EDGAR'pro

iy EDGAR Dnlire”

CELANESE CORP

FORM 10-Q

(Quarterly Report)

Filed 08/12/05 for the Period Ending 06/30/05

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

222 W. LAS COLINAS BLVD., SUITE 900N

IRVING, TX, 75039-5421

972-443-4000

0001306830

CE

2820 - Plastic Material, Synthetic Resin/Rubber, Cellulos (No Glass)
Commodity Chemicals

Basic Materials

12/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com

© Copyright 2020, EDGAR Online, a division of Donnelley Financial Solutions. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, a division of Donnelley Financial Solutions, Terms of Use.


https://www.edgar-online.com

CELANESE CORP

FORM 10-Q

(Quarterly Report)

Filed 8/12/2005 For Period Ending 6/30/2005

Address 1601 W. LBJ FREEWAY
DALLAS, Texas 75234

Telephone 972-443-4000

CIK 0001306830

Fiscal Year 12/31

R
Onling|
http:/fwww . edgar-online. com.

& Copyright 2008, All Rights Reserved.
isd

Powered By EDGA

Distribution and use of th occument restricted under EDGAR Online's Terms of Use.




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)OF THE
SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED JUNE 30, 2005
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

001-32410

(Commission File Number)

CELANESE CORPORATION

(Exact Name of Registrant as Specified in its Girart

Delaware 98-0420726

(State or Other Jurisdiction of (I.LR.S. Employer Identification No.)
Incorporation or Organizatiot

1601 West LBJ Freeway, Dallas, TX 75234-6034
(Address of Principal Executive Offices) (Zip Code)

(972) 44:-4000
(Registrant's telephone number, including areax

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15 (d)
of the Securities Exchange Act of 1934 during tfecpding 12 months (or for such shorter period tihet



registrant was required to file such reports), @)chas been subject to such filing requirementsife past 90
days. Yes No [

Indicate by check mark whether the registrant isegelerated filer (as defined in Rule 12b-2 of the
Exchange Act). Yes[O No

APPLICABLE ONLY TO CORPORATE ISSUERS

The number of outstanding shares of the registr&wsties A Common Stock, $ 0.0001 par value, as of
August 5, 2005 was 158,544,801.

Exhibit index located on sequential page number 2.

CELANESE CORPORATION
Form 10-Q
For the Quarterly Period Ended June 30, 2005

TABLE OF CONTENTS

Page
Basis of Presentatic 3
Market Industry and Data Foreca 5
Special Note Regarding Forwi-Looking Statement 5
Part | Financial Information
Item 1. Financial Statemen 6
Item 2. Management's Discussion and Analysis of Financtaldition
and Results of Operatiol 48
Item 3. Quantitative and Qualitative Disclosures about MaiRisk 73
Item 4. Controls and Procedur 73
Part Il Other Information
Item 1. Legal Proceeding 74
Item 2. Unregistered Sales of Equity Securities and Udero€eed: 76
Item 3. Defaults Upon Senior Securiti 76
Item 4. Submission of Matters to a Vote of Security Holc 76
Item 5. Other Informatior 76
Item 6. Exhibits 76
Signatures 78




Basis of Presentation

In this Quarterly Report on Form 10-Q, the terml|&Dese" refers to Celanese Corporation, a Delaware
corporation, and not its subsidiaries. The ternes'@ompany,” "we," "our" and "us" refer to Celanesel its
subsidiaries on a consolidated basis. The term "B6RBtal" refers to our subsidiary BCP Crystal U8ldihgs
Corp., and not its subsidiaries. The term "Purctiaséers to our subsidiary, Celanese Europe Hgld@mbH &
Co. KG, formerly known as BCP Crystal AcquisitiomBH & Co. KG, a German limited partnership
( Kommanditgesellschaft, Kfzand not its subsidiaries, except where otherimdieated. The term "Original
Shareholders" refers, collectively, to Blackstoramital Partners (Cayman) Ltd. 1, Blackstone Capitatners
(Cayman) Ltd. 2, Blackstone Capital Partners (Caynhéd. 3 and BA Capital Investors Sidecar Fundp.LThe
terms "Sponsor" and "Advisor" refer to certain léftes of The Blackstone Group.

Celanese is a recently-formed company which doekane any independent external operations otfzer th
through the indirect ownership of CAG (as definetbl/) and CAC (as defined below), their consolidate
subsidiaries, their non-consolidated subsidiakierfures and other investments. For accountinggses
Celanese and its consolidated subsidiaries argedfe as the "Successor.” See Note 1 to the Utealishterim
Consolidated Financial Statements (as defined helowadditional information on the basis of presgion of
the Successor.

Pursuant to a voluntary tender offer commenceceirirary 2004 (the "Tender Offer"), the Purchaser, a
indirect wholly-owned subsidiary of Celanese, inrihp004 acquired approximately 84% of the ordinahares
of CAG (the "CAG Shares") outstanding. All refereadn this Quarterly Report to the outstanding ready
shares of CAG exclude treasury shares. As of Jap2®5, Celanese's indirect ownership of approtdiyia
84% of the outstanding CAG Shares would equat@pocximately 77% of the issued CAG Shares (inclgdin
treasury shares). Pursuant to a mandatory offen@med in September 2004 and continuing as ofdtes af
this Quarterly Report, the Purchaser has acquuldidianal CAG Shares. As a result of these acqaisst
partially offset by the issuance of additional gsanf CAG as a result of the exercise of optiossdd under a
CAG stock option plan, as of June 30, 2005, weinartto own approximately 84% of the outstandingGCA
Shares. The mandatory offer expires on Octobe®5 2unless further extended.

In October 2004, Celanese and certain of its sidrgd completed an organizational restructurihg (t
"Restructuring”) pursuant to which the Purchastxatéd, by giving a corresponding instruction unither
Domination Agreement (as defined below), the tranef all of the shares of Celanese Americas Caitpmr
("CAC") from Celanese Holding GmbH, a wholly ownagbsidiary of CAG, to BCP Caylux Holdings
Luxembourg S.C.A. ("BCP Caylux") resulting in itanoership of 100% of the equity of CAC and indirgcdll
of its assets, including subsidiary stock. ThesraBBCP Caylux transferred certain assets, includmequity
ownership interest in CAC, to BCP Crystal. In tQisarterly Report, the term "Domination Agreemeeférs to
the domination and profit and loss transfer agregrmetween CAG and the Purchaser, pursuant to which
Purchaser became obligated on October 1, 2004dotofacquire all outstanding CAG Shares fromrthieority
shareholders of CAG in return for payment of faistc compensation in accordance with German law.

Celanese AG is incorporated as a stock corporétiktiengesellschaftAG) organized under the laws of
the Federal Republic of Germany. As used in thiudeent, the term "CAG" refers to (i) prior to the
Restructuring, Celanese AG and CAC, their constdidigubsidiaries, their non-consolidated subsieléari
ventures and other investments, and (ii) followiing Restructuring, Celanese AG, its consolidatdédisiiaries,
its non-consolidated subsidiaries, ventures andrattvestments, except that with respect to shddehand
similar matters where the context indicates, "CA€fers to Celanese AG. For accounting purposes,
"Predecessor" refers to CAG and its subsidiaries.

Following the transfer of CAC to BCP Crystal, (1B Crystal Holdings Ltd. 2 contributed substangiall
of its assets and liabilities (including all outeding capital stock of BCP Caylux) to BCP Crystati§2) BCP
Crystal assumed certain obligations of BCP Cayiluxiuding all rights and obligations of BCP Caylurmder the
senior credit facilities, the floating rate ternatoand 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 Cséa@erporation. BCP Crystal, at its discretion, may
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 outstanding commsinck of
CAG held by the Purchaser and all of the wholly edisubsidiaries of Celanese that guarantee BCRICaYy!
obligations under the senior credit facilities @uhrantee the senior subordinated notes issuednengd] 2004
and July 1, 2004 on an unsecured senior subordimasis. See Notes 3 and 9 to the Unaudited Interim
Consolidated Financial Statements (as defined Below

As of the date of this Quarterly Report, Celanesetivo classes of common stock, Series A commark sto
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 tirecily
held by public shareholders, the Original Sharedislénd certain directors, officers and employédiseo
Company. No shares of Series B common stock arerly outstanding. All of the shares of Seriesdnmon
stock outstanding were automatically converted 8gaes A common stock on April 7, 2005 followirng t
payment on that date of a special Series B comnomk sash dividend declared on March 8, 2005 tatba
holders of the outstanding shares of Series B camstack. Except for (i) the special Series A commtmtk
dividend which we paid to the holders of outstagdihares of Series B common stock on March 9, 2005a
special cash dividend which we paid to the holdémsutstanding shares of Series B common stock il A,
2005, (i) the convertibility of Series B commomwak into Series A common stock and (iii) the righthe Serie
B common stock to consent to any changes to ouerging documents that would adversely affect thmeS&
common stock, shares of Series A common stock laaes of Series B common stock are identical, @finiy
with respect to voting rights. Holders of the conmstock are entitled to receive, when, as anceifjated by
the Celanese board of directors, out of funds lggalailable therefor, cash dividends at the raegnnum of
1% of the $16.00 initial public offering price p&tare of our Series A common stock (or $0.16 paregh
payable on a quarterly basis. The initial quartdilgdend payment was made on August 11, 2005.5&sl in
this Quarterly Report, the term "common stock” nse&ollectively, the Series A common stock andSbkees E
common stock, and the term "preferred stock" mélamgonvertible perpetual preferred stock, in ezade
unless otherwise specified.

Concurrently with the initial public offering ofsitSeries A common stock, Celanese offered 9,600,000
shares of its preferred stock. Holders of the pretestock are entitled to receive, when, as ardkitlared by tf
Celanese board of directors, out of funds legalbilable therefor, cash dividends at the rate 85% per annui
of liquidation preference, payable quarterly ireans. The initial quarterly dividend payment wasiman May
1, 2005. Dividends on the preferred stock are cativd from the date of initial issuance. The prefdrstock is
convertible, at the option of the holder, at amyetj into shares of our Series A common stock ah&ersion
rate of 1.25 shares of Series A common stock foh share of preferred stock, subject to adjustments

The unaudited interim consolidated financial stagts of the Successor for the three and six manitisd
June 30, 2005 and the three months ended Jun®B8 a2 well as the unaudited interim consolidaiteahicial
statements of the Predecessor for the three mentied March 31, 2004 contained in this Quarterlydre
(collectively, the "Unaudited Interim Consolidateishancial Statements") were prepared in accordasitte
accounting principles generally accepted in thedéhStates ("U.S. GAAP") for all periods preseniBuke
Unaudited Interim Consolidated Financial Statemeants$ other financial information included in this&terly
Report, unless otherwise specified, have been piedéo separately show the effects of discontiraptations
The results of the Successor are not comparalteteesults of the Predecessor due to the diffeeircthe
basis of presentation of purchase accounting apared to historical cost.

CAG is a foreign private issuer and previouslydiles consolidated financial statements as of D31
2003 and 2002 in its Annual Report on Form 20-FQ0#anged its fiscal year end to

September 30 and filed its consolidated finandatkesnents as of September 30, 2004 and for themamghs
then ended in its 2004 Annual Report on Form 2b0tRccordance with German law, the reporting cluoyesf
the CAG consolidated financial statements is thre.efis a result of the Purchaser's acquisitionadiing control
of CAG, the financial statements of CAG containedhis document are reported in U.S. dollars todmesistent
with our reporting requirements. For CAG's rep@tirquirements, the euro continues to be the negort
currency.

In the preparation of other information includedhrs document, euro amounts have been translated i
U.S. dollars at the applicable historical ratefiee on the date of the relevant event or pertaat. purposes of



prospective information, euro amounts have beerskated into U.S. dollars using the rate in effactiune
30, 2005. Our inclusion of this information is mogant to suggest that the euro amounts actualigsept such
dollar amounts or that such amounts could have beewverted into U.S. dollars at any patrticular rétat all.

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 thefreis been
obtained from sources believed to be reliable.

AO Plus™, BuyTiconaDirect™, CelActi®, Celanex®, Celcon®, Celstrarf®, 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 that may be named in this documentgistered trademarks and service marks of CA@tex®
is a registered trademark of Acetex Corporatioringirect wholly owned subsidiary of Celanese. Fnf is a
registered trademark of Fortron Industries, a ventii Celanese.

Special Note Regarding Forward-Looking Statements

Investors are cautioned that the forward-lookiradeshents contained in this Quarterly Report invdigth
risk and uncertainty. Many important factors cocédise 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 Finhondition and Results of Operations—Forward-
Looking Statements May Prove Inaccurate."
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CELANESE CORPORATION AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

Successor Successor

Three Months Ended Three Months Ended
June 30, 2005 June 30, 2004

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

Net sales 1,51 1,22¢
Cost of sale: (1,175 (1,05¢)
Selling, general and administrative exper (13€) (125)
Research and development exper (23 (22
Special charge:
Insurance recoveries associated with plumbing ¢ 4 2
Restructuring, impairment and other special cha (32) Q)
Foreign exchange gain (loss), | 1) —
Gain (loss) on disposition of assets, (3) —
Operating profil 152 25
Equity in net earnings of affiliate 12 18
Interest expens (68) (130
Interest incom 9 7
Other income (expense), n¢ 18 (24)
Earnings (loss) from continuing operations befaseand
minority interest: 12: (1049
Income tax provisiol (43) (10)
Earnings (loss) from continuing operations beforearity
interests 80 (1149
Minority interests (13) (10)
Earnings (loss) from continuing operatic 67 (1249
Earnings (loss) from discontinued operati — (1)
Net earnings (loss) 67 (125)
Cumulative undeclared preferred stock divid 2) —
Net earnings (loss) available to common sharehs 65 (12%)
Earnings (loss) per common sh— basic:
Continuing operation 0.41 (1.25)
Discontinued operatior — (0.02)
Net earnings (loss) available to common sharehs 0.41 (1.2¢€)
Earnings (loss) per common sh— diluted:
Continuing operations 0.3¢ (1.25)
Discontinued operatior — (0.00)
Net earnings (loss) available to common sharehs 0.3¢ (1.2¢€)
Weighted average shar— basic: 158,530,39 99,377,88
Weighted average shar— diluted: 170,530,39 99,377,88

See the accompanying notes to the unaudited intimolidated financial statements.

CELANESE CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS



Successor Predecessor

Six Months Ended Three Months Ended  Three Months Ended

June 30, 200¢ June 30, 200¢ March 31, 2004
(in $ millions, except for share and per share daja
Net sales 3,02¢ 1,22¢ 1,24:
Cost of sale: (2,300 (1,059 (1,00%2)
Selling, general and administrative exper (297) (125) (137)
Research and development exper (46) (22 (23
Special charge:
Insurance recoveries associated with plumbing
cases 4 2 —
Restructuring, impairment and other special
charges (69) (@)} (28)
Foreign exchange gain (loss), | 2 — —
Gain (loss) on disposition of assets, ) — (1)
Operating profil 31¢ 25 52
Equity in net earnings of affiliate 27 18 12
Interest expens (2449 (130 (6)
Interest incomt 24 7 5
Other income (expense), ne 21 (24) 9
Earnings (loss) from continuing operations before
tax and minority interes! 14¢€ (109 72
Income tax provisiol (51) (10) (17)
Earnings (loss) from continuing operations before
minority interests 95 (119 55
Minority interests (38) (10) _
Earnings (loss) from continuing operatic 57 (129 55
Earnings (loss) from discontinued operatic
Gain (loss) from operation of discontinued
operations — — (5)
Gain (loss) on disposal of discontinued operati — (1) 14
Income tax benefit (expens — — 14
Earnings (loss) from discontinued operati — (1) 23
Net earnings (loss) 57 (125) 78
Cumulative declared and undeclared preferred stock
dividend (4) _ _
Net earnings (loss) available to common sharehs 53 (125) 78
Earnings (loss) per common sh— basic:
Continuing operation 0.3t (1.25) 1.1z
Discontinued operatior — (0.01) 0.4€
Net earnings (loss) available to common
shareholder 0.3t (1.26) 1.5¢
Earnings (loss) per common sh— diluted:
Continuing operations 0.3t (1.25) 1.11
Discontinued operatior — (0.01) 0.4€
Net earnings (loss) available to common
shareholder 0.3t (1.26) 1.57
Weighted average shar— basic: 150,182,78 99,377,88 49,321,46
Weighted average shar— diluted: 162,273,92 99,377,88 49,712,42

See the accompanying notes to the unaudited intimolidated financial statements.



CELANESE CORPORATION AND SUBSIDIARIES
UNAUDITED CONSOLIDATED BALANCE SHEETS

Successor
As of As of
June 30, 2005 December 31, 2004

(in $ millions)

ASSETS
Current assett
Cash and cash equivale! 95¢ 83¢
Receivable:
Trade receivables, net third party and affiliates, net of allowance forudful
accounts of $22 million as of June 30, 2005 andeber 31, 200 95k 86¢
Other receivable 522 67C
Inventories 58¢ 61€
Deferred income taxe 75 71
Other asset 10¢€ 86
Assets of discontinued operatic 3 2
Total current asse 3,207 3,151
Investment: 54: 60C
Property, plant and equipment, net of accumulaggeatiation of $563 million
and $446 million as of June 30, 2005 and Decembg?@04, respectivel 1,75¢ 1,70z
Deferred income taxe 36 54
Other asset 652 75€
Goodwill 81: 747
Intangible assets, n 38¢ 40C
Total asset 7,39¢ 7,41(

LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)
Current liabilities:
Short-term borrowings and current installmentsooig-term debt — third party

and affiliates 14C 144
Accounts payable and accrued liabiliti
Trade payable— third party and affiliate 682 722
Other current liabilitie 73¢ 88¢
Deferred income taxe 14 20
Income taxes payab 23C 214
Liabilities of discontinued operatiot 7 7
Total current liabilities 1,81: 1,99t
Long-term debi 3,25 3,24:
Deferred income taxe 227 25¢€
Benefit obligation:s 1,00: 1,00
Other liabilities 452 51C
Minority interests 522 51¢

Commitments and contingenci
Shareholders' equity (deficit

Preferred stock, $0.01 par value, 100,000,000 starthorized and 9,600,000
issued and outstanding as of June 30, : — —

Series A common stock, $0.0001 par value, 400,000sbares authorized and
158,544,801 issued and outstanding as of June0BB, Series B common
stock, $0.0001 par value, 100,000,000 shares am¢iiband 99,377,884 issued
as of December 31, 20l — —

Additional paic-in capital 35( 15¢
Retained earnings (defic (19¢) (259
Accumulated other comprehensive income (loss) (28) 17




Total shareholders' equity (defic 12€ (112)
Total liabilities and shareholders' equity (deji 7,39¢ 7,41(

See the accompanying notes to the unaudited intimolidated financial statements.

CELANESE CORPORATION AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (DEFICIT)

Accumulated

Other Total
Comprehensive Shareholders
Additional Retained
Preferred Common Paid-in Earnings Income (Loss),  Treasury Equity
Stock Stock Capital (Deficit) Net Stock (Deficit)
(in $ millions)
Predecessor
Balance at December 31, 20 — 15C 2,71 25 (19¢) (209) 2,582
Comprehensive income (loss), net of
tax:
Net earnings (loss — — — 78 — — 78
Other comprehensive income
(loss):
Unrealized gain (loss) on
securities — — — — 7 — 7
Foreign currency translatic — — — — (46) — (46)
Other comprehensive income
(loss) — — — — (39) — (39
Comprehensive income (los — — — — — — 39
Amortization of deferred
compensatior — — 1 — — — 1
Balance at March 31, 20( — 15C 2,71t 102 (237) (10€) 2,622
Successor
Contributed capite — — 641 — — — 641
Comprehensive income (loss), net of
tax:
Net earnings (loss — — — (125 — — (125
Other comprehensive income
(loss):
Unrealized gain (loss) on
securities — — — — W] — W]
Foreign currency translatic — — — — — — —
Unrealized gain (loss) on
derivative contract — — — — (16) — (16)
Other comprehensive income
(loss) — — — — (23 — (23
Comprehensive income (los — — — — — — (14¢)
Indemnification of demerger liabilit — — 1 — — — 1
Balance at June 30, 20 — — 642 (125) (23) — 494
Successor
Balance at December 31, 20C — — 15¢ (2593 17) — (112)
Comprehensive income (loss), net of
tax:

Net earnings (loss — — — 57 — _ 57



Other comprehensive income
(loss):
Unrealized gain (loss) on
securities
Foreign currency translatic —

Unrealized gain (loss) on
derivative contract —

Other comprehensive income
(loss) —
Comprehensive income (los —
Indemnification of demerger liabilit —

Preferred stock divider

Net proceeds from issuance
common stocl —

Net proceeds from issuance
preferred stocl —

Net proceeds from issuance
discounted common stor —

Distribution to Series B shareholdt —
Balance at June 30, 20 —

3
— — 4
— — (10
— — (11
2 — —
©)
752 — _
232 — —
12 — —
(804) — —
35C (19€6) (28)

238

12

— (804)

12¢

See the accompanying notes to the unaudited intmimaolidated financial statements.
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CELANESE CORPORATION AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities from continuing operatio
Net earnings (loss
(Earnings) loss from discontinued operations,

Adjustments to reconcile net earnings (loss) tocash provided

by (used in) operating activitie

Special charges, net of amounts u
Stock based compensati

Depreciatior

Amortization of intangible and other ass
Amortization of deferred financing fe
Premium on early redemption of de
Change in equity of affiliate

Deferred income taxe

(Gain) loss on disposition of assets,
(Gain) loss on foreign currency, r
Minority interest

Changes in operating assets and liabilit

Trade receivables, n— third party and affiliate

Successor Predecessor
Six Months Three Months Three Months
Ended Ended Ended
June 30, 200¢ June 30, 200« March 31, 2004
(in $ millions)
57 (125) 78
— 1 (23
3 (20 20
— 1 2
10C 68 69
30 3 3
35 73 —
74 — —
19 12 3
18 19 (12
2 _ _
42 18 (26)
38 10 —
(115) 6 (89)



Other receivable 53 (30 42
Prepaid expense (22) 20 14
Inventories 26 49 (11)
Trade payable— third party and affiliate (30 (18 (6)
Benefit obligations and other liabiliti¢ (159 (13€) (11¢)
Income taxes payab 42 22 38
Other, ne 12 a7 (7
Net cash provided by (used in) operating activ 19C (107) (207
Investing activities from continuing operatiol
Capital expenditures on property, plant and equipt (86) (50) (44)
Acquisition of CAG, net of cash acquir (6) (1,53)) —
Fees associated with acquisitic (20 (67) —
Acquisition of Vinamul (208) — —
Proceeds from sale of ass 14 1 —
Net proceeds from disposal of discontinued opena 75 — 13¢
Proceeds from sale of marketable secur 141 27 42
Purchases of marketable securi (59 (28) 42
Other, ne 1 Q) 1
Net cash provided by (used in) investing activi (13§ (1,649 96
11
CELANESE CORPORATION AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS (Co ntinued)
Successor Predecessor
Six Months Three Months Three Months

Financing activities from continuing operatio
Initial capitalization
Issuance of mandatorily redeemable preferred ¢
Borrowings under bridge loal
Repayment of bridge loal
Proceeds from issuance of senior subordinated

Redemption of senior subordinated notes, includatated

premium
Proceeds from floating rate term lo

Repayment of floating rate term loan, includingtedt
premium

Borrowings under term loan facili

Proceeds from issuance of common stock
Proceeds from issuance of preferred stock
Proceeds from issuance of discounted common

Redemption of senior discount notes, includingtegla

premium
Distribution to Series B shareholdt
Shor-term borrowings (repayments),
Proceeds (payments) from other long term debt
Issuance of preferred stock by consolidated sudngi
Fees associated with financir
Dividend payment

Ended
June 30, 2005

Ended
June 30, 2004

Ended
March 31, 2004

(in $ millions)

(572

(35
1,13
752
232
12

(207)
(804)
(26)

@)
©)

641
20C
1,56¢

(1,565)
1,24¢

35C

38¢

177)
15
(170

@

(16)
(27)




Net cash provided by (used in) financing activi 16¢€ 2,49¢ 43

Exchange rate effects on cas (99) (26) 1)
Net increase (decrease) in cash and cash equisa 121 71€ (55
Cash and cash equivalents at beginning of pe 83¢ — 14¢€
Cash and cash equivalents at end of pe 95¢ 71€ 93

Net cash provided by (used in) discontinued openat
Operating activitie: (75) — (139)
Investing activities 75 — 13¢

Financing activitie: — — —
Net cash provided by (used in) discontinued opena — — —

See the accompanying notes to the unaudited intmimaolidated financial statements.
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CELANESE CORPORATION AND SUBSIDIARIES
NOTES TO THE UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

1. Description of the Company and Basis of Presentatio

Description of the Company

Celanese Corporation and its subsidiaries (collelstithe "Company" or the "Successor"”) is a global
industrial chemicals company, primarily compristhg former business of Celanese AG and its subgidia
("CAG" or the "Predecessor"). The Company's busim@glves processing chemical raw materials, sisch
ethylene and propylene, and natural products, dietunatural gas and wood pulp, into value-addeshgbals
and chemical-based products.

Basis of Presentation

The results of operations and cash flows and rlditclosures for periods prior to April 1, 2004 (a
convenience date for the April 6, 2004 acquisitiate), the effective date of the acquisition of Cfilee
"Effective Date"), are presented as those of tleel€ressor. The financial position, results of djp@ra and cas
flows and related disclosures subsequent to thecEffe Date, are presented as those of the Suecesso

The unaudited interim consolidated financial staeta of the Successor as of and for the threeiand s
months ended June 30, 2005, for the three montiesdefune 30, 2004 and as of December 31, 2004 tréile
acquisition of CAG under the purchase method obanting in accordance with Financial Accountingrisiards
Board ("FASB") Statement of Financial Accountingustards ("SFAS") No. 14Business Combinations

In the opinion of management, the unaudited intedmsolidated financial statements contain all
adjustments (consisting only of normal recurringuiatinents) necessary for a fair presentation ofittancial
position, results of operations, and cash flowthefCompany and the Predecessor. Certain informatid
footnote disclosures normally included in finanatdtements prepared in accordance with accouptingiples
generally accepted in the United States ("U.S. GAARve been condensed or omitted in accordanderwi¢s
and regulations of the Securities and Exchange Gesiom ("SEC"). These unaudited interim consolidate
financial statements should be read in conjunatiiih the Celanese Corporation and Subsidiariesalmtaed
financial statements as of and for the nine moatided December 31, 2004, as filed with the SECaymR.0-
K.

Operating results for the three and six months @ddee 30, 2005 and for the three months ended3lyne
2004 and March 31, 2004 are not necessarily ingieaf the results to be expected for the enti@ry€he
results of the Successor are not comparable teethdts of the Predecessor due to the differendeeifasis of
presentation of purchase accounting as comparedturical cost.

The preparation of consolidated financial states@ntonformity with U.S. GAAP requires management
to make estimates and assumptions that affecefimrted amounts of assets and liabilities, discost



contingent assets and liabilities at the date efcthnsolidated financial statements and the repan@ounts
of revenues, expenses and allocated charges dhengporting period. The more significant estimgiertain ti
purchase accounting, allowance for doubtful accgunventory allowances, impairments of intangémdsets
and other long-lived assets, restructuring costiscdiner special charges, income taxes, pensiomtred
postretirement benefits, asset retirement obligatienvironmental liabilities and loss contingeacamong
others. Actual results could differ from those resiies.

The Company has reclassified certain prior perimdants to conform to the current period's presamtat

2. Acquisition of Celanese AG (the "Acquisition")

On April 6, 2004, Celanese Europe Holding GmbH & BG (the "Purchaser"), an indirect wholly owned
subsidiary of the Successor, acquired approxim®4¥s of the Celanese AG ordinary
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shares, excluding treasury shares ("CAG Sharesf¥u@ant to a voluntary tender offer commenced iorfrary
2004. The CAG Shares were acquired at a price 266€3per share or an aggregate purchase price @931
million, including direct acquisition costs of apgimately $69 million. During the nine months end@etcembe
31, 2004 and the six months ended June 30, 208%utlchaser acquired additional CAG Shares forehpise
price of $33 million and $6 million, respectivels of June 30, 2005 and December 31, 2004, thenBsec's
ownership percentage remained at approximately 4#.additional CAG Shares were acquired pursuaat t
mandatory offer commenced in September 2004 tHaewpire on October 1, 2005, unless further exéshd

Pro forma information

The following pro forma information for the six mibis ended June 30, 2004 was prepared as if the
Acquisition had occurred as of the beginning otsperiod:

Six Months Ended
June 30, 200

(in $ millions)

Net sales 2,47
Operating profi 11t
Net earnings (loss (32)

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 pensmmtribution, (ii) fees incurred by the Companyatet to the
Acquisition, and (iii) adjustments to interest empe to reflect the Company's new capital structumd, (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 theigatpresented, nor is it necessarily indicativéutdire results.

3. Domination Agreement and Organizational Restructng

Domination Agreement

On October 1, 2004, a domination and profit and tosnsfer agreement (the "Domination Agreement")
between Celanese AG and the Purchaser becameiopevihen the Domination Agreement became operative
the Purchaser became obligated to offer to acglli@utstanding CAG Shares from the minority shatéérs of



Celanese AG in return for payment of fair cash cengation. The amount of this fair cash compensation
has been determined to be €41.92 per share, pgeresh, in accordance with applicable German ladve T
Purchaser may elect, or be required, to pay a psecprice in excess of €41.92 to acquire the réntain
outstanding CAG Shares. Any minority shareholdeo wlects not to sell its shares to the Purchadebevi
entitled to remain a shareholder of CAG and toivectom the Purchaser a gross guaranteed fixedann
payment on its shares of €3.27 per CAG Share kx$aio corporate taxes in lieu of any future divide
Beginning October 1, 2004, taking into accountdineumstances and the tax rates at the time ofiagtato the
Domination Agreement, the net guaranteed fixed ahpayment would be €2.89 per share for a fulldig@ar.
The net guaranteed fixed annual payment may, dépgod applicable corporate tax rates, in the fitus
higher, lower or the same as €2.89 per share Heathree and six months ended June 30, 2005, gebaf7
million and $15 million, respectively was recordadDther income (expense), net for the anticipategranteed
payment.
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Beginning October 1, 2004, under the terms of tbendation Agreement, the Purchaser, as the domiy
entity, among other things, is required to compen€alanese AG for any statutory annual loss imclibry
Celanese AG, the dominated entity, on a non-cotat@d basis, at the end of the fiscal year whetodewas
incurred. This obligation to compensate Celanesd@@nnual losses will apply during the entirenesf the
Domination Agreement.

There is no assurance that the Domination Agreemiimemain operative in its current form. If the
Domination Agreement ceases to be operative, tmpaay will not be able to directly give instructgoto the
Celanese AG bhoard of management. The Dominatioedgent cannot be terminated by the Purchaser in the
ordinary course until September 30, 2009. Howewezspective of whether a domination agreement gace
between the Company and Celanese AG, under Geana@é¢lanese AG is effectively controlled by the
Company because of the Company's approximate 848érswip of the outstanding CAG Shares. The Company
does have the ability, through a variety of meémsitilize its controlling rights to, among othéirgs, (1) cause
a domination agreement to become operative; (2jtsisility, through its approximately 84% votipgwer at
any shareholders' meetings of Celanese AG, to #lecthareholder representatives on the supervimmayd and
to thereby effectively control the appointment aechoval of the members of the Celanese AG board of
management; and (3) effect all decisions that gmeqimately 84% majority shareholder is permittedrtake
under German law. The controlling rights of the @amy constitute a controlling financial interest fo
accounting purposes and result in the Company lreiqgjred to consolidate CAG as of the date of ediipn.

Organizational Restructurin

In October 2004, Celanese Corporation and cerfaits subsidiaries completed an organizational
restructuring (the "Organizational Restructuringtirsuant to which the Purchaser effected, by gigaing
corresponding instruction under the Domination A&gnent, the transfer of all of the shares of Celanes
Americas Corporation ("CAC") from Celanese HoldBmbH, a wholly owned subsidiary of Celanese AG, to
BCP Caylux Holdings Luxembourg S.C.A ("BCP Caylyxthich resulted in BCP Caylux owning 100% of the
equity of CAC and, indirectly, all of its assetscluding subsidiary stock. This transfer was a#ddly CAG
selling all outstanding shares in CAC for a €291liam note. This note eliminates in consolidation.

Following the transfer of CAC to BCP Caylux, (1)l@=ese Holdings contributed substantially all sf it
assets and liabilities (including all outstandiragital stock of BCP Caylux) to BCP Crystal US Halgs Corp.
("BCP Crystal") in exchange for all outstanding itapstock of BCP Crystal and (2) BCP Crystal assdm
certain obligations of BCP Caylux, including aljlts 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 Crystal$hd@D% of CAC's equity and, indirectly, all equityned
by CAC in its subsidiaries. In addition, BCP Crystalds, indirectly, all of the outstanding commstock of
Celanese AG held by the Purchaser and all of thalywbwned subsidiaries of the Company that guaaiBCP
Caylux's obligations under the senior credit fédelli guarantee the senior subordinated notes issuédne 8,



2004 and July 1, 2004 (see Note 9) on an unsecam@dr subordinated basis.

4. |Initial Public Offering and Concurrent Financings

In January 2005, the Company completed an initiblip offering of 50,000,000 shares of Series A
common stock and received net proceeds of $75dmiéifter deducting underwriters' discounts aneraf
expenses of $48 million. Concurrently, the Compeageived net proceeds of $233 million from the wiffg of
9,600,000 shares of convertible perpetual prefesteck after deducting
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underwriters' discounts and offering expenses ah#fifon. A portion of the proceeds of the sharéedhgs were
used to redeem $188 million of senior discount iated $521 million of senior subordinated notes|ueking
early redemption premiums of $19 million and $51liom, respectively.

Subsequent to the closing of the initial publiceoifig, the Company borrowed an additional $1,135ani
under the amended and restated senior credittfasijla portion of which was used to repay a $380om
floating rate term loan, which excludes a $4 millearly redemption premium, and $200 million of efhivas
used as the primary financing for the February 288fuisition of the Vinamul business (see Notea®9).
Additionally, the amended and restated senior tfadilities included a $242 million delayed drasvrh loan.
The delayed draw facility expired unutilized iny@005.

On April 7, 2005, the Company used the remainirgg@eds of the initial public offering and concutren
financings to pay a special cash dividend to haldéthe Company's Series B common stock of $80bmi
which was declared March 8, 2005. In addition, cardh 9, 2005, the Company issued a 7,500,000 Skries
common stock dividend to the Original Shareholadriss Series B common stock which was declaretarch
8, 2005. Upon payment of the $804 million divideall of the outstanding shares of Series B comntocks
converted automatically to shares of Series A comstock.

5. Accounting Changes and New Accounting Pronouncerrent

Accounting Changes

During 2004, the Predecessor changed its invenanation method of accounting for its US subsiéir
from the LIFO method to the FIFO method to confaonthe Successor's accounting policy. The Predecsss
financial statements have been restated to rdfiecthange.

In March 2004, the Emerging Issues Task Force (FEITeached a consensus on Issue No. 03ier
than Temporary Impairmentvhich outlines the basic model to be used touatalwhether an investment is
impaired and sets the disclosure requirementsufcn ;wvestments. EITF Issue No. 03-1 is to be appli
prospectively in periods beginning after June TR4 The Company has applied the provisions of HEEbe
No. 02-01 in the current reporting period with no matein@pact on the Company's financial position owuitts
of operations and cash flows for the six monthseentune 30, 2005.

On December 8, 2003, the Medicare Prescription PDimgrovement and Modernization Act of 2003 (the
"Medicare Act") was signed into law. The Act inttaes a prescription drug benefit under Medicareg@Mare
Part D") as well as a federal subsidy to sponsbretwee health care benefit plans that provideaefit that is ¢
least actuarially equivalent to Medicare Part D.oA$arch 31, 2004, as permitted by FASB Staff Rosi
("FSP") 106-1Accounting and Disclosure Requirements RelateHddvtedicare Prescription Drug,
Improvement and Modernization Act of 20the Company deferred accounting for the effecthefAct in the
measurement of its Accumulated Postretirement Be@éfigation (APBO) and the effect to net periodic
postretirement benefit costs. Specific guidancé waspect to accounting for the effects of the vias issued in
FSP No. 106-2Accounting and Disclosure Requirements Relatededvtedicare Prescription Drug,
Improvement and Modernization Act of 20and the Company has adopted the provisions of FER.06-2 as
of the Effective Date, and included any impactha overall measurement of the liabilities of th&U.
postretirement medical plans in purchase accounting



In March 2005, the FASB issued FSP No. FIN 46(R)¥flicit Variable Interests under FASB
Interpretation No. 46 (revised December 20. FSP FIN 46(R)-5 addresses whether a reportirgygrmse
should consider whether it holds an implicit inttri@ a variable interest entity or potential
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variable interest entity when specific conditiongse The provisions of FSP FIN 46(R)-5 are apgilegfor
reporting periods beginning after March 3, 200% @ompany's fiscal quarter ending June 30, 20059. FIN
46(R)-5 did not have a material impact on the Camgfsaconsolidated financial statements for theghm@nths
ended June 30, 2005.

Recent Accounting Pronouncements

In May 2005, the FASB issued Statement of Finamstaounting Standards No. 154¢counting Changes
and Error Corrections-A Replacement of APB Opinim 20 and FASB Statement N@'SFAS No. 154").
SFAS No. 154 requires retrospective applicatioprior periods financial statements for changescoanting
principle, unless it is impracticable to determaitiner the period-specific effects or the cumukatdfect of the
change. SFAS No. 154 also requires that retrospeapplication of a change in accounting princhdimited
to the direct effects of the change. Indirect éfexf a change in accounting principle, such asaage in non-
discretionary profit-sharing payments resultingiiran accounting change, should be recognized ipehied of
the accounting change. SFAS No. 154 also requidsat change in depreciation, amortization, or etepi
method for long-lived non-financial assets be aoted for as a change in accounting estimate afidoyen
change in accounting principle. SFAS No. 154 ig@if/e for accounting changes and corrections rof&made
in fiscal years beginning after December 15, 2@¥ly adoption is permitted for accounting changed
corrections of errors made in fiscal years begigrifier the date this Statement is issued. The @omnjs
required to adopt the provision of SFAS No. 154a@glicable, beginning in the fiscal year endedddeloer 31,
2006.

In June 2005, the FASB s Emerging Issues Task Feamhed a consensus on Issue No. @Befermining
the Amortization Period for Leasehold ImprovemétE$TF Issue No. 05-6"). The guidance requires that
leasehold improvements acquired in a business a@tibn or purchased subsequent to the inceptienedse
be amortized over the lesser of the useful lifthefassets or a term that includes renewals thakasonably
assured at the date of the business combinatiparchase. The guidance is effective prospectivalydasehold
improvements acquired in periods beginning afteeJ29, 2005.

In March 2005, FASB issued Interpretation No. AZ¢ounting for Conditional Asset Retirement
Obligations — an interpretation of FASB Statemeat Ni3("FIN No. 47"). FIN No. 47 provides guidelines as t
when a company is required to record a conditiasakt retirement obligation. In general, an emgitgquired tc
recognize a liability for the fair value of a cotidhal asset retirement obligation if the fair valof the liability
can be reasonably estimated. The fair value @lalily for the conditional asset retirement obtiga should be
recognized when incurredgenerally upon acquisition, construction, or depetent and (or) through the norr
operation of the asset. FIN No. 47 is effectivdater than the end of fiscal years ending afterdbger 15,
2005 (December 31, 2005, for calendar-year enssrgyi The Company is still assessing the impaEtidiNo.

47 on its future results of operations and finanedesition.

In December 2004, the FASB issued SFAS No. BEx8hanges 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 obthe
assets exchanged. Further, the amendments elinthwatearrow exception for nonmonetary exchangessnofar
productive assets and replace it with a broadeeptian for exchanges of nonmonetary assets thabtlbave
commercial substance. The statement is effectivadomonetary asset exchanges occurring in fissabgs
beginning after June 15, 2005. Earlier applicaisopermitted for nonmonetary asset exchanges doguirr
fiscal periods beginning after the date of issuambe provisions of this statement shall be appbiespectively
The Company is currently evaluating the potentigbact of this statement.
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In December 2004, the FASB revised SFAS No. I28punting for Stock Based Compensafl@FAS
No. 123R"), which requires that the cost from hbus-based payment transactions be recognized innhadial
statements. In March 2005, the SEC issued Stafééaiing Bulletin No. 107 ("SAB 107") regarding tB&C's
interpretation of SFAS 123R and the valuation @frekbased payments for public companies. The SEC ha
deferred SFAS No. 123R until the first annual pgteginning after June 15, 2005. Accordingly, tleen@any
intends to comply with SFAS No. 123R beginning witik fiscal year commencing January 1, 2006. The
Company is currently evaluating the potential infESFAS No. 123R, although it is anticipated tttet
adoption will have a negative impact on its resafteperations.

In November 2004, the FASB issued SFAS No. 18dentory Costs, amendment to ARB No. 43 Chapter 4
("SFAS No. 151"), which clarifies the accounting &bnormal amounts of idle facility expense, fréidgtandling
costs, and wasted material (spoilage). SFAS No.id &ffective for fiscal years beginning after Juae 2005.

The Company is in the process of assessing thecingp&FAS No. 151 on its future results of openasi and
financial position.

In October 2004, the American Jobs Creation AQGEH4 (the "Act") was signed into law. Three of the
more significant provisions of the Act relate toree-time opportunity to repatriate foreign earniaga reduced
rate, manufacturing benefits for qualified prodaotactivity income and new requirements with respec
deferred compensation plans. The Company has naeyermined the impact, if any, of this Act onfitsure
results of operations or cash flows. Additionallpder new Section 409A of the Internal Revenue Codated
in connection with the Act, the U.S. Treasury Dépant is directed to issue regulations providinglgnce and
provide a limited period during which deferred camgation plans may be amended to comply with the
requirements of Section 409A. When the regulatemesissued, the Company may be required to make
modifications to certain compensation plans to dgmth Section 409A.

6. Acquisitions, Divestitures and Ventures

Acquisitions:
On April 6, 2004, the Company acquired CAG (Seeedt and 2).

In February 2005, the Company acquired VinamulNbeh American and European emulsion polymer
business of Imperial Chemical Industries PLC (")3d6r $208 million. The Vinamul product line inclad vinyl
acetate-ethylene copolymers, vinyl acetate homapeig and copolymers, and acrylic and vinyl acrylic
emulsions. Vinamul operates manufacturing facgifiethe United States, Canada, the United Kingdord, The
Netherlands. As part of the agreement, ICI willtomue to supply Vinamul with starch, dextrin antiet
specialty ingredients following the acquisition.eT@ompany will supply ICI with vinyl acetate monanaad
polyvinyl alcohols. The supply agreements are foyéars, and the pricing is based on market aner oth
negotiated terms. The Company primarily finances dlcquisition through borrowings of $200 millionder the
amended and restated senior credit facilities (8#e 9). The Company has allocated the purchase pni the
basis of its preliminary estimate of the fair vabfghe assets acquired and the liabilities assurfieel estimated
fair value of the total assets, identified intangiassets, and goodwill were approximately $280ionil $16
million, and $40 million, respectively. Pro formiadncial information has not been provided as tigussition
did not have a material impact on the Companysltesf operations.

In July 2005, the Company acquired Acetex CorponaffAcetex") for $270 million and assumed Acetex's
$235 million of debt, which is net of cash acquicdd66 million. Acetex's operations include antglse
business with plants in Europe and a North-Amergecialty polymers and film business. Acetex also
previously concluded an agreement for a ventutrutiel an acetyls
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complex in Saudi Arabia and has commenced the ieghplanning for this facility. The Company accdr
Acetex using existing cash. The Company had Acexexcise its option to redeem its 10 7/8% senitesidue
2009 totaling approximately $265 million. The reggion will be funded primarily with cash on handlas
expected to take place August 19, 2005. The redemptice is expected to be approximately $280iamill
which represents 105.438% of the outstanding ai@mount, plus accrued and unpaid interest tauaug9,
2005.

Divestitures:

In July 2005, in connection with the Vinamul tractéan, the Company agreed to sell its emulsion powd
business to ICI for approximately $25 million. Thiansaction includes a proposed supply agreemeateby
the Company will supply product to ICI for a periotiup to fifteen years. Closing of the transaci®subject to
regulatory approval. Net sales for the emulsion grens business for the six months ended June 36, \®26fk
approximately $25 million.

In February 2004, the Predecessor sold its acg/laisiness to The Dow Chemical Company ("Dow")for
sales price of approximately $149 million, whiclsuked in a pre-tax gain of approximately $14 roillin the
three months ended March 31, 2004. Dow acquire@Ptbdecessor's acrylates business line, includiveniory,
intellectual property and technology for crude #crgcid, glacial acrylic acid, ethyl acrylate, puacrylate,
methyl acrylate and 2-ethylhexyl acrylate, as waslacrylates production assets at the Clear LakesIfacility.
In related agreements, the Company provides certaitract manufacturing services to Dow, and Dopptias
acrylates to the Company for use in its emulsiaosipction. Simultaneous with the sale, the Predsgegpaid
an unrelated obligation of $95 million to Dow. Taerylates business was part of the PredecessainiCal
business. As a result of this transaction, thetaskabilities, revenues and expenses relateda@ctrylates
product lines at the Clear Lake, Texas facilityvedl as the gain recorded on the sale are reflexseal
component of discontinued operations in the codatdid financial statements in accordance with SRAS144

Discontinued operations of Chemical Products ferttiree months ended March 31, 2004 had net stles o
$21 million and an operating loss of $5 million.

Ventures:

In April 2004, the Company and a group of investedsby Conduit Ventures Ltd. entered into a vesitur
Pemeas GmbH, which was formed to advance the coomtization of the Company's fuel cell technology.
Pemeas GmbH is considered a variable interesyearttitlefined under FIN No. 46, The Company is dekine
primary beneficiary of this variable interest entind, accordingly, consolidates this entity incigsolidated
financial statements. In December 2004, the Compgpyoved a plan to dispose of the Company's owipers
interest in Pemeas GmbH.

7. Inventories

As of As of
June 30, 2005 December 31, 200.

(in $ millions)

Finished good 442 47C
Work-in-process 22 26
Raw materials and suppli 122 122

Total Inventories 58€ 61€

As a result of the acquisition of Vinamul (see N6}ethe Company acquired inventory with a fairueabf
$24 million, which includes $1 million in capitatid manufacturing profit in inventory. The inventavgs
subsequently sold during the six months ended 30n2005.
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8. Intangible Assets

Goodwill
Performance
Chemical Acetate
Products Products Ticona Products Total
(in $ millions)
Predecesso
Carrying value of goodwill as of December 31, 2 56€ 161 345 — 1,07z
Exchange rate chang 2 1) _ - (3)
Carrying value of goodwill as of March 31, 2C 56€ 16C 343 — 1,06¢
Successo
Carrying value of goodwill as of December 31, 2 19z 18C 29C 84 747
Acquisition of Vinamul Polymer 40 — — — 40
Purchase accounting adjustme 8 2 2 20
Exchange rate chang 2 1 — 6
Carrying value of goodwill as of June 30, 2( 243 183 301 86 81:

In connection with the acquisition of Vinamul (Sgete 6), the Company has preliminarily allocatesl th
purchase price to assets acquired and liabilisssmed primarily based on the historical cost eftibsiness
acquired. The excess of the purchase price ovartimints allocated to assets and liabilities ikuged in
goodwill, and is preliminarily estimated to be $#@lion at June 30, 2005. The Company is in thecpss of
determining the fair value of all assets acquined lzbilities assumed. The Company expects tdifieahe
purchase accounting for this transaction in 2005.

In the second quarter 2005, the Company increasedvgll $20 million associated with purchase
accounting adjustments related to the Acquisitipoluded in this adjustment is a $23 million in@edo
goodwill and the Company's minority interest liggibssociated with the organizational restructytimat
occurred in October 2004 (See Note 2). As thisasgmted an immaterial adjustment, prior period i bee
restated.

In connection with the acquisition of Vinamul Polgrs, at the acquisition date, the Company began
formulating a plan to exit or restructure certagtivaties. The Company has not completed this asig)yand as
of June 30, 2005, has not recorded any liabilgesociated with these activities. As the Compamgliies any
plans to exit or restructure activities, it mayaetadditional liabilities, for among other thinggverance and
severance related costs and such amounts coulcteeiah

Other Intangible Assets

As of As of
June 30, 2005 December 31, 2004

(in $ millions)

Trademarks and tradenarr 68 68
Customer related intangible ass 36E 36E
Developed technolog 9 9
Other intangible asse 10 _
Total intangible assets, grc 452 442
Less: accumulated amortizati (63) (42)

Total intangible assets, n 38¢ 40C




Aggregate amortization expense charged againsingarfor intangible assets with finite lives duritig
three months ended June 30, 2005 and June 30,t@@0&d $12 million and $2 million, respectivelygdregate
amortization expense charged against earningsfangible assets with finite lives during the signths ended
June 30, 2005 and the three months ended Jun®@8 ahd March 31, 2004 totaled $24 million, $1 imilland
$2 million, respectively.
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In connection with the acquisition of Vinamul, tBempany entered into a five-year non-compete
agreement with the seller. The contract has ampnediry fair value of $10 million. In addition, tli&ompany has
identified other intangible assets with an estidatlue of $6 million. As the Company has not finedl its
purchase price allocation, these amounts couldgshbased on final valuations. In addition, othéangible
assets may be identified.

9. Debt

As of
As of December 31,
June 30, 2005 2004
(in $ millions)
Short-term borrowings and current installments of
long-term debt
Current installments of lor-term debt 49 15
Shor-term borrowings from Affiliate: a0 12¢
Other 1 1
Total short-term borrowings and current installnsewitiong-
term debt 14C 144
Long-term debt
Senior Credit Facilities
Term loan facility 1,72 624
Floating Rate Term Loan, due 20 — 35C
Senior Subordinated Notes 9.625%, due Z 80C 1,231
Senior Subordinated Notes 10.375%, due Z 157 27z
Senior Discount Notes 10.5%, due 2( 29C 424
Senior Discount Notes 10%, due 2( 70 10:¢
Term notes 7.125%, due 20 14 14
Pollution control and industrial revenue bondsgiiest rates rangil
from 5.2% to 6.7%, due at various dates througto: 191 191
Obligations under capital leases and other seduwwadwings due
at various dates through 20 39 49
Other borrowings 16 _
Subtotal 3,30z 3,25¢
Less: Current installments of lo-term debt 49 15
Total lon¢-term debt 3,25: 3,24:

In the six months ended June 30, 2005, the Compampwed an additional $1,135 million under the
amended and restated senior credit facilities. Bigo of these proceeds, coupled with the procéexts the
initial public offering, were used to repay a $38illion floating rate term loan and redeem $188liomil of
senior discount notes and $521 million of senidrosdinated notes, excluding early redemption premsiof $4
million, $19 million and $51 million, respectivelin addition, $200 million was used to finance Eabruary



2005 acquisition of the Vinamul business.

Under the amended and restated facilities, the keam facility increased to $1,750 million (inclugi €275
million), which matures in 2011. There was als®?d4Zmillion delayed draw facility which expired Jauly 2005

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 revolving credit facility wasreased from $380 million to $600 million undeet
amended and restated senior credit facilities. §228 million credit-linked revolving facility, whitmatures in
2009, includes borrowing capacity available fotdet of credit. As of June 30, 2005, there weres$#illion of
letters of credit issued under the credit-linkegbieing
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facility. As of June 30, 2005, $613 million remainavailable for borrowing under the revolving ciddcilities
(taking into account letters of credit issued untiercredit-linked revolving credit facility).

The Company is in compliance with all of its covenagreements as of June 30, 2005.

Interest expense

The components of interest expense are as follows:

Successor Predecessor
Three Months Three Months Six Months Three Months Three Months
Ended June 30, Ended June 30, Ended June 30, Ended June 30, Ended March 31,
2005 2004 2005 2004 2004
(in $ millions)
Accelerated amortization of
deferred financing costs «
early redemption and
prepayment of del — 71 28 71 —
Premium paid on early
redemption of dek — — 74 — —
Other interest expen: 68 59 142 59 6
Total interest expens 68 13C 244 13C 6

10. Benefit Obligations

The components of net periodic benefit costs reieegihand contributions made to the pension plads an
benefit payments made to other postretirement atiigs participants are as follows:

Defined Benefit Obligations Other Postretirement Obligations

Successor
Three Months Three Months
Ended June 30, Ended June 30,
2005 2004

(in $ millions)

Successor
Three Months Three Months
Ended June 30, Ended June 30,
2005 2004

Components of net periodic benefit
cost for the

Service cos
Interest cos

10
45

10
44

(o]



Expected return on plan ass (49 43 — —

Recognized actuarial lo: — 1 — —

Special termination bene — 1 _ _

Net periodic benefit co: 6 13 6 7
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Defined Benefit Obligations Other Postretirement Obligations

Successor Predecessor Successor Predecessor
Six Months Three Months Three Months Six Months Three Months  Three Months

Ended Ended Ended Ended Ended Ended

June 30, 200¢ June 30, 200¢  March 31, 2004  June 30, 200¢ June 30, 200¢ March 31, 2004
(in $ millions)

Components of net
periodic benefit cost

for the
Service cos 20 10 9 1 1 1
Interest cos 90 44 40 12 6 6
Expected return on plan

assets (98) 43) (40 — — —
Amortization of prior

service cos — — 1 — — (1)
Recognized actuarial lo: — 1 6 — — 2
Special termination bene — 1 — — — —
Curtailment (gain)/los — — — (1) — —

Net periodic benefit

cost 12 13 16 12 7 8

The Company previously disclosed in its financtateaments for the year ended December 31, 2004t that
expected to contribute $7 million to its definechbfit pension plans in 2005. As ofJune 30, 2005nd#Hion of
contributions have been made. The Company presantigipates contributing an additional $3 millimnfund
its defined benefit pension plans in 2005.

The Company previously disclosed in its financtateaments for the year ended December 31, 2004t that
expected to make benefit payments of $47 millioitg@ther postretirement benefit plans. As of J80e2005,
$24 million of benefit payments have been made. Chmpany presently anticipates contributing an tauftal
$23 million to fund its other postretirement behpfans in 2005.

Contributions to the defined contribution plans laased on specified percentages of employee
contributions and aggregated $7 million, $3 milleomd $3 million for the six months ended June 8®52and
the three months ended June 30, 2004 and Marc20B4, respectively.

In connection with the acquisition of CAG, the Fhaser agreed to pfand $463 million of certain pensic
obligations. During the nine months ended Decertte2004, $409 million was pre-funded to the Conyfman
pension plans. The Company contributed the remgi®84 million that the Purchaser agreed tofpred, as wel
as an additional $9 million to the non-qualifiechpi®n plan's rabbi trusts during the six monthseeniline 30,
2005.
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11. Shareholders' Equity (Deficit)

See table below for share activity:

Preferred Series A Series B
Stock Common Stock Common Stock
(number of shares)
Balance as of December 31, 2( — — 99,377,88
Issuance of preferred sto 9,600,001 — —
Issuance of common sto — 51,666,91 —
Stock dividenc — 7,500,001 —
Conversion of Series B common stock to Series Amomstocl — 99,377,88 (99,377,88)
Balance as of June 30, 20 9,600,000 158,544,80 —

Funding for the Acquisition included equity investmts from Blackstone Capital Partners (Cayman) 1.td.
Blackstone Capital Partners (Cayman) Ltd. 2, aratBitone Capital Partners (Cayman) Ltd. 3 (colletyi
"Blackstone") and BA Capital Investors Sidecar FUn@. (and together with Blackstone, the "Original
Shareholders").

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 effective Decem®r2004.

As a result of the offering in January 2005, thenpany now has $240 million aggregate liquidation
preference of outstanding preferred stock. Holdéthe preferred stock are entitled to receive, il and if,
declared by the Company's board of directors, bturals legally available therefor, cash dividemdishe rate c
4.25% per annum of liquidation preference, paygplarterly in arrears, commencing on May 1, 200%¥id#ind:
on the preferred stock are cumulative from the déteitial issuance. Accumulated but unpaid divide
accumulate at an annual rate of 4.25%. The prefatack is convertible, at the option of the holdgrany time
into 1.25 shares of Series A common stock per $Pfgidation preference of preferred stock andrupo
conversion will be recorded in shareholders' eglgficit). As of June 30, 2005, the Company hadrfiion of
accumulated but unpaid dividends, which have nentzeclared.

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\gr 2005. Upon payment of the $804 million dividk all
of the outstanding shares of Series B common stonkerted automatically to shares of Series A comstock

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.

Other Comprehensive Income (Loss)

Other comprehensive income (loss) totaled $(11janil $(23) million and $(39) million, for the six
months ended June 30, 2005, the three months &uded30, 2004 and the three months ended Marck084,
respectively. These amounts were net of tax expgreseefit) of $2 million, less than $1 million as@ million,
for the six months ended June 30, 2005, the tha#hm ended June 30, 2004 and the three monthsl étaleh
31, 2004, respectively.

12. Commitments and Contingencies

The Company is involved in a number of legal pra@egs, lawsuits and claims incidental to the normal
conduct of our business, relating to such mattegzraduct liability, antitrust, past waste
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disposal practices and release of chemicals ig@itivironment. While it is impossible at this titoedetermine
with certainty the ultimate outcome of these praiaegs, lawsuits and claims, management believds tha
adequate provisions have been made and that theatdtoutcomes will not have a material adversecen ou
financial position, but may have a material advexfect on the results of operations or cash flowany given
accounting period.

The following disclosure should be read in conjiorcivith the Company's Annual Report on Form 10-K
for the year ended December 31, 2004.

Plumbing Actions

CNA Holdings, Inc. ("CNA Holdings"), a U.S. subsady of Celanese, which included the U.S. business
now conducted by the Ticona segment, along witHl &ieCompany ("Shell"), E.l. DuPont de Nemoursdan
Company ("DuPont") and others, has been a deferidanseries of lawsuits, including a number otsla
actions, alleging that plastics manufactured bgehsompanies that were utilized in the productioplambing
systems for residential property were defectiveaarsed such plumbing systems to fail. Based onpgrather
things, the findings of outside experts and thesssful use of Ticona's acetal copolymer in singfgplications,
CNA Holdings does not believe Ticona's acetal cppelr was defective or caused the plumbing systerfalt
In many cases CNA Holdings' exposure may be limitgthvocation of the statute of limitations sifCBA
Holdings ceased selling the resin for use in thunbling systems in site built homes during 1986iand
manufactured homes during 1990.

CNA Holdings has been named a defendant in tertipaitelass actions, as well as a defendant in atbar
class actions filed in ten states, the U.S. Vilglands, and Canada. In these actions, the pl&ityipically have
sought recovery for alleged property damages anshine cases, additional damages under the Texape
Trade Practices Act or similar type statutes. Dasmagounts have not been specified.

In order to reduce litigation expenses and to mtevelief to qualifying homeowners, in November 399
CNA Holdings, DuPont and Shell Oil Company entdrgd national class action settlements, which Haeen
approved by the courts. The settlements call feréplacement of plumbing systems of claimants de had
qualifying leaks, as well as reimbursements fotaieleak damage. Furthermore, the three compéuaies
agreed to fund these replacements and reimburssmprido $950 million. As of June 30, 2005, the fngds
$1,073 million due to additional contributions gndding commitments made primarily by other partiHsere
are additional pending lawsuits in approximatelyjur@sdictions not covered by this settlement; hegrethese
cases do not involve (either individually or in thggregate) a large number of homes, and managelmesinot
expect the obligations arising from these lawdgitsave a material adverse effect on the Company.

In 1995, CNA Holdings and Shell Oil Company settlled claims relating to individuals in Texas ownang
total of 110,000 property units, who are represgbiea Texas law firm, for an amount that will eetceed $17
million. These claimants are also eligible for ploenb of their homes in accordance with terms simib those
of the national class action settlement. CNA Haidirand Shell Oil Company's contributions undes thi
settlement were subject to allocation as determioyelinding arbitration.

In addition, a lawsuit filed in November 1989 inlB&are Chancery Court, between CNA Holdings and
various of its insurance companies relating telalims incurred and to be incurred for the prodiadiility
exposure led to a partial declaratory judgmentMAGHoldings' favor. As a result, settlements haeerb
reached with a majority of CNA Holdings' insurepesifying their responsibility for these claims.

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
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release of certain claims against the policy whith insurer. This amount was recorded as a reductignodwill
as of December 31, 2004 and was received duringithmonths ended June 30, 2005.

CNA Holdings has accrued its best estimate offitge of the plumbing actions. At June 30, 2005, the
Company has remaining accruals of $71 million Fos tatter. Management believes that the plumbatigrs
are adequately provided for in the Company's firdrstatements and that they will not have a materdverse
effect on our financial position. However, if the@pany were to incur an additional charge for thater, such
a charge would not be expected to have a mateharae effect on our financial position, but mayéa
material adverse effect on our results of operatmmcash flows in any given accounting period.a¥surance
can be given that the Company's litigation resewiide adequate or that these reserves will fedigover
claims under the Company's insurance policies.

The Company has reached settlements with CNA Hoddimsurers 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 Con'pargurance carriers whose coverage level exdbeds
receivables and the status of current discussidtfisother insurance carriers. As of June 30, 289&Company
has $31 million of receivables related to a seletwith an insurance carrier. This receivablessalinted and
recorded within other assets as it will be colldatger the next three years.

Sorbates Antitrust Action:

In May 2002, the European Commission informed Heeohits intent to investigate officially the saths
industry. In early January 2003, the European Casiom 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., Thppbn Synthetic Chemical Industry Co. Ltd. and Ué&irte
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 Digeas a co-
conspirator. In Hoechst's favor, the European Cassioin gave a discount for cooperating in the ingasbn.
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 indugtigve 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. , is still pending in the Superior Court of Newsksr, Law Division, Gloucester County. The plainéiffeges
violations of the New Jersey Antitrust Act and tew Jersey Consumer Fraud Act and seeks unspecified
damages.

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 Attorneysedsalfor several states filed suit on behalf ofirieck
purchasers in their respective states, all of whimbe been either settled or dismissed, excepotes ftoelow.
The Nevada action has been dismissed as to Ho&dlisinova and CAG; however, a motion for reconsadien
is still pending. The New York actiohlew York v.

26

CELANESE CORPORATION AND SUBSIDIARIES
NOTES TO THE UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS (Continued)



Daicel Chemical Industries Ltd., et is pending in the New York State Supreme Court, Nerk County, and
seeks unspecified damages. All antitrust clainthigymatter were dismissed by the court in Septerade4;
however, other state law claims in New York ark génding. Hoechst and Nutrinova have filed anesbf the
court's denial of the motion to dismiss those reingi claims. In January 2005, Hoechst, Nutrinovel ather
subsidiaries, as well as other sorbates manufasfwertered into a settlement agreement with therdeys
General of Connecticut, Florida, Hawaii, Marylagauth Carolina, Oregon and Washington. Pursuaitieto
terms of the settlement agreement, the defendgntga to refrain from engaging in anticompetitioaduct
with respect to the sale or distribution of sorbaad pay approximately $1 million to the statesatisfaction o
all released claims.

Based on the advice of external counsel and awesig¢he existing facts and circumstances relatinthe
sorbates matter, including the status of governnmetstigations, as well as civil claims filed asettled, the
Company has remaining accruals of $130 millionsTmount is included in current liabilities at J@&@g 2005
for the estimated loss relative to this matterhaitgh the outcome of this matter cannot be prediisith
certainty, management's best estimate of the rahgessible additional future losses and finexfiness of
amounts already accrued), including any that mayltérom the above noted governmental proceedimg sf
June 30, 2005 is between $0 and $9 million. Thiemased range of such possible future losses is gemant's
best estimate based on the advice of external ebtaidng into consideration potential fines anartis, both
civil and criminal, that may be imposed or madetimer jurisdictions.

Pursuant to the Demerger Agreement with Hoechsgnése AG was assigned the obligation relateddo th
sorbates matter. However, Hoechst agreed to indgr@elanese AG for 80 percent of any costs Celanese
incur relative to this matter. Accordingly, Celae&sG has recognized a receivable from Hoechst and a
corresponding contribution of capital, net of them this indemnification. As of June 30, 2005, @@mpany
has receivables, recorded within other currenttassaating to the sorbates indemnification fromelhst
totaling $104 million. Although the outcome of tleeegoing proceedings and claims cannot be pretiiwtth
certainty, the Company believes that any resuliadglities, net of amounts recoverable from Hoechsll not,
in the aggregate, have a material adverse effeotiofinancial position, but may have a materialeade effect
on the results of operations or cash flows in a@mgrgperiod.

Acetic Acid Patent Infringement Matter

Celanese International Corporation v. China Petregtical Development CorporatioriFaiwan Kaohsiuny
District Court. On February 7, 2001, Celanese Internationgp@ation filed a private criminal action for
patent infringement against China Petrochemicaldiyment Corporation, or CPDC, alleging that CPDC
infringed Celanese International Corporation's padevering the manufacture of acetic acid. Thisigral
action was subsequently converted to a civil actibeging damages against CPDC based on a period of
infringement of five years, 1996-2000, and base€BIDC'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. The amount of damagemelhiby Celanese International Corporation has been
reassessed at $35 million. This action is stillgieg.

Shareholder Litigation

During August 2004, nine actions were brought bgority shareholders against CAG in the Frankfurt
District Court (Landgericht), all of which were consolidated in September 2@eVeral minority shareholders
joined these proceedings via a third party intetieenin support of the plaintiffs. The Purchasengul the
proceedings via a third party intervention in suppd CAG.
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Among other things, these actions request the towset aside shareholder resolutions passed at the
extraordinary general meeting held on July 30 ahd2804 based on allegations that include the edleg
violation of procedural requirements and informatights of the shareholders.

In a related matter, twenty-seven minority sharééid filed lawsuits in May and June of 2005 in the



Frankfurt District Court Landgericht) contesting the shareholder resolutions passgeannual general
meeting held May 19-20, 2005, which confirmed thsofutions passed at the July 30-31, 2004 extnaargi
general meeting. The Frankfurt District Co(irandgericht)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 pendin@ddition, on May 9, 2005 one minority shareieol
brought forward an additional action with the FriamkDistrict Court(Landgericht)and requested the court rule
that the shareholder resolutions passed at thaeginary general meeting on July 30-31, 2004 weié based
on allegations that certain formal requirementseseary in connection with the invitation to theraatdinary
general meeting had been violated. This actiombaseen suspended.

Further, on August 2, 2004, two minority sharehoddastituted public register proceedings with eatthe
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 violatipnoaedural requirements at the extraordinary gémeeating,
an alleged undercapitalization of the PurchaseBdadkstone and an alleged misuse of discretiothby
competent court with respect to the registratiothefDomination Agreement in the Commercial Regidte
April 2005, the court of appeals rejected the dedrtanone shareholder for injunctive relief, andiime 2005
the Frankfurt District CourflLandgericht)ruled that it does not have jurisdiction over tmigtter. The claims in
the Konigstein Local CoufAmtsgerichtiare still pending.

Based upon information available as of June 30520® outcome of the foregoing proceedings cabaot
predicted with certainty. Except for certain chafjes on limited grounds, the time period to brioigviard
challenges has expired.

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 the Company. Sevenabrity shareholders of CAG had initiated speciaheiv
proceedings seeking the court's review of the ansoniithe fair cash compensatioAl§findung) and of the
guaranteed fixed annual paymemtysgleich) offered under the Domination Agreement. As a ltedfithese
proceedings, the amount of the fair cash consideraind the guaranteed fixed annual payment offenetbr th
Domination Agreement could be increased by thetcauthat all minority shareholders, including thego
have already tendered their shares into the mandati@r and have received the fair cash compeosatbuld
claim the respective higher amounts. This couldicedhe funds the Purchaser can make availableto t
Company and its subsidiaries and, accordingly, mighi our ability to make payments on our indebtsdne
However, the court dismissed all of these procagdin March 2005 on the grounds of inadmissibilitiie
dismissal has been appealed.

In February 2005, a minority shareholder also bhvaglawsuit against the Purchaser, as well asmadio
member of CAG's board of management and a formenbree of CAG's supervisory board, in the Frankfurt
District Court(Landgericht). Among other things, this action seeks to unwheltender of the plaintiff's shares
in the Acquisition and seeks compensation for dasagffered as a consequence of tendering suchssHdre
court ruled against the plaintiff in this matterJimne 2005. The plaintiff appealed this decisiotihwéspect to th
Purchaser and the former member of the CAG boamasfagement; however, with respect to the former
member of the CAG supervisory board, the plaifté#$ accepted the court's ruling.
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Based upon the information as available, the ougcofrihe foregoing proceedings cannot be predisitu
certainty.

Guarantee:

The Company has agreed to guarantee or indemnityglrties for environmental and other liabilities
pursuant to a variety of agreements, includingteease business divestiture agreements, leaselgnsettt
agreements, and various agreements with affiliatedpanies. Although many of these obligations danta
monetary and/or time limitations, others do notvide 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.

These known obligations include the following:
Demerger Obligation:

The Company has obligations to indemnify Hoechsvéwious liabilities under the Demerger Agreemnes
follows:

e The Company agreed to indemnify Hoechst for mmrmental liabilities associated with contamination
arising under 19 divestiture agreements enteredaptHoechst prior to the demerger.

The Company's obligation to indemnify Hoechst igjsct 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 anmésithat exceed €750 million in the aggregate.

The Company's obligation regarding two agreemeasshieen settled. The aggregate maximum amount of
environmental indemnifications under the remairdngestiture agreements that provide for monetanyts is
€750 million. Three of the divested agreements dgpnavide for monetary limits.

Based on the estimate of the probability of losdaurthis indemnification, the Company has reseof¢k36
million as of June 30, 2005, for this contingendihere the Company is unable reasonably to deterthine
probability of loss or estimate such loss undeingiemnification, the Company has not recognizedrafgted
liabilities.

The Company has also undertaken in the Demergerehgent to indemnify Hoechst to the extent that
Hoechst is required to discharge liabilities, imthg tax liabilities, associated with businessed there included
in the demerger where such liabilities were not éieyad, due to legal restrictions on the transféssich items.
These indemnities do not provide for any monetarynee limitations. The Company has not provideddoy
reserves associated with this indemnification. Ngithe Company nor the Predecessor made any pé&yioen
Hoechst in the six months ended June 30, 2005 @4,40 connection with this indemnification.

Divestiture Obligation:

The Company and its predecessor companies agréedetmnify third party purchasers of former
businesses and assets for variousgweing conditions, as well as for breaches ofesentations, warranties ¢
covenants. Such liabilities also include environtaklmability, product liability, antitrust and ogh liabilities.
These indemnifications and guarantees represerasté contractual terms associated with typicatslivure
agreements and, other than environmental lialslitiee Company does not believe that they expase th
Company to any significant risk.
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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 limitaspranging from one year to 30 years, the aggresyatauint of
guarantees provided for under these agreemenp@isxmately $2.9 billion as of June 30, 2005. ®@the
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 thesttars. As of June 30, 2005, the Company has resémthe
aggregate of $46 million for all such environmemtgitters.



Plumbing Insurance Indemnificatio

CAG entered into agreements with insurance compariated to product liability settlements asseciat
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 gdeofor
time limitations.

In certain of the agreements, CAG received a feitlement 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 settbern
agreements have no stated limits.

There are other agreements whereby the settlingénsgreed to pay a fixed percentage of claimts tha
relate to that insurer's policies. The Companygrasided indemnifications to the insurers for amsyaid in
excess of the settlement percentage. These indeatiohs do not provide for monetary or time lintibas.

The Company has reserves associated with thesegirombility claims. Se®lumbing Actiongbove.

Other Obligations

» The Company is secondarily liable under a lemgeement pursuant to which the Company has
assigned a direct obligation to a third party. Tdese assumed by the third party expires on April 3
2012. The lease liability for the period from Jaly2005 to April 30, 2012 is estimated to be
approximately $52 million.

« 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

As of June 30, 2005, Celanese Ltd. and/or CNA hhgjglj Inc., both our U.S. subsidiaries, are defetsdan
approximately 680 asbestos cases. Because mahgsa tases involve numerous plaintiffs, the Comjgny
subject to claims significantly in excess of thentner of actual cases. The Company has reservelefense
costs related to claims arising from these matfiéis. Company believes that there is not signifieposure
related to these matters.
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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 agreenaert 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 17).

On July 31, 2003, a federal district court ruledttthe formula used in International Business Maghi



Corporation's ("IBM") cash balance pension plaratied the age discrimination provisions of the Eogpk
Retirement Income Security Act of 1974. The IBM idem, however, conflicts with the decisions frowot
other federal district courts and with the propossglilations for cash balance plans issued byritezrial
Revenue Service in December 2002. IBM has annouthedt will appeal the decision to the Unitedt8&a
Court of Appeals for the Seventh Circuit. The effefcthe IBM decision on the Company's cash balgiiae
cannot be determined at this time.

13. Special Charges

The components of special charges were as follows:

Successor
Three Months Three Months
Ended Ended
June 30, 200¢ June 30, 200¢
(in $ millions)
Employee termination benefi (7) (1)
Total Restructuring @) (D)
Asset impairment (24) —
Insurance recoveries associated with plumbing ¢ 4 2
Total Special Charge (27) 1
Successol Predecessol
Three Months Three Months
Six Months Ended Ended Ended
June 30, 2005 June 30, 2004 March 31, 2004
(in $ millions)
Employee termination benefi 9) Q) 2
Plant/office closure 1) _ _
Total Restructuring (10 Q) 2
Termination of advisor monitoring servic (35 — —
Asset impairment (29 — —
Advisory service: — — (25)
Insurance recoveries associated with plumbing
cases 4 2 —
Other — — (1)
Total Special Charge (65) 1 (28)

Asset impairments primarily consists of revisedneates related to the Company's decision to ditest
Cyclo-olefin Copolymer ("COC") business.
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The components of the restructuring reserves wefellws:

Employee
Termination Plant/Office
Benefits Closures Total




(in $ millions)

Predecesso

Restructuring reserve at December 31, 2 28 21 49
Restructuring addition 2 — 2
Cash and noncash us (5) (2) (7)

Restructuring reserve at March 31, 2( 25 19 44

Successo

Restructuring reserve at April 1, 20 25 19 44
Purchase accounting adjustme 5 — 5
Restructuring addition 1 — 1
Cash and noncash us 2) (3) (5)

Restructuring reserve at June 30, 2 29 16 45

Restructuring reserve at December 31, 2 72 14 86
Purchase accounting adjustme 1 — 1
Restructuring addition 9 1 10
Cash and noncash us (21) (6) 27
Currency translation adjustmel (1) — (1)

Restructuring reserve at June 30, 2 60 9 69

14. Stock-based and Other Management Compensation Plans

In December 2004, the Company approved a stockiiveeplan, which included executive officers, key
employees and directors, a deferred compensation which included executive officers and key emipés, as
well as other management incentive programs.

These stock incentive plans allows for the issuamaelivery of up to 16.25 million shares of the
Company's Series A common stock through stock nptamd a discounted share program. In January 2005,
options were initially granted at an exercise paqeal to the initial public offering price. Thetigms have a ten-
year term with vesting terms pursuant to a schedavitd no vesting to occur later than the 8th amrsary of the
date of the grant. Accelerated vesting dependsegting specified performance targets. Of the 1illfom
stock options granted, 10.7 million are non-compé&ny. The remaining 1.0 million options are subjec
variable plan accounting. Compensation expenseerkta these options was not material for the thareksix
months ended June 30, 2005. No options were fedait exercised during the six months ended Jun2C&ib.

In December 2004, the Company granted rights towie officers and key employees to purchase up to
1,797,386 shares of Series A common stock at aulig®f $8.80 per share. During the six months dndme
30, 2005, 1,666,917 shares have been purchasedressilt of this discounted share offering, the Gany
recorded a pre-tax non-cash charge of $14 millioth a corresponding adjustment to additional pgaidapital
within shareholders' equity (deficit) in the fougbarter 2004. Compensation expense associatedheith
discounted shares was immaterial for the six moatited June 30, 2005.
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The deferred compensation plan has an aggregatenmmaxamount payable of $192 million. The initial
component of the deferred compensation plan, t@aln aggregate of approximately $27 million, véste200¢
and was paid in the first quarter of 2005.

e Stock-based compensation

As permitted by SFAS No. 128ccounting for Stock-Based Compensafit8FAS No. 123"), the
Successor accounts for employee stock-based coatpang accordance with APB Opinion No. 25,



Accounting for Stock Issued to Employ@ég>B No. 25"), using an intrinsic value approaomteasure
compensation expense, if any.

For the three months ended March 31, 2004, thegeesgdor accounted for stock options and similaityequ
instruments under the fair value method, which megucompensation cost to be measured at the dasatbase
on the value of the award.

The fair value of options granted in the six morghded June 30, 2005 under the Company's stock
incentive plan was estimated at the date of grsimguthe Black Scholes option pricing model. Théofeing
weighted average assumptions were used:

Risk free interest rai 3.9%
Estimated life in year 6.7
Dividend yield 0.75%
Volatility 26%

The weighted average fair value of options gramted $5.21 per option.

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 Three Months Ended June 30, 2005 For the Six Months Ended June 30, 2005
Basic Diluted Basic Diluted
Earnings Earnings Earnings Earnings
Earnings Per Common Per Common Earnings Per Common Per Common
(Loss) Share Share (Loss) Share Share

(in $ millions, except per share information)
Net earnings, a
reported 67 0.41 0.3¢ 57 0.3t 0.3t
Less: stock-based
compensation under
SFAS No. 12: &) (0.09) (0.02) (6) (0.09) (0.09)
Pro forma net earning 63 0.3¢ 0.37 51 0.31 0.31

15. Income Taxes

Income taxes for the three and six months ended 30n2005 and the three months ended June 30, 2004
are recorded based on the estimated annual efidetvrate. As of June 30, 2005, the estimatedalizedl tax
rate for 2005 is 35%, which is slightly less thlha tombination of the statutory rate and statenmetax rates i
the U.S. The estimated annual effective tax rat@@®5 reflects earnings in low tax jurisdictioasyaluation
allowance for the tax benefit associated with miad U.S. losses (which includes the expenses iassdavith
the early redemption of debt), and tax expenseitas non-U.S. jurisdictions.
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For the three months ended June 30, 2004, a taeensgpf $10 million was recorded which resulted tax
rate of negative 10%. This effective tax rate wamarily affected by the non-recognition of tax leéits
associated with acquisition related expenses.



The Predecessor had an effective tax rate of 24%éothree months ended March 31, 2004, compared t
the German statutory rate of 40%, which was prilpaffected by earnings in low tax jurisdictions.

16. Business Segments

Performance
Chemical Acetate Total
Products Ticona Products Products Segments  Reconciliation Consolidatec
mi(lll?ofrllss)

Successol
For the six months ended June 30, 20(
Sales to external custome 2,071 462 37¢ 94 3,00¢ 20 3,02¢
Inter-segment revenue 58 — — — 58 (58) —
Operating profit 332 44 30 28 434 (11¢) 31¢
Earnings (loss) from

continuing operations

before tax and minority

interests 34z 73 32 26 473 (327) 14¢€
Depreciation and

amortization 73 29 18 6 12¢€ 4 13C
Capital expenditure 44 23 14 3 84 2 86
For the three months ended June 30, 20(
Sales to external custome 1,05¢ 22¢ 18z 47 1,50¢ 8 1,515
Inter-segment revenue 29 — — — 29 (29 —
Operating profit 15t 5 10 15 18t (33 152
Earnings (loss) from

continuing operations

before tax and minority

interests 14¢ 22 12 14 197 (74) 12¢
Depreciation and

amortization 39 14 9 3 65 2 67
Capital expenditure 26 9 9 1 45 1 46
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Performance
Chemical Acetate Total
Products Ticona Products Products Segments  Reconciliation Consolidated
(in$
millions)

For the three months ended June 30, 2004
Sales to external custome 78C 22C 17z 45 1,21¢ 11 1,22¢
Inter-segment revenue 28 — — — 28 (28) —
Operating profit 36 11 10 2 59 (34) 25

Earnings (loss) fror



continuing operations before

tax and minority interes! 34 26 14 1 75 179 (1049
Depreciation and

amortization 38 15 14 2 69 2 71
Capital expenditure 17 19 13 1 50 — 50
Predecessol
For the three months ended March 31, 200
Sales to external custome 78¢ 227 172 44 1,232 11 1,245
Inter-segment revenue 29 — — — 29 (29 —
Operating profit 65 31 9 11 11€ (64) 52
Earnings (loss) from

continuing operations

before tax and minority

interests 64 45 9 11 12¢ (57 72
Depreciation and

amortization 39 16 13 2 70 2 72
Capital expenditure 15 20 8 — 43 1 44

17. Related Party Transactions

Upon closing of the Acquisition, the Company endergo a transaction and monitoring fee agreemétfit w
Blackstone Management Partners (the "Advisor"afdiiate of the Blackstone Group (the "Sponsothder
the agreement, the Advisor agreed to provide maongaservices to the Company for a 12 year perdsb, the
Advisor may receive additional compensation foviimg investment banking or other advisory sersice
provided to the Company by the Advisor or any sfaffiliates in connection with any specific acdfias,
divestiture, refinancing, recapitalization, or damitransaction. In connection with the completidrihe initial
public offering, the parties amended and restdtedrinsaction and monitoring fee agreement toitexta the
monitoring services and all obligations to pay fatmonitoring fees and paid the Advisor $35 millidhe
Company also paid $10 million to the Advisor foe tt0O05 monitoring fee. The transaction based aggaem
remains in effect.

In connection with the acquisition of Vinamul, tBiempany 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, which is included in Other asseislditional
fees of $3 million in the third quarter 2005 becasine and payable to the Advisor upon the successful
completion of this acquisition.
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18. Consolidating Guarantor Financial Information

The following unaudited consolidating financialtstaent information is presented in the providednfor
because (i) the Issuers are wholly owned subs@tiarf the Parent Guarantor; (ii) the guaranteernsidered to
be full and unconditional, that is, if the Issufatsto make a scheduled payment, the Parent Gtaran
obligated to make the scheduled payment immediatedly if they do not, any holder of notes may imiatedy
bring suit directly against the Parent Guarantoipfioyment of all amounts due and payable. Sepfinatecial
statements and other disclosures concerning trenP@uarantor are not presented because managdosnt



not believe that such information is material tegstors.
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UNAUDITED CONSOLIDATING STATEMENT OF OPERATIONS INF ORMATION

Successor
For the Six Months Ended June 30, 2005
Parent Non-
Guarantor Issuer Guarantor Eliminations Consolidated
(in $ millions)
Net sales — — 3,02¢ — 3,02¢
Cost of sale: — — (2,300 — (2,300
Selling, general and administrative exper (5) — (292) — (297)
Research and development exper — — (46) — (46)
Special charge:
Insurance recoveries associated with
plumbing case — — 4 — 4
Restructuring, impairment and other special
charges — — (69) — (69)
Foreign exchange gain (loss), | — — 2 — 2
Gain (loss) on disposition of ass — — (2) — (2)
Operating profit (5) — 323 — 31¢
Equity in net earnings of affiliate 56 95 27 (157) 27
Interest expens — (45) (199 — (244)
Interest incomt 6 — 18 — 24
Other income (expense), r — — 21 — 21
Earnings (loss) from continuing operations
before tax and minority interes 57 50 19C (1573) 14¢€
Income tax provisiol — 6 (57) — (51)
Earnings (loss) from continuing operations
before minority interest 57 56 13z (157) 95
Minority interests — — (38) — (38)
Earnings (loss) from continuing operatic 57 56 95 (157) 57
Earnings (loss) from discontinued operati — — — — —
Net earnings (loss 57 56 95 (157) 57
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UNAUDITED CONSOLIDATING STATEMENT OF OPERATIONS INF ORMATION

Successor
For the Three Months Ended June 30, 2005
Parent Non-
Guarantor Issuer Guarantors Eliminations Consolidated
(in $ millions)
Net sales — — 1,517 — 1,517
Cost of sale: — — (1,175 — (1,179
Selling, general and administrative exper @) — (139 — (13€)
Research and development exper — — (23 — (23
Special charge:
Insurance recoveries associated with
plumbing case — — 4 — 4
Restructuring, impairment and other special
charges — — (31 — (31)
Foreign exchange gain (loss), | — — (@D} — QD
Gain (loss) on disposition of ass — — (3) — (3)
Operating profit 2 — 154 — 152
Equity in net earnings of affiliate 68 80 12 (14¥) 12
Interest expens — (9 (59 — (68)
Interest incomt 1 — 8 — 9
Other income (expense), r — — 18 — 18
Earnings (loss) from continuing operations
before tax and minority interes 67 71 138 (14¢) 123
Income tax provisiol — (3) (40) - (43)
Earnings (loss) from continuing operations
before minority interest 67 68 93 (14¢) 80
Minority interests — — (13) — (13)
Earning (loss) from continuing operatic 67 68 80 (14¢) 67
Earnings (loss) from discontinued operati — — — — —
Net earnings (loss 67 68 80 (14¥) 67
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UNAUDITED CONSOLIDATING STATEMENT OF OPERATIONS INF  ORMATION



Successor

For the Three Months Ended June 30, 200

Parent Non-
Guarantor Issuer Guarantor Eliminations _Consolidated
(in $ millions)
Net sales — — 1,22¢ — 1,22¢
Cost of sale: — — (1,059 — (1,05¢)
Selling, general and administrative exper — — (125) — (125)
Research and development exper — — (22 — (22
Special charge:
Insurance recoveries associated with
plumbing case — — 2 — 2
Restructuring, impairment and other special
charges — — (1) — (1)
Operating profi — — 25 — 25
Equity in net earnings of affiliate (11€) — 18 11€ 18
Interest expens (6) — (129 — (130
Interest incom — — 7 — 7
Other income (expense), r (3) - (21) — (24)
Earnings (loss) from continuing operations
before tax and minority interes (125) — (95) 11€ (109
Income tax provisiol — — (10) — (10)
Earnings (loss) from continuing operations
before minority interest (125) — (105) 11€ (1149
Minority interests — — (10) — (10)
Earnings (loss) from continuing operatic (125) — (115 11€ (129
Earnings (loss) from discontinued operati — — (1) — (1)
Net earnings (loss (125) — (11€) 11€ (125)
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UNAUDITED CONSOLIDATING STATEMENT OF OPERATIONS INF ORMATION

Predecessor

For the Three Months Ended, March 31, 2004
Parent Non-
Guarantor Issuer Guarantor Eliminations  Consolidated

(in $ millions)
Net sales — — 1,24: — 1,24:
Cost of sale: — — (1,009 — (1,002)
Selling, general and administrative exper — — (137 — (137)




Research and development exper — — (23) — (23
Special charge:
Restructuring, impairment and other special

charges — — (28) — (28)
Gain (loss) on disposition of ass — — (1) — (1)
Operating profil — — 52 — 52
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
before tax and minority interes — — 72 — 72
Income tax provisiol — — (17) — (17)

Earnings (loss) from continuing operations
before minority interest — — 55 — 55

Minority interests — — — — —

Earnings (loss) from continuing operatic — — 55 — 55

Earnings (loss) from discontinued operati — — 23 — 23

Net earnings (loss — — 78 — 78
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UNAUDITED CONSOLIDATING BALANCE SHEET INFORMATION

Successor
As of June 30, 2005
Parent Non-
Guarantor Issuer Guarantors Eliminations Consolidatec
(in $ millions)
ASSETS
Current asset:
Cash and cash equivalel 1 — 95¢ — 95¢
Receivables, ne
Trade receivables, n— third party and affiliate — — 95k — 95t
Other receivable 1 — 524 )] 523
Inventories — — 58¢€ — 58¢€
Deferred income taxe — — 75 — 75
Other asset — — 10€ — 10€
Assets of discontinued operatic — — 3 - 3

Total current asse 2 — 3,207 (2) 3,207




Investments 12¢ 474 543 (602) 542

Property, plant and equipment, | — — 1,75¢€ — 1,75¢€
Deferred income taxe — 6 30 — 36
Other asset — 8 644 — 652
Goodwill — — 812 — 81:
Intangible assets, n — — 38¢ — 38¢
Total asset 13C 48¢ 7,382 (604) 7,39¢
LIABILITIES AND SHAREHOLDERS' EQUITY
(DEFICIT)
Current liabilities:
Short-term borrowings and current installmentsooig-
term debt— third party and affiliate — — 14C — 14C
Accounts payable and accrued liabiliti
Trade payable— third party and affiliate 2 — 68C — 682
Other current liabilitie 2 — 73¢ )] 73¢
Deferred income taxe — — 14 — 14
Income taxes payab — — 23C — 23C
Liabilities of discontinued operatiol — — 7 — 7
Total current liabilities 4 — 1,81¢( (2) 1,81z
Long-term debr — 36C 2,89: — 3,25¢
Deferred income taxe — — 227 — 227
Benefit obligation: — — 1,00: — 1,00:
Other liabilities — — 452 — 452
Minority interests — — 523 — 523
Commitments and contingenci
Shareholders' equity (defic 12€ 12¢€ 474 (602) 12€
Total liabilities and shareholders' equity (deji 13C 48¢ 7,382 (604) 7,39¢
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UNAUDITED CONSOLIDATING BALANCE SHEET INFORMATION

Successor
As of December 31, 2004
Parent Non-
Guarantor Issuer Guarantors Eliminations Consolidatec
(in $ millions)
ASSETS
Current asset:
Cash and cash equivalel — — 83¢ — 83¢
Receivables, ne
Trade receivables, n— third party and affiliate — — 86¢€ — 86¢€
Other receivable — — 67¢ (8) 67C
Inventories — — 61¢& — 61€&

Deferred income taxe — — 71 — 71



Other asset — — 86 — 86

Assets of discontinued operatic — — 2 — 2
Total current asse — — 3,15¢ (8) 3,151
Investments — 40€ 60C (40€) 60C
Property, plant and equipment, | — — 1,70z — 1,70z
Deferred income taxe — — 54 — 54
Other asset 7 12 73¢ @) 75€
Goodwill — — 747 — 747
Intangible assets, n — — 40C — 40C
Total asset 7 41¢€ 7,401 (416) 7,41(
LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)
Current liabilities:
Short-term borrowings and current installmentsooig-
term debt— third party and affiliate 1 — 144 Q) 144
Accounts payable and accrued liabiliti
Trade payable— third party and affiliate — — 722 — 722
Other current liabilitie: 7 — 88¢ @) 88¢
Deferred income taxe — — 20 — 20
Income taxes payab — — 214 — 214
Liabilities of discontinued operatiol — — 7 — 7
Total current liabilities 8 — 1,99¢ (8) 1,99¢
Long-term debt — 527 2,71¢ — 3,24:
Deferred income taxe — — 25€ — 25€
Benefit obligation: — — 1,00C — 1,00C
Other liabilities 2 — 51C 2 51C
Share of subsidiary loss 10¢ — — (109 —
Minority interests — — 51¢ — 51¢
Commitments and contingenci
Shareholders' equity (defic (112) (109) 40€ (297) (112)
Total liabilities and shareholders' equity (deji 7 41€ 7,401 (41¢6) 7,41(
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UNAUDITED CONSOLIDATED STATEMENT OF CASH FLOWS INFO RMATION
Successo
For the Six Months Ended June 30, 2005
Parent Non-
Guarantor Issuer Guarantors Eliminations Consolidatec
(in $ millions)
Net cash provided by (used in) operating activi 9 — 181 — 19C
Investing activities from continuing operatiol
Capital expenditures on property, plant and equigt — — (86) — (86)
Investments in Subsidiaries, r (19¢) 9 — 18¢ —

Acquisition of CAG share — — (6) — (6)



Fees associated with the acquisiti
Acquisition of Vinamul
Proceeds from sale of ass
Net proceeds from disposal of discontinued opena
Proceeds from sale of marketable secur
Purchases of marketable securi
Other, ne
Net cash provided by (used in) investing activi

Financing activities from continuing operatio
Proceeds from issuance of common stock
Proceeds from issuance of preferred stock
Proceeds from issuance of discounted common ¢
Contribution from parer

Redemption of senior discount notes, includingtesla
premium

Redemption of senior subordinated notes, including
related premiun

Borrowings under term loan facili
Fees associated with financir

Repayment of floating rate term loan, includingatet
premium

Shor-term borrowing (repayments), r
Proceeds (payments) from other |-term debt, ne
Dividend payment
Distribution to shareholders/pare
Net cash provided by (used in) financing activi
Exchange rate effects on cz
Net increase in cash and cash equival
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe
Net cash provided by (used in) discontinued opemnat
Operating activitie:
Investing activities
Net cash provided by (used in) discontinued opena

43

— — (10) — (10)
— — (208) — (20€)
_ _ 14 — 14
— — 75 — 75
— — 141 — 141
— — (59) — (59)
— — 1 — 1
(19 9 (139) 18¢ (135
752 — — — 752
232 — — — 232
12 — — — 12
— 77¢ 572 (1,35 —
— (207) — — (207)
— — (572) — (572)
— — 1,13t — 1,13¢
— — (7 — (7
— — (354) — (354)
— — (26) — (26)
— — 9 — 9
©) — — — ©)
(804) (581) (580) 1,16z (804)
19C ) 17€ (189 16¢€
— — (99) — (99)
1 — 12C — 121
— — 83¢ — 83¢
1 — 95¢ — 95¢
— — (75) — (75)
— — 75 — 75
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UNAUDITED CONSOLIDATED STATEMENT OF CASH FLOWS INFO RMATION

Net cash provided by (used in) operating activi
Investing activities from continuing operatiol
Capital expenditures on property, plant and equigt

Successor
For the Three Months Ended June 30, 2004
Parent Non-
Guarantor Issuer Guarantors Eliminations Consolidatec
(in $ millions)
©) — (104 — (107)
— — (50 — (50



Acquisition of CAG, net of cash acquir
Fees associated with acquisitic
Proceeds on sale of ass
Proceeds from sale of marketable secur
Purchases of marketable securi
Other, ne

Net cash provided by (used in) investing activi

Financing activities from continuing operatio
Initial capitalization
Issuance of mandatorily redeemable preferred ¢
Borrowings under bridge loai
Repayments under bridge loe
Proceeds from issuance of senior subordinated
Proceeds from floating rate term lc
Borrowings under term loan facili
Short term borrowings (repayments),
Proceeds (payments) from other long term debt

Issuance of preferred stock by consolidated sudnsi

Fees associated with financir
Distribution from subsidiar
Dividend payment
Net cash provided by (used in) financing activi
Exchange rate effects on ce
Net increase in cash and cash equival
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe
Net cash provided by (used in) discontinued opena
Operating activitie:
Investing activities
Net cash provided by (used in) discontinued opena

t

— —  (1,53) (153))
— — (67) (67)
— — 1 1
— — 27 27
— — (28) (29)
— — ) 1)
— — (1,649 (1,649
— — 641* 641
— — 20C* 20C
— — 156 1,56¢
— — (1,569 (1,565)
— — 124 1,24¢
— — 35C 35(
— — 38¢ 38¢
— — 7 7
— — 177 177)
— — 15 15
(19) — (152) (170)
21 — (21) —
— — @) (1)

3 — 2,49 2,49¢
— — (26) (26)
— — 71€ 71€
— — 71€ 71€

*  Amounts included in Non-Guarantors column repnéggoceeds received directly by the Non-Guarantors

behalf of the Parent Guarantor. The legal issu¢h@mandatorily redeemable preferred stock iftuent

Guarantor.
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UNAUDITED CONSOLIDATING STATEMENT OF CASH FLOWS INF ORMATION

Net cash provided by (used in) operating activi
Investing activities from continuing operatiol

Capital expenditures on property, plant and equigt

Predecessor

For the Three Months Ended March 31, 2004

Parent

Issuer

Non-

Guarantors Eliminations Consolidatec

(in $ millions)

(107)

(44)

(107)

(44)



Net proceeds from disposal of discontinued opena — — 13¢ — 13¢
Proceeds from sale of marketable secur — — 42 — 42
Purchases of marketable securi — — (42 — (42
Other, ne — — 1 — 1
Net cash provided by investing activiti — — 96 — 96
Financing activities from continuing operatio
Shor-term borrowings (repayments), t — — (16) — (16)
Proceeds (payments) of other l-term debt, ne — — (27) — (27)
Net cash provided by (used in) financing activi — — (43 — (43
Exchange rate effects on cz — — (1) — (1)
Net decrease in cash and cash equiva — — (55) — (55)
Cash and cash equivalents at beginning of pe — — 14€ — 14€
Cash and cash equivalents at end of pe — — 93 — 93
Net cash provided by (used in) discontinued openat
Operating activitie: — — (139 — (139
Investing activities — — 13¢ — 13¢
Net cash provided by (used in) discontinued opemna — — — — —
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FINANCIAL STATEMENTS (Continued)
19. Earnings (Loss) Per Share
Three Months Ended June 30, 2005 Three Months Ended June 30, 2004
Continuing Discontinued Net earnings Continuing Discontinued Net earnings
Operations Operations (loss) Operations Operations (loss)
(in $ millions, except for share and per share daja
Earnings (loss 67 — 67 (129 (@)} (125)
Less: cumulative
undeclared and
declared preferred
stock dividend: (2) — (2) — _ _
Earnings (loss)
available to common
stockholder: 65 — 65 (124) (1) (125)
Basic earnings (loss)
per common shat 0.41 — 0.41 (1.25) (0.0 (1.26)
Diluted earnings (loss)
per common shait 0.3¢ — 0.3¢ (1.25) (0.0 (1.26)
Weighted-average
share— basic 158,530,39 — 158,530,39 99,377,88 99,377,88 99,377,88
Assumed conversion
preferred stoc! 12,000,00 — 12,000,00 — — —
Weighted-average
share<— diluted 170,530,39 — 170,530,39 99,377,88 99,377,88 99,377,88.
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CELANESE CORPORATION AND SUBSIDIARIES
NOTES TO THE UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

Successor Predecessor
Six Months Ended June 30, 2005 Three Months Ended March 31, 2004
Continuing Discontinued Net earnings Continuing Discontinued Net earnings
Operations Operations (loss) Operations Operations (loss)
(in $ millions, except for share and per share daja
Net earnings (loss 57 — 57 55 23

Less: cumulative
undeclared and
declared preferred
stock dividend: (4) — (4) — —

Earnings (loss)
available to common
shareholder 53 — 53 55 23

Basic earnings (loss)

per common shai 0.3 — 0.3 1.12 0.4¢€ 1.5¢
Diluted earnings (loss)

per common shai 0.3t — 0.3t 1.11 0.4€ 1.57
Weighted-average

shares— basic 150,182,78 — 150,182,78 49,321,46  49,321,46.  49,321,46
Dilutive stock option: 91,14( — 91,16¢ 390,95: 390,95: 390,95:

Assumed conversion |
preferred stocl 12,000,00 —_ 12,000,00 — —

Weighted-average

share«— diluted 162,273,92 — 162,273,95 49,712,42 49,712,42 49,712,42

Basic earnings (loss) per common share is baséigeomet earnings available to common shareholders
divided by the weighted average number of commameshoutstanding during the period. Diluted eamiper
common share is based on the net earnings avaitabtanmon shareholders divided by the weightedeme
number of common shares outstanding during th@gexdjusted to give effect to common stock equivalef
dilutive.

For the three months ended June 30, 2005, the Gonitzad 11.7 million employee stock options
outstanding. which were excluded from the calcatabf dilutive earnings (loss) per common sharthes
impact would be anti-dilutive.

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 commonks{eee
Note 11). Accordingly, basic and diluted sharesfierthree months ended March 31, 2005 have béeulaizd
based on the weighted average shares outstandiugted for the stock split. Earnings per commaarstior th
Predecessor periods has been calculated by divigihgarnings available to common shareholderbdy t
historical weighted average shares outstandingeoPredecessor. As the capital structure of theeeessor and
Successor are different, the reported earnings)(fmsr common share are not comparable.
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Item 2. Management's Discussion and Analysis &inancial Condition and Results of Operations

You should read the following discussion and anslytthe financial condition and the results of
operations of Celanese Corporation and its subsid&(collectively, the "Company" or the "Succe&sor



together with the Unaudited Interim Consolidateddticial Statements and the notes to those financial
statements, which were prepared in accordance Wih GAAP and with the Celanese Corporation and its
subsidiaries consolidated financial statementstfier nine months ended December 31, 2004, as fitadive
Securities Exchange Commission on Form 10-K.

The following discussion and analysis of financiahdition and results of operations cover periodsimp
and subsequent to the acquisition of Celanese Aldtarsubsidiaries (collectively "CAG" or the "Petkssor”).
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 iase accounting adjustments. In addition, invesanes
cautioned that the forwartboking statements contained in this section invddeth risk and uncertainty. Seve
important factors could cause actual results tdedimaterially from those anticipated by theseestatnts. Many
of these statements are macroeconomic in natureassmdherefore, beyond the control of managentese.
"Forward-Looking Information" located at the endtbfs section.

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 Company's capital structiet debt
is not a substitute for any U.S. GAAP financial mea. In addition, the calculation of net debt @néd in this
report may not be consistent with that of other panies. The most directly comparable financial nueas
presented in accordance with U.S. GAAP in our faiainstatements for net debt is total debt. Fc
reconciliation of net debt and total debt, see 'd@inial Highlights" below.

Basis of Presentation
Impact of the Acquisition of Celanese AG

On April 6, 2004, Celanese Europe Holding GmbH & BG (the "Purchaser"), an indirect wholly owned
subsidiary of the Successor, acquired approxim#4dp of the Celanese AG ordinary shares, exclutteasury
shares ("CAG Shares"). The ordinary shares wereittjat a price of €32.50 per share or an aggeegat
purchase price of $1,693 million, including diracqjuisition costs of approximately $69 million. g the nine
months ended December 31, 2004 and the six monttesdeJune 30, 2005, the Purchaser acquired adalition
CAG Shares for a purchase price of $33 million &6dnillion, respectively. As the additional shaaesuired
primarily represented exercised employee stocloaptithe Purchaser's ownership percentage remained
approximately 84% as of December 31, 2004 and 30n2005. The additional CAG Shares were acquired
pursuant to a mandatory offer commenced in Septe@@® that will expire in October 1, 2005, unléssher
extended.

We accounted for the acquisition of CAG using thechase method of accounting and, accordingly, this
resulted in a new basis of accounting. The purcpese was allocated based on the fair value ofitigerlying
assets acquired and liabilities assumed. The aasgtsred and liabilities assumed are reflectddiavalue for
the approximately 84% portion acquired and at CAg®ohical basis for the remaining approximate 16%e
excess of the total purchase price over the fdirevaf the net assets acquired at closing wasathaicto
goodwill, and this indefinite lived asset is subjican annual impairment review. During the thmeenths ende
March 31, 2005, the Company finalized its purchemunting adjustments for the acquisition of CA&ee
Notes 2 and 8 to the Unaudited Interim Consolid&i@dncial Statements
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Impact of the Acquisition of Vinamul

In February 2005, the Company acquired VinamulNbgh American and European emulsion polymer
business of Imperial Chemical Industries PLC (")G8r $208 million. The Vinamul product line incled vinyl
acetate-ethylene copolymers, vinyl acetate homaopeig and copolymers, and acrylic and vinyl acrylic
emulsions. Vinamul operates manufacturing facgifiethe United States, Canada, the United Kingduord, The
Netherlands. As part of the agreement, ICI willtimure to supply Vinamul with starch, dextrin antiext
specialty ingredients following the acquisition.eT@ompany will supply ICI with vinyl acetate monanaad
polyvinyl alcohols. The supply agreements are foyéars, and the pricing is based on market arat oth
negotiated terms. The Company primarily financesl #icquisition through borrowings of $200 millionder the



amended and restated senior credit facilities (G#es 6 and 9 to the Unaudited Interim Consolidated
Financial Statements).

In connection with the acquisition of Vinamul, tBempany has preliminarily allocated the purchassepr
to assets acquired and liabilities assumed prignbgked on the historical cost of the businessissdjul he
excess of the purchase price over the amountsaédiddo assets and liabilities is included in goiddeand is
preliminarily estimated to be $40 million at Jur@z 3005. The Company is in the process of detenuittie fair
value of all assets acquired and liabilities assiifide Company expects to finalize the purchaseuwting for
this transaction in 2005.

In connection with the acquisition of Vinamul, hetacquisition date, the Company began formulating
plan to exit or restructure certain activities. Tempany has not completed this analysis, and asre 30,
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.

Successor

Successor—Represents the Company's unaudited matedlfinancial position as of June 30, 2005 and
December 31, 2004 and its unaudited consolidagdtseof operations for the three months ended 30ne
2005, March 31, 2005 and June 30, 2004 and fosithmonths ended June 30, 2005 and cash flow$éosik
months ended June 30, 2005 and for the three menthed June 30, 2004. These consolidated financial
statements reflect the application of purchase g, described above, relating to the acquisiibCAG anc
preliminary purchase price accounting adjustmegitting to the acquisition of Vinamul.

Predecessor

Predecessor—Represents CAG's consolidated re$uapemtions and cash flows for the three months
ended March 31, 2004. These consolidated finastagments relate to periods prior to the acqaisitif CAG
and Vinamul and present CAG's historical basiscobanting without the application of purchase acting.

The results of the Successor are not comparalteteesults of the Predecessor due to the differenthe
basis of presentation of purchase accounting apawed to historical cost.

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 $75dmiéifter deducting underwriters' discounts aneraf
expenses of $48 million. Concurrently, the Compeageived net proceeds of $233 million from the wiffg of
9,600,000 shares of convertible perpetual prefesteck after deducting underwriters' discounts aiffiering
expenses of $7 million. A portion of the proceetithe share offerings were used to redeem $188omitif
senior discount notes and $521 million of senidrosdinated notes, excluding early redemption premsiof
$19 million and $51 million, respectively.

Subsequent to the closing of the initial publiceoifig, the Company borrowed an additional $1,135ani
under the amended and restated senior credittfesjla portion of which was used to
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repay a $350 million floating rate term loan, whettludes a $4 million early redemption premiund 200
million of which was used as the primary financfogthe February 2005 acquisition of the Vinamulutsions
business. Additionally, the amended and restateseredit facilities include a $242 million deky draw tern
loan. The delayed draw term loan expired unutilizeduly 2005.

On April 7, 2005, the Company used the remainirgg@eds of the initial public offering and concutren
financings to pay a special cash dividend to haldéthe Company's Series B common stock of $80bmi
which was declared on March 8, 2005. In additianMarch 9, 2005, the Company issued a 7,500,00@Sar
common stock dividend to the holders of its SeBe®mmon stock which was declared on March 8, 20&&r
payment of the $804 million dividend, all of thetstanding shares of Series B common stock converted
automatically into shares of Series A common stock.

Recent Business Highlights:



» Completed the acquisition of Acetex Corporaiioduly 2005 to strengthen the Company's positigirin
acetyls chemicals. Acetex debt is expected to tiedeprimarily with cash on hand in August 2005.

» Began purchasing methanol from Southern Chentiogboration in an arrangement that is expected to
yield significant savings

» Realized savings from restructuring and proditgtimprovements in the three months ended June 30
2005 in all business segments Discontinued proolnictf certain acetate flake and filament operations
relocated the Acetate Products headquarters t@®ainnounced closure and relocation of the Becheni
N.J., financial functions to Dallas by n-2006.

« Announced intention to build a state-of-thexantyl acetate ethylene and conventional emulsidgmer
facility in China. Startup is targeted for the fihalf of 2007.

* Announced plans to construct a world-scale planthe manufacture of GUR® ultra high molecular
weight polyethylene in Asia. Production is expedtegin in the second half of 2007.

« Continued to focus the product portfolio by @dgtnon-strategic businesses, such as the higbmpesihce
polymer polybenzamidazole ("PBI"), Vectran polymamd emulsion powders.

* Adopted a policy to pay common shareholdersdéint of $0.16 per share annually, or 1%, baseten t
initial public offering price of $16 per share. Thest quarterly dividend of $0.04 per share wal
August 11, 2005.

Overview
Three Months Ended June 30, 2005 Compared with TédnMonths Ended June 30, 2004

In the three months ended June 30, 2005, net saEe23% to $1,517 million compared to $1,229 onilli
in the same period last year primarily on highécipg, mainly in Chemical Products, and the safehe
recently acquired Vinamul emulsions business, whloked in the first quarter of 2005. Operatingfiprose
significantly to $152 million versus $25 millionsayear on margin expansion principally driven lyhler
pricing and productivity improvements. These effaobre than offset higher raw material and eneogys;
mainly for ethylene and natural gas, and highecigpeharges. Operating profit in 2004 included8 #illion
charge for a non-cash inventory-related purchaseusting adjustment. The Company recorded net egsrof
$67 million compared to a net loss of $125 milliaich included $71 million of deferred financingsts for
the prepayment of the senior subordinated bridge facilities. The second quarter of 2005 benefiteoh
higher operating profit and a $40 million favorableange in our net foreign currency gain (lossjltexy from
exchange rate movements and a change from a m¢ttassnet liability foreign currency position.

Three Months Ended March 31, 2005 Compared with €erMonths Ended March 31, 2004

In the three months ended March 31, 2005, net sa#es21% to $1,509 million compared to $1,243
million, in the same period last year, primarily gignificant higher pricing. Higher volumes,
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favorable currency movements and composition crargfavhich $66 million was related to the Vinamul
emulsions acquisition, increased net sales. Thepaagnrecorded a net loss of $10 million compareekimings
of $78 million for CAG largely due to higher intsteexpense, which included $102 million in refinagcrelater
costs (comprising early redemption premiums anélacated amortization of deferred financing co$ts7a!
million and $28 million, respectively), and highsrecial 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 utilizatibime



Company also benefited from cost savings resuftimig restructuring and productivity improvement grams
as well as lower depreciation and amortization.sEhgenefits were partially offset by higher raw enials and

energy costs.

Financial Highlights

Successol Successo Successol Predecessol
Three Months  Three Months Six Months Three Months
Ended June Ended June Ended June Ended March
30, 2005 30, 2004 30, 2005 31, 2004
(in $ millions)
Statement of Operations Data
Net sales 1,517 1,22¢ 3,02¢ 1,24:
Special charge 27 1 (65) (28)
Operating profit 152 25 31¢ 52
Earnings (loss) from continuing operations befareand
minority interests 12: (1049 14¢€ 72
Earnings (loss) from continuing operatic 67 (129 57 55
Earnings (loss) from discontinued operati — (D] — 23
Net earnings (loss 67 (125) 57 78
Successor
As of
As of June 30, December 31,
2005 2004
(in $ millions)
Balance Sheet Data
Short-term borrowings and current installmentsooig-term debt -
third party and affiliate 14C 144
Plus: Lon¢term debt 3,257 3,247
Total debt 3,39: 3,381
Less: Cash and cash equivale 95¢ 83¢
Net debt 2,43¢ 2,54¢
Successor Successor Successor Predecessor
Three Months Three Months Six Months Three Months
Ended June Ended June Ended June Ended March
30, 2005 30, 2004 30, 2005 31, 2004
(in $ millions)
Other Data:
Depreciation and amortizatic 67 71 13C 72
Operating margil®) 10.(% 2.0% 10.5% 4.2%
Earnings (loss) from continuing operations befaseand
minority interests as a percentage of net < 8.1% (8.5)% 4.8% 5.8%

(1) Defined as operating profit divided by net sales.
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Selected Data by Business Segment —Three Months EatdJune 30, 2005 Compared with Three Months

Ended June 30, 2004

Net Sales

Chemical Product
Technical Polymers Ticor
Acetate Product
Performance Produc
Segment Tote

Other Activities
Intersegment Eliminatior
Total Net Sale:

Special Charges
Chemical Product
Technical Polymers Ticor
Acetate Product
Performance Produc
Segment Tote

Other Activities

Total Special Charge

Operating Profit (Loss)
Chemical Product
Technical Polymers Ticor
Acetate Product
Performance Produc
Segment Tote

Other Activities

Total Operating Profi

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

Chemical Product
Technical Polymers Ticor
Acetate Product
Performance Produc
Segment Tote

Other Activities

Total Earnings (Loss) from Continuing Operations
Before Tax and Minority Interes
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Successor Successor
Three Three
Months Months
Ended Ended
June 30, June 30, Change in
2005 2004 $
(in $ millions)

1,08t 80¢ 277

222 22C 3

1832 17: 10

47 45 2

1,53¢ 1,24¢ 292

8 11 ©)

(29 (28) @

1,51 1,22¢ 28¢€

©) @ 2

(20) 2 (22)

(23 1 (24)

) — 4

(27) 1 (28)

15¢E 36 11¢

5 11 (6)

10 10 —

15 2 13

18t 59 12¢

(33) (34) 1

152 25 127

14¢ 34 11¢%

22 26 (4)

12 14 2

14 1 13

197 75 122

(74) (179) 10E

12 (104) 227




Selected Data by Business Segment —Three Months EatdJune 30, 2005 Compared with Three Months

Ended June 30, 2004 (Continued)

Successor Successor
Three Three
Months Months
Ended Ended
June 30, June 30, Change in
2005 2004 $
(in $ millions)
Depreciation & Amortization
Chemical Product 39 38 1
Technical Polymers Ticor 14 15 (D)
Acetate Product 9 14 5)
Performance Produc 3 2 1
Segment Tote 65 69 4
Other Activities 2 2 _
Total Depreciation & Amortizatio 67 71 (4)
Factors Affecting Second Quarter 2005 Segment Sal€ompared to Second Quarter 2004
in percent Volume Price Currency Other* Total
Chemical Product (1)% 21% 2% 12% 34%
Technical Polymers Ticor (5) 4 — 1
Acetate Product 1 5 — 6
Performance Produc 2 (3) — 4
Segment Tote (2)% 15% 2% 8% 23%

*  Primarily represents sales of the recently aaglivVinamul emulsion business
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Summary by Business Segment—Three Months Ended Jur3®, 2005 Compared with Three Months

Ended June 30, 2004

Chemical Products

Successor

Successor

Three Months

Ended June 30,

in $ millions (except for percentages) 2005

Three Months

Ended June 30, Change in

2004

$

Net sales 1,08t
Net sales varianci

80¢

277



Volume (1)%

Price 21%

Currency 2%

Other 12%
Operating profit 15E
Operating margil 14.5%
Special charge (©)]
Earnings (loss) from continuing operations befaseand

minority interests 14¢
Depreciation and amortizatic 39

36
4.5%

@

34
38

Three Months Ended June 30, 2005 Comparedhitee Months Ended June 30, 2004

Chemical Products' net sales increased 34% to $Iyilion compared to the same period last year on
significantly higher pricing, sales of the newlgaaed Vinamul business and favorable currency mms.
Major business lines continued to operate at htdization rates while volumes declined for non-€alerivative
products. Pricing increased for most chemical petaliparticularly vinyl acetate, acetic acid andtate esters,

driven by continued strong demand, high utilizatiates across the industry and higher raw mateoists,

mainly for ethylene and natural gas.

2

11t

Earnings from continuing operations before tax amabority interests increased to $149 million fro34$
million on higher pricing and productivity improvemts, which were partly offset by higher raw matecpsts.
Earnings in 2004 included a $15 million chargeégaron-cash inventorselated purchase accounting adjustm
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Technical Polymers Ticona
Successo Successol
Three Months Three Months
Ended June 30, Ended June 30, Change in
in $ millions (except for percentages) 2005 2004 $
Net sales 223 22C 3
Net sales varianci
Volume (5)%
Price 4%
Currency 2%
Operating profit 5 11 (6)
Operating margil 2.2% 5.C%
Special charge (20 2 (22
Earnings (loss) from continuing operations befape t
and minority interest 22 26 4
Depreciation and amortizatic 14 15 Q)

Three Months Ended June 30, 2005 Compareditee Months Ended June 30, 2004

Ticona's net sales increased 1% to $223 milliongamed to the same period last year on higher griaird
favorable currency movements. Pricing rose as pusly announced price increases took effect. Vokime
declined largely for polyacetal ("POM") due to waaks in the automotive sector, primarily in Eurcog] on

reduced sales for lower-end applications.

Earnings from continuing operations before tax amgority interests decreased to $22 million fron®$2



million as higher pricing, cost savings and dividencome from cost investments did not fully off$20
million in special charges, primarily for the impaent of the COC business, lower volumes and higdsr
material costs. Equity in net earnings of affiletemained relatively flat compared to last yearnihgs in 200:
included an $18 million charge for a non-cash inegnrrelated purchase accounting adjustment.

Acetate Products

Successor Successor
Three Months Three Months
Ended June 30, Ended June 30, Change in
in $ millions (except for percentages) 2005 2004 $
Net sales 18z 17z 10
Net sales varianci
Volume 1%
Price 5%
Operating profit 10 10 —
Operating margil 5.5% 5.8%
Special charge — — —
Earnings (loss) from continuing operations before
tax and minority interes! 12 14 @)
Depreciation and amortizatic 9 14 (5)

Three Months Ended June 30, 2005 Comparedhtee Months Ended June 30, 2004

Net sales for Acetate Products increased by 6%4.88 $illion compared to the same period last year o
higher pricing and volumes. Pricing increased fbbasiness lines while volumes increased mainhhiyher

flake sales to the Company's recently expandedabin ventures.

Earnings from continuing operations before tax amabority interests decreased to $12 million comgaoe

$14 million in the same period last year. Highecipg and savings from restructuring and produttivi

improvements were more than offset by increasedmaterial and energy costs as well as temporaigiiyer

manufacturing costs, resulting from a realignmérmiroduction and inventory levels as part of thetate

restructuring strategy.

Performance Products

Successo

Successol

Three Months

Three Months

Ended June 30, Ended June 30, Change in
in $ millions (except for percentages) 2005 2004 $
Net sales 47 45 2
Net sales varianct
Volume 2%
Price (3)%



Currency 5%
Operating profit 15 2
Operating margil 31.%% 4.4%
Special charge — —

Earnings (loss) from continuing operations befareand
minority interests 14 1

Depreciation and amortizatic 3 2

Three Months Ended June 30, 2005 Comparedhitee Months Ended June 30, 2004

Net sales for Performance Products increased byo4847 million compared to the same period last yea
mainly as the result of favorable currency effentd modest volume increases. Pricing for Suhsiteetener
declined, consistent with the Company's positiorsitngtegy for the product while pricing for sorlsat®ntinued
to improve.

Earnings from continuing operations before tax amdority interests increased to $14 million from $1
million last year, which included a $12 million c¢ha for a non-cash inventory-related purchase atouy
adjustment. The increase in earnings resulted femorable currency movements, improved sorbates
performance and productivity improvements.
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Other Activities

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

Three Months Ended June 30, 2005 Comparedhtee Months Ended June 30, 2004

Net sales for Other Activities decreased to $8iamlfrom $11 million in the same quarter last year
primarily due to the sale of PBI and the Vectrandorct lines in the second quarter of 2005. Lossfro
continuing operations before tax and minority iatgs improved to a loss of $74 million from a lo§§179
million in the same period last year. This was puitly due to the expensing in 2004 of $71 milliondieferred
financing costs for the prepayment of the senitwosdinated bridge loan facilities. Also contribwito this
decrease was a $40 million favorable change imetiforeign currency gain (loss) resulting fromleqege rate
movements and a change from a net asset to abéityi foreign currency position.

Summary of Consolidated Results — Three Months EnakJune 30, 2005 Compared with Three Months
Ended June 30, 2004

Net Sale:

Net sales rose 23% to $1,517 million in the seaqmatter compared to the same period last year phima
on higher pricing (15%), mainly in the Chemical uots segment, sales of the recently acquired Viham
emulsions business in February 2005 (8%), and &blercurrency movements (2%). These increases were
slightly offset by lower volumes (2%).

Gross Profit Margin

Gross profit margin increased to $342 million 0#@28f sales in the three months ended June 30, 266t
$171 million or 14% of sales in the comparable gebtast year. This increase primarily reflects gigantly
higher pricing and productivity improvements, prithain Chemical Products, and the absence of aridion
non-cash charge for the manufacturing profit addedventory under purchase accounting which wasgdd
to cost of sales. Higher raw material and energyscpartially offset these increases.

Selling, General and Administrative Expen

Selling, general and administrative expense ine@&s $136 million compared to $125 million for the
same period last year. This increase is primatly th higher amortization expense of identifiabkangible
assets acquired from CAG of $10 million as well ith@usion of the Vinamul emulsions business aelin
February 2005. These increases were partially offgeost savings.



Special Charge

The components of special charges for the threglmanded June 30, 2005 and 2004 were as follows:

Successor Successor
Three Months Ended Three Months Ended
June 30, 2005 June 30, 2004
(in $ millions)
Employee termination benefi @) 1)
Plant/office closure — —
Total Restructuring @) 1)
Asset impairment (29 —
Insurance recoveries associated with plumbing ¢ 4 2
Total Special Charge (27) 1

Special charges increased to $27 million compareddome of $1 million for the same period lastryea
This increase was primarily due an additional impaint charge associated with revised estimateteteta the
Company's decision to divest its cyclo-olefin cgmoér ("COC") business.
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Operating Profit

Operating profit rose significantly to $152 millimersus $25 million last year on margin expansion
principally driven by higher pricing and productivimprovements. The effects more than offset highes
material and energy costs, mainly for ethylenersatdral gas, and higher special charges. Operptiofg in
2004 included a $49 million charge for a -cash inventor-related purchase accounting adjustm

Equity in Net Earnings of Affiliate

Equity in net earnings of affiliates decreased 6y#llion to $12 million for the three months endhthe
30, 2005, compared to the same period last yeds.ddtrease is primarily due to an impairment chafgb10
million related to the Estech GmbH & Co. KG ventuagroducer of neopolyol esters in Oberhausemm@ey.
Cash distributions received from equity affiliatesreased to $10 million for the three months endiete 30,
2005, compared to $6 million in the same perio2@d4.

Interest Expens

Interest expense decreased to $68 million forhiheetmonths ended June 30, 2005 from $130 miltiché
same period last year as interest expense in 2@04died $71 million of deferred financing costs tioe
prepayment of the senior subordinated bridge laailifies. This decrease was slightly offset byréased
interest on higher debt leve

Interest Incom

For the three months ended June 30, 2005, intei@sne increased by $2 million to $9 million comgér
to the same period in the prior ye

Other Income (Expense), N

Other income (expense), net increased to $18 mitiiaincome for the three months ended June 305,200
compared to expense of $24 million for the complarpkriod last year. This increase is primarily twe
favorable change of $40 million in our net forenrency gain (loss) resulting from exchange rabsements
and a change from a net asset to a net liabilitgigm currency position. This increase was patiaffset by
expenses associated with the anticipated guaraptggdent to CAG minority shareholders of $7 million
Dividend income accounted for under the cost metkothined flat at $7 million for the three monthsied
June 30, 2005, compared to the same period in .

Income Taxes

Income taxes for the three months ended June 88, 20d 2004, are recorded based on the estimated
annual effective tax rate. As of June 30, 2005gtanated annualized tax rate for 2005 is 35%¢lkvis slightly
less than the combination of the statutory ratesaatt income tax rates in the U.S. The estimatedal



effective tax rate for 2005 reflects earnings W tax jurisdictions, a valuation allowance for ta& benefit
associated with projected U.S. losses (which ineduelkpenses associated with the early redemptidalij, an
tax expense in certain non-U.S. jurisdictions. therthree months ended June 30, 2004, a tax expé&Bd®
million was recorded which resulted in a tax rdteegative 10%. This effective tax rate was prifyaaifected
by the noi-recognition of tax benefits associated with acdoisirelated expense

Earnings (Loss) from Discontinued Operatic

Earnings from discontinued operations was $0 nmilfior the three months ended June 30, 2005 compared
to a loss of $1 million from the comparable periast year. The loss in the three months ended 3002004
reflected a purchase price adjustment relatedegsdfe of the nylon busine:

Net Earnings (Loss

As a result of the factors mentioned above, the @om had net earnings of $67 million in the thremths
ended June 30, 2005, compared to a net loss of §ilk&n in the same period last year.
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Selected Data by Business Segment —Three Months EtdiMarch 31, 2005 Compared with Three Months
Ended March 31, 2004

Successor Predcessor
Three Three
Months Months
Ended Ended
March 31, March 31, Change in
2005 2004 $
(in $ millions)
Net Sales
Chemical Product 1,04 81¢ 22¢
Technical Polymers Ticor 23¢ 227 12
Acetate Product 19¢€ 172 24
Performance Produc 47 44 3
Segment Tote 1,52¢ 1,261 26¢
Other Activities 12 11 1
Intersegment Eliminatior (29) (29) _
Total Net Sale: 1,50¢ 1,24: 26€

Special Charges

Chemical Product 1) @ —
Technical Polymers Ticor 1) @ —
Acetate Product (1) — 1)
Performance Produc — — —
Segment Tote €) @ @
Other Activities (35) (26) 9
Total Special Charge (39) (28) 19

Operating Profit (Loss)

Chemical Product 177 65 112
Technical Polymers Ticor 39 31 8
Acetate Product 20 9 11
Performance Produc 13 11 2
Segment Tote 24¢ 11€ 13¢
Other Activities (83) (64) (19)

Total Operating Profi 16€ 52 114




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

Chemical Product 19z 64 12¢
Technical Polymers Ticor 51 45 6
Acetate Product 20 9 11
Performance Produc 12 11 1
Segment Tote 27¢€ 12¢ 147
Other Activities (25%) (57) (196)
Total Earnings from Continuing Operations

Before Tax and Minority Interes 23 72 (49
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Selected Data by Business Segment —Three Months ExiMarch 31, 2005 Compared with Three Months

Ended March 31, 2004 (Continued)

Successor Predecessor

Three Three
Months Months
Ended Ended
March 31, March 31, Change in
2005 2004 $

(in $ millions)
Depreciation & Amortization

Chemical Product 34 39 5)

Technical Polymers Ticor 15 16 D

Acetate Product 9 13 4
Performance Produc 3 2 1

Segment Tote 61 70 9

Other Activities 2 2 _

Total Depreciation & Amortizatio 63 72 (9

Factors Affecting First Quarter 2005 Segment SaleSompared to First Quarter 2004

in percent Volume Price Currency Other* Total
Chemical Product (1)% 22% 3% 4% 28%
Technical Polymers Ticor 2 — 3 — 5
Acetate Product 11 3 — — 14
Performance Produc 9 (7) 5 — 7
Segment Tote 2% 15% 2% 2% 21%

*  Primarily represents sales of the recently aaguivinamul emulsion business
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Summary by Business Segment—Three Months Ended Mac31, 2005 Compared with Three Months
Ended March 31, 2004

Chemical Products

Successor Predecessor
Three Months
Three Months Ended March 31,

Ended March 31, Change in

in $ millions (except for percentages) 2005 2004 $
Net sales 1,044 81¢ 22€
Net sales varianci

Volume (D)%

Price 22%

Currency 3%

Other 4%
Operating profit 177 65 112
Operating margil 17.(% 7.%
Special charge QD @ —
Earnings (loss) from continuing operations befareand

minority interest: 19z 64 12¢
Depreciation and amortizatic 34 39 (5)

Three Months Ended March 31, 2005 Compared Whitiee Months Ended March 31, 2004

Chemical Products' net sales increased 28% to $hiiion compared to the same period last yeamnigai
on higher pricing, segment composition changewstoth $66 million was related to the Vinamul emais
acquisition, and favorable currency effects. Pgdimcreased for most products, driven by continsteging
demand and high utilization rates across the chedriridustry.

Earnings from continuing operations before tax emgority interests increased to $193 million fro6¥$
million in the same period last year as higheripgavas partially offset by higher raw material tso&€arnings
also benefited from an increase of $9 million imidénds from our methanol cost investment, whichléenl $12
million in the quarter.
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Technical Polymers Ticona
Successor Predecessor
Three Months Three Months
Ended March 31, Ended March 31,
Change in
in $ millions (except for percentages) 2005 2004 $
Net sales 23¢ 227 12

Net sales varianct
Volume 2%



Currency 3%

Operating profit 39 31 8
Operating margil 16.2% 13.7%
Special charge (@D} Q) —
Earnings (loss) from continuing operations befape t
and minority interest 51 45 6
Depreciation and amortizatic 15 16 1)
Three Months Ended March 31, 2005 Compared Whitiee Months 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 theesstal
introduction of new applications, which outweighistlines in polyacetal volumes resulting from tle@any'
focus on high-end business and decreased salesdpdan automotive customers. Overall pricing rewehiflat
quarter over quarter as successfully implementae imcreases were offset by lower average prifangertain
products due to the commercialization of lower gyatles for new applications.
Earnings from continuing operations before tax emgority interests increased 13% to $51 milliorttees
result of cost savings from a recent restructuring.favorable effects of a planned maintenanasatound as
well as slightly higher volumes. These increasese\wpartially offset by higher raw material and gyecosts.
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Acetate Products
Successo Predecessol
Three Months Three Months
Ended March 31, Ended March 31,
Change in
in $ millions (except for percentages) 2005 2004 $
Net sales 19¢ 172 24
Net sales varianct
Volume 11%
Price 3%
Operating profit 20 9 11
Operating margil 10.2% 5.2%
Special charge Q) — Q)
Earnings (loss) from continuing operations before
tax and minority interes! 20 9 11
Depreciation and amortizatic 9 13 4

Three Months Ended March 31, 2005 Compared Witiee Months Ended March 31, 2004

Net sales for Acetate Products increased by 148496 million compared to the same quarter last gear

higher volumes and pricing. Flake volumes increasathly as a result of demand from Company ventires
China that recently completed tow capacity exparsi&ilament volumes rose in anticipation of thenpany's
plans to exit this business by the end of the sg:cprarter. Pricing increased for all business lioesover highe

raw material costs.

Earnings from continuing operations before tax amabority interests more than doubled from $9 miilio
first quarter last year to $20 million this yeaedo increased volumes, pricing and productivitpiavements,
which more than offset higher raw material and gpeosts. Earnings also benefited from $4 milliohawer



depreciation and amortization expense largelyrasalt of previous impairments related to a major
restructuring, which was partly offset by $3 mitliof expense for an asset retirement obligation.
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Performance Products
Successor Predecessor
Three Months
Three Months Ended March 31,
Ended March 31, Change in
in $ millions (except for percentages) 2005 2004 $
Net sales 47 44 3
Net sales varianci
Volume 9%
Price (7%
Currency 5%
Operating profit 13 11 2
Operating margil 27.1% 25.(%
Special charge — — —
Earnings (loss) from continuing operations befareand
minority interests 12 11 1
Depreciation and amortizatic 3 2 1

Three Months Ended March 31, 2005 Compared Whitiee Months Ended March 31, 2004

Net sales for the Performance Products segmerganed by 7% to $47 million compared to the same
period last year mainly on higher volumes, whictrenthan offset lower pricing. Favorable currencyvements
also contributed to the sales increase. Highermekifor Sunett sweetener reflected strong grovetim inew ant
existing applications in the U.S. and European ke and confectionary markets. Pricing for Sudetiined
on lower unit selling prices associated with high@iumes to major customers. Pricing for sorbateginued to
recover, although worldwide overcapacity still paged in the industry.

Earnings from continuing operations before tax amgority interests increased to $12 million fromil$1
million in the same quarter last year. Strong vatsrfor Sunett, as well as favorable currency movesnand
cost savings, more than offset lower pricing fa sveetener. A primary European and U.S. produgtient
for Sunett expired at the end of March 2005.

Other Activities

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

Three Months Ended March 31, 2005 Compared Whitiee Months Ended March 31, 2004

Net sales for Other Activities increased slighty$tL2 million from $11 million in the same quartest
year. Loss from continuing operations before tak mmnority interests increased to $253 million franoss of
$57 million in the same period last year, largalg do $169 million of higher interest expense dueefinancing
costs, increased debt levels, and higher intea¢ss r The loss includes $45 million of expensesgpansor
monitoring and related cancellation fees compawespecial charges of $25 million in the same pelasdyear
for advisory services related to the tender offaCAG.
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Summary of Consolidated Results — Three Months EnadkMarch 31, 2005 Compared with Three Months

Ended March 31, 2004
Net Sales

Net sales rose 21% to $1,509 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 Chemigalu®ts segment each increased net sales by 2%.

The segment composition changes consisted of tgisition of the Vinamul emulsions business in
February 2005, which was partly offset by the affexf a contract manufacturing arrangement undéctwh
certain acrylates products are now being sold. @ymargin realized under the contract manufaoguri

arrangement is reported in net sales.

Gross Profit Margin

Gross profit margin increased to $384 million 0#@6f sales in the three months ended March 31, 2005
from $241 million or 19% of sales in the compargt#eiod last year. This increase primarily reflects
significantly higher pricing, primarily in ChemicBIroducts, lower depreciation expense and prodtyctiv
improvements. Higher raw material and energy coatsally offset these increases.

Selling, General and Administrative Expenses

Selling, general and administrative expense ine@&s $161 million compared to $137 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 highe
professional costs primarily related to compliandt Section 404 of the Sarbanes-Oxley Act of 2002.

Special Charges

The components of special charges for the thregmanded March 31, 2005 and 2004 were as follows:

Successor Predecessor
Three Months Three Months
Ended Ended
March 31, 2005 March 31, 2004 Change in $

(in $ millions)
Employee termination benefi 2 2 —
Plant/office closure (1) — (1)
Total restructuring 3 2 Q)
Termination of advisor monitoring servic (35 — (35
Advisory service: — (25) 25
Other — (1) 1
Total special charge (38) (28) (10

Operating Profit

Operating profit increased to $166 million in theagter compared to $52 million in the same peréas |
year on gross margin expansion of $143 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 incezbgolumes in Acetate Products, Performance Preduna
Ticona. Depreciation and amortization expense dedlby $9 million as decreases in depreciationltiegurom
purchase accounting adjustments, more than offsegased amortization expense for acquired intémgisets.
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Equity in Net Earnings of Affiliates



Equity in net earnings of affiliates rose by $3liof to $15 million for the three months ended Magd,
2005, compared to the same period last year. Aasfbdtions received from equity affiliates incsea to $36
million for the three months ended March 31, 2Gf2Bnpared to $16 million in the same period of 2004
increase in cash distributions is mainly due torggrbusiness conditions in 2004 for Ticona's higtiggmance
product ventures and Chemical Products' methamdlve 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 reftiray that occurred in the first quarter of 200fghér debt
levels resulting primarily from the acquisition©AG and higher interest rates also increased isitesxpense.

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, gmilgndue to higher average cash levels.

Other Income (Expense), Net

Other income (expense), net decreased to $3 miliagncome for the three months ended March 315200
compared to $9 million for the comparable perict lgear. This decrease is primarily due to expeassegciate:
with the anticipated guaranteed payment to CAG nitynshareholders and the ineffective portion ofed
investment hedge. These decreases were partiédigtdfy higher dividends from cost investments.ifind
income accounted for under the cost method incdelagé8 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 estimated
annual effective tax rate. As of March 31, 200%, ¢stimated annualized tax rate for 2005 is 35%gHwis
slightly less than the combination of the statut@tg and state income tax rates in the U.S. Ttimated annue
effective tax rate for 2005 reflects earnings v tax jurisdictions, a valuation allowance for th& benefit
associated with projected U.S. losses (which iretuekpenses associated with the early redemptidaldjf, an
tax expense in certain non-U.S. jurisdictions. Phedecessor had an effective tax rate of 24% #othitee
months ended March 31, 2004, compared to the Gestasutory rate of 40%, which was primarily affettsy
earnings in low tax jurisdictions.

Earnings from Discontinued Operations

Earnings from discontinued operations was $0 nmilfir the three months ended March 31, 2005 cond|
to $23 million from the comparable period last yézarnings in 2004 reflected a gain and tax benefognized
in 2004 associated with the sale of the acrylatssnigss. The tax benefit is mainly attributabléhi utilization
of a capital loss carryover benefit that had beewipusly subject to a valuation allowance.

For the three months ended March 31, 2004, the @a¢froducts segment had net sales of $21 million
and an operating loss of $5 million.

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.
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Outlook

For the second half of the year, the Company espeet global GDP will remain strong and that prigi
could be impacted as the acetyls market absorhsdustry capacity expansions planned for the seé@ff of
2005. The Company also expects the Acetex acaqunsiti be accretive in the second half of 2005.

For the remainder of the year, the Company exfedtxur expenses and cash outlays for the restiingt
of its businesses and product portfolio, cost immproent and focused growth in core areas.

Liquidity and Capital Resource



Cash Flows
Net Cash Provided by/(Used in) Operating Activities

Cash flow from operating activities increased tasah inflow of $190 million for the six months eddiune
30, 2005 compared to a cash outflow of $214 milfenthe same period last year. This increase piiyna
resulted from the contribution of an increase ieraging profit in 2005 of $241 million, the paymafita $95
million obligation to a third party in 2004, thessmce of payments associated with stock appregiatits of
$59 million, recoveries from an insurance providdated to the plumbing matters of $44 million D03, a
decrease in pension contributions of $125 milliod an increase in dividends received from costeandty
investments of $32 million. These increases wertghlg offset by higher interest payments and citmitions tc
the non-qualified pension plan's rabbi trusts @& $6llion in 2005. Unfavorable foreign currencyesits on the
euro versus the U.S. dollar on cash and cash dguaigancreased to $99 million from $27 millionthre same
period last year.

Net Cash Provided by/(Used in) Investing Activities

Net cash from investing activities improved to altautflow of $138 million in the six months endhhe
30, 2005 compared to a cash outflow of $1,553 anilfior the same period last year. The cash outiito2004
resulted from the CAG acquisition. The 2005 cadffimu included the acquisition of the Vinamul enialss
business and a decrease in net proceeds from disgfatiscontinued operations of $64 million. Thésens
were partially offset by an increase in cash infawlated to net sales of marketable securitié&88fmillion.
The net proceeds from the disposal of discontimptations represents cash received in 2005 froeadn
contractual settlement of receivables of $75 millielated to the sale in 2000 of the Predecesstei®st in
Vinnolit Kunstoff GmbH and Vintron GmbH while theenproceeds of $139 million in the same period yastr
represented the net proceeds from the sale ofctlytates business. Capital expenditures on propplayt and
equipment decreased to $86 million from $94 millier2004.

Net Cash Provided by/(Used in) Financing Activities

Net cash from financing activities decreased tashdnflow of $168 million for the six months endidhe
30, 2005 compared to a cash inflow of $2,455 nriliio the same period last year. The cash inflod064
primarily reflected higher net proceeds from borirays in connection with the acquisition of CAG. Mij
financing activities for 2005 are as follows:

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

« Distribution to Series B shareholders of $804iomi.

« Redemption and related premiums of the senior slihated notes of $572 million and senior discc
notes of $207 million.

» Proceeds from the issuances of common stoclafr&t52 million and preferred stock, net of $233
million.
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« Repayment of floating rate term loan, includietated premium, of $354 million.

Refer to the Liquidity Section for more information
Liquidity

Our contractual obligations, commitments and debtise requirements over the next several years are
significant and are substantially higher than liistd amounts. Our primary source of liquidity wélbntinue to

be cash generated from operations as well asmxistish on hand. We believe we will have availabdeurces
to meet both our short-term and long-term liquidéguirements, including debt service. If our clistv from



operations is insufficient to fund our debt senacel other obligations, we may be forced to useroth
means available to us such as to increase ounkimge under our lines of credit, reduce or delayiteh
expenditures, seek additional capital or seekgtrueture or 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 dethguinderwriters' discounts and offering expenge8
million. Concurrently, the Company received netgareds of $233 million from the offering of its cemtible
preferred stock and borrowed an additional $1,18kom under the amended and restated senior cfadiities.
A portion of the proceeds of the share offeringsenesed to redeem $188 million of senior discowtés and
$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 ourcsemedit
facilities to repay our $350 million floating raterm loan, which excludes a $4 million early redéomp
premium, and used $200 million of the proceedfiagptimary financing for the acquisition of the ¥mul
emulsion business.

On April 7, 2005, we used the remaining proceedsafpa special cash dividend to holders of the
Company's Series B common stock of $804 millionotupayment of the $804 million dividend, all of the
outstanding shares of Celanese Series B commok stowerted automatically to shares of CelaneseSér
common stock. In addition, we may use the availableces of liquidity to purchase the remainingstariding
shares of Celanese AG.

As a result of the offerings in January 2005, wes have $240 million aggregate liquidation prefeeené
outstanding preferred stock. Holders of the prefistock are entitled to receive, when, as ardkilared by ot
board of directors, out of funds legally availatiierefor, cash dividends at the rate of 4.25% paum (or
$1.06 per share) of liquidation preference, payghketerly in arrears, which commenced on May D520
Dividends on the preferred stock are cumulativenftbe date of initial issuance. This dividend ipested to
result in an annual dividend payment of $10 millidcumulated but unpaid dividends accumulate atravual
rate of 4.25%. The preferred stock is convertibtedhe option of the holder, at any time into skarkeour Series
A common stock at a conversion rate of 1.25 shafresir Series A common stock per $25.00 liquidation
preference of the preferred stock. As of August2D5 the Company has paid $5 million in aggredatiglends
on its preferred stock.

During July 2005, our board of directors adoptgublcy of declaring, subject to legally availabienfls, a
quarterly cash dividend on each share of our Sériesmmon stock at an annual rate initially eqoal t
approximately 1% of the $16.00 initial public offeg price per share of our Series A common stockQo16
per share) unless our board of directors in ite didcretion determines otherwise. On August 10528e first
such cash dividend payment of $0.04 per share {#&m) on the Company's Series A common stock masle
Based upon the number of outstanding shares asef30, 2005, the anticipated annual cash divigrydent
is $25 million. However, there is no assurance sufficient cash or surplus will be available ty gach
dividend.

In July 2005, the Company acquired Acetex CorporaffAcetex") for $270 million and assumed Acetex's
$235 million of debt, which is net of cash acquitd66 million. Acetex's operations include antgise
business with plants in Europe and a North-Amergecialty polymers and film business. Acetex also
previously concluded an agreement for a ventuteutiel an acetyls
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complex in Saudi Arabia and has commenced the ieahplanning for this facility. The Company acadr
Acetex using existing cash. The Company had Acexexcise its option to redeem its 10 7/8% senitesidue
2009 totaling approximately $265 million. The regeion will be funded primarily with cash on handlan
expected to take place August 19, 2005. The redemptice is expected to be approximately $280iamill
which represents 105.438% of the outstanding gral@amount, plus accrued and unpaid interest tauaug?,
2005.

As of June 30, 2005, the Company had total deBB¢893 million and cash and cash equivalents 09$95
million. Net debt (total debt less cash and cashivadents) decreased to $2,434 million from $2,548ion as
of December 31, 2004 due to an increase in casleastdequivalents of $121 million primarily fromsba
provided from operations.

The Company is in compliance with all of its covenagreements as of June 30, 2005.



Contractual Obligations. The following table sets forth our fixed comti@al debt obligations as of June
30, 2005:

2010

Remaining and
Fixed Contractual Debt Obligations Total 2005 2006-2007 2008- 2009 thereafter

(in $ millions)

Senior Credit Facilitie— Term Loans Facility 1,72t 9 34 33 1,64¢
Senior Subordinated Not(1) 957 — — — 957
Senior Discount Note® 554 — — — 554
Other Deb(® 354 94 41 22 197
Total Fixed Contractual Debt Obligatio 3,58¢ 10z 75 55 3,35:¢

(1) Does not include $4 million of premium on tH22$ million of the senior subordinated notes issiiggi 1, 2004.
(2) Reflects the accreted value of the notes atirityt

(3) Does not include $2 million purchase accoungidgistment resulting from acquisition of CAG.

Senior Credit Facilities. As of June 30, 2005, the senior credit faeditof $2,553 million consist of a
term loan facility, a revolving credit facility, dra credit-linked revolving facility.

Subsequent to the consummation of the initial pubffering in January 2005, we entered into amerat®
restated senior credit facilities which increadegiterm facility. The terms of the amended andatesdtsenior
credit facilities are substantially similar to ttegms of our immediately previous senior crediilites. As of
June 30, 2005, the term loan facility had a balarickl,725 million (including approximately €275Ilain),
which matures in 2011. In addition, there was a2%2dlion delayed draw facility which expired urlized in
July 2005.

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 revolving credit facility wasreased from $380 million to $600 million undeet
amended and restated senior credit facilities. §228 million credit-linked revolving facility, whitmatures in
2009, includes borrowing capacity available fotdest of credit. As of July 31, 2005, there were@ga#llion of
letters of credit issued under the credit-linkegbieing facility. As of July 31, 2005, there was8illion of
letters of credit issued under the revolving créatility. As of July 31, 2005, $544 million remaith available
for borrowing under the revolving credit facilitié@sking into account letters of credit issued urttle credit-
linked revolving facility).

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 andriiibn
to pay the premium associated with the early rediempAs of June 30, 2005, the senior subordinatads,
excluding $4 million of premiums, consist of $798lion of 9 5/8% Senior Subordinated Notes due 26md
€130 million of 10 3/8% Senior Subordinated Notes
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due 2014. All of BCP Crystal's U.S. domestic, whalwned subsidiaries that guarantee BCP Crystal's
obligations under the senior credit facilities gudee the senior subordinated notes on an unsesengat
subordinated basis.



Senior Discount Notes. In September 2004, Crystal LLC and Crystal W S Corp., a subsidiary of
Crystal LLC, issued $853 million aggregate print@aount at maturity of their senior discount nales 2014
consisting of $163 million principal amount at métuof their 10% Series A senior discount notes @014 an
$690 million principal amount at maturity of thdi®%4% Series B Senior Discount Notes due 2014 (@olky,
the "senior discount notes"). The gross proceedseobffering were $513 million. Approximately $564Gllion
of the proceeds were distributed to the Compansigittal Shareholders, with the remaining proceesiduo
pay fees associated with the refinancing. UntildBet 1, 2009, interest on the senior discount netksiccrue
in the form of an increase in the accreted valusush notes. Cash interest on the senior discaas will
accrue commencing on October 1, 2009 and be pagabi@annually in arrears on April 1 and Octobdnl.
February 2005, we used approximately $37 milliothef net proceeds of the offering of our SerieAmon
stock to redeem a portion of the Series A seniscalint notes and $151 million to redeem a portfche Serie:
B senior discount notes and $19 million to payghemium associated with the early redemption. Adusfe 30,
2005, there were $554 million aggregate principabant at maturity outstanding, consisting of $10Biom
principal amount at maturity of their 10% Serieséxior discount notes due 2014 and $448 milliongipal
amount at maturity of their 10%:% Series B Seniacbunt Notes due 2014.

Other Debt. Other debt of $354 million, which does not imd#s a $2 million reduction under purchase
accounting, is primarily made up of fixed rate ptidn control and industrial revenue bonds, shemtat
borrowings from affiliated companies and capitalsie obligations.

Off-Balance Sheet Arrangements
We have not entered into any material off-balafmzesarrangements.
Recent Accounting Pronouncements

See Note 5 to the Unaudited Interim Consolidatedukéial Statements included in this Form 10-Q for
discussion of recent accounting pronouncements.

Critical Accounting Policies and Estimates

The preparation of the Company's consolidated @iizustatements requires management to apply
accounting principles generally accepted in thetdéhStates of America to the Company's specific
circumstances and make estimates and assumptmiraftict the reported amounts of assets anditiabiht the
date of the financial statements, the disclosureootingent assets and liabilities at the datdeffinancial
statements and reported amounts of revenues aeth&® during the reporting period. Actual resuitdad
differ from those estimates.

There have been no material revisions to the afiiccounting policies as filed in the Company'sidal
Report on Form 10-K for the nine months ended Ddxer31, 2004 with the Securities and Exchange
Commission on March 31, 2005.

During the six months ended June 30, 2005, the @osnpecorded asset impairments primarily consisting
of revised estimates related to the Company's idecie divest its COC business. The Company alsmeased
goodwill by $20 million associated with purchase@mting adjustments related to the acquisitio@Af.

Forward-Looking Statements May Prove Inaccurate

This Quarterly Report contains certain forward-limgkstatements and information relating to us #rat
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 assangand other
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statements contained in this prospectus that arkistorical facts. When used in this document,dg®uch as
"anticipate," "believe," "estimate," "expect," "&md," "plan" and "project" and similar expressicasthey relate
to us are intended to identify forward-looking staents. These statements reflect our current wethsrespect
to future events, are not guarantees of futureopmidince and involve risks and uncertainties theatéficult to
predict. Further, certain forward-looking statensesrte based upon assumptions as to future evexttsady not
prove to be accurate.

Many factors could cause our actual results, peréorce or achievements to be materially differemnfr



any future results, performance or achievementsniay be expressed or implied by such forward-logki
statements. These factors include, among othegghin

< changes in general economic, business, politichlragulatory conditions in the countries or regior
which we operate;

» the length and depth of product and industnjr®ss cycles particularly in the automotive, eieaty
electronics and construction industries;

« changes in the price and availability of raw enals, particularly changes in the demand forpbup
of, and market prices of fuel oil, natural gas,Icebectricity and petrochemicals such as ethylene,
propylene and butane, including changes in prodoajuotas in OPEC countries and the deregulation
of the natural gas transmission industry in Europe;

« the ability to pass increases in raw materielgs on to customers or otherwise improve margins
through price increases;

< the ability to maintain plant utilization rataad to implement planned capacity additions and
expansions;

« the ability to reduce production costs and imerproductivity by implementing technological
improvements to existing plants;

« the existence of temporary industry surplus pobidn capacity resulting from the integration aakt-
up of new world-scale plants;

« increased price competition and the introductbnompeting products by other companies;

« the ability to develop, introduce and marketiwative products, product grades and applications,
particularly in the Ticona and Performance Prodeetgments of our business;

« changes in the degree of patent and other fggédction afforded to our products;

« compliance costs and potential disruption cgrintption of production due to accidents or other
unforeseen events or delays in construction ofifigs;

« potential liability for remedial actions undedsting or future environmental regulations;

» potential liability resulting from pending or futufitigation, or from changes in the laws, regulas ol
policies of governments or other governmental & in the countries in which we operate;

« changes in currency exchange rates and interes;

« changes in the composition or restructuringsbuour subsidiaries and the successful completion
acquisitions, divestitures and venture activities;

« pending or future challenges to the Dominatigre®ement; and



« various other factors, both referenced and eferenced in this document.

Many of these factors are macroeconomic in natudeaae, therefore, beyond our control. Should ane o
more of these risks or uncertainties materializeshmuld underlying assumptions prove incorrect,amtual
results, performance or achievements may vary ma#lyefrom those described in this Quarterly Repst
anticipated, believed, estimated, expected, intgnolenned or projected. We neither intend nor ragsany
obligation to update these forward-looking statetsenhich speak only as of their dates.
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ltem 3. Quantitative and Qualitative Disclosuresabout Market Risk

Market risk for our Company has not changed sigaiftly from the foreign exchange, interest rate, an
commodity risks disclosed in Item 7A of our Anniaport on Form 10-K for the nine months ended Déoxsgm
31, 2004, with the exception of the following:

The Company entered into an interest rate swapamitbtional amount of $300 million to reduce its
exposure to fluctuations in interest rates assediafith a portion of the term loans borrowed unmarsenior
credit facilities. This interest rate swap was geated as a cash flow hedge. The fair value o$tvep as of Jur
30, 2005 was a liability of $12 million, which indes accrued interest of $4 million.

ltem 4. Controls and Procedures

On March 30, 2005, we received a letter from KPMGPL("KPMG"), our independent auditors, in
connection with the audit of our financial statetsess of and for the nine months ended Decembe2(B,
which identified two material weaknesses in oueiinél controls for the same period, both of whichtmued
during the period covered by this Quarterly Repbine first material weakness related to severatigities in
the assessment of hedge effectiveness and docuinanfhe required adjustments were made in thpegro
accounting period, except for one hedging transaaijusted during the period covered by this uigrt
Report. We do not believe that these adjustmerdsahg material impact on previously reported firahc
information. The second material weakness relatemhditions preventing our ability to adequategearch,
document, review and draw conclusions on accouimtreporting matters, which had previously reslib
adjustments that had to be recorded to preventimamcial statements from being materially misleadiThe
conditions largely related to significant increasethe frequency of, and the limited amount ofdiend
technical accounting resources available to addoessplex accounting matters and transactions aradrasult
of the consummation of simultaneous debt and eaffgrings during the year-end closing processebponse
to the letter from KPMG with respect to the firsatarial weakness identified above, during the mecovered
by our Quarterly Report on Form 10-Q for the quaeteded March 31, 2005, we organized a team reggens
for the identification and documentation of potahtierivative accounting transactions and commefaedal
training for team members specifically related éoivhtive accounting. In addition, with respecttie second
material weakness identified above, during thensoath period ended June 30, 2005, we endeavoreasiae
that adequate time was made available for comparsopnel to adequately research, document, review a
conclude on accounting and reporting matters arctease accounting resources. Despite our efforts
conditions relating to the material weaknessestifieth above continued during the period coveredhiy
Quarterly Report. We are continuing our efforténiplement these initiatives, which have materialffected
and are reasonably likely to affect materially ouernal controls over financial reporting.

Celanese, under the supervision and with the jjaation of Celanese's management, including thefchi
executive officer (CEO) and chief financial offiq@FQO), performed an evaluation of the effectivenafs
Celanese's "disclosure controls and proceduresigfased in Rule 13a-15(e) under the SecuritieshBrge Act
of 1934, as amended (the "34 Act")) as of June&805. Disclosure controls and procedures are ditise
controls and other procedures of an issuer thadesigned to ensure that information required tdibelosed b
the issuer in the reports that it files or subraitgler the 34 Act is recorded, processed, summasizddeported
within the time periods specified in the rules &mans of the Securities and Exchange CommissioEC'$.
Based on this evaluation, and as a result of thenahweakness that was identified and continugrihd the
period covered by this Quarterly Report, CelangSE® and CFO concluded that, as of June 30, 26@%rd
of the period covered by this Quarterly Report,a@ebke's disclosure controls and procedures wereffiective
for gathering, analyzing and disclosing the maténi@rmation Celanese is required to disclosenimfieports it



files under the 34 Act, within the time periodsafied in the rules and forms of the SEC. Except as
discussed above, there have been no changes ineSela "internal controls over financial reportifas definec
in Rule 13a-15(f) under the 34 Act) during the pdrtovered by this Quarterly Report that have neltgr
affected or are reasonably likely to materiallyeaff internal controls over financial reporting.
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

We are involved in a number of legal proceedinaaslits and claims incidental to the normal conadict
our business, relating to such matters as proéatity, antitrust, past waste disposal practiaed release of
chemicals into the environment. While it is impaésiat this time to determine with certainty thémate
outcome of these proceedings, lawsuits and claimsagement believes that adequate provisions resue b
made and that the ultimate outcomes will not haweaterial adverse effect on our financial positiout may
have a material adverse effect on the results efatjpns or cash flows in any given accountingquerbee also
Note 12 to the Unaudited Interim Consolidated FaianStatements

Plumbing Actions

No material developments regarding this matteriptesly reported in the Annual Report on FormK.@er
the year ended December 31, 2004, and in the QlyalReport on Form 1@ for the three months' ended Ma
31, 2005, occurred during the second quarter 052B6r a summary of the history and current stafukese
matters, see Note 12 to the Unaudited Interim Clateted Financial Statements.

Sorbates Antitrust Actions

No material developments regarding this matteriptesly reported in the Annual Report on FormK.@er
the year ended December 31, 2004, occurred durmgdcond quarter of 2005, except as set forttwbé&lor a
summary of the history and current status of tmeatters, see Note 12 to the Unaudited Interim Cladeted
Financial Statements.

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. Pursuant to timestef the settlement agreement, the defendantedgo
refrain from engaging in anticompetitive conducthaiespect to the sale or distribution of sorbates pay an
immaterial amount to the states in satisfactioalbfeleased claims.

Acetic Acid Patent Infringement Matters

No material developments regarding this matteriptesly reported in the Annual Report on FormK @er
the year ended December 31, 2004, occurred durmgeacond quarter of 2005. For a summary of thergisinc
current status of this matter, see Note 12 to thaudited Interim Consolidated Financial Statements.

Shareholder Litigation

During August 2004, nine actions were brought bgority shareholders against CAG in the Frankfurt
District Court (Landgericht), all of which were consolidated in September 2004

Several minority shareholders joined these procggsdvia a third party intervention in support of th
plaintiffs. The Purchaser has joined the proceesling a third party intervention in support of CAG.

Among other things, these actions request the towet aside shareholder resolutions passed at the
extraordinary general meeting held on July 30 ahd2804 based on allegations that include the adleg
violation of procedural requirements and informatights of the shareholders.

In a related matter, twenty-seven minority sharééd filed lawsuits in May and June of 2005 in the
Frankfurt District Court (andgericht) contesting the shareholder resolutions passgeatnnual general
meeting held May 19-20, 2005, which confirmed thgotutions passed at the July 30-31, 2004
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extraordinary general meeting. The Frankfurt Dist@ourt (Landgericht) has suspended the proceedings
regarding the resolutions passed at the JulgB3@®004 extraordinary general meeting describedeabs long ¢
the lawsuits contesting the confirmatory resoluiane pending. In addition, on May 9, 2005, onearity
shareholder brought forward an additional actiothwhe Frankfurt District Courtl(andgericht) and requested
the court rule that the shareholder resolutionsqrat the extraordinary general meeting on JW813@2004
were void based on allegations that certain fomaalirements necessary in connection with theatioih to the
extraordinary general meeting had been related dttion has not been suspended.

Further, on August 2, 2004, two minority sharehmddastituted public register proceedings
with each of the Kénigstein Local CourBttsgerich) and the Frankfurt District Courti@andgericht), both
with a view to have the registration of the DominatAgreement in the Commercial Register deleted
( AmtsléschungsverfahrénThese actions are based on an alleged violafipnocedural requirements at the
extraordinary general meeting, an alleged undetai@gation of the Purchaser and Blackstone andlageu
misuse of discretion by the competent court wipeet to the registration of the Domination Agreetrie the
Commercial Register. In April 2005, the court opepls rejected the demand by one shareholderjtorative
relief, and in June 2005 the Frankfurt District @dluLandgericht) ruled that it does not have jurisdiction over
this matter. The claims in the Kénigstein Local @quAmtsgerichj are still pending.

Based upon information available as of the datidisfdocument, the outcome of the foregoing prowegd
cannot be predicted with certainty. Except for @i@rchallenges on limited grounds, the time petaodring
forward challenges has expired.

The amounts of the fair cash compensatigbffndung) 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 us. Several minorigrsholders of CAG initiated special award procegslin
seeking the court's review of the amounts of tlirecish compensationAbfindung) and of the guaranteed fixi
annual paymentAusgleich) offered under the Domination Agreement. As a ltesfithese proceedings, the
amount of the fair cash consideration and the gueeal fixed annual payment offered under the Dotitina
Agreement could be increased by the court so thatiaority shareholders, including those who haleady
tendered their shares into the mandatory offerteave received the fair cash compensation coulddhée
respective higher amounts. This could reduce thddihe Purchaser can make available to Celanésitgsan
subsidiaries and, accordingly, diminish our abitdymake payments on our indebtedness. Howevecine
dismissed all of these proceedings in March 200thergrounds of inadmissibility. The dismissal basn
appealed.

In February 2005, a minority shareholder also bhvaglawsuit against the Purchaser, as well asmadio
member of CAG's board of management and a formenbreeof CAG's supervisory board, in the Frankfurt
District Court (Landgericht). Among other things, this action seeks to unvihreltender of the plaintiff's shares
in the Tender Offer and seeks compensation for damauffered as a consequence of tendering simattes i
Tender Offer. The court ruled against the plaintifthis matter in June 2005. The plaintiff appédatgis decisiol
with respect to the Purchaser and the former mewitthe CAG board of management; however, witheesfn
the former member of the CAG supervisory board pllaatiff has accepted the court's ruling.

Based upon the information as available, the ougcofrihe foregoing proceedings cannot be predisitud
certainty.

Other Matters

As of June 30, 2005, Celanese Ltd. and/or CNA hhgjglj Inc., both our U.S. subsidiaries, are defetsdan
approximately 680 asbestos cases. Because mahgsa tases involve numerous plaintiffs, we areestibp
claims significantly in excess of the number oluatttases. We have reserves for defense costedatatlaims
arising from these matters. We believe we do neélzay significant exposure in these matters.
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Item 2.  Unregistered Sales of Equity Securitiesnd Use of Proceeds

On April 7, 2005, the Company issued 99,377,884eshaf Series A common stock to the holders ofeSeri



B common stock upon the conversion of such SeriesrBmon stock into Series A common stock. The
conversion, which was in accordance with the Comiisa®econd Amended and Restated Certificate of
Incorporation, did not involve a public offeringdawas exempt from registration pursuant to Sec3i@)(9) of
the Securities Act of 1993, as amended.

Item 3. Defaults Upon Senior Securities
None.
Item 4. Submission of Matters to a Vote of Secity Holders

The 2005 annual meeting of shareholders of Celanaséeld on June 1, 2005. At that annual meeting,
each of the following directors was elected to eexthree-year term to expire at the 2008 annuetingeof
shareholders: Dr. Hanns Ostmeier, James Quell®antl S. Sanders. The terms of the following doec
continued after the 2005 annual meeting: John MbBeh, James Barlett, Chinh E. Chu, Benjamin dkibes,
Dr. William H. Joyce, Anjan Mukherjee, Paul H. OINeand David N. Weidman.

Matters Submitted Broker
For Shareholder Vote For Against Withheld  Abstentions Non-Votes
1. Election of Class | Director
Dr. Hanns Ostmeie 37,339,95 N/A 8,460,92. N/A N/A
James Quell 37,232,37 N/A 8,568,51. N/A N/A
Daniel S. Sandel 43,227,00 N/A 2,573,87 N/A N/A
2. Ratification of KPMG LLP as 44,671,53 1,116,34¢ N/A 13,000 N/A

the Company's independent
registered public accounting firm
for the fiscal year ending
December 31, 20(

N/A — Not Applicable

Item 5. Other Information
None.

Item 6. Exhibits

Exhibit
Number  Description
3.1 Second Amended and Restated Certificate of Incatjmor of Registrant (incorporated by reference
to Exhibit 3.1 to the Registrant's Current Reparform 8-K (File No. 001-32410) filed with the
SEC on January 28, 200

3.2 Amended and Restated By-laws of Registrant (inaated by reference to Exhibit 3.2 to the
Registrant's Registration Statement on Form Sié¢ (ffo. 333 - ) filed with the SEC on April 13,
2005).

3.2 Certificate of Designations of Convertible Perpéfigferred Stock (incorporated by reference to
Exhibit 3.2 to the Registrant's Current Report om#8-K (File No. 001-32410) filed with the SEC
on January 28, 200!

4.1 Form of certificate of Series A common stock (immated by reference to Exhibit 4.1 to
Amendment No. 6 to the Registrant's Registrati@tedtent on Form S-1 (File No. 3320187) (the
"Form $-1") filed with the SEC on January 19, 20t
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Exhibit
Number

Description

4.2

4.3

4.4

10.1

10.2

12

31.1

31.c

32.1

32.2

Form of certificate of Convertible Perpetual PreddrStock (incorporated by reference to Exhibit
to Amendment No. 5 to the Forn-1 filed with the SEC on January 13, 20!

Second Amended and Restated Shareholders' Agreetaged as of January 18, 2005, among
Celanese Corporation, Blackstone Capital Partr@@agran) Ltd. 1, Blackstone Capital Partners
(Cayman) Ltd. 2, Blackstone Capital Partners (Caynh4d. 3 and BA Capital Investors Sidecar
Fund, L.P. (incorporated by reference to Exhibitl1® the Form 8-K (File No. 001-32410) filed
with the SEC on January 28, 20(

Amended and Restated Registration Rights Agreerdated as of January 26, 2005, among
Blackstone Capital Partners (Cayman) Ltd. 1, Bltmhe Capital Partners (Cayman) Ltd. 2,
Blackstone Capital Partners (Cayman) Ltd. 3, BAi@hfnvestors Sidecar Fund, L.P. and Celanese
Corporation (incorporated by reference to Exhili2lto the Form 8-K (File No. 001-32410) filed
with the SEC on January 28, 20(

Offer letter agreement, effective as of April 1080between David A. Loeser and Celanese
Corporation (incorporated by reference to Exhibi2R to the Form 1@ filed with the SEC on Ma
16, 2005)

Offer letter agreement, effective as of April 1808, between Curtis S. Shaw and Celanese
Corporation (incorporated by reference to Exhibi2B to the Form 1@ filed with the SEC on Ma
16, 2005)

Computation of ratio of earnings to fixed chardgéded herewith)

Certification of Chief Executive Officer pursuant$ection 302 of the Sarbanes-Oxley Act of 2002
(filed herewith)

Certification of Chief Financial Officer pursuamnt $ection 302 of the Sarbanes-Oxley Act of 2002
(filed herewith)

Certification of Chief Executive Officer pursuant$ection 906 of the Sarbanes-Oxley Act of 2002
(filed herewith)

Certification of Chief Financial Officer pursuamnt $ection 906 of the Sarbanes-Oxley Act of 2002
(filed herewith)

PLEASE NOTE: It is inappropriate for readers tousss the accuracy of, or rely upon any covenants,
representations or warranties that may be contamagdreements or other documents filed as Exhiibjter
incorporated by reference in, this Quarterly Repdny such covenants, representations or warrantesshave
been qualified or superseded by disclosures cardamseparate schedules or exhibits not filed with
incorporated by reference in this Quarterly Repogy reflect the parties' negotiated risk allogafiothe
particular transaction, may be qualified by matéyigtandards that differ from those applicablegecurities
law purposes, and may not be true as of the datésoQuarterly Report or any other date and maguigect to
waivers by any or all of the parties. Where exkilaihd 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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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisd th
report to be signed on its behalf by the undersighereunto duly authorized.

CELANESE CORPORATION



By: /s/ David N. Weidman

Name: David N. Weidma
Title: President and Chief Executive Officer
Date: August 12, 200!

By: /s/ Corliss J. Nelson

Name: Corliss J. Nelsc
Title: Executive Vice President and Chief
Financial Officer
(Principal Financial Officer)
Date: August 12, 200!
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Exhibit 12
CELANESE CORPORATION
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
Successor Predecessor
Six Months Three Months Three Months Three Months
Ended Ended Ended Ended
June 30, 2005 June 30, 2005 June 30,2004 March 31, 2004
Earnings:
Earnings (loss) from continuing operations
before tax and minority intere 14¢€ 12: (1049 72
Less:
Equity in net earnings of affiliate 27 (12 (18) 12
Plus :
Income distributions from equity
investmentt 46 10 6 15
Amortization of capitalized intere 3 1 2 2
Total fixed charge 277 84 137 16
Total earnings as defined before combined
fixed charge: 44E 20€ 23 93
Fixed charges:
Interest expens 244 68 13C 6
Capitalized interes 2 1 1 3
Estimated interest portion of rent expe 12 6 6 7
Cumulative undeclared and declared preferred
stock dividend: 4 2 — —
Guaranteed payment to minority shareholc 15 7 — _
Total combined fixed chargt 271 84 137 16
Ratio of earnings to combined fixed char(®) 1.6 2.5 0.2 5.8

(1) Earnings were insufficient to cover combined fixadirges by $114 million for the three months entlete 3C
2004.




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 quarterly report on Fo®rQ of Celanese Corporation;

2. Based on my knowledge, this quarterly repogsdoot contain any untrue statement of a matexéldr
omit to state a material fact necessary to makstdtements made, in light of the circumstancegund
which such statements were made, not misleadirfgnegpect to the period covered by this quarterly
report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this qteaty
report, fairly present in all material respectsfihancial condition, results of operations andhcisws of
the registrant as of, and for, the periods preskint¢éhis quarterly report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAiteds 13a-15(e) and 15d-15(e)) for the registaauit
we have:

(a) designed such disclosure controls and proesdor caused such disclosure controls and proesdur
to be designed under our supervision, to ensutenthaterial information relating to the registrant,
including its consolidated subsidiaries, is madeviam to us by others within those entities,
particularly during the period in which this qualyereport is being prepared;

(b) [Reserved]

(c) evaluated the effectiveness of the regissatisclosure controls and procedures and presantais
quarterly report our conclusions about the effextass of the disclosure controls and procedures, as
of the end of the period covered by this reporebdam such evaluation; and

(d) disclosed in this report any change in théstegnt's internal control over financial reportias
defined in Exchange Act Rules 13a-15(f) and 15d)18{at occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) that ha
materially affected, or is reasonably likely to ev@lly affect, the registrant's internal contreko
financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterha
control over financial reporting, to the registfarguditors and the audit committee of registrdrgard of
directors (or persons performing the equivalentfiams):

(a) all significant deficiencies and material weagses in the design or operation of internal obotrer
financial reporting which are reasonably likelyatdversely affect the registrant's ability to regord
process, summarize and report financial informatord

(b) any fraud, whether or not material, that imesl management or other employees who have a
significant role in the registrant's internal cahtver financial reporting.

Date: August 12, 2005



/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 2003

I, Corliss Nelson, certify that:

1. | have reviewed this quarterly report on Fo®rQ of Celanese Corporation;

2. Based on my knowledge, this quarterly repogsdoot contain any untrue statement of a matexéldr
omit to state a material fact necessary to maksttements made, in light of the circumstancegund
which such statements were made, not misleadirfynegpect to the period covered by this quarterly
report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this qteaty
report, fairly present in all material respectsfihancial condition, results of operations andncisws of
the registrant as of, and for, the periods preskint¢his quarterly report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitds 13a-15(e) and 15d-15(e)) for the registaauit
we have:

(a) designed such disclosure controls and proesdor caused such disclosure controls and proesdur
to be designed under our supervision, to ensutenthgerial information relating to the registrant,
including its consolidated subsidiaries, is madevkm to us by others within those entities,
particularly during the period in which this qualyereport is being prepared;

(b) [Reserved]

(c) evaluated the effectiveness of the regissafisclosure controls and procedures and presentbis
quarterly report our conclusions about the effextass of the disclosure controls and procedures, as
of the end of the period covered by this reporebdam such evaluation; and

(d) disclosed in this report any change in théstegnt's internal control over financial reportifas
defined in Exchange Act Rules 13a-15(f) and 15d)18{at occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) that ha
materially affected, or is reasonably likely to srélly affect, the registrant's internal contreko
financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterha
control over financial reporting, to the registrarsuditors and the audit committee of registrdrdard of
directors (or persons performing the equivalentfiams):

(a) all significant deficiencies and material weegses in the design or operation of internal cbotrer



financial reporting which are reasonably likelyatdversely affect the registrant's ability to record
process, summarize and report financial informatod

(b) any fraud, whether or not material, that imesl management or other employees who have a
significant role in the registrant's internal cahtover financial reporting.

Date: August 12, 2005

/sl Corliss Nelson
Corliss Nelson
Chief Financial Officer

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 Quarterly Report of Celan€seporation (the " Company on Form 10-Q for the period
ending June 30, 2005 as filed with the SecuritresEBxchange Commission on the date hereof (thgobR¥), I,
David N. Weidman, President and Chief Executived@ffof the Company, hereby certify, pursuant tdJ18.C
Section 1350, as adopted pursuant to Section 90&dbarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requiremesitsection 13(a) or 15(d) of the Securities ExgjeAct
of 1934; and

2. The information contained in the Report faphgsents, in all material respects, the finana@aldition and
results of operations of the Company.

Date: August 12, 2005

/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 Quarterly Report of Celan€seporation (the " Company on Form 10-Q for the period
ending June 30, 2005 as filed with the SecuritresEBxchange Commission on the date hereof (thepbR®), I,
Corliss Nelson, Executive Vice President and ChRia&ncial Officer of the Company, hereby certifyurguant ti
18 U.S.C. Section 1350, as adopted pursuant taoBe@®6 of the Sarbanes-Oxley Act of 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 faphgsents, in all material respects, the finan@aldition and
results of operations of the Company.



Date: August 12, 2005

/sl Corliss Nelson
Corliss Nelson
Executive Vice President and Chief Financial Office

End of Filing
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