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Basis of Presentation

In this Annual Report on Form 10-K, the term “Cadse” refers to Celanese Corporation, a Delaware
corporation, and not its subsidiaries. The termas‘tbompany,” “we,” “our” and “us” refer to Celanese and
its subsidiaries on a consolidated basis. The t&8P Crystal” refers to our subsidiary, BCP CrgbtUS
Holdings Corp., a Delaware corporation, and nositissidiaries. The term “Purchaser” refers to subsidiary,
Celanese Europe Holding GmbH & Co. KG, formerly wmoas BCP Crystal Acquisition GmbH & Co. KG, a
German limited partnershipommanditgesellschaft, K{z and not its subsidiaries, except where otherwise
indicated. The term “Original Shareholders” redecollectively, to Blackstone Capital Partnersyi@an) Ltd.
1, Blackstone Capital Partners (Cayman) Ltd. 2¢cBdtone Capital Partners (Cayman) Ltd. 3 and BAit@hp
Investors Sidecar Fund, L.P. The terms “Sponsamd “Advisor” refer to certain affiliates of ThBlackstone
Group. For accounting purposes, Celanese andntsotidated subsidiaries are referred to as thect8ssor.”

Celanese AG is incorporated as a stock corpordtiddiengesellschaftAG) organized under the laws of
the Federal Republic of Germany. As used in thiudwent, the term “CAG” refers to (i) prior to the
Restructuring, Celanese AG and Celanese Americgsotation, their consolidated subsidiaries, theinn
consolidated subsidiaries, ventures and other imezss, and (ii) following the Restructuring, Cedar AG, its
consolidated subsidiaries, its non-consolidatedislidries, ventures and other investments, extepitith
respect to shareholder and similar matters wheredahtext indicates, “CAG” refers to Celanese Atbr
accounting purposes, “Predecessor” refers to G&@ its subsidiaries.

In October 2004, Celanese and certain of its sidrsé$ completed an organizational restructurihg (t
“Restructuring”) pursuant to which the Purchaséfiected, by giving a corresponding instruction emntthe
Domination Agreement (as defined in “Managememtiscussion and Analysis of Financial Condition and
Results of Operations—Basis of Presentation—Impfthe Acquisition of Celanese AG )he transfer of all c
the shares of Celanese Americas Corporation (“CA@m Celanese Holding GmbH, a wholly owned
subsidiary of CAG, to Celanese Caylux Holdings Lmkeurg, formerly BCP Caylux Holdings Luxembourg
S.C.A. (“Celanese Caylux”), which resulted in @akse Caylux owning 100% of the equity of CAC and
indirectly, all of its assets, including subsidiatpck. Thereafter, Celanese Caylux transferreticeassets,
including its equity ownership interest in CAC t€B Crystal.

As of the date of this Annual Report, Celanesetivasclasses of common stock, Series A common stock
and Series B common stock, and convertible perpptegerred stock. In January 2005, Celanese caeublen
initial public offering of 50,000,000 shares of ®erA common stock. The Series A common stock tirecly
held by public shareholders, the Original Sharedislénd certain directors, officers and employédiseo
Company. None of the Series B common stock is ésame outstanding. As used in this Annual Repbe term
“common stock” means the Series A common stocid the term “preferred stock” means the conveetib
perpetual preferred stock, in each case unlessvateespecified.

Pursuant to a voluntary tender offer commencecebrary 2004, the Purchaser, an indirect wholly-@dvn
subsidiary of the Company, in April 2004 acquirggr@oximately 84% of the ordinary shares of CelarfgSe



(the “CAG Shares”) outstanding. All referencestiris document to the outstanding ordinary shafes o
CAG (as defined below) exclude treasury sharegssneéxpressly stated otherwise. Pursuant to a rioapdsfer
commenced in September 2004 and continuing asealdte of this document, the Purchaser acquireitiaul
CAG shares. In August 2005, the Purchaser acgapedoximately 5.9 million, or approximately 12%,tbé
outstanding CAG Shares from two shareholders. Aesalt of these acquisitions, partially offset hg tssuance
of additional CAG shares as a result of the exerofoptions issued under the CAG stock option ,pdarof the
date of this document, we own approximately 98%hefoutstanding CAG shares. The mandatory offdr wil
remain open until two months following final restidun of the minority shareholder award proceedipgsding
in German courts.

Following the transfer of CAC to BCP Crystal, (1B Crystal Holdings Ltd. 2 contributed substaniall
of its assets and liabilities (including all outeding capital stock of Celanese Caylux) to BCP Giyand (2)
BCP Crystal assumed certain obligations of Cela@ssdux, including all rights and obligations of |@eese
Caylux under the senior credit facilities, the flog rate term loan and the notes.

BCP Crystal Holdings Ltd. 2 reorganized as a Detavianited liability company and changed its name t
Celanese Holdings LLC. Blackstone Crystal HoldiGggital Partners (Cayman) IV Ltd. reorganized as a
Delaware corporation and changed its name to Ce¢a@erporation. BCP Crystal, at its discretion, may
subsequently cause the liquidation of Celaneseuayl

As a result of these transactions, BCP Crystalthd@D% of CAC’s equity and, indirectly, all equiwned
by CAC in its subsidiaries. In addition, BCP Crystalds, indirectly, all of the outstanding commsinck of
CAG held by the Purchaser and all of the wholly edisubsidiaries of Celanese that guarantee Celanese
Caylux’s obligations under the senior credit fdigiB and guarantee the senior subordinated natesdon June
8, 2004 and July 1, 2004 on an unsecured seniardinated basis.

The term “Concurrent Financings” refers, collegly, to the offering of our Series A common staitle
offering of our preferred stock, the entering inf@mur amended and restated senior credit facldied the use
proceeds therefrom in each case. See “Marketf®Registrans Common Equity, Related Stockholder Mat
and Company Purchases of Equity Securities—Useanfeeds.” The term “Transactions” refers, colieely,
to the Tender Offer, the borrowing of the origii&08 million term loan and the $1,565 million senio
subordinated bridge loan facilities on April 6, 20¢he June and July 2004 repayment of the senlmwordinated
bridge loan facilities and the borrowing of the 838 illion floating rate term loan and the $1,225liom and
€200 million of senior subordinated notes (such Jama July 2004 repayment and borrowings, the
“Refinancing™) and the issuance in September 2004853 million aggregate principal amount at migju
(with $513 million in gross proceeds) of senioradignt notes. See “Management’s Discussion and ysigabf

Financial Condition and Results of Operations—Lififyi’.

The consolidated financial statements of the Swsmrdsr the year ended December 31, 2005 and éor th
nine months ended December 31, 2004, and the d¢datal financial statements of the Predecessdhéothree
months ended March 31, 2004 and for the year eBéegmber 31, 2003 contained in this annual report
(collectively, the “Consolidated Financial Statem®’) were prepared in accordance with accoungirigciples
generally accepted in the United States (“U.S. @X\for all periods presented. The Consolidatedaricial
Statements and other financial information inclugethis document, unless otherwise specified, Heaan
presented to separately show the effects of disuoed operations.

CAG is a foreign private issuer and previouslydiles consolidated financial statements as of Septs
30, 2005 and 2004 in its Annual Report on FornF201 accordance with German law, the reportingenay of
the CAG consolidated financial statements is thre.efis a result of the Purchasgdcquisition of voting contre
of CAG, the financial statements of CAG containedhis document are reported in U.S. dollars todmesistent
with our reporting requirements. For CAG'’s repagtiequirements, the euro continues to be the rggort
currency.

Market Industry and Data Forecasts

This document includes industry data and foredhstisCelanese has prepared based, in part, upastigd
data and forecasts obtained from industry pubbicatiand surveys and internal company surveys. Jarty
industry publications and surveys and forecasteigdly state that the information contained thefras been
obtained from sources believed to be reliablehis document, the terms “SRI Handbook,” “CMAI Nfeanol



Analysis,” “Nexant Chem Study 2003,” “Nexant @m Study 2002” and “Tecnon Orbichem Survey”
refer to the SRInternational Chemical Economics HandbqdBMAI 2004 World Methanol AnalysjsNexant
Chem SystemSeptember 2003 PERP Acetic Acid Studgxant Chem Systenkebruary 2002 Vinyl Acetate
Studyand Tecnon Orbichercetic Acid and Vinyl Acetate World Surfeyrth quarter 2005 report, respectiv:
The statements regarding Celanese’s market positithiis document are based on information derivech the
SRI Handbook, CMAI Methanol Analysis, Techon OrldohSurvey, Nexant Chem Study 2002 and Nexant
Chem Study 2003.

AO Plus™, BuyTiconaDirect™, CelActi®¥, Celanex®, Celcon®, Celstrar®, Celvolit® , Compel®,
GUR®, Hoecaf® , Hostaform® , Impet® , Impet-HI® , Mowilith ® , Nutrinova® DHA, Riteflex®, Sunett®,
Topas®, Vandar®, VAntage™, Vectr& , Vectran® , Vinamul®, Elite® , Durosef® and certain other produc
and services named in this document are registeaddmarks and service marks of CAG. Acétés a
registered trademark of Acetex Corporation, a sliasi of the Company. Fortrdhis a registered trademark of
Fortron Industries, a venture of Celanese.

Special Note Regarding Forward-Looking Statements

Investors are cautioned that the forward-lookirdeshents contained in this Annual Report involvéhbo
risk and uncertainty. Many important factors cocddise actual results to differ materially from thasticipated
by these statements. Many of these factors area@e@nomic in nature and are, therefore, beyonatowirol.
See “Management’s Discussion and Analysis of FamrCondition and Results of Operations—Forward-
Looking Statements May Prove Inaccurate.”

Item 1. Business

Celanese Corporation

We are an integrated global producer of value-adiaéwlstrial chemicals and have the first or second
market positions worldwide in products comprisihg majority of our sales. We are the wosltirgest product
of acetyl products, including acetic acid and viagetate monomer ("VAM"), polyacetal products ("POQMs
well as a leading global producer of high-perforegangineered polymers used in consumer and inalustr
products and designed to meet highly technicalocnst requirements. Our operations are located mhNo
America, Europe and Asia. In addition, we have tarigal ventures primarily in Asia. We believe we ane of
the lowesteost producers of key building block chemicalshia &cetyls chain, such as acetic acid and VAM,
to our economies of scale, operating efficiencies roprietary production technologies.

We have a large and diverse global customer bassstimg principally of major companies in a broad
array of industries. For the year ended DecembgP@d5, approximately 36% of our net sales wemigiomer
located in North America, approximately 40% to ousérs in Europe and Africa and approximately 24% to
customers in Asia, Australia, and the rest of tloeldv

Segment Overview

We operate principally through four business segmé&Phemical Products, Technical Polymers Ticona,
Acetate Products and Performance Products. The kehbw illustrates each segment’s net sales &rmeai
customers for the year ended December 31, 2008elhas each segment’s major products and end askets.

Technical Performance
Chemical Products Polymers Ticona Acetate Products®® Products




2005 Net Sale§!

Major Products

Major End-Use
Markets

$4,200 million

*Acetic acid

*Vinyl acetate monomer
(VAM)

«Polyvinyl alcohol (PVOH)
*Emulsions

«Acetic anhydride
*Acetate esters
«Carboxylic acids
*Methanol

«Paints
«Coatings
*Adhesives
sLubricants
*Detergents

$887 million

POM

*UHMW-PE (GUR)
eLiquid crystal polymers
(Vectra)
*Polyphenylene sulfide
(Fortron)

*Fuel system components
eConveyor belts
*Electronics

*Seat belt mechanisms

$659 million

*Acetate tow

«Filter products

$180 million

*Sunett sweetener
*Sorbates

*Beverages
*Confections
*Baked goods
eDairy products

(1) Consolidated net sales of $6,070 million for tharyended December 31, 2005, also include $144amilfi net sales from Other Activitie
primarily attributable to our captive insurance @amies and our AT Plastics business. Net sale808 2f Chemical Products excludes
inter-segment sales of $136 million for the yeateshDecember 31, 2005.

(2) In 2005, we exited the acetate filament busirsesl commenced consolidating our flake and towdyrtion to three sites, instead of five.

Chemical Products

Our Chemical Products segment produces and sumgaedyl products, including acetic acid, acetateres
VAM, polyvinyl alcohol and emulsions. We are a leggglobal producer of acetic acid, the world'glest
producer of VAM and the largest North American proer of methanol, the major raw material usedHer t
production of acetic acid. We are also the largestvinyl alcohol producer in North America. Thga®ducts
are generally used as building blocks for valueeadgroducts or in intermediate chemicals usedearptints,
coatings, inks, adhesives, films, textiles anddod products industries. Other chemicals producehis
segment are organic solvents and intermediatgshfammaceutical, agricultural and chemical produets.the
year ended December 31, 2005, net sales to exwrsgmers of acetyls were $1,966 million, acegyivéhtives
and polyols were $1,003 million and all other beswlines combined were $1,231 million.

Technical Polymers Ticona

Our Technical Polymers Ticona segment (“Ticonaé&velops, produces and supplies a broad portfélio o
high performance technical polymers for applicaiibautomotive and electronics products and iniothe
consumer and industrial applications, often replaenetal or glass. Together with our 45%-owned went
Polyplastics Co., Ltd. ("Polyplastics"), our 50%-wed venture Korea Engineering Plastics Company; btd.
KEPCO, and Fortron Industries, our 50-50 venturth Wiureha Chemicals Industry of Japan, we are diriga
participant in the global technical polymers bus&i€rhe primary products of Ticona are polyaceatadipcts or
POM, and GUR, an ultra-high molecular weight pdhyétne. POM is used in a broad range of products
including automotive components, electronics amliapces. GUR is used in battery separators, camnasits,
filtration equipment, coatings and medical devid¢es. the year ended December 31, 2005, sales ¢onekt
customers in this segment were $887 million.

Acetate Products

Our Acetate Products segment primarily producessaipglies acetate tow, which is used in the pradoct
of filter products. We are one of the world’s lagglproducers of acetate tow, including productigrobr
ventures in China. In October 2004, we announcadspio consolidate our acetate flake and tow matwiag
by early 2007 and to exit the acetate filamentress, which ceased production in April 2005. Th&tnucturing
is being implemented to increase efficiency, redmar-capacities in certain manufacturing areastaridcus



on products and markets that provide long-terme/dfior the year ended December 31, 2005, sales to
external customers in this segment were $659 millio

Performance Products

The Performance Products segment operates undeatieename of Nutrinova and produces and sells
Sunett high intensity sweetener and food protedtigredients, such as sorbates, for the food, lageeand
pharmaceuticals industries. For the year endedrleee31, 2005, sales to external customers irsggsent
were $180 million.

Competitive Strengths
We benefit from a number of competitive strengthsluding the following:
Leading Market Positions

We have the first or second market positions glgbalproducts that make up a majority of our salde
are a leading global producer of acetic acid aedatbrld’s largest producer of VAM. Ticona and oentures,
Polyplastics and KEPCO, are leading suppliers dflRMd other engineering resins in North America,dpe
and the Asia/Pacific region. Our leadership posgtiare based on our large share of global productpacity,
operating efficiencies, proprietary technology anchpetitive cost structures in our major products.

Proprietary Production Technology and Operating Eagiise

Our production of acetyl products employs industgding proprietary and licensed technologies pidiclg
our proprietary AO Plus acid-optimization techngldgr the production of acetic acid and VAntagewin
acetate monomer technology. AO Plus enables plp#dity to be increased with minimal investmentilevh
VAntage enables significant increases in productifficiencies, lower operating costs and increasespacity
at ten to fifteen percent of the cost of buildingeav plant.

Low Cost Producer

Our competitive cost structures are based on ecmsonf scale, vertical integration, technical knbow
and the use of advanced technologies.

Global Reach

We operate thirty-one production facilities throonghthe world. The ventures in which we participate
operate ten additional facilities. We have a strand growing presence in Asia (particularly in GirOur
infrastructure of manufacturing plants, terminalsg sales offices provides us with a competitiveaathge in
anticipating and meeting the needs of our globdllanal customers in well-established and growirsghkats,
while our geographic diversity reduces the potéimigact of volatility in any individual country aegion.

International Strategic Investments

Our strategic investments, including our ventuhesie enabled us to gain access, minimize costs and
accelerate growth in new markets, while also gdimgyaignificant cash flow and earnings. Our equity
investments and cost investments represent an temga@omponent of our growth strategy. During thary
ended December 31, 2005, we received $66 milli@h%@® million in dividends from our strategic eguéind
cost investments, respectively. Also, for the yaated December 31, 2005, we recorded $61 millicaafings
from our equity investments in equity in net eagsifirom affiliates. See Note 10 to the Consolidddncial
Statements and "Investments" commencing on pa@é tts Item 1 for additional information on ourwety anc
cost investments.

Diversified Products and End-Use Markets

We offer our customers a broad range of productsvinide variety of endise markets. For example, Tict
offers customers a broad range of high-quality eegjing plastics to meet the needs of customerarmerous
end-use markets, such as automotive, electricetfelacs, appliance and medical. Chemical Prodhats
leading market positions in an integrated chaihasfic and performance-based acetyl products, stddliverse
industrial applications. This product diversity andrket exposure help us to reduce the potentighainof
volatility in any individual market segment.



Business Strategies

We are focused on increasing operating cash flpvaditability, return on investment and shareholder
value, which we believe can be achieved throughidh@wing business strategies:

Maintain Cost Advantage and Productivity Leadership

We continually seek to reduce our production andmeaterial costs. In July 2005 we commenced
purchasing most of our North American internal naettl requirements from Southern Chemical Corpanatio
under a multiyear agreement at a lower cost than we could maturgaourselves. Our advanced process co
("APC") projects generate savings in energy andme#erials while increasing yields in productioritsinMost
significantly, Six Sigma is a pervasive and impottmol in both operations and administration fohiaving
greater productivity and growth. We continue touf®on opportunities and process technology impreves
focused on energy reduction. We will continue udiegt practices to reduce costs and increase eqatpm
reliability in maintenance and project engineering.

Focused Business Investment

We intend to continue investing strategically iowth areas, including new production capacity, Xteed
our global market leadership position. Historicattyr strong market position has enabled us t@teitapacity
growth to take advantage of projected demand groWdhexample, we are building a 600,000 metricten
year worlc-scale acetic acid plant in China, the world’séasgrowing market for acetic acid and its derixesi
The plant is scheduled for commercial sales irfitsequarter of 2007. Our plans include addingrilgét
capacity at the right time, in the right locatiam the right cost.

Deliver Value-Added Solutions

We continually develop new products and industaglieg production technologies that solve our
customers’ problems. For example, Ticona has wockeskly with fuel system suppliers to develop an

acetal copolymer with the chemical and impact tesise necessary to withstand exposure to hot dieslsl In
our emulsions business, we pioneered a technolagpbation that leads the industry in product afigs for
ecologically friendly emulsions for solvent-fregdrior paints. We believe that our customers value
expertise, and we will continue to work with themrenhance the quality of their products.

Enhance Value of Portfolio

We will continue to further optimize our businesstfolio through divestitures, acquisitions andtdygic
investments that enable us to focus on businessgkich we can achieve market, cost and technology
leadership over the long term. In addition, wenigtéo continue to expand our product mix into highedue-
added products. We acquired Vinamul, the North Acagrand European emulsion polymer business of
National Starch and Chemical Company ("NSC"), asglilry of Imperial Chemical Industries Pl
("Vinamul"), in February 2005 and Acetex Corporat{fAcetex"), a producer of acetyl products andcsgley
polymers and films in July 2005. We divested noredausinesses, such as acrylates in 2004, as svelra
interest in a fuel cell venture, our omega-3 DHAfpenance product business, and our cyclo-olefipotymer
business (*COC"), in 2005.

Business Segments
C HEMICAL P RODUCTS

The Chemical Products segment consists of six basitines: Acetyls, Acetyl Derivatives and Polyols,
Polyvinyl Alcohol, Emulsions, Specialties, and atbkemical activities. All business lines in thegment
mainly conduct business using the “Celanese” ¢radme, except Polyvinyl Alcohol, which uses tlaelémark
Celvol, Emulsions, which uses the trademarks Maéldind Celvolit, Vinamul, Elite, Duroset, and Acet&he
following table lists key products and their magmd use markets.

Key Chemical Products Major End Use Markets




Acetic Acid Vinyl Acetate Monomer, Acetic Anhydride and Purifi¢erephtalic Acid or PTA, an
Intermediate used in the production of Polyestsings films and fiber

Acetic Anhydride Cellulose Acetate and Pharmaceuticals

Vinyl Acetate Monomer Paints, Adhesives, Paper Coatings, Films and Bsxtil

(VAM)
Acetate Esters Coatings, Inks
Oxo Alcohols Plasticizers, Acrylates, Esters, Solvents and Inks

Polyvinyl Alcohol (PVOH) Adhesives, Building Products, Paper Coatings, Famd Textiles

Emulsions Water-Based Quality Surface Coatings, Adhesivesi-Wmven Textiles and Glass Fibers
Carboxylic Acids Lubricants, Detergents and Specialties

Amines Agricultural Products and Water Treatments

Polyvinyl Acetate Chewing Gum

Ethylene Vinyl Alcohol Packaging Materials

Business Lines

Acetyls. The acetyls business line produces:

. Acetic acid, used to manufacture VAM and otheatgl derivatives. We manufacture acetic acid for
our own use, as well as for sale to third pariieduding producers of purified terephthalic aad,
PTA, and to other participants in the acetyl deies business;

. VAM, used in a variety of adhesives, paintanfil coatings and textiles. We manufacture VAM for
our own use, as well as for sale to third parties;

. Methanol, principally sold to the merchant marke

. Acetic anhydride, a raw material used in thedpigiion of cellulose acetate, detergents and
pharmaceuticals; and

. Acetaldehyde, a major feedstock for the produnctif polyols. Acetaldehyde is also used in other
organic compounds such as pyridines, which are imsagricultural products.

Acetic acid, methanol, and VAM, like other commgditoducts, are characterized by cyclicality ircjpry.
The principal raw materials in these products atenal gas and ethylene, which we purchase fromenous
sources; carbon monoxide, which we both manufaetndepurchase under lotgrm contracts; methanol, whi
we both manufacture and purchase under long-tethshart-term contracts; and butane, which we pseha
from one supplier and can also obtain from otherses. All these raw materials, except carbon mmeare



commodities and are available from a wide varidtgaurces.

Our production of acetyl products employs leadingppietary and licensed technologies, including our
proprietary AO Plus acid-optimization technology floe production of acetic acid and VAntage vingétate
monomer technology. AO Plus enables plant cap&eibe increased with minimal investment, while Vage
enables significant increases in production efficies, lower operating costs and increases in dgpcl0 to
15% of the cost of building a new plant.

Acetyl Derivatives and Polyols.The acetyl derivatives and polyols business lircelpces a variety of
solvents, polyols, formaldehyde and other chemjeelisch in turn are used in the manufacture of {zin
coatings, adhesives, and other products.

Many acetyl derivatives products are derived frammroduction of acetic acid and oxo alcohols. Rriyn
products are:

. Ethyl acetate, an acetate ester that is a sbhsad in coatings, inks and adhesives and in the
manufacture of photographic films and coated papers

. Butyl acetate, an acetate ester that is a sblgad in inks, pharmaceuticals and perfume;

. Propyl acetate, an acetate ester that is arsobsed in inks, lacquers and plastics;

. Methyl ethyl ketone, a solvent used in the piditun of printing inks and magnetic tapes;

. Butyric acid, an intermediate for the productafresters used in artificial flavors;

. Propionic acid, an organic acid used to proaect preserve grain; and

. Formic acid, an organic acid used in textileidgeand leather tanning.

Polyols and formaldehyde products are derivatifeaethanol and are made up of the following prosgluct

. Formaldehyde, primarily used to produce adhesdgens for plywood, particle board, POM
engineering resins and a compound used in makilyyihane;

. Polyol products such as pentaerythritol, used atings and synthetic lubricants; trimethylolpropg
used in synthetic lubricants; neopentyl glycol,dusepowder coatings; and 1,3-butylene glycol, used
in flavorings and plasticizers.

Oxo alcohols and intermediates are produced frapypene and ethylene and include:

. Butanol, used as a solvent for lacquers, dopdgtanners, and as an intermediate in the marufct
of chemicals, such as butyl acrylate;

. Propanol, used as an intermediate in the pramlucf amines for agricultural chemicals, and as a
solvent for inks, resins, insecticides and waxas; a

. Synthesis gas, used as an intermediate in thduption of oxo alcohols and specialties.



Acetyl derivatives and polyols are commodity pragutharacterized by cyclicality in pricing. Therpripal
raw materials used in the acetyl derivatives bissilime are acetic acid, various alcohols, methanol
acetaldehyde, propylene, ethylene and synthesid/gasnanufacture many of these raw materials foroan
use as well as for sales to third parties, inclgdinr competitors in the acetyl derivatives busin&ge purchase
propylene and ethylene from a variety of sources.ifénufacture acetaldehyde for our European primyct
but we purchase all acetaldehyde requirementsuioNorth American operations from third parties.
Acetaldehyde is also available from other sources.

Polyvinyl Alcohol. Polyvinyl alcohol, or PVOH, is sold under the Galtrademark and is a performance
chemical engineered to satisfy particular custorequirements. It is used in adhesives, buildinglpots, paper
coatings, films and textiles. The primary raw miateio produce PVOH is VAM, while acetic acid isopluced
as a by-product. Prices vary depending on indisg#gyment and end use application. Products areoscdd
global basis, and competition is from all regiohshe world. Therefore, regional economies and suapd
demand balances affect the level of competitiootiver regions. According to industry sources on P @e art
the largest North American producer of PVOH andtttikel largest producer in the world.

Emulsions. The products in Celanese’s emulsions businessdeatonventional emulsions and high-
pressure vinyl acetate ethylene emulsions. Emudsime made from VAM, acrylate esters and styreheyare
a key component of water-based quality surfaceimgstadhesives, non-woven textiles and other eafdins.
Emulsions are sold under the Mowilith and Celvbti#inds, and, since February 2005, the Vinamule Elitd
Duroset brands.

Specialties. The specialties business line produces:

. Carboxylic acids such as pelargonic acid, usetkiergents and synthetic lubricants, and heptanoi
acid, used in plasticizers and synthetic lubricants

. Amines such as methyl amines, used in agroctasjimonoisopropynol amines, used in herbicides,
and butyl amines, used in the treatment of rubbdria water treatment; and

. Oxo derivatives and special solvents, such e®naldehyde, which is used by the Performance
Products segment for the production of sorbatesiefisas raw materials for the fragrance and food
ingredients industry.

The prices for these products are relatively stdbketo long-term contracts with customers whose
industries are not generally subject to the cytliends of commodity chemicals.

The primary raw materials for these products aeéird and ammonia, which are purchased from world
market suppliers based on international prices.

We contributed our commercial, technical and op@nat oxo business activities in Oberhausen, Geyman
to European Oxo GmbH, Celanese’s European oxo cadsnienture with Degussa AG ("Degussa”). The
venture began operations in October 2003.

Facilities

Chemical Products has production sites in the dri8ates, Canada, Mexico, Singapore, Spain, Sweden,
Slovenia, the United Kingdom, the Netherlands, Eeasnd Germany. The emulsions business line ako ha
tolling arrangements in France. We also particifrate venture in Saudi Arabia that produces methand
Methyl Tertiary-Butyl Ether or MTBE. Over the ldsiw years, we have continued to shift our produnctio
capacity to lower cost production facilities whilgpanding in growth markets, such as China. Asalteve
shut down our formaldehyde unit in Edmonton, Alag@anada in mi@004 and announced in August 2005
we intend to close this unit in late 2006 or e20Q7.

Capital Expenditures

The Chemical Products segment’s capital expenditoyethe Successor for the year ended December 31,
2005 were $111 million and for the nine months ehidecember 31, 2004 were $64 million. Chemical Betsl
capital expenditures by the Predecessor were $llismfior the three months ended
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March 31, 2004 and $109 million for the year enBedember 31, 2003. The capital expenditures indurre
during these periods related primarily to efficigiand safety improvement-related items associatédthe
normal operations of the business. Capital exparefitin 2003 also included the integration of a jgany-wide
SAP system.

Markets

The following table illustrates net sales by degtion of the Chemical Products segment by geogeaphi
region of the Successor for the year ended DeceB1he2005 and for the nine months ended December 31
2004, and of the Predecessor for the three montthsdeMarch 31, 2004, and for the year ended Decefihe
2003.

Net Sales to External Customers by Destination—Cheical Products

Successo Predecesso
Year Ended Nine Months Ended Three Months Ended Year Ended
December 31, 200! December 31, 200- March 31, 2004 December 31, 200:
(in millions)
% of % of % of % of

$ Segment $ Segment $ Segment $ Segment
North America 1,607 38% 94¢ 38% 30¢€ 39% 1,181 39%
Europe/Africa 1,62t 39% 96& 39% 314 40% 1,182 40%
Asia/Australia 80¢ 19% 484 1% 144 18% 522 18%
Rest of World 15¢ 4% 93 4% 25 3% 82 3%

Chemical Products markets its products both diydotcustomers and through distributors. It alstizes a
number of “e-channels”, including its websitevavw.chemvip.com, as well as system to system ligkin
through its industry portal, Elemica.

Acetic acid and VAM are global businesses whichehseveral large customers. Generally, we suppbethe
global customers under multi-year contracts. Thetamers of acetic acid and VAM produce polymersiuse
water-based paints, adhesives, paper coatingsnfiiifiers and textiles. We have long-standingtiefeships
with most of these customers.

PVOH is sold to a diverse group of regional andtmational customers mainly under single year cmts
The customers of the PVOH business line are priynangaged in the production of adhesives, pagers f
building products, and textiles. Polyvinyl acetatal ethylene vinyl alcohol, both of which we acgdiin July
2005 in the Acetex acquisition, are used in chevgagn and packaging materials, respectively.

Emulsions are sold to a diverse group of regiondlraultinational customers. Customers for emulsemes
manufacturers of water-based quality surface cgatiadhesives, and non-woven textiles.

Acetyl derivatives and polyols are sold to a dieegsoup of regional and multinational customersbot
under multi-year contracts and on the basis ofdstagding relationships. The customers of acetivdtves
are primarily engaged in the production of paintatings and adhesives. In addition to our own dehiar
acetyl derivatives to produce cellulose acetateselieacetyl derivatives to other participantshia tellulose
acetate industry. We manufacture formaldehyde fiorosvn use as well as for sale to a few regionatamers
that include manufacturers in the wood productsaramical derivatives industries. The sale of fddehyde is
based on both long and short term agreements. Bay® sold globally to a wide variety of custom@mmarily
in the coatings and resins and the specialty ptsdadustries. Oxo products are sold to a wideetamf
customers, primarily in the construction and auttwecindustries and are used internally to prodacetyl
derivatives. The oxo market is characterized bysiygply and numerous competitors.

The specialties business line primarily serves glotarkets in the synthetic lubricant, agrochemiaabbel
processing and other specialty chemical areas. Mtithe specialties business line involves “onstomer, one
product” relationships, where the business develagstomized products with the customer, but tleeigfties
business line also sells several chemicals whietpeced more like commodity chemicals.
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Competition

Our principal competitors in the Chemical Prodwsgigment include Air Products and Chemicals, Inc.,
Atofina S.A., BASF AG ("BASF"), Borden Chemical,dn BP p.l.c. (“BP""), Chang Chun Petrochemical.Co
Ltd., Daicel Chemical Industries Ltd. ("Daicel")h@ Dow Chemical Company ("Dow"), Eastman Chemical
Corporation (“Eastman”), E. I. DuPont de Nemoarsd Company (“DuPont”), Methanex Corporation,
Lyondell Chemical Company (“Lyondell”)Nippon Gohsei, Perstorp Inc., Rohm & Haas Comp&Rgplfm anc
Haas"), Showa Denko K.K., and Kuraray Co. Ltd.

T ECHNICAL P OLYMERST ICONA

The Technical Polymers Ticona segment developsiymes and supplies a broad portfolio of high
performance technical polymers. The following tdides key Ticona products, their trademarks, dmirtmajor
end use markets.

Key Ticona Products Major End Use Markets

Hostaform/Celcon/Amcel (POM) Automotive, Electronics, Consumer Products and kedi

GUR (Ultra High Molecular Weight) Polyethylene Profiles, Battery Separators, Industrial Specig/tigltration,
PE-UHMW Coatings and Medic:

Celanex/Vandar/Riteflex/Impet (Polyester Electrical, Electronics, Automotive and Appliances
Engineering Resins¢

Vectra (Liquid Crystal Polymers) Electronics, Telecommunications, Consumer and Mgdic
Fortron* (Polyphenylene Sulfide or PPS) Electronics, Automotive and Industrial

Celstran, Compel (long fiber reinforced Automotive and Industrial

thermoplastics

* Fortron is a registered trademark of Fortron Istties.

Ticona technical polymers have chemical and phygicgperties enabling them, among other things, to
withstand high temperatures, resist chemical reastwith solvents and resist fracturing or stretghiThese
products are used in a wide range of performanosadeding applications in the automotive and eledéton
sectors and in other consumer and industrial gaufteny replacing metal or glass.

Ticona works in concert with its customers to eaabhovations and develop new or enhanced products.
Ticona focuses its efforts on developing new markeid applications for its product lines, oftenaleging
custom formulations to satisfy the technical anobpssing requirements of a customer’s applicatibos.
example, Ticona has worked closely with fuel sysseipliers to develop an acetal copolymer withdemical
and impact resistance necessary to withstand exptsinot diesel fuels in the new generation of e rail
diesel engines. The product can also be used amentive fuel sender units where it remains stabtéahigh
operating temperatures present in direct-injecti@sel engines.

Ticona’s customer base consists primarily of adargmber of plastic molders and component suppliers
which are often the primary suppliers to origingipment manufacturers, or OEMs. Ticona works wlgse
molders and component suppliers as well as diredgtly the OEMs to develop and improve specialized
applications and systems.



Prices for most of these products, particularlycggdized product grades for targeted applicatigesierally
reflect the value added in complex polymer chemigirecision formulation and compounding, and the
extensive application development services providée specialized product lines are not particularl
susceptible to cyclical swings in pricing. POM prig, mainly in standard grades, is, however, sonawiore
price competitive, with many minimum-service praaig competing for volume sales.
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Business Lines

POM are sold under the trademark Hostaform and Aincal regions but North America, where we sell
them under the trademark Celcon. Polyplastics,hiitkvwe hold a 45% ownership interest, and KEP@O, i
which we hold a 50% ownership interest, are leadingpliers of POM and other engineering resingién t
Asia/Pacific region. POM are used for mechanicalspancluding door locks and seat belt mechanisms,
automotive applications and in electrical, consuaret medical applications such as drug deliverjesys and
gears for appliances.

The primary raw material for POM is formaldehyddjeh is manufactured from methanol. Ticona
currently purchases formaldehyde in the UnitedeStiiom our Chemical Products segment and, in Eyrop
manufactures formaldehyde from purchased methanol.

GUR, an ultra high molecular weight polyethyleneP@&-UHMW, is an engineered material used in heavy-
duty automotive and industrial applications suclkasbattery separator panels and industrial camvieglts, as
well as in specialty medical and consumer applceti such as porous tips for marker pens, spouipmgnt
and prostheses. GUR micro powder grades are uséibfo performance filters, membranes, diagnosidaes,
coatings and additives for thermoplastics & elagEmPE-UHMW fibers are also used in protectivédidial
applications. The basic raw material for GUR isy&the.

Celstran and Compel are long fiber reinforced thogiastics, which impart extra strength and stiffnes
making them more suitable for larger parts tharveational thermoplastics.

Polyesters such as Celanex polybutylene terephéhaaPBT, and Vandar, a series of PBT-polyester
blends, are used in a wide variety of automotile;tecal and consumer applications, including figm system
parts, radiator grilles, electrical switches, apptie housings, boat fittings and perfume bottles cRaw
materials for polyesters vary. Base monomers, agafimethyl terephthalate or DMT and PTA, are widel
available with pricing dependent on broader polgieBber and packaging resins market conditionsal®&mn
volume specialty co-monomers for these productsyguieally supplied by a few companies.

Liquid crystal polymers, or LCPs, such as Vectra,sed in electrical and electronics applicatiamg for
precision parts with thin walls and complex shapes.

Fortron, a polyphenylene sulfide, or PPS prodisatised in a wide variety of automotive and other
applications, especially those requiring heat ancliemical resistance, including fuel system pasdiator
pipes and halogen lamp housings, and often replae¢sl in these demanding applications. Fortron is
manufactured by Fortron Industries, Ticona’s 50+80ture with Kureha Chemicals Industry Co., Lt&KEI")
of Japan.

In December 2004, we approved a plan to dispo3écoha’s COC business. The sale of the COC business
was completed in December 2005.

Facilities

Ticona has polymerization, compounding and reseanchtechnology centers in Germany, Brazil and the
United States. Ticona’s Kelsterbach, Germany prodngite is located in close proximity to one loé tsites
being considered for a new runway under the Frahkitport’s expansion plans. The constructionhid t
particular runway could have a negative effecthenplants current production capacity and future develogn
While the state government of Hesse and the owinterecairport promote the expansion of this optibis
uncertain whether this option is in accordance wfiplicable laws. Although the state governmentedse
expects the plan approval for the airport expansid?007 and the start of operations in 2009-2@&&ther the
final outcome of this matter nor its timing cangredicted at this time.

Capital Expenditures

Ticona’s capital expenditures by the Successothi®year ended December 31, 2005 and the nine sionth



ended December 31, 2004 was $54 million and $6Homjirespectively. Ticona’s capital

13

expenditures by the Predecessor were $20 milliothfathree months ended March 31, 2004 and $3®&mfbr
the year ended December 31, 2003. Ticona had eitpegglin each of these periods relating primauly
efficiency and safety improvement associated withrtormal operations of the business. In 2004,1Eco
completed its expansion of its Oberhausen GUR PBAWHcapacity by 10,000 metric tons per year, and
increased its North American POM capacity by 20%Q8,000 tons. The capital expenditures for 2088 al
included construction of a new administrative bimigin Florence, Kentucky and the integration aoanpany-
wide SAP system.

Markets

The following table illustrates the destinationtioé net sales of the Technical Polymers Ticona segioy
geographic region of the Successor for the yeag@mrecember 31, 2005 and the nine months endecdhibere
31, 2004, and of the Predecessor for the threelmartded March 31, 2004 and for the year endedrblese
31, 2003.

Net Sales to External Customers by Destination—Teclcal Polymers Ticona

Successol Predecessol
Year Ended Nine Months Ended Three Months Ended Year Ended
December 31, 2005 December 31, 2004 March 31, 2004 December 31, 2003
(in millions)
% of
$ % of Segment $ Segment $ % of Segment $ % of Segment
North America 33¢ 38% 247 39% 95 42% 35C 45%
Europe/Africa 465 53% 331 52% 11€ 51% 373 49%
Asia/Australia 44 5% 33 5% 9 4% 19 3%
Rest of World 39 4% 25 4% 7 3% 20 3%

Ticona’s sales in the Asian market are made maityugh its ventures, Polyplastics, KEPCO and Bartr
Industries, which are accounted for under the gquithod and therefore not included in Ticona’ssmbidated
net sales. If Ticona' portion of the sales made by these ventures iwelteded in the chart above, the percent
of sales sold in Asia/Australia would be substdiytisigher. A number of Ticona’s POM customers,tigaarly
in the appliance, electrical components, toys arthi sections of the electronics/telecommunicestiteelds,
have moved tooling and molding operations to Asaaticularly southern China. To meet the expeatedeiased
demand in this region, we, along with PolyplastM#subishi Gas Chemical Company Inc., and KEPC&eg
on a venture to construct and operate a world-G@&@00 metric ton POM facility in China. We inditly own
an approximate 38% interest in this venture. Warkh® new facility commenced in July 2003, andrtbe
plant commenced operations in September 2005.

Ticona’s principal customers are suppliers to tht®otive industries as well as industrial supplidthese
customers primarily produce engineered produci$, Tatona works closely with its customers to assism to
develop and improve specialized applications astesys. Ticona has long-standing relationships mibist of
its major customers, but it also uses distributorsnost of its major products, as well as a nundierlectronic
channels, such as its BuyTiconaDirect on-line amdesystem, and other electronic marketplacesaolra
larger customer base. For most of Ticana’oduct lines, contracts with customers typichllye a term of one
two years. A significant swing in the economic citiods of the end markets of Ticona’s principal tounsers
could significantly affect the demand for Ticonpi®ducts.

Competition

Ticona’s principal competitors include BASF, DuPdatneral Electric Company ("GE") and Solvay S.A.
Smaller regional competitors include Asahi Kaseigooation, DSM NV, Mitsubishi Plastics, Inc., Chemr



Phillips Chemical Company, L.P. ("Chevron"), Brask8.A., Teijin and Toray Industries Inc.
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A CETATE P RODUCTS

The Acetate Products segment consists of aceleedioducts or acetate tow, which uses the “Getz’
brand to market its products. The acetate tow ntaxdetinues to be characterized by stability aoavgjrowth.
The segment’s acetate filament business line ws®dtinued in the fourth quarter of 2005.

Business Lines

Acetate filter products are used primarily in cigjte filters. According to the 2002 Stanford Reskar
Institute International Chemical Economics Handhaoodk are the world’s leading producer of acetate to
including production of our ventures in Asia.

We produce acetate flake by processing wood pullp adetic anhydride. We purchase wood pulp that is
made from reforested trees from major supplierspgoduce acetic anhydride internally. The acetatefis
then further processed into acetate fiber in thefof a tow band.

We have an approximately 30% interest in three rfzanturing ventures in China that produce cellulose
acetate flake and tow. Our partner in each of t@wres is a Chinese state-owned tobacco entigddition,
17% of our 2005 acetate tow sales were sold diréatChina, the largest single market for acetatein the
world. Two of the ventures completed tow expansionianuary 2005, and the third venture compldtetbiv
expansion in June 2005. Flake expansion is expéated completed in 2007. Although our direct ta@les into
China will decrease as a result of the venture esipas, the future dividends that we expect toiveckom
these ventures are projected to increase.

Acetate Products is continuing its cost reductiod aperations improvement efforts. These efforgs ar
directed toward reducing costs while achieving higbroductivity of employees and equipment. In ddito
restructuring activities previously undertaken,ausourced the operation and maintenance of olitiyuti
operations at the Narrows, Virginia and Rock Hlhuth Carolina plants in 2003. We also closed dwarlotte,
North Carolina administrative and research and ldgweent facility and relocated the functions thieréhe
Rock Hill and Narrows locations. The relocation wabstantially completed during the third quarte2@04. In
July 2005, we relocated our Rock Hill administratfunctions to our Dallas corporate headquarters. |
December 2005 we sold our Rock Hill and Charlateess

Facilities

Acetate Products has production sites in the Urttades, Canada, Mexico and Belgium, and partiegpi
three manufacturing ventures in China. In Octol#42 we announced plans to close the Rock Hilltisou
Carolina, production site, which occurred in Af2@05, and to shutdown production of acetate pradaicthe
Edmonton, Alberta, Canada site by 2007. Additigndllament production at Narrows and Ocotlan was
discontinued by mid-2005 and flake production abilm was recommissioned in the first quarter d¥%20

Capital Expenditures

Acetate Products capital expenditures by the Ssocder the year ended December 31, 2005 and ttee ni
months ended December 31, 2004 were $35 million$&2dmillion, respectively. The Acetate Products
segment’s capital expenditures by the Predecessia $8 million for the three months ended March28D4
and $39 million for the year ended December 313200e capital expenditures incurred during thessery
related primarily to efficiency, environmental asafety improvement-related items associated wigmtbrmal
operations of the business. Capital expenditur@9@8 also included the integration of a compangen8AP
system.

Markets

The following table illustrates the destinationtloé net sales of Acetate Products by geographiometf
the Successor for the year ended December 31,&0DEe nine months ended December 31, 2004, athe of
Predecessor for the three months ended March 84, &0d for the year ended December 31, 2003.
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Net Sales to External Customers by Destination—Acate Products

Successor Predecessor
Year Ended Nine Months Ended Three Months Ended Year Ended
December 31, 2005 December 31, 2004 March 31, 2004 December 31, 2003
(in millions)
% of % of % of % of

$ Segment $ Segment $ Segment $ Segment
North America 12€ 1% 67 15% 24 17% 76 14%
Europe/Africa 20z 31% 13¢ 32% 43 29% 187 35%
Asia/Australia Silg 48% 222 50% 75 51% 25¢ 48%
Rest of World 16 2% 13 3% 5 3% 16 3%

Sales in the acetate filter products industry wenecipally to the major tobacco companies thabaot for
a majority of worldwide cigarette production. Ountracts with most of our customers, including laugest
customer, with whom we have a long-standing retetiip, are entered into on an annual basis. Imtg@ars,
the cigarette industry has experienced consolidatio

Competition

Principal competitors in the Acetate Products segrnmelude Acetate Products Ltd. ("Acordis"), Ddjce
Eastman and Rhodia S.A. (“Rhodia”).

P ERFORMANCE P RODUCTS

The Performance Products segment consists of ttkifgredients business conducted by Nutrinovas Thi
business uses its own trade names to conduct Isgsifike following table lists key products of tregfBrmance
Products segment and their major end use markets.

Key Performance Products Major End Use Markets
Sunett (Acesulfame-K) Beverages, Confections, Dairy Products and Phantiaaés
Sorbates Dairy Products, Baked Goods, Beverages,

Animal Feeds, Spreads and Delicatessen Pro

Business Lines

Nutrinova'’s food ingredients business consistdeffiroduction and sale of high intensity sweeteapds
food protection ingredients, such as sorbic aciisorbates worldwide, as well as the resale ofrdtioa
ingredients mainly in Japan, Australia and Mexico.

Acesulfame-K, a high intensity sweetener marketedeu the trademark Sunett, is used in a variety of
beverages, confections and dairy products througtheuworld. The primary raw materials for this gt are
diketene and sulfur trioxide. Sunett pricing foigeeted applications reflects the value added byihlwa, such
as technical services provided. Nutrinova’s stnaisgo be the most reliable and highest qualiydpicer of this
product, to develop new applications for the pradund to expand into new markets. Nutrinova mamstai stric
patent enforcement strategy, which has resultéaviorable outcomes in a number of patent infringetnmeatter
in Europe and the United States. Nutrinova’s Euaopend U.S. primary production patents for makingest
expired at the end of the first quarter of 2005.

Nutrinova’s food protection ingredients are mainly used odf& beverages and personal care products
primary raw materials for these products are ketemecrotonaldehyde. Sorbates pricing is extrersehsitive
to demand and industry capacity and is not nec@ssl@pendent on the prices of raw materials.



Facilities

Nutrinova has production facilities in Germanywadl as sales and distribution facilities in all joraworld
markets.
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Capital Expenditures

Performance Products capital expenditures by tloeeasor were $3 million and $3 million, for the yea
ended December 31, 2005 and the nine months engeehiber 31, 2004, respectively. Capital expendithye
the Predecessor were $0 million for the three moatided March 31, 2004 and $2 million for the yerated
December 31, 2003, respectively. The capital exiperes incurred during these years related to iefiicy,
debottlenecking, quality and safety improvememhgessociated with the normal operation of thertassi.

Markets

The following table illustrates the destinationtloé net sales of Performance Products by geogragdicn
of the Successor for year ended December 31, 20d%ha@ nine months ended December 31, 2004, att of
Predecessor for the three months ended March 84, &@d for the year ended December 31, 2003.

Net Sales to External Customers by Destination—Pesfmance Products

Successor Predecessor
Year Ended Nine Months Ended Three Months Ended Year Ended
December 31, 2005 December 31, 2004 March 31, 2004 December 31, 2003
(in millions)

$ % of Segment $ % of Segment $ % of Segment $ % of Segment

North America 58 32% 52 40% 19 43% 73 43%
Europe/Africa 80 44% 49 37% 17 39% 5¢ 35%
Asia/Australia 30 17% 21 16% 6 14% 28 17%
Rest of World 12 7% 9 % 2 4% 9 5%

Nutrinova directly markets Sunett primarily to mifed number of large multinational and regional
customers in the beverage and food industry uratg-term and annual contracts. Nutrinova markedd fo
protection ingredients primarily through regionatdbutors to small and medium sized customersdirettly
through regional sales offices to large multinagiozustomers in the food industry.

Competition

The principal competitors for Nutrinova’s Sunettegiener are Holland Sweetener Company, The
NutraSweet Company, Ajinomoto Co., Inc., Tate &é plc and several Chinese manufacturers. In sa}
Nutrinova competes with Nantong AA, Daicel, Yu Yioigbo, Yancheng AmeriPac and other Chin
manufacturers of sorbates.

O THER A CTIVITIES

Other Activities includes revenues mainly from dagptive insurance companies, Pemeas GmbH ("Per
and, since July 2005, AT Plastics. Pemeas, a vemith a consortium of investors led by Conduit Wees, a
London based venture capital company, developsteigiperature membrane assemblies or MEA's for fuel
cells. We contributed our MEA activity to Pemea#\jpril 2004. In December 2005, we sold our commimtls
interest back to Pemeas Corporation. The Compantynees to hold a preferred stock interest in Pem@ther
Activities also includes corporate activities, sevaservice companies and other ancillary busirgsgkich do
not have significant sales.

Our two wholly-owned captive insurance companiesaakey component of our global risk management
program, as well as a form of self insurance farmoperty, liability and workers compensation siskhe
captive insurance companies issue insurance policieur subsidiaries to provide consistent coveryid



fluctuating costs in the insurance market and weelolong-term insurance costs by avoiding or redgci
commercial carrier overhead and regulatory fees. Gdptive insurance companies issue insurancegmand
coordinate claims handling services with third paetrvice providers. They retain risk at levelsrappd by the
Celanese board of directors and obtain reinsuraoeerage from third parties to limit the net rigkained. One
of the captive insurance companies also insureainghird party risks.
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Investments

We have a significant portfolio of strategic invesnts, including a number of ventures, in Asia,tNor
America and Europe. In aggregate, these stratag@stments enjoy significant sales, earnings astl taw.
We have entered into these strategic investmerdsdier to gain access to local markets, minimiztcand
accelerate growth in areas we believe have sigmifituture business potential. The table below feets the
earnings, cash flow contribution and depreciatiott amortization of our strategic investments:

Successor Predecessor
Nine Months
Year Ended Ended Three Months  Year Ended
December 31 December 31 Ended December 31
2005 2004 March 31, 200¢ 2003
(in $ millions)
Earnings from equity investmer 61 36 12 35
Dividends and other distributions from equity inweents 66 22 16 23
Dividends from cost investmer 89 33 6 53

Year Ended December 31,

2005 2004 2003
(in $ millions)
Depreciation and amortization of equity investaes(idited’ 32 28 27
Depreciation and amortization of cost investeeadited) 15 16 17
Total depreciation and amortization equity and aoststees (unaudite: 47 44 44

The fiscal year end for all ventures is December®dpreciation and amortization as presented irtiahke
above represents the amounts recorded by the esrtased on local generally accepted accountingiplés,
computed in proportion to our ownership percentd@ese amounts are not included in the depreciatioh
amortization reported by the Successor and theceezgor.

The table below represents our significant ventures

Accounting
Name Location  Ownership Method Partner(s) Description
Chemical Products
European Oxo GmbH Germany 50.0% Equity Degussa AG European
propylene-based oxo
chemicals busines
National Methanol Cc Saudi 25.0% Equity SABIC/ Methanol Production
Arabia CTE Petrochemical

Technical Polymers Ticona



Korea Engineering Plastics Co., L Korea 50.0% Equity Mitsubishi Gas Chemical POM

(KEPCO) Company, Inc

Polyplastics Co., Ltd. Japan 45.0% Equity Daicel Chemical POM
Industries Ltd

Fortron Industries uU.S. 50.0% Equity Kureha Chemical PPS
Industries

Acetate Products

Kunming Cellulose Fibers Co. Ltd China 30.0% Cost China National Tobacco Co Acetate tow production

Nantong Cellulose Fibers Co. Lt China 31.0% Cost China National Tobacco Co Acetate tow & flake
production

Zhuhai Cellulose Fibers Co. Ltd. China 30.0% Cost China National Tobacco Co Acetate tow production

Major Equity Investments

Polyplastics Co., Ltd. Polyplastics is a leading supplier of engineepfasgtics in the Asia-Pacific region.
Established in 1964 and headquartered in Japaypl@stics is a 45/55 venture between us and
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Daicel. Polyplastics’ principal production faciés are located in Japan, Taiwan, Malaysia andhegetith
KEPCO and Mitsubishi, China. We believe Polyplasticthe largest producer and marketer of POM énAkia-
Pacific region.

Korea Engineering Plastics Co. Ltd.Founded in 1987, KEPCO is the leading producgrobfacetal in
South Korea. We acquired our 50% interest in KERC099 from the Hyosung Corporation, a Korean
conglomerate. Mitsubishi owns the remaining 50%BPCO, which operates a 55,000-ton annual capacity
POM plant in Ulsan, South Korea and participatethefacility in China mentioned under Polyplasétmve.

Fortron Industries. Fortron Industries is a 50/50 venture betweenmaiskeCl for polyphenylene sulfide
("PPS"). Production facilities are located in Wilgton, North Carolina. We believe Fortron has #daaling
technology in linear polymer.

European Oxo GmbH. European Oxo GmbH is our 50/50 venture with Degdiespropylene-based oxo
chemicals and has production facilities in OberbawEnd Marl, Germany.

InfraServs. We hold ownership interests in several InfraSeowps located in Germany. InfraServs own
and develop industrial parks and provide on-siteegal and administrative support to tenants.

Major Cost Investments

China Acetate Products VenturesWe hold approximately 30% ownership interests (5@9%4rd
representation) in three separate venture acetatieigts production entities in China: the Nantdfgnming,
and Zhuhai Cellulose Fiber Companies. In eachmstaChinese stawned entities control the remainder. -
terms of these ventures were recently extendedigfr@020. With an estimated 30% share of the werld’
cigarette production and consumption, China isatbdd’s largest and fastest growing market for atetow
products. In combination, these ventures reprebentnarket leader in Chinese domestic acetate ptiotiuand
are well positioned to capture future growth in @t@nese cigarette market. We and our partnersnelqubthe
manufacturing facilities at all three ventures imir@a in 2005. Flake expansion is expected to bepteted in
2007. The ventures are funding the investments fsperating cash flows.

National Methanol Co. (Ibn Sina  With production facilities in Saudi Arabiaahional Methanol Co.
represents 2% of the world’s methanol productigracity and is the world’s eighth largest produdevid BE.
Methanol and MTBE are key global commaodity chemjmalducts. We indirectly own a 25% interest in Naél
Methanol Co., with the remainder held by the S&afic Industries Corporation (SABIC) (50%) and T&xa
Eastern Arabian Corporation Ltd. (25%). SABIC hesponsibility for all product marketing.

These investments, where Celanese owns greateatB@® ownership interest, are accounted for uthal
cost method of accounting because Celanese caxeaisge significant influence.

Acquisitions and Divestitures

In the last three years, we acquired the follovbinginesses:



. In July 2005, we acquired Acetex Corporatiopr@ducer of acetyl products and specialty polymers
and films.

. In February 2005, we acquired the Vinamul enauisibusiness of the National Starch and Chemical
Company, a subsidiary of ICI.

In the last three years, we divested the followdnginesses:

Successor

. In December 2005, we sold our COC businessvienéure between Daicel and Polyplastics.

. In December 2005, we sold our common stock é&stein Pemeas GmbH to Pemeas Corporation.
. In December 2005, we sold our omega-3 DHA bissine
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In August 2005, we announced our intention toduip Estech, our venture with Hatco Corporation
for neopolyol esters.

. In July 2005, we announced an agreement tmsekémulsion powders business to National Starch
and Chemical Company and to Elotex AG, both subsis of ICI. This transaction closed in
September 2005.

. In May 2005, we sold our polybenzamidazole fiaed polymer business to PBI Performance

Products, Inc., an affiliate of the Intertech Group

. In April 2005, we sold our Vectran polyarylatedr business to Kuraray America Inc., a subsidiary
of Kuraray Co., Ltd. of Japan.

Predecessor

. In February 2004, CAG sold its acrylates bussrtesDow.

. In December 2003, Ticona completed the salésafyilon business line to BASF.

Raw Materials and Energy

We purchase a variety of raw materials from souirc@sany countries for use in our production preess
We have a policy of maintaining, when availabletiple sources of supply for materials. Howevemsoof oul
individual plants may have single sources of sup@iysome of their raw materials, such as carbononile,
steam and acetaldehyde. Although we have beert@blatain sufficient supplies of raw materials,rthean be
no assurance that unforeseen developments willffextt our raw material supply. Even if we have tiplg
sources of supply for a raw material, there candoassurance that these sources can make up flosthef a
major supplier. Nor can there be any guaranteepttoditability will not be affected should we begéred to
qualify additional sources of supply in the eveinthe loss of a sole supplier. In addition, theerof raw
materials varies, often substantially, from yeayear.

A substantial portion of our products and raw materare commodities whose prices fluctuate as atark
supply/demand fundamentals change. For exampleafladlity of prices for natural gas and ethylgméhose



cost is in part linked to natural gas prices) masdased in recent years. Our production facilitadg largely
on coal, fuel oil, natural gas and electricity éorergy. Most of the raw materials for our Europeperations are
centrally purchased by our subsidiary, which algpstraw materials on behalf of third parties. Wenage our
exposure through the use of derivative instrumantsforward purchase contracts for commodity phiedging,
entering into long-term supply agreements, andiryalir purchasing and sales agreements. Managesnent’
policy for the majority of its natural gas and meaequirements allows entering into supply agregsnand
forward purchase or cash-settled swap contractef Becember 31, 2005 and 2004, there were no atéres
contracts outstanding. In 2003, there were forvearttracts covering approximately 35% of Chemicaldarcts
North American requirements. Management regulasfeases its practice of purchasing a portion
commodity requirements forward and the utilizatidra variety of other raw material hedging instrumse in
addition to forward purchase contracts, in accocdamith changes in market conditions. Managemepped its
exposure on approximately 20% of its U.S. natuaal ggquirements during the months of August andeBaper
of 2004. The fixed price natural gas forward cortsand any premium associated with the purchaagpdte
cap are principally settled through actual delivefyhe physical commodity. The maturities of tlasit-settled
swap or cap contracts correlate to the actual psehof the commodity and have the effect or segui
limiting predetermined prices for the underlyingranodity. Although these contracts were structucelihit
exposure to increases in commaodity prices, cesaips may also limit the potential benefit the Campmight
have otherwise received from decreases in commeditgs. These cash-settled swap or cap contraats w
accounted for as cash flow hedges.

We also lease supplies of various precious metatd) as rhodium, used as catalysts for the manuéof
Chemical Products. With growing demand for theseipus metals, most notably in the automotive ifrgughe
cost to purchase or lease these precious metaladragsed, caused by a
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shortage in supply. These circumstances are expezontinue into the second half of 2006. Forcjunas
metals, the leases are distributed between a mmiofuhree lessors per product and are dividedseteral
contracts. A reassessment of the long term stratgprding the lease or purchase of precious meédlscting
the changed market conditions for some metalsydeuway. Although we seek to offset increasesim r
material prices with corresponding increases irpttiees of our products, we may not be able toajard there
may be periods when such product price increagglsdhind raw material cost increases.

Research and Development

All of our businesses conduct research and devedopactivities to increase competitiveness. Ticama
Performance Products, in particular, are innovatinanted businesses that conduct research andogevent
activities to develop new, and optimize existingyduction technologies, as well as to develop coroiaky
viable new products and applications.

Chemical Products has been focusing on improvimg pooduction technologies, such as improving
catalyst development, and supporting both debattking and cost reduction efforts. In the segment’s
Emulsions business line, research and developradatused on new products, new applications and new
technology platforms. In particular, an emphasiglé&ed on continuously upgrading existing products
particularly in the paints and coatings area.

Acetate Products has been concentrating on devejoy@w applications for acetate tow, such as isius
disposable consumer materials.

Research in Ticona is focused on the developmemé¢wfformulations and applications for its products
improved manufacturing processes and new polyméenaés with varying chemical and physical propestin
order to meet customer needs and to generate grohigheffort involves the entire value chain froew or
improved monomer production, polymerization and pomnding, to working closely with end-users to itifgn
new applications that can take advantage of thiggegerformance features. Ticona is continuallyiaying
compounding recipes to extend product propertigsgrades, while offering grade consistency on aalbasis
In addition, Ticona is developing new polymerizatend manufacturing technology in order to meetenuc
and ecological goals without sacrificing high gtyapirocessing.

The research and development activities of Perfocm#roducts are conducted at Nutrinova’s Frankfurt
Germany location. They are directed towards expanids existing technologies and developing new
applications for existing products in close coofierawith its customers.



Intellectual Property

We attach great importance to patents, trademegisirights and product designs in order to proteict
investment in research and development, manufagtamnd marketing. Our policy is to seek the wigestsible
protection for significant product and process dgwments in our major markets. Patents may coveuymts,
processes, intermediate products and product Bsetection for individual products extends for vagyperiods
in accordance with the date of patent applicatilimyfand the legal life of patents in the varimmintries. The
protection afforded, which may also vary from cayrd country, depends upon the type of patentitsnstope
of coverage.

In most industrial countries, patent protectiorsexifor new substances and formulations, as wdtiras
unique applications and production processes. Heweve do business in regions of the world where
intellectual property protection may be limited aifficult to enforce. We maintain strict informati security
policies and procedures wherever we do businesh Bformation security policies and proceduredude dat:
encryption, controls over the disclosure and safpkey of confidential information, as well as enyde
awareness training. Moreover, we monitor our coitgrstand vigorously challenge patent and trademark
infringement. For example, Chemical Products maista strict patent enforcement strategy, whichrbaslted
in favorable outcomes in a number of patent inkeimgnt matters in Europe, Asia and the United St¥ltesare
currently pursuing a number of matters relatinthinfringement of our acetic acid patents. Sofnsuo earlier
acetic acid patents will expire in 2007; other p&gecovering acetic acid are presently pending.
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As patents expire, the products and processesibed@nd claimed in those patents become generally
available for use by the public. Our European arfl. [gatents for making Sunett, expired at the énldeofirst
quarter of 2005, thereby reducing our ability talize revenues from making Sunett due to increaseatpetitior
and potential limitations and possibly causing Itssaf operations and cash flows relating to thedpict to be
less favorable than in the past. We believe thatdks of no other single patent which may expirthé next
several years will materially adversely affect business or financial results.

We also seek to register trademarks extensivetyrasans of protecting the brand names of our pteduc
which brand names become more important once thiespmnding patents have expired. We protect our
trademarks vigorously against infringement and aksek to register design protection where apprtgria

Environmental and Other Regulation

Obtaining, producing and distributing many of omdhucts involves the use, storage, transportatich a
disposal of toxic and hazardous materials. We @alogest to extensive, evolving and increasinglynsteint
national and local environmental laws and regutegjavhich address, among other things, the follgwin

. Emissions to the air;

. Discharges to surface and subsurface waters;

. Other releases into the environment;

. Generation, handling, storage, transportatie@atiment and disposal of waste materials;

. Maintenance of safe conditions in the workplauoe]

. Production, handling, labeling or use of chensicsed or produced by us.

We are subject to environmental laws and regulattbat may require us to remove or mitigate theotsf



of the disposal or release of chemical substancesrmus sites. Under some of these laws and agiguls,
a current or previous owner or operator of properay be held liable for the costs of removal orediation of
hazardous substances on, under, or in its propeittyout regard to whether the owner or operatavkiof, or
caused the presence of the contaminants, and tegsuaf whether the practices that resulted in the
contamination were legal at the time they occurfedmany of our production sites have an extendsty of
industrial use, it is impossible to predict prebisehat effect these laws and regulations will haweus in the
future. Soil and groundwater contamination has oecbat some of our sites, and might occur or bealiered
at other sites. Our worldwide expenditures forythar ended December 31, 2005, including those neghect tc
third party and divested sites, and those for caanpé with environmental control regulations anegfinal
company initiatives, totaled $84 million, of whig8 million was for capital projects. It is antictpd that
stringent environmental regulations will continoebe imposed on us and the industry in generahodigh we
cannot predict with certainty future expendituidise to new air regulations in the U.S., manageragpécts the
there will be a temporary increase in compliancgthat will total approximately $35 million to $4nillion
through 2007. According to our estimates, there begn additional increase of approximately $50ionilin
addition to the $35 million to $45 million durinbét time depending on the outcome of the pendingtco
challenge to the low risk alternative method of plimce allowed by recent air regulations for
Industrial/Commercial/lnstitutional Boilers and Bess Heaters, but thereafter management belieaethth
current spending trends will continue. It is diffitto estimate the future costs of environmentatgrtion and
remediation because of many uncertainties, inctudimcertainties about the status of laws, reguiatiand
information related to individual locations ancesit Subject to the foregoing, but taking into cdesation our
experience to date regarding environmental magteassimilar nature and facts currently known, vedidve that
capital expenditures and remedial actions to comyilly existing laws governing environmental protectwill
not have a material adverse effect on our busiaeddinancial results.
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Air Issues

In December 1997, the Conference of the Parti¢seobnited Nations Framework Convention on Climate
Change drafted the Kyoto Protocol, which would leléth significant emission reduction targets for gases
considered to have global warming potential (reféio as greenhouse gases) and would drive magdator
reductions in developed nations subject to thedemt With Russia’s ratification in November 20@de
Protocol has been adopted by enough of the lairgdrstrialized countries (defined in Annex | to #eotocol)
and came into effect in February 2005 in all natitivat have ratified it. The European Union or Eldluding
Germany and other countries where the Companyrt@sests, ratified the Kyoto Protocol in 2002 aagé
formulated applicable regulations. Recent Eurofgaion regulations required all EU member statesaee
implemented a trading system covering carbon dogighissions by January 1, 2005. Accordingly, arssiom
trading system came into effect at the start ofi2ale new regulation directly affects our powemns at the
Kelsterbach and Oberhausen sites in Germany arldhtieken site in Belgium, as well as the power fsléinc
operated by other InfraServ entities on sites dtlive operate. Our power plants and the Infrageatities may
be required to purchase carbon dioxide credits¢hvbould result in increased operating costs, or bea
required to develop additional cost-effective methto reduce carbon dioxide emissions further, wbimuld
result in increased capital expenditures. The reulation also indirectly affects our other operasiin the EU,
which may experience higher energy costs from tpandy providers. However, we have determined timat
impact of this legislation on future capital spergland operating costs will not be material.

In 2002, President Bush announced new climate eharitiptives for the U.S. Among the policies to be
pursued is a voluntary commitment to reduce theeeghouse gas intensity” of the U.S. economy B% 18
within the next ten years. The Bush Administrati®seeking to partner with various industrial sestincluding
the chemical industry, to reach this goal. The Aozer Chemistry Council, of which we are a membes h
committed to pursue additional reductions in greeisie gas intensity toward an overall target of 1802012,
using 1990 emissions intensity as the baselineciWviently emit carbon dioxide and smaller amouifits o
methane and experience some losses of polyfluednagdrocarbons used as refrigerants. We havetaesd
continue to invest in improvements to our procesisasincrease energy efficiency and decrease goeemse gas
intensity.

In some cases, compliance with environmental headthsafety requirements involves our incurringteap
expenditures. Due to new air regulations in thetéthBtates, management expects that there wilt&mporary
increase in compliance costs that will total appraately $35 million to $45 million through 2007. Fexample,



the Miscellaneous Organic National Emissions Stedgltor Hazardous Air Pollutants regulations, and
various approaches to regulating boilers and imaioes, including the National Emission Standaads f
Hazardous Air Pollutants (NESHAP) for Industrialf@mercial/Institutional Boilers and Process Heaterl,
impose additional requirements on our operationsigaificant portion of the NESHAP for
Industrial/Commercial/Industrial Boilers and Prazéeaters regulation that provides for a low ridkraative
method of compliance for hydrogen chloride emissibas been challenged in federal court. We camedigi
the outcome of this challenge, which could, if sssful, increase our costs by, according to oimeases,
approximately $50 million in addition to the $35llion to $45 million noted above through 2007 torgay with
this regulation.

Chemical Products Issues

Other new or revised regulations may place additioequirements on the production, handling, ladgpbtr
use of some chemical products. Pursuant to a Eampaion regulation on Risk Assessment of Existing
Chemicals, the European Chemicals Bureau of theg&an Commission has been conducting risk assessmen
on approximately 140 major chemicals. Some of tirentcals initially being evaluated include VAM, whi
CAG produces, as well as competitors’ productsh agcstyrene and 1f8istadiene. These risk assessments ¢
a multi-stage process to determine whether anchad @xtent the Commission should classify the chahais a
carcinogen and, if so, whether this classificatenmd related labeling requirements, should apply tmfinished
products that contain specified threshold concéntra of a particular chemical. In the case of VANg
currently do not expect a final ruling until 200¥e and other VAM producers are participating irs fhiocess
with detailed scientific analyses supporting thauistry’s position that VAM is not a probable hungancinogen
and that labeling of end

23

products should not be required but that, if isisould only be at relatively high parts per milliof residual
VAM levels in the end products. It is not possifleus to predict the outcome or effect of any finding.

Several recent studies have investigated possitie between formaldehyde exposure and variouscakdi
conditions, including leukemia. The Internationgehcy for Research on Cancer or IARC recently ssified
formaldehyde from Group 2A (probable human carcém)do Group 1 (known human carcinogen) based on
studies linking formaldehyde exposure to nasoptgeghcancer, a rare cancer in humans. IARC alsoleded
that there is insufficient evidence for a causabamtion between leukemia and occupational exjgosur
formaldehyde, although it also characterized ewiddnr such an association as strong. The resulfssRC’s
review will be examined by government agencies wetiponsibility for setting worker and environménta
exposure standards and labeling requirements.

We are a producer of formaldehyde and plasticwvddrirom formaldehyde. We, together with other
producers and users, are evaluating these findiligscannot predict the final effect of IARC’s rezddication.

Other recent initiatives will potentially requirexicological testing and risk assessments of a wadety o
chemicals, including chemicals used or producedsylhese initiatives include the Voluntary Chiluee
Chemical Evaluation Program and High Productionuvité Chemical Initiative in the United States, afl a®
various European Commission programs, such asalveeuropean Environment and Health Strategy,
commonly known as SCALE, and the proposal for tegiRration, Evaluation and Authorization and Restm
of Chemicals or REACH. REACH, which was proposedt®/European Commission in October 2003, will
establish a system to register and evaluate ché&smiwnufactured or imported to the European Union.
Depending on the final ruling, additional testidgcumentation and risk assessments will occuhi@ichemical
industry. This will affect European producers oéunficals as well as all chemical companies worldwtfide
export to member states of the European Union fillaéruling has not yet been decided.

The above-mentioned assessments in the Uniteds@tateEurope may result in heightened concernstabou
the chemicals involved, and in additional requiratadeing placed on the production, handling, lalgebr use
of the subject chemicals. Such concerns and additi@quirements could increase the cost incuryeau
customers to use our chemical products and othemist the use of these products, which could askiy
affect the demand for these products.

Remediation Issues

We are subject to claims brought by United Stategrfal or state regulatory agencies, regulatorpcige
in other jurisdictions or private individuals redarg the cleanup of sites that we own or operat@eal or



operated, or where waste or other material fromprations was disposed, treated or recycled. In
particular, we have a potential liability under theited States Federal Comprehensive Environm&sgaponse,
Compensation, and Liability Act of 1980, as amenaednmonly known as Superfund, the United States
Resource Conservation and Recovery Act, and rekitgd laws, or regulatory requirements in other
jurisdictions, or through obligations retained lntractual agreements for investigation and clearosps. Al
many of these sites, numerous companies, incluggngr one of our predecessor companies, havernmiied
that the Environmental Protection Agency or EPAtesgoverning body or private individuals consisiech
companies to be potentially responsible partiesufdiperfund or related laws. The proceedingsingldb
these sites are in various stages. The cleanuggsd@s not been completed at most sites. We rgrdaiew
the liabilities for these sites and accrue our ksitmate of our ultimate liability for investigati or cleanup
costs, but, due to the many variables involveduthsestimation, the ultimate liability may vary rindhese
estimates.

Our wholly-owned subsidiary, InfraServ VerwalturgsbH, is the general partner of the InfraServ
companies that provide on-site general and admatiigé services at German sites in Frankfurt amnMai
Hoechst, Gendorf, Huerth-Knapsack, Wiesbaden, Gloseén and Kelsterbach. Producers at the sitesding
our subsidiaries, are owners of limited partnershiprests in the respective InfraServ companiés. ifraServ
companies are liable for any residual contaminagiod other pollution because they own the reatesta
which the individual facilities operate. In additidHoechst, as the
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responsible party under German public law, is &ablthird parties for all environmental damage texurred
while it was still the owner of the plants and resiate. However, the InfraServ companies haveedgre
indemnify Hoechst from any environmental liabilaxising out of or in connection with environmergallution
of any InfraServ site. The partnership agreemertgige that, as between the limited partners, éatted
partner is responsible for any contamination caysedominantly by such partner. The limited pareave
also undertaken to indemnify Hoechst against siatfilities. Any liability that cannot be attributéd an
InfraServ partner and for which no third partyesponsible, is required to be borne by the InfraSempany in
question. In view of this potential obligation tingnate residual contamination, the InfraServ camigs in
which we have an interest, have recorded providiotading approximately $69 million as of DecemBér
2005. If the InfraServ companies default on thegpective indemnification obligations to eliminegsidual
contamination, the limited partners in the InfraSesmpanies have agreed to fund such liabilitiebject to a
number of limitations. To the extent that any ligigis are not satisfied by either the InfraSermganies or the
limited partners, these liabilities are to be bdmgeaus in accordance with the demerger agreement.

As between Hoechst and CAG, Hoechst has agreedi¢minify CAG for two-thirds of these demerged
residual liabilities. Likewise, in some circumstascCAG could be responsible for the eliminatiomesidual
contamination on a few sites that were not transéeto Infraserv companies, in which case Hoechstm
reimburse CAG for two-thirds of any costs so inedtr

Some of our facilities in Germany are over 100 gadd, and there may be significant contamination a
these facilities. Provisions are not recorded fateptial soil or groundwater contamination lialyilét facilities
still under operation, as German law does not atireequire owners or operators to investigate immdedy so
or groundwater contamination until the facilityclesed and dismantled, unless the authorities wiberdirect.
However, soil or groundwater contamination knowthi® owner or operator must be remedied if such
contamination is likely to have an adverse effecth® public. If we were to terminate operationsrat of our
facilities or if German law were changed to requiueh removal or clean up, the cost could be nate&rius. W
cannot accurately determine the ultimate potefisibllity for investigation and clean up at suctesi We adjust
provisions as new remedial commitments are madeNstes 4 and 18 to the consolidated financiaéstants.

Export Control Regulation

From time to time, certain of our foreign subsidiarhave made sales of acetate, sweeteners andeyoly
products to customers in countries that are or Ipasreiously been subject to sanctions and embaiggessed
by the U.S. government. These countries includeaClran, Sudan and Syria, four countries curreiditified
by the U.S. State Department as terrorist-spongatiates and other countries that previously haesb
identified by the U.S. State Department as terr@p®nsoring states, or countries to which sales haen
regulated in connection with other foreign poligncerns. In September 2005, we began an investigafi
these transactions and initially identified appnoately $10 million of sales by our foreign subsitia that may



be in violation of regulations of the United Stalesasury Department's Office of Foreign Assetstbn
or OFAC, or the United States Department of ComeisrBureau of Industry and Security. We now belitned
approximately $5 million of these sales may acjuld violations of U.S. law or regulation. The putal
violations uncovered by the investigation incluggm@ximately $180,000 of sales of emulsions to Cojpéwvo
of our foreign subsidiaries. Sales to Cuba areatiimhs of OFAC regulations. In addition, we haveergly
discovered that our sales office in Turkey sold/p@r products to companies in Iran and Syria, iticlg
indirectly selling product through other compari@sated in non-embargoed locations. These tramsecthay
have involved an intentional violation of our padis and federal regulations by employees of ouc®ih
Turkey. Our investigation of potentially prohibitedles is ongoing and we can not yet be certaineohumber
of these transactions, the sales amounts or tinditglef every individual who may have been invalve
However, sales from our office in Turkey to all tamers are approximately $12 million annually.

We have voluntarily disclosed these matters tdtt& Treasury Department and the U.S. Department of
Commerce, and we are currently engaged in disqussiith them. We have also taken corrective actions
including directives to senior business leader&ibpitng such sales, as well as
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modifications to our accounting systems that arenided to prevent the initiation of sales to caestthat are
subject to the U.S. Treasury Department or the Department of Commerce restrictions.

If violations of the U.S. export control laws amihd we could be subject to civil penalties of oi$50,00(
per violation, and criminal penalties could rangetaithe greater of $1 million per violation, orditimes the
value of the goods sold. If such violations occdrtbe United States Government could deny us éxpor
privileges. The ultimate resolution of this maitesubject to completion of our investigation anfihal ruling or
settlement with the government. Accordingly, wergatrestimate the potential sanctions or fines iredab this
matter. There can be no assurance that any govatahirgvestigation or our own investigation of thesatters
will not conclude that violations of applicable Ialvave occurred or that the results of these ifgaggins will
not have a material adverse effect on our busiaedsesults of operations. See “Risk FactoRisks Related t
Our Business—We are an international company améxyrosed to general, economic, political and egey
conditions and risks in the countries in which veedn significant operations.”

Organizational Structure
Significant Subsidiaries

We operate our global businesses through subsidiariEurope, North America and Asia, all of whigk
owned indirectly through a series of holding conipanOur European and Asian subsidiaries, including
Celanese Chemicals Europe GmbH, Ticona GmbH, NataNutrition Specialties & Food Ingredients GmbH,
and Celanese Singapore Pte., Ltd., are owned ailjitrey CAG. In North America, many of the businessre
consolidated under CAC which, through its whollyrme subsidiary, CNA Holdings, Inc., directly or irettly
owns the North American operating companies. Tiedade Celanese Ltd., Ticona Polymers, Inc., Gedan
Acetate LLC, and Grupo Celanese S.A.

Employees

As of December 31, 2005, we had approximately 9¢3@ployees worldwide from continuing operations,
compared to 9,100 as of December 31, 2004. Thigsepts an increase of approximately 1.5%. Theviatig
table sets forth the approximate number of empleyeea continuing basis as of December 31, 2003 ,2nd
2003.

Employees as of December 31,

2005 2004 2003
North America 4,90(C 5,50( 5,60(
thereof USA 3,50( 4,00( 4,00(
thereof Canad 60C 40C 40C

thereof Mexicc 80C 1,10( 1,20(



Europe 4,10C 3,30( 3,60(

thereof German 2,80( 3,00¢ 3,00¢
Asia 20C 20C 20C
Rest of World 10C 10C 10C
Total Employees 9,30( 9,10( 9,50(

Many of our employees are unionized, particulamysermany, Canada, Mexico, Brazil, Belgium and
France. However, in the United States, less thanqorarter of our employees are unionized. Moreadwer,
Germany and France, wages and general working tiomsliare often the subject of centrally negotiated
collective bargaining agreements. Within the lingiséablished by these agreements, our variousdiaties
negotiate directly with the unions and other latigyanizations, such as workers’ councils, représgithe
employees. Collective bargaining agreements betweeGerman chemical employers associations arahsani
relating to remuneration typically have a term négear, while in the United States a three yaan fer
collective bargaining agreements is typical. Weonffomprehensive benefit plans for employees agid th
families and believe our relations with employeessatisfactory.
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ltem 1A. Risk Factors

Many factors could have an effect on Celaneseanfifal condition, cash flows and results of operas.
We are subject to various risks resulting from ajiag economic, environmental, political, industoysiness
and financial conditions. The principal factors atescribed below.

Risks Related to Our Business

We are an international company and are exposedémeral economic, political and regulatory
conditions and risks in the countries in which weate significant operations.

We operate in the global market and have customemany countries. We have major facilities located
North America, Europe and Asia, including faciliim Germany, China, Japan, Korea and Saudi Al
operated through ventures. Our principal custoragssimilarly global in scope, and the prices af most
significant products are typically world marketqas. Consequently, our business and financialtsears
affected directly and indirectly by world econonmjalitical and regulatory conditions.

Conditions such as the uncertainties associatddwat, terrorist activities, epidemics, pandemics o
political instability in any of the countries in veh we operate could affect us by causing delayesses in the
supply or delivery of raw materials and productsvadl as increased security costs, insurance prasiand
other expenses. These conditions could also resaitlengthen economic recession in the UnitedeSta
Europe, Asia or elsewhere. Moreover, changes is awegulations, such as unexpected changes ategy
requirements (including import or export licensheguirements), or changes in the reporting requérasof
United States, German or European Union governrhagéncies, could increase the cost of doing bssiire
these regions. Any of these conditions may haveffatt on our business and financial results ad@evand
may result in volatile current and future pricesdar securities, including our stock.

From time to time, certain of our foreign subsidiarhave made sales of acetate, sweeteners anderoly
products to customers in countries that are or Ipaseiously been subject to sanctions and embairiggessed
by the U.S. government. These countries includeaClran, Sudan and Syria, four countries curreiditified
by the U.S. State Department as terrorist-spongatiates and other countries that previously haea b
identified by the U.S. State Department as terr@p®nsoring states, or countries to which sales haen
regulated in connection with other foreign poligncerns. In September 2005, we began an investigafi
these transactions and initially identified appnoately $10 million of sales by our foreign subsitia that may
be in violation of regulations of the United Stalesasury Department's Office of Foreign Assetstf@bnor
OFAC, or the United States Department of Commefetsau of Industry and Security. We now beliewat th
approximately $5 million of these sales may acyubé violations of U.S. law or regulation. The putal
violations uncovered by the investigation inclugem@ximately $180,000 of sales of emulsions to Clojpéwo
of our foreign subsidiaries. Sales to Cuba areatiimhs of OFAC regulations. In addition, we haveergly
discovered that our sales office in Turkey sold/pwr products to companies in Iran and Syria, iticlg



indirectly selling product through other compari@sated in non-embargoed locations. These tramseti
may have involved an intentional violation of owlipies and federal regulations by employees ofaffice in
Turkey. Our investigation of potentially prohibitedles is ongoing and we can not yet be certaineohumber
of these transactions, the sales amounts or tinditlef every individual who may have been invalve
However, sales from our office in Turkey to all tamers are approximately $12 million annually.

We have voluntarily disclosed these matters tdtt& Treasury Department and the U.S. Department of
Commerce, and we are currently engaged in disaussiith them. We have also taken corrective actions
including directives to senior business leadersipitng such sales, as well as modifications to@zcounting
systems that are intended to prevent the initiatiosales to countries that are subject to the Ur&asury
Department or the U.S. Department of Commerceicéstis.

If violations of the U.S. export control laws amihd we could be subject to civil penalties of oi$50,00(
per violation, and criminal penalties could rangetaithe greater of $1 million per violation, orditimes the
value of the goods sold. If such violations occdstee United States Government could
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deny us export privileges. The ultimate resolutibthis matter is subject to completion of our istigation and
a final ruling or settlement with the governmentcArdingly, we cannot estimate the potential sanstior fines
relating to this matter. There can be no assurtrateany governmental investigation or our own 8tigation of
these matters will not conclude that violationsapplicable laws have occurred or that the restilthese
investigations will not have a material adversee&fbn our business and results of operations.

Cyclicality in the industrial chemicals industry hain the past and may in the future result in redeat
operating margins or in operating losses.

Consumption of the basic chemicals that we manufactn particular those in acetyl products, sueh a
methanol, formaldehyde, acetic acid and vinyl aeetaonomer, has increased significantly over ths pa
years. Despite this growth in consumption, prodsibeve experienced alternating periods of inadecqeegtacit'
and excess capacity for these products. Periotledéquate capacity, including some due to raw madte
shortages, have usually resulted in increasedggdlices and operating margins. This has often fawed
by periods of capacity additions, which have resiilh declining capacity utilization rates, sellimgces and
operating margins

We expect that these cyclical trends in sellinggsiand operating margins relating to capacitytfitsr
and additions will likely persist in the futurejqipally due to the continuing combined impacfieé factors:

. Significant capacity additions, whether throygiint expansion or construction, can take two tegh
years to come on stream and are therefore nedgdsasied upon estimates of future dem:

. When demand is rising, competition to build reapacity may be heightened because new capacity
tends to be more profitable, with a lower margir@dt of production. This tends to amplify upswings
in capacity.

. When demand is falling, the high fixed cost stuwe of the capitalrtensive chemicals industry leg
producers to compete aggressively on price in daeraximize capacity utilization.

. As competition in these products is focused Beep being a low-cost producer is critical to
profitability. This favors the construction of langplants, which maximize economies of scale, but
which also lead to major increases in capacity ¢hatoutstrip current growth in demand.

. Cyclical trends in general business and econattiwity produce swings in demand for chemicals.
The length and depth of product and industry busssecycles of our markets, particularly in the

automotive, electrical, construction and textiledaostries, may result in reduced operating marginsio
operating losses.



Some of the markets in which our customers pagteipsuch as the automotive, electrical, constrncind
textile industries, are cyclical in nature, thusipg a risk to us which is beyond our control. Ehesrkets are
highly competitive, to a large extent driven by arsg markets, and may experience overcapacitygf alhich
may affect demand for and pricing of our produ

We are subject to risks associated with the incegsgolatility in raw materials prices and the avaldility
of key raw materials.

We purchase significant amounts of natural gag/letle, butane, methanol and propylene from thirtigs
for use in our production of basic chemicals in@emical Products segment, principally formaldehyatetic
acid, vinyl acetate monomer, as well as oxo prallbste use a portion of our output of these chemijdalturn,
as inputs in the production of further productalirour segments. We also purchase significant amsoof
cellulose or wood pulp for use in our productiorceflulose acetate in the Acetate Products segrinémat.
purchase significant amounts of natural gas, etétytrcoal and fuel oil to supply the energy ragdiin our
production processes.
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We also lease supplies of various precious metatd) as rhodium, used as catalysts for the pramtucfi
these chemicals. With growing demand for theseipueanetals, most notably in the automotive indygtre
cost to purchase or lease these precious metaladraased, caused by a shortage in supply. These
circumstances are expected to continue into thensklsalf of 2006.

Prices of natural gas, oil and other hydrocarbemkemergy increased dramatically in 2005 and 2064.
the extent this trend continues and we are unabpass through these price increases to our cusipme
operating profit and results of operations maydss favorable than expected.

We are exposed to any volatility in the prices of aw materials and energy. Although we have
agreements providing for the supply of natural gésylene, propylene, wood pulp, electricity, caatl fuel oil,
the contractual prices for these raw materialsearetgy vary with market conditions and may be higiulatile.
Factors which have caused volatility in our raw eniad prices in the past and which may do so inftiere
include:

. Shortages of raw materials due to increasingasheine.g., from growing uses or new uses;

. Capacity constraints, e.g., due to construatieiays, strike action or involuntary shutdowns;

. The general level of business and economic iagtand

. The direct or indirect effect of governmentajukation.

We strive to improve profit margins of many of guoducts through price increases when warranted and
accepted by the market; however, our operating imargay decrease if we cannot pass on increased raw
material prices to customers. Even in periods dwihich raw material prices decline, we may suffecreasing
operating profit margins if raw material price redans occur at a slower rate than decreases isdffing price:
of our products.

A substantial portion of our products and raw niaterare commodities whose prices fluctuate as atark
supply/demand fundamentals change. We manage posese through the use of derivative instruments an
forward purchase contracts for commodity price lirgigentering into long-term supply agreements, ramdti-
year purchasing and sales agreements. Our poliché majority of our natural gas and butane nesoénts
allows entering into supply agreements and forwanthase or cash-settled swap contracts. As ofbleee31,
2005 and 2004, there were no derivative contradisi® type outstanding. In 2003, there were fodveontracts
covering approximately 35% of our Chemical Prodidsth American requirements. We regularly assess o
practice of purchasing a portion of our commodéguirements forward, and the utilization of a vigrief other
raw material hedging instruments, in addition tovfard purchase contracts, in accordance with chaimge
market conditions.



We capped our exposure on approximately 20% ofJo8r natural gas requirements during the months of
August and September of 2004. The fixed price m&tas forward contracts and any premium associaitid
the purchase of a price cap are principally settiedugh actual delivery of the physical commoditiie
maturities of the cash-settled swap or cap corgremtrelate to the actual purchases of the commaditl have
the effect of securing or limiting predetermineétps for the underlying commodity. Although thesatcacts
were structured to limit exposure to increasesimmodity prices, certain swaps may also limit tbeeptial
benefit we might have otherwise received from deses in commodity prices. These cash-settled swegpo
contracts were accounted for as cash flow hedges.

We have a policy of maintaining, when available]tiple sources of supply for raw materials. However
some of our individual plants may have single sesiaf supply for some of their raw materials, sasttarbon
monoxide and acetaldehyde. We may not be abletarobufficient raw materials due to unforeseen
developments that would cause an interruption ppbu Even if we have multiple sources of supplydaaw
material, these sources may not make up for treedba major supplier. Nor can there be any guesstitat
profitability will not be affected should we be técpd to qualify additional sources of supply ie #awvent of the
loss of a sole or a major supplier.

Failure to develop new products and production techogies or to implement productivity and cost
reduction initiatives successfully may harm our cpetitive position.

Our operating results, especially in our Perforneaoducts and Ticona segments, depend significantl
the development of commercially viable new produptsduct grades and applications,
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as well as production technologies. If we are uosssful in developing new products, applicatiornd an
production processes in the future, our competjiogition and operating results will be negativefgected.
Likewise, we have undertaken and are continuingntdertake initiatives in all segments to improvedurctivity
and performance and to generate cost savings. Thigadves may not be completed or beneficiatlor
estimated cost savings from such activities maybeatealized.

Frankfurt airport expansion could require us to ragte production capacity of, limit expansion potesti
of, or incur relocation costs for our KelsterbacHamt which would lead to significant additional cts

The Frankfurt airport’s expansion plans include¢bastruction of an additional runway (the northives
option), which would be located in close proximityour Kelsterbach production plant. The constarctf this
particular runway could have a negative effecttmplants current production capacity and future develofn
While the government of the state of Hesse anawreer of the Frankfurt airport promote the expansibthe
northwest option, it is uncertain whether this optis in accordance with applicable laws. Althotig
government of the state of Hesse expects the plarogal for the airport expansion in 2007 and tiaet ©f
operations in 2009-2010, neither the final outcarhthis matter nor its timing can be predictedhés time.

Environmental regulations and other obligations ring to environmental matters could subject us to
liability for fines, clean-ups and other damagegquire us to incur significant costs to modify ooperations
and increase our manufacturing and delivery costs.

Costs related to our compliance with environmelatak concerning, and potential obligations withpess
to, contaminated sites may have a significant megi@npact on our operating results. These inclidéations
related to sites currently or formerly owned ormped by us, or where waste from our operationsdissosed.
We also have obligations related to the indemrgigament contained in the demerger and transfeeagnt
between CAG and Hoechst, also referred to as thmedger agreement, for environmental matters arisinigpf
certain divestitures that took place prior to teen@rger. See “Management’s Discussion and Anabyfsis
Financial Condition and Results of Operations—¢€aitiAccounting Policies and Estimates—Environmental
Liabilities,” Notes 18 and 25 to the consolidafetancial statements.

Our operations are subject to extensive internatjorational, state, local, and other supranatitavas and
regulations that govern environmental and healthsafety matters. We incur substantial capital @hér costs
to comply with these requirements. If we violaterth we can be held liable for substantial fines athér
sanctions, including limitations on our operatiassa result of changes to or revocations of enmental
permits involved. Stricter environmental, safetd &ealth laws, regulations and enforcement polictagd
result in substantial costs and liabilities to udéimitations on our operations and could subjeatimandling,
manufacture, use, reuse or disposal of substamqeslotants to more rigorous scrutiny than at pres



Consequently, compliance with these laws couldlt@ssignificant capital expenditures as well alsey
costs and liabilities and our business and opeyatiaults may be less favorable than expectedi®uoew air
regulations in the U.S., management expects tlea¢ thill be a temporary increase in compliancetisit will
total approximately $35 million to $45 million thrgh 2007. For example, the Miscellaneous OrganioNal
Emissions Standards for Hazardous Air PollutantS8§NAP) regulations, and various approaches to aiggl
boilers and incinerators, including the NESHAPSsIfatustrial/ Commercial/Institutional Boilers antbPess
Heaters, will impose additional requirements onaperations. Although some of these rules have been
finalized, a significant portion of the NESHAPs tadustrial/Commercial/Institutional Boilers andoeess
Heaters regulation that provides for a low riskeaiative method of compliance for hydrogen chlogdgssions
has been challenged in federal court. We canndligirthe outcome of this challenge, which couldsutcessful
increase our costs by, according to our estimafgsoximately $50 million in addition to the $35llion to $45
million noted above through 2007 to comply withsthégulation.

We are also involved in several claims, lawsuitd administrative proceedings relating to environtakn
matters. An adverse outcome in any of them maythexiyaaffect our earnings and cash flows in aipatar
reporting period.
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Changes in environmental, health and safety regulat requirements could lead to a decrease in dem
for our products.

New or revised governmental regulations relatingdalth, safety and the environment may also affect
demand for our products.

Pursuant to the European Union regulation on RiskeAsment of Existing Chemicals, the European
Chemicals Bureau of the European Commission has tmeducting risk assessments on approximately 140
major chemicals. Some of the chemicals initialljngesvaluated include VAM, which we produce. Thesk
assessments entail a multi-stage process to deetmivhat extent the European Commission shoakbity
the chemical as a carcinogen and, if so, whethecthssification and related labeling requiremestitisuld apply
only to finished products that contain specifiegeiihold concentrations of a particular chemicathincase of
VAM, we currently do not expect a final ruling uritie end of 2007. We and other VAM producers are
participating in this process with detailed scifotnalyses supporting the industry’s positiort MAM is not a
probable human carcinogen and that labeling of fineducts should not be required. If labelingaquired, thei
it should depend on relatively high parts per millof residual VAM in these end products. We carmmetlict
the outcome or effect of any final ruling.

Several recent studies have investigated possitks between formaldehyde exposure and various end
points including leukemia. The International AgefayResearch on Cancer or IARC recently reclasifi
formaldehyde from Group 2A (probable human carcam)do Group 1 (known human carcinogen) based on
studies linking formaldehyde exposure to nasoplgeghcancer, a rare cancer in humans. IARC alsoluded
that there is insufficient evidence for a causabamtion between leukemia and occupational exjgosur
formaldehyde, although it also characterized ewiédor such an association as strong. The resul&RC’s
review will be examined by government agencies wetponsibility for setting worker and environménta
exposure standards and labeling requirements. ¥a producer of formaldehyde and plastics derivesoh f
formaldehyde. We are participating together witheotproducers and users in the evaluations of tiediegs.
We cannot predict the final effect of IARC’s reddiation.

Other recent initiatives will potentially requirexicological testing and risk assessments of a wadeety o
chemicals, including chemicals used or producedshyl hese initiatives include the Voluntary Chiluee
Chemical Evaluation Program and High Productionuvied Chemical Initiative in the United States, adl a®
various European Commission programs, such asaveburopean Environment and Health Strategy,
commonly known as SCALE, as well as the Propogatfe Registration, Evaluation, Authorization and
Restriction of Chemicals or REACH. REACH, which tieropean Commission proposed in October 2003, will
establish a system to register and evaluate ché&smwnufactured in, or imported to, the Europeaiobin
Depending on the final ruling, additional testidgcumentation and risk assessments will occui@ichemical
industry. This will affect European producers oéunticals as well as all chemical companies worldwtfide
export to member states of the European Union fiflaéruling has not yet been decided.

The above-mentioned assessments in the UnitedsStatkEurope may result in heightened concernstabou
the chemicals involved and in additional requiretadaeing placed on the production, handling, ladgetr use



of the subject chemicals. Such concerns and additi@quirements could increase the cost incuryeaiubp
customers to use our chemical products and othemist the use of these products, which could ead
decrease in demand for these products.

Our production facilities handle the processing séme volatile and hazardous materials that subjest
to operating risks that could have a negative effea our operating results.

Our operations are subject to operating risks asttwith chemical manufacturing, including thiated
storage and transportation of raw materials, prtedacd wastes. These hazards include, among dihgst

. pipeline and storage tank leaks and ruptures;

. explosions and fires; and
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. discharges or releases of toxic or hazardoustanbes.

These operating risks can cause personal injuopgity damage and environmental contamination, and
may result in the shutdown of affected facilitiesldhe imposition of civil or criminal penaltiesh& occurrence
of any of these events may disrupt production ancta negative effect on the productivity and pabflity of a
particular manufacturing facility and our operatiegults and cash flows.

We maintain property, business interruption andiakyg insurance which we believe is in accordanith w
customary industry practices, but we cannot pregiather this insurance will be adequate to futlyer all
potential hazards incidental to our business. W lestablished two captive insurance subsidiaries
(“Captives™) that provide a portion of the total insurance cagerto us for certain of our lower tier propertyd
casualty risks. They additionally provide coverégthird parties for their higher tier risk prograntf there wer
concurrent claims made on all policies issued lyGhptives, sufficient capital may not be availdblethem to
satisfy all claims against all such policies.

Our significant non-U.S. operations expose us t@lgal exchange rate fluctuations that could impaatro
profitability.

We are exposed to market risk through commercidiferancial operations. Our market risk consists
principally of exposure to fluctuations in currerexchange and interest rates.

As we conduct a significant portion of our operati@mutside the U.S., fluctuations in currenciestber
countries, especially the euro, may materiallyafteur operating results. For example, changesiirency
exchange rates may affect:

. The relative prices at which we and our compedisell products in the same market; and

. The cost of items required in our operations.

We use financial instruments to hedge our expasufereign currency fluctuations. The net notional
amounts under such foreign currency contracts audstg at December 31, 2005 were $564 million.

A substantial portion of our net sales is denongidan currencies other than the U.S. dollar. In our
consolidated financial statements, we translatdamal currency financial results into U.S. dolldesed on
average exchange rates prevailing during a regppémiod or the exchange rate at the end of thadgheDuring
times of a strengthening U.S. dollar, at a condtarel of business, our reported internationalsagarnings,
assets and liabilities will be reduced becausédted currency will translate into fewer U.S. dofla

In addition to currency translation risks, we ineucurrency transaction risk whenever one of oeratng
subsidiaries enters into either a purchase ores $ensaction using a currency different fromdperating
subsidiary’s functional currency. Given the volgtibf exchange rates, we may not be able to manage
currency transaction and/or translation risks eiifety, or volatility in currency exchange ratesyrexpose our



financial condition or results of operations tagn#ficant additional risk. Since a portion of our
indebtedness is and will be denominated in cure=neother than U.S. dollars, a weakening of the to8ar
could make it more difficult for us to repay oudebtedness.

Significant changes in pension fund investment peninance or assumptions relating to pension costs
may have a material effect on the valuation of persobligations, the funded status of pension plar®d our
pension cost

Our funding policy for pension plans is to accuntelfplan assets that, over the long run, will apjpnaxe
the present value of projected benefit obligati@hsr pension cost is materially affected by thedist rate
used to measure pension obligations, the levelaof @ssets available to fund those obligationket t
measurement date and the expected long-term ragtush on plan assets. Significant changes insimrent
performance or a change in the portfolio mix ofésted assets can result in corresponding increases
decreases in the valuation of plan assets, paatigwdquity securities, or in a change of the eigecate of
return on plan assets. A change in the discouatwauld result in a significant increase or decegaghe
valuation of pension obligations, affecting theaeed funded status of our pension plans as welaset
periodic pension cost in the following fiscal yegsgmilarly, changes in the expected return on plssets can
result in significant changes in the net periodagion cost for subsequent fiscal years.
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CAG may be required to make payments to Hoechst.

Under its 1999 demerger agreement with Hoechst, @g®ed to indemnify Hoechst for environmental
liabilities that Hoechst may incur with respect3AG’s German production sites, which were transigfrom
Hoechst to CAG in connection with the demerger. Céi&» has an obligation to indemnify Hoechst agains
liabilities for environmental damages or contamimairising under certain divestiture agreementsred into
by Hoechst prior to the demerger. As the indemaifan obligations depend on the occurrence of wiptable
future events, the costs associated with them @irget determinable and may materially affect ofegaresults

CAG’s obligation to indemnify Hoechst against ligbs for environmental contamination in connentio
with the divestiture agreements is subject to dtlevving thresholds (translated into U.S. dollasing the
December 31, 2005 exchange rate):

. CAG will indemnify Hoechst for the total amouwsftthese liabilities up to €250 million
(approximately $295 million);

. Hoechst will bear the full amount of those lidkas between €250 million (approximately $295
million) and €750 million (approximately $885 miih); and

. CAG will indemnify Hoechst for one third of thediabilities for amounts exceeding €750 million
(approximately $885 million).

CAG has made total cumulative payments through Déee 31, 2005 of $41 million for environmental
contamination liabilities in connection with thevestiture agreements, and may be required to nddié@nal
payments in the future. As of December 31, 2005haxe reserves of approximately $33 million fosthi
contingency, and may be required to record additiogserves in the future.

Also, CAG has undertaken in the demerger agreetoentlemnify Hoechst to the extent that Hoechst is
required to discharge liabilities, including taadilities, in relation to assets included in thendeger, where sui
liabilities have not been demerged due to trarsf@ther restrictions. CAG did not make any payradat
Hoechst during the year ended December 31, 2004%iddét make any payments in 2004 or 2003 in catina
with this indemnity.

Under the demerger agreement, CAG will also bearsiple, directly or indirectly, for all of Hoeclst
obligations to past employees of businesses that demerged to CAG. Under the demerger agreement,
Hoechst agreed to indemnify CAG from liabilitiesHer than liabilities for environmental contamiiogi)
stemming from the agreements governing the divestibf Hoechst's polyester businesses, which were



demerged to CAG, insofar as such liabilities retatthe European part of that business. Hoechsalsas
agreed to bear 80% of the financial obligationsiag in connection with the government investigagémd
litigation associated with the sorbates industrypfiace fixing described in “Legal Proceedings—Bates
Antitrust Actions” and Note 25 to the Consolidatédhancial Statements, and CAG has agreed to hear t
remaining 20%.

Our variable rate indebtedness subjects us to iestrate risk, which could cause our debt service
obligations to increase significantly and affect poperating results.

Certain of our borrowings, primarily borrowings wndhe amended and restated senior credit fasilitiee
at variable rates of interest and expose us todsteate risk. If interest rates increase, whiehexpect to occur,
our debt service obligations on the variable ratlebtedness would increase even though the amounoied
remained the same, and our net income and caslalaledior servicing our indebtedness would decreaseof
December 31, 2005, we had approximately $1.9 hilibvariable rate debt, of which $0.3 billion isdged with
an interest rate swap, which leaves us approximn&®eb billion of variable rate debt subject tceirgst rate
exposure. Accordingly, a 1% increase in interesravould increase annual interest expense by rippately
$16 million.

We may enter into interest rate swap agreementsdiece the exposure of interest rate risk inhareatir
debt portfolio. We have, in the past, used swapsddging purposes only.
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We are a “controlled company” within the meaningf the New York Stock Exchange rules and, as a
result, are exempt from certain corporate governan@quirements.

Affiliates of the Sponsor continue to control a oréty of the voting power of our outstanding common
stock. As a result, we are a “controlled comparwithin the meaning of the New York Stock Exchange
corporate governance standards. Under the New Starék Exchange rules, a company of which more 8@
of the voting power is held by another company ‘is@ntrolled company” and need not comply withrzen
requirements, including (1) the requirement thatagority of the board of directors consist of indagent
directors, (2) the requirement that the nominatiognmittee be composed entirely of independent ttireavith
a written charter addressing the committee’s pue@osl responsibilities, (3) the requirement that th
compensation committee be composed entirely ofgedéent directors with a written charter addrestieg
committee’s purpose and responsibilities and (d)r&dguirement for an annual performance evaluatidhe
nominating/corporate governance and compensatiomitiees. We intend to utilize these exemptionsaAs
result, we will not have a majority of independdirectors nor will our nominating and compensation
committees consist entirely of independent directdccordingly, you will not have the same protecs
afforded to shareholders of companies that areestity) all of the New York Stock Exchange corporate
governance requirements.

Because our Sponsor controls us, the influence af public shareholders over significant corporate
actions will be limited, and conflicts of interebetween our Sponsor and us or you could arise ie fiture.

Our Sponsor beneficially owns (or has a right tqua@) approximately 52.1% of our outstanding SeAe
common stock. Under the terms of the stockholdegséement between us and the Original Shareholckntsjr
of the Original Stockholders that are affiliatestod Sponsor are also entitled to designate allimess for
election to our board of directors for so longteesythold at least 25% of the total voting poweoof Series A
common stock. Thereafter, although our Sponsorneillhave an explicit contractual right to do sanay still
nominate directors in its capacity as a stockholdsra result, our Sponsor, through its controlrdize
composition of our board of directors and its cohtf the majority of the voting power of our Sexi& common
stock, will continue to have effective control owen decisions to enter into any corporate transaetnd will
have the ability to prevent any transaction thgtinees the approval of equityholders, regardlesstafther or
not other equityholders believe that any such &atian is in their own best interests. For examplg,Sponsor
effectively could cause us to make acquisitions itherease our indebtedness or to sell revenuergtng
assets. Additionally, our Sponsor is in the busreamaking investments in companies and may fiioma to
time acquire and hold interests in businessesctivapete directly or indirectly with us. Our Sponstay also
pursue acquisition opportunities that may be complgary to our business, and as a result, thosésitton
opportunities may not be available to us. So lomgua Sponsor continues to own a significant amoéiour
equity, even if such amount is less than 50%, lita@intinue to be able to significantly influenceedfectively
control our decisions.



Our second amended and restated certificate ofpication renounces any interest or expectancykeat
have in, or right to be offered an opportunity &tigipate in, specified business opportunitiese $acond
amended and restated certificate of incorporatiothér provides that none of the Original Stockleodd
(including the Sponsor) or their affiliates or atiyector who is not employed by Celanese (including non-
employee director who serves as one of our offizel®th his director and officer capacities) o bor her
affiliates has any duty to refrain from (i) engagin a corporate opportunity in the same or sinlitags of
business in which we or our affiliates now engagpropose to engage or (ii) otherwise competindywi. In
addition, in the event that any of the Original&twolders (including the Sponsor) or any non-emgéoglirector
acquires knowledge of a potential transaction beiobusiness opportunity which may be a corporppodunity
for itself or himself or its or his affiliates aridr Celanese or its affiliates, such Original Stoakier or non-
employee director has no duty to communicate araffich transaction or business opportunity tondsnaay
take any such opportunity for themselves or otfén another person or entity.
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Our future success will depend in part on our alylito protect our intellectual property rights, araur
inability to enforce these rights could reduce oability to maintain our market position and our magins.

We attach great importance to patents, trademegisirights and product designs in order to proteict
investment in research and development, manufagtamnd marketing. Our policy is to seek the wigestsible
protection for significant product and process dgwaments in our major markets. Patents may coveuymts,
processes, intermediate products and product Bsetection for individual products extends for vagyperiods
in accordance with the date of patent applicatilimyfand the legal life of patents in the varimmintries. The
protection afforded, which may also vary from cayrd country, depends upon the type of patentitsnstope
of coverage. Our continued growth strategy maydous to regions of the world where intellectualgany
protection may be limited and difficult to enforce.

As patents expire, the products and processesibed@nd claimed in those patents become generally
available for use by the public. Our European arf8l. l[gatents for making Sunett, an important Perémte
Products product, expired at the end of the fiustrter of 2005, which reduces our ability to realievenues
from making Sunett due to increased competitionf@tdntial limitations and will result in our retubf
operations and cash flows relating to the prodeaidless favorable than today.

We also seek to register trademarks extensivetyrasans of protecting the brand names of our pteduc
which brand names become more important once thiespmnding patents have expired. If we are natessfu
in protecting our trademark rights, our revenuesults of operations and cash flows may be adweadtscted.

The market price of our Series A common stock manolatile, which could cause the value of your
investment to decline.

Securities markets worldwide experience signifiqgaite and volume fluctuations. This market voistjl
as well as general economic, market or politicaldittons, could reduce the market price of the €A
common stock in spite of our operating performaftaddition, our operating results could be betbes
expectations of public market analysts and investamd in response, the market price of our Sériesmmon
stock could decrease significantly.

Provisions in our second amended and restated fiegte of incorporation and bylaws, as well as any
shareholder’ rights plan, may discourage a takeover attempt.

Provisions contained in our second amended anateelstertificate of incorporation and bylaws comlake
it more difficult for a third party to acquire usven if doing so might be beneficial to our shatédrs.
Provisions of our second amended and restatedicaiei of incorporation and bylaws impose variotscedura
and other requirements, which could make it moffécdit for shareholders to effect certain corperattions.
For example, our second amended and restatedeadibf incorporation authorizes our board of clives to
determine the rights, preferences, privileges asttrictions of unissued series of preferred stadthout any
vote or action by our shareholders. Thus, our bo&directors can authorize and issue shares éépesl stock
with voting or conversion rights that could advéysafect the voting or other rights of holdersmfr Series A
common stock. These rights may have the effecetzyihg or deterring a change of control of our pamy. In
addition, a change of control of our company maylélayed or deterred as a result of our havingethlasses ¢
directors (each class elected for a three yeanterras a result of any shareholders’ rights pleat bur board of
directors may adopt. In addition, we would be reegliito issue additional shares of our Series A comstock
to holders of the preferred stock who convert folltg a fundamental change. These provisions caniid the



price that certain investors might be willing toypa the future for shares of our Series A commimcls

Risks Related to the Acquisition of CAG

If the Domination Agreement ceases to be operatihe, Company’s managerial control over Celanese
AG is limited.

We own 100% of the outstanding shares of CAC amdagimately 98% of the outstanding shares of CAG.
Our access to the cash flows and our control of GA&ubject to the continuing effectiveness ofBlmanination
Agreement.
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The Domination Agreement is subject to legal cimgjéss instituted by dissenting shareholders. Migorit
shareholders have filed several actions against @A48e Frankfurt District Courtl{andgericht), including
actions that seek to set aside the shareholddutiess passed at the extraordinary general meéighd on July
30 and 31, 2004. Although a number of these lawsudére settled in March 2006, if any of the renragni
lawsuits are successful, the Domination Agreemedtthe change in CAG’s fiscal year could be dedam@id
and CAG could be prohibited from performing itsigbtions under the Domination Agreement. In additio
public register proceedings instituted by two mityoshareholders are pending in the Kénigstein L@maurt
( Amtsgerich). These proceedings were commenced with a vidvate the registration of the Domination
Agreement in the Commercial Register delet@antsloschungsverfahrgnSee “Legal Proceedings.”

If the Domination Agreement ceases to be operativePurchaser’s ability, and thus our ability emirol
the board of management decisions of CAG, willigaificantly limited by German law. As a result, wey no
be able to ensure that our strategy for the omerati our business can be fully implemented. Initaaiy our
access to the operating cash flow of CAG in ordduhd payment requirements on our indebtednesdevil
limited, which could have a material adverse eftecthe value of our stock.

If the Domination Agreement ceases to be operatis@stain actions taken under the Domination
Agreement might have to be revers:

If the legal challenges to the Domination Agreentsntlissenting shareholders of CAG are successful,
some or all actions taken under the Domination Agrent may be required to be reversed and the Ragcha
may be required to compensate CAG for damages ddoyssuch actions. Any such event could have anahte
adverse effect on our ability to make paymentsunirmdebtedness and on the value of our stock.

Minority shareholders may interfere with CAG’future actions, which may prevent us from causiG\G
to take actions which may have beneficial effeabs bur shareholders.

The Purchaser currently owns approximately 98%ef@AG Shares. Shareholders unrelated to us held th
remainder of the outstanding CAG Shares. Germarplamides certain rights to minority shareholderkich
could have the effect of delaying, or interferinighjcorporate actions (including those requirihgreholder
approval), such as a squeeze-out in accordanceahethrovisions of the German Transformation Act
( Umwandlungsgesetz, UmwGMinority shareholders may be able to delay @vpnt the implementation of
CAG's corporate actions irrespective of the size af gteareholding. Any challenge by minority sharelest tc
the validity of a corporate action may be subjedutlicial resolution that may substantially detayhinder the
implementation of such action. Such delays ofnterferences with, corporate actions as well agedl
litigation may limit our access to CAG'’s cash floarsd make it difficult or impossible for us to tade
implement corporate actions which may be desirabléew of our operating or financial requirements,
including actions which may have beneficial effdotsour shareholders.

CAG's board of management may refuse to comply wiitktructions given by the Purchaser pursuant to
the Domination Agreement, which may prevent us framausing CAG to take actions which may have
beneficial effects for our shareholders.

Under the Domination Agreement, the Purchasertiiehto give instructions directly to the board o
management of CAG, including, but not limited twstructions that are disadvantageous to CAG, asdsrsucl
disadvantageous instructions benefit the Purctarsttie companies affiliated with either the Purehnas CAG.
CAG'’s board of management is required to compihwity such instruction, unless, at the time whe su
instruction is given, (i) it is, in the opinion tfe board of management of CAG, obviously not mittterests of
the Purchaser or the companies affiliated withegithe Purchaser or CAG, (ii) in the event of adigantageous



instruction, the negative consequences to CAG iagraportionate to the benefits to the Purchaséner
companies affiliated with either the Purchaser AGC (iii) compliance with the instruction would Vate legal
or statutory restrictions, (iv) compliance with tihstruction would endanger the existence of CA@it is
doubtful whether the Purchaser will be able toyfelbmpensate CAG, as required by the DominatioreAgrent
for its annual loss
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( Jahresfehlbetrag incurred during the fiscal year in which suchtinstion is given. The board of management
of CAG remains ultimately responsible for making #xecutive decisions for CAG and the Purchasepitie

the Domination Agreement, is not entitled to acbehalf of, and has no power to legally bind, CAGe CAG
board of management may delay the implementatiparatfuse to implement, any of the Purchaser’s
instructions despite its general obligation todwllsuch instructions (with the exceptions mentioakdve).

Such delays of, or interferences with, complianéé the Purchaser’s instructions by the board ofiagement

of CAG may make it difficult or impossible for tlrchaser to implement corporate actions which beay
desirable in view of our operating or financialwge@ments, including actions which may have berfeffects
for our shareholders.

The Purchaser is required to ensure that CAG payguaranteed fixed annual payment to the minority
shareholders of CAG, which may reduce the funds terchaser can otherwise make available to

As long as the Purchaser does not own 100% ofutstanding CAG Shares, the Domination Agreement
requires, among other things, the Purchaser torertisat CAG makes a gross guaranteed fixed anmyahent
(Ausgleich) to minority shareholders of €3.27 per CAG shassIcertain corporate taxes in lieu of any future
dividend. Taking into account the circumstancesthedax rates at the time of entering into of Eleenination
Agreement, the net guaranteed fixed annual paymeé#.89 per CAG share for a full fiscal year. As o
December 31, 2005, there were approximately 0.BomiCAG Shares held by minority shareholders. mae
guaranteed fixed annual payment may, dependingplicable corporate tax rates, in the future bééiglower
or the same as €2.89. The amount of this guarafitetiannual payment was calculated in accordaritte
applicable German law. The amount of the paymectiieently under review in special award proceesling
( Spruchverfahren. See “Legal Proceedings.” Such guaranteed fiaadual payments will be required
regardless of whether the actual distributableifmrpler share of CAG are higher, equal to, or lothan the
amount of the guaranteed fixed annual paymenthpmes The guaranteed fixed annual payment willdgabple
for so long as there are minority shareholdersAG@Gnd the Domination Agreement remains in place. N
dividends for the period after the effectivenesthefDomination Agreement, other than the guarahfieed
annual payment effectively paid by the Purchasaretbeen or are expected to be paid by CAG. These
requirements may reduce the funds the Purchasenaka available to the Company and its subsidiatiels
accordingly, diminish our ability to make paymeatsour respective indebtedness. See “Management’s
Discussion and Analysis of Financial Condition &websults of Operations—Liquidity—Domination
Agreement”.

The amounts of the fair cash compensation and oéthuaranteed fixed annual payment offered under
the Domination Agreement may be increased, whichynfiarther reduce the funds the Purchaser can
otherwise make available to us.

Several minority shareholders of CAG have initiagpdcial award proceedingSgruchverfahren seeking
the court’s review of the amounts of the fair casmpensation Abfindung) and of the guaranteed fixed annual
payment (Ausgleich) offered under the Domination Agreement. On Makéh2005, the Frankfurt District Col
( Landgericht) dismissed on grounds of inadmissibility the mosi@f all minority shareholders regarding the
initiation of these special award proceedings.amuary 2006, the Frankfurt Higher District Court
( Oberlandesgericht ruled that the appeals were admissible, and tbesedings will therefore continue. As a
result of these proceedings, the amounts of thefah compensationAbfindung) and of the guaranteed fixed
annual paymentAusgleich) could be increased by the court, and the Purcheseld be required to make such
payments within two months after the publicationiha courts ruling. Any such increase may be substantial
minority shareholders including those who haveaalyereceived the fair cash compensation would hidezhto
claim the respective higher amounts. This may redbe funds the Purchaser can make available to the
Company and its subsidiaries and, accordingly, mishi our ability to make payments on our indebtedn&ee
“Legal Proceedings.”

The Purchaser may be required to compensate CAGdonual losses, which may reduce the funds the



Purchaser can otherwise make available to Celanese.

Under the Domination Agreement, the Purchasergsired, among other things, to compensate CAG for
any annual loss incurred, determined in accordaniteGerman accounting requirements, by
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CAG at the end of the fiscal year in which the lass incurred. This obligation to compensate CAGaftnual
losses will apply during the entire term of the Dioation Agreement. If CAG incurs losses during geyiod of
the operative term of the Domination Agreementidsdch losses lead to an annual loss of CAG agetttkof
any given fiscal year during the term of the DortimaAgreement, the Purchaser will be obligatethake a
corresponding cash payment to CAG to the extentltigarespective annual loss is not fully compessédr by
the dissolution of profit reservessewinnriicklager) accrued at the level of CAG during the term & th
Domination Agreement. The Purchaser may be aliedoce or avoid cash payments to CAG by off-setting
against such loss compensation claims by CAG aluabte counterclaims against CAG that the Purchassr
have. If the Purchaser is obligated to make cagmpats to CAG to cover an annual loss, we may ageh
sufficient funds to make payments on our indebtedméhen due and, unless the Purchaser is abledin dbnd:
from a source other than annual profits of CAG,PRechaser may not be able to satisfy its obligatiofund
such shortfall. See “Management’s Discussion andlgsis of Financial Condition and Results of Ofpiers—
Liquidity —Domination Agreement”.

We and two of our subsidiaries have taken on cemtabligations with respect to the Purchaser’s
obligation under the Domination Agreement and int@mpany indebtedness to CAG, which may diminish
ability to make payments on our indebtedness.

Our subsidiaries, Celanese Caylux and BCP Cryséak each agreed to provide the Purchaser with
financing so that the Purchaser is at all times frosition to completely meet its obligations unaetin
connection with, the Domination Agreement. Theyéhawrther guaranteed to all minority shareholdérSAG
that the Purchaser will meet the obligations to enalguaranteed fixed annual payment to the outistgnd
minority shareholders and to offer to acquire alistanding CAG Shares from the minority sharehaldier
return for payment of fair cash consideration.ddition, Celanese has guaranteed (i) that the Raeshwill
meet its obligation under the Domination Agreemerdompensate CAG for any annual loss incurred AGC
during the term of the Domination Agreement; aiidtlie repayment of all existing intercompany intbelmess
of Celanese’s subsidiaries to CAG. Further, undertérms of Celanese’s guarantee, in certain lanite
circumstances CAG may be entitled to require thméaliate repayment of some or all of the intercorgpan
indebtedness owed by Celanese’s subsidiaries to. @ATzlanese, Celanese Caylux and/or BCP Crystal a
obligated to make payments under their obligatiorthe Purchaser or CAG, as the case may be thoe if
intercompany indebtedness owed to CAG is acceldrate may not have sufficient funds for payment®on
indebtedness when due or other expenditures.

Even if the minority shareholders’ challenges todtbomination Agreement are unsuccessful and the
Domination Agreement continues to be operative, way not be able to receive distributions from C/
sufficient to pay our obligations

Even if the minority shareholders’ challenges t® Bomination Agreement are unsuccessful and the
Domination Agreement continues to be operativearedimited in the amount of distributions we mageive
in any year from CAG. Under German law, the amadmistributions to the Purchaser will be deterndif@sec
on the amount of unappropriated earnings generatgadg the term of the Domination Agreement as show
the unconsolidated annual financial statementsAd® Qorepared in accordance with German accounting
principles and as adopted and approved by resokiibthe CAG board of management and supervisoayd)
which financial statements may be different fronia@ese’s consolidated financial statements undgr U.
GAAP. Our share of these earnings, if any, maybeosufficient to allow us to pay our indebtednesi a
becomes due which could have a material adverseteaff the value of our stock.

We must rely on payments from our subsidiaries tmd payments on our preferred stock, and certain of
our subsidiaries must rely on payments from theiwio subsidiaries to fund payments on their indebteds.
Such funds may not be available in certain circurastes.

We must rely on payments from our subsidiariesitwfdividend, redemption and other payments on our
preferred stock. In addition, our subsidiaries @ly®S Holdings 3 L.L.C. (“Crystal LLC") and BCErystal
are holding companies and all of their operaticescanducted through their subsidiaries. Therefibiey



depend on the cash flow of their subsidiaries uditlg CAG, to meet their obligations.
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If the Domination Agreement ceases to be operasiveh subsidiaries may be unable to meet theigatitins
under such indebtedness. Although the Dominatioredment became operative on October 1, 2004sithgec
to legal challenges instituted by dissenting shalddrs. See "Legal Proceedings".

The ability of our subsidiaries to make distribasao us, BCP Crystal and Crystal LLC by way of
dividends, interest, return on investments, or oflayments (including loans) or distributions ibjgat to
various restrictions, including restrictions impdd® the amended and restated senior credit fasilénd
indentures governing their indebtedness, and tinestef future debt may also limit or prohibit sygdyments. |
addition, the ability of the subsidiaries to makels payments may be limited by relevant provisiohGerman
and other applicable laws.

The Purchaser may be required to purchase all of temaining outstanding CAG Shares at a price yet
to be determined.

The Purchaser currently owns approximately 98%A6GG shares. In November 2005, we requested the
Purchaser to require, as permitted under Germatheatransfer of the CAG shares owned by the then-
outstanding minority shareholders of CAG in excleafay fair cash compensation (the “Squeeze-Ouf’).
Squeeze-Out is permitted under German law oncaresblder acquires 95% or more of CAG’s registered
ordinary share capital (excluding treasury shareshareholders’ resolution authorizing the Sque@aeis
scheduled to be brought before the annual generating in May 2006. The amount of the fair cash
compensation per share under the Squeeze-Out Basbeto €62.22 per share. This price might eeen b
increased if the amount of fair cash compensatiarhallenged in court. See "Management's Discugsidn
Analysis of Financial Condition and Results of Guiems — Basis of Presentation — Squeeze-Out."

Risks Related to Internal Controls

Our internal controls over financial reporting mapot be effective and our independent auditors mayt n
be able to certify as to their effectiveness, whiduld have a significant and adverse effect on dausiness
and reputation.

We are evaluating our internal controls over finaheporting in order to allow management to rejoor,
and our independent auditors to attest to, ournatecontrols over financial reporting, as requibgdSection 40
of the Sarbanes-Oxley Act of 2002 and rules andlatigns of the Securities and Exchange Commission
("SEC") thereunder, which we refer to as Sectioh.Ale are currently performing the system and @®ece
evaluation and testing required (and any necessamgdiation) in an effort to comply with management
certification and auditor attestation requiremeaftSection 404. The management certification arditau
attestation requirements of Section 404 will inlgi@pply to us as of December 31, 2006 and CAGfas
September 30, 2007. In the course of our ongoing@e404 evaluation, we have identified areastdral
controls that may need improvement, and are imphtimg enhanced processes and controls to address #m
any other issues that might be identified througb teview. However, as we are still in the evatraprocess,
we may identify conditions that may result in sfgrant deficiencies or material weaknesses in theré. In
2004, certain members of our accounting staff ifiedttwo significant deficiencies. In 2005, we idiied a
significant deficiency initiated from an SEC reviefva registration statement filed in the third qeaof 2005.
Two material weaknesses, in addition to, and sépdmam, our Section 404 evaluation process wese al
identified in connection with the audit of our fimdal statements as of and for the nine monthsdénde
December 31, 2004. Those deficiencies are discussibetail in the immediately subsequent risk facto

We cannot be certain as to the timing of completibaur evaluation, testing and any remediatioioasto!
the impact of the same on our operations. If wenateable to implement the requirements of Sedctidh in a
timely manner or with adequate compliance, ourirekcontrols would be considered ineffective fargmses ¢
Section 404, our independent auditors may not ketalcertify as to the effectiveness of our ingmrrontrol
over financial reporting and we may be subjectatactions or investigation by regulatory authoritesch as the
SEC. As aresult, there could be a negative reaatithe financial markets due to a loss of confiiein the
reliability of our financial statements. In additiove may be required to incur costs in improving ioternal
control system and the hiring of additional persdnAny such action could negatively affect ounules
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We and our independent auditors have identifiedrsfgcant deficiencies and material weaknesses inrou
internal controls that could affect our ability tensure timely and reliable financial reports.

In addition to, and separate from, our evaluatibimiernal controls under Section 404 and any areas
requiring improvement that we identify as parttwdttprocess, we previously identified two signifita
deficiencies and two material weaknesses in oeriat controls. The Public Company Accounting Oiggats
Board (“PCAOB") defines a significant deficien@s a control deficiency, or a combination of contro
deficiencies, that adversely affects our abilityriitiate, authorize, record, process, or repoteeal financial
data reliably in accordance with generally accepimmbunting principles such that there is more thaemote
likelihood that a misstatement of our annual oeiiimh financial statements that is more than incqusatial will
not be prevented or detected. The PCAOB defineatanal weakness as a single deficiency, or a coatioin
of deficiencies, that results in more than a rentikédihood that a material misstatement of thetairor interim
financial statements will not be prevented or dieec

In 2004, we identified two significant deficienciesinternal controls in the computation of certain
accounting adjustments. These deficiencies wepndésed in addition to, and separate from, theuatadn
process we are conducting in connection with Seet®4. The first deficiency was identified duritg tquarter
ended June 30, 2004 by members of our corporaadial reporting group and related to the qualiftoes and
ability of certain accounting managers to initiatgiculate the change from the LIFO (last-in, fost) method
of accounting for inventories to FIFO (first-intdi-out) and the resulting failure of such emplaygecorrectly
make such calculations. The second was identifiethd the quarter ended June 30, 2004 by one ofiancial
accounting managers and related to an omitted er@plbenefit accrual due to the failure to proviue t
applicable employment contracts to the actuaryrpodhe cut-off date for the December 31, 2003spEn
valuation. Corrective actions taken by us includadnternal audit review, the development of enbkdnc
guidelines, the termination and reassignment gfarsible persons and an elevation of the issuteto
Supervisory Board of CAG. The significant deficiezscnoted were corrected in the quarter ended Bdyetie30
2004 and thus did not exist as of December 31, 20@42005.

In September 2005 we identified a significant deficy in internal controls relating to sales to wivies
and other parties that are or have previously lseeject to sanctions and embargoes imposed by .te U
government. This significant deficiency was iddatifas a result of an internal investigation thaswwitiated in
connection with the SEC review of a registraticatesnent filed in the third quarter of 2005. The @amy has
informed the U.S. Treasury Department and the Department of Commerce of these matters and igtlyr
engaged in discussions with the Departments. Textent that the Company violated any regulatioits w
respect to the above or other transactions, thep@ognmay be subject to fines or other sanctiortduding
possible criminal penalties, which may result imerde business consequences. We have taken immediat
corrective actions which include a directive toisebusiness leaders stating that they are pradiitom selling
products into certain countries subject to thesdarrestrictions, as well as making accountingesyst
modifications that prevents the initiation of pussk orders and shipment of products to these d¢esiniiso, we
plan to enhance the business conduct policy trgiimirithe area of export control. As a result, whelve that we
have taken remediation measures that, once fullyamented, will be effective in eliminating thisfidéency.

In connection with the audit of our financial staegnts as of and for the nine months ended Dece&iher
2004, we identified a material weakness in ourrirdkcontrols for the same period. On March 30,3200
received a letter from KPMG LLP ("KPMG"), our indapdent auditors, who also identified the same rizdter
weakness and a second material weakness in theecotitheir audit. The additional material weakness
identified by KPMG related to several deficiendieshe assessment of hedge effectiveness and dodatioa.
The required adjustments were made in the properuating period, except for one immaterial hedging
transaction adjusted during the quarter ended 30n2005. The material weakness identified by KP&@ us
related to conditions preventing our ability to qdately research, document, review and draw coiatisn
accounting and reporting matters, which had preshoresulted in adjustments that had to be recotdgueven
a material misstatement of our financial stateméftie conditions largely related to significantre&ses in the
frequency of and the limited number of personnellable to address, complex accounting matters and
transactions and as a result of the consummatisimafltaneous debt and equity offerings duringytbar-end
closing process.
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We do not believe that the adjustments made in@dion with these material weaknesses had any ralater
impact on previously reported financial informatidm response to the letter from KPMG with resgedhe first
material weakness identified above, we organizesha responsible for the identification and docutaiéon of
potential derivative accounting transactions andmm@nced and completed formal training for team rmessb
specifically related to derivative accounting. Whspect to the second material weakness identifiede, we
hired additional qualified accounting personnelathshould ensure that we will be able to adequaiesgarch,
document, review and draw conclusions on accounéing reporting, matters. Both material weaknegssze
identified during our December 31, 2004 year-emgiolg process and we believe that we have remediadse
material weaknesses as of December 31, 2005.

During 2005, we have been implementing changeseagthen our internal controls. As a result okthe
changes, we believe that as of December 31, 2@0%]isclosure controls and procedures are effeftive
gathering and analyzing and disclosing on a tinbelsis the information required to be disclosed utiterules
and forms of the SEC. While we have taken actioresidress these deficiencies and weaknesses oaddliti
measures may be necessary and these measuresvitlonther measures we expect to take to improve ou
internal controls may not be sufficient to addrigssissues identified by us or ensure that ourratdecontrols
are effective. If we are unable to correct existindguture deficiencies or weaknesses in interpatmls in a
timely manner, our ability to record, process, swarige and report financial information within theé periods
specified in the rules and forms of the SEC willdokwersely affected. This failure could materiahd adversel
impact our business, our financial condition arelriarket value of our securities. In addition, ¢heould be a
negative reaction in the financial markets due lwsa of confidence in reliability of future finaatstatements
and SEC filings.

Risks Related to Our Indebtedness

Our high level of indebtedness could diminish oubitity to raise additional capital to fund our
operations, limit our ability to react to changes the economy or the chemicals industry and prevastfrom
meeting obligations under our indebtedness.

We are highly leveraged. Our total indebtednesds@pproximately $3.4 billion as of December 3102
(excluding $175 million of future accretion on thenior discount notes).

Our substantial debt could have important consecggrincluding:

. making it more difficult for us to make paymentsour debt;

. increasing vulnerability to general economic amdlstry conditions;

. requiring a substantial portion of cash flowrfroperations to be dedicated to the payment of
principal and interest on indebtedness, therefedecing our ability to use our cash flow to fund
operations, capital expenditures and future businpportunities;

. exposing us to the risk of increased interestsras certain of our borrowings, including the
borrowings under the amended and restated sem@dit ¢acilities, are at variable rates of interest;

. limiting our ability to obtain additional finaimg for working capital, capital expenditures, puot
development, debt service requirements, acquisittondl general corporate or other purposes; and

. limiting our ability to adjust to changing matlenditions and placing us at a competitive
disadvantage compared to our competitors who ressedebt.

Despite our current high leverage, we and our subaries may be able to incur substantially more deb
This could further exacerbate the risks of our highverage.

We may be able to incur substantial additional ntdléness in the future. The terms of our existielgt dio
not fully prohibit us from doing so. If new debticluding amounts available under our senior crfaditities, is



added to our current debt levels, the related tiskswe now face could intensify. See
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“Management’s Discussion and Analysis of Finan€@ahdition and Results of Operations—Liquidity and
Capital Resources—Liquidity—Contractual Obligations

We may not be able to generate sufficient cashaosie our indebtedness, and may be forced to take
other actions to satisfy obligations under our inoledness, which may not be successful.

Our ability to satisfy our cash needs depends sh oa hand, receipt of additional capital, inclgdin
possible additional borrowings, and receipt of dash our subsidiaries by way of distributions, adees or
cash payments. See “Management’s Discussion arady8is of Financial Condition and Results of
Operations—Liquidity and Capital Resources—LiquiditContractual Obligations.”

Our ability to make scheduled payments on or tmagfce our debt obligations depends on the findncia
condition and operating performance of our subsisawhich is subject to prevailing economic anthpetitive
conditions and to certain financial, business ahérfactors beyond our control. We may not be #ble
maintain a level of cash flows from operating atigg sufficient to permit us to pay the principgdemium, if
any, and interest on our indebtedness.

If our cash flows and capital resources are insigffit to fund our debt service obligations, we rbay
forced to reduce or delay capital expenditures asslets, seek additional capital or restructumefimance our
indebtedness. These alternative measures may rsoicbessful and may not permit us to meet our stbdd
debt service obligations. In the absence of suehaiimg results and resources, we could face sulirta
liquidity problems and might be required to dispofenaterial assets or operations to meet our sivice and
other obligations. The amended and restated seredit facilities and the indentures governing imaglebtednes
restrict our ability to dispose of assets and heeroceeds from the disposition. We may not be &bl
consummate those dispositions or to obtain thegaas which we could realize from them and thesegas
may not be adequate to meet any debt service ¢ibligethen due.

Restrictive covenants in our debt instruments mayit our ability to engage in certain transactiorend
may diminish our ability to make payments on ourdiebtedness.

The amended and restated senior credit facilitigisthe indentures governing our indebtedness aontai
various covenants that limit our ability to enga&gspecified types of transactions. These coverlanisthe
ability of Crystal LLC, BCP Crystal and their ra@sted subsidiaries to, among other things, inculitazhal
indebtedness or issue preferred stock, pay divelencor make other distributions on or repurchhe# tapital
stock or make other restricted payments, make tmesgs, and sell certain assets.

In addition, the amended and restated senior di@dlities contain covenants that require Celanese
Holdings to maintain specified financial ratios aadisfy other financial condition tests. Celandsédings’
ability to meet those financial ratios and tests loa affected by events beyond its control, amdaiy not be able
to meet those tests at all. A breach of any ofdtoesenants could result in a default under thenalee and
restated senior credit facilities. Upon the ocauceeof an event of default under the amended astdtesl senior
credit facilities, the lenders could elect to deelall amounts outstanding under the amended atateel senior
credit facilities to be immediately due and payabid terminate all commitments to extend furtheditr If
Celanese Holdings were unable to repay those amainetlenders under the amended and restated sesitit
facilities could proceed against the collaterah¢gd to them to secure that indebtedness. Celanssbsidiaries
have pledged a significant portion of their assstsollateral under the amended and restated seeidit
facilities. If the lenders under the amended asthted senior credit facilities accelerate the yepnt of
borrowings, the Company and its subsidiaries mayhawee sufficient assets to repay the amendedesidted
senior credit facilities as well as their otherabtedness, which could have a material adverseteffethe value
of our stock.

The terms of our amended and restated senior crédliilities limit the ability of BCP Crystal and &
subsidiaries to pay dividends or otherwise transfieeir assets to us

Our operations are conducted through our subsédiannd our ability to pay dividends is dependerthen
earnings and the distribution of funds from oursidiaries. However, the terms of our amended
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and restated senior credit facilities limit theligpiof BCP Crystal and its subsidiaries to payidands or
otherwise transfer their assets to us. Accordingly,ability to pay dividends on our stock is saniy limited.

Item 1B. Unresolved Staff Comments

None
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Item 2. Properties

Description of Property

As of December 31, 2005, we had numerous produetimhmanufacturing facilities throughout the world.
We also own or lease other properties, includifg®fbuildings, warehouses, pipelines, research and
development facilities and sales offices. We cartirsly review and evaluate our facilities as a padur
strategy to optimize our business portfolio. Thikofeing table sets forth a list of our principalggiuction and
other facilities throughout the world as of DecemBg, 2005.

Site Leased/Ownec Products/Functions

Corporate Offices

Dallas, Texas, USA Leased Corporate headquarters
Kronberg/Taunus, Germany Leased Administrative offices
Bedminster, New Jersey, USA Leased Administrative officed?

Chemical Products

Bay City, Texas, USA Owned Butyl acetate
Iso-butylacetate
Propylacetate
VAM
Carboxylic acids
n/i-Butyraldehyde
Butyl alcohols
Propionaldehyde,
Propyl alcoho

Bishop, Texas, USA Owned Formaldehyde
Methanol
Pentaerythritol
Polyols

Boucherville, Quebec, Canada Owned Conventional emulsions

Calvert City, Kentucky, USA Owned PVOH

Cangrejera, Veracruz, Mexico Owned Acetic anhydride

Acetone derivatives



Clear Lake, Texas, USA

Edmonton, Alberta, Canad@

Enoree, South Carolina

Frankfurt am Main, Germany

Owned

Owned

Owned

Owned by InfraServ GmbH &
Co. Hoechst KG, in which

CAG holds a 31.2%

limited partnership interest

Ethyl acetate
VAM
Methyl amines

Acetic acid
VAM

Methanol

Conventional emulsions
Vinyl acetate ethylene emulsio

Acetaldehyde
Butyl acetate
Conventional emulsions
Vinyl acetate ethylene emulsions
VAM
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Site Leased/Ownec Products/Functions
Geleen, Netherlands Owned Vinyl acetate ethylene
emulsions
Guardo, Spaif®) Owned PVOH
Polyvinyl acetate
Meredosia, lllinois, USA Owned Vinyl acetate ethylene

Oberhausen, Germany

Pampa, Texas, USA

Pardies, Franc®

Roussillon, France®)

Pasadena, Texas, USA

Jurong Island, Singapore

Koper, Slovenia

Tarragona, Spain

Owned by InfraServ GmbH &

emulsions
Conventional emulsior

Amines

Co. Oberhausen KG, in which CAG holds an 84.0% Carboxylic acids

limited partnership intere

Owned

Owned

Leased

Owned

Owned

Owned

Owned by Complejo Industrial

Neopentyl glycols

Acetic acid
Acetic anhydride
Ethyl acetate

Acetic acid
VAM

Acetic anhydride
Polyvinyl acetate

PVOH

Acetic acid
Butyl acetate
Ethyl acetate
VAM

Conventional emulsions

Vinyl acetate monomer



Tagsa AIE, in which CAG Vinyl acetate ethylene
holds a 15.0% share emulsions
Conventional emulsior

Tarragona, Spain Owned PVOH

Perstorp, Sweden Owned Conventional emulsions
Vinyl acetate ethylene
emulsions

Warrington, UK Owned Conventional emulsions
Vinyl acetate ethylene
emulsions

Acetate Products

Edmonton, Alberta, Canadd Owned Flake
Lanaken, Belgium Owned Tow
Narrows, Virginia, USA Owned Tow, Flake
Ocotlan, Jalisco, Mexic& Owned Tow, Flake

Technical Polymers Ticona

Auburn Hills, Michigan, USA Leased Automotive Development
Center
Bishop, Texas, USA Owned POM (Celcon)

PE-UHMW (GUR)
Compounding
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Site Leased/Owned Products/Functions
Florence, Kentucky, USA Owned Compounding
Kelsterbach, Germany Owned by InfraServ GmbH & LFT (Celstran)
Co. Kelsterbach KG, in which CAG holds a 100.0% POM (Hostaform)
limited partnership intere Compounding
Oberhausen, Germany Owned by InfraServ GmbH & PE-UHMW (GUR)

Co. Oberhausen KG, in which CAG holds an 84.0%
limited partnership intere

Shelby, North Carolina, USA Owned LCP
PBT and PET (Celanex)
Compounding

Suzano, Brazil Owned Compounding

Wilmington, North Carolina, Owned by Fortron Industries, a non-consolidated  PPS (Fortron)



USA venture, in which we have a 50% interest, except fo
adjacent administrative office space which is ldaze
the venture

Winona, Minnesota, USA Owned LFT (Celstran)
Performance Products

Frankfurt am Main, Germany Owned by InfraServ GmbH & Sorbates
Co. Hoechst KG, in which Sunett
CAG holds a 31.2% limited
partnership intere:

(1) In May 2005, we announced our intention to elttee Bedminster, New Jersey administrative offares relocate the functions there to
Dallas, Texas.

(2) In August 2005, we announced the shutdown @Btdmonton methanol unit.
(3) Acquired in July 2005 in the Acetex acquisition

(4) Flake production at Ocotlan was recommissidnetie first quarter of 2005.

Polyplastics has its principal production facikti® Japan, Taiwan and Malaysia. KEPCO has it<iméh
production facilities in South Korea. Our ChemiPabducts segment has ventures with manufacturiilitiies
in Saudi Arabia and Germany and our Acetate Pradseyment has three ventures with production fiesilin
China.

We believe that our current facilities and thosewf consolidated subsidiaries are adequate to theet
requirements of our present and foreseeable fapeeations. We continue to review our capacity ireguoents
as part of our strategy to maximize our global nfacturing efficiency.

For information on environmental issues associafigiil our properties, see “BusinesE&rvironmental an
Other Regulation” and “Management’s Discussioml aénalysis of Financial Condition and Results of
Operations—Liquidity and Capital Resources—Envirental Matters.” Additional information with respeio
our property, plant and equipment, and leasesritagted in Notes 11 and 23 to the consolidatechfiiz
statements.
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Iltem 3. Legal Proceedings

We are involved in a number of legal proceedingaslits and claims incidental to the normal conddict
our business, relating to such matters as prodaatity, anti-trust, past waste disposal practiaed release of
chemicals into the environment. While it is impaésiat this time to determine with certainty thémiate
outcome of these proceedings, lawsuits and claimsagement believes, based on the advice of legakel,
that adequate provisions have been made and thatttinate outcomes will not have a material adveffect
on our financial position, but may have a mateaihlerse effect on the results of operations or iasls in any
given accounting period. See also Note 25 to timsaldated financial statements.

Plumbing Actions

CNA Holdings, Inc. (“CNA Holdings”), a U.S. subdiary of Celanese Corporation, which included the
U.S. business now conducted by the Ticona segrakmtg with Shell Oil Company (“Shell”), DuPont dn



others, has been a defendant in a series of laysuituding a number of class actions, allegiraj fiastic:
manufactured by these companies that were utilizéioe production of plumbing systems for residainti
property were defective or caused such plumbingegysto fail. Based on, among other things, thdirfigs of
outside experts and the successful use of Ticawgy/l copolymer in similar applications, CNA Haids does
not believe Ticona’s acetyl copolymer was defectiweaused the plumbing systems to fail. In marsesaCNA
Holdings’ exposure may be limited by invocatiortioé statute of limitations since CNA Holdings cehselling
the resin for use in the plumbing systems in sitid homes during 1986 and in manufactured homemdu
1990.

CNA Holdings has been named a defendant in tertipeitelass actions, further described below, as asl
a defendant in other narlass actions filed in ten states, the U.S. Vilglands, and Canada. In these actions
plaintiffs typically have sought recovery for alesjproperty damages and, in some cases, additanzdges
under the Texas Deceptive Trade Practices Actoifagi type statutes. Damage amounts have not hesified

Developments under these matters are as follows:

. Dilday, et al. v. Hoechst Celanese Corporatiomale—Weakley County, Tennessee 27th Judicial
Chancery Court. Class certification of recreational vehicle ownees denied in July 2001, and
cases are proceeding on an individual basis.

. Shelter General Insurance Co., et al. v. Shell@impany, et al.—Weakley County, Tennessee
Chancery Court. In April 2000, the U.S. District Court for the Digt of New Jersey denied class
certification for a putative class action (of in@nce companies with respect to subrogation claims).
The plaintiffs’appeal to the Third Circuit Court of Appeals wagidd in July 2000, and the case
subsequently dismissed. In September 2000, a simitative class action seeking certification a&f
same class that was denied in the New Jersey magefiled in Tennessee state court. The
Tennessee court denied certification in March 2@, plaintiffs are attempting an appeal. Case
continuing on an individual basis.

. Tom Tranter v. Shell Oil Company, et al.—Ontariai@pGeneral Division; Gariepy, et al. v. Shell
Oil Company, et al.—Ontario Court, General DivisionThese matters, which the Court
consolidated, were denied class certification, thedplaintiffs’ appeal was also denied. The lavssuit
are now proceeding individually. Dupont and ShaNd each settled these matters, as well as the
CoutureandFurlan matters below. Their settlement agreements have &#ggroved by the Court.
We are the only defendant remaining in this lawsuit

. Richard Couture, et al. v. Shell Oil Company, e—Superior Court, Providence of Quebec; Furlan
v. Shell Oil Company, et al.—British Columbia SupeeCourt, Vancouver RegistryDupont and
Shell have each settled these matters, as noteg aBbIA Holdings is the only defendant remaining
in these lawsuits. They are “on hold” pending th&come of the appeal in theanterandGariepy
matters above, as in Canadian practice, Ontaristembe the “lead jurisdiction” in such cases.
Since the denial of thEranterandGariepyappeal, theCoutureandFurlan matters may proceed.
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. Howard, et al. v. Shell Oil Company, et—9th Judicial Circuit Court of Common Pleas, Chattes
County, South Carolina; Viera, et al. v. Hoechstabese Corporation, et al.—11th Judicial Circuit
Court, Dade County, Florida; Fry, et al. v. Hoecl@&lanese Chemical Group, Inc., et al.—5th
Judicial Circuit Court, Marion County, Floride Certification has been denied in these putative
class actions pending in South Carolina and Flastdee courts. The Plaintiff's petition to appdud t
Howardmatter to the United States Supreme Court was dénilate September 2004, and CNA
Holdings’ motion to dismiss has been granted. Altftoplaintiffs inVieraandFry subsequently
sought to bring actions individually, they wererdissed, and their appeal was denied.

. St. Croix Ltd., et al. v. Shell Oil Company, et&Virgin Islands Territorial Court, St. Croix Divisio



The court in a putative class action denied cestfon to a U.S. territories-wide class and disedss
CNA Holdings on jurisdictional grounds. Plaintifise seeking reconsideration of those rulings.

In order to reduce litigation expenses and to mtevelief to qualifying homeowners, in November 399
CNA Holdings, DuPont and Shell entered into natiatass action settlements, which have been apprbye
the courts. The settlements call for the replacémeplumbing systems of claimants who have hadifyirzg
leaks, as well as reimbursements for certain leakatje. Furthermore, the three companies have atyréead
these replacements and reimbursements up to $9B@mAs of December 31, 2005, the aggregate fugds
$1,073 million due to additional contributions gndding commitments made primarily by other partiHsere
are additional pending lawsuits in approximately jigisdictions not covered by this settlement; boer, these
cases do not involve (either individually or in tiggregate) a large number of homes, and manageinestnot
expect the obligations arising from these lawstaitsave a material adverse effect on the Company.

In 1995, CNA Holdings and Shell Oil Company settllee claims relating to individuals in Texas ownang
total of 110,000 property units, who are represgtbiea Texas law firm, for an amount that will ecceed $17
million. These claimants are also eligible for ploenb of their homes in accordance with terms sintib those
of the national class action settlement. CNA Haldirand Shell's contributions under this settlenvesite
subject to allocation as determined by bindingteation.

In addition, a lawsuit filed in November 1989 inlB&are Chancery Court, between CNA Holdings and
various of its insurance companies relating talalims incurred and to be incurred for the prodiaditility
exposure led to a partial declaratory judgmentiACGHoldings’ favor. As a result, settlements haeeib
reached with a majority of CNA Holdings’ insuregesifying their responsibility for these claims.Rebruary
2005, CNA Holdings reached a settlement agreerheotigh mediation with another insurer, pursuanthach
the insurer agreed to pay CNA Holdings $44 milliorexchange for the release of certain claims agaire
policy with the insurer. This amount was recordeéaeduction of goodwill as of December 31, 200d was
received during the year ended December 31, 2005.

Management believes that the plumbing actions éeguately provided for in the consolidated finahcia
statements and that they will not have a matedaéese effect on our financial position. Howevéwyé were to
incur an additional charge for this matter, sudharge would not be expected to have a materia@radweffect
on our financial position, but may have a mateaihlerse effect on our results of operations or iagls in any
given accounting period. No assurance can be ghagrour litigation reserves will be adequate at thie will
fully recover claims under our insurance policies.

Sorbates Antitrust Actions

In May 2002, the European Commission informed Heeohits intent to investigate officially the satbs
industry. In early January 2003, the European Casiom served Hoechst, Nutrinova and a number of
competitors with a statement of objections allegintawful, anticompetitive behavior affecting therBpean
sorbates market. In October 2003, the European Gssion ruled that Hoechst, Chisso Corporation, Blaithe
Nippon Synthetic Chemical Industry Co. Ltd. and bé&ine Chemicals Industry Ltd. operated a cart¢hé
European sorbates market between 1979 and 199 (fopean Commission imposed a total fine of €138.4
million (approximately $189 million), of which €98illion (approximately $135 million) was assessgdiast
Hoechst. The case against Nutrinova was closed. The
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fine against Hoechst is based on the European Cssionis finding that Hoechst does not qualify unither
leniency policy, is a repeat violator and, togethih Daicel, was a co-conspirator. In Hoechst\gfa the
European Commission gave a discount for cooperdatitige investigation. Hoechst appealed the Eunopea
Commission’s decision in December 2003, and thpéalis still pending.

In addition, several civil antitrust actions by Isates customers, seeking monetary damages andrelieér
for alleged conduct involving the sorbates industigve been filed in U.S. state and federal conataing
Hoechst, Nutrinova, and our other subsidiariesyelbas other sorbates manufacturers, as defenddatsy of
these actions have been settled and dismissecelpothrt. One private actiokerr v. Eastman Chemical Co. et
al ., previously pending in the Superior Court of N@svsey, Law Division, Gloucester County, was disetis
for failure to prosecute. The plaintiff alleged hations of the New Jersey Antitrust Act and the Nimssey
Consumer Fraud Act and sought unspecified damdaddpesonly other private action that had still beendging,
Freeman v. Daice, was dismissed. The plaintiffs lost their appeahie Supreme Court of Tennessee in August



2005 and have since filed a motion for leave.

In July 2001, Hoechst and Nutrinova entered intagreement with the Attorneys General of 33 states,
pursuant to which the statutes of limitations wietked pending the states’ investigations. Thiseagnent
expired in July 2003. Since October 2002, the Atgs General for several states filed suit on Betiahdirect
purchasers in their respective states, all of whibe been either settled or dismissed, excepotes ftoelow.
The Nevada action has been dismissed as to Hoddltsinova and CAG, and a motion for reconsiderati@as
denied. The New York actiolew York v. Daicel Chemical Industries Ltd., et, alhich was pending in the
New York State Supreme Court, New York County, @igsnissed in August 2005; however, appeals
pending.

In January 2005, Hoechst, Nutrinova, and otheridigsges, as well as other sorbates manufactureesed
into a settlement agreement with the Attorneys @Gdraé Connecticut, Florida, Hawaii, Maryland, Sout
Carolina, Oregon and Washington before those sfifessuit. Pursuant to the terms of the settlemen
agreement, the defendants agreed to refrain frayaging in anticompetitive conduct with respecttie sale or
distribution of sorbates and to pay an immateniabant to the states in satisfaction of all releadains.

Although the outcome of the foregoing proceedings @aims cannot be predicted with certainty, we
believe that any resulting liabilities, net of amtsirecoverable from Hoechst, will not, in the aggte, have a
material adverse effect on our financial positioat may have a material adverse effect on the teetil
operations or cash flows in any given period. kdemerger agreement, Hoechst agreed to pay 80&bitifies
that may arise from the government investigatiodh #ue civil antitrust actions related to the soelsahdustry.

Acetic Acid Patent Infringement Matters

Celanese International Corporation v. China Petregtical Development CorporatioriFaiwan Kaohsiuny
District Court. On February 7, 2001, Celanese International Catjmor filed a private criminal action for
patent infringement against China Petrochemicaldiyment Corporation, or CPDC, alleging that CPDC
infringed Celanese International Corporation’s patavering the manufacture of acetic acid. Thisicral
action was subsequently converted to a civil actibeging damages against CPDC based on a period of
infringement of five years, 1996-2000, and base€BDC’s own data and as reported to the Taiwanese
securities and exchange commission. Celanese &ttenal Corporation’s patent was held valid by the
Taiwanese patent office. On August 31, 2005, a &aasge court held that CPDC infringed Celanese
International Corporatios’acetic acid patent and awarded Celanese Intenah{Corporation approximately $
million for the period of 1995 through 1999. Thislgment has been appealed. The Company will notdec
income associated with this favorable judgemerit oash is received.

Shareholder Litigation

A number of minority shareholders of CAG have filad/suits in the Frankfurt District Court
( Landgericht) that, among other things, request the courttaside shareholder resolutions passed at
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the extraordinary general meeting held on July8D 2, 2004, as well as the confirmatory resol#ipassed at
the annual general meeting held on May 19 and @@520n March 6, 2006, the Purchaser and CAG signed
settlement agreement with eleven minority sharedrsldvho had filed such lawsuits (the "Settlement
Agreement”). Pursuant to the Settlement Agreentketplaintiffs agreed to withdraw the actions tdahtthey
are a party and to recognize the validity of theriation Agreement in exchange for the Purchaseffer at
least €51.00 per share as cash consideration toskeaceholder who will cease to be a shareholdéreitontext
of the Squeeze-Out. The Purchaser further agreethke early payment of the guaranteed annual paymen

( Ausgleich) pursuant to the Domination Agreement for theritial year 2005/2006, ending on September 30,
2006. Such guaranteed annual payment normally woare come due following the annual general meéting
2007; however, pursuant to the Settlement Agreenitemiil be made on the first banking day followitCAG's
annual general meeting that commences on May 3IB. b receive the early compensation payment, the
respective minority shareholder will have to deeldrat (i) their claim for payment of compensationthe
financial year 2005/2006 pursuant to the Dominaf\gneement is settled by such early payment ant(iijén
this respect, they indemnify the Purchaser agaimsipensation claims by any legal successors toghares.

During August 2004, the following ten actions resfireg the court to set aside shareholder resolsition
passed at the extraordinary general meeting hellign30 and 31, 2004 had been brought by minority
shareholders against CAG in the Frankfurt Disttiourt (Landgericht), all of which were consolidated in



September 2004:

. Mayer v. Celanese A

. Knoesel v. Celanese A

. Allerthal Werke AG v. Celanese /

. Dipl.-Hdl. Christa Go6tz v. Celanese AG

. Carthago Value Invest AG v. Celanese AG

. Prof. Dr. Ekkehard Wenger v. Celanese

. Jen-Uwe Penquitt & Claus Deiniger Vermogensverwalt@igR v. Celanese AG

. Dr. Leonhard Knoll v. Celanese A

. B.E.M. Edrseninformations-und Effektenmanagement GmbH han€se AG

. Protagon Capital GmbH v. Celanese /

Several minority shareholders joined these procggsdvia a third party intervention in support of th
plaintiffs. The Purchaser joined the proceedingsavthird party intervention in support of CAG. Shden
actions will be withdrawn pursuant to the Settletrsgreement.

Among other things, these actions requested the tweet aside shareholder resolutions passdrbat t
extraordinary general meeting held on July 30 ahd2804 based on allegations that include the adleg
violation of procedural requirements and informatights of the shareholders.

Twenty-seven minority shareholders filed lawsuiffechtungs- und Nichtigkeitsklageim the Frankfurt
District Court (Landgericht) contesting the shareholder resolutions passgeatnnual general meeting of
CAG held May 19-20, 2005, which confirmed the retiohs passed at the July 30-31, 2004 extraordinary
general meeting. Of these lawsuits, thirteen mipatareholders also contested the resolutionsdagathe
ratification (Entlastung) of the acts of the members of the board of mamage and the supervisory board; two
minority shareholders also contested the resolstiegarding the election of the statutory auditorshe 2005
fiscal year, as well as the amendment of the adiof association; and eight minority shareholdéss conteste
the dismissal of the motion to hold a special itigagion (Sonderprifung and asked the court to declare that
the annual general meeting had in fact resolvdevar of such an investigatiompsitive
Beschlussfestellungskla). All of these actions are based, among othegthion the alleged violation of
procedure requirements and information rights efghareholders. In February 2006, the court upbraigthe
challenge to the resolutions regarding the ratifice(Entlastung)of the acts of the members of the board of
management

50

and the supervisory board. All other claims, inahgdthose contesting the confirmatory resolutionsie
dismissed. This decision is still subject to app@alo of these lawsuits were withdrawn in conjuoctivith the
acquisition of 5.9 million of the additional CAGates from two shareholders in August 2005, andhemot



eleven will be withdrawn pursuant to the Settlemfgteement.

Celanese is also a defendant in five actions filedtie Frankfurt District Courtl(andgericht) requesting
that the court declare some or all of the sharedralelsolutions passed at the extraordinary gengzating of
CAG on July 30 and 31, 2004 null and voidi¢htigkeitsklagg, based on allegations that certain formal
requirements necessary in connection with theatieih to the extraordinary general meeting of Cesarhad
been violated. The Frankfurt District Couttgndgericht) has suspended the proceedings regarding the
resolutions passed at the July 30-31, 2004 extirzanygl general meeting of CAG described above sg bm
lawsuits contesting the confirmatory resolution peading.

On August 2, 2004, two minority shareholders inggitl public register proceedings with the Konigstei
local court (Amtsgerichf) and the Frankfurt District Court.@andgericht), both with a view to have the
registration of the Domination Agreement in the @oencial Register deletedmtsléschungsverfahrgnThese
actions are based on an alleged violation of pra@@ddequirements at the July 30@; 2004 extraordinary gene
meeting, an alleged undercapitalization of the Raser and its related entities as of the time @fTiénder Offer
and an alleged misuse of discretion by the competaurt with respect to the registration of the Daation
Agreement in the Commercial Register. In April 200t court of appeals rejected the demand by one
shareholder for injunctive relief, and in June 2@@5 Frankfurt District Courtl(andgericht) ruled that it does
not have jurisdiction over this matter. One of ttems in the Konigstein Local Courmtsgerichy is still
pending; the other will be withdrawn pursuant te Settlement Agreement.

In February 2005, a minority shareholder of CAGdisought a lawsuit against the Purchaser, asasedl
former member of CAG’s board of management andrado member of CAG’s supervisory board, in the
Frankfurt District Court (andgericht). Among other things, this action seeks to unvitreltender of the
plaintiff' s shares in the Tender Offer and seeks compendatidamages suffered as a consequence of ten
shares in the Tender Offer. The court ruled agaiesplaintiff in this matter in June 2005. Theiptdf appealec
this decision with respect to the Purchaser andaimer member of the CAG board of management; ewe
the appeal will be withdrawn pursuant to the Setédat Agreement.

Based upon the information as available, the outcofrthe foregoing proceedings cannot be predicitd
certainty.

The amounts of the fair cash compensatigbffndung) and of the guaranteed fixed annual payment
( Ausgleich) offered under the Domination Agreement may bedased in special award proceedings
( Spruchverfahren initiated by minority shareholders, which maythar reduce the funds the Purchaser can
otherwise make available to us. As of the datdisf Annual Report, several minority shareholder€AfS had
initiated special award proceedings seeking covetgew of the amounts of the fair cash compensatio
( Abfindung) and of the guaranteed fixed annual paymexiggleich) offered under the Domination
Agreement. As a result of these proceedings, theuabof the fair cash consideration and the guarhfixed
annual payment offered under the Domination Agregroeuld be increased by the court so that all nityo
shareholders, including those who have alreadyetentitheir shares into the mandatory offer and haseived
the fair cash compensation, could claim the regpebigher amounts. The court dismissed all ofehes
proceedings in March 2005 on the grounds of inasitmiigty. Thirty-three plaintiffs appealed the digsal, and
in January 2006, twenty-three of these appeals gramrgted by the court. They were remanded badke@ourt
of first instance, where the valuation will be fwet reviewed.

Other Matters

As of December 31, 2005, Celanese Ltd. and/or CNAdidgs, Inc., both our U.S. subsidiaries, are
defendants in approximately 630 asbestos caseauBeanany of these cases involve numerous plaintié ar
subject to claims significantly in excess of thenfuer of actual cases. We have reserves for detmsde related
to claims arising from these matters. We believeda@ot have any significant exposure in theseeratt
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ltem 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of securitgérd during the fourth quarter of 2005.

PART Il



Item 5. Market for the Registrar's Common Equity, Related Stockholder Matters argslier Purchases of
Equity Securities

Market Information

Our Series A common stock has traded on the New $twck Exchange under the symbol “CE” since
January 21, 2005. The closing sale price of ouieS& common stock, as reported by the New Yorklsto
Exchange, on March 6, 2006 was $20.98. The follgvwable sets forth the high and low intraday spleses pe
share of our common stock, as reported by the Newk $tock Exchange, for the periods indicated.

Price Range
2005 High Low
Quarter ended March 31, 20 $ 18.68 $ 15.1C
Quarter ended June 30, 2C $ 18.1€ $ 13.5¢
Quarter ended September 30, 2! $ 20.0¢ $ 15.8¢
Quarter ended December 31, 2( $ 19.7¢ $ 15.5¢

Holders

No shares of Celanese’s Series B common stoclsawed and outstanding. As of March 6, 2006, there
were 51 holders of record of our Series A commoualkstand one holder of record of our perpetualerefi
stock. By including persons holding shares in br@ezounts under street names, however, we estimnate
shareholder base to be approximately 6,800 as oftvia 2006.

Dividend Policy

In July 2005, our board of directors adopted aqyatif declaring, subject to legally available funds
quarterly cash dividend on each share of our comshmek at an annual rate initially equal to appmuadely 1%
of the $16 price per share in the initial publifeoihg of our Series A common stock (or $0.16 gere) unless
our board of directors, in its sole discretion edetines otherwise, commencing the second quart20@s.
Pursuant to this policy, the Company paid the qubrdividends of $0.04 per share on August 115200
November 1, 2005 and February 1, 2006. Based onutmber of outstanding shares of our Series A comr
stock, the anticipated annual cash dividend is@pprately $25 million. However, there is no asseeathat
sufficient cash will be available in the futurepgay such dividend. Further, such dividends payablelders of
our Series A common stock cannot be declared or @i can any funds be set aside for the paymengdif,
unless we have paid or set aside funds for the payof all accumulated and unpaid dividends wipezet to
the shares of our preferred stock, as describamhbel

Our board of directors may, at any time, modify@roke our dividend policy on our Series A common
stock.

We are required under the terms of the preferreckdb pay scheduled quarterly dividends, subject t
legally available funds. For so long as the pref@istock remains outstanding, (1) we will not dexl@ay or set
apart funds for the payment of any dividend or pthstribution with respect to any junior stockparity stock
and (2) neither we, nor any of our subsidiariedl, libject to certain exceptions, redeem, purclwasegherwise
acquire for consideration junior stock or paritycit through a sinking fund or otherwise, in eacbecanless we
have paid or set apart funds for the payment di@lmulated and unpaid dividends with respedtecshares ¢
preferred stock and any parity stock for all préegdlividend periods. Pursuant to this policy, @@mpany pai
the quarterly dividends of $0.265625 on its 4.25%wertible perpetual preferred stock on AugustaD=?
November 1, 2005 and February 1, 2006. The ant@ipannual cash dividend is approximately $10 onill
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The amount available to us to pay cash dividendssiicted by our subsidiaries’ debt agreemertie. T
indentures governing the senior subordinated rartdsthe senior discount notes also limit, but dopmohibit,



the ability of BCP Crystal, Crystal LLC and the#spective subsidiaries to pay dividends. Any denisb
declare and pay dividends in the future will be matithe discretion of our board of directors aritidepend
on, among other things, our results of operatioash requirements, financial condition, contractaatrictions
and other factors that our board of directors megna relevant.

Under the Domination Agreement, any minority shatéér of Celanese AG who elects not to sell itget
to the Purchaser will be entitled to remain a shaider of Celanese AG and to receive a gross gtesdriixed
annual payment on their shares 8fZ7 per Celanese Share less certain corporats ke paid by CAG in lie
of any future dividend. See “The Transactions—tPender Offer Events—Domination and Profit and4.0s
Transfer Agreement.”

Under Delaware law, our board of directors may alectlividends only to the extent of our
“surplus” (which is defined as total assets &t faarket value minus total liabilities, minus si&try capital), or
if there is no surplus, out of our net profits fbe then current and/or immediately preceding figears. The
value of a corporation’s assets can be measuradchirmber of ways and may not necessarily equal bioak
value. The value of our capital may be adjustethftione to time by our board of directors but inexent will
be less than the aggregate par value of our issioed. Our board of directors may base this detsation on
our financial statements, a fair valuation of ossets or another reasonable method. Our boardeuftdis will
seek to assure itself that the statutory requirésneill be met before actually declaring dividenbtsfuture
periods, our board of directors may seek opinioosifoutside valuation firms to the effect that ealvency or
assets are sufficient to allow payment of divideraigl such opinions may not be forthcoming. If weght and
were not able to obtain such an opinion, we likebuld not be able to pay dividends. In additior;gpant to th
terms of our preferred stock, we are prohibitednfimaying a dividend on our Series A common stodkssmall
payments due and payable under the preferred hakbeen made.

Celanese Purchases of its Equity Securities

Maximum Number

Total Total Number of (or Approximate Dollar
Number of Average Shares (or Units) Value)
Shares Price Paid Purchased as Part of of Shares (or Units) that May
(or Units) per Share Publicly Announced  Yet be Purchased Under the
Period Purchased (1) (or Unit) Plans or Programs Plans or Programs
October 1- October 31, 200 — — — —
November - November 30,
2005 — — — —
December 1 — December 31,
2005 10,000 $ 18.70¢ 10,00( —
Total 10,000 $ 18.70¢ 10,00( —

(1) 10,000 shares of Series A common stock were puechais the open market in December 2005 at $18.@0Share, approved by the Bo
of Directors pursuant to the provisions of the 2@@dck Incentive Plan, approved by shareholdeBeicember 2004, to be granted to two
employees in recognition of their contributionghe Company. No other purchases are currently pldnn

Equity Compensation Plans

The information required to be included in thignté with respect to our equity compensation plans i
incorporated by reference from the section captdige=curities Authorized for Issuance under Equity
Compensation Plans" in the Company's definitivexpigiatement for the 2006 annual meeting of stoltkdrs.

Recent Sales of Unregistered Securities

None.
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ltem 6. Selected Financial Data



The balance sheet data shown below as of Decerib@085 and 2004, and the statements of operations
and cash flow data for the year ended Decembe2(15, the nine months ended December 31, 2004htee
months ended March 31, 2004, and the year endedniier 31, 2003, all of which are set forth belore, a
derived from the consolidated financial statemémntkided elsewhere in this document and shouldebd n
conjunction with those financial statements andribies thereto. The statement of operations dathdéoyears
ended December 31, 2002 and 2001 and the balaseéddta as of December 31, 2003, 2002 and 20Qkg(in
case of the December 31, 2002 and 2001 only, ute)dall of which are set forth below, have beerived
from, and translated into U.S. dollars based onGGAistorical euro audited financial statementd e
underlying accounting records. This document prssiire financial information relating to the Preeesor and
the Successor.

As of the date of this Annual Report, Celanese cappgoximately 98% of the outstanding CAG shares.
Accordingly, financial and other information of CA&presented in this document for periods throliginch
31, 2004 and our financial and other informatioprissented as of and for the year ended Decemb&085
and as of and for the nine months ended Decemh&084.
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Predecessor Successor
Three Months Nine Months Year
Year Ended December 31 Ended Ended Ended
March 31, December 31 December 31
2001 2002 2003 2004 2004 2005

(in $ millions, except per share and per share daja

Statement of Operations Data:

Net sales 3,837 3,73¢ 4,48t 1,21¢ 3,744 6,07C
Cost of sale: (3,279 (3,08%) (3,795 (983 (3,02¢6) (4,779
Gross margit 56C 65C 69C 23t 71¢ 1,297
Selling, general and administrative exper (48)) (442) (504) (136) (497) (562)
Research and development exper (72) (65) (89) (23) (67) 91

Special (charges) gail(l):
Insurance recoveries associated with

plumbing case 28 — 107 — 1 34
Sorbates antitrust matte — — (95) — — —
Restructuring, impairment and other

special charges, n (407) 5 @an (28) (83) (107)

Foreign exchange gain (los 1 3 (4) — 3) =
Gain (loss) on disposition of ass — 10 6 1) 3 (10)
Operating profit (loss (371 161 94 47 72 561
Equity in net earnings of affiliate 12 21 35 12 3€ 61
Interest expens (72) (55) (49) (6) (300) (387)
Interest and other income, (2 53 41 92 14 12 127
Income tax benefit (provisior 97 (55) (45) (15) (70) (57)
Minority interests — — — — (8) (37)
Earnings (loss) from continuing operatic (281) 11z 127 52 (25¢) 26€
Earnings (loss) from discontinued operati (84) 37 22 26 5 9
Cumulative effect of change in accounting

principle, net of income ta — 18 1) — — —
Net earnings (loss (36E) 16€ 14¢ 78 (25%) 277
Cumulative declared and undeclared prefe

stock dividenc — — — — — (10)

Net earnings (loss) available to comn
shareholder (365) 16€ 14¢ 78 (259 267




Earnings (loss) per sha®

Earnings (loss) per common sh— basic:

Continuing operation (5.31) 2.21 2.57 1.0t (2.60) 1.67

Discontinued operatior (1.99) 0.77 0.44 0.5z 0.0t 0.0€
Cumulative effect of change in account

principle — 0.3€ (0.02) — — —

Net earnings (loss (7.25) 3.3¢ 2.9¢ 1.5¢ (2.55) 1.7¢

Weighted average shar— basic 50,331,84 50,329,34 49,445,95 49,321,46. 99,377,88  154,402,57

Earnings (loss) per common share — dilut
©F

Continuing operation (5.31) 2.21 2.57 1.0E (2.60) 1.61
Discontinued operatior (1.99) 0.77 0.44 0.52Z 0.0t 0.0€
Cumulative effect of change in account
principle — 0.3€ (0.02) — — —
Net earnings (loss (7.25) 3.3¢ 2.9¢ 1.57 (2.55) 1.67
Weighted average shar— diluted ®) 50,331,84 50,329,34 49,457,14 49,712,42 99,377,88  166,200,04
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Predecessol Successo
Three Months  Nine Months Year
Year Ended December 31, Ended Ended Ended
March 31, December 31. December 31
2001 2002 2003 2004 2004 2005

(in $ millions, except per share and per share daj:

Statement of Cash Flows Data:
Net cash provided by (used in) continu

operations
Operating activitie: 462 363 401 (107) (63) 714
Investing activities (20%) (139) (275) 96 (1,810 (920)
Financing activitie: (337) (150) (108) (43 2,68¢€ (2449
Balance Sheet Data (at the end of period) (2001

unaudited):
Trade working capite(® 47¢€ 562 591 67C 731 76¢
Total asset 6,232 6,417 6,814 6,61: 7,41C 7,44
Total debt [E 644 637 587 3,381 3,437
Shareholder equity (deficit) 1,95¢ 2,09¢ 2,582 2,62 (112) 23
Other Financial Data:
Depreciation and amortizatic 32¢ 24C 28¢ 70 181 28€
Capital expenditure 191 203 211 44 16€ 212
Cash basis dividends paid per common s®) 0.3¢ — 0.4¢ — — 0.0¢

(1) Special (charges) gains include impairment@bs, provisions for restructuring, which includests
associated with employee termination benefits dadt@nd office closures certain insurance recegeri



and other expenses and income incurred outsideatheal course of ongoing operations (See Note 20 to
the consolidated financial statements).

(2) Interest and other income, net, includes @gkeincome, dividends from cost basis investmemdsagher
non-operating income (expense).

(3) Successor earnings (loss) per share is caédtlley dividing net earnings (loss) by the weigragdrage
shares outstanding after giving effect to the 162947 for one stock split. Earnings (loss) per sliar
the Predecessor periods has been calculated ldirdjuet earnings (loss) by the historical weighted
average shares outstanding of the PredecessdneAspital structure of the Predecessor and Sumcess
are different, the reported earnings (loss) pereshee not comparable.

(4) Trade working capital is defined as trade aateuveceivable from third parties and affiliate$ ofeallowance
for doubtful accounts, plus inventories, less tradeounts payable to third parties and affiliafeade working
capital is calculated in the table below (2002 2661 unaudited):

Predecessor Successor

December 31,

March 31, December 31, December 31,
2001 2002 2003 2004 2004 2005

(in $ millions)

Trade receivables, n 512 63¢ 68€ 76€ 84: 91€
Inventories 47C 48¢ 48¢ 49t 604 661
Trade payable (506) (560) (584) (599) (716) (810)
Trade working capite 47€ 562 591 67C 731 76¢

(5) Inthe nine months ended December 31, 2004; @&clared and paid a dividend of €0.12 ($0.14) per
share for the year ended December 31, 2003. Did&lpaid to Celanese and its consolidated subsdiari
eliminate in consolidation.

During 2005, we declared and paid dividends tddrs of our Series A common shares of $13 millam,
$0.04 per share per quarter.
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Item 7. Management'’s Discussion and Analysis of Financiab@dition and Results of Operations

In this Annual Report on Form 10-K, the term “Qadse” refers to Celanese Corporation, a Delaware
corporation, and not its subsidiaries. The terms t€ompany,” “we,” “our,” “us,” and Successr refer to
Celanese and its subsidiaries on a consolidateisbase term “BCP Crystal” refers to our subsidya BCP
Crystal US Holdings Corp., a Delaware corporatiamd not its subsidiaries. The term “Purchaser’fees to
our subsidiary, Celanese Europe Holding GmbH & K&, formerly known as BCP Crystal Acquisition GmbH
& Co. KG, a German limited partnership (Kommands#tgkschaft, KG), and not its subsidiaries, excelperg
otherwise indicated. The term “Original Sharehalslerefers, collectively, to Blackstone Capital fzers
(Cayman) Ltd. 1, Blackstone Capital Partners (Cagjriad. 2, Blackstone Capital Partners (Cayman).l3d
and BA Capital Investors Sidecar Fund, L.P. Then®t'Sponsor” and “Advisor” refer to certain affates of
The Blackstone Group.

You should read the following discussion and anslgsthe financial condition and the results of
operations together with the consolidated finansiaitements and the accompanying Notes to Consedida
Financial Statements, which were prepared in acaom with U.S. GAAF



The following discussion and analysis of financiahdition and results of operations covers peripder
and subsequent to the acquisition of CAG and isisliaries (collectively “CAG” or the “Predecess’).
Accordingly, the discussion and analysis of his@lrperiods prior to the acquisition do not refléhe
significant impact that the acquisition of CAG Hel and will have on the Successor, including iasesl
leverage and liquidity requirements as well as faise accounting adjustments. Furthermore, the Sisocenc
the Predecessor have different accounting poligigls respect to certain matters (see Note 4 toibtes to
consolidated financial statements). Investors aetioned that the forward-looking statements caorediin this
section involve both risk and uncertainty. Severglortant factors could cause actual results tdedifnaterially
from those anticipated by these statements. Mattyesk statements are macroeconomic in nature ey
therefore, beyond the control of management. $erWward-Looking Information” located at the end this
section.

The results for the nine months ended Decembe2®15 and the three months ended March 31, 2005 have
not been audited; together with the results ofriime months ended December 31, 2003 and the thoathm
ended March 31, 2003 and should not be taken asdication of the results of operations to be repdrfor any
subsequent period or for the full fiscal year.

Reconciliation of Non-U.S. GAAP Measures: Managérbelieves that using non-U.S. GAAP financial
measures to supplement U.S. GAAP results is useiftNestors because such use provides a more etenpl
understanding of the factors and trends affectimgliusiness other than disclosing U.S. GAAP resaidize. In
this regard, we disclose net debt, which is a no8: GAAP financial measure. Net debt is definetbtas debt
less cash and cash equivalents. Management useelieto evaluate the capital structure. Net dsbiat a
substitute for any U.S. GAAP financial measureaddition, calculations of net debt contained irstreport may
not be consistent with that of other companies. mhst directly comparable financial measure presérin
accordance with U.S. GAAP in our financial statetadar net debt is total debt. For a reconciliatiohnet debt
and total debt, see “Financial Highlights™ belowor a reconciliation of trade working capital toorking
capital, see "Selected Financial Data."

Basis of Presentation
Successor

Represents our audited consolidated financial jposéts of December 31, 2005 and 2004 and our alidite
consolidated results of operations and cash flevsife year ended December 31, 2005 and the nim¢hsio
ended December 31, 2004. These consolidated fimlasteitements reflect the application of purchase
accounting, described below, relating to the oagjacquisition of CAG and purchase price accounting
adjustments relating to the acquisitions of Vinamidetex and additional CAG shares acquired duttiegyear
ended December 31, 2005.

Predecessor

Represents CAG’s audited consolidated results efaipns and cash flows for the year ended December
31, 2003, its audited interim consolidated resoftsperations and cash flows for the three
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months ended March 31, 2004, and its unauditedinmteonsolidated results of operations and casklfor the
three months ended March 31, 2003 and the ninelm@mtded December 31, 2003. These consolidateatfal
statements relate to periods prior to the acqaisitif CAG and present CAG'’s historical basis ofcarting
without the application of purchase accounting.

The results of the Successor are not comparalteteesults of the Predecessor due to the differenthe
basis of presentation of purchase accounting agpawed to historical cost. Furthermore, the Successo the
Predecessor have different accounting policies wigipect to certain matters.

Change in Ownership

Pursuant to a voluntary tender offer commencecebriary 2004, the Purchaser, an indirect wholly edvn
subsidiary of Celanese Corporation, on April 6,2@8quired approximately 84% of the ordinary shafes
CAG, excluding treasury shares, (the “CAG Shapef®i a purchase price of $1,693 million, includidigect
acquisition costs of $69 million (the “Acquisitith During the year ended December 31, 2005 ardnine
months ended December 31, 2004, the Purchaseradqdditional CAG shares for $473 million and $33



million, respectively, including direct acquisiti@osts of $4 million and less than $1 million, restpely.
The additional CAG shares were acquired pursuaeither i) the mandatory offer which commenced in
September 2004 and was extended such that it xgilteon April 1, 2006, unless further extendedi)athe
acquisition of additional CAG shares as describeldv.

As part of the initial acquisition of CAG, the Phaser agreed to refinance certain existing deldtAd®,
pre-fund certain pension obligations of CAG, pradicertain contingencies and certain obligationkdd to the
value of CAG, such as the payment of fair cash aamsption under a Domination and Profit and Loss 3fex
Agreement (“Domination Agreement”) for the remaig outstanding CAG Shares and payment obligations
related to outstanding stock appreciation rightsclsoptions and interest payments, provide additidunds for
working capital and other general corporate purpoaed pay related fees and expenses.

The funds used in connection with the initial asifion of CAG were provided by equity investments o
$641 million from the Blackstone Capital Partné&Zayman) Ltd. 1, Blackstone Capital Partners (Cayrhtoh
2, and Blackstone Capital Partners (Cayman) L{do8ectively, “Blackstone™) and BA Capital Invésrs
Sidecar Fund, L.P. (and together with Blackstohe,“Original Shareholders”); term loans of appimately
$608 million, borrowings under senior subordinateidge loan facilities of $1,565 million as well the
issuance of mandatorilly redeemable preferred stoigking $200 million. The senior subordinatecige loan
facilities have since been refinanced by the sesibordinated notes and the floating rate term.l8ara result
of the financing, our interest expense currenthared will continue to be, substantially higherrthiawas prior tc
the Acquisition.

We accounted for the initial acquisition of CAGngithe purchase method of accounting and, accdyding
this resulted in a new basis of accounting. Thelpase price was allocated based on the fair vdltleeo
underlying assets acquired and liabilities assuribd.assets acquired and liabilities assumed vedlected at
fair value for the approximately 84% portion acgdiland at CAG historical basis for the remainingrapimate
16%. The excess of the total purchase price oefaiin value of the net assets acquired at closiag allocated
to goodwill, and this indefinite lived asset is gdb to an annual impairment review. During theethmonths
ended March 31, 2005, we finalized the purchasewding adjustments for the original acquisitionCHG
(See Notes 1 and 2 to the consolidated financétstents).

During the year ended December 31, 2005, we demiegmodwill by $26 million as a result of purchase
accounting adjustments related to the Acquisitioth the acquisition of additional CAG shares. Ineldidh this
adjustment is a $23 million increase to goodwitida corresponding increase to our minority inteliability
primarily associated with the Restructuring thatureed in October 2004 (See Note 1 to the conseliia
financial statements). We also increased goodwi® million, net, for various purchase accountajustment
related to the acquisition of additional CAG shafesthese represented immaterial adjustmentsyighahlly
and in the aggregate, prior periods have not bestated. Also included in this adjustment is a on
decrease to goodwill associated with the additi@®G shares purchased based on the fair valueecdgbets
and liabilities acquired (See Note 2 to the comsdéd financial statements).
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In connection with the Acquisition, at the acqudsitdate, we implemented a plan to restructureasert
activities. We recorded liabilities of $60 millioptimarily for employee severance and related dosts
connection with the preliminary plan and have appdothe continuation of all existing Predecesssiroeturing
and exit plans (See Note 2 to the consolidatedéiz statements).

Major Events In 2005

. In January 2005, we completed an intial pubffering of 50,000,000 shares of Series A common
stock. Concurrently, we issued 9,600,000 sharesw¥ertible perpetual preferred stock.

. In December 2005, we announced a plan to devalof]Nanjing, China site into an integrated
chemical complex that will include a 600,000 metain acetic acid plant, a vinyl acetate unit and a
vinyl acetate emulsions unit. Startup is targetedie first half of 2007.



Increased our ownership of CAG to approxima@8¢6 as of November 2, 2005 following an
agreement with major shareholders and ongoing tesfters. In November 2005, our Board of
Directors granted approval to effect a Squeezeedtite remaining minority shareholders of CAG.

In February 2005, we completed the acquisitibinamul, the North American and European
emulsion polymer business of Imperial Chemical btdas PLC (“ICI"") for $208 million.

In July 2005, we completed the acquisition offex Corporation for $270 million and assumed
Acetex's $247 million of debt, which is net of castyuired of $54 million. We also redeemed
Acetex’s outstanding 10 7/8% senior notes primaniith available cash of $280 million.

Completed the transition to purchase our taguirements for Gulf Coast methanol from Southern
Chemical Corporation, a Trinidad-based supplier.

Announced plans to construct a world-scale planttfe manufacture of GURultra-high molecular
weight polyethylene in Asia. Production is expedietegin in the second half of 2007.

Announced plans to implement our next generatforinyl acetate monomer technology, known as
Vantage Plus™We expect to further improve production efficierazyd lower operating costs acrt
our global manufacturing platform through the ukthis technology.

In August 2005, our board adopted a dividendcygand we began to pay common shareholders a
dividend of $0.16 per share annually, or 1%, basethe initial public offering price of $16 per
share.

In December 2005, we reached settlements withimsurer's of CNA Holdings' pursuant to which
CNA Holdings will be paid a total of $16 million the next two years ($7 million in 2006 and $9
million in 2007) in exchange for the release oftaier claims against the policy of the insurer. We
recorded approximately $30 million in income toapk(charges) gains for two plumbing action
insurance settlements in the fourth quarter of 2005

In December 2005, we resolved litigation peiitagrto antitrust claims filed against certain shiiygp
companies. Pursuant to these agreements, we rdaet@roceeds of approximately $36 million
which was recorded as a reduction to cost of salde fourth quarter of 2005.

In October 2005, we completed the sale of oetate manufacturing facility in Rock Hill, South
Carolina to Greens of Rock Hill LLC. Productiontla¢ facility was phased out earlier in 2005 as

of our previously announced plans to consolidateagetate flake manufacturing operations. We
recognized a gain on sale of approximately $23ioni/lwhich includes the reversal of $12 million of
asset retirement obligations and $7 million of eowimental reserves, as the purchaser assumed these
obligations.
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In the fourth quarter of 2005, we exited our filathbusiness (See Note 6 to the notes to consati
financial statements).

In December 2005, we sold our cyclo-olefine dgper business, or COC, to a venture of Japan's



Daicel Chemical Industries Ltd. (“Daicel”) and Bplastics Co, Ltd. (“Polyplastics”). Daicel hod
a majority stake in the venture with 55% interest Rolyplastics, which itself is a venture between
us and Daicel, owns the remaining 45%. The trafmacesulted in a loss of approximately $35
million.

. In December 2005, we completed the sale of oomon stock interest in the Pemeas GmbH fuel
cell venture and recognized a gain of less tham#lion.

. In December 2005, we announced that discussegeding the venture project being developed by
Acetex and Tasnee Petrochemicals in the KingdoBeofdi Arabia have been temporarily susper
due to the current high demand on contractors andars which have affected expected project
costs.

. Continued to focus the product portfolio by @dtnon-strategic businesses, such as the high
performance polymer polybenzamidazole (“PBI”),cb&an polymer and emulsion powders.

. In December 2005, we announced our intentigguigue strategic alternatives for our Pampa, Texas
plant. The facility, which produces a variety obgucts based on butane, including 290,000 metric
tons of acetic acid, faces competitive pressurestdihe technology utilized. If we elect to ekiet
facility, an impairment charge may be recognizekliciv could be material.

Initial Public Offering and Concurrent Financings

In January 2005, we completed an initial publiedffg of 50,000,000 shares of Series A common
stock and received net proceeds of $752 millioarafeducting underwriters’ discounts and offering
expenses of $48 million. Concurrently, we receimetiproceeds of $233 million from the offering aofro
convertible perpetual preferred stock. A portioriha proceeds of the share offerings were useelddeem
$188 million of senior discount notes and $521 ionillof senior subordinated notes, excluding early
redemption premiums of $19 million and $51 millisespectively.

Subsequent to the closing of the initial publiceoiiig, we borrowed an additional $1,135 million ar
the amended and restated senior credit facili@gmrtion of which was used to repay a $350 million
floating rate term loan, and $200 million of whisfas used as the primary financing for the Febr@ags
acquisition of Vinamul. Additionally, the amendeadarestated senior credit facilities included aZ24
million delayed draw term loan, which expired utiz¢id in July 2005.

On April 7, 2005, we used the remaining proceeds@finitial public offering and concurrent
financings to pay a special cash dividend, declarearch 8, 2005, to holders of our Series B commo
stock of $804 million. Upon payment of the $804limil dividend, all of the outstanding shares ofi&eB
common stock converted automatically into shareSasfes A common stock. On March 9, 2005, we is
a 7,500,000 Series A common stock dividend to tiiddrs of our Series B common stock.

Acquisition of Additional CAG Shares

On August 24, 2005, we acquired 5.9 million, orrapgmately 12%, of the outstanding CAG shares
from two shareholders for €302 million ($369 mifijo We also paid to such shareholders €12 mill&i(
million) in consideration for the settlement of teén claims and for such shareholders agreeingnmng
other things, (1) accept the shareholders' resuistpassed at the extraordinary general meetiGAG
held on July 30 and 31, 2004 and the annual generating of CAG held on May 19 and 20, 2005, (2)
acknowledge the legal effectiveness of the donmagind profit and loss transfer agreement, (3)
irrevocably withdraw and abandon all actions, aggtlons and appeals each brought or joined in legal
proceedings related to, among other things, chgiltienthe effectiveness of the domination and piaxfid
loss transfer agreement and amount of fair caslpeosation offered by the Purchaser in the mandatory
offer required by Section 305(1) of the
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German Stock Corporation Act, (4) refrain from adgg any CAG shares or any other investment in C
and (5) refrain from taking any future legal actisith respect to shareholder resolutions or cotgora
actions of CAG. We paid the aggregate consideratfid@314 million ($384 million) for the additional CA
shares using available cash.

We also made a limited offer to purchase from ko shareholders any remaining outstanding CAG
shares for €51 per share (plus interest on €41e®2hmre) against waiver of the shareholders’ sityint
participate in an increase of the offer considerads a result of the pending award proceedingsddiition
all shareholders who tendered their shares pursadhée September 2004 mandatory offer of €41.92 pe
share were entitled to claim the difference betwerincreased offer and the mandatory offer. Thédd
offer period ran from August 30, 2005 through Septter 29, 2005, inclusive. For shareholders whandid
accept the limited offer on or prior to the Septem®9, 2005 expiration date, the terms of the p&bi
mandatory offer continue to apply. The mandatofgrofiill remain open for two months following final
resolution of the award proceedingSgruchverfahrenby the German courts.

As of December 31, 2005 and 2004, our ownershgrast in CAG was approximately 98% and 84%,
respectively. On November 3, 2005, our Board o&Btiors approved commencement of the process for
effecting a squeeze-out of the remaining sharehsldes defined below.

Squeeze-Out

Because we own shares representing more than 989 oégistered ordinary share capital (excluding
treasury shares) of CAG, we have decided to exentis right, as permitted under German law, to the
transfer of the shares owned by the outstandin@nitynshareholders of CAG in exchange for fair cash
compensation (the “Squeeze-Out”). The Squeezex@ilitequire the approval by the affirmative vaie
the majority of the votes cast at CAZHinnual general meeting in May 2006 and will bez@ffiective upol
its registration in the commercial register. If are successful in effecting the Squeeze-Out, we pays
the then remaining minority shareholders of CAG taish compensation, in exchange for their shaies.
amount of the fair cash compensation per sharbéas set at €62.22. The amount to be paid to the
minority shareholders as fair cash compensati@xainange for their CAG Shares in connection with th
Squeeze-Out was determined on the basis of thedhie of CAG, determined by us in accordance with
applicable German legal requirements, as of the ofathe applicable resolution of CAG’s sharehadtler
meeting, and examined by a duly qualified auditaysen and appointed by the Frankfurt District Court
( Landgericht).

The Squeeze-Out will require approval by the shaldehrs of CAG. While it is expected that we will
have the requisite majority in such meeting to esapproval of such measures, minority sharehalders
irrespective of the size of their shareholding, maghin one month from the date of any such shalcsr
resolution, file an action with the court to havels resolution set aside. While such action wouly be
successful if the resolution were passed in viotatf applicable laws and cannot be based on the
unfairness of the amount to be paid to the minafitgreholders, a shareholder action may substgntial
delay the implementation of the challenged shaddralesolution pending final resolution of the auwtilf
such action proved to be successful, the actiotdqanevent the implementation of the Squeeze-Out.
Accordingly, there can be no assurance that the&opiOut can be implemented timely or at all.

Impact of the Acquisitions of Vinamul and Acetex

In February 2005, we acquired Vinamul, the Northekitan and European emulsion polymer busi
of Imperial Chemical Industries PLC (“ICI"”) for 208 million. The Vinamul product line includes viny
acetate-ethylene copolymers, vinyl acetate homapetg and copolymers, and acrylic and vinyl acrylic
emulsions. Vinamul operates manufacturing facgiiiethe United States, Canada, the United Kingdom,
and The Netherlands. As part of the agreementwilCtontinue to supply Vinamul with starch, dextanc
other specialty ingredients following the acqusiti We will supply ICI with vinyl acetate monomerda
polyvinyl alcohols. The supply agreements are ifitedn years,
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and the pricing is based on market and other nagaotiterms. This acquisition was primarily financed
through borrowings of $200 million under the amehdad restated senior credit facilities. The nksa
and operating profit (loss) of the Vinamul businggsuded in our results of operations were $34Bioni



and $(15) million, respectively, for the year endtember 31, 2005. Vinamul's results included
integration costs incurred in connection with theguastion. See Note 6 to the consolidated financial
statements.

In September 2005, in connection with the Vinamams$action, we sold our emulsion powders
business to ICI for $25 million. The transactionluded a supply agreement whereby we will supply
product to ICI for a period of up to fifteen yeafhe fair value of the supply contract was $11ignilland
was recorded as deferred revenue to be amortizextiow fifteen year life of the contract. In cont@t
with the sale, we reduced goodwill related to tbgussition of Vinamul by $6 million. Net sales and
operating profit (loss) for the emulsions powdeusibess for the nine months ended September 38, 200
were approximately $30 million and $1 million, resfively.

In July 2005, we acquired Acetex Corporation (“A@e’) for $270 million and assumed Acetex’s
$247 million of debt, which is net of cash acquitgd54 million. Acetex’s operations include an tyte
business with plants in Europe and a North-Amergpecialty polymers and film business. We acquired
Acetex primarily using existing cash. We causedtéx¢o exercise its option to redeem its 10 7/8%6mse
notes due 2009 totaling $265 million. The redempti@s funded primarily with cash on hand and oexl
on August 19, 2005. The redemption price was $2Bbm which represents 105.438% of the outstagdin
principal amount, plus accrued and unpaid intaregtugust 19, 2005. On August 25, 2005, we repiaéd t
remaining $36 million of assumed debt with avakabhsh. The net sales and operating profit (Iost)eo
Acetex business included in our results of openatiwere $247 million and $(4) million, respectiveiyr
the year ended December 31, 2005. Acetex's rénaltgled integration costs and inventory purchase
accounting adjustments incurred in connection Withacquisition.

In connection with the above acquisitions, we ated the purchase price on the basis of the fhieva
of the assets acquired and the liabilities assum&dexpect to finalize the purchase accountingAfatex
by March 31, 2006. Included in the liabilities as®d are certain obligations related to the acqupestsior
and postretirement benefit plans. The excess gbtihehase price over the amounts allocated tosaasek
liabilities is included in goodwill, and as of Deaber 31, 2005, is approximately $44 million and 16
million for Vinamul and Acetex, respectively.

Major Events In 2004

. In response to greater demand for Ticona'’s teahpolymers, two projects were announced to
expand manufacturing capacity. Ticona announcetbsplaincrease production of polyacetal in
North America by about 20%, raising total capatity02,000 tons per year at the Bishop, Te
facility. This project was completed in October 200

. In October 2004, we completed an organizatioestructuring (the “Restructuring”). (See Notedl
the consolidated financial statements).

. In October 2004, we announced plans to implemairtagegic restructuring of our acetate busine
increase efficiency, reduce overcapacity in ceréa@as and to focus on products and markets that
provide long-term value. The restructuring resulte@50 million of asset impairment charges
recorded as a special charge and $12 million ingefeato depreciation for related asset retirement
obligations for the nine months ended Decembe304.

. In November 2004, Blackstone Crystal Holdingpi@d Partners (Cayman) IV Ltd., reorganized as a
Delaware company and changed its name to Celar@mg®i@tion.

. In December 2004, we approved a stock incemtige for executive officers, key employees and
directors, a deferred compensation plan for exeeudfficers and key employees, as well as other
management incentive programs. We recorded exper&®) million related to these new
compensation plans during the nine months endeémbleer 31, 2004.
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Major Events In 2003

In 2003, CAG took major steps to enhance the valuts businesses, by investing in new production
capacity in growth areas, reducing costs and isanggproductivity.

Optimizing the Portfolio

. Agreed to sell our acrylates business to The @dwemical Company (“Dow™) as part of its strategy
to focus on core businesses; transaction compietedbruary 2004.

. Completed the venture of its European oxo bssieg with Degussa AG (“Degussa’).

. Sold our nylon business to BASF AG (“BASF").

Investing in Growth Areas

. Received governmental approval and began prepasao build a world-scale acetic acid plant in
China, the world’s fastest growing market for acettid and its derivatives.

. Announced agreement with China National Tobacc@@mtion to double capacities of three ace
tow plants in China, in which CAG owns a 30% share.

. Announced plans to expand its GURYultra high molecular weight polyethylene plant in
Oberhausen, Germany, by 10,000 tons, increasingptalrworldwide capacity by 17% in the second
half of 2004.

. Broke ground with Asian partners for a new inweent in a polyacetal plant in China, the world’s
highest growth market for engineering plastics.

Reducing Costs and Increasing Productivity

. Agreed to source methanol from Southern Chen@caporation in mid-2005 under a multi-year
contract expected to reduce significantly overaficsure to U.S. Gulf Coast natural gas volatility.

. Initiated measures to redesign Ticona’s orgditimareduce costs and increase productivity.

. Achieved significant cost savings from completaf Focus and Forward restructuring programs.

. Intensified use of Six Sigma and other produttitools throughout the organization to reducetgos
and generate additional revenue.

. Began implementation of a company-wide SAP ptatfto reduce administrative costs by
eliminating complexity in information systems awdorovide for ongoing improvement in business
processes and service.

. Completed a new, more efficient plant for systeejas, a primary raw material used at the
Oberhausen, Germany site.
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Financial Highlights

Successo Predecesso
Nine Months Nine Months ~ Three Months ~ Three Months  Three Months  Nine Months
Ended Ended Ended Ended Ended Ended
December 31, December 31, March 31, March 31, March 31, December 31
2005 2004 2005 2004 2003 2003
(unaudited) (unaudited) (unaudited) (unaudited)
(in $ millions)
Statement of Operations Data:
Net sales 4,59: 3,744 1,47¢ 1,21¢ 1,137 3,34¢
Special (charges) gain
Insurance recoveries associated wit|
plumbing case 34 1 — — — 107
Sorbates antitrust matte — — — — — (95)
Restructuring, impairment and other
special (charges) gail (69) (83) (38) (28) Q) (16)
Operating profii 40& 72 15€ 47 72 22
Earnings (loss) from continuing operatit
before tax and minority interes 34¢ (180C) 13 67 88 84
Earnings (loss) from continuing operati 28¢ (258) (20) 52 68 59
Earnings (loss) from discontinued
operations (D) 5 10 26 (11) 33
Net earnings (loss 287 (2593) (20) 78 56 92
Successor
As of As of

Balance Sheet Data:

December 31,

2005

December 31,

2004

(in $ millions)

Shor-term borrowings and current installments of I-term deb- third party and affiliate 15E 144
Plus: Lon¢-term debi 3,28: 3,247
Total debt 3,431 3,381
Less: Cash and cash equivale 39C 83¢
Net debt 3,045 2,54¢
Successo Predecesso
Nine Months Nine Months Three Months Three Months Three Months Nine Months
Ended Ended Ended Ended Ended Ended
December 31, December 31, March 31, March 31, March 31, December 31,
2005 2004 2005 2004 2003 2003
(unaudited) (unaudited) (unaudited) (unaudited)
(in $ millions)
Other Data:
Depreciation and amortizatic 222 181 63 70 70 21¢
Operating margif® 8.8% 1.9% 10.6% 3.9% 6.3% 0.7%

Earnings (loss) from continuir



operations before tax and minoi
interests as a percentage of

sales 7.€6% (4.9% 0.% 5.5% 7.7% 2.5%
(1) Defined as operating profit divided by net sale
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CELANESE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
Successo Predecesso
Nine Months Nine Months  Three Months  Three Months  Three Months  Nine Months
Ended Ended Ended Ended Ended Ended
December 31, December 31, March 31, March 31, March 31, December 31
2005 2004 2005 2004 2003 2003
(unaudited) (unaudited) (unaudited)  (unaudited)
(in $ millions)
Net sales 4,59 3,744 1,47¢ 1,21¢ 1,137 3,34¢
Cost of sale: (3,667 (3,026 (1,106 (983) (935) (2,860
Gross margit 92t 71¢ 372 23t 20z 48¢€
Selling, general and administrative
expense: (403) (497) (159) (136) (108) (396)
Research and development exper (68) (67) (23) (23) (20) (69)
Special (charges) gain
Insurance recoveries associated wit|
plumbing case 34 1 — — — 107
Sorbates antitrust matte — — — — — (95)
Restructuring, impairment and other
special (charges) gail (69) (83) (38) (28) (1) (16)
Foreign exchange gain (los 3 3 3 — Q) 3
Gain (loss) on disposition of ass (12) 3 1 (1) — 6
Operating profi 40¢ 72 15€ 47 72 22
Equity in net earnings of affiliate 46 36 i3 12 10 25
Interest expens (211) (300) (17¢€) (6) (12 (37
Interest incom 23 24 15 5 6 38
Other income (expense), r 36 (12) 3 9 12 36
Earnings (loss) from continuing
operations before tax and minorit
interests 34¢ (180) 13 67 88 84
Income tax provisiol (49 (70) (8) (15) (20) (25)
Earnings (loss) from continuing
operations before minority intere: 30C (250) 5 52 68 59
Minority interests (12) (8) (25) — — —
Earnings (loss) from continuing operatit 28¢ (259) (20) 52 68 59

Earnings (loss) from discontinued
operations



Earnings (loss) from operation of

discontinued operatior (D) 5 10 — 8 31
Gain (loss) on disposal of discontinu

operations — 0] — 14 2 9
Income tax benefi — 1 — 12 (1) (7)
Earnings (loss) from discontinued

operations Q) 5 10 26 (11 33

Cumulative effect of changes in
accounting principles, net of income
tax — - — — (1) —

Net earnings (loss 287 (253 (10) 78 56 92
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Overview — Nine Months Ended December 31, 2005 Coraped with Nine Months Ended
December 31, 2004

Net sales in the nine months ended December 35, i@6eased 23% to $4,592 million compared to the
same period in 2004. The improvement is primarig ¢tb an 11% increase in net sales from the Vinamdl
Acetex businesses and 11% higher pricing, maini@hemical Products, offset by slightly lower volusnBlet
sales from Vinamul and Acetex were approximatel@Ggiillion and $247 million, respectively.

Our performance improved over 2004 as increas@ihgrand cost savings initiatives more than offset
higher raw material and energy costs. As a resultpperating profit margin increased to 8.8% far hine
months ended December 31, 2005 from 1.9% in the g@riod in 2004. For the nine months ended Decembe
31, 2005, Vinamul and Acetex (including AT Plas)idgad operating losses of $15 million and $4 worilli
respectively, primarily related to integration st connection with the acquisitions and inventauychase
accounting adjustments for Acetex.

Earnings from continuing operations before tax amabority interests for the nine months ended Deamb
31, 2005 increased to $349 million compared totdass of $180 million in the same period in 2004is
increase is primarily due to higher operating grédwer interest expense and higher dividend ineolmterest
expense in 2004 included the expensing of defdmadcing costs of $89 million and a prepaymentpten of
$21 million associated with the refinancing of thandatorily redeemable preferred stock. This irexasas
partially offset by a $21 million increase in 20@5nterest expense due to higher debt levels &jtueh interest
rates. Earnings from continuing operations befakeaind minority interests for the nine months endedembe
31, 2005 includes an $11 million net loss on digposof assets compared to a $3 million net gain o
disposition of assets in the same period in 2004&. fiet earnings for the nine months ended Decef&ihe2005
includes a $35 million loss on the disposal of Ti@e COC business, offset by a $23 million gairtfen
disposition of two Acetate Products properties &hanillion in other gains, net.

Net earnings (loss) for the nine months ended Dbeerdl, 2005 improved to net earnings of $287 anilli
compared to a net loss of $253 million for the sa@éod in 2004.

Net debt (total debt less cash and cash equivalegs to $3,047 million at December 31, 2005 from
$2,549 million at December 31, 2004, primarily do@ decrease in cash and cash equivalents of iB#H@n.
We largely used available cash to finance the Vinaand Acetex acquisitions, the redemption of Aretenior
notes and the purchase of the additional CAG sHemestwo minority shareholders.

In September 2005, we announced a controlled stwmtad our plants in Clear Lake, Pasadena, Bay City
and Bishop, Texas in preparation for Hurricane RNa& subsequently announced that these plantsrseta
minimal damage from this hurricane and product&sumed at these plants in October 2005. We betieve
hurricane had an aggregate negative impact onregrioif approximately $15 million during the ninemtits
ended December 31, 2005.

Overview — Three Months Ended March 31, 2005 Compad with Three Months Ended March 31, 2004

In the three months ended March 31, 2005, net sa#es21% to $1,478 million compared to $1,218
million, in the same period in 2004, primarily dieehigher pricing, higher volumes, favorable cuogn
movements and product composition changes, of whééhmillion was related to the Vinamul acquisitidet



earnings (loss) declined to a net loss of $10 amltompared to net earnings of $78 million in thme
period in 2004 largely due to higher interest exggenvhich included $102 million in debt refinanciedated
costs (comprised of early redemption premiums acelarated amortization of deferred financing co$t$74
million and $28 million, respectively), and higrsgecial charges, mainly due to $35 million in exgenfor the
termination of sponsor monitoring services. The¢hmonths ended March 31, 2005 benefited from highe
pricing mainly in Chemical Products, driven by sigademand and higher industry capacity utilizatMe also
benefited from cost savings resulting from resutiog and productivity improvement programs as \asllowe!
depreciation and amortization. These benefits ywar#ally offset by higher raw materials and enecgsgts.
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Overview — Nine Months Ended December 31, 2004 Coraped with Nine Months Ended
December 31, 2003

All business segments experienced volume growthémine months ended December 31, 2004 compared
to the same period in 2003. The Chemical Prodwgment benefited from stronger overall demand, enthié
Ticona segment grew on new commercial applicatiorsstronger demand from the automotive,
electrical/electronics, household goods, and médieakets. The performance of Ticona’s affiliatésoa
reflected improved business conditions. The overanomic environment, however, remained challendire
to higher raw material and energy costs, as weNeaker pricing for some products in the Ticona and
Performance Products segments compared to thezanine in 2003.

Net sales in the nine months ended December 34, 2B@ 12% to $3,744 million compared to net skie
the same period in 2003 mainly on higher volumedlibusiness segments, stronger pricing in Chemica
Products and favorable currency effects, which vpartially offset by lower pricing in the remainisggments
and changes in the composition of the Chemical irtsdsegment.

Operating profit increased to $72 million from $&#lion in the same period in 2003. Operating profi
benefited from increased net sales, lower stockempgtion rights expense of $76 million as weltast savings
These factors were partially offset by increased maaterial and energy costs, higher special chasf8g8
million, expenses associated with a new manageownpensation plan of $50 million, and higher prsiesal
and consulting fees. For the nine months endedleee31, 2004, operating profit included lower @epation
and amortization of $38 million resulting primarftpm purchase accounting adjustments and a ndnalarge
of $53 million in inventory-related purchase accing adjustments.

Earnings from continuing operations before tax amaority interests decreased to a loss of $180Ganill
from earnings of $84 million in the same perio@@03 mainly due to an increase in interest expeh$263
million, resulting from the higher debt levels ahe expensing of deferred financing costs of $88anj and
the absence of $18 million in income from the damalization of an insurance provider, which was iptyt
offset by higher operating profit of $50 million.

Net earnings (loss) decreased to a loss of $29®mdompared to earnings of $92 million for thensa
period a year earlier.

Net debt (total debt less cash and cash equivalergs to $2,549 million from $489 million as of
December 31, 2003, primarily to finance the acdjoisiof CAG and to prefund benefit obligations.

Overview — Three Months Ended March 31, 2004 Compad with Three Months Ended March 31, 2003

In the three months ended March 31, 2004, all @Rhedecesor’s businesses experienced strong volume
growth compared to the same period the previousam benefited from increased activity in somé@f
markets, such as electrical/electronics, new agtitins for technical polymers and food ingredieats] tight
supply conditions in the acetyl products marketsei@ting profit declined, however, due to highav raaterial
and energy costs, special charges and the abstm®me from stock appreciation rights, which wpestially
offset by favorable currency effects.

Net sales increased 7% to $1,218 million due toawm@ increases and favorable currency effects,tiegul
mainly from the stronger euro versus the U.S. dolfalume increases were particularly strong in Alcetate
Products and Ticona segments. These factors weliallyeoffset by the effects of transfer of therepean oxo
business to a venture in the fourth quarter of 2003



Earnings from continuing operations before tax amgority interests were $67 million compared to $88
million in the comparable period in 2003. Net eags (loss) increased to $78 million from $56 millio the
same period in 2003.
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Selected Data by Business Segmeniine Months Ended December 31, 2005 Compared withitle Months
Ended December 31, 2004 and Three Months Ended Mdr@&1, 2005 Compared with Three Months Ende
March 31, 2004

Successor Predecessor
Nine Months  Nine Months Three Months Three Months
Ended Ended Ended Ended
December 31, December 31, March 31, March 31,
2005 2004 2005 2004
(unaudited) (unaudited)

(in $ millions)

Net Sales

Chemical Product 3,292 2,57 1,04« 81¢
Technical Polymers Ticor 64¢ 63€ 23¢ 227
Acetate Product 494 441 165 147
Performance Produc 132 131 47 44
Segment Tote 4,567 3,781 1.49¢ 1,23¢
Other Activities 132 45 12 11
Inter-segment Elimination (107) (82 (29 (29
Total Net Sale: 4,592 3,744 1,47¢ 1,21¢
Special (Charges) Gain:

Chemical Product (24) 3 @ Q)
Technical Polymers Ticor 9 (37 (@) Q)
Acetate Product (8) (47) @ —
Performance Produc — — — —
Segment Tote (23 (82) 3 2
Other Activities (12) (1) (35) (26)
Total Special (Charges) Gai (35) (82 (38) (28)
Operating Profit (Loss)

Chemical Product 39¢ 24¢ 177 65
Technical Polymers Ticor 21 (12 39 31
Acetate Product 57 ()] 10 4
Performance Produc 38 18 13 11
Segment Tote 512 237 23¢ 111
Other Activities (107) (165) (83) (64)
Total Operating Profi 40¢E 72 15€ 47

Earnings (Loss) from Continuing
Operations Before Tax and
Minority Interests

Chemical Product 462 26E 198 64
Technical Polymers Ticor 65 26 51 45
Acetate Product 61 (13 10 4



Performance Produc 34 15 12 11

Segment Tote 622 292 26¢€ 124
Other Activities (279) (479 (259 (57)
Total Earnings (Loss) from Continuing Operations

Before Tax and Minority Interes 34¢ (180) 13 67
Depreciation & Amortization
Chemical Product 13¢ 89 34 39
Technical Polymers Ticor 45 48 15 16
Acetate Product 20 30 9 11
Performance Produc 10 10 3 2
Segment Tote 20¢€ 177 61 68
Other Activities 15 4 2 2
Total Depreciation & Amortizatio 223 181 63 70
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Selected Data by Business Segmeniiine Months Ended December 31, 2005 Compared withitke Months
Ended December 31, 2004 and Three Months Ended Mdr@&1, 2005 Compared with Three Months Ende
March 31, 2004 (Continued)

Factors Affecting Nine Months Ended December 31, 2B Segment Sales Compared to Nine Months End
December 31, 2004

in percentage Volume Price Currency Other Total
Chemical Product 3 15 — 16 28
Technical Polymers Ticor Q) 4 QD — 2
Acetate Product 7 5 — — 12
Performance Produc 6 (4) — — 2

Factors Affecting Three Months Ended March 31, 2005%5egment Sales Compared to Three Months Ended
March 31, 2004

in percentage Volume Price Currency Other Total

Chemical Product @ 22 3 4 28
Technical Polymers Ticor 2 — 3 — 5
Acetate Product 9 3 — — 12
Performance Produc 9 (7) 5 — 7

Summary by Business Segment—Nine Months Ended Decbar 31, 2005 Compared with Nine Months
Ended December 31, 2004 and Three Months Ended Mdr@&1, 2005 Compared with Three Months Ende
March 31, 2004

Chemical Products

Successor Predecessor




Nine Months Nine Months Three Months  Three Months
Ended Ended Ended Ended
December 31, December 31, Nine Months March 31, March 31,
in $ millions (except for percentage 2005 2004 Change in $ 2005 2004
(unaudited) (unaudited)
Net sales 3,29 2,57 71¢ 1,04¢ 81¢
Net sales varianc
Volume )% (1)%
Price 15% 22%
Currency — 3%
Other 16% 4%
Operating profit 39¢€ 24¢ 14¢ 177 65
Operating margii 12.(% 9.6% 17.(% 7.9%
Special (charges) gail (29 ?3) (22) (@) 1)
Earnings from continuing operations
before tax and minority interes 462 26E 197 192 64
Depreciation and amortizatic 13z 89 44 34 39

Nine Months Ended December 31, 2005 Compared viith Months Ended December 31, 2(

Chemical Products’ net sales increased 28% to $3y#Bion for the nine months ended December 31,
2005 compared to the same period in 2004. Theaseres primarily due to the inclusion of net sditem
Vinamul and Acetex (excluding AT Plastics) durim@08 of approximately $280 million and $135 million,
respectively. In addition, pricing increased forgnproducts, but primarily from acetic acid, vimygetate
monomer and acetyl derivatives. The price increesedriven by continued strong demand, high ingustr
utilization in base products and higher raw matedats, particularly for ethylene and

69

natural gas. Overall, volumes declined 3% primédribyn acetyl derivatives partially offset by signdntly
improved volumes from vinyl acetate monomer. Volsrfa emulsions was flat. The increase in volunmemf
vinyl acetate monomer is primarily driven by contial strong demand.

Special charges increased by $21 million for tmemonths ended December 31, 2005 compared to the
same period in 2004. Included in 2005 is $12 milliw charges for a change in the environmental déstien
strategy related to the closure of the Edmontorharedl plant and $6 million for severance chargksed to the
same closure.

Operating profit increased 60% to $396 million floe nine months ended December 31, 2005 compared to
the same period in 2004. The increase is pringighiven by higher pricing, which more than offeé&her raw
material and energy costs. The segment also beddfiim a full quarter impact of its Southern Cheathi
methanol supply contract. Basic products, suclcasaacid and vinyl acetate monomer, had greaieress in
maintaining margins while downstream products, agpolyvinyl alcohol and emulsions, continued to
experience margin compression due to raw matesitbaising faster than our pricing. Operating pros also
favorably impacted in this period due to $36 miilivom the settlement of transportation-related-anst
matters, $14 million in lower non-cash inventeoglated purchase accounting adjustments and A¢exeluding
AT Plastics) recording an operating profit of $1illion in the nine months ended December 31, 200&
increase in operating profit was partially offsgt\inamul recording operating losses of $15 milliarhich
included integration costs in connection with thgusition. Additionally, depreciation and amortina
increased in 2005 compared to the same periodd4 péimarily related to purchase accounting adjesti® in
both years.

Earnings from continuing operations before tax amaority interests increased 74% to $462 million
compared to the same period in 2004 benefiting firereased operating profit and dividends from Saudi
cost investment.

Three Months Ended March 31, 2005 Compared witked@ihMonths Ended March 31, 2004



Chemical Products' net sales increased 28% to $hyiiion compared to the same period last yeamnigai
on higher pricing, segment composition changewstoth $66 million was related to Vinamul, and fazbie
currency effects. Pricing increased for most presiudriven by continued strong demand and higlieatibn
rates across the chemical industry.

Earnings from continuing operations before tax amgority interests increased to $193 million fro6¥$
million in the same period in 2004 as higher pigcimas partially offset by higher raw material co&arnings
also benefited from an increase of $9 million inidénds from our Saudi cost investment, which tate$12
million in the quarter. The three months ended Mat, 2005 included $1 million in earnings from &inul,
which included $1 million in norash inventory related purchase accounting adjusgtrand integration costs
connection with the acquisition.
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Technical Polymers Ticona
Successor Predecessor
Nine Months Nine Months Three Months ~ Three Months
Ended Ended Ended Ended
December 31, December 31,  Nine Months March 31, March 31,
in $ millions (except for percentage 2005 2004 Change in $ 2005 2004
(unaudited) (unaudited)
Net sales 64¢ 63€ 12 23¢ 227
Net sales varianc
Volume ()% 2%
Price 4% —
Currency )% 3%
Other — —
Operating profit (loss 21 12 33 39 31
Operating margii 3.2% 2.9% 16.2% 13.7%
Special (charges) gail 9 37 46 1) 1)
Earnings from continuing operatior
before tax and minority interes 65 26 39 51 45
Depreciation and amortizatic 45 48 3) 15 16

Nine Months Ended December 31, 2005 Compared viitth Months Ended December 31, 2(

Ticona's net sales increased 2% to $648 milliorthiernine months ended December 31, 2005 compared t
the same period in 2004. The increase is primdrilyen by the successful implementation of pricéases,
introduction of new applications and increased pratien into key markets. This increase is pastiafifset by
lower overall volumes and slightly unfavorable emey effects. Improved volumes from most of Ticaena’
product lines were more than offset by a declingdlyacetal volumes attributable to a weak European
automotive market and reduced sales to lower-epticagions.

Ticona recorded income from special charges of #imfor the nine months ended December 31, 2005
compared to expense of $37 million for the samépgén 2004. Included in 2005 is approximately $8#lion
associated with plumbing insurance recoveries, wvhias partially offset by an additional $25 millinon-cash
impairment charge associated with the planned dedpaf the COC business. The $37 million in 2004 is
primarily related to a non-cash impairment chargenfthe COC business.

Operating profit increased to $21 million for theexmonths ended December 31, 2005 compared to an
operating loss of $12 million for the same perin@004. The successful implementation of priceaases
helped to offset higher raw material and energysc@sdso contributing to the increase are produitstiv
improvements, cost savings from an organizatioeéésign and lower depreciation and amortizatiorerges
due to changes in the useful lives of certain prigpelant and equipment. In addition, 2004 incldi@e$20



million charge to cost of sales for a non-cash meey related purchase accounting adjustment. Gipgra
profit in the nine months ended December 31, 260Rkides approximately $35 million for the loss aspdsal
of the COC business compared to an impairment ehafr§32 million taken in 2004.

Earnings from continuing operations before tax amgiority interests increased to $65 million for thiee
months ended December 31, 2005 compared to $2@mil the same period in 2004. This increaseiimanly
due to the increase in operating profit, improvadigy earnings from Asian and U.S. affiliates doénicreased
sales volumes, a $46 million reduction in spedirges, and the absence of a 2004 purchase acgpunti
adjustment of $20 million in 2005.

Three Months Ended March 31, 2005 Compared witked@ihMonths Ended March 31, 2004

Net sales for Ticona increased by 5% to $239 mmiliompared to the same period last year due tadala
currency effects and slightly higher volumes. Voasincreased for most product lines due to theesstol
introduction of new applications, which outweighdstlines in polyacetal volumes
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resulting from our focus on high-end business aatehsed sales to European automotive customeesalDv
pricing remained flat over the same periods asessfally implemented price increases were offsdbbser
average pricing for certain products due to theroencialization of lower cost grades for new applarzs.

Earnings from continuing operations before tax emgority interests increased 13% to $51 milliorttees
result of restructuring cost savings, the favora&tects of a planned maintenance turnaround aghtki higher
volumes. These increases were partially offsetiglgdr raw material and energy costs.

Acetate Products

Successor Predecessor
Nine Months Nine Months Three Months  Three Months
Ended Ended Ended Ended
December 31, December 31, Nine Months March 31, March 31,
in $ millions (except for percentage 2005 2004 Change in $ 2005 2004
(unaudited) (unaudited)
Net sales 494 441 53 165 147
Net sales varianc
Volume 7% 9%
Price 5% 3%
Currency — —
Other — —
Operating profit (loss 57 (%)) 74 10 4
Operating margii 11.5% B.9% 6.1% 2. 7%
Special (charges) gail (8) (42) 33 2 —
Earnings from continuing operation:
before tax and minority interes 61 a3 74 10 4
Depreciation and amortizatic 20 30 (20 9 11

Nine Months Ended December 31, 2005 Compared viith Months Ended December 31, 2(

Acetate Products’ net sales for the nine monthee@mecember 31, 2005 increased 12% to $494 million
compared to the same period in 2004. The improvéimetue to a 5% increase in pricing and a 7% msedn
overall volumes. Higher flake volumes from increisales to our recently expanded China tow ventueze
partially offset by lower tow volumes due to theistown of our Edmonton, Canada tow plant. Pricedases
partially offset higher raw material and energytsos



For the nine months ended December 31, 2005, tketafecProducts’ segment recorded special charges of
$8 million compared to $41 million in the same pdrin 2004. Special (charges) gains in 2005 primaeiated
to a change in the environmental remediation siyatelated to the closure of the Edmonton methptaoit,
while special (charges) gains in the same perid@DD¥ primarily represented asset impairments &ssotwith
the planned consolidation of tow and flake prodarcti

Operating profit increased to $57 million in the@imonths ended December 31, 2005 compared to an
operating loss of $17 million in the same perio@@®4. The increase is largely due to the decrieeseecial
(charges) gains described above and a $23 milkim @n the sale of the Rock Hill, S.C. plant anel @harlotte,
N.C. research and development center. In additiepreciation and amortization expense decreasethply
resulting from a lower depreciable assets basdapeevious asset impairments and an $8 milliorrgénéor
asset retirement obligations recorded in 2004 #stutwith the restructuring of the business. Highrécing anc
savings from restructuring and productivity imprments more than offset increased raw material arcog
costs, as well as temporarily higher manufactudosts resulting from a realignment of inventoryelsvas part
of the restructuring strategy.

Earnings from continuing operations before tax emgiority interests increased to $61 million for thiae
months ended December 31, 2005 compared to a $li@mhdss from continuing operations in the saneeiqd
in 2004. This increase is primarily due to the @ase in operating profit which included $33 milliarlower
special charges and the $23 million gain on digfmosdf assets.
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Three Months Ended March 31, 2005 Compared witked@ihMonths Ended March 31, 2004

Net sales for Acetate Products increased by 12$4&& million compared to the same quarter last pear
higher volumes and pricing. Flake volumes increaieslto higher sales to our recently expanded Cloiwva
ventures. Pricing increased to partially offsetigigraw material and energy costs.

Earnings from continuing operations before tax mmgority interests more than doubled from $4 miilio
first quarter last year to $10 million this yeaedo increased volumes, pricing and productivitpiavements,
which more than offset higher raw material and gpeosts. Earnings also benefited from $2 milliorower
depreciation and amortization expense largelyr@salt of previous restructuring impairments, whichs partly
offset by $3 million of expense for an asset ratieat obligation.

Performance Products

Successor Predecessor
Nine Months Nine Months Three Months Three Months
Ended Ended Ended Ended
December 31, December 31, Nine Months March 31, March 31,
in $ millions (except for percentage 2005 2004 Change in $ 2005 2004
(unaudited) (unaudited)
Net sales 13< 131 2 47 44
Net sales varianc
Volume 6% 9%
Price (4)% (7%
Currency — 5%
Other — —
Operating profit 38 18 20 13 11
Operating margii 28.6% 13.7% 27. % 25.(%
Special (charges) gail — — — — —
Earnings from continuing operation:
before tax and minority interes 34 15 19 12 11

Depreciation and amortizatic 10 10 — 3 2



Nine Months Ended December 31, 2005 Compared viith Months Ended December 31, 2(

Net sales for the Performance Products segmergdned 2% to $133 million compared to $131 million i
the same period in 2004. The increase is primdirily to higher volumes for the Surf@gweetener partially
offset by lower pricing. The increased volumesSanett reflects continuous growth from new andteds
applications mainly in the U.S. and European beyeiand confectionary markets. Pricing for Sunettided on
lower unit selling prices associated with highelunaoes to major customers which is consistent with o
positioning strategy for the product. The pricirexrkase for Sunett was also driven by the expiratia
primary European and U.S. production patent forefuat the end of March 2005. Pricing for Sorbateseased
in 2005, although worldwide overcapacity still paded in the industry.

Operating profit increased 111% from the same pari004. The increase is driven by improved besi
conditions for Sorbates, as well as the resultsadbus ongoing cost savings initiatives. In addfifi2005
included a $3 million gain on the sale of the om8daHA business as part of management'’s strateghaopen
its focus on the core sweetener and food protetiimmesses. 2004 included a $12 million chargm$b of
sales for a non-cash inventory-related purchaseusmting adjustment.

Earnings from continuing operations before tax emigority interests increased 127% primarily du¢hie
increase in operating profit, which principally uéed from the absence of the purchase accountiagge in
2005 and the gain on the sale of the omega-3 DHsinless.
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Three Months Ended March 31, 2005 Compared witked@ihMonths Ended March 31, 2004

Net sales for the Performance Products segmerdgdsed by 7% to $47 million compared to the same
period last year mainly on higher volumes, whictrenthan offset lower pricing. Favorable currencyemoents
also contributed to the sales increase. Highermehifor Sunett sweetener reflected strong grovetim inew anc
existing applications in the U.S. and European taye and confectionary markets. Pricing for Sudetiined
on lower unit selling prices associated with high&lumes to major customers. The pricing decreas8dinett
was also driven by the expiration of a primary Fagan and U.S. production patent for Sunett at iigleoé
March 2005. Pricing for sorbates continued to recpalthough worldwide overcapacity still prevailadhe
industry.

Earnings from continuing operations before tax amabority interests increased to $12 million fromil$1
million in the same quarter last year. Strong vadsrfor Sunett, as well as favorable currency movesnand
cost savings outpaced lower pricing for the swesten

Other Activities

Other Activities primarily consists of corporatenter costs, including financing and administrative
activities, and certain other operating entities|uding the captive insurance companies and th@lastics
business. AT Plastics is a business acquired inexion with the acquisition of Acetex in July 2005

Nine Months Ended December 31, 2005 Compared viith Months Ended December 31, 2(

Net sales for Other Activities increased to $13Riom from $45 million in the same period in 200khe
increase is primarily due to the addition of $11ifliam in net sales from the AT Plastics busineskich was
partially offset by $13 million in lower third pgrtevenues from the captive insurance companies$andillion
related to the divestitures of the performance pelypolybenzamidazole and vectran polymer fibeirtasses
in the second quarter of 2005.

The operating loss of Other Activities decreaseflltd7 million for the nine months ended December 31
2005 compared to $165 million for the same penp@d04. This decrease was primarily due to theratzsef
$38 million in management incentive compensatiopesses, which were recorded in 2004, and lower IPO
related consulting and professional fees. The mamegt incentive compensation expenses includedebar
related to a new deferred compensation plan, asteek incentive plan and other executive bonusks. T
decrease is partially offset by operating lossesifAT Plastics of $15 million in 2005.



Loss from continuing operations before tax and mifpanterests improved to a loss of $273 millioorh a
loss of $473 million in the same period in 2004e Tiecrease is primarily due to the decrease iratipgrlosses
discussed above and a decrease in interest expe$88 million. The decrease in interest expenskiesto
expensing deferred financing costs of $89 milliod a prepayment premium of $21 million associatéH the
refinancing of the mandatorily redeemable prefestedk in 2004. The decrease was partially offyed B21
million increase in interest expense due to higledat levels and interest rates in 2005.

Three Months Ended March 31, 2005 Compared witked@ihonths Ended March 31, 2004

Net sales for Other Activities increased slighthy$tL2 million from $11 million in the same quartest
year. Loss from continuing operations before tack mmnority interests increased to $253 million franoss o
$57 million in the same period last year, largalg do $169 million of higher interest expense ezlab
refinancing costs, increased debt levels, and higierest rates in 2005. The loss includes $4%anibf
expenses for sponsor monitoring and related cat®ll fees compared to special charges of $25anilh the
same period in 2004 for advisory services relabetié acquisition of CAG.

74

Selected Data by Business Segmeniine Months Ended December 31, 2004 Compared withitke Months
Ended December 31, 2003 and Three Months Ended Mdr@&1, 2004 Compared with Three Months Ende

March 31, 2003

Net Sales

Chemical Product
Technical Polymers Ticor
Acetate Product
Performance Produc
Segment Tote

Other Activities
Inter-segment Elimination
Total Net Sale:

Special (Charges) Gain:
Chemical Product
Technical Polymers Ticor
Acetate Product
Performance Produc
Segment Tote

Other Activities

Total Special (Charges) Gai

Operating Profit (Loss)
Chemical Product
Technical Polymers Ticor

Acetate Product

Successor Predecessor
Nine Months Nine Months Three Months
Ended Ended Three Months Ended Ended
December 31, December 31, March 31, March 31,
2004 2003 2004 2003
(unaudited) (unaudited)
(in $ millions)
2,57% 2,29¢ 81¢ 767
63€ 56€ 227 19€
441 39t 147 142
131 12€ 44 41
3,781 3,387 1,23¢ 1,14¢€
45 38 11 11
(89 @ (29 (20
3,74¢ 3,34¢ 1,21¢ 1,137
(©) 2 (€ @
37 87 (@) —
(41 = = =
— (95) — —
(81 (6) @ @
1) 2 (26) —
(82 Q) (28 1)
24¢ 86 65 52
(12) 102 31 19
(&) (13) 4 2



Performance Produc 18 (56) 11 12

Segment Tote 237 12C 111 85
Other Activities (165) (99) (64) (13)
Total Operating Profi 72 22 47 72

Earnings (Loss) from Continuing Operations
Before Tax and Minority Interests

Chemical Product 26E g 64 60
Technical Polymers Ticor 26 14C 45 27
Acetate Product 13 9) 4 2
Performance Produc 15 (56) 11 12
Segment Tote 292 19C 124 101
Other Activities (479 (10€) (57) (13
Total Earnings (Loss) from Continuing Operations

Before Tax and Minority Interes (180) 84 67 88

75

Selected Data by Business Segmeniine Months Ended December 31, 2004 Compared withitke Months
Ended December 31, 2003 and Three Months Ended Mdr@&1, 2004 Compared with Three Months Ende
March 31, 2003

Successor Predecessor
Nine Months Nine Months Three Months Three Months
Ended Ended Ended Ended
December 31, December 31, March 31, March 31,
2004 2003 2004 2003
(unaudited) (unaudited)

(in $ millions)

Stock Appreciation Rights

Chemical Product — (18) — 4
Technical Polymers Ticor Q) (18) — 5
Acetate Product — (6) — 2
Performance Produc _ D _ _
Segment Tote (1) (43) — 11
Other Activities _ (34) _ 7
Total Stock Appreciation Righ 1) (77 — 18
Depreciation & Amortization

Chemical Product 89 11¢ 39 38
Technical Polymers Ticor 48 42 16 15
Acetate Product 3C 48 11 13
Performance Produc 10 5 2 2
Segment Tote 177 214 68 68
Other Activities 4 5 2 %
Total Depreciation & Amortizatio 181 21¢ 70 70

Factors Affecting Nine Months Ended December 31, 28 Segment Sales Compared to Nine Months End



December 31, 2003

in percentage Volume Price Currency Other Total
Chemical Product 4 10 (6) 12
Technical Polymers Ticor 11 4 5 — 12
Acetate Product 11 1 — — 12
Performance Produc 14 (16) 4 — 2

Factors Affecting Three Months Ended March 31, 2006egment Sales Compared to Three Months Ended

March 31, 2003

in percentage Volume Price Currency Other Total

Chemical Product 5 2 5 5) 7

Technical Polymers Ticor 13 (5) 8 — 16

Acetate Product — — —

Performance Produc 7 (15) 15 — 7
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Summary by Business Segment—Nine Months Ended Decbar 31, 2004 Compared with Nine Months
Ended December 31, 2003 and Three Months Ended Mdr@&1, 2004 Compared with Three Months Ende

March 31, 2003

Chemical Products

Successol Predecesso
Nine Months Nine Months Three Months ~ Three Months
Ended Ended Ended Ended
December 31, December 31, Nine Months March 31, March 31,
in $ millions (except for percentage 2004 2003 Change in $ 2004 2003
(unaudited) (unaudited)
Net sales 2,57: 2,29¢ 27¢ 81¢ 767
Net sales varianci
Volume 4% 5%
Price 10% 2%
Currency 4% 5%
Other (6)% (5)%
Operating profit 24¢ 86 162 65 52
Operating margil 9.€% 3.7% 7.€% 6.8%
Special (charges) gai 3 2 (5) Q) Q)
Earnings from continuing operatic
before tax and minority interes 26& 11E 15C 64 60
Depreciation and amortizatic 89 11¢ (30 39 38



Nine Months Ended December 31, 2004 Compared viith Months Ended December 31, 2(

Chemical Products’ net sales increased by 12% ®782million for the nine months ended December 31,
2004 from the comparable period last year as higaking prices (+10%), increased volumes (+4%) and
favorable currency movements (+4%) were partiaffged by changes in the composition of the segr(9b).

Pricing increased for most products, particulaityylzacetate monomer, acetic acid, and acety| dévig
products, driven by high industry utilization andtrer costs for raw materials. Volumes also inczdas
particularly for vinyl acetate monomer, polyvinytahol and emulsions due to strong overall demand.

The changes in the composition of the segmenttrésah the transfer of the European oxo business to
venture in the fourth quarter of 2003 (-2%) andharme in the structure of the business under wtectain
acrylates products, which were formerly sold ifte merchant market, are now being sold under aant
manufacturing agreemen#s). Only the margin realized under such contramufacturing arrangement is n
reported in net sales.

Operating profit increased to $248 million for thiee months ended December 31, 2004 from $86 millio
in the same period last year. Higher pricing, higl®dumes, as well as favorable currency effecexenpartially
offset by increased raw material and energy c@yerating profit was also favorably impacted by éowtock
appreciation rights expense of $18 million andahsence of a $5 million loss from the Europeantminess,
as well as a decrease in depreciation and amaetizaxpense of $30 million, largely as a resulpofchase
accounting adjustments. Operating profit in theemmonths ended December 31, 2004 included a $liomil
non-cash charge for the manufacturing profit addedventory under purchase accounting which wasgdd
to cost of sales as the inventory was sold.

Earnings from continuing operations before tax mmgority interests increased to $265 million conguhr
to $115 million for the nine months ended Decen81er2003 as a result of higher operating profitalhi
included one time adjustments such as the signifidacline in stock appreciation rights expensethad
absence of purchase accounting adjustments in Jb08was partially offset by lower dividend incorinem
cost investments and lower equity in net earnirfgeffdiates due to restructuring charges in thedpean oxo
venture.
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Three Months Ended March 31, 2004 Compared witked@ihMonths Ended March 31, 2003

Chemical Products’ net sales increased by 7% t8 $8llion in the three months ended March 31, 2004
from the comparable period last year as increaskdnes (+5%), favorable currency movements (+5%) an
higher selling prices (+2%) were partially offsgtthe effects of the transfer of the European axsirkess into a
venture (-4%) as well as a change in the struaifitee business under which certain acrylates prsguwhich
were formerly sold into the merchant market, are being sold under a contract manufacturing agregifie
1%). Only the margin realized under such contraamufiacturing arrangement is now reported in netssal

Volumes and pricing for most acetyl products, pgattrly vinyl acetate monomer, increased in most
regions, due to a temporary competitor outage &modger overall demand.

Operating profit increased to $65 million in theeth months ended March 31, 2004 from $52 milliothi
same period last year. Higher volumes and selliftgep, as well as favorable currency effects, vpamtially
offset by increased raw material costs and spenalisgciated with productivity initiatives, incredsmergy
costs, the transfer of the European oxo busineskthe absence of income from stock appreciatgintsiof $4
million.

Earnings from continuing operations before tax amabority interests increased to $64 million compbie
$60 million in the three months ended March 31,20fimarily due to a higher operating profit padiiiaffset
by lower dividend income from cost investments andshare of the loss generated by our European oxo
venture.

Technical Polymers Ticona

Successor Predecessor




Nine Months Nine Months Three Months  Three Months

Ended Ended Ended Ended
December 31, December 31, Nine Months March 31, March 31,
in $ millions (except for percentage 2004 2003 Change in $ 2004 2003
(unaudited) (unaudited)
Net sales 63€ 56€ 70 227 19¢€
Net sales varianct
Volume 11% 13%
Price (4% (5)%
Currency 5% 8%
Operating profit (loss 12 10z (11%) 31 19
Operating margil (1.9% 18.2% 13.7% 9.7%

Special (charges) gain
Insurance recoveries associate
with plumbing case 1 107 (10€) — _

Restructuring, impairment and
other special (charges) gains

net (38) (20 (18) (1) —
Earnings from continuing operatic

before tax and minority interes 26 14C (119 45 27

Depreciation and amortizatic 48 42 6 16 15

Nine Months Ended December 31, 2004 Compared viith Months Ended December 31, 2(

Net sales for Ticona increased by 12% to $636 onilfor the nine months ended December 31, 2004
compared to the same period last year. Strong winereases (+11%) and favorable currency effed%o]
were partly offset by a decline in pricing (-4%).

Volumes grew in all product lines, particularlydare products. Polyacetal volumes grew on strosgkes
in the automotive and medical industries in Northekica while European sales benefited from gredgarand
for uses in consumer products and the commerciaizaf new applications. Volumes for Vectra liquig/stal
polymers rose in North America and Europe due @ cemmercial applications, such as household gomuts,
stronger sales to the electrical/electronics ingu&UR ultra high
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molecular weight polyethylene grew as a resulhoféased sales for new specialty applications andger
sales to Asia. Overall pricing declined due to @enin product mix and ongoing competitive preséuna
Asian exports of polyacetal into North America dndope.

Ticona recorded special charges of $37 milliontfier nine months ended December 31, 2004 compared to
income from special charges of $87 million for zene period last year. The special charges in 26®#ainly
related to a $32 million non-cash impairment chagwsociated with a plan to dispose of the COC lessin
Income from special charges in 2003 consistedsafrence recoveries related to the plumbing cas$s@f
million, which were partially offset by $20 millioim organizational redesign costs.

Operating profit decreased to a loss of $12 milfemthe nine months ended December 31, 2004 from a
operating profit of $103 million for the same petiast year principally due to the impact of chanimespecial
charges mentioned above. Results for the nine rsattled December 31, 2004 benefited from highemves,
lower stock appreciation rights expense of $17iamland productivity improvements. These factorsengartly
offset by higher raw material and energy costs.ré@peg profit in the nine months ended December2804
included a $20 million non-cash charge for the nfiacturing profit added to inventory under purchase
accounting, which was charged to cost of salek@mventory was sold.

Earnings from continuing operations before tax amdority interests decreased to $26 million for iee
months ended December 31, 2004 from $140 millierife same period in 2003. This decrease resulted
primarily from the changes in operating profit dader interest income related to insurance recegemvhich



was partly offset by improved equity earnings frAsian and U.S. affiliates due to increased saldésmes

Three Months Ended March 31, 2004 Compared witked@ihonths Ended March 31, 2003

Net sales for Ticona increased by 16% to $227 onilfor the three months ended March 31, 2004
compared to the same period last year as highemes (+13%) and favorable currency movements (+88s)
partially offset by lower selling prices (-5%).

Volumes increased in most business lines, partiguila polyacetal and Vectra liquid crystal polyraer
Polyacetal volumes grew in North America and Europesales to new end uses and higher sales todith N
American automotive market. Volumes for Vectra rdae to new commercial applications in North Amaric
and Europe and stronger sales to the electricaffel@ics industry. Pricing declined as lower pripedducts
constituted a higher percentage of sales and catmpgiressure continued from Asian imports of @algtal intc
North America.

Operating profit increased to $31 million versu9 $illion in the same period last year due to highe
volumes, lower average production costs for Vecwdyuced spending partly resulting from the closifréne
Telford, UK production facility in 2003 and favolatcurrency movements. These increases were adiédet
by lower pricing as well as the absence of $5 oiillof income from stock appreciation rights.

Earnings from continuing operations before tax mmmgiority interests increased to $45 million compkie
$27 million in the same period in 2003. This ingeaesulted from the higher operating profit andriowed
equity earnings from our Polyplastics and Fortnotulstries affiliates due to increased sales volumes
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Acetate Products
Successo Predecessol
Nine Months Nine Months Three Months  Three Months
Ended Ended December Ended Ended
December 31, 31, Nine Months March 31, March 31,
in $ millions (except for percentage 2004 2003 Change in $ 2004 2003
(unaudited) (unaudited)
Net sales 441 39t 46 147 14z
Net sales varianci
Volume 11% 4%
Price 1% 0%
Operating profit (loss a7 (13 4 4 2
Operating margil (3.9% (3.9% 2.7% 1.4%
Special (charges) gai (42) — (42) — —
Earnings (loss) from continuing
operations before tax and
minority interests a3 9 4 4 2
Depreciation and amortizatic 30 48 (18) 11 13

Nine Months Ended December 31, 2004 Compared viitt Months Ended December 31, 2(

Acetate Productsiet sales for the nine months ended December 34, id@reased by 12% to $441 milli
compared to the same period last year due to higllemes (+11%) and prices (+1%). Volumes grew igindr
tow demand in Asia.

Operating loss increased to a loss of $17 millothe nine months ended December 31, 2004 fromsad
$13 million in the same period last year reflectapgcial charges of $41 million for non-cash assptirments
associated with the planned consolidation of toedpction, as well as higher raw material costs.s€he
decreases were partly offset by lower depreciaimhamortization expense of $18 million, largehaassult of



purchase accounting adjustments, and a lower depte@sset base, as well as from productivity gain
Operating loss in the nine months ended Decemhe2@®¥ included a $4 million non-cash charge fer th
manufacturing profit added to inventory under pasgaccounting, which was charged to cost of salélse

inventory was sold.

Three Months Ended March 31, 2004 Compared witked@ ihonths Ended March 31, 2003

Acetate Products’ net sales in the first three m®einded March 31, 2004 increased by 4% to $14mil
compared to the same period in 2003 primarily dugigher volumes (+4%). Average pricing remained
unchanged. Volumes grew on higher sales of tovtiquéerly in China.

Operating profit and earnings from continuing ofieres before tax and minority interests rose tarion
compared to $2 million in the same period last yeahigher volumes of tow as well as productiviairs.
These increases more than offset higher raw materss.
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Performance Products
Successor Predecessor
Nine Months Nine Months Three Months Three Months
Ended Ended Ended Ended
in $ millions (except for December 31, December 31, Nine Months March 31, March 31,
percentages 2004 2003 Change in $ 2004 2003
(unaudited) (unaudited)

Net sales 131 12¢ 3 44 41
Net sales varianci

Volume 14% 7%

Price (16)% (15)%

Currency 4% 15%
Operating profit (loss 18 (56) 74 11 12
Operating margil 13.7% (43.9% 25.(% 29.2%
Special (charges) gain

Sorbates antitrust matte — (95) 95 — —
Earnings (loss) from

continuing operations

before tax and minority

interests 15 (56) 71 11 12
Depreciation and

amortizatior 10 5 5 2 2

Nine Months Ended December 31, 2004 Compared viith Months Ended December 31, 2(

Net sales for the Performance Products segmenthvduinsists of the Nutrinova food ingredients and
Sorbates businesses, increased by 2% to $131 maimpared to the same period last year as inaease
volumes (+14%) and favorable currency effects (+4#je principally offset by price decreases (-16%).

Increased volumes for Sunett sweetener reflectedgigrowth from new and existing applicationsha t
U.S. and European beverage and confectionary nsaiRensistent with our strategy, pricing for Sumleitlined
on lower unit selling prices associated with high@iumes to major customers and the anticipatedrabiqgn of
the primary European and U.S. production patentisea¢nd of March 2005. Pricing for sorbates, whiad bee
under pressure from Asian producers, began tolig@palthough worldwide overcapacity still prewallin the
industry.

Operating profit increased to $18 million compatedbss of $56 million in the same period last year



which included special (charges) gains of $95 millielated to antitrust matters in the sorbategstrg.
Operating profit in the nine months ended Decen3tie2004 included a $12 million non-cash chargelHer
manufacturing profit added to inventory under pasgaccounting, which was charged to cost of salélse
inventory was sold, and higher depreciation andréimaion expense of $5 million largely as a residlt
purchase accounting adjustments.

Three Months Ended March 31, 2004 Compared witked@ ihonths Ended March 31, 2003

Net sales for the Performance Products segmerganed by 7% to $44 million primarily due to incieds
volumes (+7%).

Pricing for Sunett sweetener declined on lower selling prices associated with higher volumes &om
customers, an overall price decline in the higbrisity sweetener market, and the anticipated etiquiraf the
European and U.S. production patents at the eibhoth 2005. Increased Sunett volumes reflectechgtro
growth from new and existing applications in th&land European beverage and confectionary matkets.
sorbates, pricing and volume pressure from Asiaaycers continued due to worldwide overcapacity.
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Operating profit and earnings from continuing ofierss before tax and minority interests decline@1d
million compared to $12 million in the same perlast year, primarily due to lower pricing. Higheusrtett
volumes and currency movements partly offset theidide.

Other Activities

Other Activities primarily consists of corporatenter costs, including financing and certain adntiats/e
activities, and certain other operating entities|uding the captive insurance companies.

Nine Months Ended December 31, 2004 Compared viith Months Ended December 31, 2(

Net sales for Other Activities increased by 18946 million for the nine months ended December 31,
2004 compared to the same period last year. This@se primarily reflects higher third party revesiby the
captive insurance companies.

The operating loss of Other Activities increase165 million for the nine months ended December 31
2004 compared to $98 million for the same periatl y@ar. This increase was primarily due to $38ionilin
new management incentive compensation expenseshvidludes charges related to a new a deferred
compensation plan, a new stock incentive plan d@herexecutive bonuses, as well as higher congudiim
professional fees, which includes the advisor nooimg fees of $10 million. The operating loss foe hine
months ended December 31, 2003 included incomdtiresérom the reversal of environmental reserve$12
million, which was offset by expense associatedhwtock appreciation rights of $34 million.

Loss from continuing operations before tax and mipanterests increased to $473 million from aslas
$106 million for the same period last year. Thiswagely due to $259 million of higher interesperse due to
increased debt levels, an $89 million charge ferr#financing of debt, a higher operating loss tairdabsence
income from the demutualization of an insurancevigier of $18 million.

Three Months Ended March 31, 2004 Compared witked@ihonths Ended March 31, 2003

Net sales for Other Activities remained flat at $aillion for the three months ended March 31, 2004
compared to the same period last year.

The operating loss of Other Activities increase®@d million for the three months ended March 302
compared to $13 million for the same period lastry&his increase was primarily due to special gbsiof $26
million mainly related to advisory services asstatlawith the acquisition of CAG. Also contributitgthis
decline was the absence of income from stock agires rights of $7 million.

Summary of Consolidated Results—Nine Months Ended &ember 31, 2005 Compared with Nine Months
Ended December 31, 2004

Net Sales

Net sales increased 23% to $4,592 million in theemonths ended December 31, 2005 compared to the



same period in 2004. The improvement is primarilg ¢b an 11% increase in net sales from the Vinamul
and Acetex acquisitions and 11% higher pricing,ntyain the Chemical Products segment. Net sales fro
Vinamul and Acetex (including AT Plastics) were eppmately $280 million and approximately $247 oifl,
respectively. These increases are partially ofiget 1% decline in volumes primarily from the Cheahi
Products’ acetyl derivatives business line anddim®in Ticona’s polyacetal volumes, partially s#f by
improved volumes from Acetate Products and Perfaned@roducts. For Chemical Products, this is piignar
due to weaker European market conditions. The medtir Ticona is due to a weak European automatisieket
and reduced sales to lower-end applications. Aedtedducts volumes improved 7% due to higher fkdes to
our recently expanded China tow ventures, whictevpartially offset by lower tow volumes due to the
shutdown of the Canadian tow plant. Volumes fromfd®mance Products improved primarily for the Stinet
sweetener and sorbates due to continued growthriemnand existing applications mainly in the U.&d a
European beverage and confectionary markets.
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Cost of Sales

Cost of sales increased by $641 million to $3,6@Han for the nine months ended December 31, 2005
versus the same period in 2004. The increasernspity due to including $254 million and $225 nwli cost of
sales from Vinamul and Acetex (including AT Plas}iaespectively. The increase is also due to highe
material and energy costs, mainly from naturalayas ethylene. Cost of sales was favorably impdoyea $36
million settlement of transportation-related amistrmatters in December 2005 and $42 million indononeast
inventory-related purchase accounting adjustmé#s percentage of net sales, cost of sales w88%67i@. 2005
compared to 80.8% in 2004. Excluding the $36 milsettlement and purchase accounting adjustmesgspt
sales would have been 80.4% in 2005 compared #8«th 2004. The increase is primarily due to higtaev
material and energy costs.

Selling, General and Administrative Expenses

Selling, general and administrative expenses deete$94 million to $403 million in the nine months
ended December 31 2005 compared to the same perd@®4. This decrease is due to ongoing cost gavin
initiatives, organizational redesign of the Ticaral Acetate Products segments, and decreaseslndedit an
general expenses associated with the acquisiti@A® and the IPO. In addition, 2004 included apprately
$50 million in new management incentive compensagixpenses, which includes charges for a new deferr
compensation plan, a new stock incentive plan d@herexecutive bonuses. These decreases are Iyavifakt
by the addition of costs associated with Vinamu Acetex of $23 million and $22 million, respectivevhich
included integration costs incurred in connectiathvthe acquisitions.

Special (Charges) Gains

Special (charges) gains include provisions foruestiring and other expenses and income incurrésidsi
the normal ongoing course of operations. Restrirgjysrovisions represent costs related to severandether
benefit programs related to major activities uralezh to fundamentally redesign the business opasatas we
as costs incurred in connection with decisionsdbren-strategic businesses. These measures sed ba
formal management decisions, establishment of aggats with employees’ representatives or individual
agreements with affected employees, as well apublic announcement of the restructuring plan. fetated
reserves reflect certain estimates, including tipes&ining to separation costs, settlements ofractual
obligations and other closure costs. We reassesg#ierve requirements to complete each indivipiaal under
existing restructuring programs at the end of eaplorting period. Actual experience may be difféfeom
these estimates.

The components of special (charges) gains for itme months ended December 31, 2005 and 2004 were as
follows:

Successor Successor
Nine Months Ended Nine Months Ended
December 31, 2005 December 31, 2004

(unaudited)

(in $ millions)




Employee termination benefi (25) (8

Plant/office closure @) (45)
Restructuring adjustmen — 3

Total Restructuring (32 (50
Environmental related plant closul (12 —
Plumbing action: 34 1
Asset impairment (25) (32
Other — (1)

Total Special (Charges) Gai (35) (82

Special charges decreased to $35 million compar&82 million for the same period last year. Theeni
months ended December 31, 2005 primarily relatebénges for a change in the environmental
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remediation strategy related to the closure oBimonton methanol plant, severance associatedthidtbame
closure, severance related to the relocation gfarate offices and asset impairments associatddthgt planne
disposal of the COC business of $12 million, $8iomil $10 million and $25 million, respectively. &udition,
2005 includes $34 million associated with plumbimsurance recoveries. Special charges for themiorgths
ended December 31, 2004 of $82 million were largelgted to restructing charges of $43 million Hsg from
plans by the Acetate Products segment to conseltdat production at fewer sites and to discontipraeluction
of acetate filament and $32 million related to aisien to dispose of the Ticona COC business.

Operating Profit

Operating profit increased to $405 million in tHeexmonths ended December 31, 2005 compared to $72
million in the same period in 2004, principallywdn by higher pricing and productivity improvemergsulting
in a $207 million increase in the gross profit niar§94 million of lower selling, general and adistrative
expenses and $47 million of lower special charBestially offsetting the increase is an $11 millioas on
disposition of assets compared to a $3 million gagorded in the same period in 2004 and highemnaterial
and energy costs, mainly for ethylene and natuaalig 2005. Included in 2005 is a $23 million gamthe
disposition of two Acetate Products properties3arilion gain on the sale of Performance Productsega-3
DHA business, offset by a $35 million loss on tlepdsal of Ticona’s COC business and $2 milliowthier
losses. For the nine months ended December 31, X@@mul and Acetex (including AT Plastics), had
operating losses of $15 million and $4 million,pestively, primarily related to integration cogtsconnection
with the acquisitions and inventory purchase actingradjustments for Acetex.

Equity in Net Earnings of Affiliates

Equity in net earnings of affiliates increased A $nillion to $46 million for the nine months ended
December 31, 2005. The increase is primarily duestructuring charges in our European oxo ventug904.
During the nine months ended December 31, 2005ee&ved cash distributions from our equity affiis of
$29 million compared to $22 million in the sameiperin 2004.

Interest Expense

Interest expense decreased $89 million to $211amifbr the nine months ended December 31, 2005
compared to $300 million in the same period in 200# decrease in interest expense is due to eixgens
deferred financing costs of $89 million and a psepant premium of $21 million associated with thirmancing
of the mandatorily redeemable preferred stock itM20 he decrease was partially offset by a $2lianill
increase in interest expense due to higher debtdand interest rates in 2005.

Other Income (Expense), Net

Other income (expense), net increased to incon$&®fmillion for the nine months ended December 31,
2005, compared to expense of $12 million for thegarable period last year. This increase is lardalyto $42
million in higher dividend income in 2005 primarilsom our Saudi cost investment due to higher matha
pricing. In addition, $36 million of the increaserelated to favorable exchange rate movement$andnillion
is due to favorable changes in cross currency swhmtions in 2005.



Income Taxes

Income taxes for the year ended December 31, 20@%h& nine months ended December 31, 2004 are
recorded based on the annual effective tax ratethiéoyear ending December 31, 2005, the annuattafe tax
rate is 16%, which is less than the combinatiotheffederal statutory rate and blended state indemeates in
the U.S. The annual effective tax rate for 200tent$ earnings in low tax jurisdictions, a valuatailowance on
the tax benefit associated with U.S. and otherdartosses (which includes expenses associatedtingtearly
redemption of debt), tax expense in certain non-jlussdictions and reversal of a $31 million vaioa
allowance on certain German deferred tax assetsaply net of
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operating loss carryforwards, principally as a leslia tax sharing agreement. For the nine moattded
December 31, 2005, we recorded tax expense of $i@rmFor the nine months ended December 31, 2064
recorded tax expense of $70 million and the effectax rate was negative 39%. The effective tax im2004
was unfavorably affected primarily by the applioatof full valuation allowances against post-Acdios net
U.S. deferred tax assets, Canadian deferred taxsadise to post-acquisition restructuring, cer@émman
deferred tax assets and the non-recognition dbégnefits associated with acquisition related expenshese
unfavorable effects were partially offset by untejpéed low taxed earnings primarily in Singapore.

Earnings (Loss) from Discontinued Operations

In October 2004, we announced plans to implemeairiagegic restructuring of our acetate business to
increase efficiency, reduce overcapacity in ceréa@as and to focus on products and markets theidar long-
term value. As part of this restructuring we coitaied our acetate flake and tow operations aetlueations,
instead of five and in the fourth quarter of 20@%, discontinued Acetate Products’ filament opereticAs a
result, the assets, liabilities, revenues and esgerelated to the filament business line areatefttas a
component of discontinued operations in the codatdid financial statements in accordance with SRAS144
Accounting for the Impairment or Disposal of L-Lived Assets

For details regarding the discontinued operatidr@hemical Products and Ticona, see the discussion
“Summary of Consolidated Results—Nine Months En@etember 31, 2004 Compared with Nine Months
Ended December 31, 2003” under the “Earnings )dsom Discontinued Operations” caption.

Net Sales Operating Profit (Loss)
Successor Successor Successor Successor
Nine Months Nine Months Nine Months Nine Months
Ended Ended Ended Ended
December 31, 200 December 31, 200 December 31, 200 December 31, 200
(unaudited) (unaudited)

(in $ millions)

Discontinued operations of Chemical

Products — 1 — —
Discontinued operations of Technial

Polymers Ticoni — 1 — —
Discontinued operations of Acetate

Products 12 82 1) 5
Total discontinued operatiol 12 84 (1) 5

Net Earnings (Loss)

As a result of the factors mentioned above, oueaetings was $287 million in the nine months ended
December 31, 2005, compared to a net loss of $2Hi8min the same period in 2004.
Summary of Consolidated Results—Three Months Endetarch 31, 2005 Compared with Three Months
Ended March 31, 2004

Net Sales



Net sales rose 21% to $1,478 million in the finsader compared to the same period last year pifyrar
higher pricing of 15%, mainly in the Chemical Protusegment. Favorable currency movements, higher
volumes, and a composition change in the Chemigall®ts segment each increased net sales by 2%.

The segment composition changes consisted of téisition of Vinamul in February 2005, which was
partly offset by the effects of a contract manufacig arrangement under which certain acrylatesyets are
now being sold. Only the margin realized underdbetract manufacturing arrangement is includedeinsales.
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Cost of Sales

Cost of sales increased by $123 million to $1,1@06an for the three months ended March 31, 200&us
the same period in 2004. As a percentage of nes sebst of sales was 74.8% in 2005 compared /8
2004, as higher pricing, favorable currency movemiand higher volumes contributed to the improvetrigme
increase is primarily due to including cost of séflem Vinamul and Acetex and higher raw maternal anergy
costs, mainly from natural gas and ethlene.

Selling, General and Administrative Expenses

Selling, general and administrative expense ine@&s $159 million compared to $136 million for the
same period last year. This increase is primarily th expenses for sponsor monitoring serviced 0frfillion,
higher amortization expense of identifiable intdogiassets acquired of $10 million as well as higlosts
primarily related to compliance with Section 404fué Sarbanes-Oxley Act of 2002.

Special (Charges) Gains

The components of special (charges) gains foritreetmonths ended March 31, 2005 and 2004 were as
follows:

Successor Predecessor
Three Months Ended Three Months Ended
March 31, 2005 March 31, 2004

(unaudited)

(in $ millions)

Employee termination benefi 2 2
Plant/office closure (1) _
Total restructuring (©)] 2
Other (35) (26)
Total Special (Charges) Gai (38) (28)

Operating Profit

Operating profit increased to $156 million in theagter compared to $47 million in the same peréas |
year on gross margin expansion of $137 milliorsigaificantly higher pricing, primarily in ChemicBroducts
lower depreciation expense and productivity improgats more than offset higher raw material andgner
costs. Operating profit also benefited from incezsbgolumes in Acetate Products, Performance Predinad
Ticona. Depreciation and amortization expense dedlby $9 million as decreases in depreciationltiegurom
purchase accounting adjustments, more than offsegased amortization expense for acquired intémgisets.

Equity in Net Earnings of Affiliates

Equity in net earnings of affiliates rose by $3lioil to $15 million for the three months ended MaBd,
2005, compared to the same period last year. Gasfbdtions received from equity affiliates incsea to $36
million for the three months ended March 31, 2Q@8npared to $16 million in the same period of 204
increase in cash distributions is mainly due torggrbusiness conditions in 2004 for Ticona's higtiggmance
product ventures and Chemical Products' methamilve and the timing of dividend payments.

Interest Expense



Interest expense increased to $176 million forttinee months ended March 31, 2005 from $6 million i
the same period last year, primarily due to expeo$&102 million including early redemption premisi and
deferred financing costs associated with the reftirag that occurred in the first quarter of 200fghér debt
levels resulting primarily from the acquisition©AG and higher interest rates also increased isitespense.
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Interest Income

For the three months ended March 31, 2005, intérestne increased by $10 million to $15 million
compared to the same period in the prior year, gmilsndue to higher average cash levels.

Other Income (Expense), Net

Other income (expense), net decreased to $3 miiagmcome for the three months ended March 315200
compared to $9 million for the comparable perict {gear. This decrease is primarily due to expeasssciate!
with the anticipated guaranteed payment to CAG nitynshareholders and the ineffective portion ofed
investment hedge. These decreases were partiédigtdfy higher dividends from cost investments.ifiind
income accounted for under the cost method incdelag&8 million to $14 million for the three montesded
March 31, 2005, compared to the same period in 2004 increase in the first quarter of 2005 prityaesultec
from the timing of receipt of dividends.

Income Taxes

Income taxes for the three months ended March @15 2nd 2004, are recorded based on the annual
effective tax rate. As of March 31, 2005, the anmifective tax rate for 2005 was 35%, which waghgly less
than the combination of the statutory rate ancestatome tax rates in the U.S. The estimated areftedtive
tax rate for 2005 reflects earnings in low taxgdictions, a valuation allowance for the tax baressociated
with projected U.S. losses (which includes expemsssciated with the early redemption of debt), tamd
expense in certain non-U.S. jurisdictions. The Bcedsor had an effective tax rate of 24% for theetimonths
ended March 31, 2004, compared to the German stgitrate of 40%, which was primarily affected byréags
in low tax jurisdictions.

Earnings from Discontinued Operations

Earnings from discontinued operations was $10 onilfor the three months ended March 31, 2005
compared to $26 million from the comparable pefaxt year. Included in 2005 were earnings from the
discontinued operation of the Acetate Productsrfdat business line. Acetate filament net saleghi®three
months ended March 31, 2005 was $31 million andaijpey profit was $10 million compared to net sale$25
million and operating profit of $5 million for threame period in 2004. Earnings in 2004 also reftbat§14
million gain and $12 million tax benefit associateith the sale of the acrylates business. The éaefit is
mainly attributable to the utilization of a capitass carryover benefit that had been previoushjesti to a
valuation allowance.

Net Earnings

As a result of the factors mentioned above, natiegs decreased by $88 million to a net loss of $10
million in the three months ended March 31, 20@#npared to the same period last year.
Summary of Consolidated Results—Nine Months Ended &ember 31, 2004 Compared with Nine Months
Ended December 31, 2003

Net Sales

For the nine months ended December 31, 2004, test isecreased by 12% to $3,744 million compared to
the same period in 2003. Volume increases in glnemts, higher pricing in the Chemical Productsrsag and
favorable currency effects resulting mainly frore #tronger euro versus the U.S. dollar were pbriidiset by
lower pricing in the remaining segments and theaf of reductions due to changes in the compasitio
Chemical Products.

Cost of Sales

Cost of sales increased by $166 million to $3,026an for the nine months ended December 31, 2004
versus the comparable period last year. Highemnaterial costs and unfavorable currency
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effects were partially offset by decreases duéhtmges in the composition of our Chemical Prodsetgnent
and cost savings. Cost of sales for the nine magrided December 31, 2004 also included a $53 mitlan-
cash charge for the manufacturing profit addedemntory under purchase accounting which was clai@e
cost of sales as the inventory was sold offseblasel depreciation expense, largely as a resuluafhase
accounting adjustments. Excluding the $53 milliemghase accounting adjustment, cost of sales ascaqtage
of net sales was 79.4% in 2004 compared to 85.42003. The improvement is largely due to highersadgs
and cost savings during 2004.

Selling, General and Administrative Expenses

Selling, general and administrative expense inegay $101 million to $497 million for nine months
ended December 31, 2004 compared to the same pastogear. This increase was primarily due to new
management compensation expense of approximatélynfibon, higher consulting and professional feshjch
includes advisor monitoring fees of $10 million¢ieased amortization expense of identifiable intargssets
acquired, as unfavorable currency movements asasdle absence of a favorable adjustment to ¢iunas of
certain environmental reserves during the nine hahded December 31, 2003 of $12 million, whichewe
partially offset by $69 million of lower stock amgmiation rights expense.

Special (Charges) Gains

The components of special (charges) gains for ite months ended December 31, 2004 and 2003 were as
follows:

Successo! Predecessol
Nine Months Ended Nine Months Ended
December 31, 2004 December 31, 2003

(unaudited)

(in $ millions)

Employee termination benefi (8) a7
Plant/office closure (45) )
Restructuring adjustmen 3 6

Total restructuring (50 (18)
Sorbates antitrust matte — (95)
Plumbing action: 1 107
Asset impairment (32 —
Other (1) 2

Total Special (Charges) Gai (82) (4)

Special charges for the nine months ended Dece&ih@004 of $82 million were largely related to non
cash impairment charges of $41 million and $32iarilfresulting from plans by the Acetate Productgisent to
consolidate tow production at fewer sites and szahtinue production of acetate filament and adi@eito
dispose of the Ticona COC business, respectiv@gcial charges for the nine months ended Decemhet(®3
of $4 million resulted mainly from expenses of $8llion associated with antitrust matters in thebstes
industry and employee termination benefits of $1lfian, which were largely offset by income of $161llion
from insurance recoveries.

Operating Profit

Operating profit for the nine months ended Deceniei2004 increased to $72 million from $22 million
the same period last year. Operating profit beeéfitom increased net sales and $76 million of losvgense
for stock appreciation rights and lower depreciatod amortization expense of $40 million, whictrave
partially offset by increased raw material and ggerosts, higher special charges, new management
compensation expense of $50 million, inventory hase accounting adjustments of $53 million, antidig
professional and consulting fees.
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Equity in Net Earnings of Affiliates

Equity in net earnings of affiliates rose by $11liom to $36 million in the nine months ended Ded&Em
31, 2004 compared to the same period last yeas.imbiease primarily represents improved equitpiegs
from Asian and U.S. affiliates due to increase@sablumes, partially offset by lower earnings tiue
restructuring charges in the European oxo ventash distributions received from equity affiliatesre $22
million in the nine months ended December 31, 28 pared to $8 million in the same period of 2003.

Interest Expense

Interest expense increased to $300 million fomiine months ended December 31, 2004 from $37 millio
in the same period last year. The higher intengstise resulted from increased debt levels of $3n3llion as
of December 31, 2004 versus $637 million as of Déwer 31, 2003, resulting from the acquisition of &As
well as the expensing of deferred financing co§®&80 million from the refinancing of the seniohsudinated
bridge loan facilities and mandatorily redeemabkfgrred stock.

Interest Income

For the nine months ended December 31, 2004, sitereome decreased by $14 million to $24 million
compared to the same period in the prior year, grilgndue to significantly lower interest incomesasiated
with insurance recoveries.

Other Income (Expense), Net

Other income (expense), net decreased by $48 mitli@an expense of $12 million compared to the same
period last year. This decrease is primarily duentfavorable foreign currency exchange effectsashand ca:
equivalents and the absence of $18 million in inedrom the demutualization of an insurance providenvell
as unfavorable changes in swap valuations. Dividecoime from investments in the nine months ended
December 31, 2004 accounted for under the costadeatbcreased to $33 million compared to $46 milirothe
same period in the prior year due to the timingeakipt of dividends.

Income Taxes

Income tax expense increased by $45 million toi®ilon for the nine months ended December 31, 2004
and the effective tax rate for this period was tigge89%. The effective tax rate was unfavorabfeeted
primarily by the application of full valuation all@nces against post-acquisition net U.S. defeme@ssets,
Canadian deferred tax assets due to post-acquiségiructurings, certain German deferred tax asset the
non-recognition of tax benefits associated withuggition related expenses. These unfavorable efigete
partially offset by unrepatriated low taxed earsipgimarily in Singapore. For the same period i@20ncome
tax expense of $25 million was recorded based amaal effective tax rate of 27%.

Minority Interests

For the nine months ended December 31, 2004, niynioterests increased to $8 million from $0 mitlim
the same period in the prior year. This increageanily relates to the minority interests in thereéags of CAG.

Earnings (Loss) from Discontinued Operations

In October 2004, we announced plans to implemeaitriagegic restructuring of our acetate business to
increase efficiency, reduce overcapacity in ceréa@as and to focus on products and markets theidar long-
term value. As part of this restructuring, we pladito discontinue acetate filament production keetbe end of
2005 and to consolidate our acetate flake and fmavations at three locations, instead of five.
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In September 2003, CAG and Dow reached an agredoredbw to purchase the acrylates business of
CAG. This transaction was completed in Februang2@@d the sales price was $149 million, resulting gain
of approximately $14 million. Dow acquired CAG'srglates business line, including inventory, intetleal
property and technology for crude acrylic acidcghacrylic acid, ethyl acrylate, butyl acrylateethyl acrylate
and 2-ethylhexyl acrylate, as well as acrylatesipetion assets at the Clear Lake, Texas facilityelated



agreements we will provide certain contract manuférg services to Dow, and Dow will supply to us
acrylates for use in our emulsions production. dtwylates business was part of Chemical Producta #esult
the assets, liabilities, revenues and expenseeddia the acrylates product lines at the Clearl dlexas facility
are reflected as a component of discontinued dpesain the consolidated financial statements ooedance
with SFASNo. 144, Accounting for the Impairment or Disposfalong-Lived Assets

In December 2003, the Ticona segment completedatgeof its nylon business line to BASF. Ticona
received cash proceeds of $10 million and recoedgdin of $3 million.

Net Sales Operating Profit
Successor Predecessor Successor Predecessor
Nine Months Nine Months Nine Months Nine Months
Ended Ended Ended Ended
December 31, 200 December 31, 200 December 31, 200 December 31, 200
(unaudited) (unaudited)

(in $ millions)

Discontinued operations of Chemical

Products 1 18€ — 7
Discontinued operations of Technical

Polymers Ticoni 1 33 — —
Discontinued operations of Acetate

Products 82 92 5 18
Total discontinued operatiol 84 311 5 25

Net Earnings

As a result of the factors mentioned above, netiegs decreased to a loss of $253 million in thmeeni
months ended December 31, 2004 from earnings ofi@Bi2n in the same period last year.

Summary of Consolidated Results—Three Months Endetarch 31, 2004 Compared with Three Months
Ended March 31, 2003

Net Sales

For the three months ended March 31, 2004, ne$ satecased by 7% to $1,218 million compared to the
same period in 2003. This increase is primarily tiuiavorable currency effects relating mainlyte stronger
euro versus the U.S. dollar as well as volume smes in all the segments. These factors were hadféset by
the transfer of the European oxo business to auveim the fourth quarter of 2003.

Cost of Sales

Cost of sales increased to $983 million in theghr®nths ended March 31, 2004 from $935 milliothim
comparable period last year, primarily reflectingher raw materials costs, increased volumes améffiects of
currency movements. The absence of the Europeabusiness partly offset these factors. Cost ofssadea
percentage of net sales was 80.7% in 2004 compai@2.2% in 2003. The improvement is largely dubigher
net sales.

Selling, General and Administrative Expenses

Selling, general and administrative expense ine@&s $136 million compared to $108 million for the
same period last year. Unlike the three monthsceiizerch 31, 2003, the comparable period in 2004ndid
benefit from $16 million of income from stock apgieion rights. Unfavorable currency movements also
contributed to this increase.
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Special (Charges) Gains



The components of special (charges) gains foritreetmonths ended March 31, 2004 and 2003 were as
follows:

Predecessor
Three Months Ended Three Months Ended
March 31, 2004 March 31, 2003
(unaudited)

(in $ millions)

Employee termination benefi 2) (1)
Total restructuring @) Q)
Advisory service: (25) —
Other 1) _
Total Special (Charges) Gai (28) (1)

The $27 million increase in special charges fortthiee months ended March 31, 2004 compared to the
same period last year is primarily due to expefseadvisory services related to the acquisitiolCaiG.

Operating Profit

Operating profit declined in the three months enldiedich 31, 2004 to $47 million compared to $72 iwiill
in the same period last year. The favorable effettégher volumes and favorable currency movemeseie
offset by higher raw material costs, special chauaed the absence of income from stock appreciatibis.
Operating profit declined also due to $10 millidrspending associated with productivity initiativesimarily in
the Chemical Products segment. Stock appreciatybsrhad no effect on operating profit for thesthhmonths
ended March 31, 2004, as the share price remagiatively flat whereas in the three months endedc&1,
2003, operating profit included $18 million of inne as a result of a decline in the share price.

Equity in Net Earnings of Affiliates

Equity in net earnings of affiliates rose by $2lioil to $12 million for the three months ended Ma8d,
2004 compared to the same period last year. Casfibditions received from equity affiliates incredgo $16
million for the three months ended March 31, 206mpared to $15 million the same period of 2003.

Interest Expense

Interest expense decreased to $6 million for theetinonths ended March 31, 2004 from $12 milliothin
same period last year primarily due to lower averdgbt levels.

Other Income (Expense), Net

Other income (expense), net decreased by $3 miltié® million for the three months ended March 31,
2004 compared to $12 million for the comparableqeklast year. Dividend income accounted for urtlercost
method decreased by $1 million to $6 million foe three months ended March 31, 2004 compared tetine
period in 2003.

Income Taxes

CAG recognized income tax expense of $15 milliosdabon an annual effective tax rate of 24% in the
three months ended March 31, 2004 compared to $ii@mbased on an annual effective tax rate of Ze¥the
same period in 2003. The decrease in the anniedtefé tax rate is the result of higher earning®wer taxed
jurisdictions.

Earnings (Loss) from Discontinued Operations

Earnings (loss) from discontinued operations ineeeeby $37 million to earnings of $26 million fbet
three months ended March 31, 2004 compared tosaofo®11 million for the comparable period last
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year, reflecting primarily a $14 million gain ané2 million tax benefit associated with the sdléhe acrylate:



business in 2004. The tax benefit is mainly attabie to the utilization of a capital loss carryofenefit that
had been previously subject to a valuation alloveanc

The following table summarizes the results of tiseahtinued operations for the three months endacth
31, 2004 and 2003.

Net Sales Operating Loss
Successor Predecessor Successor Predecessor
Three Months Three Months Three Months Three Months
Ended Ended Ended Ended
March 31, 2004 March 31, 2003 March 31, 2004 March 31, 2003
(unaudited) (unaudited)

(in $ millions)

Discontinued operations of Chemi

Products 21 50 5) (8)
Discontinued operations of Techni

Polymers Ticoni — 12 — —
Discontinued operations of Acetat:

Products 25 26 5 6
Total discontinued operatiol 46 88 — (2)

Net Earnings

As a result of the factors mentioned above, natiegs increased by $22 million to net earnings%8 $
million in the three months ended March 31, 200dhgared to the same period last year.
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Liquidity and Capital Resource
Cash Flows
Net Cash Provided by/Used in Operating Activities

Cash flow from operating activities increased taah inflow of $714 million in 2005 compared toasie
outflow of $170 million for the same period in 2004is increase primarily resulted from a $452 il
increase in net earnings from 2004, $429 milliotoimer pension contributions and a $142 millionrease in
cash received for trade receivables due to bettmivables turnover. These increases were partffgt by $7.
million in less cash from trade accounts payablgae accounts payable grew, but at a slowelthatein 2004
In addition, we paid $77 million more interest pamts and $45 million in monitoring fees.

Cash flow from operating activities decreased tash outflow of $170 million for 2004 compared toaas!t
inflow of $401 million for 2003. This decrease parity resulted from $473 million of pension contrtlons,
which are $343 million more than 2003. Additionaliywer income from insurance recoveries, the payroéa
$95 million obligation to a third party, as well payments of $59 million associated with the exséng of stock
appreciation rights in 2004 also contributed ts tihécrease. These outflows were partially offsed bgcline in
payments associated with bonuses and income tasegll as lower cash consumed through changeade t
receivables and trade payables. The hedging obfo@irrency net receivables, primarily intercomypaesulte
in $17 million cash inflow in 2004 compared to $X@0lion inflow in 2003.

Net Cash Used in Investing Activities

Net cash from investing activities improved to alcautflow of $920 million in 2005 compared to alta
outflow of $1,714 million in 2004. The cash outflamv2004 primarily resulted from the CAG acquisitid’he
2005 cash outflow included the acquisitions of\#tieamul and Acetex businesses, the acquisitiorddftanal
CAG shares and a decrease in net proceeds fromsadispf discontinued operations of $64 million. Tet
proceeds from the disposal of discontinued opanatiepresents cash received in 2005 from an eanliyactual



settlement of receivables of $75 million relatedhe sale of Vinnolit Kunstoff GmbH and Vintron Ghib
The net proceeds of $139 million in the same peastlyear represented the net proceeds from thebthe
acrylates business.

Net cash from investing activities decreased tashoutflow of $1,714 million in 2004 compared tcash
outflow of $275 million in 2003. The increased cashflow primarily resulted from the acquisition GAG.
This increase was partially offset by higher netgeeds received from disposals of discontinuedatipsrs of
$129 million and lower cash outflows related toh@gnet purchases of marketable securities of $2@&m

Our capital expenditures were $212 million, $210iom and $211 million for the calendar years 2005,
2004 and 2003, respectively. Capital expenditureevprimarily related to major replacements of pmént,
capacity expansions, major investments to reducedwperating costs, environmental, health aneftgaf
initiatives and in 2004, the integration of a compavide SAP platform. Capital expenditures in 2@@8uded
costs for the expansion of our Nanjing, Chinaisite an integrated chemical complex. Capital exjtenas in
2004 included expenditures related to a new Ticesaarch and administrative facility in Florencenkucky
and the expansion of production facilities for faalgtal in Bishop, Texas and GUR in Oberhausen, @sym
Capital expenditures in 2003 included costs fordtmpletion of a production facility for synthegias, which is
a primary raw material at the Oberhausen site imfaay. Capital expenditures remained below deptiecia
levels as management continued to make selectpiatmvestments to enhance the market positidrits o
products.
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Net Cash Provided by/Used in Financing Activities

Net cash from financing activities decreased tashutflow of $144 million in 2005 compared tossit
inflow of $2,643 million in the same period lasyeThe cash inflow in 2004 primarily reflected lhég net
proceeds from borrowings in connection with theussition of CAG. Major financing activities for 26Qare as
follows:

«  Borrowings under the term loan facility of $151illion.

« Distribution to Series B shareholders of $804iomi.

« Redemption and related premiums of the senior glithated notes of $572 million and senior disct
notes of $207 million.

* Proceeds from the issuances of common stoclafr&t52 million and preferred stock, net of $233
million.

* Repayment of floating rate term loan, includietated premium, of $354 million.

e Exercise of Acetex’s option to redeem its 10%F/8enior notes for approximately $280 million.

« Payment of cash dividends of $13 million on 8eries A common stock and $8 million on our
convertible preferred stock.

Net cash from financing activities increased t@shcinflow of $2,643 million in 2004 compared toash
outflow of $108 million in 2003. The increased casftow primarily reflects higher net proceeds from
borrowings in connection with the acquisition of GAnd borrowings to prefund benefit obligationse3d
increased cash inflows were partially offset bys@Gmillion return of capital to the Original Shhodders.

In addition, unfavorable currency effects on theoerersus the U.S. dollar on cash and cash equitsale



increased to $98 million in 2005 from $24 millian2004. Unfavorable foreign currency effects oneheo
versus the U.S. dollar on cash and cash equivalersased to $24 million in 2004 from $6 millian2003.

Liquidity

The primary source of liquidity had been cash gateer from operations, which included cash inflovesrf
currency hedging activities. Historically, the pamg liquidity requirements were for capital expendgs,
working capital, pension contributions and investtseOur contractual obligations, commitments agloitd
service requirements over the next several yearsignificant and are substantially higher thandnisal
amounts. Our primary source of liquidity will camtie to be cash generated from operations as weRissng

cash on hand. We have availability under our ameradiel restated credit facilities to assist, if ieggl in
meeting our working capital needs and other cohted@bligations.

We believe we will have available resources to nbe¢t our short-term and long-term liquidity
requirements, including debt service. If our cdstvfirom operations is insufficient to fund our delervice and
other obligations, we may be forced to use otheamae@vailable to us such as to increase our bangsainder
our lines of credit, reduce or delay capital expeemds, seek additional capital or seek to restmecor refinance
our indebtedness.

In January 2005, we completed an initial publiedfig of Series A common stock and received net
proceeds of approximately $752 million after dethginderwriters’ discounts and offering expende®48
million. Concurrently, we received net proceed$233 million from the offering of its convertiblegierred
stock and borrowed an additional $1,135 millionemthe amended and restated senior credit fasilifie
portion of the proceeds of the share offerings wsesd to redeem $188 million of senior discounes@nd
$521 million of senior subordinated notes, whichledes early redemption premiums of $19 million &5d
million, respectively. We also used a portion & tiroceeds from additional borrowings under ourcsamedit
facilities to repay our $350 million floating rat&rm loan, which excludes a $4 million early redéomp
premium and used $200 million of the proceeds apthmary financing for the acquisition of the Vinal
emulsion business.
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On April 7, 2005, we used the remaining proceedsapa special cash dividend to holders of oureSdsi
common stock of $804 million. Upon payment of ti8©4 million dividend, all of the shares of Celan&sgies
B common stock converted automatically to shargSaddnese Series A common stock. In addition, wg use
the available sources of liquidity to purchaserdraaining outstanding shares of CAG.

As discussed above, in 2005 we issued $240 midligregate liquidation preference of outstanding
preferred stock. Holders of the preferred stockeatitled to receive, when, as and if, declaredinyboard of
directors, out of funds legally available therefmash dividends at the rate of 4.25% per annur8Xd6 per
share) of liquidation preference, payable quartierigrrears, commencing on May 1, 2005. Dividenadshe
preferred stock are cumulative from the date dfahissuance. This dividend is expected to resudtn annual
dividend payment of approximately $10 million. Aceulated but unpaid dividends accumulate at an dmatex
of 4.25%. The preferred stock is convertible, atdption of the holder, at any time into shareswfSeries A
common stock at a conversion rate of approximdted shares of our Series A common stock per $25.00
liquidation preference of the preferred stock. ABecember 31, 2005, we paid $8 million in aggregat
dividends on our preferred stock. In addition, acBmber 31, 2005 we had $2 million of accumulated b
undeclared and unpaid dividends, which were deglareJanuary 5, 2006 and paid on February 1, 2006.

In July 2005, our board of directors adopted aqyatif declaring, subject to legally available funds
quarterly cash dividend on each share of our Sériesmmon stock at an annual rate initially eqoal t
approximately 1.0% of the $16.00 initial publicexfihg price per share of our Series A common sfoci$0.16
per share) unless our board of directors in ite didcretion determines otherwise. As of DecemhefB05, we
paid $13 million in aggregate dividends on our & common stock. Based upon the number of outstgn
shares as of December 31, 2005, the anticipateubhnash dividend payment is approximately $25iamill
However, there is no assurance that sufficient casturplus will be available to pay such dividend.

As of December 31, 2005, we had total debt of $88lion and cash and cash equivalents of $390
million. Net debt (total debt less cash and cashivadents) increased to $3,047 million from $2,%d@lion as of
December 31, 2004 primarily due to a decreasesh aad cash equivalents of $448 million. We largesigd
available cash to finance the Acetex acquisitiba,redemption of Acetex senior notes and the psecbathe



additional CAG shares from two minority sharehatder

During the nine months ended December 31, 2004 $4ilion was contributed to the pension plans. In
March 2005, we contributed an additional $63 millto the non-qualified pension plan's rabbi trusts.

We were initially capitalized by equity contributi® totaling $641 million from the Original Sharethels.
On a stand alone basis, Celanese Corporation aysiaCtJS Holdings 3 LLC (“Crystal LLC”)the issuer of th
senior discount notes, have no material assets tithe the stock of their subsidiaries, and no frethelent
external operations of their own apart from thafficing. As such, Celanese Corporation and Cry4i@l L
generally will depend on the cash flow of their sidiaries to meet their obligations under the prefk stock,
the senior discount notes, the senior subordinadées, the term loans and any revolving creditdwimgs and
guarantees.

Domination Agreement. At the CAG annual shareholders’ meeting on Jun@64, CAG shareholders
approved payment of a dividend on the CAG Sharethéfiscal year ended December 31, 2003 of €0€t2
share. For the nine month fiscal year ended oneBdper 30, 2004, CAG was not able to pay a dividerits
shareholders due to losses incurred in the CAGtstgtaccounts. Accordingly, in the near term, Geke
Corporation, Crystal LLC and BCP Crystal US Holdingorp (“BCP Crystal”), which issued the senior
subordinated notes and term loans, will use exjstash and borrowings from their subsidiaries, etitip
various restrictions, including restrictions impdd® the senior credit facilities and indentured by relevant
provisions of German and other applicable lawsnéde interest payments. If the Domination Agreenceases
to be operative, the ability of Celanese Corporatind BCP Crystal to meet their obligations willrhaterially
and adversely affected.

The Domination Agreement was approved at the CAi@Gerdinary shareholders’ meeting on July 31,
2004. The Domination Agreement between CAG andPiirehaser became effective on
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October 1, 2004. When the Domination Agreement imeceffective, the Purchaser was obligated to adfer
acquire all outstanding CAG Shares from the migasitareholders of CAG in return for payment of tash
compensation. This offer will continue until two nitbs following the date on which the decision o ldst
motion in award proceedingsSruchverfahref as described in “Legal Proceedings— Sharehdldtayation”,
has been disposed of and has been published. ahesd proceedings were dismissed in 2005; howdver,
dismissal is still subject to appeal. The amourthaf fair cash compensation has been determinbd £11.92
per share, plus interest, in accordance with agplecGerman law. Any minority shareholder who elewit to
sell their shares to the Purchaser will be entittertemain a shareholder of CAG and to receive ftioen
Purchaser a gross guaranteed fixed annual paymeheo shares of £27 per CAG Share less certain corpo
taxes in lieu of any future dividend. Taking intcaunt the circumstances and the tax rates ainteedf
entering into the Domination Agreement, the netrgoteed fixed annual payment is €2.89 per shara fol
fiscal year. Based upon the number of CAG Sharkshhethe minority shareholders as of December2B05, ¢
net guaranteed fixed annual payment of $4 milloaxpected in 2006. In addition, pursuant to thigeseent
agreement entered into on March 6, 2006 with elenigrority shareholders who had filed lawsuits ia th
Frankfurt District Cour{Landgericht), the fixed annual payment for the 2005/2006 figesr will also be paid
on this date. This will amount to an additional aggjregate amount of approximately $2 million. Tiee¢
guaranteed fixed annual payment may, dependingplicable corporate tax rates, in the future bédiglower
or the same as €2.89.

On March 10, 2006, the Purchaser set the cash amapen in relation to the transfer of shares lhgithe
minority shareholders at €62.22 per share. Thé amt@unt of funds necessary to purchase such odisia
shares under the current offer of €62.22 per sisaapproximately €58 million. The Company is cuthgn
evaluating the financial impact of this offer os financial position, results of operations anchdémws, but
does not believe that the impact will be material.

While the Domination Agreement is operative, thecRaser is required to compensate CAG for any
statutory annual loss incurred by CAG, the domidiaetity at the end of its fiscal year when thesloms
incurred. If the Purchaser were obligated to mash@ayments to CAG to cover an annual loss, thehBser
may not have sufficient funds to pay interest whea and, unless the Purchaser is able to obtadsfirom a
source other than annual profits of CAG, the Pusehanay not be able to satisfy its obligation tadfisuch
shortfall. The Domination Agreement cannot be teated by the Purchaser in the ordinary course until
September 30, 2009.



Our subsidiaries, BCP Caylux Holdings Luxembour@.8. and BCP Crystal, have each agreed to provide

the Purchaser with financing to strengthen the lRaser’s ability to fulfill its obligations undery @ connection
with, the Domination Agreement and to ensure thatRurchaser will perform all of its obligationsden, or in
connection with, the Domination Agreement when sololigations become due, including, without limitat,
the obligations to make a guaranteed fixed annapingnt to the outstanding minority shareholdersffier to
acquire all outstanding CAG Shares from the migasitareholders in return for payment of fair cash
consideration and to compensate CAG for any statiaonual loss incurred by CAG during the termhaf t
Domination Agreement. If BCP Caylux and/or BCP @ayare obligated to make payments under such
guarantees or other security to the Purchaser atiddaninority shareholders, we may not have siafficfunds
for payments on our indebtedness when due.

In the first quarter of 2005, we paid $10 millianffiliates of the Blackstone Group related tcadmisor
monitoring agreement. This agreement was terminatedurrent with the initial public offering andstdted in
an additional $35 million payment.
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Contractual Debt Obligations. The following table sets forth our fixed contraatdebt obligations as of
December 31, 2005, on a pro forma basis.

Fixed Contractual Debt Obligations Total Less than 1 Year 2-3 Years 4-5 Years AYereeIrg
(in $ millions)
Term Loans Facility 1,70¢ 17 33 33 1,62¢
Senior Subordinated Not(®) 95( — — — 95(
Senior Discount Note® 554 — — — 554
Other Debi®) 39¢ 13€ 18 35 20€
Total Fixed Contractual Debt Obligatio 3,611 15E 51 68  3,33i

(1) Does not include a $3 million premium.
(2) Reflects an additional $175 million represegtihe accreted value of the notes at maturity.

(3) Does not include a $2 million reduction dugtochase accounting.

Senior Credit Facilities. As of December 31, 2005, the senior creditifees of $2,536 million consist of
a term loan facility of $1,708 million, a revolvirgedit facility of $600 million and a credit-linHeevolving
facility of $228 million.

Subsequent to the consummation of the initial gudlifering in January 2005, we entered into ameradel
restated senior credit facilities which increadeslterm facility. The terms of the amended andatedtsenior
credit facilities are substantially similar to ttegms of our immediately previous senior crediilftes. As of
December 31, 2005, the term loan facility had amed of $1,708 million (including approximatel®73 million
of euro denominated debt), which matures in 2011.

In addition, we have a $228 million credit-linkeatdlity, which matures in 2009 and includes bormgvi
capacity available for letters of credit. As of Bether 31, 2005, there were $199 million of lettd#rsredit
issued under the credit-linked revolving facili§ubstantially all of the assets of Celanese HoklidgC
(“Celanese Holdings™), the direct parent of BCPy&tal, and, subject to certain exceptions, sultistinall of



its existing and future U.S. subsidiaries, refetieeds U.S. Guarantors, secure these facilities. Th
borrowings under the senior credit facilities biedéerest at a rate equal to an applicable margis, @t the
borrower’s option, either a base rate or a LIBOR.r&he applicable margin for borrowing under thsérate
option is 1.50% and for the LIBOR option, 2.50% €exch case, subject to a step-down based on aipearfoe
test).

In the first quarter of 2005, the revolving crefditility was increased from $380 million to $600lfon
under the amended and restated senior credittfasilAs of December 31, 2005, there were no barmgsv
under the revolving credit facility and $64 milliofi letters of credit had been issued under thelvawy credit
facility leaving $536 million of availability.

In November of 2005, we entered into an amendmititeoAmended and Restated Credit Agreement
decreasing the margin over LIBOR on approximatdly386 million of the U.S. dollar denominated pantiaf
the Term Loans from 2.25% to 2.00%. In additiofyréher reduction of the interest rate to LIBOR$ILI75% it
allowed if certain conditions are met.

The senior credit facilities are subject to prepaghrequirements and contain covenants, defautto#rer
provisions. The senior credit facilities require BCrystal to prepay outstanding term loans, sultjecértain
exceptions, with:

— 75% (such percentage will be reduced to 50% iIPBIZystal's leverage ratio is less than 3.00 t® fod
any fiscal year ending on or after December 315200 BCP Crystal's excess cash flow;

— 100% of the net cash proceeds of all non-ordicanyrse asset sales and casualty and condemnation
events, unless BCP Crystal reinvests or contraatsihvest those proceeds in assets to be use@m@ystal’'s
business or to make certain other permitted investswithin 12 months, subject to certain limitatp
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— 100% of the net cash proceeds of any incurrehdelat other than debt permitted under the seniedit
facilities, subject to certain exceptions; and

— 50% of the net cash proceeds of issuances ofyeguCelanese Holdings, subject to certain exceysti

BCP Crystal may voluntarily repay outstanding loander the senior credit facility at any time witiho
premium or penalty, other than customary “breaKagests with respect to LIBOR loans.

In connection with the borrowing by BCP Crystal anthe term loan portion of the senior credit fitie,
BCP Crystal and CAC have entered into an intercamppa@an agreement whereby BCP Crystal has agreed to
lend the proceeds from any borrowings under it® tieian facility to CAC. The intercompany loan agnest
contains the same amortization provisions as thmseredit facilities. The interest rate with respto the loans
made under the intercompany loan agreement isatine &s the interest rate with respect to the loader BCP
Crystal’'s term loan facility plus three basis psiBCP Crystal intends to service the indebtednedsr its term
loan facility with the proceeds of payments madi by CAC under the intercompany loan agreement.

Senior Subordinated Notes. In February 2005, we used approximately $52lianiof the net proceeds of
the offering of our Series A common stock to redeeportion of the senior subordinated notes andriiion
to pay the premium associated with the redemp#srof December 31, 2005, the senior subordinatéelsno
excluding $3 million of premiums, consist of $791lion of 9 5/8% Senior Subordinated Notes due 26td
$153 million (€130 million) of 10 3/8% Senior Subarated Notes due 2014. All of BCP Crystal’'s ohfigas
under the senior credit facilities guarantee thmagesubordinated notes on an unsecured seniordinaded
basis.

Senior Discount Notes. In September 2004, Crystal LLC and Crystal W® S Corp., a subsidiary of
Crystal LLC, issued $853 million aggregate printgaount at maturity of their senior discount nales 2014
consisting of $163 million principal amount at it of their 10% Series A Senior Discount Noteg 014
and $690 million principal amount at maturity oéith10 1/2% Series B Senior Discount Notes due 2014
(collectively, the “senior discount notesJhe gross proceeds of the offering were $513 millispproximately
$500 million of the proceeds were distributed to Quiginal Shareholders, with the remaining proceesed to
pay fees associated with the refinancing. Untildbet 1, 2009, interest on the senior discount netttaccrue
in the form of an increase in the accreted valusush notes. Cash interest on the senior discatas will
accrue commencing on October 1, 2009 and be pagabi@annually in arrears on April 1 and Octobdnl.
February 2005, we used approximately $37 milliothefnet proceeds of the offering of our SerieoAmon



stock to redeem a portion of the Series A seniscalint notes and $151 million to redeem a portiche
Series B senior discount notes and $19 millionatp e premium associated with such redemptiorofAs
December 31, 2005, there were $554 million aggeegahcipal amount at maturity outstanding, coimsgsof
$106 million principal amount at maturity of the%®eries A Senior Discount Notes due 2014 and $4ifli®n
principal amount at maturity of the 101/2% SerieSdhior Discount Notes due 2014. At December 32520
$306 million and $73 million were outstanding untlex 10.5% and 10% Senior Discount Notes, respagtiv

Other Debt. Other debt of $399 million, which does not ir# a $2 million fair value reduction due to
purchase accounting, is primarily made up of fixa@ pollution control and industrial revenue bqrefertterm
borrowings from affiliated companies and capitalsie obligations.

Covenants. The indentures governing the senior subordihatges and the senior discount notes limi
ability of the issuers of such notes and the ahifttheir restricted subsidiaries to:

e incur additional indebtedness or issue prefestedk;

« pay dividends on or make other distributionsepurchase the respective issuer’s capital stock;

* make certain investments;

e enter into certain transactions with affiliates;

< limit dividends or other payments by BCP Crysta¢stricted subsidiaries to it;

« create liens or other pari passu or subordiniaigebtedness without securing the respective notes
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« designate subsidiaries as unrestricted submdiaand

« sell certain assets or merge with or into ott@mpanies.

Subject to certain exceptions, the indentures gorgrthe senior subordinated notes and the sersoouani
notes permit the issuers of the notes and thetirictedd subsidiaries to incur additional indebtesiencluding
secured indebtedness.

The senior credit facilities contain a number ofeants that, among other things, restrict, sultgecertai
exceptions, the ability of Celanese Holdings aaditbsidiaries’ ability, to:

* sell assets;

e incur additional indebtedness or issue prefestedk;

* repay other indebtedness (including the notes);

e pay dividends and distributions or repurchasér tbapital stock;



* create liens on assets;

« make investments, loans guarantees or advances;

¢ make certain acquisitions;

e engage in mergers or consolidations;

* enter into sale and leaseback transactions;

e engage in certain transactions with affiliates;

e amend certain material agreements governing BGM8tal's indebtedness;

< change the business conducted by Celanese Hdeldimd its subsidiaries; and

* enter into hedging agreements that restricdginds from subsidiaries.

In addition, the senior credit facilities requir€B Crystal to maintain the following financial covamts: a
maximum total leverage ratio, a maximum bank de¢tage ratio, a minimum interest coverage rate an
maximum capital expenditures limitation.

A breach of covenants of the senior credit faeiitas of December 31, 2005 that are tied to rhtiesd on
adjusted earnings before interest, taxes, depi@tiahd amortization (“Adjusted EBITDA,”) as defed in our
credit agreements, could result in a default utideisenior credit facilities and the lenders calétt to declare
all amounts borrowed due and payable. Any suchlaaten would also result in a default under thdeintures
governing the senior subordinated notes and therséiscount notes. Additionally, under the seramdit
facilities, the floating rate term loan and theéntlres governing the senior subordinated notestensenior
discount notes, our ability to engage in activisash as incurring additional indebtedness, makiagstments
and paying dividends is also tied to ratios baseddjusted EBITDA. As of December 31, 2005, we wiere
compliance with these covenants. The maximum cateteld net bank debt to Adjusted EBITDA ratio,
previously required under the senior credit faetit was eliminated when we amended the faciliielnuary
2005.
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Covenant levels and ratios for the four quartededrDecember 31, 2005 are as follows:

December 31,

2005
Covenant Level Ratios
Senior credit facilities
Minimum Adjusted EBITDA to cash interest ratio 1.7x 5.8x
Maximum consolidated net debt to Adjusted EBITDAca 5.5x 2.4x
Senior subordinated notes indenturd?
Minimum Adjusted EBITDA to fixed charge ratio regeid to incur additional 2.0x 5.4x

debt pursuant to ratio provisio



Discount notes indenture®

Minimum Adjusted EBITDA to fixed charge ratio regeid to incur additional 2.0 4.6x
debt pursuant to ratio provisio

(1) The senior credit facilities require BCP Crystahtaintain an Adjusted EBITDA to cash interest ratiarting &
a minimum of 1.7x for the period April 1, 2004 te@mber 31, 2005, 1.8x for the period January 06 20
December 31, 2006, 1.85x for the period Janua®p@y to December 31, 2007 and 2.0x thereafterufeaib
satisfy these ratio requirements would constitutefault under the senior credit facilities. If éems under the
senior credit facilities failed to waive any sudfallt, repayment obligations under the senioritfedilities
could be accelerated, which would also constitudefault under the indenture.

(2) BCP Crystal’s ability to incur additional dedoid make certain restricted payments under th@iseni
subordinated note indenture, subject to specifieggtions, is tied to an Adjusted EBITDA to fixeldarge
ratio of at least 2.0 to 1.

(3) Crystal LLC’s ability to incur additional debhd make certain restricted payments under thesdisicount
notes indenture, subject to specified exceptianged to an Adjusted EBITDA to fixed charge ratfoat least
2.0to 1.

Contractual Obligations. The following table sets forth our fixed comtzal cash obligations as of
December 31, 2005.

Fixed Contractual Cash Obligations Total Lessthan 1 Year 1-3Years 4-5Years ﬁ(ﬂeearrg
(in $ millions)
Total Debt® 3,437 155 51 68 3,167
Of which Capital Lease Obligations and Othet
Secured Borrowing 28 3 5 4 16
Operating Lease 20¢ 60 64 31 50
Unconditional Purchase Obligatio 1,312 22¢ 18¢€ 15¢ 73¢€
Other Contractual Obligatior 602 38C 57 47 11€
Fixed Contractual Cash Obligatio 5,55¢€ 824 35¢ 305 4,06¢

(1) Includes $2 million purchase accounting adjesttio other debt.

In the first quarter of 2005, we paid $10 millianaffiliates of the Blackstone Group related tcadmisor
monitoring agreement. This agreement was terminatedurrent with the initial public offering andstdted in
an additional $35 million termination payment. Bé&sgon the number of CAG Shares held by the miporit
shareholders as of December 31, 2005, a net geadhfiked annual payment of $4 million is expedted006.
In addition, pursuant to the settlement agreemetared into on March 6, 2006 with eleven minority
shareholders who had filed lawsuits in the Frartkistrict Court(Landgericht), the fixed annual payment for
the 2005/2006 fiscal year will also be paid on thage. This will amount to an additional net aggtegamount ¢
approximately $2 million. These amounts are exdiuilem the above table.
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Unconditional Purchase Obligations primarily incudke or pay contracts. We do not expect to inoyr
material losses under these contractual arrangsmeraddition, these contracts may include vaeigivice
components.

Other Contractual Obligations primarily includesrouitted capital spending and fines associated thgh
U.S. antitrust settlement described in Note 2%¢&odonsolidated financial statements. Includedtime©
Contractual Obligations is a €99 million ($117 moitl) fine from the European Commission relatedrttitaust
matters in the sorbates industry, which is pendimgppeal. We are indemnified by a third party8@¥s of the
expenses relating to these matters, which is fileicted in the amount above.

At December 31, 2005, we have contractual guararged commitments as follows:

Expiration per period

Contractual Guarantees and Commitments Total Less than 1 Year 1-3 Years 4-5 Years ﬁ(fgearrg
(in $ millions)

Financial Guarantee 49 7 15 16 11

Standby Letters of Crec 262 265 _ — _

Contractual Guarantees and Commitm 312 27C 15 16 11

We are secondarily liable under a lease agreemsatiant to which we have assigned a direct obtigeatt
a third party. The lease assumed by the third pagjres on April 30, 2012. The lease liability tbe period
from January 1, 2006 to April 30, 2012 is estimdtete approximately $49 million.

Standby letters of credit of $263 million at DecemnB1, 2005 are irrevocable obligations of an isgui
bank that ensure payment to third parties in tlenethat certain Successor subsidiaries fail téoperin
accordance with specified contractual obligatidriee likelihood is remote that material paymentd el
required under these agreements. The stand-bysletteredit include $199 million issued under thedit-
linked revolving facility of which approximately $2million relates to obligations associated with forbates
antitrust matters as described in the “Other Caxttral Obligations” above.

For additional commitments and contingencies, sete 195 to the consolidated financial statements.
Other Obligations

We expect to continue to incur costs for the follagvsignificant obligations. Although, we cannoggict
with certainty the annual spending for these mattguch matters will affect our future cash flows.

Successor Predecessor Successor
Spending for Spending for Spending for
the Year the Nine the Three
Ended Months Ended Months Ended 2006
December 31, December 31, March 31, Projected
Other Obligations 2005 2004 2004 Spending
Environmental Matter 84 66 22 95
Pension and Other Benef 111 487 48 96
Other Obligation: 19t 553 70 191

Environmental Matters

For the year ended December 31, 2005 and the nim¢hs ended December 31, 2004, the Successor’'s
worldwide expenditures, including expenditureslégyal compliance, internal environmental initiagvend
remediation of active, orphan, divested and U.$eHund sites were $84 million and $66 million,pestively.
The Predecessor’s worldwide expenditures for theetmonths ended March 31, 2004 and the year ended
December 31, 2003 were $22 million and $80 milli@spectively. The Successor’s capital projecteela
environmental expenditures for the year ended Déee®1, 2005, the nine months ended December 34, 20



and the Predecessor’s for the three months endech\84, 2004 and the year ended December 31, 2003,
included in worldwide expenditures, were $8 milli&6 million, $2 million and $10 million, respectily.
Environmental reserves for remediation matters \§&&4 million and $143 million as of December 3002
and 2004, respectively, which represents our tsghate. (See Note 18 to the consolidated finarst&bments
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It is anticipated that stringent environmental fagans will continue to be imposed on the chemical
industry in general. Management cannot predict wéthainty future environmental expenditures, egigc
expenditures beyond 2006. Due to new air regulatiorthe U.S., management expects that there wifl b
temporary increase in compliance costs that willltapproximately $35 million to $45 million throkn@007.
Accordingly, Emission Trading Systems will direc#§fect the power plants at the Kelsterbach andri@hesen
sites in Germany and the Lanaken site in Belgiwaell as power plants operated by InfraServ estitin sites
at which we operate. The Company and the Infra8etities may be required to purchase carbon dioxiddits
which could result in increased operating costsnay be required to develop additional cost-effecthethods
to reduce carbon dioxide emissions further, whimlhld result in increased capital expenditures. Addally, the
new regulation indirectly affects our other opeyas in the European Union, which may experienchérig
energy costs from third party providers. We haveyet determined the impact of this legislationaom
operating costs.

Due to our industrial history, we have the obligatio remediate specific areas on our active sesell a:
on divested, orphan or U.S. Superfund sites. litiadd as part of the demerger agreement with Hegeh
specified proportion of the responsibility for emrimental liabilities from a number of pdemerger divestiturt
was transferred to us. Management has providesufcn obligations when the event of loss is probaht®
reasonably estimable. Management believes thartieonmental costs will not have a material adeeffect
on our financial position, but they may have a matadverse effect on the results of operationsash flows ir
any given accounting period. (See Notes 18 ana 25¢ consolidated financial statements)

Pension and Other Benefits

The funding policy for pension plans is to accurteifglan assets that, over the long run, will apjnate
the present value of projected benefit obligatiétts.the year ended December 31, 2005, the ninghs@mded
December 31, 2004 and the three months ended N8drc2004, pension contributions to the U.S. quedifi
defined benefit pension plan amounted to $0 miJl&800 million and $33 million, respectively. Cdhtrtions tc
the German pension plans for the year ended Deae®ih@005 and the nine months ended December084, 2
were $5 million and $105 million, respectively. Alfor the year ended December 31, 2005, the ninghmo
ended December 31, 2004 and the three months étaketh 31, 2004, payments to other non-qualifiechpla
(including Rest of the World) totaled $39 millid29 million and $6 million, respectively.

Our spending associated with other benefit plansarily retiree medical, defined contribution aodg-
term disability, amounted to $67 million, $53 nati and $9 million for the year ended December BD52the
nine months ended December 31, 2004 and the thoethmended March 31, 2004, respectively. (See Note
to the consolidated financial statements).

In 2004, Celanese amended its long-term disalmlap to align the benefit levels with the retireedical
plan. As a result of this change, the employeeriartton for the long-term disability medical coage
increased substantially for current participantthmdisability plan. Subsequent to the adoptiothefchange,
enrollment in the plan has been trending downwaitth 20% of the participants declining coverage.
Accordingly, the Company reduced the disabilityraatby $9 million at December 31, 2005 as a resfulhe
lower enrollment experience. In addition, medidalras assumptions were lowered to reflect actuah pl
experience and the percentage of long-term disalniledical payments paid for by Medicare. This g&an
lowered the long-term disability accrual by an diddial $9 million.

Other Matters
Plumbing Actions and Sorbates Litigation

We are involved in a number of legal proceedings @aims incidental to the normal conduct of our
business. In February 2005, we settled with anrarste carrier and received cash proceeds of $4ibmiih
March 2005 and in December 2005, we received $3min additional settlements. For the nine manémde
December 31, 2004 there were no net cash inflowsimection with the plumbing actions and sorbates



litigation. For the three months ended March 3D£8nd for the year ended December 31, 2003, there
were net cash inflows of approximately $0 milliamde$110 million in connection with the plumbingiacs and
sorbates litigation. As of December 31, 2005 ang42there were reserves of
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$197 million and $218 million, respectively, forete matters. In addition, we have receivables frmurance
companies and Hoechst in connection with the plagbind sorbates matters of $125 million and $19tlomi
as of December 31, 2005 and 2004, respectively.

Although it is impossible at this time to determinigh certainty the ultimate outcome of these matte
management believes, based on the advice of legakel, that adequate provisions have been madthanthe
ultimate outcome will not have a material adverfece on our financial position, but could have atarial
adverse effect on the results of operations or lasls in any given accounting period. (See Noté®@he
consolidated financial statements).

Off-Balance Sheet Arrangements
We have not entered into any material off-balarrcangements.
Market Risks

Please see “Quantitative and Qualitative Disclesalvout Market Risk” under Item 7A of this Form-KO
for additional information about our Market Risks.

Critical Accounting Policies and Estimates

Our consolidated financial statements are baseatieselection and application of significant acamgm
policies. The preparation of these financial staets and application of these policies requiresagament to
make estimates and assumptions that affect thetegpamounts of assets and liabilities and thdaksice of
contingent assets and liabilities at the date effiteancial statements as well as the reported atsmf revenues
and expenses during the reporting period. Actuallte could differ from those estimates. Howeves,are not
currently aware of any reasonably likely eventsiozumstances that would result in materially diéfe results.

We believe the following accounting polices andneates are critical to understanding the financial
reporting risks present in the current economidrenment. These matters, and the judgments andtainages
affecting them, are also essential to understangimgeported and future operating results. See Mdb the
consolidated financial statements for a more colmmsive discussion of the significant accountinkicpes.

Recoverability of Lor-Lived Asset

Our business is capital intensive and has requined will continue to require, significant invesimein
property, plant and equipment. At December 31, 2052004, the carrying amount of property, plat a
equipment was $2,040 million and $1,702 milliorspectively. As discussed in Note 4 to the constdida
financial statements, we assess the recoverabflipyoperty, plant and equipment to be held and lsea
comparison of the carrying amount of an asset angof assets to the future net undiscounted dawls f
expected to be generated by the asset or grougsefsa If such assets are considered impaireémgrearment
recognized is measured as the amount by whichairgicg amount of the assets exceeds the fair vafitiee
assets.

In December 2004, we approved a plan to dispo#ieeo€OC business included within the Ticona segn
This decision resulted in $25 million and $32 roitliof asset impairment charges recorded as a $pbeaige
related to the COC business in the year ended Deze®l, 2005 and the nine months ended December 31,
2004, respectively.

As a result of the planned consolidation of towdurction and the termination of filament productitre
Acetate Products segment recorded impairment chafg®50 million associated with plant and equiptrierihe
nine months ended December 31, 2004.

We assess the recoverability of the carrying valusur goodwill and other intangible assets wittiéfinite
useful lives at least annually or whenever eventshanges in circumstances indicate that the aagrgmount o
the asset may not be fully recoverable. Recovétabif goodwill is measured at the reporting ueiél based ¢
a two-step approach. First, the carrying amounhefreporting unit is compared to the fair valuestimated by
the future net discounted cash flows expected tgpdoerated by the reporting unit. To the exteratt the



carrying value of the reporting unit exceeds thevalue
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of the reporting unit, a second step is performétkrein the reporting unit's assets and liabilites fair valued.
The implied fair value of goodwill is calculated thg fair value of the reporting unit in excesshe fair value o
all non-goodwill assets and liabilities allocatedhe reporting unit. To the extent that the repgrtnit’s
carrying value of goodwill exceeds its implied faglue, impairment exists and must be recognizedofA
December 31, 2005 and 2004, we had $1,430 millimh$®i,147 million, respectively, of goodwill andhet
intangible assets, net.

As of December 31, 2005, no significant changdlénunderlying business assumptions or circumsgance
that drive the impairment analysis led managenebetieve goodwill might have been impaired. Wd wil
continue to evaluate the need for impairment ifngles in circumstances or available informationdaté that
impairment may have occurred. We perform the regiiimpairment tests at least annually during tire th
quarter of our fiscal year using June 30 balanoésss circumstances dictate more frequent tedbingng 2005
we performed the impairment test and determinetittteme was no impairment of goodwill.

A prolonged general economic downturn and, spetifica continued downturn in the chemical industs
well as other market factors could intensify contpe pricing pressure, create an imbalance of tigusupply
and demand, or otherwise diminish volumes or oSuch events, combined with changes in intes¢ssy
could adversely affect our estimates of futurecash flows to be generated by our long-lived assets
Consequently, it is possible that our future opegatesults could be materially and adversely affedy
additional impairment charges related to the recahiéty of our long-lived assets.

Restructuring and Special (Charges) Ge

Special (charges) gains include provisions foruestiring and other expenses and income incurrésidsi
the normal ongoing course of operations. Restrirgjysrovisions represent costs related to severandether
benefit programs related to major activities uralezh to fundamentally redesign our operations dsaseosts
incurred in connection with a decision to exit rgirategic businesses. These measures are basedrah f
management decisions, establishment of agreeméhtshe employees’ representatives or individual
agreements with the affected employees as welieapublic announcement of the restructuring pldre felatec
reserves reflect certain estimates, including tipes&ining to separation costs, settlements ofractual
obligations and other closure costs. We reassesg#erve requirements to complete each indivipkaal under
our restructuring program at the end of each ré@mpperiod. Actual experience has been and mayiroomto be
different from these estimates. (See Note 20 tetimsolidated financial statements).

Environmental Liabilitie:

We manufacture and sell a diverse line of chenpoadlucts throughout the world. Accordingly, the
businesses’ operations are subject to various tiszacidental to the production of industrial cheats
including the use, handling, processing, storagktemsportation of hazardous materials. We reasgloisses
and accrue liabilities relating to environmentati®ies if available information indicates that ifpibable that a
liability has been incurred and the amount of issgasonably estimated. If the event of loss ithaeprobable
nor reasonably estimable, but is reasonably passii® provide appropriate disclosure in the naighe
consolidated financial statements.

Total reserves for environmental liabilities wefe28 million and $143 million at December 31, 2008 a
2004, respectively. Measurement of environment#mees is based on the evaluation of currentlyiaiai
information with respect to each individual sitelansiders factors such as existing technologseatly
enacted laws and regulations and prior experiemeemediation of contaminated sites. An environmlent
reserve related to cleanup of a contaminated dgatrinclude, for example, provision for one or maf the
following types of costs: site investigation anstileg costs, cleanup costs, costs related to sdilhaater
contamination resulting from tank ruptures and pestediation monitoring costs. These reserves doake
into account any claims or recoveries from insueafidhie measurement of environmental liabilitielsased on a
range of management’s periodic estimate of whatllitcost to perform each of the elements of thaeeiation
effort. We use our best estimate within the ramgestablish our environmental reserves. We utitiiel parties
to assist in the management and the
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development of our cost estimates for our sitean@ks to environmental regulations or other fadéfiecting
environmental liabilities are reflected in the colidated financial statements in the period in viahtitey occur.
We accrue for legal fees related to litigation matwhen the costs associated with defense cagaksenmably
estimated and are probable to occur. All other égesexpensed as incurred. (See Note 18 to thelidazd
financial statements).

Asset Retirement Obligatio

Total reserves for asset retirement obligationsev#&4 million and $52 million at December 31, 2@05
2004, respectively. SFAS No. 143 requires thafdivevalue of a liability for an asset retiremetigation be
recognized in the period in which it is incurredidnterpretation No. 47Accounting for Conditional Asset
Retirement Obligatior—an interpretation of FASB Statement No. 143 ("RN 47")provides guidelines as to
when a company is required to record a conditiasakt retirement obligation. The liability is measlat the
discounted fair value and is adjusted to its presalue in subsequent periods as accretion expsmseorded.
The corresponding asset retirement costs are Giapias part of the carrying amount of the reldted)-lived
asset and depreciated over the asset’s remainafgllife. Management has identified but not redegd asset
retirement obligations related to substantiallyitallexisting operating facilities. Examples ofshdypes of
obligations include demolition, decommissioningspisal and restoration activities. Legal obligatierist in
connection with the retirement of these assets gjasure of the facilities or abandonment of thisting
operations. However, operations at these facilaiesexpected to continue indefinitely and theBreasonak
estimate of fair value cannot be determined attthis. In the future, we will assess strategiethefbusinesses
acquired and may support decisions that differ fpast decisions of management regarding the canginu
operations of existing facilities. Asset retiremehtigations will be recorded if these strategieschanged and
probabilities of closure are assigned to existangjlities. If certain operating facilities were dtwse, the related
asset retirement obligations could significantlieef our results of operations and cash flows.

As a result of a worldwide assessment of our Aegtabduction capacity, the Acetate Products segment
recorded a charge to depreciation expense of $®mih 2003 related to potential asset retirenwhiigations.
The assessment concluded that there was a prdpabit certain facilities would be closed in tagér half of
the decade. In October 2004 we announced plaretsntidate flake and tow production by early 206d to
discontinue production of filament before the eR@@05. In the fourth quarter of 2005, the operragiof
filament were discontinued and we disposed of twetAte properties. As a result of the sales, werded a
gain of $23 million primarily resulting from thewversal of liabilities assumed by the purchaser.tRemine
months ended December 31, 2004, we recorded aeb&f2 million included within depreciation exgenof
which $8 million was recorded by Acetate Products $4 million by Chemical Products.

Realization of Deferred Tax Ass

Management regularly reviews its deferred tax adeetrecoverability and establishes a valuation
allowance based on historical taxable income, ptegefuture taxable income, applicable tax stra®gind the
expected timing of the reversals of existing terappdifferences. A valuation allowance is provideuen it is
more likely than not that some portion or all of theferred tax assets will not be realized. Sueuetions
require significant management judgments. Valuatibmwances have been established primarily for. U.S
federal and state net operating losses carryforsydigxican net operating loss carryforwards anda@em
deferred tax assets. (See Note 21 to the consefidatancial statements).

Tax Contingencies

The Company has accruals for taxes and assocrar@st that may become payable in future yeass as
result of audits by tax authorities. The Comparngraes for tax contingencies when it is probablé ghizability
to a taxing authority has been incurred and theusnnof the contingency can be reasonably estimatidough
the Company believes that the positions taken ewigusly filed tax returns are reasonable, it nthadess has
established tax and interest reserves in recognitiat various taxing
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authorities may challenge the positions taken kyGbmpany resulting in additional liabilities faxes and



interest. These amounts are reviewed as circumetamarrant and adjusted as events occur that dlffect
Company's potential liability for additional taxasich as lapsing of applicable statutes of limotati conclusion
of tax audits, additional exposure based on cureltulations, identification of new issues, reteat
administrative guidance, or rendering of a coudislen affecting a particular tax issue.

Benefit Obligations

Pension and other postretirement benefit plansroaysubstantially all employees who meet eligilili
requirements. CAC sponsors pension and other piostreent benefit plans. With respect to its U.Saldied
defined benefit pension plan, minimum funding reeguoients are determined by the Employee Retirement
Income Security Act. For the periods presentedPiteelecessor or the Company had not been requoired t
contribute under these minimum funding requiremertsvever, the Predecessor chose to contributest®@tS.
defined benefit pension plan $33 million and $130ion for the three months ended March 31, 2004 fom the
year ended December 31, 2003, respectively. TheeSsor chose to contribute to the U.S. qualifidthdd
benefit pension plan $0 million and $300 milliom tbe year ended December 31, 2005 and the nin¢hsion
ended December 31, 2004, respectively. Contribstiorthe German pension plans for the year endedrbieel
31, 2005 and the nine months ended December 34,2606 $5 million and $105 million, respectivelyerifits
are generally based on years of service and/or ensgtion. Various assumptions are used in the lediloo of
the actuarial valuation of the employee benefihplarhese assumptions include the weighted aveliageunt
rate, rates of increase in compensation levelss@rp long-term rates of return on plan assetsramdases or
trends in health care costs. In addition to thevabnentioned assumptions, actuarial consultantsuisiective
factors such as withdrawal and mortality ratesstingate the projected benefit obligation. The agalia
assumptions used may differ materially from actaaults due to changing market and economic camdii
higher or lower withdrawal rates or longer or sholife spans of participants. These differenceg reault in a
significant impact to the amount of pension expeeserded in future periods.

The amounts recognized in the consolidated finduistd@ements related to pension and other postreéint
benefits are determined on an actuarial basisgAifstant assumption used in determining our pamnsipense
is the expected long-term rate of return on plaetss At December 31, 2005 and 2004, we assumexripatted
long-term rate of return on plan assets of 8.5%tierU.S. qualified defined benefit pension plahijch
represents greater than 85% and 75% of pensioragksgts and liabilities, respectively. On averigeactual
return on plan assets over the long-term (15 tpe20s) has exceeded 9.0%. For the year ended Dec&hp
2005, the U.S. qualified defined benefit pensiampssets actual return was 50 basis points laeslie
expected long-term rate of return of plan assetsvéver, for the year ended December 31, 2004,chmb
return was 400 basis points higher than the long-teturn on plan assets. Based on our investntieiegy, we
believe that 8.5% is a reasonable long-term ratetofn.

We estimate a 25 basis point decline in the expdotgg-term rate of return for the U.S. qualifiesfided
benefit pension plan to increase pension expensa l@stimated $5.5 million in 2005. Another estienthit
affects our pension and other postretirement beegfiense is the discount rate used in the anctzduaal
valuations of pension and other postretirement titgplan obligations. At the end of each year, vetetimine th:
appropriate discount rate, which represents tlezést rate that should be used to determine tiseprealue of
future cash flows currently expected to be requiceskttle the pension and other postretiremengfiten
obligations. The discount rate is generally bagethe yield on high-quality corporate fixed-incoseurities.
At December 31, 2005, we lowered the discountt@t&63% from 5.88% at December 31, 2004 for th&. U.
plans. We estimate that a 50 basis point declintkdrdiscount rate for the U.S. pension and pasgraent
medical plans will increase pension and other ptistment benefit annual expenses by an estimdt@drfillion
and less than $1 million, respectively, and ourdi¢bligations by approximately $173 million and
approximately $12 million, respectively.

Over the past two years, we have experienced gignifincreases (in excess of $300 million) in
unrecognized net actuarial pension losses. Thedossre mainly due to the decline in the discoat# utilized
to reflect current market conditions.

106

Other postretirement benefit plans plans providdioa and life insurance benefits to retirees whaem
minimum age and service requirements. The posreént benefit cost for the year ended Decembe2@15,
the nine months ended December 31, 2004 and tee thonths ended March 31, 2004, includes $25 millio
$21 million and $8 million, respectively, and theeaued post-retirement liability was $408 milliomda$406



million as of December 31, 2005 and 2004, respelgtivn other noncurrent liabilities. The key
determinants of the accumulated postretirementfiierigigation (“APBO”) are the discount rate arde
healthcare cost trend rate. The healthcare cosd tee has a significant effect on the reportedunts of APB(C
and related expense. For example, increasing thiéhlbare cost trend rate by one percentage poiddh year
would increase the APBO at December 31, 2005, la@@®05 postretirement benefit cost by approxirgibl
million and less than $1 million, respectively, adetreasing the healthcare cost trend rate by erceptage
point in each year would decrease the APBO at Dbeel, 2005 and the 2005 postretirement beneditlmp
approximately $5 million and less than $1 millioespectively. (See Note 17 to the consolidatechfire
statements).

Accounting for Commitments and Contingencies

We are subject to a number of legal proceedingsués, claims, and investigations, incidentalhe t
normal conduct of our business, relating to antutiog product liability, patent and intellectuabperty,
commercial, contract, antitrust, past waste dispmsetices, release of chemicals into the envirentnand
employment matters, which are handled and defemdttgk ordinary course of business. Managementrrelyt
assesses the likelihood of any adverse judgmerdatoomes to these matters as well as ranges bapi®and
reasonably estimable losses. Reasonable estimatgdge judgments made by management after consgleri
broad range of information including: notificatiomemands, settlements which have been receivaddro
regulatory authority or private party, estimatedfqrened by independent consultants and outsidessiun
available facts, identification of other potentjalesponsible parties and their ability to conttéyuas well as
prior experience. A determination of the amourliogk contingency required, if any, is assesseddoraance
with SFAS No. 5 “Contingencies and Commitmefitand recorded if probable and estimable afteetur
analysis of each individual matter. The requireskrees may change in the future due to new devedasin
each matter and as additional information beconaadble. (See Note 25 to the consolidated findncia
statements).

CNA Holdings, which included the U.S. business mmmmducted by the Ticona segment, along with Shell
Oil Company (“Shell”) and E. I. du Pont de Nemswand Company (“DuPont”) and others, has been a
defendant in a series of lawsuits, including a neindj class actions, alleging that plastics martufad by thes
companies that were utilized in the productionlafibing systems for residential property were difecor
caused such plumbing systems to fail. CNA Holdings accrued its best estimate of its share oflthmalpng
actions. At December 31, 2005 and 2004, accruale $@8 million and $73 million, respectively, fdrig matter
of which $6 million and $11 million, respectivelre included in current liabilities. Managementédeds that
the plumbing actions are adequately provided fahéenconsolidated financial statements. Howevexgifwere
to incur an additional charge for this matter, saatharge would not be expected to have a matatiadrse
effect on the financial position, but may have derial adverse effect on our results of operatimnsash flows
in any given accounting period. The Predecessecsivables relating to the anticipated recoveriesfthird
party insurance carriers for this product liabilityatter are based on the probability of collectiarthe
settlement agreements reached with a majorityefrteurance carriers whose coverage level excéeds t
receivables and based on the status of currenisisms with other insurance carriers. As of Decan3i, 200!
and 2004, insurance claims receivables were $2Bbmand $75 million, respectively. Collectibiligould vary
depending on the financial status of the insuraacgers.

Nutrinova Inc., a U.S. subsidiary of Nutrinova Ntibn Specialties & Food Ingredients GmbH, a whelly
owned subsidiary of ours and the Predecessorrig fmavarious legal proceedings in the United &aCanada
and Europe alleging Nutrinova Inc. engaged in ufudanticompetitive behavior which affected thelstes
markets while it was a whollgwned subsidiary of Hoechst. In accordance withdégraerger agreement betw:
Hoechst and CAG, which became effective Octobe®18RG, the successor to Hoechst’s sorbates bissines
was assigned the obligation related to these nsatttywever, Hoechst agreed to indemnify CAG for 8%
payments for such obligations. Expenses relatékigo
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matter are recorded gross of any such recoveies fioechst while the recoveries from Hoechst, which
represents 80% of such expenses, are recordedylt@shareholders’ equity, net of tax, as a dbotion of
capital.

Based on the advice of external counsel and awesighe existing facts and circumstances relatinthe
sorbates matter, including the status of governnmseistigations, as well as civil claims filed asettled, we an



the Predecessor has remaining accruals of $12Bmidhd $145 million at December 31, 2005 and 2004,
respectively, for the estimated loss relative te thatter. This amount is included in current lidiles at
December 31, 2005. Although the outcome of thigenainnot be predicted with certainty, managersdrest
estimate of the range of possible additional futasses and fines, including any that may resahnfr
governmental proceedings, as of December 31, 20b&tiveen $0 million and $9 million. The estimatadge
of such possible future losses is management’sdstishate based on advice of external counseldakiio
consideration potential fines and claims, bothl@wid criminal, that may be imposed or made in othe
jurisdictions. At December 31, 2005 and 2004, we tegceivables, recorded within current assetstinglao the
sorbates indemnification from Hoechst of $103 milland $116 million, respectively.

On February 7, 2001, Celanese International Cotjpor&‘CIC) filed a private criminal action for pant
infringement against China Petrochemical Develogn@amporation, or CPDC, alleging that CPDC infridge
CIC's patent covering the manufacture of acetid.aCIC also filed a supplementary civil brief whjéh view of
changes in Taiwanese patent laws, was subsequemierted to a civil action alleging damages agadDC
based on a period of infringement of ten years,112%00, and based on CPDC's own data and as rdfortke
Taiwanese securities and exchange commission. @&int was held valid by the Taiwanese patentaffdn
August 31, 2005 a Taiwanese court held that CPB@ged CIC’s acetic acid patent and awarded CIC
approximately $28 million for the period of 199%dhgh 1999. The judgment has been appealed. Weatill
record income associated with this favorable judgnoatil cash is received.

CAG, the Purchaser, as well as a former membeA@'€ board of management, are defendants in various
lawsuits in Germany instituted by minority sharelesk relating to the Purchaser’s acquisition ofGhés
Shares. While many of these lawsuits request taside shareholders’ resolutions in connection wigh
Domination Agreement, several minority shareholded initiated special award proceedings
( Spruchverfahren to increase the amounts of the fair cash compiemsgAbfindung) and of the guaranteed
fixed annual paymentAusgleich) offered under the Domination Agreement. As a ltasfithese proceedings,
the amount of the fair cash consideration and treranteed fixed annual payment offered under thaibBation
Agreement could be increased by the court so thatiaority shareholders, including those who haleady
tendered their shares into the mandatory offerteve received the fair cash compensation, coulthdlze
respective higher amounts. Although the court diset all of these proceedings in March 2005 omgitbends
of inadmissibility, the dismissal has been appealed

Based upon the information available as of the dathis annual report, the outcome of the foregoin
proceedings cannot be predicted with certaintyefednination of the amount of loss contingency el if
any, is assessed in accordance with SFAS NoCbritingencies and Commitmetitand recorded if probable
and estimable after careful analysis of each inldiai matter. The required reserves may changeeifutiare dut
to new developments in each matter and as additioftamation becomes available.

Business Combinations

Upon closing an acquisition, we estimate the falugs of assets and liabilities acquired as soon as
practicable. Given the time it takes to obtain iperit information to finalize the acquired companialance
sheet (frequently with implications for the purchasice of the acquisition), then to adjust theuaemg
company’s accounting policies, procedures, bookisraoords to our standards, it is often severattqumbefore
we are able to finalize those initial fair valu¢imates. Accordingly, it is not uncommon for théiad estimates
to be subsequently revised. The judgements madet@rmining the estimated fair value assigned th etass
of assets acquired and liabilities assumed, asagedisset lives, can materially impact Net earnflugs). (See
Notes 1 and 2 to the consolidated financial states)¢
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Captive Insurance Companies

We consolidate two wholly owned insurance compatfites “Captives”). The Captives are a key
component of our global risk management programedsas a form of self-insurance for property, ligp and
workers compensation risks. The Captives issugamse policies to our subsidiaries to provide cstasit
coverage amid fluctuating costs in the insurancekaetand to lower long-term insurance costs by dingi or
reducing commercial carrier overhead and reguldeg. The Captives issue insurance policies aotowate
claims handling services with third party serviceyiders. They retain risk at levels approved byagement
and obtain reinsurance coverage from third pattidsnit the net risk retained. One of the Captie¢so insures



certain third party risks.

The assets of the Captives consist primarily ofketable securities and reinsurance receivables.
Marketable securities values are based on quotekietnarices or dealer quotes. The carrying valuthef
amounts recoverable under the reinsurance agresmpptoximate fair value due to the short-term neatd
these items.

The liabilities recorded by the Captives relatéi® estimated risk of loss recorded by the Captiwbich is
based on management estimates and actuarial vadsagind unearned premiums, which represent thopaf
the premiums written applicable to the terms offibkcies in force. The establishment of the primridor
outstanding losses is based upon known facts derpietation of circumstances influenced by a varié
factors. In establishing a provision, managemensicters facts currently known and the current sthtaws
and litigation where applicable. Liabilities areognized for known claims when sufficient inforneetihas bee
developed to indicate involvement of a specifidgohnd management can reasonably estimate thaitity. In
addition, liabilities have been established to cadgditional exposure on both known and unasseiftachs.
Estimates of the liabilities are reviewed and updaegularly. It is possible that actual resultsidaliffer
significantly from the recorded liabilities.

The Captives use reinsurance arrangements to réldeiceisk of loss. Reinsurance arrangements hewev
do not relieve the Captives from their obligatit@$olicyholders. Failure of the reinsurers to hotheir
obligations could result in losses to the CaptiVd®e Captives evaluate the financial conditionh&dit reinsurers
and monitor concentrations of credit risk to mirdmtheir exposure to significant losses from reiasu
insolvencies and establish allowances for amousgsng:d non-collectable.

Forward-Looking Statements May Prove Inaccurate

This Annual Report contains certain forward-lookstgtements and information relating to us that are
based on the beliefs of our management as weagm@ptions made by, and information currently add to,
us. These statements include, but are not limdgedtatements about our strategies, plans, obgstiv
expectations, intentions, expenditures, and assangéand other statements contained in this praspdiat are
not historical facts. When used in this documermtrds such as “anticipate,” “believe,” “estimat” “expect,”
“intend,” “plan” and “project” and similar expressions, as they relate to us are intended tifgdorward-
looking statements. These statements reflect auecviews with respect to future events, areguatrantees ¢
future performance and involve risks and uncerigsgrihat are difficult to predict. Further, certéonward-
looking statements are based upon assumptionsfasite events that may not prove to be accurate.

Many factors could cause our actual results, peréorce or achievements to be materially differemnfr
any future results, performance or achievementsiag be expressed or implied by such forward-logki
statements. These factors include, among othegghin

< changes in general economic, business, poliicdiregulatory conditions in the countries or oegi
in which we operate;

» the length and depth of product and industryiriess cycles particularly in the automotive, eleatr
electronics and construction industries;

« changes in the price and availability of raw entls, particularly changes in the demand forp§up
of, and market prices of fuel oil, natural gas,Icebectricity and petrochemicals such as ethylene,
propylene and butane, including changes in prodogajuotas in OPEC countries and the deregulation
of the natural gas transmission industry in Europe;
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the ability to pass increases in raw materiadgs on to customers or otherwise improve margins
through price increases;



the ability to maintain plant utilization rates atodmplement planned capacity additions and
expansions;

« the ability to reduce production costs and imprproductivity by implementing technological
improvements to existing plants;

« the existence of temporary industry surplus potidn capacity resulting from the integration and
start-up of new world-scale plants;

* increased price competition and the introductbnompeting products by other companies;

< the ability to develop, introduce and marketowative products, product grades and applications,
particularly in the Ticona and Performance Prodsetgments of our business;

* changes in the degree of patent and other fgétction afforded to our products;

e compliance costs and potential disruption ogrintption of production due to accidents or other
unforeseen events or delays in construction ofifigs;

< potential liability for remedial actions undedigting or future environmental regulations;

« potential liability resulting from pending ortfue litigation, or from changes in the laws, redigns
or policies of governments or other governmentéVaies in the countries in which we operate;

e changes in currency exchange rates and interes;

« changes in the composition or restructuringobuour subsidiaries and the successful completion
acquisitions, divestitures and venture activities;

< inability to successfully integrate current datlire acquisitions;

« pending or future challenges to the Dominatigreement; and

* various other factors, both referenced and ef@renced in this document.

Many of these factors are macroeconomic in natudeaae, therefore, beyond our control. Should ane o
more of these risks or uncertainties materializeshould underlying assumptions prove incorrect,amtual
results, performance or achievements may vary ma#ltefrom those described in this Annual Report as
anticipated, believed, estimated, expected, intgnglanned or projected. We neither intend nor mssany
obligation to update these forward-looking statetsiemhich speak only as of their dates.

ltem 7A. Quantitative and Qualitative Disclosws@bout Market Risl
Market Risks

We are exposed to market risk through commerciadiferancial operations. Our market risk consists
principally of exposure to currency exchange ratesyest rates and commodity prices. We haveaoel
policies of hedging against changes in currencyange rates, interest rates and commodity pricdessibed
below. Contracts to hedge exposures are accountethfler SFAS No. 133\ccounting for Derivative
Instruments and Hedging Activitiamended by SFAS No. 138¢ccounting for Certain Derivative Instruments



and Certain Hedging Activitiesnd SFAS No. 148imendment of Statement 133 on Derivative Instrusnent
and Hedging Activities (See Note 24 to the consolidated financial states).

Foreign Exchange Risk Management

We and the Predecessor have receivables and payhieminated in currencies other than the funation
currencies of the various subsidiaries, which eréateign exchange risk. For the purposes of tbeudhent, the
Predecessor’s reporting currency is the U.S. dddiad the functional reporting currency of CAG donés to be
the euro. The U.S. dollar, the euro, Mexican p@&apanese yen, British pound sterling, and Canattiiar are
the most significant sources of currency risk. Adaagly, we
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enter into foreign currency forwards and swaps igimize our exposure to foreign currency fluctuatoThe
foreign currency contracts are designated for reizegl assets and liabilities and forecasted tradiosec The
terms of these contracts are generally under oae @ar centralized hedging strategy states thaigo
currency denominated receivables or liabilitiesorded by the operating entities will be interndisdged, only
the remaining net foreign exchange position willrttbe hedged externally with banks. As a resulgidm
currency forward contracts relating to this certesd strategy did not meet the criteria of SFAS N28 to
qualify for hedge accounting. Net foreign curretrgynsaction gains or losses are recognized onrttierlying
transactions, which are offset by losses and gaiased to foreign currency forward contracts.

On June 16, 2004, as part of our currency risk mamnt, we entered into a currency swap with aertai
financial institutions. Under the terms of the sveagangement, we will pay approximately/3€million in interes
and receive approximately $16 million in interesteach June 15 and December 15 (with intereshéofitst
period prorated). Upon maturity of the swap agrege June 16, 2008, we will pay approximately €276
million and receive approximately $333 million. \Wesignated the swap, part of its senior euro tean bnd a
euro note as a net investment hedge (for accouptingoses) in the fourth quarter of 2004. At Decendi,
2005 and 2004, the effects of the swap resulteshimcrease in total liabilities of $4 million a687 million,
respectively. The loss related to the swap wasill®n and $21 million for the year ended DecemBgr 2005
and the nine months ended December 31, 2004, aiv@8 million in 2005 and $14 million in 2004 idated to
the ineffectiveness of the net investment hedge.

Contracts with notional amounts totaling approxieha$564 million and $288 million at December 31,
2005 and 2004, respectively, are predominantlyurog, British pound sterling, Japanese yen, anadian
dollars. Most of the our foreign currency forwahtracts did not meet the criteria of SFAS No. fi8gualify
for hedge accounting. We recognize net foreignemay transaction gains or losses, which were offgdtsses
and gains related to foreign currency forward cacts. At December 31, 2005 our foreign currencwéod
contracts resulted in an decrease in total as§&4 million and a decrease in total liabilities®sf million. For
the year ended December 31, 2004, our foreign meyréorward contracts resulted in a decrease al tsets
and an increase in total liabilities of $42 milliand $2 million, respectively. As of December 3002 and 200«
these contracts, in addition to natural hedgesydedpproximately 100% of our net receivables held
currencies other than the entities’ functional enay for our European operations. Related to tteedged
portion during the period, a net gain (loss) ofragpnately $20 million, ($2) million and $4 milliofiom
foreign exchange gains or losses was recordechtr atcome (expense), net for the six months ended
December 31, 2005, for the nine months ended DeeeB1h 2004 and the three months ended March 31,20
respectively. During 2003, the Predecessor’s foreigrrency forward contracts resulted in a decreassal
assets and of $8 million and an increase in tahllities of $1 million. As of December 31, 200Bese
contracts hedged a portion (approximately 85%hefRredecessor’s U.S. dollar denominated intercagnpat
receivables held by euro denominated entities.tBele the unhedged portion, a net loss of appratain $14
million from foreign exchange gains or losses wamrded to other income (expense), net in 2003.

A substantial portion of our assets, liabilitiesyenues and expenses is denominated in currertbiestbar
U.S. dollar, principally the euro. Fluctuationglie value of these currencies against the U.Sadqgdarticularly
the value of the euro, can have, and in the pas had, a direct and material impact on the busiaed
financial results. For example, a decline in thizeaf the euro versus the U.S. dollar, resulis decline in the
U.S. dollar value of our sales denominated in earabearnings due to translation effects. Likewageincrease
in the value of the euro versus the U.S. dollarideesult in an opposite effect. We estimate thatttanslation
effects of changes in the value of other currenaggnst the U.S. dollar increased net sales byoappately 0%
and decreased total assets by approximately 6%hdoyear ended December 31, 2005, increased mst isal



approximately 3% and increased total assets byoappately 3% for the nine months ended December 31,
2004. Net sales increased by approximately 7%hferyear ended December 31, 2003. The Predecessor
estimated that the translation effects of changéke value of other currencies against the U.8adimcreased
net sales by approximately 6% for the three moatiteed March 31, 2004 and by approximately 7% ferytar
ended December 31, 2003. The Predecessor alsaesdithat the translation effects of changes irvéthee of
other
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currencies against the U.S. dollar decreased dst#ts by approximately 1% for the three montheehdiarch
31, 2004 and increased total assets by approxiyna®elin 2003. Exposure to transactional effectsiither
reduced by a high degree of overlap between thewrcies in which sales are denominated and themcigs in
which the raw material and other costs of goodd acd denominated.

As of December 31, 2005, we had total debt of $B8lion, of which $614 million (€520 million) isuro
denominated debt. A 1% increase in foreign exchaas would increase the euro denominated de$6by
million. As of December 31, 2005, we had total cas#390 million, of which approximately $79 milhq€67
million) is euro denominated cash. A 1% decreaderigign exchange rates would decrease the euro
denominated cash by $1 million. For the year eridlecember 31, 2005, the euro denominated cash wWaseé
substantially by the purchase of the additional C#k@res from two shareholders, including other
considerations, as well as the acquisition of Vinohkamnd Acetex and the redemption of Acetex’s debt.

Interest Rate Risk Management

We may enter into interest rate swap agreementsdiece the exposure of interest rate risk inhareatir
outstanding debt by locking in borrowing rates ¢hiave a desired level of fixed/floating rate ddbpending on
market conditions. At December 31, 2005, the Swsmrdsad an interest rate swap with a notional armofun
$300 million. At December 31, 2004, the Successar o interest rate swap agreements in place. The
Predecessor had open interest rate swaps withianabamount of $200 million at December 31, 2083he
second quarter of 2004, the Successor recordesbafdess than $1 million in Other income (expégnset
associated with the early termination of its $200ion interest rate swap. During 2003, the Predsoe
recorded a loss of $7 million in Other income (eng®, net, associated with the early terminatioongf of its
interest rate swaps. The Successor recognizedteeest expense from hedging activities relatinopterest rate
swaps of $3 million and $1 million for the year eddDecember 31, 2005 and the nine months endechibece
31, 2004, respectively. The Predecessor recogmigethterest expense from hedging activities ne¢ato
interest rate swaps of $2 million and $11 millian the three months ended March 31, 2004 and thegreled
December 31, 2003, respectively. The Predecessorded a net gain (loss) of less than ($1) milkonl $2
million in Other income (expense), net of the ieeffve portion of the interest rate swaps, durhrgythree
months ended March 31, 2004 and the year endedhibere31, 2003, respectively.

On a pro forma basis as of December 31, 2005, weapproximately $1,900 million of variable rate teb
A 1% increase in interest rates would increase annterest expense by approximately $19 million.

Commodity Risk Management

Our policy for the majority of our natural gas dandane requirements allows entering into supply
agreements and forward purchase or cash-settlepl @wdracts. Fixed price natural gas forward cansrare
principally settled through actual delivery of fhieysical commodity. The maturities of the cashlesdtswap
contracts correlate to the actual purchases ofdhemodity and have the effect of securing preddterchprices
for the underlying commodity. Although these coatsaare structured to limit our exposure to incesas
commodity prices, they can also limit the poteribahefit we might have otherwise received from dases in
commodity prices. These cash-settled swap contesietaccounted for as cash flow hedges. Realized gad
losses on these contracts are included in theofdlse commodity upon settlement of the contrabe T
Successor recognized losses of less than $1 milioon natural gas swaps and butane contracts éoyehar
ended December 31, 2005 and the nine months eneeehiber 31, 2004. The Predecessor recognized losses
$1 million and $3 million from natural gas swapsl dnutane contracts for the three months ended Maikch
2004 and the year ended December 31, 2003, reggigctlhere was no material impact on the balaheetsat
December 31, 2005 and 2004. There were no unrdaliaims and losses associated with the cash-settied
contracts as of December 31, 2005 and 2004. Wadtitiave any open commodity swaps as of December 31
2005 and 2004.
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Item 8. Financial Statements and Supplementargt®

The Company’s consolidated financial statementssaipghlementary data are included in pagéstirougl
F-93 of this Annual Report on Form 10-K. See accanying “Item 15. Exhibits and Financial Statement
Schedules" and Index to the consolidated finarst&tements on page F-1.
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Quarterly Financial Information

CELANESE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Successor
Three Months  Three Months Three Months Three Months
Ended Ended Ended Ended
March 31, June 30, September 30, December 31
2005 2005 2005 2005

(in $ millions except for share and per share data)

(unaudited)

Net sales 1,47¢ 1,50¢ 1,53¢ 1,551
Cost of sale: (1,106 (1,165 (1,257) (1,257)
Gross margir 372 341 284 30C
Selling, general and administrative exper (159) (13%) (144) (129
Research and development exper (23) (23) (22) (23)
Special charge:

Insurance recoveries associated with plumbing ¢ — 4 — 30

Restructuring, impairment and other special cha (38) (32) (24) (14
Foreign exchange gain (loss), | 3 @ 2 =
Gain (loss) on disposition of ass 1 (3) 1 (9)

Operating profii 15€ 152 93 16C
Equity in net earnings of affiliate 15 12 21 13
Interest expens (17¢€) (68) (72) (72)
Interest incomt 15 9 7 7
Other income, ne 3 18 26 42

Earnings from continuing operations before tax anglority

interests 13 123 75 151

Income tax benefit (provisior (8) (43) (26) 20
Earnings from continuing operations before minoiitgrests 5 80 49 171
Minority interests (25) (13) 3) 4
Earnings (loss) from continuing operatic (20) 67 46 17t
Earnings (loss) from discontinued operatic

Income (loss) from operation of discontinued operest 10 — 1) —

Gain (loss) on disposal of discontinued operat — — — —



Income tax benefit (provisior — —

Earnings (loss) from discontinued operatir 10 — (1) —
Cumulative effect of changes in accounting prirespinet of incom

tax — _ —

Net earnings (loss (10) 67 45 17E
Cumulative declared and undeclared preferred stodédend 2 2 (3) (3)
Net earnings (loss) available to common sharehs (12) 65 42 172
Earnings (loss) per common sh- basic:

Continuing operation (0.15) 0.41 0.27 1.0¢

Discontinued operatior 0.07 — (0.07) —
Net earnings (loss) available to common sharehs (0.0¢) 0.41 0.2€ 1.0¢€
Earnings (loss) per common sh- diluted:

Continuing operation (0.15) 0.3¢ 0.27 1.0z

Discontinued operatior 0.07 — (0.07) —
Net earnings (loss) available to common sharehs (0.0¢) 0.3¢ 0.2€ 1.0z
Weighted average shar- basic 141,742,42 158,530,39 158,546,59 158,560,62
Weighted average shar- diluted: 141,742,42 170,530,39 171,930,27 171,528,59
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CELANESE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
Predecessor Successor
Three Months  Three Months  Three Months Three Months
Ended Ended Ended Ended
March 31, June 30, September 30, December 31
2004 2004 2004 2004

(in $ millions except for share and per share data)

(unaudited)

Net sales 1,21¢ 1,202 1,23¢ 1,30¢
Cost of sale: (983) (1,038) (985) (1,006)
Gross margir 23t 167 254 297
Selling, general and administrative exper (13€) (125) (159 (219)
Research and development exper (23) (22) (23) (22)
Special charge:

Insurance recoveries associated with plumbing ¢ — 2 D —

Restructuring, impairment and other special changet (28) Q) (49 (33
Foreign exchange lo: = — @) (€]
Gain (loss) on disposition of ass 1) — 2 1

Operating profii 47 21 28 23
Equity in net earnings of affiliate 12 18 17 1
Interest expens (6) (130) (98) (72)
Interest incomt 5 7 8 9
Other income (expense), r 9 (24 17 (5)

Earnings from continuing operations before tax amority



interests 67 (20¢) (29 (44)

Income tax provisiol (15) (10) (48) (12)
Earnings (loss) from continuing operations befomearity
interests 52 (11¢) (76) (56)
Minority interests — (10) 8 (6)
Earnings (loss) from continuing operatic 52 (12¢) (68) (62)

Earnings (loss) from discontinued operatic

Loss from operation of discontinued operati — 3 4 6
Gain (loss) on disposal of discontinued operat 14 — — (1)
Income tax benefi 12 — 1 —
Earnings (loss) from discontinued operatir 26 3 3 5
Net earnings (loss 78 (125) (71) (57)
Net earnings (loss) per common sh- basic 1.5¢ (1.2€) (0.77) 0.57
Net earnings (loss) per common sh- diluted 1.57 (1.2€) (0.77) 0.57
Weighted average shar- basic: 49,321,46 99,377,88 99,377,88 99,377,88
Weighted average shar- diluted: 49,712,42 99,377,88 99,377,88 99,377,88
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Item 9. Changes in and Disagreements with Accountants orcéenting and Financial Disclosure

None.

Item 9A. Controls and Procedures

In connection with the audit of our financial statnts as of and for the nine months ended Dece8&iher
2004, we identified a material weakness in ourrirdkcontrols for the same period. On March 30,3200
received a letter from KPMG, our independent audjteho also identified the same material weakaesisa
second material weakness in the course of theit.allte additional material weakness identifieddkBMG
related to several deficiencies in the assessnidrddge effectiveness and documentation. The reduir
adjustments were made in the proper accountinggeeixcept for one immaterial hedging transactijnsted
during the quarter ended June 30, 2005. The mhteg@kness identified by KPMG and the Company eeldb
conditions preventing its ability to adequatelyemsh, document, review and draw conclusions oawating
and reporting matters, which had previously resuibeadjustments that had to be recorded to prement
financial statements from being materially misstatehe conditions largely related to significardrigases in the
frequency of, and the limited number of personwreilable to address, complex accounting matters and
transactions and as a result of the consummatisimfltaneous debts and equity offerings duringyer-end
closing process. We do not believe that the adjestsimade in connection with these material weaasekad
any material impact on previously reported finahititormation. In response to the letter from KPMG@h
respect to the first material weakness identifiedva, we organized a team responsible for theiiitzatton and
documentation of potential derivative accountirapgactions and commenced and concluded formairtgafior
team members specifically related to derivativeoaating. With respect to the second material wes&ne
identified above, we hired certain qualified acdingpersonnel which should ensure that we wilabke to
adequately research, document, review and condndecounting and reporting matters. Both material
weaknesses were identified during our Decembe2@04 year-end closing process and we believe thdtave
remediated these material weaknesses as of Dec&hb2005.

In September 2005 we identified a significant deficy in internal controls relating to sales to mies
and other parties that are or have previously lsebfect to sanctions and embargoes imposed by.the U
government. This significant deficiency was iddatifas a result of an internal investigation thasntiated in
connection with the SEC review of a registraticatesnent. We have taken immediate corrective actidrish
include a directive to senior business leaderistdihat they are prohibited from selling produot® certain
countries subject to these trade restrictions,&lsag making accounting systems modifications pinavent the
initiation of purchase orders and shipment of patsitio these countries. Also, we plan to enhanedtisiness



conduct policy training in the area of export cohtAlthough as of December 31, 2005 this significa
deficiency has not been fully remediated, we belithat we have taken remediation measures thag, foilg
implemented, will be effective in eliminating thdeficiency.

Celanese Corporation ("Celanese"), under the sigi@nvand with the participation of Celanese’s
management, including the chief executive offi€EQ) and chief financial officer (CFO), performead a
evaluation of the effectiveness of Celanese’s ¢ldisure controls and procedures” (as defined ifeRi3a-15(e)
under the Securities Exchange Act of 1934, as aptk(ttie “34 Act”)) as of December 31, 2005. Dizslire
controls and procedures are defined as controlotred procedures of an issuer that are designedswore that
information required to be disclosed by the issnehe reports that it files or submits under tHeA2t is
recorded, processed, summarized and reported withitime periods specified in the rules and foafnthe
Securities and Exchange Commission. Based on this&tion, and as a result of the remediation efrttaterial
weaknesses completed during the period coverediynhnual Report, Celanese’s CEO and CFO concluded
that, as of December 31, 2005, the end of the gedwered by this Annual Report, Celanese’s discs
controls and procedures were effective for gatlger@malyzing and disclosing the material informat@elanese
is required to disclose in the reports it files enthe 34 Act, within the time periods specifiedhe rules and
forms of the Securities and Exchange Commessionefibas discussed above, there have been no sanific
changes in Celanese’s “internal controls overtiitial reporting” (as defined in Rule 13a-15(f) endhe
34 Act, as amended)

116

during the period covered by this Annual Report tieve materially affected, or are reasonably ¥ikel
materially affect, internal controls over financiaporting.

We are in the process of implementing changesémgthen our internal controls. In addition, while
have taken actions to address these deficiencttsvaaknesses, additional measures may be necesshtiies:
measures along with other measures we expecteaadaknprove our internal controls may not be sigfit to
address the issues identified by us or ensureptivahternal controls are effective. If we are ueaib correct
existing or future deficiencies or weaknesses tiarival controls in a timely manner, our abilityrézord,
process, summarize and report financial informatvithin the time periods specified in the rules &mans of
the SEC will be adversely affected. This failureldomaterially and adversely impact our business fimancial
condition and the market value of our securitiasaddition, there could be a negative reactioméfinancial
markets due to a loss of confidence in reliabidityuture financial statements and SEC filings.

Beginning with the fiscal year ending DecemberZ106, Section 404 of the Sarbanes-Oxley Act will
require us to include an internal control report@nagement with our Annual Report on Form 10-Ke Th
internal control report must contain (1) a statemeémanagement’s responsibility for establishimgl a
maintaining adequate internal control over finah@aorting for us, (2) a statement identifying fremework
used by management to conduct the required evaluafithe effectiveness of our internal control ofieancial
reporting, (3) management’s assessment of theteff@ess of our internal control over financialogng as of
the end of our most recent fiscal year, includirgjaement as to whether or not our internal cootrer
financial reporting is effective, and (4) a statetthat our independent auditors have issued astatton report
on management’s assessment of our internal comteslfinancial reporting.

In connection therewith, we are currently perforgnihe system and process evaluation and testingreel
(and any necessary remediation) in an effort topdgwith the management certification and auditbestation
requirements of Section 404. In the course of aigoing Section 404 evaluation, we have identifiezha of
internal controls that may need improvement, aad pb design enhanced processes and controls tesadd
these and any other issues that might be identilfiexigh this review. As we are still in the evaloa process,
we may identify other conditions that may resulsignificant deficiencies or material weaknesseh@future.

We cannot be certain as to the timing of completibaur evaluation, testing and any remediatioiasto!
the impact of the same on our operations. If wenateable to implement the requirements of Sectidh in a
timely manner or with adequate compliance or odependent auditors are not able to certify asdo th
effectiveness of our internal control over finahceporting, we may be subject to sanctions or stigation by
regulatory authorities, such as the SecuritiesEammhange Commission. As a result, there could hegative
reaction in the financial markets due to a lossasffidence in the reliability of our financial statents. In
addition, we may be required to incur costs in ioworg our internal control system and the hiringadtlitional
personnel. Any such action could negatively aftagtresults.
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Item 9B. Other Information

On March 30, 2006, Celanese Corporation entereddmendment No. 2 to the Third Amended and
Restated Shareholders' Agreement, dated as of &c3dbh 2005, as amended (the "Agreement"), by amzhg
Celanese Corporation, Blackstone Capital Partrigagrfian) Ltd. 1 ("BCP 1"), Blackstone Capital Parsne
(Cayman) Ltd. 2 ("BCP 2"), Blackstone Capital Partn(Cayman) Ltd. 3 ("BCP 3" and, together with BCP
and BCP 2 and their respective successors and tiedrassigns, the "Blackstone Entities") and BAi@ép
Investors Sidecar Fund, L.P., a Cayman Islandgdumpartnership ("BACI") pursuant to which, amorigey
things, the parties agreed to remove BACI as ayparsuch agreement and to terminate the proxyipusiy
granted by BACI to BCP 1 to vote the shares ofé3efi Common Stock owned by BACI in all matters¢o b
acted upon by stockholders of Celanese Corporatioihvrequirement for notice regarding changes inesship
obligation. Accordingly, BCP 1 no longer has arghtito vote the shares of Series A Common Stockeowviry
BACI. To the knowledge of Celanese Corporation,rthmber of shares of Series A Common Stock heldhéy
Blackstone Entities and BACI has not changed sihediling of the most recent amendment to the Suale
13D or as a result of entering into the Agreem&he Agreement is filed as an exhibit to this report
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PART 1lI

Item 10. Directors and Executive Officers of the Registrant

The information required by this Iltem 10 is incorgted herein by reference from the section captione
“Corporate Governance”, "Our Management Team d d8ection 16(a) Beneficial Ownership Reporting
Compliance” of the Company’s definitive proxy statent for the 2006 annual meeting of stockholdetzet
filed not later than April 30, 2006 with the Sec¢ia$ and Exchange Commission pursuant to Reguladén
under the Securities Exchange Act of 1934, as aete(ttie “2006 Proxy Statement”).
ltem 11. Executive Compensation

The information required by this Iltem 11 is incorgted by reference from the section captioned
“Executive Compensation” of the 2006 Proxy Staterh
Item 12. Security Ownership of Certain Beneficial Owners aiianagement and Related Stockholder
Matters

The information required by this Iltem 12 is incargted by reference from the section captioned £&to
Ownership Information” of the 2006 Proxy Statement
Item 13. Certain Relationships and Related Transactions

The information required by this Item 13 is incorgted by reference from the section captioned té&er
Relationships and Related Party Transactions’hef2006 Proxy Statement.

Item 14. Principal Accounting Fees and Services

The information required by this Iltem 14 is incargted by reference from the section captioned
“Ratification of Independent Auditors—Audit and Rted Fees” of the 2006 Proxy Statement.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

1. Financial Statements The reports of our independent registeredipuataicounting firm and our
consolidated financial statements are listed belod/begin on page F-1 of this Annual Report on FborK.

Page Number

Reports of Independent Registered Public Accourfing F-2
Consolidated Statements of Operati F-4
Consolidated Balance She F-5
Consolidated Statements of Stockhol’ Equity (Deficit) F-6
Consolidated Statements of Cash Fl¢ F-7
Notes to Consolidated Financial Stateme F-8

2.  Financial Statement Schedul

The financial statement schedules required byitiis are included as an Exhibit to this Annual
Report on Form 10-K.

3. Exhibit List.

See Index to Exhibits following our consolidatenkfincial statements contained in this Annual Report
on Form 10-K.

PLEASE NOTE: It is inappropriate for readers toumss the accuracy of, or rely upon any covenants,
representations or warranties that may be containagreements or other documents filed as Exhibjter
incorporated by reference in, this Annual Reporty Auch covenants, representations or warrantigshanee
been qualified or superseded by disclosures casdamseparate schedules or exhibits not filed with
incorporated by reference in this Annual Reporty medlect the parties’ negotiated risk allocatiarthe
particular transaction, may be qualified by mat#yistandards that differ from those applicabledecurities
law purposes, and may not be true as of the datgésoAnnual Report or any other date and may Ibgestito
waivers by any or all of the parties. Where exkilaitd schedules to agreements filed or incorpoiated
reference as Exhibits hereto are not includedeéserexhibits, such exhibits and schedules to agnetsnare not
included or incorporated by reference herein.
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Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigt
has duly caused the report to be signed on itslbiephshe undersigned, thereunto duly authorized.

CELANESE CORPORATION

By: /s/ David N. Weidman

Name: David N. Weidman
Title: Chief Executive Officer,




President and Directc
Date: March 31, 2006

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed dy th
following persons in the capacities and on theslatdicated.

Signature Title Date
/s/ Chinh E. Chu Chairman of the Board of Directors March 31, 2006
Chinh E. Chu
/s/ David N. Weidman Chief Executive Officer (Prijpal March 31, 2006
I ©ccutive Oficer), President
David N. Weidman Director
/sl John J. Gallagher Il Executive Vice Presidéitief March 31, 2006
I ivcncial Officer (Principa
John J. Gallagher IlI Financial Officer)
/s/ Steven M. Sterin Vice President, Controlleiir{Eipal March 31, 2006

Accounting Officer)
Steven M. Sterin

/s/ John M. Ballbach Director March 31, 2006

John M. Ballbach

/s/ James E. Barlett Director March 31, 2006

James E. Barlett

/sl Benjamin J. Jenkins Director March 31, 2006

Benjamin J. Jenkins

/s/ William H. Joyce Director March 31, 2006

William H. Joyce

/sl Anjan Mukherjee Director March 31, 2006

Anjan Mukherjee

/s/ Paul H. O’Neill Director March 31, 2006
Paul H. O'Neill
/s/ Hanns Ostmeier Director March 31, 2006

Hanns Ostmeier

/sl James A. Quella Director March 31, 2006

James A. Quella



/s/ Daniel S. Sanders Director March 31, 2006

Daniel S. Sanders
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders
Celanese Corporation:

We have audited the accompanying consolidated balsineets of Celanese Corporation and subsidiaries
(“Successor”) as of December 31, 2005 and 2004, the related consolidated statements of opegtion
shareholders’ equity (deficit), and cash flowstfoe year ended December 31, 2005 and the nine-npemnitd
ended December 31, 2004. These consolidated fialesteitements are the responsibility of the Comjzany
management. Our responsibility is to express aniopion these consolidated financial statementedas our
audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighago
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether the financial statements are free of malterisstatement. An audit includes examining, ¢@sa basis,
evidence supporting the amounts and disclosuréiifinancial statements. An audit also includegssing the
accounting principles used and significant estismateade by management, as well as evaluating thralbve
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetagrferred to above present fairly, in all matenégpects, the
financial position of Celanese Corporation and &libges as of December 31, 2005 and 2004, andethdts of
their operations and their cash flows for the yaated December 31, 2005 and the nine-month penideide
December 31, 2004, in conformity with U.S. gengralicepted accounting principles.

As discussed in Notes 1 and 2 to the consolidateah€ial statements, effective April 1, 2004 (awsamence
date for the April 6, 2004 acquisition date), asdiary of Celanese Corporation acquired 84.3%ef t
outstanding stock of Celanese AG in a business owtibn. As a result of the acquisition, the coidated
financial information for the periods after the aisition is presented on a different cost basis that for the



periods before the acquisition and, thereforepiscomparable.

/s/ KPMG LLP
Short Hills, New Jersey
March 30, 2006
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Report of Independent Registered Public Accountingrirm

To the Supervisory Board
Celanese AG:

We have audited the accompanying consolidatednstatts of operations, shareholders’ equity, and tlasls
of Celanese AG and subsidiaries (“Predecessat'}lie three-month period ended March 31, 2004tlaagear
ended December 31, 2003 (“Predecessor perioddigse consolidated financial statements are the
responsibility of the Company’s management. Oupoaesibility is to express an opinion on these cbdated
financial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighaiBlo
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esabasis,
evidence supporting the amounts and disclosurtrifinancial statements. An audit also includeessing the
accounting principles used and significant estimatade by management, as well as evaluating thalbve
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenégpects, the
results of operations and cash flows of CelaneseaA@subsidiaries for the Predecessor periodgrifoomity
with U.S. generally accepted accounting principles.

As discussed in Note 4 to the consolidated findrst&ements, Celanese AG and subsidiaries chengmd
using the last-in, first-out or LIFO method of d@téning cost of inventories at certain locationghe first-in,
first-out or FIFO method.

As discussed in Note 5 to the consolidated findrst&ements, Celanese AG and subsidiaries adéjedcial
Accounting Standards Board Interpretation No. 4éviRed), “Consolidation of Variable Interest Ert#—an
interpretation of ARB No. 51", effective Decemb&t, 2003.

We also have reported separately on the consatidetancial statements of Celanese AG and subsdidor
the year ended December 31, 2003. Those finartei@sents were presented using the euro as theingpo
currency.

/sl KPMG Deutsche Treuhand-Gesellschaft Aktieatigshaft Wirtschaftsprifungsgesellschaft

Frankfurt am Main, Germany

March 30, 2005, except as to Notes 4 (cash floms fliscontinued operation (revised)) and 6 (acéiiat@ment
discontinued operations), which are as of March2806
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CELANESE CORPORATION AND SUBSIDIARIES



CONSOLIDATED STATEMENTS OF OPERATIONS

Successo Predecesso
Nine Months Three Months
Year Ended Ended Ended Year Ended
December 31, December 31, March 31, December 31,
2005 2004 2004 2003

(in $ millions, except for share and per share daje

Net sales 6,07C 3,744 1,21¢ 4,48¢
Cost of sale: (4,777%) (3,026) (98%) (3,795
Gross margir 1,297 718 23t 69C
Selling, general and administrative exper (562) (497) (13¢€) (504)
Research and development exper (92) (67) (23) (89

Special (charges) gain

Insurance recoveries associated with plumbing ¢ 34 1 — 107
Sorbates antitrust matte — — — (95)
Restructuring, impairment and other special (chg)rgain: (207) (83) (28) a7)
Foreign exchange gain (loss), | — (3) — (4)
Gain (loss) on disposition of assets, (10) 3 1) 6
Operating profit 561 72 47 94
Equity in net earnings of affiliate 61 36 12 35
Interest expens (387) (300) (6) (49
Interest incomt 38 24 5 44
Other income (expense), r 89 (12) 9 48
Earnings (loss) from continuing operations befaredand
minority interests 362 (180) 67 172
Income tax provisiol (57) (70) (15) (45)
Earnings (loss) from continuing operations beforearity
interests 30E (250) 52 127
Minority interests (37) (8) — —
Earnings (loss) from continuing operatic 26¢ (258) 52 127

Earnings (loss) from discontinued operatic

Earnings (loss) from operation of discontinued afiens 9 5 — 23
Gain (loss) on disposal of discontinued operat — (0] 14 7
Income tax benefit (provisior — 1 12 (8)
Earnings (loss) from discontinued operatir 9 5 26 22
Cumulative effect of change in accounting principlet of income
tax of $1 million in 200% _ _ _ (1)
Net earnings (loss 277 (253) 78 14¢
Cumulative declared and undeclared preferred sioddend (10) — — _
Net earnings (loss) available to common sharehs 267 (253 78 14¢

Earnings (loss) per common sh~ basic:

Continuing operation 1.67 (2.60) 1.0t 2.57
Discontinued operatior 0.0€ 0.0t 0.5 0.44
Cumulative effect of change in accounting princ — — — (0.02)
Net earnings (loss) available to common sharehs L7E (2.55) 1.5¢ 2298

Earnings (loss) per common sh- diluted:
Continuing operation 1.61 (2.60) 1.0 2.57
Discontinued operatior 0.0€ 0.0t 0.52 0.44

Cumulative effect of change in accounting princ — — — (0.02)




Net earnings (loss) available to common sharehs 1.67 (2.55) 1.57 2.9¢

Weighted average shar- basic: 154,402,57 99,377,88 49,321,46 49,445,95
Weighted average shar- diluted: 166,200,04 99,377,88 49,712,42 49,457,14

See the accompanying notes to the consolidated firaal statements.
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CELANESE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

Successor
As of December  As of December
31, 31,
2005 2004
(in $ millions, except share amounts)
ASSETS
Current asset:
Cash and cash equivalel 39C 83¢
Receivables
Trade receivables, n 91¢ 84:
Other receivable 48( 67C
Inventories 661 604
Deferred income taxe 37 71
Other asset 91 86
Assets of discontinued operatic 2 39
Total current asse 2,57¢ 3,157
Investment: 77E 83¢
Property, plant and equipment, | 2,04(C 1,70z
Deferred income taxe 13¢ 54
Other asset 482 52%
Goodwill 94¢ 747
Intangible assets, n 481 40C
Total asset 7,44t 7,41(

LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)

Current liabilities:
Short-term borrowings and current installmentsoofg-term debt — third party ar

affiliates 15& 144
Trade payable-third party and affiliate 81C 71€
Other current liabilitie: 784 88¢
Deferred income taxe 36 20
Income taxes payab 22t 214
Liabilities of discontinued operatiol 3 13

Total current liabilities 2,01¢ 1,99¢

Long-term debi 3,28: 3,24:



Deferred income taxe 28t 25¢€

Benefit obligation:s 1,12¢ 1,00(C
Other liabilities 44C 51C
Minority interests 64 51¢

Commitments and contingenci

Shareholders' equity (deficit

Preferred stock, $0.01 par value, 100,000,000 sharthorized and 9,600,000

issued and outstanding as of December 31, — —
Series A common stock, $0.0001 par value, 400,000sbares authorized and

158,562,161 and 0 shares issued and outstandiofgecember 31, 2005 anc

2004, respectivel — —
Series B common stock, $0.0001 par value, 100,000s0ares authorized and (

and 99,377,884 shares issued and outstandingesceimber 31, 2005 and

2004, respectivel — —

Additional paic¢-in capital 337 15¢
Retained earnings (accumulated defi 24 (25%)
Accumulated other comprehensive income (loss) (126) 17)
Total shareholders' equity (defic 23k (112)
Total liabilities and shareholders' equity (deji 7,44t 7,41(

See the accompanying notes to the consolidated firaal statements.
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CELANESE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (DE FICIT)

Retained Accumulated Total
Additional Earnings Other Shareholders'
Preferred Common Paid-in (Accumulated  Comprehensive  Treasury Equity
Stock Stock Capital Deficit) Income (Loss) Stock (Deficit)

(in $ millions, except per share data)

Predecesso
Balance at December 31, 20 — 15C 2,66t (99) (527) (94) 2,09¢
Comprehensive income, net of ti

Net earning: — — — 14§ — — 14¢€

Other comprehensive incon

Unrealized gain (loss) on securit® — — — — 4 — 4
Foreign currency translatic — — — — 307 — 307
Unrealized gain on derivative contra® — — — — 6 — 6
Additional minimum pension liabilit() — — — — 12 — 12
Other comprehensive incor — — — — 32¢ — 32¢
Comprehensive inconr — — — — — — a77
Dividends ($0.48 per shar — — — (25) — — (29
Amortization of deferred compensati — — 5 — — — 5
Indemnification of demerger liabilit® — — 44 — — — 44

Purchase of treasury sto — — = — — (5 (15




Balance at December 31, 20 15C 2,71t 25 (19¢) (109) 2,582
Comprehensive income (loss), net of t
Net earning: — — 78 — — 78
Other comprehensive income (los
Unrealized gain (loss) on securit® — — — 7 — 7
Foreign currency translatic — — — (46) — (46)
Other comprehensive lo — — — (39) — (39
Comprehensive incorr — — — — — 39
Amortization of deferred compensati _ 1 _ _ _ 1
Balance at March 31, 20( 15¢C 2,71¢ 102 (237) (109) 2,62:
Successo
Contributed Capite — 641 — — — 641
Comprehensive income (loss), net of t
Net loss — — (25%) — — (253)
Other comprehensive income (los
Unrealized loss on securiti® — — — () — (]
Foreign currency translatic — — — 7 — 7
Unrealized gain on derivative contra® — — — 2 — 2
Additional minimum pension liabilit() — — — (19) — (19)
Other comprehensive lo — — — (17) — (17)
Comprehensive los — — — — — (270)
Indemnification of demerger liabilit — 3 — — — 3
Dividend to original shareholde — (500) — — — (500)
Management compensati _ 14 _ _ _ 14
Balance at December 31, 20 — 15¢ (253) 17 (112)
Comprehensive income (loss), net of t
Net earnings — — 271 — — 277
Other comprehensive income (los
Unrealized gain (loss) on securit® — — — 3 — 3
Unrealized gain on derivative contra® — — — — — —
Additional minimum pension liabilit® — — — (117) — (117)
Foreign currency translatic — — — 5 _ 5
Other comprehensive lo — - - (109) - (109
Comprehensive incomnr — — — — — 16¢€
Indemnification of demerger liabilit — 5 — — — 5
Commonstock dividend: — 13) — — — (13)
Preferred stock dividenc — (8) — — — 8)
Net proceeds from issuance of common s — 752 — — — 752
Net proceeds from issuance of preferred s — 232 — — — 233
Net proceeds from issuance of discounted commark — 12 — — — 12
Stock based compensati — 2 — — — 2
Special cash dividend to original shareholc — (804) — — — (804)
Balance at December 31, 20 — 337 24 (12€) — 23t




(1) Net of tax (benefit) expense of $2 million in 2082, million for the three months ended March 31020 million for the nine montt
ended December 31, 2004 and $0 million in 2005.

(2) Net of tax (benefit) expense of $4 million in 2083, million for the nine months ended December2RD4 and $(2) million in 200!
(3) Net of tax (benefit) expense of $5 million in 20883) million for the nine months ended DecemberZ4 and $(19) million in 200.
(4) Net of tax expense of $33 million in 20(

See the accompanying notes to the consolidated firaal statements.
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CELANESE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Successo Predecesso
Nine Months ~ Three Months  Year Ended
Year Ended Ended Ended December
December 31, December 31, March 31, 31,
2005 2004 2004 2003
(in $ millions)
Operating activities
Net earnings (loss 271 (25%) 78 14¢
Cumulative effect of changes in accounting prines — — — 1
Adjustments to reconcile net earnings (loss) tocash provided by (used in) operating
activities:

Special (charges) gains, net of amounts 1| 3C 47 20 91
Stock based compensati — — 2 65
Depreciatior 21¢ 14C 67 271
Amortization of intangible and other ass 68 41 3 18
Amortization of deferred financing fe: 41 98 — —
Change in equity of affiliate 5 (14) 4 12
Deferred income taxe (85) 19 24) 71
(Gain) loss on disposition of assets, 7 3) — 9)
Write-downs of investment — — — 4
(Gain) loss on foreign currency transacti 7C 19 (26) 15t
Minority interests 37 8 — —
Loss on extinguishment of de 74 21 — —
Guaranteed annual payme¢ 22 8 — —
Operating cash provided by (used in) discontinysetations (Revised, See Note (10) 4 (147 (5)

Changes in operating assets and liabilit
Trade receivables, n- third party and affiliate 3C (23) (89 9)
Other receivable 33 10¢ (42) 22
Prepaid expenst (65) (8) 14 (50)
Inventories 21 (25) 11) (@)
Trade payable- third party and affiliate 18 96 (6) (36)

Benefit obligations and other liabiliti¢ (147) (364) 7 (159)



Income taxes payab 17 10 38 (195)

Other, ne 47 7 (5) 31

Net cash provided by (used in) operating activi 714 (63) (107) 401

Investing activities from continuing operatiol

Capital expenditures on property, plant and equiyr (212) (16€) (44) (21))
Acquisition of CAG, net of cash acquir (473) (1,564) — —
Fees associated with acquisitic (29 (69) — —
Acquisition of Vinamul, net of cash reimburs (29¢) — — —
Acquisition of Acetex, net of cash acquit (21¢) — — —
Acquisition of other business — — — (18)
Net proceeds on sale of businesses and ¢ 48 31 — 10
Net proceeds from disposal of discontinued opema 75 — 13¢ 10
Proceeds from sale of marketable secur 217 132 42 20z
Purchases of marketable securi (137) (173) (42) (265)
Other, ne 5 1) 1 (€)]
Net cash provided by (used in) investing activi (920) (1,810 96 (275)

Financing activities from continuing operatio

Initial capitalization — 641 — —
Dividend to Original Shareholde (804) (500) — —
Issuance of mandatorily redeemable preferred sl — 20C — —
Repayment of mandatorily redeemable preferred sl — (221) — —
Proceeds from issuance of Series A common stot! 752 — — —
Proceeds from issuance of preferred stock 232 — — —
Proceeds from issuance of discounted Series A canstozk 12 — — —
Borrowings under bridge loal — 1,56¢ — —
Repayment of bridge loai — (1,56%) — —
Redemption of senior subordinated notes, includatagted premiun (572) — — —
Repayment of floating rate term loan, includingatetl premiun (354) — — —
Proceeds from lor-term debt — — — 61
Proceeds from issuance of senior subordinated isaduht note: — 1,98¢ — —
Proceeds from floating rate term lc — 35C — —
Borrowings under senior credit facilities, 1 1,13¢ 60¢ — —
Shor-term borrowings (repayments), r 22 36 (16) (20)
Payments of lor-term debt (36) (254) 27) (209)
Proceeds from lor-term debi 1€ — — —
Settlement of lease obligatio 31) — — —
Redemption of senior discount notes, includingteglgpremiun (207) — — —
Redemption of Acetex bont (280) — — —
Issuance/(purchase) of CAG treasury st — 29 — (15)
Issuance of preferred stock by consolidated sufusi: — 15 — —
Fees associated with financi 9) (205) — —
Dividend payments on preferred stc 8) — — —
Dividend payments on common stc (13) — — —
Dividend payments by CA( — ) — (25)
Net cash provided by (used in) financing activi (144) 2,68¢ (43) (10¢)
Exchange rate effects on c¢ (98) 25 (1) 6
Net increase (decrease) in cash and cash equis (44¢) 83¢ (55) 24

Cash and cash equivalents at beginning of pe 83¢ — 14¢€ 124




Cash and cash equivalents at end of pe 39C 83€ 93 14¢

See the accompanying notes to the consolidated fiv@al statements.
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CELANESE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Description of the Company

Description of the Company

Celanese Corporation and its subsidiaries (collestithe “Company” or the “Successor”) is a dal
industrial chemicals company, representing the &rbusiness of Celanese AG and its subsidiari€AG” or
the “Predecessor”). The Company's business ile®lprocessing chemical raw materials, such asestbydnd
propylene, and natural products, including natgesd and wood pulp, into value-added chemicals aecthizal-
based products.

On November 3, 2004, Blackstone Crystal Holdingpit@éaPartners (Cayman) IV Ltd., reorganized as a
Delaware corporation and changed its name to Cs¢éa@erporation. Additionally, BCP Crystal Holdingsl. 2,
a subsidiary of Celanese Corporation, was reorganis a Delaware limited liability company and aehits
name to Celanese Holdings LLC.

Basis of Presentation

The financial position, results of operations aadicflows and related disclosures for periods padkpril
1, 2004 (a convenience date for the April 6, 20€4uésition date), the effective date of the acdiaisiof
Celanese AG (the “Effective Date”), are presensscthe results of the Predecessor. The finanositipn,
results of operations and cash flows subsequehet&ffective Date, are presented as those of ticeeSsor.

The consolidated financial statements of the Swsmress of and for the year ended December 31, 2005
as of and for the nine months ended December 3, &fflect the acquisition of CAG under the purehas
method of accounting in accordance with Financieddunting Standards Board (“FASB”) Statement of
Financial Accounting Standards (“SFAS”) No. 1Ausiness Combinations

The results of the Successor are not comparalttetesults of the Predecessor due to the differenthe
basis of presentation of purchase accounting apaoad to historical cost. Furthermore, the Sucaemso the
Predecessor have different accounting policies misipect to certain matters (See Note 4). The didased
financial statements for the three months endeccMai, 2004 and the year ended December 31, 20@3 ha
been prepared in accordance with CAG’s accountdligips (See Note 4) and the requirements for iimter
financial reporting in accordance with Accountingniples Board (“APB”) No. 28|nterim Financial
Reporting.

Change in Ownership

Pursuant to a voluntary tender offer commenceckirrary 2004, Celanese Europe Holding GmbH & Co.
KG, formerly known as BCP Crystal Acquisition GmIBHCo. KG (the “Purchaser”)an indirect wholly owne
subsidiary of Celanese Corporation, on April 6,2@@quired approximately 84% of the ordinary shafes
Celanese AG, excluding treasury shares, (the “C3@res™) for a purchase price of $1,693 milliargluding
direct acquisition costs of $69 million (the “Acgttion™). During the year ended December 31, 2@d8 the
nine months ended December 31, 2004, the Purcheqaired additional CAG shares for $473 million §33
million, respectively, including direct acquisiti@osts of $4 million and less than $1 million, resjvely. The
additional CAG shares were acquired pursuant teeei) the mandatory offer (See Note 2) which comoeel in
September 2004 and has been extended such thilitekpire on April 1, 2006, unless further extedds ii) the
acquisition of additional CAG shares as describaldv.

F-8



CELANESE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Domination Agreement

On October 1, 2004, a domination and profit and tosnsfer agreement (the “Domination Agreement”)
between CAG and the Purchaser became operativen YtiieeDomination Agreement became operative, the
Purchaser became obligated to offer to acquirewafitanding CAG shares from the minority sharehsloé
CAG in return for payment of fair cash compensatifime amount of this fair cash compensation wasrdehec
to be €41.92 per share, plus interest, in accomlaiiih applicable German law. The Purchaser mast,ebe be
required, to pay a purchase price in excess ofoR4tb. acquire the remaining outstanding CAG shakag.
minority shareholder who elects not to sell itsreldo the Purchaser will be entitled to remaihaeholder of
CAG and to receive from the Purchaser a gross gtead fixed annual payment on its shares of €32 TAG
share less certain corporate taxes in lieu of atyré dividend. Taking into account the circumstnand the
tax rates at the time of entering into the Domathgreement, the net guaranteed fixed annual payise
€2.89 per share for a full fiscal year. The net gasged fixed annual payment may, depending oncgipé
corporate tax rates, in the future be higher, logrehe same as €2.89 per share. For the year éetmember
31, 2005 and the nine months ended December 34, 20tharge of €19 million ($22 million) and €6 loih
($8 million), respectively, was recorded in Othezdame (expense), net for the anticipated guaramagchent.
As a result of the acquisition of CAG shares du20§5, the remaining liability at December 31, 2695e paic
in 2006 for CAG's 2005 fiscal year is €3 milliord(gillion).

Beginning October 1, 2004, under the terms of tbenbation Agreement, the Purchaser, as the domiy
entity, among other things, is required to compen€aG for any statutory annual loss incurred byG;Ahe
dominated entity, on a non-consolidated basi$)atnhd of the fiscal year when the loss was induifais
obligation to compensate CAG for annual lossesayply during the entire term of the Domination égment.

There is no assurance that the Domination Agreemiintemain operative in its current form. If the
Domination Agreement ceases to be operative, tmapaay will not be able to directly give instructsoto the
CAG board of management. The Domination Agreemanhat be terminated by the Purchaser in the orglinar
course until September 30, 2009. However, irrespecf whether a domination agreement is in plaesvben
the Company and CAG, under German law CAG is gffelst controlled by the Company because of the
Company's more than 95% ownership of the outstgn@iG shares. The Company does have the ability,
through a variety of means, to utilize its conirglrights to, among other things, (1) cause a dation
agreement to become operative; (2) use its abilitpugh its more than 95% voting power at any shalders'
meetings of CAG, to elect the shareholder reprasi@es on the supervisory board and to therebyctéiy
control the appointment and removal of the membétee CAG board of management; and (3) effect all
decisions that a majority shareholder who owns nitteia 95% is permitted to make under German law. Th
controlling rights of the Company constitute a coliing financial interest for accounting purposesl result in
the Company being required to consolidate CAG abeflate of acquisition. In addition as long as th
Domination Agreement remains effective, the Compargntitled to give instructions directly to the
management board of CAG, including, but not limitedinstructions that are disadvantageous to C&gdong
as such disadvantageous instructions benefit timnep@ny or the companies affiliated with either trmrpany o
CAG.

The Domination Agreement is subject to legal cmgjés instituted by dissenting shareholders. During
August 2004, nine actions were brought by minashgreholders against CAG in the Frankfurt Dist@iotrt
( Landgericht), all of which were consolidated in September 2@&Veral minority shareholders joined these
proceedings via a third party intervention in supjpdthe plaintiffs. The Company joined the prodiegs via a
third party intervention in support of CAG. Amonther things, these actions request the court taside
shareholder resolutions passed at the extraordgergral meeting held on July 30 and 31, 2004 based
allegations that include the alleged violation odgedural requirements and information rights ef th
shareholders.

Twenty-seven minority shareholders filed lawsuitdday and June of 2005 in the Frankfurt Districu@o
( Landgericht) contesting the shareholder resolutions passt#wannual general meeting held
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CELANESE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

May 19-20, 2005, which confirmed the resolutionsgeal at the July 30-31, 2004 extraordinary gemaeaiting
approving the Domination Agreement and a chang@AG's fiscal year. In conjunction with the acquiisit of
5.9 million ordinary shares of CAG from two sharkelers in August 2005, two of those lawsuits were
withdrawn.

If legal challenges of the Domination Agreementligsenting shareholders of CAG are successful, so
all actions taken under the Domination Agreemerdiuiding the transfer of Celanese Americas Corpmmat
(*CAC”), an indirect subsidiary of CAG, (se®rganizational Restructuringelow for discussion regarding
CAC's transfer) may be required to be reversedaa@ompany may be required to compensate CAG for
damages caused by such actions, which could henagexial impact on the Compasyfinancial position, resul
of operations and cash flows.

Acquisition of Additional CAG Shares

On August 24, 2005, the Company acquired 5.9 millar approximately 12%, of the outstanding CAG
shares from two shareholders for €302 million ($868ion). The Company also paid to such sharehsl@d 2
million ($15 million) in consideration for the skefinent of certain claims and for such shareholdgrseing to,
among other things, (1) accept the shareholdessluttons passed at the extraordinary general mgefi CAG
held on July 30 and 31, 2004 and the annual genexating of CAG held on May 19 and 20, 2005, (2)
acknowledge the legal effectiveness of the donomedind profit and loss transfer agreement, (3ydaceably
withdraw and abandon all actions, applications @pypkals each brought or joined in legal proceedielgéed tc
among other things, challenging the effectivenédshedodomination and profit and loss transfer agreset and
amount of fair cash compensation offered by thelRaser in the mandatory offer required by Secties(3B) of
the German Stock Corporation Act, (4) refrain fraoguiring any CAG shares or any other investme@AG,
and (5) refrain from taking any future legal actigith respect to shareholder resolutions or cotgoaations of
CAG. The Company paid the aggregate considerafi@ b4 million ($384 million) for the additional G&
shares using available cash.

The Company also made a limited offer to purches®m fall other shareholders any remaining outstandin
CAG shares for €51 per share (plus interest on924fer share) against waiver of the shareholdayists to
participate in an increase of the offer consideratis a result of the pending award proceedingsddiition, all
shareholders who tendered their shares pursudme t8eptember 2004 mandatory offer of €41.92 paresh
were entitled to claim the difference between tit@eased offer and the mandatory offer. The limitter
period ran from August 30, 2005 through SeptemBeRR05, inclusive. For shareholders who did noeptthe
limited offer on or prior to the September 29, 2@3piration date, the terms of the original mandatdfer
continue to apply. The mandatory offer will remajmen for two months following final resolution ¢fet award
proceedings Spruchverfahrenhy the German courts.

As of December 31, 2005 and 2004, the Company'&mhip interest in CAG was approximately 98% and
84%, respectively. On November 3, 2005, the ComisaBgard of Directors approved commencement of the
process for effecting a squeeze-out of the remgisirareholders, as defined below.

Squeeze-Out

Because the Company owns shares representing haor®5% of the registered ordinary share capital
(excluding treasury shares) of CAG, the Companydeasded to exercise its right, as permitted uigerman
law, to the transfer of the shares owned by thsetantling minority shareholders of CAG in excharayefdir
cash compensation (the “Squeeze-Out™). The Soerd@at will require the approval by the affirmativete of
the majority of the votes cast at CAG’s annual gehmeeting in May 2006 and will become effectiyan its
registration in the commercial register. If the Q@amy is successful in effecting the Squeeze-OatCthmpany
must pay the then remaining minority sharehold€GAG fair
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cash compensation, in exchange for their sharesaitount of the fair cash compensation per shayebma
equal to, higher or lower than the tender offecg@ur the fair cash compensation offered pursumatite
Domination Agreement. The amount to be paid tontiveority shareholders as fair cash compensation in
exchange for their CAG shares in connection withSlqueeze-Out will be determined on the basiseofain
value of CAG, determined by the Company in accocdamith applicable German legal requirements, dkef
date of the applicable resolution of CAG's shargééid’ meeting, and examined by a duly qualifieditaad
chosen and appointed by the Frankfurt District €ouandgericht).

The Squeeze-Out would require approval by the $ioddters of CAG. While it is expected that the
Company will have the requisite majority in suchetireg to assure shareholder approval of such messur
minority shareholders, irrespective of the sizéheir shareholding, may, within one month from dage of any
such shareholder resolution, file an action with ¢burt to have such resolution set aside. Whith siction
would only be successful if the resolution werespdsin violation of applicable laws and cannot asdd on the
unfairness of the amount to be paid to the minafitgreholders, a shareholder action may substgrdielhy the
implementation of the challenged shareholder réolpending final resolution of the action. If $uaction
proved to be successful, the action could preventrhplementation of the Squeeze-Out. Accordinidigre can
be no assurance that the Squeeze-Out can be impletn@mely or at all.

Organizational Restructuring

In October 2004, Celanese Corporation and cerfaits subsidiaries completed an organizational
restructuring (the “Organizational Restructurigdursuant to which the Purchaser effected, byngiad
corresponding instruction under the Domination A&gnent, the transfer of all of the shares of CA@nfro
Celanese Holding GmbH, a wholly owned subsidiar€Af5, to BCP Caylux Holdings Luxembourg S.C.A
(“BCP Caylux™), which resulted in BCP Caylux owmrg 100% of the equity of CAC and, indirectly, dfllits
assets, including subsidiary stock. This transfes affected by CAG selling all outstanding shaneSAC for a
€291 million note. This note eliminates in consalida.

Following the transfer of CAC to BCP Caylux, (1)l@sese Holdings contributed substantially all sf it
assets and liabilities (including all outstandiagital stock of BCP Caylux) to BCP Crystal US Halgs Corp.
(“BCP Crystal”) in exchange for all outstandingital stock of BCP Crystal and (2) BCP Crystabassd
certain obligations of BCP Caylux, including aljits and obligations of BCP Caylux under the secriedit
facilities, the floating rate term loan and theisesubordinated notes. BCP Crystal, at its disonetmay
subsequently cause the liquidation of BCP Caylux.

As a result of these transactions, BCP Crystalha@D% of CAC's equity and, indirectly, all equityned
by CAC in its subsidiaries. In addition, BCP Crystalds, indirectly, all of the CAG shares heldthg
Purchaser and all of the wholly owned subsidiaofethe Company that guarantee BCP Caylux's obbgati
under the senior credit facilities to guaranteesiior subordinated notes issued on June 8, 20Ddwdy 1,
2004 (See Note 16) on an unsecured senior suboedibasis.

2. Acquisition of CAG

Original Acquisition of CAG

As described further in Note 1, in April 2004, therchaser, a consolidated subsidiary of the Company
acquired financial control of CAG. The Company bh#scated the purchase price on the basis of itent
estimate of the fair value of the underlying assetguired and liabilities assumed. The assets sejand
liabilities assumed on the Effective Date wereaetitd at fair value for the approximate 84% portioquired
and at historical basis for the remaining minonitierest of approximately 16%. Upon completionted t
Organizational Restructuring, the assets acquinediabilities assumed of CAC
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are reflected at fair value for the 100% portioguaed. The excess of the purchase price overrtfmiats



allocated to specific assets and liabilities iduded in goodwill. The purchase price allocatiorsvaa follows:

As of
April 1, 2004
(in $ millions)

Current asset:

Cash and cash equivalel 93

Receivable! 1,46¢

Inventories 56¢

Other current asset 12t
Investment: 777
Property plant and equipme 1,72¢
Other noi-current assel 51¢
Intangible asset 43:
Goodwill 747

Total assets acquire 6,45¢
Current liabilities:

Shor-term borrowings and current installments of I-term debt 27¢

Accounts payable and accrued liabilit 59¢

Other current liabilitie 1,16€
Long term deb 30¢€
Benefit obligations 1,37(C
Other long term liabilitie: 55¢

Total liabilities assume 4,27¢

Minority interest 451

Net assets acquire 1,72¢

Cash and cash equivalents, receivables, othemtuassets, accounts payable and accrued liabiitids
other current liabilities were stated at their dvigtal carrying values, which approximates fairualgiven the
short term nature of these assets and liabilities.

The estimated fair value of inventory, as of théeBiive Date, was calculated based on management's
computations. The consolidated statement of operafior the nine months ended December 31, 2004ddes
$53 million in cost of sales representing the aizgéd manufacturing profit in inventory on handofshe
Effective Date. The capitalized manufacturing grafas recorded in purchase accounting and the towewas
subsequently sold during the nine months endedieee31, 2004.

Deferred income taxes were provided in the conat#id balance sheet based on the Company's estimate
the tax versus book basis of the assets acquidadilities assumed. Valuation allowances wertaldshed
against those assets for which realization isikety, primarily in the U.S. (See Note 21).

The Company's estimate of pension and other poetretnt benefit obligations were reflected in the
allocation of purchase price at the projected kienbfigation less plan assets at fair market value

The Company's estimates of the fair values of ptgpplant and equipment, customer and vendor
contracts, other intangible assets, debt, costanidy method investments and other assets anititiewere
reflected in the Company's financial statementsfake Effective Date. The estimated remaining ulsiéfes of
the CAG property, plant and equipment and intamgéssets acquired are as follows:

F-12




CELANESE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Land improvements 1-20 year
Buildings and building improvements 1-30 year
Machinery and equipment 1-20 year
Trademarks and tradenames Indefinite
Customer related intangible assets 5-11 year
Developed technology 1-11 year

In connection with the Acquisition, at the acquésitdate, the Company began implementing plansgito e
or restructure certain activities. The Companyreasrded liabilities of $60 million, primarily f@mployee
severance and related costs in connection witlplthg as well as approving the continuation oealkting
Predecessor restructuring and exit plans.

The primary reasons for the Acquisition and thenpriy factors that contributed to a purchase ptieg¢ t
resulted in recognition of goodwill include:

leading market position as a global produceacaatic acid and the world's largest producer oflvin
acetate monomer.

competitive cost structures, which are basedammomies of scale, vertical integration, technical
know-how and the use of advanced technologies.

global reach, with major operations in North Aioa, Europe and Asia and its extensive network of
ventures, is a competitive advantage in anticigasind meeting the needs of its global and local
customers in well-established and growing marketsle its geographic diversity mitigates the
potential impact of volatility in any individual catry or region.

broad range of products into a variety of diéferend-use markets, which helps to mitigate the
potential impact of volatility in any individual druse market.

Other considerations affecting the value of goodwdluded:

the potential to reduce production and raw niatepsts further through advanced process control
projects that will help to generate significantiagg in energy and raw materials while increasing
yields in production units

the potential to increase the Company’s cash flather through increasing productivity, managing
trade working capital, receiving cash dividendsrfriss ventures and continuing to pursue cost
reduction efforts.

the ability of the assembled workforce to conéro deliver value-added solutions and develop new
products and industry leading production techn@sghat solve customer problems.

the potential to optimize the value of the Comysa portfolio through divestitures, acquisitiongda
strategic investments that enable the Companytenebits global market leadership position and
focus on businesses in which it can achieve mackst, and technology leadership over the long
term.



. the application of purchase accounting, particuléot items such as pension and other postretir¢
benefits and restructuring activities for whichrsfgcant reserve balances were recorded.

Acquisition of Additional CAG Shares

Upon the acquisition of the additional CAG sharesrd) the second half of 2005 (See Note 1), thetass
and liabilities of CAG were adjusted in the condated financial statements to fair value for thditimhal 14%
acquired. The primary amounts allocated to assetdiabilities related to the additional ownerspgrcentage
acquired resulted in an increase in inventory ofrfiion, which was subsequently charged to cosiadds
sold, an increase in property, plant and equiprofi5 million, an increase in
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intangible assets of $65 million and a decreagodwill of $54 million, attributable to the carng value of th
minority interest acquired being greater than theeppaid.
Pro Forma Information

The following pro forma information for the yeanmsded December 31, 2005, 2004 and 2003 was prepared
as if the Acquisition and the subsequent acquisitibadditional CAG shares during 2005 had occuazdf the
beginning of such period:

Year Ended December 31

2005 2004 2003
(in $ millions)
Net sales 6,07( 4,962 4,48t
Operating profit 563 217 12¢
Net earnings (loss 272 (76) (54)

Pro forma adjustments include adjustments for (tglpase accounting, including (i) the applicatién o
purchase accounting to pension and other postretineobligations (ii) the application of purchase@unting tc
property, plant and equipment and intangible as§t@djustments for items directly related to ttamsaction,
including (i) the impact of the additional pensiwmtribution, (ii) the Advisor monitoring fee (SBete 28), (iii)
fees incurred by the Company related to the Actjoisiand (iv) adjustments to interest expensefiect the
Company's capital structure as a result of the Asitipn including the reversal of $89 million of Gderated
amortization expense of deferred financing costended in the year ended December 31, 2004, and (3)
corresponding adjustments to income tax expense.

The pro forma information is not necessarily intligaof the results that would have occurred had th
Acquisition occurred as of the beginning of theigds presented, nor is it necessarily indicativéutdire results

3. Initial Public Offering and Concurrent Financings

In January 2005, the Company completed an initiédlip offering of 50,000,000 shares of Series A
common stock and received net proceeds of $75miéifter deducting underwriters’ discounts anenffg
expenses of $48 million. Concurrently, the Compaaoeived net proceeds of $233 million from the g of
its convertible perpetual preferred stock. A partid the proceeds of the share offerings were tsegdeem
$188 million of senior discount notes and $521 ionillof senior subordinated notes, excluding eatiemption
premiums of $19 million and $51 million, respectixe

Subsequent to the closing of the initial publiceoifig, the Company borrowed an additional $1,135ani
under the amended and restated senior credittfasjla portion of which was used to repay a $38om
floating rate term loan, which excludes a $4 millearly redemption premium, and $200 million of gfhivas



used as the primary financing for the February 28@fuisition of Vinamul (See Notes 6 and 16).
Additionally, the amended and restated senior tfadilities included a $242 million delayed drasvrh loan,
which expired unutilized in July 2005.

On March 9, 2005, the Company issued a 7,500,0€6i8s5& common stock dividend to the Original
Shareholders (See Note 19) of its Series B comnuuk s

On April 7, 2005, the Company used the remainirgg@eds of the initial public offering and concutren
financings to pay a special cash dividend declarearch 8, 2005 to holders of the Company’s SeBies
common stock of $804 million. Upon payment of ti8©4 million dividend, all of the outstanding shaoés
Series B common stock converted automatically toeshof Series A common stock.

4. Summary of Accounting Policies

. Consolidation principles
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The consolidated financial statements have begraped in accordance with accounting principles
generally accepted in the United States (“U.S. GXR\for all periods presented and include the ardts of the
Company and its majority owned subsidiaries oveictvthe Company exercises control as well as vhriab
interest entities where the Company is deemedrihgapy beneficiary (See Note 5). All significant
intercompany accounts and transactions have baaimated in consolidation.

. Business combination

Upon closing an acquisition, the Company estimttedair values of assets and liabilities acquaad
consolidate the acquisition as soon as practic&@ien the time it takes to obtain pertinent infatian to
finalize the acquired company’s balance sheet (&atly with implications for the purchase pricetlod
acquisition), then to adjust the acquired compaagtounting policies, procedures, books and redortise
Company’s standards, it is often several quartefsrb the Company is able to finalize those initiéd value
estimates. Accordingly, it is not uncommon for thi¢éial estimates to be subsequently revised amalified
within twelve months of an acquisition.

. Estimates and assumptior

The preparation of consolidated financial statesi@ntonformity with U.S. GAAP requires management
to make estimates and assumptions that affecefh@ted amounts of assets and liabilities, discosil
contingent assets and liabilities at the date efdbnsolidated financial statements and the repangounts of
revenues, expenses and allocated charges durimggbging period. The more significant estimatesain to
purchase price allocations, impairments of intalegéssets and other long-lived assets, restrugteasts and
other special (charges) gains, income taxes, persid other postretirement benefits, asset retineme
obligations, environmental liabilities, and lossitingencies. Actual results could differ from thestimates.

. Cash and cash equivalents

All highly liquid investments with original matuigts of three months or less are considered cash
equivalents.

. Inventories

Inventories are stated at the lower of cost or miai®ost is determined using the first-in, first-ouFIFO
method. Cost includes raw materials, direct lalmal manufacturing overhead. Stores and suppliegadned at



cost or market, whichever is lower. Cost is gegiddtermined by the average cost method.

Upon Acquisition, the Predecessor changed its itorgrvaluation method of accounting for its U.S.
subsidiaries from the last-in, first-out or LIFO tined to the first-in, first-out method or FIFO methto be
consistent with the Successor's accounting polibjs change will more closely represent the phydioa of
goods resulting in ending inventory which will legttepresent the current cost of the inventorythedtosts in
income will more closely match the flow of good$eTfinancial statements of the Predecessor have bee
adjusted for all periods presented to reflect thiange. The impact of this change on the Predecessported
net earnings and earnings per share for the thoeghm ended March 31, 2004 and the year ended Deredi,
2003 is as follows:
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Predecessor
Three Months Ended Year Ended
March 31, 2004 December 31, 2003
(in $ millions, except per share data)

Net earnings prior to restatem 67 147
Change in inventory valuation meth 17 1
Income tax effect of chan (6) _
Net earnings as restat 78 14¢
Basic earnings per shaf(l)
Prior to restatemet 1.3¢ 2.91
Change in inventory valuation method, net of 0.22 0.0z
As restate( 1.5¢ 2.9¢
Diluted earnings (loss) per sha®)
Prior to restatemel 1.3¢ 2.97
Change in inventory valuation method, net of 0.22 0.0z
As restatec 1.57 2.9¢

(1) Per-share data are based on weighted averagesstutstanding in each period.

. Investments in marketable securitit

The Company has classified its investments in dabtequity securities as “available-for-sale” amak
reported those investments at their fair or maviéies in the balance sheet as Other assets. ekglains or
losses, net of the related tax effect on availétiesale securities, are excluded from earnings andepated a
a component of Accumulated other comprehensiveniec@oss) until realized. The cost of securitielsl $®
determined by using the specific identification hoeat.

A decline in the market value of any available-$ate security below cost that is deemed to be dkizer
temporary results in a reduction in the carryingoant to fair value. The impairment is charged tm#ss and :
new cost basis for the security is establishedd@termine whether an impairment is other-than-teanyothe



Company considers whether it has the ability atehinto hold the investment until a market priceoresry
and evidence indicating the cost of the investngrgcoverable outweighs evidence to the contiavidence
considered in this assessment includes the redsotie impairment, the severity and duration & th
impairment, changes in value subsequent to yearatforecasted performance of the investee.

. Investments and equity in net earnings of affilia

Accounting Principles Board (“APB”) Opinion No.81 The Equity Method of Accounting for Investments
in Common Stockstipulates that the equity method should be tsedcount for investments whereby an
investor has “the ability to exercise significanfluence over operating and financial policiesaofinvestee”,
but does not exercise control. APB Opinion No. &8egyally considers an investor to have the altititgxercise
significant influence when it owns 20% or more lof t/oting stock of an investee. FASB Interpretatitin 35,
Criteria for Applying the Equity Method of Accoungifor Investments in Common Stogkhich was issued to
clarify the criteria for applying the equity methoflaccounting to 50% or less owned companies, list
circumstances under which, despite 20% ownershimaestor may not be able to exercise significafitence
Certain investments where the Company owns gré@era 20% ownership and can not exercise significa
influence or control are accounted for under th&t atethod (See Note 10).

In accordance with SFAS No. 142, the excess of @eest underlying equity in net assets acquiredis n
longer amortized.
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The Company assesses the recoverability of thgingrvalue of its investments whenever events or
changes in circumstances indicate a loss in valaeis other than a temporary decline. See “Impaint of
property, plant and equipment” for explanatiorttod methodology utilized.

. Property, plant and equipmer

Property, plant and equipment are capitalized st. @epreciation is calculated on a straight-liasis,
generally over the following estimated useful liwéthe assets.

Land Improvements 20 year
Buildings and Building Improvements 30 year
Machinery and Equipment 20 year

Assets acquired in business combinations are redaatitheir fair values and depreciated over thetas
remaining useful lives or the Company’s policy Byahichever is shorter. Effective January 1, 2008,
Company revised the estimated useful lives of aertechinery and equipment purchased subsequéimato
date. The asset depreciation lives of machineryeguipment that were previously ten years werecamed to
twenty years and the useful lives of buildings bnodding improvements increased from ten to thyars.

Leasehold improvements are amortized over ten y@ate remaining life of the respective lease
considering renewals that are reasonably assufadhever is shorter.

Repair and maintenance costs, including costslfamgd maintenance turnarounds, that do not extend
useful life of the asset are charged against egsras incurred. Major replacements, renewals arifigant
improvements are capitalized.

Interest costs incurred during the constructiongoeof assets are applied to the average value of
constructed assets using the estimated weightedgaénterest rate incurred on borrowings outstagnduring
the construction period. The interest capitalizedmortized over the life of the asset.



Impairment of property, plant and equipment the Company assesses the recoverability ofahging
value of its property, plant and equipment whenewents or changes in circumstances indicate lieatdrrying
amount of the asset may not be fully recoverabézoRerability of assets to be held and used is ureddy a
comparison of the carrying amount of an asseteduture net undiscounted cash flows expected geberate:
by the asset. If assets are considered to be iethdhe impairment to be recognized is measurddddopmount
by which the carrying value of the assets exceleel$dir value of the assets. The estimate of fainer may be
determined as the amount at which the asset caulibbght or sold in a current transaction betwedimg
parties. If this information is not available, faalue is determined based on the best informati@ilable in the
circumstances. This frequently involves the usa wéluation technique including the present valuexpected
future cash flows, discounted at a rate commensuvah the risk involved, or other acceptable vihra
techniques. Impairment of property, plant and eqpgipt to be disposed of is determined in a similanner,
except that fair value is reduced by the costddpade of the assets (See Note 11).

. Gooduwill and other intangible assets

Patents, customer related intangible assets amd iottangibles with finite lives are amortized ostaight-
line basis over their estimated economic lives. Weehted average amortization period is 8.5 y€eHrns.excess
of the purchase price over fair value of net idatile assets and liabilities of an acquired bussnggoodwill™)
and other intangible assets with indefinite ustfals are not amortized, but rather tested for iimmpant, at least
annually. The Company tests for impairment durhlmgthird quarter of its fiscal year using June alabces.

Impairment of goodwill and other intangible assets the Company assesses the recoverability of the
carrying value of its goodwill and other intangillgsets with indefinite useful lives annually orembver events
or changes in circumstances indicate that the icey@mount of the asset may not be fully
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recoverable. Recoverability of goodwill is measuagthe reporting unit level based on a two-stgpragch.
First, the carrying amount of the reporting unit@npared to the fair value as estimated by thedutet
discounted cash flows expected to be generateldebgeporting unit. To the extent that the carryatpe of the
reporting unit exceeds the fair value of the repgrunit, a second step is performed, wherein ¢penting unit's
assets and liabilities are fair valued. To the mixtieat the reporting unit's carrying value of gadtexceeds its
implied fair value of goodwill, impairment existagamust be recognized. The implied fair value afdill is
calculated as the fair value of the reporting imixcess of the fair value of all non-goodwill etssand
liabilities allocated to the reporting unit. Theismte of fair value may be determined as the arhatiwhich the
asset could be bought or sold in a current traitsabetween willing parties. If this informationnst available,
fair value is determined based on the best infdonatvailable in the circumstances. This frequeimtiyplves th
use of a valuation technique including the presahie of expected future cash flows, discounteal ratte
commensurate with the risk involved, or other ataiele valuation techniques.

Recoverability of other intangible assets with iigiee useful lives is measured by a comparisothef
carrying amount of the intangible assets to theviaiue of the respective intangible assets. Aryesex of the
carrying value of the intangible assets over tlirevielue of the intangible assets is recognizedrasnpairment
loss. The estimate of fair value is determined Isinto that for goodwill outlined above.

The Company assesses the recoverability of intéengisets with finite lives in the same manneioas f
property, plant and equipment. See “Impairmenp@perty, plant and equipment”.

. Financial instruments

The Company addresses certain financial exposhresgh a controlled program of risk management that
includes the use of derivative financial instrunsef@ee Note 24). As a matter of principle, the Canypdoes
not use derivative financial instruments for tragpurposes. The Company has been party to interesswaps
as well as foreign currency forward contracts m ttanagement of its interest rate and foreign nayre
exchange rate exposures. The Company generalgestinterest rate derivative contracts in orddixor limit



the interest paid on existing variable rate debhte Tompany utilizes foreign currency derivativefioial
instruments to eliminate or reduce the exposuitsdbreign currency denominated receivables analipas,
which includes the Company's exposure on its ddégnrominated intercompany net receivables and peyab
held by euro denominated entities. Additionallyy @ompany has utilized derivative instruments tuoe the
exposure of its commodity prices and stock comp@nsaxpense.

The Company also uses derivative and non-derivéitiamcial instruments that may give rise to foreig
currency transaction gains or losses, to hedgétegn currency exposure of a net investmentfioreign
operation. The effective portion of the gain orslas the derivative and the foreign currency gailoss on the
non-derivative financial instrument is recordedhasirrency translation adjustment in Accumulatéu:ot
comprehensive income (loss).

Differences between amounts paid or received ardst rate swap agreements are recognized as
adjustments to interest expense over the life ofi savap, thereby adjusting the effective interatt on the
hedged obligation. Gains and losses on instrunresitmeeting the criteria for cash flow hedge actiogn
treatment, or that cease to meet hedge accounitega, are included as income or expense.

If a swap is terminated prior to its maturity, ten or loss is recorded to Other income (expems)and
recognized over the remaining original life of gveap if the item hedged remains outstanding, orediately, il
the item hedged does not remain outstanding. 16t is not terminated prior to maturity, but timelerlying
hedged item is no longer outstanding, the inteastswap is marked to market and any unrealizedaydoss i
recognized immediately.

Gains and losses on derivative instruments asaséae offsetting losses and gains on the hedgatsitre
reported in earnings in the same accounting peGadhs and losses relating to the ineffective partf hedges
are recorded in Other income (expense), net. Fomighange contracts designated as
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hedges for anticipated exposures are accounteasfoash flow hedges. The effective portion of uired gains
and losses associated with the contracts are ddfasra component of Accumulated other comprehensiv
income (loss) until the underlying hedged transactiaffect earnings. Derivative instruments thatraot
designated as hedges are marked-to-market at thefeach accounting period with the results inethid
earnings.

The Company's risk management policy for the mgjafi its natural gas and butane requirements allow
entering into supply agreements and forward pulasash-settled swap contracts. As of Decembe2&15
and 2004, there were no derivative contracts oudistg related to raw materials. In 2003, there Wiereard
contracts covering approximately 35% of the Presemes Chemical Products segment North American
requirements. Management regularly assesses ittigeraf purchasing a portion of its commaodity riegonents
forward and the utilization of a variety of othemr material hedging instruments, in addition tavard purchas
contracts, in accordance with changes in markeditions. The fixed price natural gas forward coctseand an
premium associated with the purchase of a priceacaprincipally settled through actual deliventloé physice
commodity. The maturities of the cash-settled sefapap contracts correlate to the actual purchasts
commodity and have the effect of securing or lingitpredetermined prices for the underlying comnyodit
Although these contracts were structured to limgiasure to increases in commaodity prices, certagps may
also limit the potential benefit the Company mighte otherwise received from decreases in commedites.
These cash-settled swap contracts were accounted frash flow hedges. Realized gains and losstwesa
contracts are included in the cost of the commadglityn settlement of the contract. The effectiveiporof
unrealized gains and losses associated with thessttled swap contracts are deferred as a compohen
Accumulated other comprehensive income (loss) timtilunderlying hedged transactions affect earnings

The Predecessor selectively used call optionsfsebsome of the exposure to variability in expédtaure
cash flows attributable to changes in its stockeprelated to its stock appreciation rights pldite options are
designated as cash flow hedging instruments. Teddeessor excluded the time value component frem th
assessment of hedge effectiveness. The change aalhoption's time value was reported each pariadterest
expense. The intrinsic value of the option consaeis deferred as a component of Accumulated other
comprehensive income (loss) until the compensaiqgense associated with the underlying hedgedactings



affected earnings.

Financial instruments which could potentially subjine Company to concentrations of credit risk are
primarily receivables concentrated in various gapgic locations and cash equivalents. The Comparfpmns
ongoing credit evaluations of its customers' finahcondition. Generally, collateral is not requireom
customers. Allowances are provided for specifikgimherent in receivables.

. Deferred financing cost:

The Company capitalizes direct costs incurred taialdebt financings and amortizes these costgyubm
straight-line method over the terms of the relatelt. Upon the extinguishment of the related detny,
unamortized capitalized debt financing costs amaédiately expensed. For the year ended Decemb&085,
and the nine months ended December 31, 2004, tteeSsor recorded amortization of deferred financivggs,
which is classified in Interest expense, of $4liariland $98 million, respectively, of which $28lloin and
$89 million, respectively, related to acceleratatbetization of deferred financing costs. As of Dabter 31,
2005 the Company has $73 million of net deferradrting costs included within long term other assks of
December 31, 2004, the Company had $105 milliomedideferred financing costs included within loagrt
other assets.

. Environmental liabilities
The Company manufactures and sells a diverse fiockamical products throughout the world.

Accordingly, the Company’s operations are subjeatarious hazards incidental to the productiomduistrial
chemicals including the use, handling, processitiyage and transportation of hazardous
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materials. The Company recognizes losses and ackabdities relating to environmental mattersifailable
information indicates that it is probable thatabllity has been incurred and the amount of lossasonably
estimated. All other fees are expensed as inculfrlte event of loss is neither probable nor reasdy
estimable, but is reasonably possible, the Compaoyides appropriate disclosure in the notes to the
consolidated financial statements if the contingeaconsidered material. The Company estimates
environmental liabilities on a case-by-case basiisgithe most current status of available factstiexy
technology, presently enacted laws and regulatmaisprior experience in remediation of contaminaites.
Environmental liabilities for which the remediatipariod is fixed and associated costs are readigrchinable
are recorded at their net present value. Recovefiesvironmental costs from other parties are néed as
assets when their receipt is deemed probable.

An environmental reserve related to cleanup ofrdarainated site might include, for example, a psiri
for one or more of the following types of cost¢e shvestigation and testing costs, cleanup costss related to
soil and water contamination resulting from tangtues and post-remediation monitoring costs. Theserves
do not take into account any claims or recoverniesfinsurance. There are no pending insurance slfomany
environmental liability that are expected to beeniat. The measurement of environmental liabiliteebased on
a range of managemesteriodic estimate of what it will cost to perfoeach of the elements of the remedia
effort. The Company uses its best estimate withénrange to establish its environmental resendes.dompan
utilizes third parties to assist in the managenaeutdevelopment of cost estimates for its siteanghs to
environmental regulations or other factors affegmvironmental liabilities are reflected in theasolidated
financial statements in the period in which theguwc See Note 18 to the consolidated financiabstents.

. Legal Fees

The Company accrues for legal fees related talitign matters when the costs associated with defgnd
these matters can be reasonably estimated anddahte of occurring. All other legal fees are engel as
incurred.



. Revenue recognitiol

The Company recognizes revenue when title andofiééss have been transferred to the customer,
generally at the time of shipment of products, pralided that four basic criterion are met: (1)spesive
evidence of an arrangement exists; (2) deliverydtasirred or services have been rendered; (3ethésffixed
or determinable; and (4) collectibility is reasolyadissured. Should changes in conditions cause geament to
determine revenue recognition criteria are notfmetertain transactions, revenue recognition wdaddielayed
until such time that the transactions become rablezand fully earned. Payments received in advahoevenut
recognition are recorded as deferred revenue.

. Stocl-based compensation

As permitted by SFAS No. 128ccounting for Stock-Based Compensafit®F-AS No. 123”), the
Successor accounts for employee stock-based coatpang accordance with APB Opinion No. 25,
Accounting for Stock Issued to Employ(*APB No. 25"), using an intrinsic value approath measure
compensation expense, if any.

For the three months ended March 31, 2004, angagaeended December 31, 2003, the Predecessor
accounted for stock options and similar equityrinsients under the fair value method, which requires
compensation cost to be measured at the granbdagesl on the value of the award. The fair valugtafk
options is determined using the Black-Scholes optidcing model that takes into account the stadgepat the
grant date, the exercise price, the expected fitaeoption, the volatility and the expected dends of the
underlying stock, and the risk-free interest raterdhe expected life of the option. Compensatigrease based
on the fair value of stock options is recorded dhervesting period of the options and has beevgrdzed in th
Predecessor's consolidated financial statemenesCRG stock options did not contain changes inrobnt
provisions, which would have resulted in accelatatesting, as a result of the Acquisition (See Nttp
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Compensation expense for stock appreciation rigtittser partially or fully vested, is recorded bésa the
difference between the base unit price at the afageant and the quoted market price of CAG's comstock
on the Frankfurt Stock Exchange at the end of #regd proportionally recognized over the vestinggeand
adjusted for previously recognized expense (See R®}.

The following table illustrates the effect on natrings (loss) and related per share amounts if the
Successor had applied the fair value recognitiowipions of SFAS No. 123 to stock-based employee
compensation:

For the Nine Months Ended December 31,

For the Year Ended December 31, 2005 2004
Basic Diluted Basic Diluted
Earnings Earnings Earnings Earnings
(Loss) (Loss) (Loss) (Loss)
Net Earnings Per Common Per Common Net Earnings Per Common Per Common
(Loss) Share Share (Loss) Share Share

(in $ millions, except per share information)

Net earnings, available to comm

shareholders, as report 267 iL,7/2 1.67 (25%) (2.55) (2.55)
Add: stock-based employee

compensation expense included in

reported net earnings, net of the

related tax effect 1 0.01 0.01 — — —
Less: stock-based compensation und:

SFAS No. 123, net of the related ta

effects 9 (0.06) (0.0%) (6) (0.06) (0.06)
Pro forma net earnings available




common shareholde 25¢ 1.6¢ 1.6 (259) (2.61) (2.61)

The weighted-average fair value of the options gg@uduring the year ended December 31, 2005 was
estimated to be $5.28 per option, respectivelytherdate of grant using the Black-Scholes optidaipy model
with the following assumptions:

2005
Expected dividend yiel 0.78%
Risk-free interest rat 4.0%
Expected stock price volatilil 26.2%
Expected life (years 7.5

See Note 5 for additional information.

. Research and developme

The costs of research and development are chasgad expense in the period in which they are imclrr

. Insurance loss reserve

The Company has two wholly owned insurance compga(tiiee “Captives”) that are used as a form of sel
insurance for property, liability and workers comgation risks. One of the Captives also insuresicethird
party risks. The liabilities recorded by the Capsivelate to the estimated risk of loss which &eldaon
management estimates and actuarial valuationsja@arned premiums , which represent the portighethird
party premiums written applicable to the unexpiieans of the policies in-force. Liabilities are ognized for
known claims when sufficient information has beenaloped to indicate involvement of a specific ppknd
management can reasonably estimate its liabilitaddition, liabilities have been established teec@dditional
exposure on both known and unasserted claims. B&#of the liabilities are reviewed and updateplialy. It
is possible that actual results could differ sigaiftly from the recorded liabilities. Premiums tten are
recognized as revenue based on the terms of ti@gsolCapitalization of the Captives is determibgd
regulatory guidelines. Total assets and liabilif@sthe Captives after elimination of all intercpamy activity
was $386 million and $238 million,
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respectively, as of December 31, 2005 and $496omiind $271 million, respectively, as of December
2004. Included in total liabilities are third pargserves of $31 million and $63 million at Decemb&, 2005
and 2004, respectively. Third party premiums we2® fillion, $29 million, $6 million and $25 milliofor the
year ended December 31, 2005, the nine months ddeleeimber 31, 2004, the three months ended Marg¢
2004 and the year ended December 31, 2003, regplycti

. Reinsurance receivable

The Captives enter into reinsurance arrangememegitace their risk of loss. The reinsurance arrareggs
do not relieve the Captives from its obligatiorptdicyholders. Failure of the reinsurers to hornait
obligations could result in losses to the CaptiVd® Captives evaluate the financial conditiont®feinsurers
and monitor concentrations of credit risk to mirdmtheir exposure to significant losses from reiasu
insolvencies and to establish allowances for ansdeémed non-collectible.



. Income taxes

The provision for income taxes has been determirsaty the asset and liability approach of accognftim
income taxes. Under this approach, deferred incaxes reflect the net tax effects of temporaryedéhces
between the carrying amounts of assets and ligsilior financial reporting purposes and the am®used for
income tax purposes and net operating loss ancrtaiit carry forwards. The amount of deferred teomshese
temporary differences is determined using the ééasrthat are expected to apply to the period wierasset is
realized or the liability is settled, as applicaliiased on tax rates and laws in the respectivpitesdiction
enacted as of the balance sheet date.

The Company reviews its deferred tax assets famverability and establishes a valuation allowarasebl
on historical taxable income, projected future l&ancome, applicable tax strategies, and the erpeiming
of the reversals of existing temporary differengesaluation allowance is provided when it is mbkely than
not that some portion or all of the deferred tasets will not be realized.

. Minority interests

Minority interests in the equity and results of mgi®ns of the entities consolidated by the Companey
shown as a separate line item in the consolidatedidial statements. The entities included in thesolidated
financial statements that have minority interesésas follows:

Ownership Percentage

December 31, December 31,
2005 2004

Celanese AC 98% 84%
InfraServ GmbH & Co. Oberhausen 98% 84%
Celanese Polisinteza d.o 76% 73%
Synthesegasanlage Ruhr Gm 50% 50%
Pemeas Gmbl 0% 41%
Dacron Gmb} 0% 0%

The Company has a 60% voting interest and the t@hppoint a majority of the board of managemént o
Synthesegasanlage Ruhr GmbH, which results in tmepany controlling this entity and, accordinglye th
Predecessor and Successor are consolidating tiitis iartheir consolidated financial statements.

In December 2005, the Company sold the majoritysahterests in its cyclo-olefin copolymer ("COC")
business, which includes Dacron GmbH, as wellasdtmmon share interest in Pemeas GmbH. As suete th
entities are no longer consolidated as of Decer@beR005. (See Note 6).
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. Earnings per share

Basic earnings per share is based on the net gardivided by the weighted average number of common
shares outstanding during the period. Diluted egsper shares is based on the net earnings dibiddte
weighted average number of common shares outsiquddiring the period adjusted to give effect to canm
stock equivalents, if dilutive.



. Accounting for Sorbates Matter

On October 22, 1999, CAG was demerged from HoekBs(‘Hoechst”). In accordance with the
demerger agreement between Hoechst and CAG, CA@ssigned the obligation related to the Sorbates
matters. However, Hoechst agreed to indemnify CA8D% of payments for such obligations. Expenses
related to this matter are recorded gross of anl secoveries from Hoechst, and its legal succesgothe
consolidated statement of operations. Recovernigs floechst, and its legal successors, which repr&86 of
such expenses, are recorded directly to Sharelsdkelguity (deficit), net of tax, as a contributimincapital in the
consolidated balance sheet.

. Accounting for purchasing agent agreemer

CPO Celanese Aktiengesell Schaft & Co. ProcurméefitoKG, Frankfurt Am Main (“CPQ"), a
subsidiary of the Company, acts as a purchasingtagebehalf of the Company, as well as third partCPO
arranges sale and purchase agreements for rawiafatar a commission basis. Accordingly, the consioiss
earned on these third party sales are classifiedraduction to Selling, general and administra¢ixpense.
Commissions amounted to $9 million, $6 million,®&lion and $8 million for the year ended DecemBgr
2005, the nine months ended December 31, 2004hitbe months ended March 31, 2004 and the yeadende
December 31, 2003, respectively. The raw mateaiglssvolume commissioned by CPO for third parties
amounted to $880 million, $512 million, $149 mitiand $560 million for the year ended Decembe2805,
the nine months ended December 31, 2004, the thoe¢hs ended March 31, 2004 and the year ended
December 31, 2003, respectively.

. Functional and reporting currencies

For the Company's international operations whegduhctional currency is other than the U.S. dollar
assets and liabilities are translated using peeiodiexchange rates, while the statement of opasadmounts
are translated using the average exchange ratésefoespective period. Differences arising from titanslation
of assets and liabilities in comparison with trenslation of the previous periods or from initetognition
during the period are included as a separate coempai Accumulated other comprehensive income )loss

As a result of the Purchaser's acquisition of yptiantrol of CAG, the Predecessor financial statgmare
reported in U.S. dollars to be consistent with &ssor's reporting requirements. For CAG reporting
requirements, the euro continues to be the regpcimrency.

. Reclassifications

The Company has reclassified certain prior perimdnts to conform to current year’s presentatidre T
reclassifications had no effect on the consolidatatements of operations or Shareholders’ egsityraviously
reported.

. Cash flows from discontinued operations (revised)

The Company has revised its presentation of casvsftelated to discontinued operations. The castsf|
of continuing operations and discontinued operatiame presented together, with separate captiortbdo
operating, investing and financing activities adatintinued operations. In prior periods, the Corggaesented
the cash flows of discontinued operations withirtaia captions of operating, investing and finagodash flow:
together with those of continuing operations. Adéogly, the category totals for operating, invegtand
financing activities have not changed.
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5. Accounting changes and recent accounting pronouncams



During 2004, the Predecessor changed its invenanation method of accounting for its U.S. sulesiiis
from the LIFO method to the FIFO method to confavith the Successor's accounting policy. The Presienés
financial statements have been restated for albgepresented to reflect this change (See Note 4).

In January 2003, and subsequently revised in Deee003, the FASB issued FASB Interpretation No
Consolidation of Variable Interest Entitiasd FIN No. 46 Revised (collectively “FIN No. 45"FIN No. 46
clarifies the application of Accounting Researchl&in No. 51, “ Consolidation of Financial Statements
requiring the consolidation of certain variableshaist entities (“VIES™) which are defined as di@s having
equity that is not sufficient to permit such entityfinance its activities without additional sutiorate financial
support or whose equity holders lack certain chiarstics of a controlling financial interest. Toempany
deemed to be the primary beneficiary is requirecbiasolidate the VIE. FIN No. 46 required VIEs that the
definition of a special purpose entity to be coittaikbd by the primary beneficiary as of December2B03. For
pre-existing VIEs that did not meet the definitimina special purpose entity, consolidation wasraquired until
March 31, 2004. At December 31, 2003, upon adopfdfiN No. 46, the Predecessor did not identify ®iEs
other than the VIE disclosed below. As of Decen81er2005, the Successor did not have any signifi¢éss.

The Company had a lease agreement for its COC pigmDacron GmbH. This entity was created
primarily for the purpose of constructing and sujusmtly leasing the COC plant to the Company. This
arrangement qualified as a VIE. Based upon thedefithe lease agreement and the residual valuaigies th:
Company provided to the lessors, the Company wasdd the primary beneficiary of the VIE. During the
period the Company adopted FIN No. 46, the conatibd of this entity did not have a material impactthe
Company's financial position, results of operatiand cash flows. In December 2005, the Companytbkeld
majority of its interest in COC.

On December 8, 2003, the Medicare Prescription Dimgrovement and Modernization Act of 2003 (the
“Medicare Act”) was signed into law. The Medicafet introduces a prescription drug benefit undexdidare
(“Medicare Part D) as well as a federal subsidysponsors of retiree health care benefit plaasglovide a
benefit that is at least actuarially equivalenitedicare Part D. As of March 31, 2004, as permittgdrASB
Staff Position (“FSP”) 106-1Accounting and Disclosure Requirements Relatedédvtedicare Prescription
Drug, Improvement and Modernization Act of 2(, the Company deferred accounting for the effetthe Act
in the measurement of its Accumulated PostretiréBenefit Obligation ("APBQO") and the effect to net
periodic postretirement benefit costs. Specifialguice with respect to accounting for the effecthefAct was
recently issued in FSP No. 1064,counting and Disclosure Requirements Relatedadvtedicare Prescriptio
Drug, Improvement and Modernization Act of 2Cand the Company has adopted the provisions of &P N
106-2 as of the Effective Date. The adoption of &P 106-2 did not have a material impact on thenGany’s
financial position, results of operations and ciaivs.

In November 2004, the FASB issued SFAS No. 18¢entory Costs, amendment to ARB No. 43 Chapter
4 , which clarifies the accounting for abnormal amtswf idle facility expense, freight, handling cosnd
wasted material and requires that such items lmgreézed as current-period charges regardless athehthey
meet the “so abnormal” criterion outlined in ARRBo. 43. SFAS No. 151 also introduces the concept of
“normal capacity” and requires the allocationfofed production overheads to inventory based emtbrmal
capacity of the production facilities. Unallocateerheads must be recognized as an expense ietiog p
incurred. SFAS No. 151 is effective for inventonsts incurred during fiscal years beginning aftere]15,
2005. The Company is currently implementing SFAS Nl and does not believe that it will have a mialte
impact on its financial position, results of opeayas or cash flows.

In December 2004, the FASB revised SFAS No. B28punting for Stock Based Compensatiaich
requires that the cost from all share-based paytam$actions be recognized in the financial statém SFAS
No. 123 (R) Share Based Paymenf'SFAS No. 123 (R)"") requires companies to
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measure all employee stock-based compensation awainlg a fair-value method and record such expense
their consolidated financial statements. The adoptf SFAS No. 123 (R) will require additional aooting
related to the income tax effects and additionstldsure regarding the cash flow effects resulfiom share-
based payment arrangements. The Company is allawsselect either of two alternative transition noeth.



Under the first method, the Modified ProspectivepAgation method, SFAS 123 (R) applies to new awanod
modified awards after the effective date, and tp amvested awards as service is rendered on arthée
effective date. Under the second method, the MediRetrospective Application method, SFAS No. 128 (
applies to either all prior years for which SFAS.N@3 was effective or only to prior interim persoid the year
of adoption. The Company plans to adopt SFAS N8.(R) using the Modified Prospective Applicationthes,
SFAS No. 123 (R) is effective beginning in thetfiysarter of 2006, and SFAS 123 (R) will apply o a
outstanding and unvested option awards at adogaés The Company has completed a preliminary atialu
of the effect of adoption of SFAS 123 (R). The attopof SFAS 123 (R) is expected to increase Sgligenera
and administrative expenses by approximately $1flomin 2006 based upon options outstanding as of
December 31, 2005.

In December 2004, the FASB issued SFAS No. Ex8hanges of Nonmonetary Assets, an amendment of
APB Opinion No. 29, Accounting for Nonmonetary Bations. The amendments made by SFAS No. 153 are
based on the principle that exchanges of nonmonatsets should be measured based on the fair obtbe
assets exchanged. Further, the amendments elintheatearrow exception for nonmonetary exchangessnafar
productive assets and replace it with a broadeegian for exchanges of nonmonetary assets thabtibave
commercial substance. The statement is effectivadomonetary asset exchanges occurring in fissabgs
beginning after June 15, 2005. Earlier applicatsopermitted for nonmonetary asset exchanges doguirr
fiscal periods beginning after the date of issuafbe provisions of this statement shall be appiexspectively
The Company is currently evaluating the potentigbact of this statement and does not believe thetlihave ¢
material impact on its financial position, resufoperations or cash flows.

In March 2005, the FASB issued Interpretation Ng.Atcounting for Conditional Asset Retirement
Obligations—an interpretation of FASB Statement Ni3(“FIN No. 47”). FIN No. 47 provides guidelines as
to when a company is required to record a conditiasset retirement obligation. In general, anteigirequirec
to recognize a liability for the fair value of armhitional asset retirement obligation if the fa@we of the liabilit
can be reasonably estimated. The fair value d@laliy for the conditional asset retirement obtiga should be
recognized when incurredgenerally upon acquisition, construction, or depaient and (or) through the norr
operation of the asset. FIN No. 47 is effectivdater than the end of fiscal years ending afterebgoer 15,
2005. The adoption of FIN No. 47 did not have aariat impact on the Company’s financial positiogsults of
operations and cash flows.

6. Acquisitions, divestitures and ventur:

Acquisitions:

« On April 6, 2004, the Company acquired 84% of&Muring 2005, the Company acquired an
additional 14% of CAG (See Notes 1 and 2).

e In February 2005, the Company acquired Vinartid,North American and European emulsion
polymer business of Imperial Chemical Industrie€RLICI”) for $208 million, in addition to direct
acquisition costs of $9 million. Vinamul operateamafacturing facilities in the United States, Cam;
the United Kingdom, and the Netherlands. As pathefagreement, ICI will continue to supply
Vinamul with starch, dextrin and other specialtgriedients following the acquisition. The Company
will supply ICI with vinyl acetate monomer and pwiyyl alcohols. The supply agreements are for
fifteen years, and the pricing is based on markdtaher negotiated terms. The fair value of the
supply contract was approximately $11 million aramsw
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recorded as deferred revenue to be amortizedtbedifteen year life of the agreement. The Conypan
primarily financed this acquisition through borrags of $200 million under the amended and restated
senior credit facilities (See Note 16). Pro fornmafcial information has not been provided as the



acquisition did not have a material impact on tlin@any’s results of operations. The net sales and
operating profit (loss) of the Vinamul businesduided in the Company’s results of operations were
$343 million and $(15) million, respectively, fdve year ended December 31, 2005.

In July 2005, the Company acquired Acetex Capon (“Acetex”) for $270 million, in addition to
direct acquisition costs of $16 million and assurAedtex’s $247 million of debt, which is net of bas
acquired of $54 million. Acetex has two primary imesses—its Acetyls business and its Specialty
Polymers and Films business. The Acetyls busirseepérated in Europe and the Polymers and Film
businesses are operated in North America. The Coyngequired Acetex using existing cash. Pro
forma financial information has not been providedtee acquisition did not have a material impact on
the Company’s results of operations. The net saldsoperating profit (loss) of the Acetex business
included in the Company'’s results of operationses&247 million and $(4) million, respectively, for
the year ended December 31, 2005.

The following table presents the allocation of \find and Acetex acquisition costs, to the assetsiesm
and liabilities assumed, based on their fair values

Vinamul Acetex®
(in $ million)

Cash 10 54
Inventories 24 79
Property, plant, and equipme 152 28t
Goodwill 44 16€
Intangible asset 22 62
Debt — (31¢)
Pensions liabilitie: (34) (28)
Other current assets/liabilitit (1) (16)

Net assets acquire 217 28€

(1) Acetex purchase price allocation is prelimindriie Company expects to finalize the purchase@ilocation
by March 31, 2006.

Ventures:

In August 2005, the Company and Hatco Corponagigreed to wind up Estech GmbH, its venture for
neopropy! esters. The Company recorded an impairoterge of $10 million, included in Equity in
net earnings of affiliates, related to this maittethe year ended December 31, 2005.

In April 2004, the Company and a group of ineestied by Conduit Ventures Ltd. entered into a
venture, which was named Pemeas GmbH. This ventasdormed in order to advance the
commercialization of the Company's fuel cell tedbgyg. Pemeas GmbH was considered a variable
interest entity as defined under FIN No. 46. Thenpany was deemed the primary beneficiary of this
variable interest entity and, accordingly, consatiédl this entity in its consolidated financial
statements. In the period the Company adopted FINAS, the consolidation of this entity did not
have a material impact on the Company's finan@altfpn or results of operations and cash flows. In
December 2005, the Company sold its common stdekest in Pemeas GmbH, which resulted in the
Company no longer being the primary beneficiarye Tompany recognized a gain of less than $1
million related to this sale.
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e On October 1, 2003, Celanese AG and Degussa‘Béglssa’”) completed the combination of their
European oxo businesses. The venture, EuropearsévaH, consists of both companies' propylene-
based oxo chemical activities. Celanese AG corteihaet assets with a carrying value of $12 million
for a 50% interest in the venture. Celanese AGrethsubstantially all the accounts receivable,
accounts payable and accrued liabilities of itstigbated business existing on September 30, 2603. |
addition, Celanese AG and Degussa each have cosdnitfund the venture equally. Under a multi-
year agreement, Degussa has the option to sehdts in European Oxo GmbH to the Company a
value beginning in January 2008. The Company hasjtion to purchase Degussa's share in the
business at fair value beginning in January 200@. Company's European oxo business is part of the
Company 's Chemical Products segment. The Compguuoyts its investment in European Oxo GmbH
using the equity method of accounting.

Divestitures:

The following tables summarize the results of tisea@htinued operations for the year ended Decelber
2005, the nine months ended December 31, 2004hitbee months ended March 31, 2004 and the yeadende
December 31, 2003:

Net Sales
Successo! Predecesso

Year Nine Months Three Months Year

Ended Ended Ended Ended
December 31, December 31, March 31, December 31,

2005 2004 2004 2003

(in $ millions)

Discontinued operations of Chemical Prodt — 1 21 23€
Discontinued operations of Acetate Prodt 43 82 25 11¢
Discontinued operations of Ticol — 1 — 45
Total discontinued operatiol 43 84 46 39¢

Operating Profit (Loss)

Successor Predecessor
Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2005 2004 2004 2003
(in $ millions)
Discontinued operations of Chemical Prodt — — (5) @
Discontinued operations of Acetate Prodt 9 5 5 24
Discontinued operations of Ticol — — — —
Total discontinued operatiol 9 5 — 23
2005

. In October 2004, the Company announced plaimptement a strategic restructuring of its acetate

business to increase efficiency, reduce overcaparcitertain areas and to focus on products andetsr
that provide longerm value. As part of this restructuring, the Campannounced its plans to disconti
its Acetate Products’ filament operations prioDecember 31, 2005 and to consolidate its acetakte fl



and tow manufacturing operations. During the fougptlarter of 2005, the Company discontinued its
filament operations. As a result of this actiorg #ssets, liabilities,
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revenues and expenses related to the filamemnatipes are reflected as a component of discontinue
operations in the consolidated financial statemienégcordance with SFAS No. 144¢counting for the
Impairment or Disposal of Lol-Lived Assets (‘SFAS No. 144").

In July 2005, in connection with the Vinamulrtsaction, the Company agreed to sell its emulsion
powders business to ICI for approximately $25 willi This transaction includes a supply agreement
whereby the Company will supply product to ICI #operiod of up to fifteen years. In connection with
sale, the Company reduced goodwill related to togisition of Vinamul by $6 million. Closing of the
transaction occurred in September 2005. Net salethé emulsion powders business for the nine nsonth
ended September 30, 2005 was $30 million and matregs for the same period was $1 million.

In October 2005, the Company sold its Rock HBIG manufacturing facility for $4 million in cashs a
result the Company derecognized $12 million of ast@ement obligations and $7 million of
environmental liabililties which were legally tramfed to the buyer, and recorded a gain of $23amill

In December 2005, the Company sold its COC lassitio a venture of Japan's Daicel Chemical Inésstr
Ltd. ("Daicel") and Polyplastics Co. Ltd. ("Polyptics"). Daicel holds a majority stake in the veatwith
55% interest and Polyplastics, which itself is atuee between the Company and Daicel, owns the
remaining 45%. The transaction resulted in a lédsgpproximately $35 million.

2003

In September 2003, the Predecessor and The Dmmical Company (“Dow”)reached an agreement
Dow to purchase the acrylates business of the Besder. This transaction was completed in February
2004 for a sales price of approximately $149 millivhich resulted in a pre-tax gain of approximatel
$14 million in the three months ended March 31,2@bow acquired the Predecessor's acrylates bussines
line, including inventory, intellectual propertydtechnology for crude acrylic acid, glacial aarydicid,
ethyl acrylate, butyl acrylate, methyl acrylate &sethylhexyl acrylate, as well as acrylates prdidnc
assets at the Clear Lake, Texas facility. In rel@greements, the Company provides certain contract
manufacturing services to Dow, and Dow supplieglates to the Company for use in its emulsions
production. Simultaneous with the sale, the Preslmrerepaid an unrelated obligation of $95 million
Dow. The acrylates business was part of the Predecs Chemical business. As a result of this
transaction, the assets, liabilities, revenueseapenses related to the acrylates product lindseatlear
Lake, Texas facility as well as the gain recordedhe sale are reflected as a component of disooedi
operations in the consolidated financial statements

In December 2003, the Predecessor completeshlkeof its nylon business line to BASF. The
Predecessor received cash proceeds of $10 millidmecorded a gain of $3 million. The transact®n i
reflected as a component of discontinued operatiotise consolidated financial statements in acaoce
with SFAS No. 144.
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7. Securities Available for Sale

At December 31, 2005 and 2004, the Company had 820n and $303 million, respectively, of
securities available for sale, which were includsdch component of long-term and current Other sisEbe
Company's captive insurance companies and pensiated trusts hold these securities for capitatimeand
funding requirements, respectively. The Successmrded a net realized gain(loss) of $(2) milliox &7
million for the year ended December 31, 2005 aediihe months ended December 31, 2004, respectivieéy
Predecessor recorded a net realized gain of $@&méind $3 million for the three months ended M&th2004
and the year ended December 31, 2003, respectiMeéyamortized cost, gross unrealized gain, grossalized
loss and fair values for available-for-sale se@siby major security type at December 31, 2005283, were
as follows:

Amortized Unrealized Unrealized Fair
Cost Gain Loss Value

(in $ millions)

At December 31, 200!

Debt securitie:
U.S. governmer 77 — ®) 74
Foreign governmer — — — _
U.S. municipa — — — _

U.S. corporatt 73 — (1) 72
Total debt securitie 15C — 4 14¢€
Bank certificates of depos 1 — — 1
Equity securitie: 65 2 — 67
Mortgagebacked securitie 63 — 2 61
Money markets deposits and other secur 5 — — 5
284 2 (6) 28C

At December 31, 200:
Debt securitie!

U.S. governmer 47 — Q) 46
Foreign governmer 1 — — 1
U.S. municipa 1 — — 1
U.S. corporatt 12C — (1) 11¢
Total debt securitie 16¢ — 2 167
Bank certificates of depos 10 — — 10
Equity securitie: 37 — (@D} 36
Mortgagebacked securitie 82 — — 82
Money markets deposits and other secur o] — — o]
30€ — 3) 302

Fixed maturities at December 31, 2005 by contrdehadurity are shown below. Actual maturities could
differ from contractual maturities because borravmay have the right to call or prepay obligatiomith or
without call or prepayment penalties.
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Amortized
Cost Fair Value

(in $ millions)

Within one yea® 23 23
From one to five yeal 67 66
From six to ten yeal 63 61
Greater than ten yea 66 63

21¢ 212

() Proceeds received from fixed maturities that matithin one year are expected to be reinvested into
additional securities upon such maturity.

During 2005, the Company contributed $54 millioritte pension related trusts as part of the Acqorsibf
Celanese and $9 million related to the demutuadimadf an insurance company. In addition, the Gegsti
liguidated $75 million in debt securities to cash.

8. Receivables, net

Successor
As of As of
December 31, 2005 December 31, 2004

(in $ millions)

Trade receivable-third party and affiliate 934 86%
Reinsurance receivabl 117 164
Other 365 50€
Subtotal 1,41« 1,53t
Allowance for doubtful accoun- third party and affiliate (16) (22)
Net receivable 1,39¢ 1,51

As of December 31, 2005 and 2004, the Company bagigmificant concentrations of credit risk sinbe t
Company's customer base is dispersed across migenedt industries and geographies.

9. Inventories

Successor
As of As of
December 31, 2005 December 31, 2004

(in $ millions)
Finished good 504 462
Work-in-process 26 25




Raw materials and suppli 131 117
Total inventories 661 604

As a result of the acquisition of Vinamul (See Néjethe Company acquired inventory with a fairueabf
$24 million, which included $1 million in capitabd manufacturing profit in inventory. The inventavgs sold
prior to December 31, 2005.

As a result of the acquisition of Acetex (See Ne)tethe Company acquired inventory with a fair watif
$79 million, which included $4 million in capitabd manufacturing profit in inventory. The inventavgs sold
prior to December 31, 2005.
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10. Investments

Equity Methoc

The Company’s equity investments and ownershigésts are as follows:

Carrying
Ownership Percentage Value Share of Earnings (Loss'
Successor Successor Successor Predecessor
Nine Three
Months Months
As of As of As of As of Year Ended Ended Ended Year Ended
December 31, December 31, December 31 December 31 December 31 December31 March 31, December 31
Segment 2005 2004 2005 2004 2005 2004 2004 2003
(in $ millions)
Estech GmbH & Co.  Chemical
KG Products 51.0% 51.0% — — (10) (©)] — (€
European Oxo GmbF  Chemical
Products 50.(% 50.(% 13 3 1C (5) 3 2
Chemical
Erfei, A.LLE Products 45.0% — 1 — — — - -
Fortron Industries ]
Ticona 50.(% 50.(% 57 58 11 6 2 4

Korea Engineering
Plastics Co., Lt Ticona 50.0% 50.0% 14€ 15¢ 14 11 3 8

Polyplastics Co., Ltd

Ticona 45.(% 45.(% 17¢ 20z 24 17 7 15
InfraServ GmbH &
Co. Gendorf KC Other 39.0% 39.0% 23 25 4 3 1 1
InfraServ GmbH &
Co. Fochst KG Other 31.2% 31.2% 118 134 7 5 2 9
InfraServ GmbH &
Co. Knapsack K¢ Other 28.2% 27.% 17 20 1 1 — 1
Sherbrooke Capital
Health and Performanc
Wellness, L.P Products 10.0% 10.0% 4 3 _ 1 _ _
Total
55E 60C 61 36 12 35
Successor Predecessor
Nine Months Three Months
Year Ended Ended Ended Year Ended

December 31 December 31 March 31, December 31



2005 2004 2004 2003

(in $ millions)

Affiliates totals:

Net earning: 13¢ 94 27 85
Successor/Predeces’s share
Net earning: 61 36 12 35
Dividends and other distributiol 66 22 16 23
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Successor
As of As of
December 31, 2005 December 31, 2004

(in $ millions)

Total asset 2,29t 2,58
Total liabilities 1,18 1,34¢
Interests of other 67¢ 754
Success(' s share of equit 43: 482
Excess of cost over underlying equity in net assetgiirec 122 11€
Success('s carrying value of investmer 55E 60C

The Company accounts for its 10% ownership intereSherbrooke Capital Health and Wellness, L.P.
under the equity method of accounting because timep@ny is able to exercise significant influence.

Cost Investment

The Company's investments accounted for underabiensethod of accounting as of December 31, 2005
and 2004, respectively, are as follows:

Successor Successor
Carrying Carrying
Ownership Ownership Value Value
% as of % as of As of As of
December 31, December 31, December 31, December 31,
2005 2004 2005 2004
(in $ millions)
National Methanol Company (lbn Sir 25% 25% 54 54
Kunming Cellulose Fibers Co. Lt 30% 30% 15 15
Nantong Cellulose Fibers Co. L 31% 31% 77 77
Zhuhai Cellulose Fibers Co. L 30% 30% 15 15
InfraServ GmbH & Co. Wiesbaden K 8% 18% 13 22
Other 46 50

Total 22C 238




The Successor recognized $89 million and $33 milbbdividend income from investments accounted for
under the cost method for the year ended Decenihet0®5 and the nine months ended December 31, 2004
respectively. The Predecessor recognized divideoohie from investments accounted for under theroegioc
of $6 million and $53 million for the three montlisded March 31, 2004 and for the year ended Deae®ihe
2003, respectively. The amounts are included wi@itiner income (expense), net on the consolidatgdrsent
of operations.
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11. Property, Plant and Equipmer

Successor
As of As of
December 31, 2005 December 31, 2004

(in $ millions)

Land 56 41
Land improvement 52 49
Buildings 32C 24¢€
Machinery and equipme 1,88: 1,70:
Capitalized interes 19 9
Construction in progres 154 88
Property, plant and equipment, gr 2,48¢ 2,13¢
Less: accumulated depreciati (444) (43¢)
Property, plant and equipment, | 2,04( 1,70z

Depreciation totaled $218 million, $140 million, Billion and $271 million for the year ended Dedeam
31, 2005, the nine months ended December 31, 2004hree months ended March 31, 2004 and yeadende
December 31, 2003, respectively.

Assets under capital leases, net of accumulatedtiation, amounted to approximately $18 milliord$o
million at December 31, 2005 and 2004, respectively

Interest costs capitalized were $4 million, $4 imii| $3 million and $3 million for the year ended
December 31, 2005, the nine months ended Decemb@084, the three months ended March 31, 2004tend
year ended December 31, 2003, respecti

As a result of the acquisitions of Vinamul and Aoce{See Note 6) the Company acquired propertytplan
and equipment with fair values of $152 million &85 million, respectively. Additionally, propertglant and
equipment increased by $15 million as a resultw€pase accounting allocation related to the aultili CAG
shares purchased during 2005 (See Note 2).

In the first quarter of 2004, as part of the adedadivestiture, the Predecessor entered int@agieement
with Dow to allow Dow to use certain property, glaend equipment. As the agreement met the stipakabf a
capital lease under EITF Issue No. 0DB&termining Whether an Arrangement Contains a Lesise Company
reclassified $11 million related to property, plantd equipment into other long-term receivables.
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12. Goodwill
Chemical Acetate Performance
Products  Products  Ticona Products Other Total
(in $ millions)

Predecessol
Carrying value of goodwill as of December 31

2002 56& 158 343 — — 1,061

Finalization of purchase accounting

adjustment: (24) — — — — (24)

Exchange rate chang 27 o] — — — 35
Carrying value of goodwill as of December 31

2003 56¢ 161 348 — — 1,072

Exchange rate chang 2) 1) — — — ()
Carrying value of goodwill as of March 31, 2C 56€ 16C 343 — — 1,06¢
Successo!
Carrying value of goodwill associated with the

Acquisition as of December 31, 20 19z 18C 29C 84 — 747
Acquisition of CAG (12) 8 (16) @) — (26)
Acquisition of Acetex 14¢ — — — 17  16€
Acquisition of Vinamul 44 — — — — 44
Exchange rate chang 5 — 11 2 — 18
Carrying value of goodwill as of December 31

2005 38C 18€ 28t 79 17  94¢
Successor

As a result of the Acquisition and the OrganizatioRestructuring, the Company performed purchase pr
allocations and recorded goodwill of $747 millig8ee Notes 1 and 2).

In connection with the acquisition of Vinamul (S¢ete 6), the Company has allocated the purchase pri
to assets acquired and liabilities assumed basélgeoastimate of their fair value. The excess efgghrchase
price over the amounts allocated to assets antitiebis included in Goodwill, and was $44 milliat
December 31, 2005.

In connection with the acquisition of Acetex (Se&®\6), the Company has preliminarily allocated the
purchase price to assets acquired and liabilisssmed primarily based on the preliminary fair eatbd the
business acquired. The excess of the purchasequéreghe amounts allocated to assets and liasili§ include
in Goodwill, and is preliminarily estimated to b&&6 million at December 31, 2005. The Company thé
process of finalizing the fair value of all assatguired and liabilities assumed. The Company @sgedinalize
the purchase accounting for this transaction as as@ractical, but no later than March 31, 2006.

In connection with the acquisition of Acetex, a& #icquisition date, the Company began formulatiptaa
to exit or restructure certain activities. The Camyp has not completed this analysis, and as of idbee 31,
2005, has not recorded any liabilities associatitld tvese activities. As the Company finalizes plans to exit
or restructure activities, it may record additioliabilities, for among other things, severance sederance
related costs, and such amounts could be material.

During the year ended December 31, 2005, the Coyngacreased Goodwill by $26 million as a result of
purchase accounting adjustments related to theisitign and the acquisition of additional
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CAG shares. Included in this adjustment is a $2Baniincrease to goodwill, and a corresponding éase to
the Companys minority interest liability primarily associatedth the Organizational Restructuring that occu
in October 2004 (See Note 1). The Company als@asad Goodwill by $5 million, net, for various puase
accounting adjustments related to the original eitipn of CAG shares. As these represented imrizter
adjustments, individually and in the aggregategmperiods have not been restated. Also includedis
adjustment is a $54 million decrease to goodwsbagated with the additional CAG shares purchaseedh on
the fair value of the assets and liabilities aceghifSee Note 2).

13. Intangible Asset:

Successo
As of As of
December 31, 2005 December 31, 2004

(in $ millions)

Trademarks and tradenan 73 68
Customer related intangible ass 474 36&
Developed technolog 12 9
Covenants not to compe 11 —
Total intangible assets, grc 57C 44z
Less: accumulated amortizati (89) (42)
Total intangible assets, n 481 40C

Aggregate amortization expense charged againsingarfor intangible assets with finite lives isfalows:

Successo Predecessol
Nine Months Three Months
Year Ended Ended Ended Year Ended
December 31, December 31, March 31, December 31,
2005 2004 2004 2003

(in $ millions)
Amortization expens 58 38 2 11

Estimated amortization expense for the succeediedibcal years is approximately $67 million inG)
$65 million in 2007, $64 million in 2008, $61 mdh in 2009 and $52 million in 2010. The Company’s
trademarks and tradenames have an indefiniteAifeordingly, no amortization is recorded on thegarngible
assets.

In connection with the acquisition of Vinamul andeex, the Company has identified intangible assets
with an estimated value of $84 million, which wemmprised primarily of customer related intangiadsets. A
the Company has not finalized Acetex’s purchaseepllocation, this amount could change basedra fi
valuations. In addition, other intangible assety & identified. Additionally, Intangible assetsiieased by $65
million as a result of purchase accounting allas&irelated to the additional CAG shares purchdaedg 200*
(See Note 2).

In connection with the acquisition of Vinamul, tBiempany entered into a five-year non-compete
agreement with ICI. The Company has assigned adire of $10 million to this agreement.
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14. Other Current Liabilities

Successor

As of As of
December 31, 2005 December 31, 2004

(in $ millions)

Accrued salaries and benel 15¢ 20¢€
Environmental liabilities (See Note 18 25 25
Accrued restructuring (See Note : 44 68
Insurance liabilities 12t 11k
Accrued lega 13z 15C
Other 29¢ 324

Total other current liabilitie 784 88¢

15. Other Liabilities

Successo
As of As of
December 31, 2005 December 31, 2004

(in $ millions)

Environmental liabilities (See Note 1 99 11¢€
Insurance liabilitie: 87 144
Other 254 24¢€

Total other liabilities 44C 51C

As of December 31, 2005 and 2004, estimated ltasifor asset retirement obligations were $54iamill
and $52 million, respectively, of which $52 milliam2005 and $46 million in 2004 is included aoanponent
of other long-term liabilities included in the Otteaption above. This amount primarily represeinés t
Company's estimated future liability for site deitioh and for various landfill closures and theasated
monitoring costs at these operating sites.

Changes in asset retirement obligations are relemhas follows:

Successor Predecessor
Nine Months Three Months
Year Ended Ended Ended Year Ended
December 31, December 31, March 31, December 31,
2005 2004 2004 2003
(in $ millions)

Balance at beginning of peric 52 48 47 39
Additions 9 12 — 11

Accretion 4 1 1 2



Payment: ©) @ 1) 4

Divestitures®) (12 — — —
Purchase accounting adjustme 9 (9) — —
Revisions to cash flow estimat — (@D} 1 @
Exchange rate chang 1 2 _ _
Balance at end of peric 54 52 48 47

(1) Relates to sale of the Rock Hill plant (Seee\®}
In accordance with FIN No. 47, the Company recogphizonditional asset retirement obligations relabed

demolition and remediation activities at certairitefmanufacturing sites. The affect of adoptinty No. 47 was
immaterial and is included within additions in tiadle above.
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The Company has identified but not recognized assieeément obligations related to substantiallyoits
existing operating facilities. Examples of thegeety of obligations include demolition, decommissign
disposal and restoration activities. Legal obligasi exist in connection with the retirement of thassets upon
closure of the facilities or abandonment of theseég operations. However, the Company currenéynglon
continuing operations at these facilities indeéhjtand therefore a reasonable estimate of fairevalinnot be
determined at this time. In the event the Compamsitiers plans to abandon or cease operationess Hites,
an asset retirement obligation will be reassess#dthatime. If certain operating facilities werediose, the
related asset retirement obligations could sigaiftty affect the Company’s results of operationd eash flows.

16. Debt

Successor
As of As of
December 31, December 31,
2005 2004

(in $ millions)

Short-term borrowings and current installments of long-term debt

Current installments of loi-term debt 20 15
Shor-term borrowings from Affiliate: 13t 12¢
Other — 1

Total shor-term borrowings and current installments of I-term debt 15t 144

Long-term debt
Senior Credit Facilities

Term loan facility 1,70¢ 624
Revolving credit facility — —
Floating Rate Term Loan, due 20 — 35C
Senior Subordinated Notes 9.625%, due 2z 80C 1,231
Senior Subordinated Notes 10.375%, due Z 15z 272
Senior Discount Notes 10.5%, due 2( 30¢€ 424

Senior Discount Notes 10%, due 2( 73 10z



Term notes 7.125%, due 20 14 14
Pollution control and industrial revenue bondsetiest rates ranging from 5.:

to 6.7%, due at various dates through 2 191 191

Obligations under capital leases and other sedumawwings due at various
dates through 201 28 49
Other borrowing 29 _
Subtotal . 3,30z 3,25¢
Less: Current installments of lc-term debt 20 15
Total lon¢-term debt 3,282 3,24:
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Interest Expense

Successo! Predecesso
Nine Months Three Months
Year Ended Ended Ended Year Ended
December 31, December 31, March 31, December 31
2005 2004 2004 2003

(in $ millions)

Accelerated amortization of deferred financing
costs on early redemption and prepayment ¢

debt 28 89 — —
Premium paid on early redemption of d 74 21 — —
Other interest expen: 28t 19C 6 49
Total interest expens 387 30C 6 49

Senior Credit Facilities. As of December 31, 2005, the senior credit faegitonsist of a term loan
facility, a revolving credit facility and a credittked revolving facility. The term loan facilityooisists of
commitments of $1,386 million and €273 million, bahaturing in 2011.

The revolving credit facility, through a syndicatiof banks, provides for borrowings of up to $600iom,
including the availability of letters of credit W.S. dollars and euros and for borrowings on samerdtice.

In January 2005, the Company amended and restatseriior credit facilities and increased the tkyam
facility from $624 million to $1,750 million (inclling €275 million) and increased the revolving d@réatility
from $380 million to $600 million. As of Decembet, 2005, $64 million of letters of credit have béssued
under the revolving credit facility and $536 mitlieemained available for borrowing.

In addition, the Company has a $228 million créidited revolving facility, which matures in 2009h&
credit-linked revolving facility includes borrowirgapacity available for letters of credit. As ofd@enber 31,
2005, there were $199 million of letters of crasstued under the credit-linked revolving facilityda$29 million
remained available for borrowing.

Substantially all of the assets of Celanese HoklirgC (“Celanese Holdings”), the direct parentBEP
Crystal US Holdings Corp. (“BCP Crystal’”), andylgiect to certain exceptions, substantially alt®®xisting
and future U.S. subsidiaries, referred to as Uigaré@ntors, secure these facilities. The borrowingter the
revolving senior credit facility bear interest atade equal to an applicable margin plus, at theedweer's option,
either a base rate or a LIBOR rate. The applicataegin for a revolving facility borrowing under thase rate
option is 1.50% and for the LIBOR option, 2.50% €exch case, subject to a step-down based on aipearfoe
test, as defined). In November 2005, the Compamgnaied its senior credit facilities which lowered thargin
over LIBOR on the U.S. dollar denominated portidthe term loan facility from 2.25% to 2.00%. Inditibn, a



further reduction of the interest rate to LIBOR9ML75% is allowed if certain conditions are met.

BCP Crystal may voluntarily repay outstanding loander the senior credit facility at any time witio
premium or penalty, other than customary “breaKagests with respect to LIBOR loans.

Senior Subordinated NotesDuring June and July 2004, the Company issued?$Indllion and €200
million in senior subordinated notes for proceefi$19475 million, which included $4 million in préoms. All
of BCP Crystal's U.S. domestic, wholly owned sulzmies that guarantee BCP Crystal’s obligationseurtde
senior credit facilities guarantee the senior sdinated notes on an unsecured senior subordinatgs. ibn
February 2005, $521 million of the net proceedthefoffering of the Company's Series A common steeke
used to redeem a portion of the senior subordinadées and $51 million was used to pay the premium
associated with the redemption.
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Senior Discount Notes.In September 2004, Crystal LLC and Crystal US 3@vrp., a subsidiary of
Crystal LLC, issued $853 million aggregate printig@ount at maturity of the Company’s senior distawtes
due 2014 consisting of $163 million principal ambahmaturity of the Company’s 10% Series A senior
discount notes due 2014 and $690 million princgrabunt at maturity of the Company’s 10%:% Serie®Bi@&
Discount Notes due 2014 (collectively, the “sendiscount notes”). The gross proceeds of the oftewere
$513 million. Approximately $500 million of the preeds were distributed to the Company’s Original
Shareholders (See Note 19), with the remainingg®ds used to pay fees associated with the refimgndintil
October 1, 2009, interest on the senior discoutgswill accrue in the form of an increase in therated value
of such notes. Cash interest on the senior disamates will accrue commencing on October 1, 20@Bkan
payable semiannually in arrears on April 1 and ©etd.. In February 2005, the Company used $37anithf
the net proceeds of the offering of its Series Apwn stock to redeem a portion of the Series Aosatiscount
notes, $151 million to redeem a portion of the &B senior discount notes and $19 million to peygremium
associated with such redemption.

Mandatorily Redeemable Exchangeable Preferred StobkApril 2004, the Company issued 200,000
shares of Series A Cumulative Exchangeable Pref&hares due 2016 for gross proceeds of $200 millio
exclusive of $18 million of fees. The non-votingasds of preferred stock had an initial liquidatfeference of
$1,000 per share and a dividend rate of 13%. Asethares of preferred stock were mandatorily redbke,
they were recorded as a liability on the consoéiddialance sheet, and the Company recorded assbuitdrest
expense of $6 million for the nine months endededdwer 31, 2004. These shares of preferred stoak wer
redeemed on July 1, 2004 for $227 million, whictludled $6 million in accrued interest and a redéonpt
premium of $21 million. Accordingly, the Companypexsed $18 million of unamortized deferred finagcin
costs and the redemption premium of $21 milliorthkaf which are included within interest expenséhia nine
months ended December 31, 2004.

Other Financial Arrangements.In April 2004, the Company also borrowed $1,568iom under senior
subordinated bridge loan facilities and issued ratovily redeemable preferred stock totaling $200ioni, and
used the proceeds from such bridge loan and therafmtioned preferred stock, along with equity dbations
of $641 million (See Note 19), to fund the Acquait In June 2004, the Company used the proceedsifs
initial offering of $1,000 million and €200 milliofapproximately $244 million) of senior subordirditeotes,
together with available cash and borrowings undg3%0 million senior secured floating rate terrmléa repay
the senior subordinated bridge loan facilitiess@ocrued interest, and to pay related fees anghegg. In
addition, the Company borrowed $608 million undersenior credit facilities during 2004. These pexts were
used primarily to prepay acquired CAG debt of $&88ion, which was scheduled to mature between 209%
2009, as well as to contribute, along with avagatdsh, $409 million to the Company’s pension plans

In the first quarter 2005, the Company borrowedadditional $1,135 million under the amended and
restated senior credit facilities. A portion of skgroceeds, coupled with the proceeds from thialipublic
offering, were used to repay the senior subordihatges and senior discount notes, as previouslgrited, an
the $350 million floating rate term loan and rethearly redemption premiums of $4 million, $19 ioitl and
$51 million, respectively. In addition, $200 milliavas used to finance the February 2005 acquisitidhe
Vinamul business (See Note 6).



As detailed in Note 6, in July 2005, the Companyuiied Acetex for $270 million and assumed Acetex’s
$247 million of net debt, which is net of cash aceg of $54 million. The Company caused Acetexxereise
its option to redeem its 10 7/8% senior notes di@®2otaling $265 million. The redemption was fudide
primarily with cash on hand. The redemption pricesv$280 million, which represents 105.438% of the
outstanding principal amount, plus accrued and ighipgerest to August 19, 2005. On August 25, 2068,
Company repaid the remaining $36 million of assumelok with available cash.
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Covenants. The senior credit facilities are subject to prepamt requirements and contain covenants,
defaults and other provisions. The senior credilifees require BCP Crystal to prepay outstandiegn loans,
subject to certain exceptions, with:

— 75% (such percentage will be reduced to 50% PEIZystal's leverage ratio is less than 3.00 t0 fod
any fiscal year ending on or after December 315200 BCP Crystal's excess cash flow;

—100% of the net cash proceeds of all non-ordicanyse asset sales and casualty and condemnation
events, unless BCP Crystal reinvests or contraatsihvest those proceeds in assets to be use@m@ystal's
business or to make certain other permitted investswithin 12 months, subject to certain limitatp

—100% of the net cash proceeds of any incurrehdelat other than debt permitted under the senigdit
facilities, subject to certain exceptions; and

—50% of the net cash proceeds of issuances dfyenfuCelanese Holdings, subject to certain exoeti

The indentures governing the senior subordinatéelsnand the senior discount notes limit the abdityhe
issuers of such notes and the ability of theirietstd subsidiaries to:

. incur additional indebtedness or issue prefestedk;

. pay dividends on or make other distributionsegrurchase the respective issuer’s capital stock;

. make investments;

. enter into certain transactions with affiliates;

. limit dividends or other payments by BCP Crystaéstricted subsidiaries to it;

. create liens or other pari passu on subordinatbebtedness without securing the respective notes

. designate subsidiaries as unrestricted subsdjsand

. sell certain assets or merge with or into ottempanies.

Subject to certain exceptions, the indentures gorgrthe senior subordinated notes and the sersoouani

notes permit the issuers of the notes and thetrictedd subsidiaries to incur additional indebtesiencluding
secured indebtedness.

The senior credit facilities contain a number ofeants that, among other things, restrict, sultgecertai
exceptions, the ability of the Company to:



. sell assets;

. incur additional indebtedness or issue prefestedk;

. repay other indebtedness (including the notes);

. pay dividends and distributions or repurchasér tbapital stock;

. create liens on assets;

. make investments, loans guarantees or advances;

. make certain acquisitions;

. engage in mergers or consolidations;

. enter into sale and leaseback transactions;

. engage in certain transactions with affiliates;
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. amend certain material agreements governing 86Btal’s indebtedness;

. change the business conducted by Celanese deldimd its subsidiaries; and

. enter into hedging agreements that restricdeinds from subsidiaries.

In addition, the senior credit facilities requir€B Crystal to maintain the following financial covamts: a
maximum total leverage ratio, a maximum bank deb¢tage ratio, a minimum interest coverage rate an
maximum capital expenditures limitation. The maximoonsolidated net bank debt to Adjusted EBITDAorat
as defined, previously required under the senieditfacilities, was eliminated when the Companyeaded the
facilities in January 2005.

As of December 31, 2005, the Company was in compdiavith all of the financial covenants relatedtso
debt agreements.

The maturation of the Company’s debt, includingrsberm borrowings, is as follows:

Total



(in $ millions)

2006 15¢&
2007 29
2008 22
2009 40
2010 28
Thereafte(® 3,16¢

Total 3,43i

@) Includes $2 million purchase accounting adjustmemtssumed debt.

17. Benefit Obligations

Pension obligations. Pension obligations are established for beneéiy@ple in the form of retirement,
disability and surviving dependent pensions. Theefits offered vary according to the legal, fisaatl economi
conditions of each country. The commitments refsath participation in defined contribution and ahedil
benefit plans, primarily in the U.S. Benefits aspdndent on years of service and the employee'parsation.
Supplemental retirement benefits provided to certanployees are naualified for U.S. tax purposes. Sepal
trusts have been established for some non-qualifeus.

Defined benefit pension plans exist at certaintioos in North America and Europe. As of Decembier 3
2005, the Company's U.S. qualified pension planesgnted greater than 85% and 75% of Celanesespen
plan assets and liabilities, respectively. Independrusts or insurance companies administer therityaof
these plans. Actuarial valuations for these plaageaepared annually.

The Company sponsors various defined contributlangin Europe and North America covering certain
employees. Employees may contribute to these gladghe Company will match these contributionsarying
amounts. Contributions to the defined contribufitems are based on specified percentages of engloye
contributions and they aggregated $12 million far year ended December 31, 2005, $8 million fonthe
months ended December 31, 2004, $3 million forttinee months ended March 31, 2004 and $11 milloritfe
year ended December 31, 20

In connection with the acquisition of CAG, the Fhaser agreed to pfand $463 million of certain pensi
obligations. During the nine months ended DecerBtte2004, $409 million was pre-funded to the Conyfmn
pension plans. The Company contributed an additi® million to the non-qualified pension plan&bbi
trusts in February 2005.

In connection with the Company's acquisition of &imul and Acetex, the Company assumed certain assets
and obligations related to the acquired pensionslihe Company recorded liabilities of $128 millfor these
pension plans. Total pension assets acquired amdomi$85 million.
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As part of a restructuring program announced iro@et 2004, the Company closed certain plants cblate
its acetate filament production and has consoliiascacetate flake and tow operations from fiveatmns to
three. This resulted in the reduction of nearly 808. employees triggering a plan curtailment. Thgailment
resulted in an increase in the projected benefigation ("PBQO") and a corresponding curtailmerddmf $1



million for the U.S. pension plan during the yeaded December 31, 2005.

Other postretirement obligations. Certain retired employees receive postretiremermticaébenefits unds
plans sponsored by the Company, which has the togmodify or terminate these plans at any timen@any
employees in the U.S. who were 50 years of agd damuary 1, 2001, are eligible to receive posesaient
medical benefits, both pre-65 coverage and contirsgeondary coverage at age 65, provided that upon
termination they are at least age 55 and have armim of 10 years of service. On January 1, 2004, th
Predecessor eliminated continued postretirementaalecbverage at age 65 for employees who weraget0
on January 1, 2001 or were hired on or after Jgnlia2001. This group of employees continues tellagble
for pre-65 postretirement medical coverage provithed upon termination they are at least age 55hand a
minimum of 10 years of service. Generally, the dostoverage is shared between the Company and the
employee, and is determined based upon completad pé service. Employees hired on or after Jantia@p0¢
are not eligible for any company subsidized posaetent medical coverage.

In connection with the Company's acquisition of &imul and Acetex, the Company assumed certain assets
and obligations related to the acquired entiti@stpetirement benefit plans. The Company recoridgdxdities of
$24 million for these postretirement benefit plans.

In 2003, the U.S. postretirement medical plan wasraded to introduce defined dollar caps for pre3199
retirees. These changes were approved in Junea&@DBesulted in a reduction in the APBO which wetup as
a $67 million negative prior service cost basenase changes become effective July 1, 2004.

In December 2003, the Medicare Act establishedeaqguiption drug benefit under Medicare known as
“Medicare Part D.” As a result of this new feddyafunded benefit, the Company expects a redudibotie
post-65 medical per capita claims cost in its maggment plan. Accordingly, the Company treateslrésulting
$6 million reduction in APBO at July 1, 2004 aseatuarial gain. The introduction of the federal &f@mreducec
the Company's SFAS No. 106 net periodic benefit fmyghe fiscal year ended December 31, 2004 by tean
$1 million, due to lower service cost and intexast, as well as amortization of the unrecognizeticain.
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Pension Benefits

Successor
As of As of
December 31, December 31,
2005 2004

(in $ millions)

Change in projected benefit obligation

Projected benefit obligation at beginning of pel 3,122 2,87¢
Service cos 40 30
Interest cos 181 131
Participant contribution 1 1
Plan amendmen 2 —
Actuarial losse® 165 187
Acquisitions 12¢ 1
Special termination benefi 1 —
Divestitures — Q)
Settlement: (12 2
Benefits paic (189 (136

Transfers Q) —



Curtailment QD —
Foreign currency exchange rate char (24) 35
Projected benefit obligation at end of per 3,407 3,122

(1) Primarily relates to change in discount rates.
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Successol
As of As of
December 31, December 31,
2005 2004

(in $ millions)

Change in plan asset
Fair value of plan assets at beginning of pe
Actual return on plan asse
Employer contribution:
Participant contribution
Acquisitions
Settlement:
Benefits paic
Foreign currency exchange rate char
Fair value of plan assets at end of pe
Funded status and net amounts recognize
Plan assets less than benefit obliga
Unrecognized prior service cc
Unrecognized actuarial lo:
Unrecognized net transition obligati

Net amount recognized in the consolidated balaheets

Amounts recognized in the accompanying consolidatdahlance sheets
consist of:

Accrued benefit liability
Additional minimum liability(?)
Net amount recognized in the consolidated balaheets

(1) Amount shown net of tax in the consolidatedesteents of shareholders' equity (deficit). See Ndtand the

related tax associated with the additional mininpension liability.

2,48¢ 1,99t
201 171
44 434

1 1

85 —
(12 2
(18¢) (13€)
(13) 23
2,60: 2,48¢
(804) (63€)
2 —
302 152
— 1
(504) (482)
(660) (504)
15€ 22
(504) (482)




Weighted-average assumptions used to determine benefit olditions

Discount rate
U.S. plans
International plan
Combined
Rate of compensation increa
U.S. plans
International plan
Combined

F-44

Pension Benefits

Successo
As of As of
December 31, December 31,
2005 2004
5.65% 5.88%
4.54% 5.5(%
5.4€% 5.85%
4.0(% 4.00%
3.2% 3.25%
3.81% 3.8(%
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Change in projected benefit obligation
Projected benefit obligation at beginning of pel
Service cos
Interest cos
Participant contribution
Actuarial losses (gain:

Acquisitions

Curtailments

Benefits paic

Foreign currency exchange rate char
Projected benefit obligation at end of per

Change in plan assets

Postretirement Benefits

Successor
As of As of
December 31, December 31,
2005 2004

(in $ millions)

421 417
3 2
23 19
15 10
(44) 15
24 1
©) —
(63) (45)
1 2
377 421

Postretirement Benefits

Successor
As of As of
December 31, December 31,
2005 2004

(in $ millions)




Fair value of plan assets at beginning of pe — —

Company contribution 48 35
Participant contribution 15 10
Benefits paic (63) (45)

Fair value of plan assets at end of pe — —

Funded status and net amounts recognize

Plan assets in excess of (less than) benefit dldig (377 (421
Unrecognized prior service (bene — —
Unrecognized actuarial (gain) la (31) 15

Net amount recognized in the consolidated balaheets (40¢) (40€)

Postretirement Benefits

Successor
As of As of
December 31, December 31,
2005 2004

(in $ millions)

Weighted-average assumptions used to determine benefit olditions
Discount rate

U.S. plans 5.62% 5.88%

International plan 4.97% 5.6&%

Combined 5.57% 5.8€%
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The projected benefit obligation, accumulated bieoéligation, and fair value of plan assets fdidafined
benefit pension plans with accumulated benefitgattions in excess of plan assets at the end of 2002004
were as follows:

Successor
As of As of
December 31, 2005 December 31, 2004

(in $ millions)

Projected benefit obligatic 3,361 3,10z
Accumulated benefit obligatic 3,20¢ 2,94¢
Fair value of plan asse 2,56: 2,46¢

The accumulated benefit obligation for all defirEhefit pension plans was $3,235 million and $2,964
million at December 31, 2005 and 2004, respectively

The Company uses a measurement date of Decemli@r &l pension and other postretirement benefit
plans.

In 2003, the Predecessor changed the actuariati@umeasurement date for its Canadian pension and



other postretirement benefit plans from Septemban®ecember 31. The net effect of this changenveas
material.

Pension Benefits

Successor Predecessor
Nine Months Three Months
Year Ended Ended Ended Year Ended

December 31, December 31, March 31, December 31,

Components of net periodic benefit cos 2005 2004 2004 2003

(in $ millions)

Service cos 40 30 9 36
Interest cos 181 131 40 171
Expected return on plan ass (200 (137) (40 a7)
Amortization of prior service co: — — 1 8
Recognized actuarial lo: 1 2 6 16
Amortization of the unamortized obligatit — — — (1)
Curtailment los: 2 — — —
Settlement los 1 4 — 1
Special termination benefi 1 3 — —
Change in measurement da — — — (1)

Net periodic benefit cos 26 39 16 55
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Pension Benefits
Successor Predecessor
Nine Months Three Months

Weighted-average assumptions used t &iaerni?gregl, Decerber 31, MaErr::dhegl, &iaerni?gregl,
determine net cost 2005 2004 2004 2003

(in $ millions)

Discount rate

U.S. plans 5.88% 6.25% 6.25% 6.75%
International plan 5.5(% 6.0(% 5.7(% 6.3(%
Combinec 5.85% 6.2(% 6.2(% 6.7(%
Expected return on plan asse¢
U.S. plans 8.5(% 8.5(% 8.5(% 9.0(%
International plan 6.25% 7.35% 7.35% 7.1(%
Combinec 8.1%% 8.4(% 8.4(% 8.85%
Rate of compensation increa
U.S. plans 4.0(% 4.0(% 4.0(% 4.0(%

International plan 3.25% 3.25% 3.25% 3.3(%



Combined

3.8(% 3.8(% 3.8(% 3.8(%

On January 1, 2004, the Companfpealth care cost trend assumption for U.S. piretingent medical plan
net periodic benefit cost was 11% per year gradimgn 1% per year to an ultimate rate of 5%. On danf,
2005, the health care trend rate was 10% per yedirg down 1% per year to an ultimate rate of 5%.

Components of net periodic benefit cos

Service cos
Interest cos
Amortization of prior service cost (benef
Recognized actuarial lo:
Curtailment gair
Change in measurement da
Net periodic benefit cos

Weighted-average assumptions used t(
determine net cosl

Discount rate
U.S. plans
International plan
Combined

Postretirement Benefits

Successor Predecessor
Nine Months Three Months
Year Ended Ended Ended Year Ended
December 31, December 31, March 31, December 31,
2005 2004 2004 2003
(in $ millions)
3 2 1 2
23 19 6 27
— 1) 1) ©)
— 1 2 8
(2) — — —
— — — 1
25 21 8 35
Postretirement Benefits
Successor Predecessor
Nine Months Three Months
Year Ended Ended Ended Year Ended
December 31, December 31, March 31, December 31,
2005 2004 2004 2003
(in $ millions)
5.8t% 6.25% 6.25% 6.7%%
5.6&% 6.0(% 6.0(% 6.5(%
5.8t% 6.25% 6.25% 6.75%
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Included in the pension obligations above are atiiabilities relating to supplemental retiremplans fo
certain employees amounting to $235 million and8s2@lion as of December 31, 2005 and 2004, resyedgt
Pension expense relating to these plans includedtiperiodic benefit cost totaled $15 million, $tilion, $5
million and $18 million for the year ended DecemBgr 2005, the nine months ended December 31, 2004,
three months ended March 31, 2004 and for the gieded December 31, 2003, respectively. To funcethes
obligations, non-qualified trusts were establisheduded within other non-current assets, whicll he
marketable securities valued at $181 million ang7dillion at December 31, 2005 and 2004, respelgtiand
recognized income (loss), excluding appreciatiomstirance contracts, of $6 million, $6 millionL$million
and $3 million for the year ended December 31, 2€8@5nine months ended December 31, 2004, the thre



months ended March 31, 2004 and the year endedniexre31, 2003, respectively. In addition to holding
marketable securities, the non-qualified trust Baftvestments in insurance contracts of $68 milderof
December 31, 2005 and 2004, respectively. In 2B@5Successor contributed $9 million to these srérsim
proceeds received from the demutualization of aorance company. In 2003, the Predecessor coradifit8
million to these trusts from proceeds received ftbmdemutualization of an insurance company. die g
associated with these proceeds was included widtter income (expense), net, in the consolidatte istent of
operations.

The asset allocation for the qualified U.S. defibedefit pension plan as of December 31, 2005 864 ,2
respectively, and the target allocation range26@86 by asset category is presented below. Thedaie of plat
assets for this plan was $2,222 million and $2 /t88on as of December 31, 2005 and 2004, respelstiv
These asset amounts represent approximately 8%k dbtal pension assets at December 31, 2005 &¥da8
December 31, 2004. The expected long-term ratetafm on these assets was 8.5% at December 31 a2@05
2004, respectively.

Plan assets did not include any investment in @slarCorporation common shares during the periods
presented.

Target Percentage of Plan Assets at
Allocation December 31,
Asset Category—US 2006 2005 2004
Equity securitie: 55 - 7% 77% 73%
Debt securitie: 25 - 3% 22% 22%
Real estate and oth 0- 1% 1% 5%
Total 10C% 10C%

The asset allocation for the Canadian defined litgperision plans as of December 31, 2005 and 2004,
respectively, and the target allocation range266 by asset category are presented below. Thediaie of
plan assets for these plans was $198 million ad® $dillion as of December 31, 2005 and 2004, respsyg.

Target Percentage of Plan Assets at
Allocation December 31,
Asset Category— Canada 2006 2005 2004
Equity securitie: 55 - 7% 59% 62%
Debt securitie! 25 - 4% 32% 30%
Real estate and oth 0 - 6% 9% 8%
Total 10C% 10C%

The Company's postretirement benefit plans arendwd.

The financial objectives of the qualified U.S. a&anadian pension plans are established in conpamcti
with a comprehensive review of each plan's liapairucture. The Company’s asset allocation pdkdyased on
a detailed asset/liability analysis. In developimgestment policy and financial goals,
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consideration is given to the plan's demographiesyeturns and risks associated with alternativestment
strategies, and the current and projected caslensepand funding ratios of the plan. A formal dkability mix
study of the plan is undertaken every 3 to 5 yeasghenever there has been a material changernn pla



demographics, benefit structure or funding statsiavestment market. The Company has adoptedgaterm
investment horizon such that the risk and duradiimvestment losses are weighed against the leng-t
potential for appreciation of assets. Although ¢heainnot be complete assurance that these obguetillde
realized, it is believed that the likelihood foethrealization is reasonably high, based uporatset allocation
chosen and the historical and expected performahite asset classes utilized by the plans. Ttentns for
investments to be broadly diversified across adastes, investment styles, investment managers|ageed an
emerging markets, business sectors and securit@sléer to moderate portfolio volatility and riskvestments
may be in separate accounts, commingled trustyjahfunds and other pooled asset portfolios pravithey all
conform to fiduciary standards.

External investment managers are hired to managpehsion assets. An investment consultant asgists
the screening process for each new manager hingzt. tBe long-term, the investment portfolio is ectee to
earn returns that exceed a composite of marketésdhat are weighted to match each plan's tasget a
allocation. Long-term is considered 3 to 5 yeamyéwver, incidences of underperformance are analyitesl
portfolio return should also (over the long-termgehor exceed the return used for actuarial caionisin order
to minimize future pension contributions and edi@tain pension expense.

The expected rate of return assumptions for plaatasire based mainly on historical performanceaed
over a long period of time (15 to 20 years) encossjpey many business and economic cycles. Adjussnent
upward and downward, may be made to those histagtarns to reflect future capital market expeotad;
these expectations are typically derived from etxadvice from the investment community and surveyseer
company assumptions.

As a result of the $105 million contribution madetie German plans for the year ended December 31,
2004, the four largest German plans, for the fimg, have pension plan assets. The asset allodatidhe
German defined benefit pension plans as of DeceBihe2005, and the target allocation ranges fo620
asset category are presented below. The fair \wdlpkan assets for these plans was $113 million$iriB
million as of December 31, 2005 and 2004, respelstiv

Target Percentage of Plan Assets at
Allocation December 31,
Asset Category — Germany 2006 2005 2004
Equity securitie: 20 - 4% 34% 31%
Debt securitie! 60 - 8(% 66% 69%
Total 10C% 100%

Plan assets did not include any investment in @slarCorporation’s common shares during the periods
presented.

External investment managers have been hired t@geathe German pension assets. For the equity
securities portion, the goal is to approximatedaeelopment of the Euro Stoxx 50 Total Return penfmce
using a passive equity mandate. For the debt sgqaition, a benchmark oriented active fixed ineomandate
that is oriented towards the Lehman Euro AggreBated Index is used.

To limit the market price risk of the invested ferntiwas decided to invest the majority of the faiintto
fixed income instruments. The remaining portiorihef funds were invested into equity instrumentseoefit
from a potentially higher equity performance congolwith the current performance of fixed income
instruments.
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Beginning October 1, 2004, two different fund magragone for equity and one for fixed income, began
investing in the equity and fixed income fund. Bg end of October 2004 both funds were completelgsted.

The funds are designated and managed in a wayhthasssets invested provide a euro based perfoane



meet the pension requirements of German entitieshadre predominantly in euro. This ensures that
additional risks from currency fluctuations are kapa low level.

The expected rate of return assumptions for plaatasire based mainly on historical performanceaet
over a long period of time (15 to 20 years) encossjpey many business and economic cycles. Adjussnent
upward and downward, may be made to those histagtarns to reflect future capital market expeotad;
these expectations are typically derived from etxadvice from the investment community and surveyseer
company assumptions.

The table below reflects the pension benefits etgueto be paid from the plan or from the Company's
assets. The postretirement benefits representahg@ny's share of the benefit cost. Expected durtians
reflect amounts expected to be contributed to fdmulans or expected to be paid out as benefit paisrier the
unfunded plans.

Postretirement

Pension Benefits Benefits

Employer Contributions (in $ millions)

2006 (projected 39 39
Expected Benefit Payments

2006 19¢ 39

2007 23z 38

2008 192 36

2009 187 35

2010 187 34

2011-2015 1,07¢ 152

Assumed health care cost trend rates have a signifeffect on the amounts reported for the hezlth
plans. A one-percentage-point change in assumdthlozae cost trend rates would have the folloveffgcts:

One Percent One Percent
Increase Decrease

(in $ millions)
Effect on postretirement obligatic 5 5)

The effect of a one percent increase or decreatteiassumed health care cost trend rate wouldlkase
than a $1 million impact on service and interest.co

The following table represents additional benddibilities and other similar obligations:

Successor
As of As of
December 31, 200! December 31, 200-
Other Obligations (in $ millions)
Long-term disability 49 71
Other 9 19
Total 58 90

In 2004, Celanese amended its long-term disalgley to align the benefit levels with the retireedical
plan. As a result of this change, the employeeriartton for the long-term disability medical coage
increased substantially for current participantth disability plan. Subsequent to the adoption
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of the change, enroliment in the plan has beeringrdownward, with 20% of the participants declmi
coverage. Accordingly, the Company reduced thebdigaaccrual by $9 million at December 31, 20G5za
result of the lower enroliment experience. In additmedical claims assumptions were lowered tecetctual
plan experience and the percentage of long-terabdity medical payments paid for by Medicare. Ttlgnge
lowered the long-term disability accrual by an diddial $9 million.

18. Environmental

General — The Company is subject to environmental lawsragdlations worldwide which impose
limitations on the discharge of pollutants into ieand water and establish standards for thénteat, storage
and disposal of solid and hazardous wastes. Thep@oynbelieves that it is in substantial compliawith all
applicable environmental laws and regulations. Chenpany is also subject to retained environmental
obligations specified in various contractual agreets arising from divestiture of certain businessethe
Company or one of its predecessor companies.

For the year ended December 31, 2005 and for ttembnths ended December 31, 2004, the Successor's
worldwide expenditures, including expenditureslégal compliance, internal environmental initiagvend
remediation of active, orphan, divested and U.peBund sites were $84 million and $66 million,gestively.

The Predecessor's worldwide expenditures for theetmonths ended March 31, 2004 and the year ended
December 31, 2003 were $22 million and $80 milli@spectively. The Successor's capital projectadla
environmental expenditures for the year ended Dbeei®l, 2005 and the nine months ended December 31,
2004, and the Predecessor's for the three monttesiéiarch 31, 2004 and the year ended Decemb&08B,
included in worldwide expenditures, were $8 milli&6 million, $2 million and $10 million, respeotily.
Environmental reserves for remediation matters \§&&4 million and $143 million as of December 3002
and 2004, respectively, which represents the Cogipdiest estimate.

Remediation- Due to its industrial history and through retdimentractual and legal obligations, the
Company has the obligation to remediate speciéason its own sites as well as on divested, orph&hS.
Superfund sites. In addition, as part of the deercagreement between the Predecessor and Hoechst AG
(“Hoechst”), a specified portion of the responiitly for environmental liabilities from a numbef bloechst
divestitures was transferred to the Predecesser Ciimpany provides for such obligations when trentof
loss is probable and reasonably estimable.

For the year ended December 31, 2005, the ninehm@mded December 31, 2004, the three months ended
March 31, 2004 and the year ended December 31, #®3otal remediation efforts charged to earnivefore
tax were $14 million, $3 million, $0 million and $Aillion, respectively. These charges were offsetdversals
of previously established environmental reservestdifavorable trends in estimates at unrelated sit $10
million, $2 million, $2 million and $6 million dunig the year ended December 31, 2005, the nine memitked
December 31, 2004, the three months ended MarcR0®Y, and the year ended December 31, 2003,
respectively. In 2005, the Company also record$d million reduction to previously established eoaimental
reserves due to the sale of the Rock Hill plane(Sete 6). Management believes that environmental
remediation costs will not have a material adveff§ect on the financial position of the Companyt imay have
a material adverse effect on the results of op@rator cash flows in any given accounting period.

The Company did not record any insurance recoveglased to these matters for the reported periods.
There are no receivables for recoveries as of Dbeefil, 2005 and 2004.

German InfraServs On January 1, 1997, coinciding with a reorgaioradf the Hoechst businesses in
Germany, real estate service companies (“InfraS§rwere created to own directly the land and propanty to
provide various technical and administrative sesiat each of the manufacturing locations. The Gomphas
manufacturing operations at three InfraServ locegtim Germany: Oberhausen, Frankfurt am Main-Hdeming
Kelsterbach, and holds interests in the companféshnown and operate the former Hoechst sites indGH,
Knapsack and Wiesbaden.
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InfraServs are liable for any residual contaminaaod other pollution because they own the reakesin
which the individual facilities operate. In additidHoechst, as the responsible party under Germhlicgaw, is
liable to third parties for all environmental dareabat occurred while it was still the owner of fiants and re:
estate. The contribution agreements entered int®®Y between Hoechst and the respective operating
companies, as part of the divestiture of these eones, provide that the operating companies wieimnify
Hoechst against environmental liabilities resultiram the transferred businesses. Additionally,ItifeaServs
have agreed to indemnify Hoechst against any enwiemtal liability arising out of or in connectioritiv
environmental pollution of any site. Likewise, iertain circumstances the Company could be resplerfsibthe
elimination of residual contamination on a few sitleat were not transferred to InfraServ compaimeshich
case Hoechst must reimburse the Company for twdsglhif any costs so incurred.

The InfraServ partnership agreements provide #sabetween the partners, each partner is resperisibl
any contamination caused predominantly by sucmparfAny liability, which cannot be attributed to a
InfraServ partner and for which no third partyesponsible, is required to be borne by the Infra®artnership
In view of this potential obligation to eliminatesidual contamination, the InfraServs, primarillatiag to
equity and cost affiliates which are not consokdaby the Company, have reserves of $69 milliong81id
million as of December 31, 2005 and 2004, respelstiv

If an InfraServ partner defaults on its respectindemnification obligations to eliminate residual
contamination, the owners of the remaining paréitign in the InfraServ companies have agreed td futh
liabilities, subject to a number of limitations. Tiee extent that any liabilities are not satisfigdeither the
InfraServs or their owners, these liabilities aréd¢ borne by the Company in accordance with theedger
agreement. However, Hoechst will reimburse the Camggor two-thirds of any such costs. Likewisecartain
circumstances the Company could be responsiblgéoelimination of residual contamination on sevsitas
that were not transferred to InfraServ companiesyhich case Hoechst must also reimburse the Coyrjpan
two-thirds of any costs so incurred. The German InfraSare owned partially by the Company, as notéovie
and the remaining ownership is held by various tieenpanies. The Company's ownership interest and
environmental liability participation percentages $uch liabilities which cannot be attributed iolafraServ
partner were as follows as of December 31, 2005:

Company Ownership % Liability %

InfraServ GmbH & Co. Gendorf Ki 39.(% 10.(%
InfraServ GmbH & Co. Oberhausen k 98.(% 96.(%
InfraServ GmbH & Co. Knapsack K 27.(% 22.(%
InfraServ GmbH & Co. Kelsterbach K 100.(% 100.(%
InfraServ GmbH & Co. l6chst KG 31.2% 40.(%
InfraServ GmbH & Co. Wiesbaden K 7.9% 0.C%
InfraServ Verwaltungs Gmb| 100.(% 0.C%

U.S. Superfund SiteslIn the U.S., the Company may be subject to snbataclaims brought by U.S.
federal or state regulatory agencies or privatéviddals pursuant to statutory authority or comnten. In
particular, the Company has a potential liabilindar the U.S. Federal Comprehensive EnvironmergapBnse
Compensation and Liability Act of 1980, as amenden related state laws (collectively referredgo a
“Superfund”) for investigation and cleanup costsapproximately 50 sites. At most of these sitesperous
companies, including certain companies compridieg@ompany, or one of its predecessor companigs, ha
been notified that the Environmental Protection A@g state governing bodies or private individuaiasider
such companies to be potentially responsible ma(tieRP”) under Superfund or related laws. Thegaedings
relating to these sites are in various stages.cldanup process has not been completed at mostsitethe
status of the insurance coverage for most of theseeedings is uncertain. Consequently, the Compangiot
determine accurately its ultimate liability for istigation or cleanup costs at these sites. AsegEber 31,
2005 and 2004, the Company had
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provisions totaling $15 million and $14 million sgectively, for U.S. Superfund sites and utiliz@dndillion, $2
million, less than $1 million and $1 million of the reserves during the year ended December 31, 2@0Bine
months ended December 31, 2004, the three montleiéviarch 31, 2004 and the year ended December 31,
2003, respectively. Additional provisions recordieaing the year ended December 31, 2005, the norghs
ended December 31, 2004, the three months endethMar 2004 and the year ended December 31, 2003
approximately offset these expenditures.

As events progress at each site for which it has Imamed a PRP, the Company accrues, as appropriate
liability for site cleanup. Such liabilities incledall costs that are probable and can be reasorabigated. In
establishing these liabilities, the Company consids shipment of waste to a site, its percentddetal waste
shipped to the site, the types of wastes involtteel conclusions of any studies, the magnitude pframedial
actions that may be necessary and the number abdityi of other PRPs. Often the Company will jewith
other PRPs to sign joint defense agreements thiadetile, among PRPs, each party's percentagessibm of
costs at the site. Although the ultimate liabilitay differ from the estimate, the Company routinelyiews the
liabilities and revises the estimate, as approgriadised on the most current information available.

Hoechst Liabilities- In connection with the Hoechst demerger, Celaagseed to indemnify Hoechst for
the first €250 million (approximately $295 milliooJ future remediation liabilities for environmehtiamages
arising from 19 specified divested Hoechst entitesof December 31, 2005 and 2004, reserves ohdiBidn
and $46 million, respectively, for these mattersiacluded as a component of the total environmeeszrves.
As of December 31, 2005 and 2004, the Companymzae total cumulative payments of $41 million a8 $
million, respectively. If such future liabilitiexeeed €250 million (approximately $295 million), étdhst will
bear such excess up to an additional €500 millkgpioximately $590 million). Thereafter, the Comypauill
bear one-third and Hoechst will bear two-thirdsawo§ further environmental remediation liabiliti&#ghere the
Company is unable to reasonably determine the pitityeof loss or estimate such loss under this
indemnification, the Company has not recognizedlatjlities relative to this indemnification.
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19. Shareholders' Equity (Defici)

Number of Shares Issued

See table below for share activity:

Preferred Common Treasury
Stock Stock Stock

Predecesso (in whole shares)

As of December 31, 20( — 50,058,47 4,731,89.
Shares repurchased into treas — (749,849  749,84¢
Shares issued to Celanese AG Supervisory Board from

treasury — 12,84( (12,840

As of December 31, 20( — 49,321,46. 5,468,90

As of March 31, 200 — 49,321,46  5,468,90

Successol



Shares issued upon formation of the Company asoé®ber

31, 2004 — 99,377,88 —
Conversion of Series B common stock to Series Arnom
stock — (99,377,88) —
Issuance of preferred sto 9,600,001 — —
Issuance of Series A common st — 151,062,16 —
Series A stock dividen — 7,500,001 —
As of December 31, 20( 9,600,00! 158,562,16 —

On December 31, 2004, the capital structure ofthmpany consisted of 650,494 shares of Series B
common stock, par value $0.01 per share. In Jar2G0§, the Company amended its certificate of ipomation
and increased its authorized common stock to 500000 shares and the Company effected a 152.772947
stock split for the outstanding shares of the SaBieommon stock. Accordingly, all Successor slv#fermation
is effected for such stock split.

Preferred Stock

As a result of the offering in January 2005 (Se¢eNg), the Company now has $240 million aggregate
liquidation preference of outstanding preferredktdiolders of the preferred stock are entitledeteive, when
as and if, declared by the Company's board of wlirecout of funds legally available therefore,tcdsvidends s
the rate of 4.25% per annum of liquidation prefesgmpayable quarterly in arrears, commencing on M&005
Dividends on the preferred stock are cumulativenftbe date of initial issuance. Accumulated butaidp
dividends accumulate at an annual rate of 4.25%.praferred stock is convertible, at the optiothefholder, ¢
any time into approximately 1.25 shares of Seriemmon stock, subject to adjustments, per $25.00
liquidation preference of preferred stock and uponversion will be recorded in Shareholders' eglggficit).
As of December 31, 2005, the Company had $2 milibaccumulated but undeclared and unpaid dividends
which were declared on January 5, 2006 and paléetnuary 1, 2006.

Additional Paid-in Capital

In connection with the demerger and pursuant tdbeerger Agreement executed and delivered by the
Predecessor and Hoechst, the Predecessor assurtaal ideechst’s businesses as well as certain actotal
rights, including indemnifications. For the yeaded December 31, 2005 and the nine months endeehiles
31, 2004, the Successor recorded $5 million anchiidn, respectively, increases in
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Additional paidin capital related to recoveries due from Hoecbstlie antitrust matters in the sorbates indu
During 2003, the Predecessor recorded a $44 miltiorease to Additional paid-in capital relatedeooveries
due from Hoechst for the antitrust matters in thioates industry (See Note 25).

During the year ended December 31, 2005, additipaial-in capital was increased by $1 million redate
stock options that were subject to variable plasoanting. Also, Additional paid-in capital was ieased by $1
million and $14 million for the year ended DecemBgr 2005 and the nine months ended December 84, 20
respectively, related to the Company's discountedesprogram. (See Note 22).

Funding for the Acquisition included an initial eguinvestment of $641 million from Blackstone Cpi
Partners (Cayman) Ltd. 1, Blackstone Capital Pest(teayman) Ltd. 2 and Blackstone Capital Partners
(Cayman) Ltd. 3 (collectively, “Blackstone”) ari8iA Capital Investors Sidecar Fund, L.P. (and togethith
Blackstone, the “Original Shareholders”).

During 2003, the Predecessor granted stock optaiakng 0.1 million in accordance with SFAS No.312
and recognized compensation expense for the faiewa these options. As a result, Additional peidapital
increased by $1 million during the three monthseghillarch 31, 2004 and $5 million in 2003 to refléaet
amortization of the fair value of the stock optigBge Note 22).



Accumulated Other Comprehensive Income (Loss)

Comprehensive income (loss), which is displayetthénconsolidated statement of shareholders' equity
(deficit), represents net earnings (loss) plugésalts of certain shareholders' equity (defidiwrnges not
reflected in the consolidated statements of opamatiSuch items include unrealized gains/lossenanketable
securities, foreign currency translation, additionaimum pension liabilities and unrealized galiosges on
derivative contracts.

The after-tax components of Accumulated other c@m@nsive income (loss) are as follows:

Unrealized Accumulated
Gain (Loss) Additional Unrealized Other
on Foreign Minimum Gain/(Loss) Comprehensive
Marketable Currency Pension on Derivative Income/
Securities Translation Liability Contracts (Loss)

(in $ millions)

Predecessor
Balance at December 31, 2C 6 (64) (460 9) (527)
Curren-period chang: 4 307 12 6 32¢
Balance at December 31, 2C 10 243 (44%) 3 (19¢)
Curren-period chang: 7 (46) — — (39)
Balance at March 31, 20( 17 197 (448) (3 (237)
Successol
Curren-period chang: (7) 7 (19 2 17
Balance at December 31, 2C @) 7 (19 2 (@)
Curren-period chang: 3 5 (117) — (109)
Balance at December 31, 2C (4 12 (13€) 2 (12€)
Dividends

During 2005, the Company’s board of directors addt policy of declaring, subject to legally avhiéa
funds, a quarterly cash dividend on each sharkeo€ompany’s common stock at an annual rate ilyitegjual
to approximately 1% of the $16 price per shardainitial public offering of the Company’s Seri@common
stock (or $0.16 per share) unless the Company’slbafedirectors, in its
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sole discretion, determines otherwise. Further slicidends payable to holders of the Company’seSek
common stock cannot be declared or paid nor carfuards be set aside for the payment thereof, uttess
Company has paid or set aside funds for the payofaait accumulated and unpaid dividends with respe the
shares of the Company’s preferred stock, as destabove.

During 2005, the Company declared and paid dividgndolders of its Series A common shares of $13
million. These dividends were recorded to Additiopaid-in capital as the Company had an accumuldéddit
until the fourth quarter of 2005.

In addition, on March 9, 2005, the Company issu&¢b80,000 Series A common stock dividend to the
Original Shareholders of its Series B common stock.

On March 8, 2005, the Company declared a specshl davidend to holders of the Company's Series B
common stock of $804 million, which was paid on i@r 2005. Upon payment of the $804 million dividk all



of the outstanding shares of Series B common stookerted automatically to shares of Series A commo
stock.

In September 2004, the Company issued senior discmies for gross proceeds of $513 million and
distributed $500 million of the proceeds to thegDral Stockholder in the form of a dividend.

During 2005, the Company declared and paid casHetids on its 4.25% convertible preferred stock
amounting to $8 million. These dividends were reedrto additional paid in capital as the Comparg dra
accumulated deficit until the fourth quarter of 300

20. Special (Charges) Gain

Special (charges) gains include provisions foruestiring and other expenses and income incurrésidsi
the normal ongoing course of operations. Restrimgusrovisions represent costs related to severandether
benefit programs related to major activities uralezh to fundamentally redesign the business opesatas we
as costs incurred in connection with decisionsxtbren-strategic businesses. These measures see ba
formal management decisions, establishment of aggats with employees' representatives or individual
agreements with affected employees, as well apublic announcement of the restructuring plan. fetated
reserves reflect certain estimates, including thes&aining to separation costs, settlements dfraotual
obligations and other closure costs. The Compaagsesses the reserve requirements to complete each
individual plan under existing restructuring pragsaat the end of each reporting period. Actual egpee may
be different from these estimates.

The components of special (charges) gains for ¢z gnded December 31, 2005, the nine months ended
December 31, 2004, the three months ended MarcR0®Y, and for the year ended December 31, 2003 agere
follows:
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Successor Predecessor
Nine Months Three Months
Year Ended Ended Ended Year Ended
December 31, December 31, March 31, December 31,
2005 2004 2004 2003
(in $ millions)
Employee termination benefi 27) (8) 2 (18)
Plant/office closure (8) (45) — @)
Restructuring adjustmen — 3 — 6
Total Restructuring (35 (50 2 (19
Environmental related plant closui (12 — — —
Sorbates antitrust matte — — — (95)
Plumbing action: 34 1 — 107
Asset impairment (25) 32 — —
Other (35) (1) (26) 2
Total special (charges) gai (73) (82 (28) (5)
2005

In connection with the completion of the initiallgic offering in January 2005, the parties amenaied
restated the transaction and monitoring fee agreetoderminate the monitoring services and allgailons to



pay future monitoring fees and paid Blackstone Mg@naent Partners (the “Advisor™) $35 million, wiiic
is included in other special (charges) gains intésée above. In addition, the Company also padiidilion to
the Advisor for the 2005 monitoring fee, whichrigluded in Selling, general and administrative &ggeon the
consolidated statement of operations (See Note 28).

Asset impairments primarily consists of revisednesates related to the Company’s decision to diitest
COC business (See Note 6).

Special (charges) gains also includes chargestktata change in environmental remediation styateg
related to the closure of the Edmonton methanaitpks well as severance primarily associated thigrsame
closure of $8 million and severance related toréfhecation of corporate offices of $10 million.

These charges were offset by $34 million of incorlated to insurance recoveries associated with
plumbing actions.

2004

Asset impairments primarily consists of the origiim@pairment related to the Company'’s decisionite@st
its COC business.

In October 2004, the Company announced plans tsatiolate its tow production to fewer sites by 2007.
the third quarter of 2004, the Company recordettueturing charges of $43 million related to assgiairment
of the Company's acetate business. The restrugtigibeing implemented to increase efficiency, oedu
overcapacity and to focus on products and marketsprovide long-term value.

During the nine months ended December 31, 2004Ctmepany continued with its redesign initiativehe
Chemical Products segment recorded $4 million eésmnce and organizational redesign costs, whidded
$2 million related to the shutdown of an obsolgtetisesis gas unit in Germany. Technical Polymecoiia
("Ticona") recorded $6 million similarly for severee, relocation and employee related expensesaplym
associated with management's initiative to relottaesegment's administrative and research andagewent
functions from Summit, New Jersey to Florence, iKeky.

For the three months ended March 31, 2004, thesResdor recorded special charges of $26 million for
advisory services related to the Acquisition.
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2003

In 2003, the Predecessor recorded income of $10ibmielated to insurance recoveries associatel thi
plumbing cases, partially offset by $95 millionedfpenses for antitrust matters in the sorbatessingluprimarily
related to a decision by the European Commissiee ($te 25).

In 2003, the Chemical Products segment recordedoseg severance charges of $4 million, which
primarily related to the shutdown of an obsoletetlsgsis gas unit in Germany.

In 2003, Ticona commenced the redesign of its djpgr® These plans included a decision to sell the
Summit, New Jersey site and to relocate adminig&r@nd research and development activities texigting
Ticona site in Florence, Kentucky in 2004. As autesf this decision, the Predecessor recordeditetion
benefit expense of $5 million in 2003. In addittorthe relocation in the United States, Ticonadiesamlined
its operations in Germany, primarily through offeyiemployees early retirement benefits under astiagi
employee benefit arrangement. As a result of thisngement, Ticona recorded a charge of $7 millio2003.

Also in 2003, based on a 2002 restructuring inéto concentrate its European manufacturing djgera
in Germany, Ticona ceased its manufacturing opmratin Telford, United Kingdom. This resulted imt@act
termination costs and asset impairments totalingniifon and employee severance costs of $1 millio2003.
Through December 31, 2003, the total costs of #iéoiid shutdown through 2003 were $12 million.

The $6 million of income from favorable adjustmeotpreviously recorded restructuring reserves
consisted of a $1 million adjustment to the 20G2rees, a $4 million adjustment to the 2001 reseaviel a $1
million adjustment to the 1999 reserves. The adjest to the 2002 reserve related to lower than erpecosts



related to the demolition of the GUR Bayport fdygiliThe adjustment to the 2001 reserve was prigndtie
to the lower than expected decommissioning costiseoMexican production facility. The adjustmenthe 199¢
reserve was due to lower than expected paymemtedeto the closure of a former administrativelfigcin the
United States.
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The components of the December 31, 2005, the Dese@ih 2004 and March 31, 2004 restructuring
reserves were as follows:

Employee
Termination Plant/Office
Benefits Closures Total
(in $ millions)
Predecessol
Restructuring reserve at December 31, 2 28 21 49
Restructuring addition 2 — 2
Cash and nc-cash use (5) 2) (7
Restructuring reserve at March 31, 2( 25 19 44
Successor
Restructuring reserve at April 1, 20 25 19 44
Purchase accounting adjustme 51 — 51
Restructuring addition 8 45 53
Cash and nc-cash use (14 (49 (63)
Other change — 3 3
Currency translation adjustmel 2 2 4
Restructuring reserve at December 31, 2 72 14 86
Currency translation adjustmel 2 1 @
Restructuring addition 27 8 35
Cash and nc-cash use (44) 9 (53
Other change () — (2)
Restructuring reserve at December 31, 2 51 14 65

Included in the above restructuring reserve of ®86on and $86 million at December 31, 2005 an@420
respectively, are $21 million and $18 million, respvely, of long-term reserves included in Othabilities.

In connection with the Acquisition, at the acqudsitdate, the Company began formulating a plarxioos
restructure certain activities. The Company reconggrchase accounting liabilities of $60 millioi1$million
of which is included in the table above, with teenaining $9 million recorded in Other current llalgs. These
liabilities were primarily for employee severancelaelated costs in connection with the preliminglgn as
well as approving the continuation of all existidgedecessor restructuring and exit plans.

21. Income Taxes

As of the periods ended December 31, 2005 and 2004;ompany is headquartered in the U.S. Undel
tax law, U.S. corporations are subject to a 35%ifaldcorporate income tax. In addition, U.S. cogpions are



generally subject to state income taxes at vaniates based on location. The blended state incarmeate,
after federal benefit, is approximately 2%.

For the three months ended March 31, 2004 anchéoyéar ended 2003, the Predecessor was headed
in Germany. Under German tax law, German corpanatare subject to both a corporate income tax aratia
income tax, the latter of which varies based upzation. The German corporate income tax rate 082@as
26.5%. Combined with a solidarity surcharge of 5&%the corporate tax, and the blended trade indameate
after corporate tax benefit, the statutory tax nat€ermany was 41%.
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For the three months ended March 31, 2004, theocatp rate was 25%. Combined with a solidarity
surcharge of 5.5% on the corporate tax, and thedele trade income tax rate after corporate taxfiietiee
statutory tax rate in Germany was 40%.

Deferred taxes are being provided at a 37% ratth#t).S. companies as of December 31, 2005. eferr
taxes are being provided on all other companid¢iseatax rate that will be in effect in the locat jarisdictions a
the time the temporary differences are expectedverse.

Successor Predecessor
Nine Months  Three Months
Year Ended Ended Ended Year Ended
December 31, December 31, March 31, December 31
2005 2004 2004 2003

(in $ millions)

Earnings (loss) from continuing operations before
income tax and minority interes

u.s. (95) (106) 9) 44
Germany 58 (117 14 (28)
Other 39¢ 43 62 15€
Total 362 (180 67 172
Provision (benefit) for income taxe
Current:
u.sS. 4 2 2 (74)
Germany 41 19 17 28
Other 55 36 7 35
Total current 10C 57 22 (12)
Deferred:
u.s. 3 — 2 68
Germany 43 12 (5) (8)
Other ® 25 @ @
Total deferrec (43) 13 @ 56
Income tax provisiol 57 70 15 45
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A reconciliation of income tax provision (benefity the year ended December 31, 2005, the nine msont
ended December 31, 2004, the three months endethNar 2004 and the year ended December 31, 2003
determined by using the applicable U.S. statutaty of 35% for the year and nine months ended DeeefiL,
2005 and 2004, respectively, and the applicablen@erstatutory rate of 40% for the three months eémdarch
31, 2004; and 41% for the year ended December(®13,2espectively, is as follows:

Successor Predecessor
Nine Months  Three Months
Year Ended Ended Ended Year Ended
December 31, December 31, March 31, December 31
2005 2004 2004 2003

(in $ millions)

Income tax provision (benefit) computed at statyt

tax rates 127 (63) 27 70

Increase (decrease) in taxes resulting fr
Change in valuation allowan: (8 11t — (7
Equity income and dividenc 12 10 2 5
Expenses not resulting in tax bene 10 51 — —
Subpart F incom 12 4 1 4
U.S. tax rate differential — — — (4)
Other foreign tax rate differentia (1049 43 (19 (37
Valuation adjustments in subsidiar — — — 8
Change in statutory German trade tax — — — (©)]
Adjustment for prior years taxi — — — 7
State and othe 8 (4) 8 2

Income tax provisiol 57 70 15 45

The effective tax rate for the year ended DecerBtheP005 and the nine months ended December 34, 200
was 16% and negative 39%, respectively. The effedtix rate for the three months ended March 304 2thd
the year ended December 31, 2003 was 22% and 28¢ectively.

For the year ended December 31, 2005, and as cethfzathe statutory rate, the effective tax rate wa
favorably affected by unrepatriated low-taxed e@gsj primarily in Singapore and Bermuda. The effedtax
rate was also favorably affected by the reversabdiation allowance on certain German deferrechsets of
$31 million, primarily net operating loss carryfawms, partially offset by increasing valuation alémces on
losses in other countries. A valuation allowangeresvided when it is more likely than not that detteed tax
asset, all or in part, will not be realized.

For the nine months ended December 31, 2004, andragared to the statutory rate, the effectiverdde
was unfavorably affected primarily by the applioatof full valuation allowances against post-acijiois net
U.S. deferred tax assets, Canadian deferred tetsadise to post-acquisition restructuring and ae@erman
deferred tax assets. The effective rate was al&varably affected by the non-recognition of taxéfits
associated with acquisition related expenses. Tifeevarable effects were partially offset by unrejsaied low
taxed earnings, primarily in Singapore. In the mimenths ended December 31, 2004, the CompanyZetli
certain tax audits related to the pre-acquisitieriqul which resulted in a reduction to Income tgpagable of
approximately $113 million with a correspondinguetion to Goodwill.

The effective tax rate for the three months endedldi 31, 2004 was based on a 24% annualized e#ecti
rate which was primarily attributable to projectettepatriated low taxed earnings in Singapore.
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In comparison to the German statutory tax rate20@8 effective rate was favorably affected by
unrepatriated low-taxed earnings, favorable setlgnof prior year (1996) taxes in the U.S., eqa#ynings
from Polyplastics Co. Ltd. which are excluded fron®. taxable income and utilization of a U.S. caldiiss
carryforward that had been subject to a valuatilmwance. The effective tax rate was unfavorabfeeted in
2003 by dividend distributions from subsidiariesl awritedowns of certain German corporate incometeautke
tax benefits related to prior years.

The tax effects of the temporary differences wiiiske rise to a significant portion of deferred &ssets
and liabilities are as follows:

Successor
As of As of
December 31, 2005 December 31, 2004

(in $ millions)

Pension and postretirement obligatis 393 372
Accrued expense 10z 104
Net operating loss and tax credit carryforwz(®) 47¢ 35€
Investments (26) (8)
Other 27 31
Subtotal 972 85t
Valuation allowancd® (710) (645)
Deferred tax asse 262 207
Depreciation and amortizatic 37€ 31¢€
Interest 11) —
Inventory 8 12
Other 34 30
Deferred tax liabilities 407 35¢
Net deferred tax assets (liabilitie (14£) (157)

(1) Includes deferred tax asset valuation allowarnenarily for the Company's deferred tax assetsé U.S., Mexico, France, Spain and
certain Canadian entities, as well as other for@igsdictions. These valuation allowances relataedt operating loss carryforward benefits
and other net deferred tax assets, all of which n@ybe realizable. Net operating loss and thdeédlaaluation allowance as of December
31, 2004 was increased by $58 million due to a-tnuef state net operating losses in 2005.

At December 31, 2005, the Company had U.S. federtabperating loss carryforwards of approximately
$440 million, which will begin to expire in 2023 f @is amount, approximately $51 million relateshe pre-
Acquisition period and is subject to significambiiation. The acquisition and corresponding tax tpwerning
the utilization of acquired net operating lossagered this limitation.

The Company has net operating loss carryforwardgpfoximately $482 million for Germany Mexico,
France and other foreign jurisdictions with variexpiration dates.

The U.S. net deferred tax assets as of March 34 @@re $475 million. As a result of the Acquisitia
full valuation allowance was applied against theseassets with a corresponding increase in Gobdwil
addition, there was approximately $70 million ofuation allowance associated with @eguisition net deferre
tax assets in Mexico and Canada, as well as otineigh jurisdictions. Subsequent recognition of tmybenefit
related to these temporary differences and/or icept@-acquisition net operating losses will becardase to
Goodwill.

The Company had U.S. capital loss carryforwarddl®4 million, which expired in October 2004 and
accordingly are not reflected in the 2004 defeteedassets and valuation allowance amounts above.

Provisions have not been made for income taxesreign withholding taxes on cumulative earnings of



foreign subsidiaries of approximately $478 millioacause such earnings will either not be subjeatyo
such taxes or are intended to be indefinitely rest@d in those operations. In addition, the Company
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has not provided taxes on approximately $480 nnilbdtemporary differences attributable to invesitsen
foreign subsidiaries and corporate ventures becawsedifferences are essentially permanent intidurdt is
not practical to determine the tax liability, ifygrihat would be payable if such amounts were eioivested
indefinitely or were not permanent in duration.

The American Jobs Creation Act of 2004 (the "Act/hich was signed into law in October 2004,
introduced a special one-time dividends receivatlidéon on the repatriation of certain foreign @&ags to a
U.S. taxpayer, provided certain criteria are méisprovision was applicable to the last tax yéat began
before the enactment date, or that begins in teeyear period beginning on the enactment date Cidmapany
did not utilize this provision.

The income tax (benefit) expense for the year efdkrember 31, 2005, the nine months ended December
31, 2004, the three months ended March 31, 2004hengear ended December 31, 2003 was allocated to
continuing operations and Accumulated other comgmeilve income. The aggregate tax expense (benefit)
amounts allocated to Accumulated other compreheriesome, for unrealized gains (losses) on seeusiti
additional minimum pension liabilities and unreatizgains (losses) on derivative contracts was $¢@lipn,
$(2) million, $2 million, and $11 million for theear ended December 31, 2005, the nine months ended
December 31, 2004, the three months ended MarcR0®Y, and the year ended December 31, 2003,
respectively. The income tax (benefit) expensea@atsd with Accumulated other comprehensive incsne
dependent upon the tax jurisdiction in which tleens arise and accordingly could result in an effedax rate
that is different from the overall consolidatedeetive income tax rate on the statement of operatio

22. Stock-Based and Other Management Compensation Plans

In December 2004, the Company approved a stockiiveeplan for executive officers, key employeed an
directors, a deferred compensation plan for exeewificers and key employees as well as other gemant
incentive programs.

These plans allow for the issuance or deliverypfai16.25 million shares of the Company's Series A
common stock through stock options and a discoustiade program. It is the Compasyolicy to grant option
with an exercise price equal to the price of thenfany’s Series A common stock on the grant date.oftions
have a ten-year term with vesting terms pursuaatdchedule, with all vesting to occur no latenttize 8th
anniversary of the date of the grant. Acceleratesting depends on meeting specified performangetsarOf
the 12.1 million stock options outstanding as ot&uaber 31, 2005, 11.4 million are non-compensatbing.
remaining 0.7 million options are subject to valéaplan accounting. Compensation expense relatdtese
options was approximately $1 million for the yeaded December 31, 2005.
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A summary of the activity related to the CelanesepOration stock option program is presented intéiide
below (stock options in millions):



Successor

Year Ended
December 31,
2005
Number of Weighted-
Options Average
(in Grant
millions) Price in $
Outstanding at beginning of peri — —
Granted 13 16.1¢
Exercisec — —
Forfeited (1) (16.00
Outstanding at end of peric 12 16.1¢
Options exercisable at end of per 5 16.0%
Weightec-average remaining contractual life (yez 9

In December 2004, the Company granted rights towgke officers and key employees to purchase up to
1,797,386 shares of Series A common stock at adig®f $8.80 per share. As of December 31, 2005,
1,684,277 shares have been purchased. As a réshils discounted share offering, the Company réedra pre-
tax non-cash charge of $14 million, with a corregpog adjustment to Additional paid-in capital viith
shareholders' equity (deficit) in the fourth quag@04. Compensation expense associated with steulted
shares was approximately $1 million for the yeateghDecember 31, 2005.

The deferred compensation plan has an aggregatenmaxamount payable of $192 million. The initial
component of the deferred compensation plan vést2d04 and was paid in the first quarter of 200f&e
remaining aggregate maximum amount payable of $dié®n is subject to downward adjustment if thécprof
the Company’s Series A common stock falls belowittitéal public offering price and vests subjectioth (1)
continued employment or the achievement of cegiaifiormance criteria and (2) the disposition byéhof the
four Original Shareholders of at least 90% of tlegjuity interest in the Company with at least a 25h
internal rate of return on their equity interestiridg the year ended December 31, 2005 and thenmimghs
ended December 31, 2004, the Company recorded cwaten expense of $1 million and $27 million,
respectively, associated with this plan.

The Predecessor had multiple stock option plangwtesulted in the Predecessor granting 1.2 millio
CAG stock options during 2002 and 2003 to membétseoBoard of Management and key employees.

In accordance with SFAS No. 123, the fair valu¢hef1.1 million and 0.1 million options granted viH®
million and $1 million, respectively. The fair valwf these options was recognized over the vegptnigpd of
two years. For the three months ended March 314 20d the year ended December 31, 2003 the Prexbeces
recognized compensation expense of $2 million @hdhiion, respectively, for these options in tr@solidate:
statements of operations with a corresponding asgreo Additional paid in capital within Sharehetiequity
(deficit).

There were no CAG stock options outstanding asesfeinber 31, 2005. There were 0.5 million CAG stock
options outstanding as of December 31, 2004, allto€h were exercised during 2005. There were QlEom
CAG stock options exercised during 2004.
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The weighted-average fair value of the CAG optigranted during the year ended December 31, 2003 was
estimated to be €6.41 ($6.93) per option, on the digrant using the Black-Scholes option-priamgdel with
the following assumptions:

2003



Expected dividend yiel 1.7(%

Risk-free interest rat 3.2%
Expected stock price volatilil 42.0(%
Expected life (years 6

The Predecessor had multiple stock appreciatidrt gans. As a result, the Successor recorded sgpen
associated with these plans of less than $1 midiwth less than $1 million for the year ended Deaarifh, 200:
and the nine months ended December 31, 2004, tasgdgcThe Predecessor recorded expense assoevited
these plans of $1 million and $59 million for ttege months ended March 31, 2004 and the year ended
December 31, 2003, respectively.

23. Leases

Total rent expense charged to operations undepaliating leases was $93 million, $63 million, $21
million and $95 million for the year ended DecemBgr 2005, the nine months ended December 31, 2004,
three months ended March 31, 2004 and for thegmeaded December 31, 2003, respectively. Future noimim
lease payments under non-cancelable rental ane ésgeements which have initial or remaining teimexcess
of one year at December 31, 2005 are as follows:

Capital Operating
(in $ millions)

2006 6 60
2007 5 40
2008 5 24
2009 4 19
2010 4 12
Later year: 23 50
Sublease incom — (4)

Minimum lease commitmen 47 201
Less amounts representing intel 19

Present value of net minimum lease obligati 28

The related assets for capital leases are inclindedildings and machinery and equipment in the
consolidated balance sheet (See Note 11).

Management expects that, in the normal course sihbas, leases that expire will be renewed or cepla
by other leases.

24. Financial Instruments

In the normal course of business, the Company westaus financial instruments, including derivative
financial instruments, to manage risks associati#flimterest rate, currency, certain raw materiadgpand stock
based compensation exposures. The Company doasenderivative financial instruments for specukativ
purposes.

Interest Rate Risk Management

The Company may enter into interest rate swap aggats to reduce the exposure of interest rate risk
inherent in the Company's outstanding debt by luglkn borrowing rates to achieve a desired level
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of fixed/floating rate debt depending on marketditans. At December 31, 2005, the Company hadasterate
swap agreements, designated as cash flows hedges motional value of $300 million in place. AeBember
31, 2004, the Company had no interest rate swageaments in place. The Predecessor had open intatest
swaps with a notional amount of $200 million at Beber 31, 2003. In the second quarter of 2004, the
Successor recorded a loss of less than $1 milliddther income (expense), net, associated witledhlky
termination of its $200 million interest rate swauring 2003, the Predecessor recorded a loss ofifién in
Other income (expense), net, associated with tHg amination of one of its interest rate swapse Success
recognized interest expense from hedging activig&sting to interest rate swaps of $3 million &idmillion for
the year ended December 31, 2005 and the nine mientted December 31, 2004, respectively. The Pesde
recognized net interest expense from hedging &etwvielating to interest rate swaps of $2 millzord $11
million for the three months ended March 31, 2004 the year ended December 31, 2003, respectiVegy.
Predecessor recorded a net gain (loss) of lesg#iamillion and $2 million in Other income (expsa), net of
the ineffective portion of the interest rate swapsgjng the three months ended March 31, 2004 laagear
ended December 31, 2003, respectively.

Foreign Exchange Risk Management

Certain entities have receivables and payablesrdimated in currencies other than their respective
functional currencies, which creates foreign exgearisk. The Company may enter into foreign curyenc
forwards and swaps to minimize its exposure toifpreurrency fluctuations. The foreign currency ttaats are
mainly for booked exposure and, in some cases, ftagthedges for anticipated exposure associatéld seles
from the Performance Products segment.

In June 2004, as part of its currency risk managentee Company entered into a cross currency swiy
certain financial institutions. Under the termglué swap arrangement, the Company will pay appratéiy €13
million in interest and receive approximately $1@lion in interest on each June 15 and Decembemwith
interest for the first period prorated). Upon mayuof the swap agreement in June 2008, the Compalhpay
approximately €276 million and receive approximat333 million. The Company designated the cross
currency swap, part of its senior euro term loash e euro senior subordinated note as a net imeggthedge
(for accounting purposes) in the fourth quarte2@d4. The loss related to the swap was $18 miHioth $21
million for the year ended December 31, 2005 aediihe months ended December 31, 2004, respectifely
which $3 million in 2005 and $14 million in 2004rislated to the ineffectiveness of the net investrhedge
and recorded in Other income (expense), net icdnsolidated statement of operations. At Decembe305
and the nine months ended December 31, 2004, fibet€bf the swap resulted in an increase in Sladdehs’
equity (deficit) of $14 million and a decrease mgholders’ equity (deficit) of $36 million, respieely.

Contracts with notional amounts totaling approxiehat564 million and $288 million at December 31,
2005 and 2004, respectively, are predominantly.®. dollars, British pound sterling, Japanese ged,
Canadian dollars. Most of the Company's foreigmensy forward contracts did not meet the critefi8BAS
No. 133 to qualify for hedge accounting. The Conypaatognizes net foreign currency transaction gait
losses on the underlying transactions, which aisebby losses and gains related to foreign cuyréorovard
contracts. As of December 31, 2005 and 2004, tbestacts, in addition to natural hedges, hedged
approximately 100% of the Company's net receivaldd in currencies other than the entities' fuoral
currency for the Company’s European operationsatedlto the unhedged portion during the year, gaiet
(loss) of approximately $20 million, ($2) milliomd $4 million from foreign exchange gains or losses
recorded to Other income (expense), net for the geded December 31, 2005, the nine months endeeniize
31, 2004 and the three months ended March 31, 266@ectively. During 2003, the Predecessor'sdarei
currency forward contracts resulted in a decreasetal assets of $8 million and an increase ialtigzbilities of
$1 million. As of December 31, 2003, these
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contracts hedged a portion (approximately 85%phefRredecessor's U.S. dollar denominated intercoynpet
receivables held by euro denominated entities.tBel® the unhedged portion, a net loss of appratéiy $14
million from foreign exchange gains or losses waorded to Other income (expense), net in 2003.

Commodity Risk Management

The Company's policy for the majority of the Comyamatural gas and butane requirements allows
entering into supply agreements and forward puelbagash-settled swap contracts. The Successmgnized
losses of less than $1 million from natural gaspsaend butane contracts for the year ended Dece3db@005
and the nine months ended December 31, 2004, tsgdgcThe Predecessor recognized losses of $iomil
and $3 million from natural gas swaps and butamgraots for the three months ended March 31, 20@4lze
year ended December 31, 2003, respectively. Thasenw material impact on the balance sheet at Diseesi,
2005 and 2004. There were no unrealized gainsaaseg$ associated with the cash-settled swap ctnasof
December 31, 2005 and 2004. Celanese did not hmwve@en commodity swaps as of December 31, 2005.

Stock Based Compensation Risk Management

During 2001, the Predecessor purchased call optiorene million shares of CAG stock to offsetpiart,
its exposure of the 2000 Celanese LTIP. These mptiad a maturity of two years, a strike price 18.66 per
share and an average premium 4138 per share. These options expired during 2882 result, a net loss of
million was recorded to interest income in 2003.

Fair Value of Financial Instruments

Summarized below are the carrying values and etufrfair values of financial instruments as of Dabe!
31, 2005 and 2004, respectively. For these purpdisedair value of a financial instrument is theaunt at
which the instrument could be exchanged in a ctitransaction between willing parties.

Successor
As of As of
December 31, 2005 December 31, 2004
Carrying Fair Carrying Fair
Amount Value Amount Value

(in $ millions)

Cost investment 22C 22C 23¢ 23%
Marketable securitie 28C 28C 302 303
Insurance contracts in Rabbi Tru 75 75 74 74
Long-term deb 3,28 3,452 3,24: 3,51¢
Debt-related derivative liability 4 4 57 57
Foreign exchan¢-related derivative ass 4 4 9 9
Interest rate swa 1 1 — —
Foreign currency forward contrac 3 3 9 9

At December 31, 2005 and 2004, the fair valuesash@and cash equivalents, receivables, notes payabl
trade payables, short-term debt and the curretdlingents of long-term debt approximate carryintuea due to
the short-term nature of these instruments. Thesesihave been excluded from the table. Additignatrtain
long-term receivables, principally insurance recabes, are carried at net realizable value (Seae Rg).

Included in other assets are long-term marketagargties classified as available-for-sale. In gahehe
cost investments included in the table above ar@uidlicly traded and their fair values are notdiba
determinable; however, the Company believes that#nrying value approximates or is less thandivevilue.
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The fair value of long-term debt and debt-relaiedricial instruments is estimated based upon the
respective implied forward rates as of Decembe2805 and 2004, as well as quotations from investme
bankers and on current rates of debt for similpetinstruments.

25. Commitments and Contingencies

The Company is involved in a number of legal praoéegs, lawsuits and claims incidental to the normal
conduct of its business, relating to such mattengraduct liability, anti-trust, past waste disgqweactices and
release of chemicals into the environment. While ilmpossible at this time to determine with cietiathe
ultimate outcome of these proceedings, lawsuitsctaiths, management believes, based on the adilegal
counsel, that adequate provisions have been matithanthe ultimate outcome will not have a matexdverse
effect on the financial position of the Companyt imay have a material adverse effect on the resfilts
operations or cash flows in any given accountingope

Plumbing Actions

CNA Holdings, Inc. (“CNA Holdings”), a U.S. sulbdiary of the Company, which included the U.S.
business now conducted by the Ticona segment, alithgShell Oil Company (“Shell), E.Il. DuPont de
Nemours and Compan“DuPont”) and others, has been a defendant ierées of lawsuits, including a number
of class actions, alleging that plastics manufaatuy these companies that were utilized in thelytion of
plumbing systems for residential property were diéfe or caused such plumbing systems to fail. Basge
among other things, the findings of outside expanis the successful use of Ticona's acetal copaolimsmilar
applications, CNA Holdings does not believe Ticera&etal copolymer was defective or caused thelghgn
systems to fail. In many cases CNA Holdings' expgsnay be limited by invocation of the statuteinfitations
since CNA Holdings ceased selling the resin foringbe plumbing systems in site built homes dui8g6 and
in manufactured homes during 1990.

CNA Holdings has been named a defendant in tertipatalass actions, as well as a defendant in atber
class actions filed in ten states, the U.S. Vilglands and Canada. In these actions, the plartiffically have
sought recovery for alleged property damages anshine cases, additional damages under the Texape
Trade Practices Act or similar type statutes. Dagr@gounts have not been specified.

In November 1995, CNA Holdings, DuPont and Sheleesd into national class action settlements, which
have been approved by the courts. The settlemalittocthe replacement of plumbing systems ofrokants
who have had qualifying leaks, as well as reimbuiesgs for certain leak damage. Furthermore, theethr
companies had agreed to fund these replacementziamoursements up to $950 million. As of Decentiiker
2005, the aggregate funding is $1,073 million duadditional contributions and funding commitmemizsde
primarily by other parties. There are additionatgiag lawsuits in approximately ten jurisdictionst covered
by this settlement; however, these cases do nohia\(either individually or in the aggregate) eganumber of
homes, and management does not expect the obligaiising from these lawsuits to have a matedatese
effect on the Company.

In 1995, CNA Holdings and Shell settled the clanglating to individuals in Texas owning a total of
110,000 property units, who are represented byxad aw firm, for an amount that will not exceed81
million. These claimants are also eligible for ploenb of their homes in accordance with terms sintib those
of the national class action settlement. CNA Hadirand Shell’s contributions under this settlenvesite
subject to allocation as determined by bindingteatbion.

In addition, a lawsuit filed in November 1989 inlB&are Chancery Court, between CNA Holdings and
various of its insurance companies relating talalims incurred and to be incurred for the prodiaditility
exposure led to a partial declaratory judgmentWACHoldings' favor. As a result, settlements hagerb
reached with a majority of CNA Holdings' insurepesifying their responsibility for these claims.

CNA Holdings has accrued its best estimate oftitges of the plumbing actions. At December 31, 2808
2004, the Company had remaining accruals of $6Bomiand $73 million, respectively,
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for this matter, of which $6 million and $11 milliprespectively, is included in current liabilitiddanagement
believes that the plumbing actions are adequatelyiged for in the Company’s consolidated financial
statements and that they will not have a matedeaéese effect on our financial position. Howevéthe
Company were to incur an additional charge for thédter, such a charge would not be expected te hav
material adverse effect on our financial positioat may have a material adverse effect on the teetil
operations or cash flows in any given accountingpge

The Company has reached settlements with CNA Hoddiimsurers specifying their responsibility foesle
claims; as a result, the Company has recordedveaales relating to the anticipated recoveries fo@main third
party insurance carriers. These receivables amdbas the probability of collection, an opinionestternal
counsel, the settlement agreements with the Comgargurance carriers whose coverage level excieds
receivables and the status of current discussidtisother insurance carriers. As of December 3D52the
Company has $22 million of receivables related setlement with an insurance carrier. This reddivés
discounted and recorded within other assets a#l ib@collected over the next three years.

In February 2005, CNA Holdings reached a settleragntement through mediation with another insurer,
pursuant to which the insurer paid CNA Holdings $4ilion in exchange for the release of certainrk
against the policy with the insurer. This amounsweacorded as a reduction of Goodwill as of Decerfilhe
2004 and was received during the year ended Deaesib2005.

Sorbates Antitrust Actions

In May 2002, the European Commission informed Heeohits intent to investigate officially the saths
industry. In early January 2003, the European Casiomn served Hoechst, Nutrinova, Inc., a U.S. slidnsi of
Nutrinova Nutrition Specialties & Food Ingredie@smbH, previously a wholly owned subsidiary of Hoglg
and a number of competitors with a statement odadlgns alleging unlawful, anticompetitive behavédfiecting
the European sorbates market. In October 200& tinepean Commission ruled that Hoechst, Chisso
Corporation, Daicel Chemical Industries Ltd., Thppon Synthetic Chemical Industry Co. Ltd. and Ué&iree
Chemicals Industry Ltd. operated a cartel in theoRean sorbates market between 1979 and 1996. The
European Commission imposed a total fine of €138anj of which €99 million was assessed againsétist.
The case against Nutrinova was closed. The finenagdoechst is based on the European Commisdiodiag
that Hoechst does not qualify under the leniendicpois a repeat violator and, together with Déigeas a co-
conspirator. In Hoechst's favor, the European Cassioin gave a discount for cooperating in the irngasbn.
Hoechst appealed the European Commission's dedisibacember 2003, and that appeal is still pending

In addition, several civil antitrust actions by Isates customers, seeking monetary damages andrelieér
for alleged conduct involving the sorbates industigve been filed in U.S. state and federal conataing
Hoechst, Nutrinova, and our other subsidiariesy@lsas other sorbates manufacturers, as defenddatsy of
these actions have been settled and dismissecmpotirt. One private actiokerr v. Eastman Chemical Co. et
al ., previously pending in the Superior Court of Nésvsey, Law Division Gloucester County, was disadg®!
failure to prosecute. The plaintiff alleged viotats of the New Jersey Antitrust Act and the Nevsdgr
Consumer Fraud Act and sought unspecified damaddwesonly other private action previously pending,
Freeman v. Daicel et a, had been dismissed. The plaintiffs lost theiresgpo the Supreme Court of Tennessee
in August 2005 and have since filed a motion favk

In July 2001, Hoechst and Nutrinova entered intagreement with the Attorneys General of 33 states,
pursuant to which the statutes of limitations wetked pending the states' investigations. Thigagrent expire
in July 2003. Since October 2002, the Attorneysdeainfor New York, lllinois, Ohio, Nevada, Utah altthho
filed suit on behalf of indirect purchasers in theispective states. The Utah, Nevada and Idalanadhave
been dismissed as to Hoechst, Nutrinova and thep@oyn A motion for reconsideration is pending in/aida.
The Ohio and lllinois actions have been settledtaeddaho action was dismissed in February 2008. New
York action,New York v. Daicel Chemical Industries Ltd., etwhich was pending in the New York State
Supreme Court, New York County was dismissed in
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August 2005; however, it is still subject to appéallanuary 2005, Hoechst, Nutrinova, and othbsisliaries,
as well as other sorbates manufacturers, entetedisettlement agreement with the Attorneys Généra



Connecticut, Florida, Hawaii, Maryland, South Cara] Oregon and Washington before these statekdild.
Pursuant to the terms of the settlement agreententefendants agreed to refrain from engaging in
anticompetitive conduct with respect to the saldistribution of sorbates and pay approximatelyr#lion to
the states in satisfaction of all released claims.

Based on the advice of external counsel and awesig¢he existing facts and circumstances relatinthe
sorbates matter, including the status of governnmemistigations, as well as civil claims filed asettled, the
Company has remaining accruals of $129 millionsTrmount is included in current liabilities at Dextxer 31,
2005 for the estimated loss relative to this ma#&iDecember 31, 2004, the accrual was $145 millA&thougt
the outcome of this matter cannot be predicted wétitainty, management's best estimate of the rahge
possible additional future losses and fines (iresg®f amounts already accrued), including anyrtizat result
from the above noted governmental proceedingsf Becember 31, 2005 is between $0 million and $8iani
The estimated range of such possible future ldssaanagement's best estimate based on the adeséeonal
counsel taking into consideration potential fined alaims, both civil and criminal, that may be mspd or
made in other jurisdictions.

Pursuant to the Demerger Agreement with Hoechsdgrnése AG was assigned the obligation relateddo th
sorbates matter. However, Hoechst agreed to indgr@elanese AG for 80% of any costs Celanese mayrin
relative to this matter. Accordingly, Celanese A&% necognized a receivable from Hoechst and asporeling
contribution of capital, net of tax, from this imdgification. As of December 31, 2005 and 2004 ,Goenpany
has receivables, recorded within current assdtdjig to the sorbates indemnification from Hoedbsiling
$103 million and $116 million, respectively. Ther@oany believes that any resulting liabilities, aBamounts
recoverable from Hoechst, will not, in the aggreghive a material adverse effect on its finampmaition, but
may have a material adverse effect on the restiip@rations or cash flows in any given period.

Acetic Acid Patent Infringement Matters

Celanese International Corporation v. China Petregtical Development CorporatioriFaiwan Kaohsiuny
District Court. On February 7, 2001, Celanese International Catjmor filed a private criminal action for
patent infringement against China Petrochemicaldiyment Corporation, or CPDC, alleging that CPDC
infringed Celanese International Corporation's patevering the manufacture of acetic acid. Celanes
International Corporation also filed a supplementavil brief which, in view of changes in Taiwargepatent
laws, was subsequently converted to a civil acsiteging damages against CPDC based on a period of
infringement of ten years, 1991-2000, and base@PRDC's own data and as reported to the Taiwaneseitses
and exchange commission. Celanese InternationgldCation's patent was held valid by the Taiwanegerp
office. On August 31, 2005 a Taiwanese court hieédd CPDC infringed Celanese International Corporesi
acetic acid patent and awarded Celanese Intermdhi@orporation approximately $28 million for therjoel of
1995 through 1999. The judgment has been appebtedCompany will not record income associated itk
favorable judgment until cash is received.

Shareholder Litigation

A number of minority shareholders of CAG have filad/suits in the Frankfurt District Coufitandgericht)
that, among other things, request the court tasiele shareholder resolutions passed at the edinaoy general
meeting held on July 30 and 31, 2004, as well aztmfirmatory resolutions passed at the annuadigén
meeting held on May 19 and 20, 2005. On March 662the Purchaser and CAG signed a settlementiagree
with eleven minority shareholders who had filedrslawsuits (the "Settlement Agreement”). Pursuarthé
Settlement Agreement, the plaintiffs agreed to dritlv the actions to which they are a party anctognize th
validity of the Domination Agreement in exchangettoe Purchaser to offer least €51.00 per shacasis
consideration to each shareholder who will cease

F-70

CELANESE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

to be a shareholder in the context of the Squeasedde Purchaser further agreed to make early payof the
guaranteed annual payméAusgleich)oursuant to the Domination Agreement for the finalngear 2005/2006,
ending on September 30, 2006. Such guaranteed lgpeygraent normally would have come due following th
annual general meeting in 2007; however, pursustite Settlement Agreement, it will be made onfitts¢

banking day following CAG's annual general meethag commences on May 30, 2006. To receive thg earl



compensation payment, the respective minority $tedder will have to declare that (i) their clainr fmayment
of compensation for the financial year 2005/2006pant to the Domination Agreement is settled mhsearly
payment and that (ii) in this respect, they inddyntiie Purchaser against compensation claims bylegal
successors to their shares.

During August 2004, nine actions requesting thisrcto set aside shareholder resolutions passte at
extraordinary general meeting held on July 30-8042had been brought by minority shareholders ay&AG
in the Frankfurt District Courtl(andgericht), all of which were consolidated in September 2(®&Vveral
minority shareholders joined these proceedings\ldrd party intervention in support of the plé#iist The
Purchaser joined the proceedings via a third gateyvention in support of CAG. These ten actioagehbeen
withdrawn pursuant to the Settlement Agreement.

These actions request the court to set aside stidegtresolutions passed at the extraordinary géner
meeting held on July 30 and 31, 2004 based onaitets that include the alleged violation of praced
requirements and information rights of the sharééd. Based on the information as available, theomoe of
the foregoing proceedings cannot be predicted edttainty.

Twenty-seven minority shareholders filed lawsuiafechtungs - und Nichtigkeitsklageim May and Jun
of 2005 in the Frankfurt District Court_@ndgericht) contesting the shareholder resolutions passt#annual
general meeting held May 19-20, 2005, which corgidrthe resolutions passed at the July 30-31, 2004
extraordinary general meeting. In conjunction with acquisition of 5.9 million CAG shares from two
shareholders in August 2005, two of those lawsuéee withdrawn in August 2005 and another ten bell
withdrawn pursuant to the Settlement Agreement (Gate 1).

In June and September 2005, Celanese AG was sertfigd actions filed in the Frankfurt District Cdu
( Landgericht) requesting that the court declare some or athefshareholder resolutions passed at the
extraordinary general meeting on July 30 and 3042ull and void (Nichtigkeitsklagg, based on allegations
that certain formal requirements necessary in cctiorewith the invitation to the extraordinary gealemeeting
had been violated. The Frankfurt District Couriafidgericht) has suspended the proceedings regarding the
resolutions passed at the July 30-31, 2004 extirganglgeneral meeting described above as longeaathsuits
contesting the confirmatory resolutions are pending

On August 2, 2004, two minority shareholders ingtitl public register proceedings with each of the
Kdnigstein Local Court Amtsgerich)) and the Frankfurt District Court.@ndgericht), both with a view to have
the registration of the Domination Agreement in @@mmercial Register deleted\ntsléschungsverfahrgn
These actions are based on an alleged violatipnogedural requirements at the extraordinary génesating
held July 30 and 31, 2004, an alleged undercapdtiadin of the Purchaser and its related entitiesf #se time of
the tender offer, and an alleged misuse of disumdiy the competent court with respect to the temgisn of the
Domination Agreement in the Commercial RegisteAfmil 2005, the court of appeals rejected the deairiay
one shareholder for injunctive relief, and in J2065 the Frankfurt District CourtiLandgericht) ruled that it
does not have jurisdiction over this matter. On#hefclaims in the Konigstein Local Courntsgerichy is still
pending; the other will be withdrawn pursuant te Settlement Agreement.

In February 2005, a minority shareholder of CAGdisought a lawsuit against the Purchaser, asasedl
former member of CAG's board of management andradomember of CAG's supervisory board, in the
Frankfurt District Court (andgericht). Among other things, this action seeks to unvitreltender of the
plaintiff's shares in the Tender Offer and seekamensation for damages suffered as a consequeneedafring
shares in the Tender Offer. The court ruled agaiesplaintiff in this matter
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in June 2005. The plaintiff appealed this decisidgth respect to the Purchaser and the former mewithe
CAG board of management; however, the appeal wilvithdrawn pursuant to the Settlement Agreement.

Based upon the information available as of March2806, the outcome of the foregoing proceedings
cannot be predicted with certainty.

The amounts of the fair cash compensatigbfifndung) and of the guaranteed fixed annual payment
( Ausgleich) offered under the Domination Agreement may beeased in special award proceedings



( Spruchverfahren initiated by minority shareholders, which maythar reduce the funds the Purchaser
can otherwise make available to the Company. Adaitth 30, 2005, several minority shareholders of3#ad
initiated special award proceedings seeking thetsoeview of the amounts of the fair cash compéos
( Abfindung) and of the guaranteed fixed annual paymexiggleich) offered under the Domination
Agreement. As a result of these proceedings, theuabof the fair cash consideration and the guarthfixed
annual payment offered under the Domination Agregroeuld be increased by the court so that all nityo
shareholders, including those who have alreadyetentitheir shares into the Mandatory Offer and lmageived
the fair cash compensation could claim the respettigher amounts. The court dismissed all of these
proceedings in March 2005 on the grounds of inasitmiigy. Thirty-three plaintiffs appealed the disgsal, and
in January 2006, twenty-three of these appeals gramrgted by the court. They were remanded badke@ourt
of first instance, where the valuation will be fwet reviewed.

Guarantees

The Company has agreed to guarantee or indemnityglrties for environmental and other liabilities
pursuant to a variety of agreements, includingteese business divestiture agreements, leaselgnsettt
agreements, and various agreements with affiliatadpanies. Although many of these obligations donta
monetary and/or time limitations, others do note such limitations.

The Company has accrued for all probable and reddpestimable losses associated with all known
matters or claims that have been brought to ienttin (See Note 18).

These known obligations include the following:
Demerger Obligations

The Company has obligations to indemnify Hoechsvéwious liabilities under the Demerger Agreemnmes
follows:

. The Company agreed to indemnify Hoechst for mmmental liabilities associated with
contamination arising under 19 divestiture agred@mentered into by Hoechst prior to the demerger.

The Company's obligation to indemnify Hoechst igjsat to the following thresholds:

. The Company will indemnify Hoechst against thtakilities up to €250 million;

. Hoechst will bear those liabilities exceeding@2nillion, however the Company will reimburse
Hoechst for one-third of those liabilities for anmbeithat exceed €750 million in the aggregate.

The Company's obligation regarding two agreemeagsbeen settled. The aggregate maximum amount of
environmental indemnifications under the remairdigestiture agreements that provide for monetamjtsi is
approximately €750 million. Three of the divestegle®ments do not provide for monetary limits.

Based on the estimate of the probability of losseurihis indemnification, the Company had resepfek3z
million and $46 million as of December 31, 2005 2004, respectively, for this contingency. Where th
Company is unable reasonably to determine the pitityeof loss or estimate such loss under an
indemnification, the Company has not recognizedratated liabilities (See Note 18).
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The Company has also undertaken in the Demergerehgent to indemnify Hoechst to the extent that
Hoechst is required to discharge liabilities, imihg tax liabilities, associated with businessed there included
in the demerger where such liabilities were not eigrad, due to legal restrictions on the transféstioh items.
These indemnities do not provide for any monetarnynoe limitations. The Company has not provideddny
reserves associated with this indemnification. Ngithe Company nor the Predecessor made any pé&g/ionen
Hoechst in the year ended December 31, 2005, tteemonths ended December 31, 2004, the three months



ended March 31, 2004 or the year ended Decemb@08B, in connection with this indemnification.
Divestiture Obligations

The Company and its predecessor companies agréedetmnify third party purchasers of former
businesses and assets for variousgbwsing conditions, as well as for breaches ofesentations, warranties ¢
covenants. Such liabilities also include environtaklmbility, product liability, antitrust and o¢h liabilities.
These indemnifications and guarantees represardasté contractual terms associated with typicagsliture
agreements and, other than environmental lialslitiee Company does not believe that they expase th
Company to any significant risk.

The Company and the Predecessor have divested agtiregate over 20 businesses, investments and
facilities, through agreements containing indencaifions or guarantees to the purchasers. Manyeof th
obligations contain monetary and/or time limitagspranging from one year to 30 years. The aggreyataint
of guarantees provided for under these agreemeafgproximately $2.9 billion as of December 31,20Dther
agreements do not provide for any monetary or timgations.

Based on historical claims experience and its kedgg of the sites and businesses involved, the @oynp
believes that it is adequately reserved for theaars. As of December 31, 2005 and 2004, the Coynpas
reserves in the aggregate of $54 million and $3Banj respectively, for all such environmental teas.

Plumbing Insurance Indemnifications

CAG entered into agreements with insurance compaeiated to product liability settlements ass@clat
with Celcon® plumbing claims. These agreements, except thogeimsblvent insurance companies, require the
Company to indemnify and/or defend these insuraonogpanies in the event that third parties seektiaddil
monies for matters released in these agreemengsin@lemnifications in these agreements do not deofor
time limitations.

In certain of the agreements, CAG received a fegtitlement amount. The indemnities under these
agreements generally are limited to, but in sonsesare greater than, the amount received insettiefrom
the insurance company. The maximum exposure uhdsetindemnifications is $95 million. Other settn
agreements have no stated limits.

There are other agreements whereby the settlingensgreed to pay a fixed percentage of clains tha
relate to that insurer's policies. The Companygrasided indemnifications to the insurers for amtsysaid in
excess of the settlement percentage. These indeatiths do not provide for monetary or time lintibas.

The Company has reserves associated with thesagiriability claims. Se@lumbing Actionsabove.

Other Obligations

. The Company is secondarily liable under a lemgeement pursuant to which the Company has
assigned a direct obligation to a third party. Tedese assumed by the third party expires on April 3
2012. The lease liability for the period from Jaryub, 2006 to April 30, 2012 is estimated to be
approximately $49 million.
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. The Company has agreed to indemnify variousrarste carriers, for amounts not in excess of the
settlements received, from claims made againsetbagiers subsequent to the settlement. The
aggregate amount of guarantees under these sattemapproximately $10 million, which is
unlimited in term.

As indemnification obligations often depend on dleeurrence of unpredictable future events, theréutu
costs associated with them cannot be determintidsaime. However, the Company were to incur addél
charges for these matters, such charges may haatesial adverse effect on the financial positi@sults of
operations or cash flows of the Company in anymaecounting period.



Other Matters

In the normal course of business, the Company &ty commitments to purchase goods and services
over a fixed period of time. The Company maintaimsumber of “take-or-pay” contracts for the puasie of
raw materials and utilities. As of December 31,208ere were outstanding future commitments of
approximately $1,312 million under take-or-pay caots. The Company does not expect to incur arsetos
under these contractual arrangements and histigrizas not incurred any material losses relatatiése
contracts. Additionally, as of December 31, 2008y¢ were outstanding commitments relating to ahpit
projects of approximately $85 million.

As of December 31, 2005, Celanese Ltd. and/or CNAdidgs, Inc., both U.S. subsidiaries of the
Company, are defendants in approximately 630 asbesises. Because many of these cases involve ousner
plaintiffs, the Company is subject to claims sigrahtly in excess of the number of actual cases. Gompany
has reserves for defense costs related to claisiag@from these matters. The Company believestti@e is nc
significant exposure related to these matters.

During the year ended December 31, 2005, the Coynganorded a gain of $36 million from the settlenen
of transportation-related antitrust matters. Thieant was recorded against cost of sales.

Under the transaction and monitoring fee agreemseosor services agreement, the Company has dg
indemnify the Advisor and its affiliates and thedspective partners, members, directors, officargloyees,
agents and representatives for any and all logtating to services contemplated by these agreenaerwt the
engagement of the Advisor pursuant to, and theopadnce by the Advisor or the services contemplayed
these agreements. The Company has also agreedthadeansaction and monitoring fee agreement/spons
services agreement to reimburse the Advisor areffitiates for their expenses incurred in conrattivith the
services provided under these agreements or inection with their ownership or subsequent saleafiGese
Corporation stock (See Note 28).

The Company entered into an agreement with Goldi®aohs & Co. oHG, an affiliate of Goldman, Sachs
and Co., on December 15, 2003 (the “Goldman S&elimgement Letter”), pursuant to which Goldmanh3ac
acted as the Company’s financial advisor in corioratith the tender offer. Pursuant to the termthef
Goldman Sachs Engagement Letter, in March 2004r@sk AG paid Goldman Sachs a financial advis@y fe
equal to $13 million and a discretionary bonus ¢tu&5 million, upon consummation of the tendefeafin
addition, Celanese AG agreed to reimburse Goldnaahsfor all its reasonable expenses and to indgmni
Goldman Sachs and related persons for all diraoldes arising in connection with Goldman Sachs
Engagement Letter.

From time to time, certain of the Company's foresgbsidiaries have made sales of acetate, swestener
polymer products to customers in countries thabateave previously been subject to sanctions amubegoes
imposed by the U.S. government. These countridadecCuba, Iran, Sudan and Syria, four countrieseody
identified by the U.S. State Department as terr@p®nsoring states and other countries that pusiychave
been identified by the U.S. State Department asrist-sponsoring states, or countries to whiclesalve been
regulated in connection with other foreign poligncerns. In September 2005, the Company began an
investigation of these transactions and initiadlgntified approximately $10 million of sales byfisseign
subsidiaries that may be in violation of regulasi@f the United States Treasury Department’s OfficEoreign
Assets Control, or OFAC, or
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the United States Department of Commerce’s Burédoduistry and Security. The Company now believed t
approximately $5 million of these sales may acyubé violations of U.S. law or regulation. The putal
violations uncovered by the investigation inclugemximately $180,000 of sales of emulsions to Clojpéwo
of the Company's foreign subsidiaries. Sales toaCark violations of OFAC regulations. In addititime
Company has recently discovered that its saleseoffi Turkey sold polymer products to companielsan and
Syria, including indirectly selling product througther companies located in non-embargoed locatiimsse
transactions may have involved an intentional viotaof the Company's policies and federal regafaiby
employees of its office in Turkey. The Companyigestigation of potentially prohibited sales is oimgpand it
can not yet be certain of the number of these &i@titns, the sales amounts or the identity of eiragiwidual



who may have been involved. However, sales fromoffize in Turkey to all customers are approximatil2
million annually.

The Company has voluntarily disclosed these matitetise U.S. Treasury Department and the U.S.
Department of Commerce, and it is currently engagetiscussions with them. The Company has alsertak
corrective actions, including directives to semasiness leaders prohibiting such sales, as wellalifications
to its accounting systems that are intended togrethe initiation of sales to countries that argjact to the
U.S. Treasury Department or the U.S. Departme@arfimerce restrictions.

If violations of the U.S. export control laws aoeihd the Company could be subject to civil pensititup
to $50,000 per violation, and criminal penaltiesldaange up to the greater of $1 million per \iiaa, or five
times the value of the goods sold. If such violagioccurred, the United States Government coulg then
Company export privileges. The ultimate resolutiéithis matter is subject to completion of the Camys
investigation and a final ruling or settlement witle government. Accordingly, the Company canntitnede the
potential sanctions or fines relating to this mafidere can be no assurance that any governnieméstigation
or the Company's investigation of these mattersnetl conclude that violations of applicable laves/é occurre
or that the results of these investigations will nave a material adverse effect on the Compamggbss and
results of operations.

26. Supplemental Cash Flow Informatiol

Successor Predecessor
Nine Months Three Months
Year Ended Ended Ended Year Ended
December 31, December 31, March 31, December 31
2005 2004 2004 2003

(in $ millions)

Cash paid for
Taxes, net of refunc 65 25 14 171
Interest, net of amounts capitaliz 30¢ 184 48 39

Noncash investing and financing activiti

Fair value adjustment to securities available-for
sale, net of ta 3 @) 7 4

Settlement of demerger liability, net of t 5 3 — 44
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27. Business and Geographical Segme!

Information with respect to the industry segmestas follows:

Chemical Acetate Performance Total Other
Products  Products Ticona Products Segments Activities Reconciliation Consolidated

(in $ millions)

Successor

As of and for the year
ended December 31,
2005:

Sales to external
customers 4,20 65¢ 887 18C 5,92¢ 144 — 6,07(C



Inter-segment revenue 13€ — — — 13€ — (13€) —
Operating profit (loss 578 67 60 51 751 (190) — 561
Operating margif™) 13.2% 10.2% 6.8% 28.%% 12.4%  n.m. — 9.2%
Earnings (loss) from

continuing operations

before tax and

minority interests 65E 71 11€ 46 88¢ (52€) — 362
Earnings (loss) from

continuing operations

before tax and

minority interests as ¢

percentage of net sal 15.1% 10.8% 13.1% 25.6% 14.€% n.m. — 6.C%
Depreciatior 134 25 40 3 20z 16 — 21¢
Amortization 33 4 20 10 67 1 — 68
Capital expenditure 111 35 54 3 203 9 — 212
Special charges (gain 25 9 (8) — 26 47 — 73
Goodwill and intangible

assets 56¢ 21€ 46€ 14C 1,39 37 — 1,43(
Total asset 3,28( 691 1,58 34z 5,89¢ 1,54¢ — 7,44t
As of and for the nine

months ended

December 31, 2004
Sales to external

customers 2,491 441 63€ 131 3,69¢ 45 — 3,744
Inter-segment revenug 82 — — — 82 — (82) —
Operating profit (loss 24¢ a7 (12 18 237 (165) — 72
Operating margil®) 9.6% B9%  (1.9% 13.7% 6.3%  n.m. — 1.5%
Earnings (loss) from

continuing operations

before tax and

minority interests 26E (13) 26 15 292 473 — (180)
Earnings (loss) from

continuing operations

before tax and

minority interests as ¢

percentage of net sal 10.2% (2.9% 4.1% 11.5% 7.8% n.m. — (4.8%
Depreciatior 73 26 34 3 13€ 4 — 14C
Amortization 16 4 14 7 41 — — 41
Capital expenditure 64 32 64 3 163 3 — 16€
Special charges (gain 3 41 37 — 81 1 — 82
Goodwill and intangible

assets 32€ 214 464 143 1,147 — — 1,145
Total asset 2,99: 76€ 1,60¢ 10¢ 5,472 1,93¢ — 7,41(
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Chemical Acetate Performance Total Other
Products Products Ticona Products Segments Activities Reconciliation Consolidated
(in $ millions)

Predecessor
For the three months

ended March 31,

2004
Sales to external

customers 78¢ 147 227 44 1,207 11 — 1,21¢



Inter-segment revenue 29 — — — 29 — (29 —
Operating profit (loss 65 4 31 11 111 (64) — 47

Operating margif™) 7.% 2.7% 13.7% 25.0% 9.0%  n.m. — 3.9%

Earnings (loss) from
continuing operations
before tax and
minority interests 64 4 45 11 124 (57) — 67

Earnings (loss) from
continuing operations
before tax and
minority interests as ¢

percentage of net sal 7.8% 2.7% 19.8% 25.(% 10.(% n.m. — 5.5%
Depreciatior 36 11 16 2 65 2 — 67
Amortization 3 — — — 3 — — 3
Capital expenditure i3 8 20 — 43 1 — 44
Special charges (gain 1 — 1 — 2 26 — 28
For the year ended

December 31, 2003:

Sales to external

customers 2,96¢ 537 762 16¢ 4,43¢ 49 — 4,48¢
Inter-segment revenue 97 — — — 97 — 97) —
Operating profit (loss 13¢€ (12) 122 (44) 20t (111) — 94
Operating margil®) 4.5% 20%  16.% (26.0% 45%  n.m. — 2.1%

Earnings (loss) from

continuing operations

before tax and

minority interests 17¢ W] 167 (44) 291 (119) — 17z
Earnings (loss) from

continuing operations

before tax and

minority interests as ¢

percentage of net sal 5.7% (1.9% 21.% (26.0% 6.4% n.m. — 3.8%
Depreciatior 142 59 56 7 26E 6 — 271
Amortization 14 2 1 — 17 1 — 18
Capital expenditure 10¢ 39 56 2 20€ 5 — 211
Special charges (gain 1) — (87) 95 7 2 — 5

(1) Defined as operating profit (loss) divided kst sales (which includes sales to external custerued inter-
segment revenues)

n.m. = not meaningful

Business Segments

Chemical Productsprimarily produces and supplies acetyl productsluising acetic acid, vinyl acetate
monomer and polyvinyl alcohol; specialty and oxodurcts, including organic solvents and other inesdiates;

Acetate Productsprimarily produces and supplies acetate filamedtaoetate tow;

Ticona, the technical polymers segment, develops and sgalbroad portfolio of high performance
technical polymers; and

Performance Productsconsists of Nutrinova, the high intensity sweetearet food protection ingredients
business.

The segment management reporting and controllisesys are based on the same accounting policies as
those described in the summary of significant anting policies in Note 4. The Company evaluates



performance based on operating profit, net earn(logs), cash flows and other measures of financial
performance reported in accordance with U.S. GAAP.
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Sales and revenues related to transactions betseggnents are generally recorded at values that
approximate third-party selling prices. Revenuaslang-term assets are allocated to countries baisdde
location of the business. Capital expendituresasgmt the purchase of property, plant and equipment

The reconciliation column includes (a) operatiohsestain other operating entities and their reladssets,
liabilities, revenues and expenses, (b) the elittonaof intersegment sales, (¢) assets and liabilities not atiém
to a segment, (d) corporate center costs for stigpovices such as legal, accounting and treasmgtibns and
(e) interest income or expense associated witmdimg activities of the Company.

Additionally, the Company recognized special char@mins) in the year ended December 31, 2005, the
nine months ended December 31, 2004, the threehmenided March 31, 2004 and the year ended December
31, 2003 primarily related to restructuring cosid anvironmental and other costs associated wéhigusly
divested entities of Hoechst, and demerger costs (®te 20). Also included in these amounts isrimeoelated
to insurance recoveries associated with plumbitigra& and sorbates antitrust matters.

Other operating entities consist of primarily alail businesses as well as companies which provide
infrastructure services.

The following table presents financial informatioaised on the geographic location of Celanese'ititi

North Thereof Thereof Thereof Thereof Thereof  Rest of
America USA Canada Mexico Europe Germany Asia Singapore World Consolidatec

(in $ millions)

Successor

As of and for the yeal
ended December

31, 2005:
Total asset 3,194 2,437 41% 344 3,252 2,51t 554 254 444 7,44t
Property, plant and

equipment, ne 1,13z 87C 16E 97 73€ 482 17C 10z 2 2,04C
Operating profit (loss 283 263 (6) 26 11€ 64 19¢ 19¢ (37) 561
Net sales 2,827 2,08: 43¢ 30¢€ 2,437 1,897 758 69¢€ 48 6,07(C
Depreciatior 13€ 11C 12 14 74 45 8 8 — 21¢
Amortization 25 24 — 1 42 3¢ 1 1 — 68
Capital expenditure 93 73 8 17 67 49 50 2 2 212

As of and for the nine
months ended
December 31,

2004:
Total asset 3,204 2,71¢ 174 311 3,237 3,01¢ 507 27€ 462 7,41(
Property, plant and

equipment, ne 90t 81¢€ — 87 66€ 59C 12¢ 112 2 1,70z
Operating profit (loss (36) (40) 8) 12 (15) (46) 134 12¢ (12) 72
Net sales 1,71C 1,27¢ 211 221 1,52¢ 1,25¢ 46% 41¢ 45 3,744
Depreciatior 83 59 16 8 47 44 10 1C — 14C
Amortization 11 11 — — 30 2¢ — — — 41
Capital expenditure 10C 95 2 3 56 47 10 2 — 16€

F-78



North  Thereof Thereof Thereof Thereof Thereof  Rest of
America USA  Canada Mexico Europe Germany Asia Singapore World Consolidatec
(in $ millions)

Predecessor
For the three months

ended March 31,

2004:
Operating profit (loss 13 12 Q) 2 12 — 24 23 2 47
Net sales 552 422 6€ 65 51€ 41€ 13€ 12t 11 1,21¢
Depreciatior 39 33 3 3 21 19 7 7 — 67
Amortization 1 1 — — 2 2 — — — 3
Capital expenditure 24 21 1 2 16 5 4 1 — 44
As of and for the year

ended December 31

2003:
Total asset 4,17¢ 3,25¢ 31z 611 1,871 1,67¢€ 45€ 27¢ 30¢ 6,81«
Property, plant and

equipment, ne 91€ 76C 57 99 591 532 16€ 161 3 1,67¢
Operating profit (loss 34 54 (26) 4) 2 (40) 57 53 1 94
Net sales 2,04: 1,58¢ 23€ 21¢ 1,88¢ 1,51(C 50¢ 457 47 4,48t
Depreciatior 187 157 14 16 55 47 28 27 1 271
Amortization 7 7 — — 11 11 — — — 18
Capital expenditure 10¢ 89 8 11 98 91 5 2 — 211

28. Transactions and Relationships with Affiliates ariRelated Parties

The Company is a party to various transactions afifiated companies. Companies in which the
Company has an investment accounted for underateoc equity method of accounting, are considered
Affiliates; any transactions or balances with saompanies are considered Affiliate transaction® fiitiowing
tables represent the Company's transactions wiitiadds for the periods presented:

Statements of Operations
Purchases from Affiliate(t)
Sales to Affiliates)

Interest income from Affiliate
Interest expense to Affiliate

Successor Predecessor
Nine Months Three Months

Year Ended Ended Ended Year Ended

December 31, December 31, March 31, December 31,
2005 2004 2004 2003
(in $ millions)
29C 11t 35 40
157 13t 42 10t
1 1 — —
3 3 — 5
Successor
As of As of

December 31,

2005

December 31,

2004

(in $ millions)




Balance Sheet:

Trade and other receivables from Affiliai 31 56

Current notes receivable (including interest) fraffiliates 39 50

Total receivables from Affiliate 70 10€

Accounts payable and other liabilities due Affiia 55 24

Shor-term borrowings from Affiliate? 13E 12¢

Total due Affiliates 19C 152
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(1) Purchases/Sales from/to Affiliates

Purchases and sales from/to Affiliates are accalfuateat prices which, in the opinion of management
approximate those charged to third party custorfoersimilar goods or services.

() Short-term borrowings from Affiliates (See Note 16)

The Company has agreements with certain Affiligpeisnarily Infraserv entities, whereby excess Adfié
cash is lent to and managed by the Company, ablerinterest rates governed by those agreements.

Upon closing of the Acquisition, the Company endergo a transaction and monitoring fee agreemétit w
the Advisor, an affiliate of the Blackstone Grotipe(“Sponsor”). Under the agreement, the Adviagreed to
provide monitoring services to the Company for g/&ar period. Also, the Advisor may receive additib
compensation for providing investment banking dweotadvisory services provided to the Company by th
Advisor or any of its affiliates, and may be reimdrd for certain expenses, in connection with gu@cific
acquisition, divestiture, refinancing, recapitaliaa, or similar transaction. In connection witke tbompletion of
the initial public offering, the parties amended aestated the transaction and monitoring fee ageaéto
terminate the monitoring services and all obligadito pay future monitoring fees and paid the Aolvik35
million. The Company also paid $10 million to theWvAsor for the 2005 monitoring fee. The transactiased
agreement remains in effect.

Also in connection with the Acquisition, the Compassued $200 million mandatorily redeemable
preferred stock to an affiliate of Banc of Amerf®ecurities LLC. The mandatorily redeemable pretesteares
were redeemed using the proceeds from the serfiordinated notes issued July 1, 2004. Banc of Acaeri
Securities LLC was also an initial purchaser ofgbaior subordinated notes and the senior disamtes and is
an affiliate of a lender under the amended andtedtsenior credit facilities. Banc of America S@@s LLC is
an affiliate of BA Capital Investors Fund, L.P. eoof the Original Shareholders (See Note 16).

In connection with the acquisition of Vinamul, tBempany paid the Advisor a fee of $2 million, which
was included in the computation of the purchaseepior the acquisition. In connection with the asiion of
Acetex, the Company paid the Advisor an initial &1 million. Additional fees of $3 million wegaid in
August 2005 to the Advisor upon the successful detigm of this acquisition. In addition, the Compdras
paid the Advisor aggregate fees of approximatelyn@Bon (approximately $4 million) in connectionitl the
Company’s acquisition of 5.9 million additional CAgRares in August 2005 (See Note 2).

During the year ended December 31, 2005 and 2884Company reimbursed the Advisor approximately
$2 million and $0 million, respectively, for otheosts.

Commencing in September 2005, the Company fileégid®ration Statement on FormlSxnd amendmer
to that Registration Statement with the SEC on lelfidhe Original Shareholders (the “Resale Oiffigy”’)
pursuant to the terms of the Amended and RestatgisfRation Rights Agreement (“Registration Rights
Agreement”) dated as of January 26, 2005, betwierCompany and the Original Shareholders. Purgoahe
terms of the Registration Rights Agreement, the Gamy paid certain fees and expenses incurred inemion
with the Resale Offering, which amounted to apprately $1 million.

29. Consolidating Guarantor Financial Information



In September 2004, Crystal US Holdings 3 LLC angs@d US Sub 3 Corp (the “Issuers™) both wholly
owned subsidiaries of Celanese Corporation isseemisdiscount notes (the “Notes”) for gross peeds of
$513 million (See Note 16). Effective March 200®l&hese Corporation (the “Parent Guarantor”) gudeed
the Notes in order that the financial informatiequired to be filed under the indenture can bel filg the
Company rather than the Issuers. No other subsidiguaranteed these notes.

The Parent Guarantor was formed on February 24,200 the Issuers were formed in September 2004.
The Parent Guarantor and the Issuers held no assgtsonducted no operations prior
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to the acquisition of the CAG Shares. Prior toAleguisition, the Parent Guarantor currently hadnuependen
assets or operations. Accordingly, there is nonione information for the Parent Guarantor or theukers for the
periods prior to the nine months ended Decembe?®@14.

The following consolidating financial statements presented in the provided form because:
(i) the Issuers are wholly owned subsidiaries efBarent Guarantor; (ii) the guarantee is consitierée full
and unconditional, that is, if the Issuers faihtake a scheduled payment, the Parent Guarantbtigmted to
make the scheduled payment immediately and, if tteegot, any holder of notes may immediately bsnog
directly against the Parent Guarantor for payméatl@amounts due and payable.

Separate financial statements and other disclosomserning the Parent Guarantor are not presented
because management does not believe that sucmiaifion is material to investors.
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Successor

For the Year Ended December 31, 2005
Parent Non-
Guarantor Issuer Guarantors _ Eliminations  Consolidated

(in $ millions)

Net sales — — 6,07¢ — 6,07¢
Cost of sale: _ _ (4,775 _ (4,779
Gross margir — — 1,297 — 1,291
Selling, general and administrative exper (5) — (557) — (562)
Research and development exper — — 91) — 91

Special (charges) gain
Insurance recoveries associated with plumk

cases — — 34 — 34
Restructuring, impairment and other special
(charges) gain — — (107) — (107)
Gain (loss) on disposition of assets, _ _ (10) _ (10
Operating profit (loss (5) — 56€ — 561
Equity in net earnings of affiliate 27¢ 34 61 (621) 61

Interest expens — (65) (322 — (387)



Interest incom 5 — 28 — 38

Other income (expense), r 1) — 9C — 89
Earnings (loss) from continuing operations
before tax and minority interes 271 27¢ 42¢ (621) 362
Income tax provisiol _ _ (57) _ (57)
Earnings (loss) from continuing operations
before minority interest 271 27¢ 371 (621) 305
Minority interests — — (37) — (37)
Earnings (loss) from continuing operatic 271 27¢ 334 (622) 26¢
Earnings (loss) from discontinued operati _ _ 9 _ 9
Net earnings (loss 271 27¢ 342 (621) 271
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Successo

For the Nine Months Ended December 31, 2004
Parent Non-
Guarantor Issuer Guarantors Eliminations  Consolidated

(in $ millions)

Net sales — — 3,74¢ — 3,744
Cost of sale: _ _ (3,026) _ (3,026)
Gross margir — — 71¢ — 71¢€
Selling, general and administrative exper — — (497) — (497)
Research and development exper — = (67) — (67)

Special (charges) gain
Insurance recoveries associated with plumk

cases — — 1 — 1
Restructuring, impairment and other special
(charges) gain — — (83 — (83)
Foreign exchange lo: — — €)) — ®)
Gain (loss) on disposition of assets, _ _ 3 _ 3
Operating profit (loss — — 72 — 72
Equity in net earnings of affiliate (203 (72) 36 274 36
Interest expens (47) (16) (239 2 (300)
Interest incom: — — 26 %)) 24
Other income (expense), r 3) _ ) _ (12)
Earnings (loss) from continuing operations
before tax and minority interes (253 (87 (114 274 (180)
Income tax provisiol _ _ (70) _ (70)

Earnings (loss) from continuing operations
before minority interest (259 (87 (184 274 (250)



Minority interests — — (8 — (8

Earnings (loss) from continuing operatic (259 (87 (192 274 (259)

Earnings (loss) from discontinued operati — — 5 _ 5

Net earnings (loss (259 (87) (189 274 (259
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Predecessor

For the Three Months Ended March 31, 2004
Parent Non-
Guarantor Issuer  Guarantors Eliminations Consolidated

(in $ millions)

Net sales — — 1,21¢ — 1,21¢
Cost of sale: — — (983) — (989)
Gross margir 23t 235
Selling, general and administrative exper — — (136) — (136)
Research and development exper = = (23 = 23

Special (charges) gain
Restructuring, impairment and other special

(charges) gain — — (28) — (28)
Gain (loss) on disposition of ass _ _ ) _ &)
Operating profit — — 47 — 47
Equity in net earnings of affiliate — — 12 — 12
Interest expens — — (6) — (6)
Interest incom: — — 5 — 5
Other income (expense), r — — 9 _ 9
Earnings (loss) from continuing operations be
tax — — 67 — 67
Income tax provisiol _ _ (15 _ (15
Earnings (loss) from continuing operatic — — 52 — 52
Earnings (loss) from discontinued operati — — 26 _ 26
Net earnings (loss — — 78 — 78
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Predecessor

For the Year Ended December 31, 2003

Parent Non-

Guarantor Issuer  Guarantors Eliminations Consolidated

(in $ millions)

Net sales — — 4,48F — 4,48F
Cost of sale! _ _ (3,795 _ (3,795
Gross margir 69C 69C
Selling, general and administrative exper — — (504) — (504)
Research and development exper — — (89 — (89
Special (charges) gain
Insurance recoveries associated with plumbin
cases — — 107 — 107
Sorbates antitrust matte — — (95) — (95)
Restructuring, impairment and other special
(charges) gain — — 17 — 17)
Foreign exchange lo: — — @) — (4)
Gain (loss) on disposition of assets, _ _ 6 _ 6
Operating profit — — 94 — 94
Equity in net earnings of affiliate — — 35 — 35
Interest expens — — (49) — (49)
Interest incom — — 44 — 44
Other income (expense), r _ _ 48 _ 48
Earnings (loss) from continuing operations be
tax — — 172 — 172
Income tax provisiol _ _ (45) _ (45)
Earnings (loss) from continuing operatic — — 127 — 127
Earnings (loss) from discontinued operati — — 22 — 22
Cumulative effect of change in accounting pring
net of tax effec _ _ 1) _ (1)
Net earnings (loss — — 14¢ — 14¢
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Sucessol

As of December 31, 2005

Parent Non-
Guarantor Issuer Guarantors Eliminations

Consolidatec

(in $ millions)

ASSETS
Current asset:
Cash and cash equivalel 1 — 38¢ —

39C



Receivables

Trade receivables, n — — 91¢ — 91¢
Other receivable — — 488 5) 48C
Inventories — — 661 — 661
Deferred income taxe — — 37 — 37
Other asset — — 91 — 91
Assets of discontinued operatic _ _ 2 _ 2
Total current asse 1 — 2,58: (5) 2,57¢
Investment: 23¢ 61C 778 (84€) 775
Property, plant and equipment, | — — 2,04 — 2,04
Deferred income taxe — — 13¢ — 13¢
Other asset — 8 474 — 482
Goodwill — — 94¢ — 94¢
Intangible assets, n _ _ 481 — 481
Total asset 23¢ 61€ 7,441 (85%) 7,44¢

LIABILITIES AND SHAREHOLDERS ' EQUITY (DEFICIT)

Current liabilities:

Short-term borrowings and current
installments of long-term debt — third

party and affiliate: — — 158 — 58
Trade payable— third party and affiliate — — 81C — 81c
Other current liabilitie! 4 1 784 5) 784
Deferred income taxe — — 36 — 36
Income taxes payab — — 225 — 228
Liabilities of discontinued operatiol _ _ 3 _ 3

Total current liabilities 4 1 2,01¢ (5) 2,01¢
Long-term debt — 37¢ 2,90z — 3,282
Deferred income taxe — — 28¢ — 28t
Benefit obligation: — — 1,12¢ — 1,12¢
Other liabilities — — 44c — 44¢
Minority interests — — 64 — 64
Commitments and contingenci

Shareholder equity (deficit) 23E 238 61C (848) 23E
Total liabilities and shareholders' equity (deji 23¢ 61€ 7,441 (859 7,44¢
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Successol

As of December 31, 2004
Parent Non-
Guarantor Issuers Guarantors Eliminations Consolidatec

(in $ millions)




ASSETS

Current assett

Cash and cash equivalel — — 83¢ — 83¢

Receivables
Trade receivables, n — — 8432 — 84:
Other receivable — — 67¢ 8 67C
Inventories — — 604 — 604
Deferred income taxe — — 71 — 71
Other asset 86 86
Assets of discontinued operatic — — 39 — 39
Total current asse — — 3,15¢ (8) 3,151
Investments — 40€ 8332 (40€) 83:¢
Property, plant and equipment, | — — 1,70z — 1,702
Deferred income taxe — — 54 — 54
Other asset 7 12 50€ 2 528
Goodwill — — 747 — 747
Intangible assets, n — — 40C — 40C
Total asset 7 41€ 7,401 (41€) 7,41(

LIABILITIES AND SHAREHOLDERS’ EQUITY (DEFICIT)

Current liabilities:
Short-term borrowings and current installmentsooig-term

debt- third party and affiliate 1 — 144 (1) 144
Trade payable- third party and affiliate — — 71€ — 71€
Other current liabilitie 7 — 88¢ @) 88¢
Deferred income taxe — — 20 — 20
Income taxes payab — — 214 — 214
Liabilities of discontinued operatiol _ — 13 — 13

Total current liabilities 8 — 1,99t (8) 1,99¢
Long-term debr — 527 2,71¢ — 3,24:
Deferred income taxe — — 25€ — 25€
Benefit obligation: — — 1,00C — 1,00¢
Other liabilities 2 — 51C (#)] 51C
Share of subsidiary loss 10¢ — — (209) —
Minority interests — — 51¢ — 51¢

Commitments and contingenci

Shareholdel equity (deficit) (112) (109) 40€ (297) (112)
Total liabilities and shareholders' equity (deji 7 41€ 7,401 (41€) 7,41(
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Successor




For the Year Ended December 31, 2005
Parent Non-
Guarantor _Issuer Guarantors Eliminations Consolidatec

(in $ millions)

Net cash provided by (used in) operating activi 9 1 704 — 714

Investing activities from continuing operatiol

Capital expenditures on property, plant and equipr — — (212) — (212)
Investments in subsidiaries, r (180) 27 — 152 —
Acquisition of CAG share — — 473 — (473)
Fees associated with acquisitic — — (29 — (29)
Acquisition of Vinamul — — (19¢) — (19¢)
Acquisition of Acetex, net of cash acquir — — (21€) — (21¢)
Net proceeds from sale of businesses and & — — 48 — 48
Net proceeds from disposal of discontinued opena — — 75 — 75
Proceeds from sale of marketable secur — — 217 — 217
Purchases of marketable securi — — (137 — (137
Other, ne — — 5 — 5
Net cash provided by (used in) investing activi (180) 27 (920) 153 (920)

Financing activities from continuing operatio

Dividend to Original Shareholders/par: (804) (59¢9) (59¢) 1,19¢ (804)
Proceeds from issuance of Series A common stocl 752 — — — 752
Proceeds from issuance of preferred stock 232 — — — 23¢
Proceeds from issuance of discounted Series A canstoezk 12 — — — 12
Contribution from parer — 77¢ 572 (1,35) —
Redemption of senior subordinated notes, includabated
premium — — (572 — (572)
Repayment of floating rate term loan, includingtetl
premium — — (359 — (359)
Borrowings under senior credit facilities, 1 — — 1,13¢ — 1,13¢
Shor-term borrowings (repayments), r — — 22 — 22
Payments of lor-term debi — — (36) — (36€)
Proceeds from lor-term debt — — 16 — 1€
Settlement of lease obligatio — — (32) — (31)
Redemption of senior discount notes, includingtesla
premium — (207) — — (207)
Redemption of Acetex bont — — (280) — (280)
Fees associated with financi — Q) 8 — 9
Dividend payments on preferred stc 8) — — — 8)
Dividend payments on common stc (13) — — — (13
Net cash provided by (used in) financing activi 172 (28) (235) (153 (144)
Exchange rate effects on ce — — (99) — (99
Net increase in cash and cash equival 1 — (449) — (44¢)
Cash and cash equivalents at beginning of pe — — 83¢ — 83¢
Cash and cash equivalents at end of pe 1 — 38¢ — 39C
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Successol

For the Nine Months Ended December 31, 2004
Parent Non-
Guarantor Issuers Guarantors  Eliminations Consolidatec

(in $ millions)

Net cash (used in) provided by operating activi (@) — (612) — (63)

Investing activities of continuing operatiot

Capital expenditures on property, plant and equigt — — (16€) — (16€)
Acquisition of CAG, net of cash acquir — — (1,569 — (1,569
Fees associated with the acquisiti — — (69 — (69)
Net proceeds on sales of businesses and ¢ — — 31 — 31
Proceeds from sale of marketable secur — — 132 — 132
Purchases of marketable securi — — 179 — (173)
Other, ne — — 1) — (1)
Net cash (used in) investing activiti — — (1,810 — (1,810

Financing activities of continuing operatioi

Initial capitalization — — 641* — 641
Dividend to Original Shareholde (500) — — — (500)
Distribution from subsidiar 50C (500) — — —
Issuance of mandatorily redeemable preferred sl — — 20c* — 20C
Repayment of mandatorily redeemable preferred sl (221) — — — (223)
Borrowings under bridge loai — — 1,56¢ — 1,56¢
Repayment of bridge loai — — (1,565 — (1,56%)
Proceeds from issuance of senior subordinated iscduwht
notes — 51% 1,47¢ — 1,98¢
Proceeds from floating rate term lo — — 35C — 35C
Borrowings under senior credit facilities, 1 — — 60¢ — 60¢
Shor-term borrowings (repayments), r 18 — 18 — 36
Payments of lor-term debt — — (2549) — (254)
Issuance/(purchase) of CAG treasury st — — 29 — 29
Issuance of preferred stock by consolidated sugsi — — i3 — i3
Fees associated with financi (25) (13) (167) — (205)
Dividend payments by CA( — — (0] — (D)
Loan to shareholde¢ 227 — (227) — —
Net cash (used in) provided by financing activi (1) — 2,687 — 2,68¢
Exchange rate effects on ca 3 — 22 — 25
Net increase in cash and cash equival — — 83¢ — 83¢

Cash and cash equivalents at beginning of pe¢ — — _ _ _

Cash and cash equivalents at end of pe — — 83€ — 83¢




* Amounts included in Non-Guarantors column repnéggoceeds received directly by the Non-Guarantmsehalf of the Parent
Guarantor. The legal issuer of the mandatorily eeaigble preferred stock is the Parent Guarantor.
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Predecessor

For the Three Months Ended March 31, 2004

Parent
Guarantor Issuers Non-Guarantors Eliminations Consolidated

(in $ millions)

Net cash (used in) provided by operating activi — — (207) — (107)

Investing activities of continuing operatiot

Capital expenditures on property, plant and equigt — — (44) — (44)
Net proceeds from disposal of discontinued opemna — — 13¢ — 13¢
Proceeds from sale of marketable secur — — 42 — 42
Purchases of marketable securi — — (42 — (42)
Other, ne — — 1 — 1
Net cash provided by (used in) investing activi — — 96 — 9€

Financing activities of continuing operatiol

Shor-term borrowings (repayments), r — — (16) — (16)
Payments of lor-term debt — — (27) — 27
Net cash (used in) provided by financing activi — — (43 — (43)
Exchange rate effects on ce — — 1) — (@)
Net increase in cash and cash equival — — (55) — (55)
Cash and cash equivalents at beginning of pe¢ — — 14¢€ — 14¢€
Cash and cash equivalents at end of pe — — 93 — 93
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Predecessor

For the Year Ended December 31, 200

Parent
Guarantor Issuers Non-Guarantors Eliminations Consolidated




(in $ millions)

Net cash (used in) provided by operating activi — — 401 — 401

Investing activities of continuing operatiot

Capital expenditures on property, plant and equigt — — (211) — (211)
Acquisition of other business — — (18) — (18)
Net proceeds on sale of businesses and & — — 10 — 1C
Net proceeds from disposal of discontinued opemna — — 10 — 1C
Proceeds from sale of marketable secur — — 202 — 20z
Purchases of marketable securi — — (265) — (265)
Other, ne — — 3) — 3)
Net cash (used in) investing activiti — — (275) — (275)

Financing activities of continuing operatioi

Shor-term borrowings (repayments), r — — (20 — (20)
Proceeds from lor-term debt — — 61 — 61
Payments of lor-term debt — — (109) — (209)
Issuance/(purchase) of CAG treasury st — — (15) — (15)
Dividend payments by CA( — — (25) — (25)
Net cash provided by financing activiti — — (10¢) — (10¢)
Exchange rate effects on ce — — 6 — 6
Net increase in cash and cash equival — — 24 — 24
Cash and cash equivalents at beginning of — — 124 — 124
Cash and cash equivalents at end of — — 14¢€ — 14¢
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30. Earnings (Loss) Per Share

Successor
Year Ended December 31, 200 Nine Months Ended December 31, 20C
Net Net
Continuing Discontinued Earnings Continuing Discontinued Earnings
Operations Operations (Loss) Operations Operations (Loss)

(in $ millions, except for share and per share daja

Net earnings (loss 26€ 9 277 (25¢) 5 (259
Less: cumulative

undeclared and

declared preferred

stock dividend: (10) — (10) — — _
Earnings (loss)

available to commo

shareholder 25€ 9 267 (25¢) 5 (259

Basic earnings (los:



per common shat 1.67 0.0€ 1.7¢ (2.60) 0.0t (2.55
Diluted earnings (loss

per common shai 1.61 0.0€ 1.67 (2.60) 0.0t (2.55)
Weighted-average
shares« basic 154,402,57 154,402,57 154,402,57 99,377,88 99,377,88 99,377,88
Dilutive stock option: 645,65! 645,65! 645,65! — — —
Assumed conversion
preferred stocl 11,151,81  11,151,81 11,151,81 — — —
Weighted-average
share« diluted 166,200,04 166,200,04 166,200,04 99,377,88 99,377,88 99,377,88
Predecessor
Three Months Ended March 31, 2004 Year Ended December 31, 2003
Net Net
Continuing Discontinued  Earnings Continuing Discontinued Earnings
Operations _Operations (Loss) Operations _Operations (Loss)

(in $ millions, except for share and per share daja

Net earnings (loss 52 26 78 127 22 14¢

Less: cumulative undeclared and
declared preferred stock divider _ — — _ — _

Earnings (loss) available to commc

shareholder 52 26 78 127 22 14¢
Basic earnings (loss) per common

share 1.0t 0.5% 1.5¢ 2.57 0.44 2.9¢
Diluted earnings (loss) per commoil

share 1.0¢ 0.52 157 257 0.44 2.9¢
Weightet-average share- basic 49,321,46  49,321,46  49,321,46  49,44595  49,44595 49,445,95
Dilutive stock option: 390,95 390,95 390,95 11,18 11,18 11,18;
Weightec-average share- diluted 49,712,42  49,712,42  49,712,42 _ 49,457,14 _ 49,457,14 49,457,14

Prior to the completion of the initial public offieg of Celanese Corporation Series A common stock i
January 2005, the Company effected a 152.77294¥ $twck split of outstanding shares of common
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stock (See Note 19). Accordingly, basic and diluthdres for the year ended December 31, 2005 anuirib
months ended December 31, 2004 have been calcllased on the weighted average shares outstanding,
adjusted for the stock split. Earnings (loss) perre for the Predecessor periods has been caltidgtéividing
net income available to common shareholders byitterical weighted average shares outstandingeof t
Predecessor. As the capital structure of the Pessdec and Successor are different, the reporteihgar(loss)
per share are not comparable.

Shares issuable pursuant to outstanding commok sfiimns under the Predecessor's Stock OptiorsPlan
of 544,750 have been excluded from the computatiatiluted earnings (loss) per share for the nirmaths
ended December 31, 2004 because their effectidilative.

31. Subsequent Events

On January 5, 2006, the Company declared a cagtediy on its 4.25% convertible perpetual preferred
stock amounting to $2 million and a cash dividen8@O04 per share on its Series A common stock autiroy to
$6 million. Both cash dividends are for the peridavember 1, 2005 to January 31, 2006 and weregaid



February 1, 2006 to holders of record as of Janbiap06.

On March 6, 2006, the Purchaser and CAG signedtlarsent agreement with eleven minority shareha
who had previously filed lawsuits in the FrankfDistrict Court(Landgericht)against CAG (See Note 25).
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Number

INDEX TO EXHIBITS

Description

3.1(®) Second Amended and Restated Certificate of Incatjmor

3.2(©) Amended and Restated By-laws

3.3(b) Certificate of Designations of Convertible Perpéfi@ferred Stock

4.1 (@ Form of certificate of Series A common stock

4.2(d) Form of certificate of Convertible Perpetual PregerStock

4.3(@ Third Amended and Restated Shareholders’ Agreed®et as of October 31, 2005 by and among Celanese

Corporation, Blackstone Capital Partners (Caymadd) L Blackstone Capital Partners (Cayman) Ltd. 2,
Blackstone Capital Partners (Cayman) Ltd. 3 and®#ital investors Sidecar Fund, L

4.4(b) Amended and Restated Registration Rights Agreerdated as of January 26, 2005 by and among Blawisto

Capital Partners (Cayman) Ltd. 1, Blackstone Chpiatners (Cayman) Ltd. 2, Blackstone Capital irast
(Cayman) Ltd. 3, BA Capital investors Sidecar FUn®,. and Celanese Corporati

4.5k Amendment No. 1 to the Third Amended and Restakedeholders' Agreement, dated November 14, 2005, by

and among Celanese Corporation, Blackstone Cduti@ihers (Cayman) Ltd. 1, Blackstone Capital Pastne
(Cayman) Ltd. 2, Blackstone Capital Partners (Caynhéd. 3, and BA Capital Investors Sidecar Fundp.

4.€ Amendment No. 2, dated March 30, 2006, to the TAmEnded and Restated Shareholders' Agreement| date

of October 31, 2005, as amended (the "Agreemdny"and among Celanese Corporation, Blackstone &apit
Partners (Cayman) Ltd. 1 ("BCP 1"), Blackstone Gdartners (Cayman) Ltd. 2 ("BCP 2"), Blackst@apital
Partners (Cayman) Ltd. 3 ("BCP 3" and, togethen\BIEP 1 and BCP 2 and their respective succesndrs a
permitted assigns, the "Blackstone Entities") add@apital Investors Sidecar Fund, L.P., a Cayméants
limited partnership ("BACI") (filed herewith

10.1©® Amended and Restated Credit Agreement dated amnabdy 26, 2005 among BCP Crystal US Holdings Corp.

10.20

Celanese Holdings LLC, Celanese Americas Corparatiertain other subsidiaries from time to timetypar
thereto as a borrower, the lenders party theretofd2he Bank AG, New York Branch, as administragigent
and collateral agent, Deutsche Bank Securitiesdnd.Morgan Stanley Senior Funding, Inc., as jeiadt
arrangers, Deutsche Bank Securities Inc., Morganl&¢ Senior Funding, inc. and Banc of America 8&es
LLC, as joint book runners, Morgan Stanley Senianding, Inc., as syndication agent, and Bank of Atag
N.A., as documentation age

Supplemental Indenture, dated as of March 30, 28@®&ng Crystal US Holdings 3 L.L.C., Crystal US Sub
Corp., Celanese Corporation and The Bank of Nevk,\Yas truste:

10.3(®) Celanese Corporation 2004 Stock incentive Plan

10.4(d) Celanese Corporation Deferred Compensation Plan



10.5(®) Sponsor Services Agreement, dated as of JanuaB0R6, among Celanese Corporation, Celanese Halding
LLC, and Blackstone Management Partners IV L.l

Exhibit
Number Description

10.6®" Form of Employee Stockholders Agreement, dated daruary 21, 2005, among Celanese Corporation,
Blackstone Capital Partners (Cayman) Ltd., BlaakstGapital Partners (Cayman) Ltd. 2, Blackstoneit@lap
Partners (Cayman) Ltd. 3 and the employee stockhgqdrties thereto from time to tir

10.7@ Form of Nonqualified Stock Option Agreement (forayees)

10.8(@ Form of Nonqualified Stock Option Agreement (fonremployee directors)

10.9® Nongqualified Stock Option Agreement, dated as afiday 25, 2005, between Celanese Corporatior
Blackstone Management Partners IV L.L

10.10® Annual Bonus Plan for fiscal year ended 2005 fonea executive officers

10.11® Employment Agreement, dated as of February 23, 28&%veen David N. Weidman and Celanese Corporation

10.12®M Employment Agreement, dated as of February 24, 208%veen Lyndon Cole and Celanese Corporation

10.13() Employment Agreement, dated as of February 23, 28&%veen Corliss Nelson and Celanese Corporation

10.14® Employment Agreement, dated as of February 23, 208%veen Andreas Pohimann and Celanese Corporation

10.15(® Bonus Award Letter Agreement, dated as of Febr@@n2005, between David N. Weidman and Celanese
Corporation

10.16( Bonus Award Letter Agreement, dated as of Febr@ar2005, between Andreas Pohimann and Celanese
Corporation

10.17® Bonus Award Letter Agreement, dated as of FebrR4ry2005, between Lyndon Cole and Celanese Coiporat

10.18® English translation of Service Agreement, datedfd3ecember 31, 2004, between Lyndon Cole and @skan
AG

10.19( English translation of Service Agreement, datedfd3ecember31, 2004, between Andreas Pohlmann and
Celanese AC

10.20() Pension benefit plan for David N. Weidman

10.21® Letter of Understanding, dated as of October 2042Between Andreas Pohlmann and Celanese Americas
Corporation

10.22( Offer letter agreement, effective as of April 1080between David A. Loeser and Celanese Corporatio

10.23() Offer letter agreement, effective as of April 1808, between Curtis S. Shaw and Celanese Corporatio

10.240) Share Purchase and Transfer Agreement and Settiédmgerement, dated August 19, 2005, between Cetanes
Europe Holding Gmbl-1 & Co. KG, as the purchaset Baulson & Co. inc. and Amhold and S. Bleichroeder
Advisers, LLC, each on behalf of its own and wiéspect to shares owned by the investment fundsepatate
accounts managed by it, as the sel



Exhibit
Number Description

10.250) Employment Agreement, dated as of August 31, 2b8&yeen John J. Gallagher Il and Celanese Coiiparat
10.26(0) Offer letter agreement, effective as of AugustBZ105, between John J. Gallagher Il and Celanespdtation

10.27(0 First Amendment to Credit Agreement dated Noven2i8e2005 among Celanese Holdings LLC, BCP Crystal
US Holdings Corp., Celanese Americas Corp., lenderd Deutsche Bank AG, New York Brar

12 Computation of ratio of earnings to fixed chargéed herewith).
211 List of Subsidiaries (filed herewith).

23.1 Report on Financial Statement Schedule and Conééntiependent Registered Public Accounting FirrBRMG
LLP (filed herewith)

23.2 Report on Financial Statement Schedule and Cond$éntlependent Registered Public Accounting FirrRMG
Deutsche Treuhar-Gesellschaft Aktieugesellschaft Wirtschafifungsgesellschaft (filed herewit

31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarbanes-Oxley Act of 2002d(fi
herewith)

31.2 Certification of Chief Financial Officer pursuant $ection 302 of the Sarbanes-Oxley Act of 2002d(fi
herewith)

32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarbanes-Oxley Act of 2002d(fi
herewith)

32.2 Certification of Chief Financial Officer pursuant $ection 906 of the Sarbanes-Oxley Act of 2002d(fi
herewith)

99.3 Financial Statement schedule regarding Valuatiah@mnalifying Accounts (filed herewith)

(&) Incorporated by reference to Registration &tatg on Form S-1 (File No. 333-127902).
(b) Incorporated by reference to Current Reporfform 8-K, filed January 28, 2005.
(c) Incorporated by reference to Registration Statet on Form S-4 (File No. 333-124049).
(d) Incorporated by reference to Registration State on Form S-| (File No. 333-120187).
(e) Incorporated by reference to Current Repoffomm 8-K, filed February 1, 2005.

(H Incorporated by reference to Annual Report onnfr 10-K, filed March 31, 2005.

(9)



Incorporated by reference to Registration Stateraerform S-8, filed February 14, 2005.

(h) Incorporated by reference to Quarterly ReparForm 10-Q, filed May 16, 2005.

(i) Incorporated by reference to Current ReporEorm 8-K, filed August 19, 2005.

() Incorporated by reference to Current ReporForm 8-K, filed August 31, 2005.

(k) Incorporated by reference to Current ReporForm 8-K, filed November 18, 2005.

() Incorporated by reference to Current ReporForm 8-K, filed December 2, 2005.




AMENDMENT NO. 2 TO THE THIRD AMENDED AND RESTATE D SHAREHOLDERS' AGREEMENT

This Amendment No. 2 to the Third Amended
Agreement, dated as of October 31, 2005, as amended
among Celanese Corporation, a Delaware corporation
Crystal Holdings Capital Partners (Cayman) IV Ltd.)
Capital Partners (Cayman) Ltd. 1 ("BCP 1"), Blackst
Ltd. 2 ("BCP 2"), Blackstone Capital Partners (Caym
together with BCP 1 and BCP 2 and their respective
Assigns, the "Blackstone Entities"), each an exempt
the laws of the Cayman Islands, and BA Capital Inve
Cayman Islands limited partnership ("BACI"), is mad
by and among the Company, the Blackstone Entities a
used herein and not otherwise defined herein shall
them in the Agreement.

WHEREAS, in connection with, and effective
the Secondary Offering of the Company, the parties
order to set forth certain understandings regarding

Company and the relationship among the Company and

WHEREAS, the parties entered into Amendmen
and Restated Shareholders' Agreement, effective as

WHEREAS, the parties desire to amend the A
5.7 to terminate the Proxy contained in Section 3.2
notice regarding changes in ownership obligation co
otherwise terminate the Agreement in its entirety (
herein) with respect to BA Capital Investors Sideca

NOW, THEREFORE, in consideration of the mu
herein made and intending to be legally bound hereb
to amend the Agreement as follows:

1. Amendment to Section 3.2. Section 3.2 0
amended by deleting such Section in its entirety.

2. Amendment to Section 3.3. Section 3.3 0
amended by deleting such Section in its entirety.

3. Termination of the Agreement with respe
hereby terminated with respect to BACI, except that
Agreement shall survive such termination.

4. Ratification and Confirmation of the Ag
modified pursuant to this Amendment, the Agreement
confirmed in all respects.

5. Effectiveness. This Amendment No. 2 sha
___,2006.

6. Governing Law. This Amendment No. 2 sha
construed in accordance with the laws of the State

* k *

IN WITNESS WHEREOF, each of the undersigne
Agreement or caused this Agreement to be executed o
first written above.

and Restated Shareholders'
(the "Agreement"), by and
(formerly known as Blackstone
(the "Company"), Blackstone
one Capital Partners (Cayman)
an) Ltd. 3 ("BCP 3" and,
successors and Permitted

ed company incorporated under
stors Sidecar Fund, L.P., a

e this ___ day of March 2006,
nd BACI. Capitalized terms
have the meanings assigned to

upon, the consummation of
entered into the Agreement in
the governance of the

the Shareholders;

t No. 1 to the Third Amended
of November 14, 2005.

greement pursuant to Section
and the requirement for
ntained in Section 3.3 and to
except as otherwise provided
r Fund, L.P.;

tual promises and agreements
y, the parties hereto agree

f the Agreement is hereby

f the Agreement is hereby

ct to BACI. The Agreement is
Sections 4.3 and 4.4 of the

reement. Except as so
is hereby ratified and

Il be effective as of March

Il be governed by, and
of New York.

d has executed this
n its behalf as of the date



CELANESE CORPORATION

By: /s/ Dav

Name: D
Title: P
E

BLACKSTONE CAPITAL PA

By: /s/ Ben

Name: B
Title: A

BLACKSTONE CAPITAL PA

By: /s/ Ben

Name: B
Title: A

BLACKSTONE CAPITAL PA
By: /s/ Ben

Name: B
Title: A

BA CAPITAL INVESTORS

By: BA Cap
Its: Genera

By: BACM I
Its: Genera

By: /s/ Tra

id N. Weidman

avid N. Weidman

resident and Chief

xecutive Officer

RTNERS (CAYMAN) LTD. 1

jamin J. Jenkins

enjamin J. Jenkins
uthorized Person

RTNERS (CAYMAN) LTD. 2

jamin J. Jenkins

enjamin J. Jenkins
uthorized Person

RTNERS (CAYMAN) LTD. 3

jamin J. Jenkins

enjamin J. Jenkins
uthorized Person

SIDECAR FUND, L.P.

ital Management Sidecar, L.P.
| Partner

Sidecar GP Limited

| Partner

vis Hain

ravis Hain
irector



Exhibit 12

CELANESE CORPORATION
COMPUTATION OF RATIO EARNINGS TO FIXED CHARGES

Predecessor Successor
Three Months Nine Months Year
Year Ended December 31 Ended Ended Ended
March 31, December 31, December 31,
2001 2002 2003 2004 2004 2005

(in $ millions, except ratio of earnings to combine fixed charges)

Earnings:
Earnings (loss) from continuing operatio
before tax and minority intere (379) 16¢€ 17z 67 (180) 362
Less:
Equity in net earnings of affiliate (12 (212) (35) (12 (36) (62)
Plus:
Income distributions from equity
investments 19 61 23 16 22 66
Amortization of capitalized intere 9 10 14 2 1 8
Total fixed charge 104 89 72 16 33¢ 454
Total earnings as defined before combined
fixed charge:! (259) 307 24¢€ 89 14C 824

Fixed charges:

Interest expens 72 55 49 6 30C 387
Capitalized interes 4 6 3 3 4 4
Estimated interest portion of rent expe 28 28 20 7 21 31
Cumulative undeclared and declared prefe

stock dividend: — — — — — 10
Guaranteed payment to minority shareholc — — — — 8 22
Total combined fixed charge 104 89 72 16 33¢ 454
Ratio of earnings to combined fixed char — 3.4 34 5.6 — 1.8

Excess (Deficiency (362) 21€ 174 73 (193) 37C




List of Significant Subsidiaries of Celanese Corpation

Name of Compan

AT Manufacturing Partnership
Acetex Chimie S.A.

BCP Crystal US Holdings Corp.
Celanese Acetate LLC

Celanese AG

Celanese Americas Corporation
Celanese Canada, Inc.

Celanese Chemicals Europe GmbH
Celanese Emulsions GmbH
Celanese Europe Holding GmbH & Co. KG
Celanese Holding GmbH

Celanese Ltd.

Celanese Pte. Ltd.

Celanese Singapore Pte. Ltd.
Celwood Insurance Limited

CNA Holdings, Inc.

Elwood Insurance Limited

Grupo Celanese SA

HNA Acquisitions, Inc.

Nutrinova Nutrition Specialties & Food Ingredie@sbH
Ticona GmbH

Ticona Polymers, Inc.

Exhibit 21.1

Jurisdiction

Canada
France
Delaware
Delaware
Germany
Delaware
Canada
Germany
Germany
Germany
Germany
Texas
Singapore
Singapore
Vermont
Delaware
Bermuda
Mexico
Delaware
Germany
Germany

Delaware




Exhibit 23.1

Report on Financial Statement Schedule and Com$ent
Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Celanese Corporation:

The audits referred to in our report dated MarchZ806 included the related consolidated finansialement
schedule of Celanese Corporation and subsididiges¢essor") for the year ended December 31, 2665t
nine-month period ended December 31, 2004, inclugéte December 31, 2005 annual report of Celanese
Corporation on Form 10-K. This consolidated finahstatement schedule is the responsibility ofGbenpany's
management. Our responsibility is to express aniopion this consolidated financial statement soletased
on our audits. In our opinion, such consolidatedficial statement schedule, when considered itiaelto the
basic consolidated financial statements takenvelscde, presents fairly in all material respects, itiformation
set forth therein.

We consent to the incorporation by reference irrdggstration statements (Nos. 333-122789 and ZB®48)
on Form S-8 of Celanese Corporation of our repgadisided herein.

Our report dated March 30, 2006 contains an exptayp@aragraph that states that as a result cii¢heisition
by a subsidiary of Celanese Corporation of 84.3%efoutstanding stock of Celanese AG in a business
combination effective April 1, 2004 (a conveniemiege for the April 6, 2004 acquisition date), tlmsolidated
financial information for the period after the aixition is presented on a different cost basis thamn for the
periods before the acquisition and, thereforepiscomparable.

/sl KPMG LLP
Short Hills, New Jersey
March 30, 2006




Exhibit 23.Z

Report on Financial Statement Schedule and Comnéent
Independent Registered Public Accounting Firm

The Supervisory Board
Celanese AG:

The audits referred to in our report dated March2805, except as to Notes 4 (cash flow from disnaed
operations (revised)) and 6 (acetate filament aiSooed operations), which are as of March 31, 20@uded
the related consolidated financial statement sdeenfuCelanese AG and subsidiaries ("Predecesgarthe
period from January 1, 2004 to March 31, 2004 &edyear ended December 31, 2003, included in thaadn
report of Celanese Corporation on formK.OThis consolidated financial statement schedsitlé responsibilit
of the Company's management. Our responsibility &xpress an opinion on this consolidated findncia
statement schedule based on our audits. In oufaspiauch consolidated financial statement schedvten
considered in relation to the basic consolidataedrfcial statements taken as a whole, presentg faidll
material respects the information set forth therein

We consent to the incorporation by reference irrdggstration statements (Nos. 333-122789 and ZB®48)
on Form S-8 of Celanese Corporation of our repgadisided herein.

Our report dated March 30, 2005, except as to Ned{essh flows from discontinued operations (redjsand 6
(acetate filament discontinued operations), whiehes of March 31, 2006, contains explanatory papits that
state that (a) Celanese AG and subsidiaries changdusing the last-in, first-out or LIFO methofi o
determining cost of inventories at certain locagitmthe first-in, first-out or FIFO method as dissed in Note 4
to the consolidated financial statements, (b) GedarAG and subsidiaries adopted Financial Accogntin
Standards Board Interpretation No. 46 (Revisedpn&lidation of Variable Interest Entities — arenpiretation
of ARB No. 51", effective December 31, 2003, andwe also have reported separately on the congetida
financial statements of Celanese AG and subsidiaseof December 31, 2003 and for the year theacend
which were presented separately using the eureeaeporting currency.

/sl KPMG Deutsche Treuhand-Gesellschaft Aktiendssehft Wirtschaftsprifungsgesellschaft
Frankfurt am Main, Germany
March 31, 2006




Exhibit 31.1

CERTIFICATION
PURSUANT TO 17 CFR 240.13a-14
PROMULGATED UNDER
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, David N. Weidman, certify that:

1. | have reviewed this annual report on Form 16fiCelanese Corporation;

2. Based on my knowledge, this annual report do¢gontain any untrue statement of a materialdact
omit to state a material fact necessary to makstdtements made, in light of the circumstancegund
which such statements were made, not misleadirfynegtpect to the period covered by this annualrtg

3.  Based on my knowledge, the financial statemamis other financial information included in thisnual
report, fairly present in all material respectsfihancial condition, results of operations andcéisws of
the registrant as of, and for, the periods preskint¢his annual report;

4.  The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitets 13a-15(e) and 13db(e)) for the registrant ai
we have:

(@)

(b)

(©

(d)

designed such disclosure controls and proesdor caused such disclosure controls and
procedures to be designed under our supervisi@ngare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig annual report is being prepared;

[Reserved]

evaluated the effectiveness of the registsadisclosure controls and procedures and presanted
this annual report our conclusions about the dffeness of the disclosure controls and
procedures, as of the end of the period coverdtiibyeport based on such evaluation; and

disclosed in this report any change in théstegnt’s internal control over financial reporties
defined in Exchange Act Rules 13a-15(f) and 15d)18{at occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) that ha
materially affected, or is reasonably likely to erélly affect, the registrard’internal control ove
financial reporting; and

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatio
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofstegnt’s
board of directors (or persons performing the egjeit functions):

(@)

(b)

all significant deficiencies and material weagses in the design or operation of internal obntr
over financial reporting which are reasonably hkil adversely affect the registrant’s ability to
record, process, summarize and report financiakinétion; and

any fraud, whether or not material, that imesl management or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

Date: March 31, 2006



/s/ David N. Weidman
David N. Weidman
President and Chief Executive Officer




Exhibit 31.2

CERTIFICATION
PURSUANT TO 17 CFR 240.13a-14
PROMULGATED UNDER
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, John J. Gallagher lll, certify that:

1. | have reviewed this annual report on Form 16fiCelanese Corporation;

2. Based on my knowledge, this annual report do¢gontain any untrue statement of a materialdact
omit to state a material fact necessary to makstdtements made, in light of the circumstancegund
which such statements were made, not misleadirfynegtpect to the period covered by this annualrtg

3.  Based on my knowledge, the financial statemamis other financial information included in thisnual
report, fairly present in all material respectsfihancial condition, results of operations andcéisws of
the registrant as of, and for, the periods preskint¢his annual report;

4.  The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitets 13a-15(e) and 13db(e)) for the registrant ai
we have:

(@)

(b)

(©

(d)

designed such disclosure controls and proesdor caused such disclosure controls and
procedures to be designed under our supervisi@ngare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig annual report is being prepared;

[Reserved]

evaluated the effectiveness of the registsadisclosure controls and procedures and presanted
this annual report our conclusions about the dffeness of the disclosure controls and
procedures, as of the end of the period coverdtiibyeport based on such evaluation; and

disclosed in this report any change in théstegnt’s internal control over financial reporties
defined in Exchange Act Rules 13a-15(f) and 15d)18{at occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) that ha
materially affected, or is reasonably likely to erélly affect, the registrard’internal control ove
financial reporting; and

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatio
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofstegnt’s
board of directors (or persons performing the egjeit functions):

(@)

(b)

all significant deficiencies and material weagses in the design or operation of internal obntr
over financial reporting which are reasonably hkil adversely affect the registrant’s ability to
record, process, summarize and report financiakinétion; and

any fraud, whether or not material, that imesl management or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

Date: March 31, 2006



/s/ John J. Gallagher Il
John J. Gallagher IlI
Executive Vice President and Chief Financial Office




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of CelanesepBmtion (the “ Company) on Form 10-K for the period
ending December 31, 2005 as filed with the Seasritind Exchange Commission on the date hereof (the
Report”), I, David N. Weidman, President and Chief Extee Officer of the Company, hereby certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipot$o Section 906 of the Sarbanes-Oxley Act @22@hat:

1. The Report fully complies with the requiremesitsection 13(a) or 15(d) of the Securities ExgjeaAct
of 1934; and

2. The information contained in the Report fairly mets, in all material respects, the financial ctodianc
results of operations of the Company.

Date: March 31, 2006

/s/ David N. Weidman
David N. Weidman
President and Chief Executive Officer




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of CelanesepBmtion (the “ Company) on Form 10-K for the period
ending December 31, 2005 as filed with the Seasritind Exchange Commission on the date hereof (the
Report”), I, John J. Gallagher Ill, Executive Vice Prdsnt and Chief Financial Officer of the Companyetoy
certify, pursuant to 18 U.S.C. Section 1350, agp#stbpursuant to Section 906 of the Sarbanes-Oxtepf
2002, that:

1. The Report fully complies with the requiremesitsection 13(a) or 15(d) of the Securities ExgjeaAct
of 1934; and

2. The information contained in the Report fairly mets, in all material respects, the financial ctodianc
results of operations of the Company.

Date: March 31, 2006

/s/ John J. Gallagher Il
John J. Gallagher llI
Executive Vice President and Chief Financial Office




CELANESE CORPORATION AND SUBSIDIARIES

SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS

Year Ended December 31, 200
Deducted from asset accour

Allowance for Doubtful Account

Valuation allowance for deferred tax
assets

Period Ended March 31, 2004
Successo
Deducted from asset accour

Allowance for Doubtful Account

Valuation allowance for deferred tax
asset:

Period Ended December 31, 20C
Deducted from asset accour

Allowance for Doubtful Account

Valuation allowance for deferred tax
asset:

Year Ended December 31, 200
Deducted from asset accour

Allowance for Doubtful Account

Valuation allowance for deferred tax
assets

Exhibit 99.3

Additions
Balance at Charged to Balance at
beginning of Charged to end of
and Expenses  Other Accounts Deductions year
(in $ millions)

21 4 — @@ 22

174 — — (19 16C

22 1 — (1@ 22

16C — — — 16C

22 4 0 4@ 22

16¢ 112 44¢®) (73 64¢

22 2 0 (8@ 16

64¢ 20 730) (31 © 71¢

(&) Includes foreign currency translation effeetd ancollected accounts written off, net of recoegr

(b) Represents amount charged to goodwill as dtrespurchase accounting and accumulated other

comprehensive income

(c) Represents reversal of valuation allowance emtan deferred tax assets, primarily net operatisg

carryforwards




