance Products . ........ ... ... . ... 278 202 38%
Pigments . . .. ... 17 51 (67)%
Corporate and Other . . ... ... ... 550 (342) NM
Subtotal . . ... 1,343 702 91%
Discontinued Operations . ..................iiiiinnneeennn... 186 (327) NM
Total ... $ 1,529 §$ 375 308%
Average
Selling Sales
Price Volumes
Current Year-Over-Prior Year Increase (Decrease)
Polyurethanes(1) . . ... ... 8% (1)%
Advanced Materials .. ....... ... 8% (3)%
Textile Effects(1) . . ... 13%  (19)%
Performance Products(1) ........ ... 29% (11)%
Pigments(1) . . ..o 10%  (12)%

(1) Excludes revenues and sales volumes from tolling arrangements and bi-products.

NM—Not Meaningful

Polyurethanes

For the year ended December 31, 2008, Polyurethanes segment revenues increased as a result of
higher average selling prices, offset in part by reduced sales volumes. Average MDI selling prices
increased by 4%, despite a significant decline in average selling prices in Asia during the fourth quarter
of 2008, primarily due to global price increase initiatives early in the year in response to higher raw
materials costs. Prices also benefited from foreign exchange movements as the U.S. dollar weakened
against other relevant currencies. Average selling prices for MTBE increased by 20% due to improved
market demand as well as in response to higher raw materials costs, again, despite a significant decline

17



in average selling prices during the fourth quarter of 2008. The decrease in Polyurethanes segment
sales volumes was primarily driven by slower growth in the U.S. related to slower construction-related
demand and production outages caused by the recent U.S. Gulf Coast storms. Lower sales volumes
were also due to lower than expected sales volumes in Asia with Olympic-related production
restrictions and a sharp drop in global demand in the fourth quarter of 2008 related to the overall
economic slowdown. Segment EBITDA decreased principally on lower margins related to sharply
higher raw material and energy costs and the overall effects of the recent U.S. Gulf Coast storms and
also on a significant write-down of certain inventories to the lower of cost or market values, all of
which more than offset improved average selling prices.

Advanced Materials

For the year ended December 31, 2008, Advanced Materials segment revenues increased primarily
as a result of higher average selling prices, offset in part by lower sales volumes. Average selling prices
in our Advanced Materials segment increased mainly as a result of price increase initiatives in certain
markets and regions in response to higher raw materials costs and from foreign exchange movements as
the U.S. dollar weakened against other relevant currencies. Sales volumes for our Advanced Materials
segment decreased primarily as a result of lower demand, mainly in Europe and the U.S,, as a
consequence of the worldwide economic slowdown. Segment EBITDA decreased primarily as a result
of lower contribution margins as lower sales volumes and higher raw materials, energy and
manufacturing costs more than offset higher average selling prices, offset in part by lower general and
administrative expenses.

Textile Effects

For the year ended December 31, 2008, Textile Effects segment revenues decreased primarily as a
result of lower sales volumes, offset in part by higher average selling prices. Sales volumes for our
Textile Effects segment decreased primarily as a result of lower demand for dyes and chemicals in all
regions related to the worldwide economic slowdown. Average selling prices increased mainly as a
result of price increase initiatives in certain markets and regions in response to higher raw materials
costs and from foreign exchange movements as the U.S. dollar weakened against other relevant
currencies. EBITDA from our Textile Effects segment decreased due principally to lower sales volumes
and lower margins, as higher raw material and energy costs more than offset higher average selling
prices. During each of the years ended December 31, 2008 and 2007, our Textile Effects segment
recorded restructuring and plant closing charges of $24 million. For more information concerning
restructuring activities, see “Note 10. Restructuring, Impairment and Plant Closing Costs” to our
consolidated financial statements.

Performance Products

For the year ended December 31, 2008, Performance Products segment revenues increased
primarily due to an increase in average selling prices and higher toll manufacturing revenues, offset by
lower sales volumes. Average selling prices rose in response to higher raw material costs and as a result
of foreign exchange movements as the U.S. dollar weakened against other relevant currencies. The
reduction in sales volumes was primarily due to the conversion of most of our ethylene glycol business
to a toll manufacturing operation in 2008 and lower olefin by-product sales. Segment EBITDA
increased principally due to expanded margins, as higher average selling prices more than offset
increases in raw material and energy costs. The higher margins more than offset increases in plant fixed
costs resulting from additional planned maintenance and hurricane repairs.
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Pigments

For the year ended December 31, 2008, Pigments segment revenues decreased primarily as a result
of lower sales volumes, offset in part by higher average selling prices in local currencies in all markets
and foreign exchange movements as the U.S. dollar weakened against other relevant currencies. Sales
volumes were lower primarily due to lower worldwide demand related to the global economic
downturn. The positive effect on revenues of the U.S. dollar weakness was substantially offset by its
effect on our costs. Segment EBITDA decreased principally due to lower sales volumes and reduced
margins resulting from higher raw material and energy costs. During the years ended December 31,
2008 and 2007, our Pigments segment recorded restructuring and plant closing charges of $4 million
and $3 million, respectively. For more information concerning restructuring activities, see “Note 10.
Restructuring, Impairment and Plant Closing Costs” to our consolidated financial statements.

Corporate and Other

Corporate and Other includes unallocated corporate overhead, unallocated foreign exchange gains
and losses, loss on accounts receivable securitization program, loss on the early extinguishment of debt,
other non-operating income and expense, net income (loss) attributable to noncontrolling interests,
extraordinary gain (loss) on the acquisition of a business, gain on the sale of our former U.S. butadiene
and MTBE business, income (expense) associated with the Terminated Merger and related litigation
and the operating results of our Australian styrenics business. The increase in EBITDA from Corporate
and Other for the year ended December 31, 2008 resulted primarily from a $990 million increase in the
income associated with the Terminated Merger and related litigation ($780 million of income recorded
in 2008 compared to $210 million of expenses in 2007). See “Note 26. Income (Expenses) Associated
with the Terminated Merger and Related Litigation” to our consolidated financial statements.
Additionally, for the year ended December 31, 2008, EBITDA was higher by $21 million due to
favorable adjustments to the extraordinary gain on acquisition of our Textile Effects business (a
$14 million gain recorded in 2008 compared to a $7 million loss in 2007). For more information
regarding the extraordinary gain associated with our Textile Effects Acquisition, see “Note 3. Business
Combinations—Textile Effects Acquisition” to our consolidated financial statements. These increases in
EBITDA were offset somewhat by a $19 million increase in unallocated foreign exchange losses (a loss
of $31 million in 2008 compared to a loss of $12 million in 2007), an increase of $14 million in losses
from our Australian styrenics business, and a $10 million decrease in net loss attributable to
noncontrolling interests. In addition, the increase in Corporate and Other segment EBITDA was offset
by an $11 million gain recorded in 2007 in connection with the U.K. Petrochemical Disposition and a
$69 million gain recorded in 2007 in connection with the sale of our former U.S. butadiene and MTBE
business. See “Note 24. Other Operating (Income) Expense” to our consolidated financial statements.

Discontinued Operations

The operating results of our former polymers and base chemicals businesses are classified as
discontinued operations, and, accordingly, the revenues of these businesses are excluded from revenues
for all periods presented. The EBITDA of our polymers and base chemicals businesses are included in
discontinued operations for all periods presented. The income (loss) from discontinued operations
represents the operating results, partial fire insurance settlement gains, and impairment and gain (loss)
on disposal with respect to each of our U.S. base chemicals business, our North American polymers
business, our European base chemicals and polymers business and our TDI business. See “Note 27.
Discontinued Operations” and “Note 25. Casualty Losses and Insurance Recoveries” to our
consolidated financial statements.
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Liquidity and Capital Resources
Cash Flows for Year Ended December 31, 2009 Compared to the Year Ended December 31, 2008

Net cash provided by operating activities for the years ended December 31, 2009 and 2008 was
$1,104 million and $767 million, respectively. The increase in cash provided by operating activities was
primarily attributable to settlement proceeds received in connection with the Texas Bank Litigation
Settlement Agreement and by a $599 million favorable variance in operating assets and liabilities
changes for the year ended December 31, 2009 as compared with 2008. These increases to cash
provided by operating activities were offset in part by a decrease in operating income as described in
“—Results of Operations” above.

Net cash used in investing activities for the year ended December 31, 2009 and 2008 was
$205 million and $489 million, respectively. During the years ended December 31, 2009 and 2008, we
paid $189 million and $418 million, respectively, for capital expenditures. This reduction in capital
expenditures was largely attributable to higher 2008 spending on various projects, including $84 million
spent on our maleic anhydride expansion at the Geismar, Louisiana site in 2008 as compared to
$26 million in 2009; and $32 million spent on our MDI facility at the Geismar, Louisiana site in 2008.
In addition, during 2008, we spent $29 million at our Greatham, U.K. titanium dioxide facility. During
the year ended December 31, 2009, we paid $31 million for the Baroda acquisition. See “Note 3.
Business Combinations—Baroda Acquisition” to our consolidated financial statements. During the
years ended December 31, 2009 and 2008, we received $5 million and $3 million, respectively, from the
sale of assets. During the year ended December 31, 2008, we made payments of $29 million related to
certain expenditures for the rebuild of our former Port Arthur, Texas facility, resulting in an adjustment
to the sales proceeds received in connection with the 2007 U.S. Base Chemicals Disposition. See
“Note 27. Discontinued Operations” to our consolidated financial statements. During the year ended
December 31, 2008, we contributed $44 million to our ethyleneamines joint venture in Saudi Arabia.

Net cash provided by financing activities for the years ended December 31, 2009 was $184 million
as compared with $230 million of net cash provided by financing activities in 2008. During the year
ended December 31, 2009 we issued the 2016 Senior Notes and obtained Term Loan C in connection
with the Texas Bank Litigation Settlement Agreement. During this period, we also redeemed in full the
$296 million outstanding principal amount 11.625% senior secured notes due October 2010 and the
$198 million outstanding principal amount 11.5% senior notes due July 2012. During the year ended
December 31, 2008, we issued the Convertible Notes in connection with the Apollo Settlement
Agreement. For more information regarding the Convertible Notes, see “—Convertible Notes” below.

Cash Flows for Year Ended December 31, 2008 Compared to the Year Ended December 31, 2007

Net cash provided by (used in) operating activities for the years ended December 31, 2008 and
2007 was $767 million and $(52) million, respectively. The increase in cash provided by operations was
primarily attributable to $765 million of net cash received in connection with the Apollo Settlement
Agreement and to a $45 million favorable year-over-year variance in operating assets and liabilities
changes, offset in part by lower operating income as described in “—Results of Operations” above.

Net cash (used in) provided by investing activities for the years ended December 31, 2008 and
2007 was $(489) million and $200 million, respectively. During the years ended December 31, 2008 and
2007, we paid $418 million and $665 million, respectively, for capital expenditures. The capital
expenditures for the year ended December 31, 2007 included $157 million spent on our former Port
Arthur, Texas facility that was previously damaged by fire and has been sold to Flint Hills Resources. In
addition, during 2007, we spent $72 million on our Greatham, U.K. expansion for our Pigments
segment as compared with $29 million in 2008. During the years ended December 31, 2008 and 2007,
we received $3 million and $850 million, respectively, from the sale of assets. On August 1, 2007, we
completed the North American Polymers Disposition for $354 million and on November 5, 2007 we
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completed the U.S. Base Chemicals Disposition for $415 million. In 2006, we sold the assets comprising
our former U.S. butadiene and MTBE business and received the final payment of $70 from that sale in
November 2007. During the year ended December 31, 2008, we made $29 million of payments related
to certain expenditures to rebuild our former Port Arthur, Texas facility, resulting in an adjustment to
the sales proceeds. See “Note 27. Discontinued Operations—U.S. Base Chemicals Business” to our
consolidated financial statements. During the year ended December 31, 2008, we contributed

$44 million to our ethyleneamines joint venture in Saudi Arabia. During the year ended December 31,
2007, we finalized our post-closing adjustments with respect to the Textile Effects Acquisition, resulting
in a reduction to the purchase price of $27 million.

Net cash provided by financing activities for the year ended December 31, 2008 was $230 million
as compared with a use of cash of $269 million in 2007. This increase in net cash provided by financing
activities was primarily due to the issuance of the Convertible Notes in connection with the Apollo
Settlement Agreement and lower net repayments of debt in 2008 as compared to 2007. For more
information regarding the issuance of the Convertible Notes, see “—Convertible Notes” below.

Changes in Financial Condition

The following information summarizes our working capital (dollars in millions):

December 31, I

ncrease Percent

2009 2008 (Decrease)  Change
Cash and cash equivalents . ............................ $1,745 $ 657  $1,088 166%

Restricted cash . ... ... .. . . . . . e 5 5 — —
Accounts receivable, net . ... ... ... 1,019 913 106 12%
Inventories . . .. ..ot 1,184 1,500 (316) 2H)%
Prepaid expenses. . . ... 42 45 (3) (7)%
Deferred income taxes. . ... ... ..t 36 21 15 71%
Other current assetS . .. ...t i it e 109 99 10 10%
Total current assets . . .. ... .ottt 4,140 3,240 900 28%
Accounts payable . ......... ... ... o i i 755 747 8 1%
Accrued liabilities . .. ... ... . .. 623 617 6 1%
Deferred income taxes. . . ........ .. ... . . .. 2 36 (34) (94)%
Current portion of long-termdebt .. ..................... 431 205 226 110%
Total current liabilities . . ... ....... ... ... ... . .. .. ... 1,811 1,605 206 13%
Working capital . . ... .. ... $2,329 $1,635 $ 694 42%

Our working capital increased by $694 million as a result of the net impact of the following
significant changes:

* The increase in cash and cash equivalents of $1,088 million resulted from the matters identified
in the consolidated statements of cash flows.

* The increase in accounts receivable of $106 million was mainly due to higher sales during the
fourth quarter of 2009 and lower amounts outstanding under our A/R Program.

* Inventories decreased by $316 million mainly due to lower inventory quantities resulting from
improved inventory management and lower inventory costs.

* The increase in the current portion of long-term debt of $226 million was primarily a result of
the current classification at December 31, 2009 of the Convertible Notes that were repurchased
on January 11, 2010.
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Debt and Liquidity

Our direct debt and guarantee obligations consist of the following: our Convertible Notes; our
guarantees of certain debt of HPS (our Chinese MDI joint venture); our guarantee of certain debt of
the Arabian Amines Company; certain indebtedness incurred from time to time to finance certain
insurance premiums; and our guarantee of certain obligations of Huntsman International in its capacity
as a contributor and servicer guarantor under our U.S. A/R Program.

Substantially all of our other debt has been incurred by our subsidiaries (primarily Huntsman
International); such subsidiary debt is nonrecourse to us and we have no contractual obligation to fund
our subsidiaries’ respective operations.

Senior Credit Facilities

All of our Senior Credit Facilities are obligations of Huntsman International. As of December 31,
2009, our Senior Credit Facilities consisted of (i) the $650 million Revolving Facility; (ii) a
$1,524 million term loan B facility (“Term Loan B”); and (iii) the $500 million ($444 million carrying
value) Term Loan C (collectively with Term Loan B, the “Dollar Term Loans”).

As of December 31, 2009, we had no borrowings outstanding under our Revolving Facility, and we
had approximately $33 million (U.S. dollar equivalents) of letters of credit and bank guarantees issued
and outstanding under our Revolving Facility. The Revolving Facility matures in August 2010, Term
Loan B matures in 2014 and Term Loan C matures in 2016; provided, however, that the maturities of
the Revolving Facility and the Dollar Term Loans will accelerate if we do not repay or refinance all but
$100 million of Huntsman International’s outstanding debt securities on or before three months prior
to the maturity dates of such debt securities.

Our Senior Credit Facilities are subject to a single financial covenant (the “Leverage Covenant”),
which applies only to the Revolving Facility and is tested at the Huntsman International level. The
Leverage Covenant is applicable only if borrowings, letters of credit or guarantees are outstanding
under the Revolving Facility (cash collateralized letters of credit or guarantees are not deemed
outstanding). On April 16, 2009, Huntsman International entered into a waiver (the “Waiver”) with
respect to the Leverage Covenant. The Leverage Covenant, as amended pursuant to the Waiver,
requires that the maximum senior secured leverage ratio does not exceed 5.00 to 1.00.

In addition, the Waiver modified the calculation used to determine compliance with the Leverage
Covenant as follows:

* we are allowed to add back to “Consolidated EBITDA” any lost profits that are attributable to
hurricanes Gustav and Ike that occurred in 2008 (such amounts being $49 million and
$18 million for the third and fourth quarters, respectively, of 2008); and

* by modifying the definition of “Permitted Non-Cash Impairment and Restructuring Charges” to
replace a reference to $100 million with $200 million for permitted cash charges to be added
back to “Consolidated EBITDA”.

The Waiver is effective from April 16, 2009 through June 30, 2010. However, we may consent to
terminate the Waiver in conjunction with a proposed amendment to the Revolving Facility we are
currently seeking. In that event, the senior secured leverage ratio would return to 3.75 to 1.00.

As consideration for the Waiver, Huntsman International agreed to increase the interest paid on
borrowings under the Revolving Facility by 225 basis points from LIBOR plus 1.75% to LIBOR plus
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4.00% and to increase the applicable unused fee by 25 basis points from 0.50% to 0.75%. In addition,
during the wavier period, Huntsman International agreed not to:

* request a borrowing under the Revolving Facility during the next succeeding fiscal quarter if
compliance with the senior secured leverage ratio, as agreed to in the Waiver, is not met in any
fiscal quarter;

* repay or make any payment of principal or interest under the Intercompany Note (defined
below) if there are outstanding borrowings under the Revolving Facility or to reduce the
principal amount outstanding under the Intercompany Note to less than $525 million; and

* make any restricted payments in an aggregate amount greater than the sum of $100 million plus
Available Equity Proceeds (as defined in the agreement governing our Senior Credit Facilities
(the “Credit Agreement”) received by Huntsman International.

At the present time, borrowings under the Revolving Facility, Term Loan B and Term Loan C bear
interest at LIBOR plus 4%, LIBOR plus 1.75% and LIBOR plus 2.25%, respectively. However, the
applicable interest rate of Term Loan B is subject to a reduction to LIBOR plus 1.5% upon achieving
certain secured leverage ratio thresholds.

As of December 31, 2009, the weighted average interest rate on the Senior Credit Facilities was
approximately 2.1%. Our obligations under the Senior Credit Facilities are guaranteed by our guarantor
subsidiaries (each a “Guarantor” and collectively the “Guarantors”), which consist of substantially all of
our domestic subsidiaries and certain of our foreign subsidiaries, and are secured by a first priority lien
on substantially all of our domestic property, plant and equipment, the stock of all of or our material
domestic subsidiaries and certain foreign subsidiaries and pledges of intercompany notes between
various of our subsidiaries.

Secured Notes

On July 23, 2009, we redeemed in full all of our $296 million 11.625% senior secured notes due
October 2010. The total redemption payment, excluding accrued interest, was $305 million, which
included principal of $296 million and a call premium of approximately $9 million. In connection with
this redemption, we recognized a loss on early extinguishment of debt of $11 million.

Senior Notes

On August 3, 2009, we redeemed in full all of our $198 million 11.5% senior notes due July 2012.
The total redemption payment, excluding accrued interest, was $204 million, which included principal
of $198 million and a call premium of $6 million. In connection with this redemption, we recognized a
loss on early extinguishment of debt of $10 million.

2016 Senior Notes

Pursuant to the Texas Bank Litigation Settlement Agreement, we entered into the Note Purchase
Agreement with the Banks, pursuant to which the Banks purchased $600 million aggregate principal
amount of the 2016 Senior Notes.

The 2016 Senior Notes are senior unsecured obligations and are guaranteed by certain subsidiaries
named as Guarantors.

As of December 31, 2009, we had outstanding $600 million ($434 million carry value) of the 2016
Senior Notes with an effective interest rate at issuance of 11.73%. In June 2009, these liabilities were
measured at fair value upon initial recognition. We used primarily the income approach to determine
the fair value of these instruments. Fair value represents the present value of estimated future cash
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flows calculated using interest rates that were available to us for issuance of debt with similar terms,
adjusted for differences in remaining maturity using relevant debt yield curves.

The 2016 Senior Notes bear interest at the rate of 5.5% per year payable semi-annually in June
and in December of each year. The 2016 Senior Notes will mature on June 30, 2016. We may redeem
the 2016 Senior Notes in whole at any time or in part from time to time, upon not less than 30 nor
more than 60 days’ notice, at a redemption price equal to the principal amount thereof, plus accrued
and unpaid interest thereon, if any, to the date of redemption. The 2016 Senior Notes are governed by
an indenture imposing certain limitations on Huntsman International’s ability to, among other things,
incur additional indebtedness; pay dividends or make certain other restricted payments; enter into
certain transactions with affiliates; create dividend or other payment restrictions affecting restricted
subsidiaries; merge or consolidate with any other person; sell, assign, transfer, lease, convey or
otherwise dispose of all or substantially all of their assets; or adopt a plan of liquidation.

Upon the occurrence of certain change of control events, holders of the 2016 Senior Notes will
have the right to require that we purchase all or a portion (equal to $2,000 or an integral multiple of
$1,000 in excess thereof) of such holder’s 2016 Senior Notes in cash pursuant to the offer described by
us, at a purchase price equal to 101% of the principal amount thereof plus accrued and unpaid
interest, if any, to the date of purchase.

Subordinated Notes

As of December 31, 2009, we had outstanding $175 million of 7.375% senior subordinated notes
due 2015 and €135 million (approximately $194 million) of 7.5% senior subordinated notes due 2015
(the “2015 Subordinated Notes™). The 2015 Subordinated Notes are redeemable on or after January 1,
2010 at 103.688% and 103.750%, respectively, of the principal amount plus accrued interest, declining
ratably to par on and after January 1, 2013.

As of December 31, 2009, we had outstanding €400 million (approximately $574 million) of 6.875%
senior subordinated notes due 2013 (the “2013 Subordinated Notes”) and $347 million aggregate
principal amount ($351 million book value) of our 7.875% senior subordinated notes due 2014 (the
“2014 Subordinated Notes”). The 2013 Subordinated Notes are currently redeemable at 105.156% of
the principal amount plus accrued interest, declining ratably to par on or after November 15, 2012. The
2014 Subordinated Notes are redeemable on or after November 15, 2010 at 103.938% of the principal
amount plus accrued interest, declining ratably to par on or after November 15, 2012.

Interest on the 2015 Subordinated Notes is payable semiannually in January and July of each year.
Interest on the 2013 Subordinated Notes and the 2014 Subordinated Notes is payable semiannually in
November and May of each year. All of our subordinated notes are unsecured. The indentures
governing our subordinated notes contain covenants relating to, among other things, the incurrence of
debt and limitations on distributions, certain restricted payments, asset sales and affiliate transactions.
Our subordinated notes are guaranteed by the Guarantors. The indentures also contain provisions
requiring us to offer to repurchase the notes upon a change of control.

Convertible Notes

As of December 31, 2009, we had outstanding $250 million of Convertible Notes ($236 million
carrying value). On January 11, 2010, we repurchased the entire $250 million principal amount of the
Convertible Notes from Apollo and its affiliates for approximately $382 million. The Convertible Notes
were issued to Apollo in December 2008 as part of the Apollo Settlement Agreement. The Convertible
Notes, which would have matured on December 23, 2018, bore interest at the rate of 7% per year and
were convertible into approximately 31.8 million shares of our common stock at any time by the
holders. As a result of the repurchase of the Convertible Notes, we will record a loss on early
extinguishment of debt in the first quarter of 2010 in the amount of approximately $146 million. The
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carrying value of $236 million relating to the Convertible Notes was classified as current as of
December 31, 2009.

Other Debt

We maintain a $25 million European overdraft facility that is a demand facility used for the
working capital needs of our European subsidiaries. As of December 31, 2009 and 2008, we had nil and
$16 million U.S. dollar equivalents, respectively, in borrowings outstanding under the European
overdraft facility. We also maintain other foreign overdraft facilities used for working capital needs.

HPS obtained secured loans for the construction of its MDI production facility. This debt consists
of various committed loans. As of December 31, 2009, HPS had $20 million outstanding in U.S. dollar
borrowings and 606 million in RMB borrowings (approximately $89 million) under these facilities. The
interest rate on these facilities is LIBOR plus 0.48% for U.S. dollar borrowings and 90% of the
Peoples Bank of China rate for RMB borrowings. As of December 31, 2009, the interest rate was
approximately 1% for U.S. dollar borrowings, 5.3% for RMB term loan borrowings and 4.9% for RMB
working capital loans. The term loans are secured by substantially all the assets of HPS and will be
repaid in 16 semiannual installments (which began on June 30, 2007). We have guaranteed 70% of any
amount due and unpaid by HPS under the loans described above (except for the VAT facility, which is
not guaranteed). Our guarantees remain in effect until HPS has met certain conditions. The conditions
outstanding include completion of the building and equipment mortgage registrations, which are
progressing as planned, and maintaining a debt service coverage ratio of at least 1.5:1 at the time such
registrations are completed. Our Chinese MDI joint ventures are unrestricted subsidiaries under the
Senior Credit Facilities and under the indentures governing our outstanding notes.

As of December 31, 2009, HPS has a loan facility for the purpose of discounting commercial drafts
with recourse. The facility has a stated capacity for discounting up to CNY700 million (approximately
$103 million) and drafts are discounted using a discount rate of the three-month SHIBOR plus 2.2%.
As of December 31, 2009 the all-in discount rate was 4.0%. As of December 31, 2009, HPS has
discounted with recourse CNY363 million (approximately $53 million) of commercial drafts, all of
which is included in current portion of long-term debt. While the facility has a maturity of July 2010,
the lender has the right to accept or reject drafts presented for discounting.

Our Australian subsidiaries maintain credit facilities that had an aggregate outstanding balance of
A$38 million (approximately $34 million) as of December 31, 2009, all of which is included in the
current portion of long term debt. These facilities are nonrecourse to us and bear interest at the
Australian index rate plus a margin of 2.4%. As of December 31, 2009, the interest rate for these
facilities was 6.5%. The Australian credit facilities mature in May 2010.

We finance certain insurance premiums and, as of December 31, 2009 and 2008, we had
outstanding notes payable in the amount of $18 million and $23 million, respectively. Insurance
premium financings are generally secured by the unearned premiums under such policies.

In connection with the Baroda acquisition, a portion of the purchase price was funded through
local financing and from liquidity available from our subsidiaries located in India. See “Note 3.
Business Combinations.” As of December 31, 2009, our Indian entities had combined debt outstanding
of approximately $20 million (U.S. dollar equivalents). This debt is comprised of various facilities
including approximately $9 million (U.S. dollar equivalents) in working capital facilities that are callable
on demand and a five year term loan facility of approximately $11 million (U.S. dollar equivalents). See
“Note 3. Business Combinations.”

On June 30, 2008, our subsidiary, Huntsman (UK) Limited, entered into a $125 million short term
committed revolving credit facility maturing on June 28, 2009. In connection with an amendment to our
prior accounts receivable securitization program (“Prior A/R Program™) on November 13, 2008, we
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terminated this short term revolving credit facility of which nothing was drawn. See “Note 16.
Securitization of Accounts Receivable.”

Compliance with Covenants

Our management believes that we are in compliance with the covenants contained in the
agreements governing our debt instruments, including Huntsman International’s Senior Credit Facilities,
Huntsman International’s A/R Programs and the indentures governing Huntsman International’s notes.

We have only one financial covenant under Huntsman International’s Senior Credit Facilities—the
Leverage Covenant which applies to Huntsman International’s $650 million Revolving Facility. The
Leverage Covenant is applicable only if borrowings, letters of credit or guarantees are outstanding
under the Revolving Facility (cash collateralized letters of credit or guarantees are not deemed
outstanding). On April 16, 2009, Huntsman International entered into the Waiver with respect to the
Leverage Covenant. The Leverage Covenant, as amended pursuant to the Waiver, requires that the
Secured Leverage Ratio does not exceed 5.00 to 1.00. Huntsman International may consent to
terminating the Waiver in conjunction with a proposed amendment to the Revolving Facility we are
currently seeking. In that event, the Secured Leverage Ratio would return to 3.75 to 1.00.

If in the future Huntsman International is not able to meet the Secured Leverage Ratio, unless we
obtain an amendment or waiver (as to which we can provide no assurance), then, for so long as we did
not meet the Secured Leverage Ratio, we would not have access to the liquidity otherwise available
under our Revolving Facility. If we fail to meet the Secured Leverage Ratio at a time when we had
loans or letters of credit outstanding under the Revolving Facility, we would be in default under
Huntsman International’s Senior Credit Facilities, and, unless we obtain a waiver or forbearance with
respect to such default (as to which we can provide no assurance), we could be required to pay off the
balance of the Senior Credit Facilities in full and would not have further access to such facilities.

Our A/R Programs consist of two facilities: the $250 million U.S. A/R Program and the €225
(approximately $323 million) EU A/R Program. The agreements governing the U.S. A/R Program and
the agreements governing the EU A/R Program also contain certain financial covenants. Any material
failure to meet the applicable A/R Programs covenants in the future could lead to an event of default
under the A/R Programs, which could require us to cease our use of such facilities. Under these
circumstances, unless any default was remedied or waived, we would likely lose the ability to obtain
financing with respect to our trade receivables. A material default under the A/R Programs would also
constitute an event of default under Huntsman International’s Senior Credit Facilities, which could
require us to pay off the balance of the Senior Credit Facilities in full and could result in the loss of
the Senior Credit Facilities.

Short-Term and Long-Term Liquidity

We depend upon our cash, credit facilities, A/R Programs and other debt instruments to provide
liquidity for our operations and working capital needs. As of December 31, 2009, we had $2,510 million
of combined cash and unused borrowing capacity, consisting of $1,750 million in cash and restricted
cash, $617 million in availability under our Revolving Facility, $25 million in availability under our
European overdraft facility and $118 million in availability under our A/R Programs.

During 2009, we received settlement proceeds pursuant to the Texas Bank Litigation Settlement
Agreement, including $632 million of cash (that included reimbursement of $12 million of our litigation
costs). In addition, Huntsman International received $600 million for the 2016 Senior Notes and
$500 million pursuant to the Term Loan C financing. See “Note 26. Income (Expenses) Associated with
the Terminated Merger and Related litigation” to our consolidated financial statements.
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On July 23, 2009, Huntsman International redeemed in full all of its $296 million 11.625% senior
secured notes due October 2010. The total redemption payment, excluding accrued interest was
$305 million, which included principal of $296 million and a call premium of $9 million. On August 3,
2009, Huntsman International redeemed in full all of its $198 million 11.5% senior notes due July 2012.
The total redemption payment, excluding accrued interest was $204 million, which included principal of
$198 million and a call premium of $6 million. The total redemption payments, excluding accrued
interest, were a combined total of $509 million, including principal of $494 million and call premiums
of approximately $15 million.

For the year ended 2009, we paid cash taxes in the amount of $155 million primarily related to the
Texas Bank Litigation settlement.

Excluding the impact of the Texas Bank Litigation settlement, related taxes and the resulting
redemptions of our notes in 2009, our liquidity as of December 31, 2009—comprised of cash and
unused borrowing capacity—increased $136 million compared to December 31, 2008 in spite of the
impact of the worldwide recession on earnings. This was largely due to effective working capital
management, reduced capital expenditures and minimal scheduled debt maturities.

During 2010, we expect to spend between $250 million and $275 million for capital expenditures.
We expect to fund capital expenditures through a combination of available cash and cash flows from
operations.

Our liquidity can be significantly impacted by various factors. Concerning changes in working
capital components for the year ended December 31, 2009, our accounts receivable and inventory, net
of accounts payable, decreased by approximately $298 million, as reflected in our consolidated
statement of cash flows. Our inventories decreased by $351 million largely as a result of improved
inventory management efforts and reduced inventory costs. In addition, during the year ended
December 31, 2009, amounts outstanding under the A/R Program decreased by $192 million (from
$446 million as of December 31, 2008 to $254 million as of December 31, 2009). The reduction in
amounts outstanding under the A/R Program was largely due to our decreased need to utilize the
program as a result of our significant cash balances. We expect volatility in our working capital
components to continue.

On September 8, 2009, we announced the closure of our styrenics facility located at West
Footscray, Australia. We ceased operation of the West Footscray styrene plant on January 5, 2010 and
we expect to complete the subsequent closure of our polystyrene and expandable polystyrene plants
during the first quarter of 2010. During 2009, we recorded closure costs of approximately $63 million
($25 million primarily in severance, $8 million of contract termination costs and a $30 million
preliminary estimate of environmental remediation costs) and expect to incur other closure related
costs of approximately $7 million in 2010. We can provide no assurance that the eventual
environmental remediation costs will not be materially different from our current estimate. The closure
costs are expected to be funded as they are incurred over the next several years, with severance costs to
be paid primarily in 2010. For a discussion of restructuring, impairment and plant closing costs, see
“Note 10. Restructuring, Impairment and Plant Closing Costs” to our consolidated financial statements.

On April 29, 2006, we experienced fire damage at our Port Arthur, Texas facility. This facility has
been subsequently rebuilt and sold. In connection with this fire damage, we have received partial
insurance proceeds to date of $365 million. Binding arbitration to settle this claim began on
November 2, 2009. The binding arbitration is ongoing and further oral arguments have been scheduled
in March 2010. Prior to the commencement of the arbitration proceedings, we had claimed an
additional approximately $242 million plus interest as presently due and owing and unpaid under the
Policy for losses caused by the fire. The arbitration panel has made a preliminary ruling disallowing our
claim for interest. In addition, the arbitration panel has made certain preliminary rulings on some of
the discrete issues that so far effectively reduce the overall amount we have claimed by approximately
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$40 million. A final ruling on these and the various other outstanding issues under the claim are not
expected until after the oral arguments scheduled in March 2010. Collections on this insured loss, if
any, will represent additional income from discontinued operations for us upon final settlement, and
will be used to repay secured debt in accordance with relevant provisions of our debt agreements. See
“Note 19. Commitments and Contingencies—Port Arthur Plant Fire Insurance Litigation” and

“Note 25. Casualty Losses and Insurance Recoveries—Port Arthur, Texas Plant Fire” to our
consolidated financial statements.

During the year ended December 31, 2009, we made contributions to our pension and
postretirement benefit plans of $152 million. During 2010, we expect to contribute approximately
$124 million to these plans.

As of December 31, 2009, we currently have $431 million classified as current portion of debt
which consists of certain scheduled term payments and various short term facilities, including but not
limited to our HPS draft discounting facility in China with $53 million outstanding, our Australian
credit facilities with $34 million outstanding and certain other short term facilities totaling $48 million.
Although we cannot provide assurances, we intend to renew, repay or extend the majority of these
short-term facilities in the current period. In addition, on January 11, 2010 we redeemed the entire
$250 million principal amount ($236 million carrying value) of our outstanding Convertible Notes for
approximately $382 million. The carrying value of $236 million relating to the Convertible Notes was
classified as current as of December 31, 2009. See “Note 13. Debt—Convertible Notes” to our
consolidated financial statements.

Our $650 million Revolving Facility matures in August 2010. As of December 31, 2009, we had no
borrowings outstanding under our Revolving Facility, and we had approximately $33 million (U.S.
dollar equivalents) of letters of credit and bank guarantees issued and outstanding under our Revolving
Facility. We are currently seeking to amend our Revolving Facility to, among other things, reduce the
committed availability to $300 million and extend the maturity to four years from the date of the
amendment. No assurance can be given that we will obtain these amendments.

Due to our ample liquidity in 2009, the effect of the current credit environment has been limited
with regards to our need to access the credit markets. In addition, we have actively managed our credit
exposure to ensure minimal credit losses during the recent economic environment.

Contractual Obligations and Commercial Commitments

Our obligations under long-term debt (including the current portion), lease agreements and other
contractual commitments as of December 31, 2009 are summarized below (dollars in millions):

2010 2011 - 2012 2013 - 2014  After 2014 Total

Long-term debt, including current portion. ... ... $ 431 $102 $2,450 $1,229  $4,212
Interest(1). . ... oo 201 383 301 101 986
Operating leases .. .............. ... 46 77 63 63 249
Purchase commitments(2) .................. 582 332 138 74 1,126

Total(3)(4) . . ..o $1,260 $894 $2,952 $1,467  $6,573

(1) Interest calculated using interest rates as of December 31, 2009 and contractual maturity dates.
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(2) We have various purchase commitments extending through 2023 for materials, supplies and
services entered into in the ordinary course of business. Included in the purchase commitments
table above are contracts which require minimum volume purchases that extend beyond one year
or are renewable annually and have been renewed for 2010. Certain contracts allow for changes in
minimum required purchase volumes in the event of a temporary or permanent shutdown of a
facility. To the extent the contract requires a minimum notice period, such notice period has been
included in the above table. The contractual purchase price for substantially all of these contracts
is variable based upon market prices, subject to annual negotiations. We have estimated our
contractual obligations by using the terms of our 2009 pricing for each contract. We also have a
limited number of contracts which require a minimum payment even if no volume is purchased.
We believe that all of our purchase obligations will be utilized in our normal operations.

(3) Totals do not include commitments pertaining to our pension and other postretirement obligations.
Our estimated future contributions to our pension and postretirement plans are as follows (dollars
in millions):

5-Year

Average

2010 2011 -2012 2013 - 2014  Annual

Pensionplans . ............................. $112 $317 $295 $119
Other postretirement obligations .. .............. 12 24 23 10

(4) The above table does not reflect expected tax payments and unrecognized tax benefits due to the
inability to make a reasonably reliable estimate of the timing and amount to be paid. For
additional discussion on unrecognized tax benefits, see “Note 18. Income Taxes” to our
consolidated financial statement.

Off-Balance Sheet Arrangements
Receivables Securitization

For a discussion of our A/R Programs, see “Note 15. Securitization of Accounts Receivable” to our
consolidated financial statements. Upon adoption of new accounting guidance in 2010, we believe that
the receivables transferred into the A/R Programs will no longer meet the criteria for derecognition
and amounts outstanding will be accounted for as secured borrowings.

Guarantees

Our unconsolidated Saudi Joint Venture obtained various loan commitments in the aggregate
amount of approximately $195 million (U.S. dollar equivalents) of which $181 million, including bridge
loans, was drawn and outstanding as of December 31, 2009. We have provided certain guarantees of
approximately $14 million for these commitments and our guarantees will terminate upon completion
of the project and satisfaction of certain other conditions. We have estimated that the fair value of such
guarantees was nil as of the closing date of this transaction and, accordingly, no amounts have been
recorded.

We also guarantee certain obligations of Huntsman International in its capacity as a contributor
and servicer guarantor under the U.S. A/R Program.
Restructuring, Impairment and Plant Closing Costs

For a discussion of restructuring, impairment and plant closing costs, see “Note 10. Restructuring,
Impairment and Plant Closing Costs” to our consolidated financial statements.
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Legal Proceedings

For a discussion of legal proceedings, see “Note 19. Commitments and Contingencies—Legal
Matters” to our consolidated financial statements.

Environmental, Health and Safety Matters

For a discussion of environmental, health and safety matters, see “Note 20. Environmental, Health
and Safety Matters” to our consolidated financial statements.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

For a discussion of recently issued accounting pronouncements, see “Note 2. Summary of
Significant Accounting Policies—Recently Issued Accounting Pronouncements” to our consolidated
financial statements.

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements and related disclosures in conformity with accounting
principles generally accepted in the U.S. requires management to make judgments, estimates and
assumptions that affect the reported amounts in the consolidated financial statements. Our significant
accounting policies are summarized in “Note 2. Summary of Significant Accounting Policies” to our
consolidated financial statements. Summarized below are our critical accounting policies:

Fair Value

Pursuant to the Texas Bank Litigation Settlement Agreement, on June 22, 2009, Huntsman
International entered into an amendment of its Senior Credit Facilities that created Term Loan C with
a $500 million principal amount and also issued $600 million aggregate principal amount of 2016 Senior
Notes. In accordance with accounting guidance regarding fair value measurements, we recorded the
Term Loan C and the 2016 Senior Notes in our accounting records at fair values of $439 million and
$425 million, respectively, upon initial recognition in June 2009.

We primarily used the income approach to determine the fair value of these instruments. Fair
value represents the present value of estimated future cash flows calculated using interest rates that
were available to us for issuance of debt with similar terms, adjusted for differences in remaining
maturity using relevant debt yield curves.

Management used judgment with respect to assumptions used in estimating the fair values of the
Term Loan C and the 2016 Senior Notes. The effect of the following changes in certain key
assumptions is summarized as follows (dollars in millions):

Balance Sheet
Assumptions Impact(1)

Effective market yield
—1% INCTEASE . . . o v ottt $(45)
—1% deCrease . ... ... ... 47

(1) Estimated increase (decrease) to June 2009 fair values of Term Loan C and 2016 Senior
Notes

Pursuant to the Apollo Settlement Agreement, on December 23, 2008, we issued $250 million of
our Convertible Notes to Apollo affiliates under the Note Purchase Agreement. In accordance with
accounting guidance regarding fair value measurements, we recorded these Convertible Notes in our
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accounting records at a fair value of $235 million upon initial recognition in December 2008. As
previously noted, we repurchased these notes on January 11, 2010.

We primarily used the income approach to determine the fair value of the Convertible Notes. Fair
value is based on the present value of estimated future cash flows, calculated using management’s best
estimates of key assumptions including relevant interest rates, expected share volatility, dividend yields,
and the probabilities associated with certain features of the Convertible Notes. We also used the
market approach to assess comparables and corroborate the fair value determined using the income
approach.

Management used judgment with respect to assumptions used in estimating the fair value of the
Convertible Notes. The effect of the following changes in certain key assumptions is summarized as
follows (dollars in millions):

Balance Sheet
Assumptions Impact(1)

Expected volatility

—10% INCTEASE . .« o oottt et e e $6
—10% deCrease . . . . .. (7)
Effective market yield

— 1% INCTEASE . . . . (6)
—1% decrease . ... ... 6

(1) Estimated increase (decrease) to December 31, 2008 fair value of Convertible Notes

Revenue Recognition

We generate substantially all of our revenues through sales in the open market and long-term
supply agreements. We recognize revenue when it is realized or realizable and earned. Revenue for
product sales is recognized when a sales arrangement exists, risk and title to the product transfer to the
customer, collectibility is reasonably assured and pricing is fixed or determinable. The transfer of risk
and title to the product to the customer usually occurs at the time shipment is made.

Revenue arrangements that contain multiple deliverables, which relate primarily to the licensing of
technology, are evaluated in accordance with ASC 605-25, Revenue Recognition—Multiple-Element
Arrangements, to determine whether the arrangements should be divided into separate units of
accounting and how the arrangement consideration should be measured and allocated among the
separate units of accounting.

Inventories

Inventories are stated at the lower of cost or market, with cost determined using last-in first-out
(“LIFO”), first-in first-out, and average cost methods for different components of inventory. Market is
determined based on net realizable value for finished goods inventories and replacement cost for raw
materials and work-in-process inventories. In periods of declines in the selling prices of our finished
products, inventory carrying values may exceed the net realizable value upon sale, resulting in a lower
of cost or market charge. We evaluate the need for a lower of cost or market adjustment to inventories
based on the period-end selling prices of our finished products.

Long-Lived Assets

The useful lives of our property, plant and equipment are estimated based upon our historical
experience, engineering estimates and industry information and are reviewed when economic events
indicate that we may not be able to recover the carrying value of the assets. The estimated lives of our
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property range from 3 to 33 years and depreciation is recorded on the straight-line method. Inherent in
our estimates of useful lives is the assumption that periodic maintenance and an appropriate level of
annual capital expenditures will be performed. Without on-going capital improvements and
maintenance, the productivity and cost efficiency declines and the useful lives of our assets would be
shorter.

Management uses judgment to estimate the useful lives of our long-lived assets. At December 31,
2009, if the estimated useful lives of our property, plant and equipment had either been one year
greater or one year less than their recorded lives, then depreciation expense for the year ended
December 31, 2009 would have been approximately $27 million less or $31 million greater, respectively.

We are required to evaluate our plant assets whenever events indicate that the carrying value may
not be recoverable in the future or when management’s plans change regarding those assets, such as
idling or closing a plant. We evaluate impairment by comparing undiscounted cash flows of the related
asset groups that are largely independent of the cash flows of other asset groups to their carrying
values. Key assumptions in determining the future cash flows include the useful life, technology,
competitive pressures, raw material pricing and regulations. In connection with our asset evaluation
policy, we reviewed all of our long-lived assets for indicators that the carrying value may not be
recoverable and determined that such indicators did not exist as of December 31, 2009.

Goodwill

We test our goodwill for impairment at least annually (at the beginning of the third quarter) and
when events and circumstances change that would more likely than not reduce the fair value of a
reporting unit below its carrying amount. Goodwill has been assigned to reporting units for purposes of
impairment testing. Currently, substantially all of our goodwill balance relates to our Advanced
Materials reporting unit.

Fair value is estimated using the market approach, as well as the income approach based on
discounted cash flow projections. The estimated fair values of our reporting units are dependent on
several significant assumptions including, among others, market information, operating results, earnings
projections and anticipated future cash flows.

We tested goodwill for impairment at the beginning of the third quarter of 2009 as part of the
annual impairment testing procedures and determined that no goodwill impairment existed. The results
of our annual impairment testing indicated the excess of fair value of our Advanced Materials reporting
unit over its carrying value was approximately $600 million.

In the first half of 2009, our market capitalization was below the net book value of our Company.
We have evaluated the movement in our stock price as it relates to the fair values of our reporting
units. Based on this evaluation, we determined that we did not have a triggering event that would
require an interim goodwill impairment test. As of December 31, 2009, our market capitalization was
well in excess of the net book value of our Company.

Restructuring and Plant Closing Costs

We have recorded restructuring charges in recent periods in connection with closing certain plant
locations, workforce reductions and other cost savings programs. These charges are recorded when
management has committed to a plan and incurred a liability related to the plan. Also in connection
with the Textile Effects Acquisition, we recorded liabilities for workforce reduction, non-cancelable
lease termination costs and demolition, decommissioning and other restructuring costs. Estimates for
plant closing costs include the write-off of the carrying value of the plant, any necessary environmental
and/or regulatory costs, contract termination and demolition costs. Estimates for workforce reductions
and other costs savings are recorded based upon estimates of the number of positions to be terminated,
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termination benefits to be provided and other information, as necessary. While management evaluates
the estimates on a quarterly basis and will adjust the reserve when information indicates that the
estimate is above or below the initial estimate, management’s estimates on a project-by-project basis
have not varied to a material degree. For further discussion of our restructuring activities, see

“Note 10. Restructuring, Impairment and Plant Closing Costs” to our consolidated financial statements.

Income Taxes

We use the asset and liability method of accounting for income taxes. Deferred income taxes
reflect the net tax effects of temporary differences between the carrying amounts of assets and
liabilities for financial and tax reporting purposes. We evaluate deferred tax assets to determine
whether it is more likely than not that they will be realized. Valuation allowances are reviewed each
period on a tax jurisdiction by tax jurisdiction basis to analyze whether there is sufficient positive or
negative evidence to support a change in judgment about the realizability of the related deferred tax
assets. Uncertainties regarding expected future income in certain jurisdictions could affect the
realization of deferred tax assets in those jurisdictions.

We do not provide for income taxes or benefits on the undistributed earnings of our non-U.S.
subsidiaries as earnings are reinvested and, in the opinion of management, will continue to be
reinvested indefinitely.

We adopted new accounting guidance regarding uncertainty in income taxes on January 1, 2007,
the cumulative effect of which was not significant. This new accounting guidance clarified the
accounting for uncertainty in income taxes by prescribing a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected
to be taken in a tax return. The application of income tax law is inherently complex. We are required
to determine if an income tax position meets the criteria of more-likely-than-not to be realized based
on the merits of the position under tax law, in order to recognize an income tax benefit. This requires
us to make many assumptions and judgments regarding the merits of income tax positions and the
application of income tax law. Additionally, if a tax position meets the recognition criteria of
more-likely-than-not we are required to make judgments and assumptions to measure the amount of
the tax benefits to recognize based on the probability of the amount of tax benefits that would be
realized if the tax position was challenged by the taxing authorities. Interpretations and guidance
surrounding income tax laws and regulations change over time. As a consequence, changes in
assumptions and judgments can materially affect amounts recognized in the consolidated financial
statements.

Employee Benefit Programs

We sponsor several contributory and non-contributory defined benefit plans, covering employees
primarily in the U.S., the U.K., the Netherlands, Belgium and Switzerland, but also covering employees
in a number of other countries. We fund the material plans through trust arrangements (or local
equivalents) where the assets are held separately from us. We also sponsor unfunded postretirement
plans which provide medical and life insurance benefits covering certain employees in the U.S. and
Canada. Amounts recorded in the consolidated financial statements are recorded based upon actuarial
valuations performed by various independent actuaries. Inherent in these valuations are numerous
assumptions regarding expected return on assets, discount rates, compensation increases, mortality rates
and health care costs trends. These assumptions are disclosed in “Note 17. Employee Benefit Plans” to
our consolidated financial statements.
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Management, with the advice of its actuaries, uses judgment to make assumptions on which our
employee pension and postretirement benefit plan obligations and expenses are based. The effect of a
1% change in three key assumptions is summarized as follows (dollars in millions):

Statement of Balance Sheet

Assumptions Operations(1) Impact(2)
Discount rate

—1% InCrease . . .. ... $(25) $(391)
—1% decrease . ... 29 457

Expected return on assets

—1% INCIease . . . .. (10) —

—1% decrease . ... 10 —

Rate of compensation increase

—1% INCIease . . . . .o ov vttt 20 116

—1% decrease . ... ... ... (18) (110)

(1) Estimated increase (decrease) on 2009 net periodic benefit cost

(2) Estimated increase (decrease) on December 31, 2009 pension and postretirement
liabilities and accumulated other comprehensive (loss) income

Environmental Reserves

Environmental remediation costs for our facilities are accrued when it is probable that a liability
has been incurred and the amount can be reasonably estimated. Estimates of environmental reserves
require evaluating government regulation, available technology, site-specific information and
remediation alternatives. We accrue an amount equal to our best estimate of the costs to remediate
based upon the available information. The extent of environmental damage may not be fully known and
the processes and costs of remediation may change as new information is obtained or technology for
remediation is improved. Our process for estimating the expected cost for remediation considers the
information available, technology that can be utilized and estimates of the extent of environmental
damage. Adjustments to our estimates are made periodically based upon additional information
received as remediation progresses. For further information, see “Note 20. Environmental, Health and
Safety Matters” to our consolidated financial statements.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to market risks, such as changes in interest rates, foreign exchange rates and
commodity pricing risks. From time to time, we enter into transactions, including transactions involving
derivative instruments, to manage certain of these exposures. We also hedge our net investment in
certain European operations. Changes in the fair value of the hedge in the net investment of certain
European operations are recorded in accumulated other comprehensive income (loss).

All derivatives, whether designated in hedging relationships or not, are recorded on our balance
sheet at fair value. If the derivative is designated as a fair value hedge, the changes in the fair value of
the derivative and the hedged items are recognized in earnings. If the derivative is designated as a cash
flow hedge, changes in the fair value of the derivative are recorded in accumulated other
comprehensive (loss) income, to the extent effective, and will be recognized in the income statement
when the hedged item affects earnings. Changes in the fair value of the hedge in the net investment of
certain international operations are recorded in other comprehensive income, to the extent effective.
The effectiveness of a cash flow hedging relationship is established at the inception of the hedge, and
after inception we perform effectiveness assessments at least every three months. A derivative
designated as a cash flow hedge is determined to be effective if the change in value of the hedge
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divided by the change in value of the hedged item is within a range of 80% to 125%. Hedge
ineffectiveness in a cash flow hedge occurs only if the cumulative gain or loss on the derivative hedging
instrument exceeds the cumulative change in the expected future cash flows on the hedged transaction.
For a derivative that does not qualify or has not been designated as a hedge, changes in fair value are
recognized in earnings.

INTEREST RATE RISKS

Through our borrowing activities, we are exposed to interest rate risk. Such risk arises due to the
structure of our debt portfolio, including the duration of the portfolio and the mix of fixed and floating
interest rates. Actions taken to reduce interest rate risk include managing the mix and rate
characteristics of various interest bearing liabilities, as well as entering into interest rate derivative
instruments.

From time to time, we may purchase interest rate swaps and/or interest rate collars to reduce the
impact of changes in interest rates on our floating-rate long-term debt. Under interest rate swaps, we
agree with other parties to exchange, at specified intervals, the difference between fixed-rate and
floating-rate interest amounts calculated by reference to an agreed notional principal amount. The
collars entitle us to receive from the counterparties (major banks) the amounts, if any, by which our
interest payments on certain of our floating-rate borrowings exceed a certain rate, and require us to
pay to the counterparties (major banks) the amount, if any, by which our interest payments on certain
of our floating-rate borrowings are less than a certain rate.

On December 9, 2009, we entered into a five-year year interest rate contract to hedge the
variability caused by monthly changes in cash flow due to associated changes in LIBOR under our
Senior Credit Facilities. The notional value of this contract is $50 million and was designated as a cash
flow hedge. The effective portion of the changes in the fair value of the swap were recorded in
accumulated other comprehensive (loss) income. We will pay a fixed 2.6% on the hedge and receive
the one-month LIBOR rate. As of December 31, 2009, the fair value of the hedge was $1 million and
is recorded in other noncurrent assets.

In addition, on January 14, 2010 we entered into five-year interest rate contract to hedge the
variability caused by monthly changes in cash flow due to associated changes in LIBOR under our
Senior Credit Facilities. The notional value of this contract is $50 million and was designated as a cash
flow hedge. The effective portion of the changes in the fair value of the swap were recorded in
accumulated other comprehensive (loss) income. We will pay a fixed 2.8% on the hedge and receive
the one-month LIBOR rate.

Interest rate contracts were recorded as a component of other noncurrent assets and liabilities as
of December 31, 2009. The effective portion of the changes in the fair value of the swap were recorded
in accumulated other comprehensive (loss) income. As of December 31, 2009, the fair value was not
considered significant. As of December 31, 2009 and 2008, we had contracts with an aggregate notional
amount of $61 million and $13 million, respectively.

For the years ended December 31, 2009 and 2008, the changes in accumulated other
comprehensive (loss) income associated with cash flow hedging activities were not considered
significant.

During 2010, interest expense of nil is expected to be reclassified to earnings. The actual amount
that will be reclassified to earnings over the next twelve months may vary from this amount due to
changing market conditions. We are exposed to credit losses in the event of nonperformance by a
counterparty to the derivative financial instruments. We anticipate, however, that the counterparties will
be able to fully satisfy their obligations under the contracts. Market risk arises from changes in interest
rates.
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A one-percentage-point change in interest rates would not have a significant impact on our
outstanding interest rate hedge.

FOREIGN EXCHANGE RATE RISK

Our cash flows and earnings are subject to fluctuations due to exchange rate variation. Our
revenues and expenses are denominated in various currencies. We enter into foreign currency derivative
instruments to minimize the short-term impact of movements in foreign currency rates. Where
practicable, we generally net multicurrency cash balances among our subsidiaries to help reduce
exposure to foreign currency exchange rates. Certain other exposures may be managed from time to
time through financial market transactions, principally through the purchase of spot or forward foreign
exchange contracts (generally with maturities of one year or less). We do not hedge our currency
exposures in a manner that would eliminate the effect of changes in exchange rates on our cash flows
and earnings. As of December 31, 2009, we had approximately $100 million notional amount (in U.S.
dollar equivalents) outstanding in foreign currency contracts with a term of approximately one month.
A one-percentage-point change in foreign exchange rates would not have a significant impact on these
foreign exchange contracts.

On January 15, 2008, we entered into a series of forward foreign currency contracts in our
Pigments segment to partially hedge the impact, for up to one year, of movements in foreign currency
rates associated with the purchases of raw materials and sales of pigment in non-functional currencies.
During the first quarter of 2009, any remaining contracts matured and the realized gains (losses)
recorded in the consolidated statements of operations were not considered significant. As of
December 31, 2008, these contracts had a notional amount of approximately $9 million and were
designated as cash flow hedges. As of December 31, 2008, the fair value of these contracts was not
considered significant. For the year ended December 31, 2008, the effective portion of the changes in
the fair value was not significant with ineffectiveness of $1 million recorded as a decrease in sales,
$1 million recorded as a reduction in cost of sales and a foreign currency loss of $1 million.

On October 24, 2008, we unwound a cross currency interest rate swap pursuant to which we had
swapped $153 million of LIBOR floating rate debt payments for €116 million of EURIBOR floating
rate debt payments. This swap was not designated as a hedge for financial reporting purposes. For the
years ended December 31, 2008 and 2007, we recorded a foreign currency gain (loss) on this swap of
$21 million and ($17) million, respectively, in the consolidated statements of operations.

On October 24, 2008, we unwound a cross currency interest rate swap pursuant to which we had
swapped $96 million of LIBOR floating rate debt payments for €71 million of EURIBOR floating rate
debt payments. This swap was designated as a hedge of a net investment for financial reporting
purposes. We received a cash benefit from the unwind of $3 million in the fourth quarter of 2008. For
the years ended December 31, 2008 and 2007, the effective portion of the changes in the fair value of
$14 million and ($8) million, respectively, was recorded as income (loss) in other comprehensive (loss)
income, with ineffectiveness of $2 million and nil, respectively, recorded in interest expense in our
consolidated statements of operations.

On July 12, 2007, we unwound a cross currency interest rate swap pursuant to which we had
swapped $31 million of 11.0% fixed rate debt for €25 million of 9.4% fixed rate debt. The swap was
not designated as a hedge for financial reporting purposes. We recorded an unrealized foreign currency
loss on this swap of $2 million in our consolidated statements of operations for the year ended
December 31, 2007.

A significant portion of our debt is denominated in euros. We also finance certain of our non-U.S.
subsidiaries with intercompany loans that are, in many cases, denominated in currencies other than the
entities’” functional currency. We manage the net foreign currency exposure created by this debt through
various means, including cross-currency swaps, the designation of certain intercompany loans as
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permanent loans because they are not expected to be repaid in the foreseeable future (“permanent
loans™) and the designation of certain debt and swaps as net investment hedges.

Foreign currency transaction gains and losses on intercompany loans that are not designated as
permanent loans are recorded in earnings. Foreign currency transaction gains and losses on
intercompany loans that are designated as permanent loans are recorded in other comprehensive
income. From time to time, we review such designation of intercompany loans.

We review our non-U.S. dollar denominated debt to determine the appropriate amounts
designated as hedges. As of December 31, 2009, we have designated approximately €325 million
(approximately $466 million) of euro-denominated debt as a hedge of our net investment. For the years
ended December 31, 2009, 2008 and 2007, the amount of (loss) gain recognized on the hedge of our
net investment was $(5) million, $31 million and $(58) million, respectively, and was recorded in other
comprehensive income (loss). As of December 31, 2009, we had approximately €957 million
(approximately $1,373 million) in net euro assets.

ComMmMoODITY PRICES RISK

Our exposure to changing commodity prices is somewhat limited since the majority of our raw
materials are acquired at posted or market related prices, and sales prices for many of our finished
products are at market related prices which are largely set on a monthly or quarterly basis in line with
industry practice. Consequently, we do not generally hedge our commodity exposures.

CONTROLS AND PROCEDURES
EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

Our management, with the participation of our chief executive officer and chief financial officer,
has evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e)
and 15d-15(e) under the Securities Exchange Act of 1934 (the “Exchange Act”) as of December 31,
2009. Based on this evaluation, our chief executive officer and chief financial officer have concluded
that, as of December 31, 2009, our disclosure controls and procedures were effective, in that they
ensure that information required to be disclosed by us in the reports that we file or submit under the
Exchange Act is (1) recorded, processed, summarized and reported within the time periods specified in
the SEC’s rules and forms, and (2) accumulated and communicated to our management, including our
chief executive officer and chief financial officer, as appropriate to allow timely decisions regarding
required disclosure.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING

No changes to our internal control over financial reporting occurred during the quarter ended
December 31, 2009 that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the
Exchange Act).

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining adequate internal control over
financial reporting. Our internal control framework and processes are designed to provide reasonable
assurance to management and our Board of Directors regarding the reliability of financial reporting
and the preparation of our consolidated financial statements in accordance with accounting principles
generally accepted in the United States of America.
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Our internal control over financial reporting includes those policies and procedures that:

* pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of our Company;

* provide reasonable assurance that transactions are recorded properly to allow for the
preparation of financial statements in accordance with generally accepted accounting principles,
and that receipts and expenditures of our Company are being made only in accordance with
authorizations of management and Directors of our Company;

 provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use or disposition of our assets that could 