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MANAGEMENTS  DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

OVERVIEW
We are global manufacturer of differentiated organic chemical products and of inorganic
chemical products Our products comprise broad range ©f chemicals and formulations which we
market globally t© diversified group of consumer and industrial customers Our products are used in
wide rgnge ©f applications including  those in the zdhesives aerospace automotive construction
products durable and non-durable consumer products electronics medical packaging paints and

coatings power generation refining synthetic fiber texile chemicals and gye industries We are
leading global producer N many ©f our key product lines including MDI amines surfactants epoxy-
based polymer formulations textiie chemicals dyes ™Maleic gphydride and titanium  dioxide Our
administrative research and  development and  manufacturing operations are primarily conducted  at
faciliies  located in 25 countries We employed approximately 12600 associates worldwide at

December 31 2008

We operate iN five segments Polyurethanes Advanced pjaterials Textile gfects Performance
Products and pigments Our Polyurethanes Advanced Materials Textile Effects and Performance
Products gsegments produce differentiated g ganic chemical products and our Pigments segment
produces inorganic chemical products 0 series of transactions  completed M 2006 and 2007 we sold

substantially 2! of OUr pglymers and Base Chemicals gperations We report the results from these

discontinued operations " our polymers and Base Chemicals gegments FOr more information see
Note Discontinued Operations to our consolidated financial statements included elsewhere in this
report

Growth in our Polyurethanes Advanced materials and Textile Effects segments has been driven by

the continued substitution of our products fOr other materials across broad range ©f applications as

well  as py the level of g5pa) economic activity Historically demand for many of these products has
grown at rates in excess Of GDP growth " Polyurethanes t™is growth particularly in Asia has in
recent years resulted  in jmproved demand  and higher industry capacity utilization rates for mgny of our
key products including MDI However new capacity combined with  slower global demand has reduced

capacity utilization in 2008

In our Performance Products gegment demand for our performance specialties  has generally

continued to grow at rates in excess of GDP as overall demand s significantly influenced by new

product and  gppiication development Demand for most of our performance intermediates has grown

in ine with GDP 4, o\ih Over time demand for maleic gnhydride has grown at rates that

generally
siighty  exceed GDP growth However given it= dependence on the UPR market which heavily

influenced by construction end markets Maleic anhydride demand can be cyclical

demand for titanium dioxide pigments has grown

Historically at rates gpproximately equal t©

global GDP growth Pigment prices have historically reflected  jnqustry-wide operating rates but have

typically lagged behind movements in these rates by yp to twelve months due to the effects of product

stocking @4 gestocking by customers and producers contract arrangements aNd  seasonality The
industry  experiences SOMe seasonality in its sales because sales of paints the largest end use for
titanium dioxide generally peak during th® spring and summer months in the northern hemisphere

sales volumes in the second and third of the

This results in greater quarters

year

We are currently operating 1N difficuit  worldwide economic environment iNn an of our businesses

As we enter 2009 chemical industry conditions remain challenging as result of the economic

global
and financial turmoil pyring the fourth guarter ©f 2008 We experienced significant declines in selling

these difficult economic conditions

prices and sales volumes for many ©f our products and  we

expect

to continue in the short-term As result of the recent decline in _ g prices We recognized charge
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Additionally for the year ended December 31 2008 EBITDA was higher by $21 million due to

favorable adjustments to the oy ¢raordinary gain ON acquisition of our Textile Effects business

$14 million g5, recorded in the 2008 period compared to $7 million loss in the 2007 period For

more information ,ogarding the extraordinary gain associated with our June 30 2006 ,cquisition of
Cibas textile effects pusiness the Textile Effects Acquisition see Note Business Dispositions and
CombinationsTextile Effects  Acquisition '© our consolidated  financial statements included elsewhere

in this report These increases in EBITDA \were offset somewhat by $19 million increase in

unallocated foreign exchange losses loss of $31 million in 2008 compared to loss of $12 million in
2007 an increase of $14 million in losses from our Australian styrenics business and $10 million
decrease in joncontrolling interests in subsidiaries loss In addition the increase in Corporate and

Other gsegment EBITDA was offset py an $11 million g,in recorded in 2007 in connection with the
U.K  Petrochemical pisposition ~and  $69 million gain recorded in 2007 in connection with the sale of
our former U.S butadiene and MTBE business For more information see NoOte Business
Dispositions ~and CombinationsSale of U.S Butadiene and MTBE Business (0 our consolidated

financial statements included  elsewhere in this report

Polymers

The operating results of our North American polymers business are classified as discontinued
operations and accordingly the revenues of this pusiness are excluded from revenues for an periods
presented The EBITDA of our North American polymers business i included in the polymers segment

EBITDA  for an periods presented

For the year ended December 31 2008 Polymers segment EBITDA increased to $3 million gas
compared With loss of $197 million in the 2007 period The EBITDA  1oss in the 2007 period resulted
primarily ffOM the $233 million loss recorded in connection with the North American Polymers

Disposition The EBITDA in the 2008 period resulted from ,roperty tax settlements  and post-closing

adjustments to the loss ON Gigposal FOF More jnformation see NoOte Discontinued Operations
North  American Polymers Business to our consolidated financial statements included elsewhere in this
report

Base Chemicals

The operating results of our base chemicals pusiness are classified as discontinued operations and
accordingly the revenues of this business are excluded from revenues for an periods presented The

EBITDA of our base chemicals business = included in the Base Chemicals segment EBITDA  for an

periods presented

For the _ .. ended December 31 2008 Base Chemicals segment EBITDA  increased  to
$183 million as compared with loss  of $130 million in the 2007 period This increase in Base
Chemicals segment EBITDA resulted from $175 million of income related to  partial fire insurance

settlement  for the Port Arthur fire and ggjustments to the losses recorded in connection with the U.S
Base Chemicals pisposition and the U.K petrochemicals Disposition FOr more information see
Note 24 casualty Losses and Insurance Recoveries Note Discontinued QOperationsU.S Base
Chemicals Business and European Base Chemicals and pglymers BUSINess to our consolidated

financial statements included elsewhere in this report

Year Ended December 31 2007 Compared to Year Ended December 31 2006

For the yegr ended December 371 2007 the net loss attributable t© Huntsman Corporation was

$172  million on revenues ©of $9651 milion compared Wwith net income attributable to Huntsman
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Legal Proceedings

For  discussion of legal proceedings see NOt@ 22 Commitments and contingenciesLegal

Matters to our consolidated financial statements included elsewhere in this report
Environmental Health and safety Matters

For discussion of environmental health and safety matters see Note 23 genvironmental Health
and safety Matters to our consolidated financial statements included elsewhere in tis report

RECENTLY  ISSUED ACCOUNTING PRONOUNCEMENTS

For discussion of recently iSSued accounting pronouncements see NOte Summary of
Significant  Accounting PoliciesRecently Issued  Accounting Pronouncements to our consolidated
financial statements included elsewhere in this report

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements and related disclosures in conformity with accounting

principles generally accepted N the U.S (equires management make judgments estimates and

assumptions that affect the reported amounts in the consolidated financial statements OuUr significant
accounting policies are summarized in Note Summary of significant Accounting Policies 0 our
consolidated financial statements included elsewhere in this report Summarized below are our critical

accounting policies

Casualty Losses and Insurance Recoveries
PORT ARTHUR TEXAS PLANT FIRE

On April 29 2006 our Port Arthur Texas olefins manufacturing plant which we sold in November
2007 experienced major fire With the oy ception of cyclohexane operations at the gjte Which were

restarted in June 2006 the at the site were shutdown until the fourth guarer ©f 2007 The

operations
Port Arthur manufacturing plant = covered py property damage and business  interruption Insurance
With respect '© coverage fOr this outage the deductible for property damage ‘= $10 million and

business interruption coverage does not apply for the first 60 days subject to combined deductible for

property damage and business interruption  ©f $60 million

Through December 31 2008 We received partial recovery advances on this loss totaling
$365 mMillion including  $40 million received  in December 2008 We have claimed an additional
approximately $235 million as of December 31 2008 as presently due and owing and ynpaid under the

insurance for losses caused py the fire @0 anticipate filing additonal  claims On December 29

policy
2008 we reached partial Settlement with certain of the Reinsurers the Partial Fire Insurance
Settlement whereby We received partial ¢laim reimbursement of $40 million and we and the
Reinsurers agreed t© dismiss all jegal SYits arising from this insured loss and to participate in
non-binding mediation scheduled to occur N Fepruary 2009 and if the pon-binding Mediation s not
successful in binding arbitration targeted to occur in the Ilater half of 2009 Also as part of the Partial
Fire Insurance sSettlement the Reinsurers that are parties to such agreement agreed that none of their

million of the $365 million of advances received to date are

respective portion ©" $340 partial recovery
refundable those iNsurers (epresenting the other $25 million 500 received to date were not

required to enter iNto this ggreement because their coverage limits had been exhausted at much lower

levels
Through December 37 2008 we had recorded $190 million of ,gpair and maintenance  costs and
fixed costs incurred during the business nterruption period and had  recognized N earnings

Corresponding amount of the partial recovery amounts Prior to the Partial Fire Insurance Settlement
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of

Huntsman corporation and subsidiaries

We have audited the accompanying consolidated balance sheets of Huntsman Corporation and

subsidiaries the Company as of December 31 2008 and 2007 and the related consolidated

statements of operations and  comprehensive loss income equity and cash flows for each of the three
years in the peariod ended December 31 2008 These financial statements are the |ogponsibility of the
Companys management Our responsibility = '© express an opinion on the financial statements based

on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting

Oversight Board United States Those  standards require that We .., and perform the audit to obtain

reasonable assurance about Whether the financial statements are free of material misstatement AN
audit includes examining ©n test basis evidence g,pporting the amounts and disclosures in the
financial statements AN audit also includes assessing the accounting principles used and significant
estimates made py management as Well as evaluating the overall financial statement presentation We

believe that our audits provide reasonable basis for our opinion

In our opinion such consolidated financial statements present fairly in an material respects the
financial position of Huntsman Corporation and subsidiaries as of December 347 2008 and 2007 and
the results of their gperations and their cash flows for each of the three __  in the period ended

December 31 2008 in conformity With accounting principles generally accepted N the United States of

America

As discussed in Note and 19 to the consolidated financial gtatements the Company adopted

certain 5 5yisions  ©f FASB statement NO 158 Employers Accounting for Defined Benefit Pensions and
Other Postretirement Plans on each of December 31 2006 and january 2008 and FASB

Interpretation NO 48 Accounting for Uncertainty in Income Taxesan interpretation Of FASB statement
NO 109 on Jsanuary 2007

AS discussed in Note and 30 to the consolidated financial statements Such statements have been

adjusted for the (gouospective application of FASB sStatement NO 160 Noncontrolling Interests in

Consolidated Financial Statementsan amendment o ARB NO 51 which was adopted by the Company

on January 2009 and for the changes " reportable segments that occurred in the first gquarter ©f
2009

We have also audited in accordance with the standards of the Public Company Accounting

Oversight Board yUnited States the Companys internal control over financial reporting as of

December 31 2008 based on the criteria established in Internal Controlintegrated Framework issued
py the Committee of Sponsoring Organizations ©f the Treadway Commission and our report dated
February 25 2009 expressed an unqualified  opinion ©on the Companys internal control over financial
reporting

Is DELOITTE TOUCHE LLP

Houston Texas

February 25 2009 July 28 2009 as to the effects of the adoption of FASB statement No 160

Noncontrolling Interests in Consolidated Financial Statementsan amendment of ARB No 51 described

in Note and the changes " reportable segments described in Note 30
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HUNTSMAN CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

GENERAL continued

executed merger agreement with Basell On July 2008 we countersued Hexion and Apollo in the

Delaware Litigation seeking specific performance of the pMerger Agreement and aiternatively damages

Following six-day trial in the Delaware Chancery Court Vice Chancellor Stephen Lamb issued
an Opinion and gn Order and Final Partial Judgment ruling that among ©ther things we had not
suffered material adverse effect in our business and that Hexion knowingly and intentionally breached
numerous of is covenants under the Merger Agreement as result of which Hexions liability for
damages  TOT faiing o CONsSUMMate the perger Would not be limited to the $325 million Termination
Fee as provided N the Merger Agreement Vice Chancellor Lamb ordered Hexion to specifically
perform @= covenants under the Merger Agreement including ws covenants to use reasonable best
efforts to consummate the Merger and financing provided under the Commitment | otter i@ refrain
from iaking any further action that could reasonably be expected t© materially impair delay ©or prevent
consummation of financing and §jj take an actions necessary to Obtain antitrust approval for the

Merger by October 2008

On September 30 2008 we filed suit in the 9th Judicial District Court in Montgomery County
Texas against the Lenders alleging among other things that the Lenders had conspired With apollo t©

tortiously nterfere with the Basell Merger Agreement

As result of the Delaware | jiigation Hexion and our Company agreed t© schedule the osing ©f

the Merger Agreement for October g 2008 The Commitment Letter required that the Lenders be

provided at closing with either solvency opinion ©f reputable Valuation firm §i solvency
certificate signed by the chief financial officer of Hexion or §iii solvency certificate sighed by our
chief financial officer This closing condition could be satisfied ir any one of the opinions/certificates
described in the preceding sentence was delivered and was in form customary for transactions
involving portfolio companies of Apollo On September 12 2008 we announced that we had engaged

reputable Valuation  firm American  Appraisal '© provide @0 opinion that the combined Hexion

Huntsman entity was solvent based on traditional solvency tests ON October 23 2008 five days prior

to the gnticipated closing AMerican  Appraisal provided us With  solvency  opinion that the combined

entity was solvent On oOctober 28 2008 American Appraisal issued an additional opinion that the

combined entity Was solvent and Kimo Esplin executed certificate in his capacity as our chief

financial officer that the combined was solvent

entity

Notwithstanding 'he opinions and certificate yery 'ate On the evening of October 27 2008 the

Lenders sent letter to Hexion stating that they did not believe that the ggyency opinion and

certificate proposed t© be provided met the condition of the Commitment Letter and effectively Said
that as result the Lenders would not fund the proposed closing ©f the Merger Scheduled  for
October 28 2008 Hexion sent the Lenders reply 'etter gisputing the Lenders . iion and oiing
that both the American Appraisal opinion and the certificate of our chief financial officer were in
forms customary for transactions involving Apollo portfolio companies Because the Lenders continued

to refuse to fund Hexion prought SUit against the Lenders in the Supreme Court of the State of New
York New York county on October 5g 2008 geeking specific performance of the Lenders commitment
under the Commitment Letter Hexion also gought an Order (emporarily restraining the Lenders from

terminating the Commitment Letter On October 31 2008 the Court refused to ggne Hexion

preliminary injunction  preventing  termination of the Commitment Letter The Lenders have taken the

that the Commitment Letter py ®= terms on November 2008

position expired
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HUNTSMAN CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  continued

SUMMARY OF siGNIFICANT ACCOUNTING POLICIES continued
RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

iIn December 2008 the FASB issued FSP NoO Fas 132R-i Employers Disclosures about
Postretirement  geanefit Plan Assets This FSP provides guidance ©On an employers disclosures about pign
assets of defined benefit pension or other ,ggtretirement plan The disclosures about plan assets
required by this FSP are to be provided for fiscal yegrs ending after December 15 2009 We e

evaluating FSP NO FAS 132R-i to determine its impact on our consolidated financial statements

We adopted FSP NO FAS 1404 and FIN A6R-8 Disclosures py Public Entities Enterprises about
Transfers of Financial Assets and interests in Variable Interest gntities as of December 31 2008 This FSP
amends SFAS NO 140 Accounting for Transfers and Servicing of Financial  Assets and Egxtinguishments of
Liabilities to require public entities to provide additional disclosures about transfers of financial assets

1t amends FIN 46R Consolidation of Variable Interest Entities to require public enterprises to provide

additional disclosures about their involvement with variable interest entities It also ,gquires additional
disclosures py  public  enterprise  that s sponsor ©r servicer of qualifying special purpose entity
QSPE that holds variable interest in the QSPE but was not the transferor of financial assets to

the QSPE see Note 16 securitization of Accounts Receivable and Note 17 Fair Value
Measurements

In October 2008 the FASB issued FSP NO 157-3 Determining the Fair Value qf Financial Asset
When the Market o, That Asset s Not Active FSP 157-3 clarifies the application of SFAS NO 157 Fair

Value Measurements in market that s not active and provides examples to illustrate key
considerations in determining the fair value of financial asset When the market for that financial asset
s Nnot active This FSP became _tcciive and we adopted it ypon Ssuance  in October 2008

In May 2008 the FASB issued SFAS NO 162 The Hierarchy = Of Generally Accepted Accounting
Principles SFAS NO 162 identifies the sources of accounting principles and the framework for gelecting

the used in the preparation ©f financial statements of nongovernmental entities that are

principles
presented in conformity With GAAP in the U.S the GAAP hierarchy We adopted this statement
upon its effective date of November 15 2008 The effective date was stated as 60 days following the
Securities  and  gychange Commissions agpproval of the Public Company Accounting Oversight Board
amendments o AU section 411 The Meaning of Present g4y in Conformity With Generally Accepted

Accounting  Principles ~ and that gpproval occurred on geptember 16 2008

in March 2008 the FASB issuea SFAS No 161 Disclosures about Derivative |nstruments and
Hedging Activitiesan Amendment o FASB Statement 133 SFAS NO 161 requires  enhanced disclosures
regarding the effect of an egntitys derivative instruments and related phegdging activities on its financial
position financial performance and cash flows SFAS NO 161 . effective for fisca years and interim

periods beginning after November 15 2008 Early application ‘s encouraged We are evaluating SFAS

NO 161 to determine the impact of this statement on our consolidated financial statements

We adopted SFAS NO 14 Business Combinations Which replaced SFAS NO 141 Business
Combinations and SFAS NO 160 noncontroliing Interests  in Consolidated Financial Statementsan
amendment o;ARB NO s on January 2009 These statements significantly change e accounting for

business combinations and interests  Among ©ther things these statements require More

noncontrolling

assets gcquired and liabilities assumed  to be measured at fair value as Of the ,cquisiion date liabilities

related  to cgntingent consideration to be remeasured to fair value each subsequent  reporting period an

and interests

acquirer in preacquisition periods 10 expense 2! acquisition-related costs noncontrolling
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HUNTSMAN CORPORATION AND suBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

DISCONTINUED OPERATIONS continued

The following results of our former U.S base chemicals business have been presented as
discontinued operations in the zccompanying consolidated statements of operations dollars in

millions

Year ended December 31

2008 2007 2006
Revenues $181 474
Costs and expenses 206 463
Loss on disposal 146
Adjustment to loss 0N gigposal
Gain on partial fire insurance settlement 175
Operating income |oss 183 171 11
Income  tax expense benefit 68 62
Income |gss from  discontinued operations net of tax $115 $109 11

In connection with the U.S Base Chemicals Disposition We recognized pretax 105 ON gisposal  ©Of

$146 million in 2007 which included pension curtailment gain of $4 million During 2008 we
recognized an adjustment t© the loss on gisposal ©f $8 million related to sales and use tax settlement
and  postclosing adjustments N addition during 2008 Weé recognized $175 million gain from the
partial settlement of insurance claims related to the fire 4 our former Port Arthur Texas facility For

more information see NOte 24 Casualty LoOsses and Insurance Recoveries

The EBITDA of our former U.S base chemicals business = reported in our Base Chemicals

segment

NORTH AMERICAN POLYMERS BUSINESS

On August 2007 We completed the North  American Polymers Disposition The disposition
included  our former polymers manufacturing 2assets located at four U.S sites Odessa and Longview
Texas Peru illinois and Marysville Michigan In accordance with the amended and restated asset
purchase agreement With Flint Hills Resources We also shut down our Mansonville Quebec expandable

polystyrene  manufacturing facitity 11 June 2007
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HUNTSMAN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED

DISCONTINUED OPERATIONS continued

The following results of OUr Eyropean

as discontinued operations in the accompanying

millions

Revenues

Costs and expenses

Loss on disposal

Adjustment 1 I0Ss on disposal
Operating INcome  |oss
Income

tax  expense

Income loss from discontinued

In connection with the U.K Petrochemicals Disposition W€ recognized

$302 million in 2006 During 2007 we recorded

base

operations

FINANCIAL STATEMENTS Continued

chemicals and polymers business have been presented

consolidated statements of operations dollars in

Year ended
December 31
2007 2006
$_ 2524
2406
302
39
39 184
net of tax $39 218
pretax '0ss of
an adjustment to the loss on disposal of $39 million

related  primarily  to pension funding accrual and oot closing adjustments

The EBITDA  of our former European base chemicals pusiness = reported in our Base Chemicals
segment

In connection with the g5 We agreed to indemnify the puyer With | ospect to any losses rosuiting
from 4y environmental | i, related  to the pre-sale operations ©f the assets sold These indemnities
have various payment thresholds and time |imits depending on the site and type ©f claim Generally We
are Not required to pay under these indemnification obligations until claims against us exceed

0.1 million approximately  $0.2 million

aggregate WE also sgreed t© indemnify the buyer with respect O certain tax nabilties

individually

$2 million N the
Our maximum

or million approximately

exposure generally shal  not exceed $600 million in the aggregate We believe that the possibility that
we will be oquired to pay any significant amounts under any ©f the jndemnity provisions = remote
TDI BUSINESS

On July 2005 we sold our TDI business The sale involved the transfer of our I'DIl customer
and sales contracts We discontinued the use of our remaining TDI assets Our former TDI pusiness
has peen accounted for as discontinued operation under SPAS NO 144 and reported n our
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HUNTSMAN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

INVESTMENT IN UNCONSOLIDATED AFFILIATES cContinued

Summarized applicable financial information of our unconsolidated afriiate Huntsman shanghai

Isocyanate Investment BV as of December 31 2008 and 2007 and for the yess ended December 31
2008 2007 and 2006 i= presented PelOW dgollars in millions
2008 2007 2006

Current assets 85 $103

Noncurrent assets 346 349

Current liabilities 110 48

Noncurrent liabilities 154 266

Revenues 411 266 $69

Gross  profit 43 21 19

Net income 13

Summarized applicable financial information of our unconsolidated affiliates Louisiana Pigment

Company Arabian Amines company and International Polyurethanes Investments as of December 31

2008 and 2007 and for the ended December 31 2008 2007 and 2006

years = presented PeloW gojiars

N millions

2008 2007 2006
Assets $448 $281
Liabilities 142 38
Revenues 307 273 $334

Net income

During the year ended December 31 2008 we contributed  $44 million as our 50%

equity
contribution to our ethyleneamines manufacturing joint venture in Jubail  Industrial  Cijty Saudi Arabia
with  Zamil Group This joint Ventures funding requirements Wi be satisfied through combination of
debt and equity With the oquiyy already provided on 50/50 basis py us and Zamil Group The joint

venture obtained various loan commitments in the jggregate amount of gpproximately $195 million in

U.S dolar equivalents of which $45 million was drawn under short-term

December 31 2008 We have provided certain

bridge 108N oy, as of
guarantees ©f approximately $14 million for these
commitments which  win terminate upon completion of the project and satisfaction of certain

conditions W€ have estimated that the fair value of these guarantees was nil as of the gging date of

this transaction and accordingly nho amounts have been recorded This joint venture s accounted for

under the method

equity

71



——

‘”—

1)

3

[T}



HUNTSMAN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

OTHER NONCURRENT ASSETS continued

Amortization expense ©f catalyst assets for the

$12 illion $9 million and $7 mMmillion respectively

10 ACCRUED LIABILITIES

Accrued liabilities consisted of the following

Payroll Severance and related costs
Interest

Volume and rebate accruals
Income taxes

Taxes other than income taxes

Restructuring and ,ignt closing costs
Environmental accruals
Deferred gain on insurance recovery

Pension liabilities

Other postretirement benefits

Deferred reimbursement of Merger-related

Self-insured casualty '9Ss reserves

Other miscellaneous accruals

Total

years

ended

December

dollars '™ millions

73

costs

Continued

31 2008 2007

December

2008

$101
42
82
37
72

73

12

13

21

160

and 2006 was

31
2007

$142
42
89
23
79
76

137
11
14

100
19

148
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HUNTSMAN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED

FINANCIAL STATEMENTS Continued

15 DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES cContinued
enter into forward foreign currency hedges intended to hedge currency exposures AS of December 31
2008 and December 31 2007 we had no forward cyrrency hedges outstanding

On January 15 2008 Wwe entered into series of forward i, eign currency ¢contracts in our
Pigments segment t© partially hedge the jmpact for yp to one year of movements in foreign currency
rates associated with the pyrchases ©f raw materials and sales of pigment in non-functional currencies
As of December 31 2008 these contracts had notional  @amount of gpproximately $9 million and  were
designated as cash flow pedges As of December 31 2008 the fair value of these contracts was not
considered significant FOf the yegr ended December 31 2008 the effective orion ©f the changes M
the fair value was not significant With ineffectiveness of 31 million recorded as decrease in sales
$1 million recorded as reduction in cost of sales and foreign currency 'ess of $1 million

On October 24 2008 we unwound cross interest rate gwap pursuant to Which we had

currency

swapped ~ $153 million of LIBOR floating rate debt payments Tor 116 milion of EURIBOR ficating
rate debt payments THiS swap was NOt designated as  hedge for financial reporting purposes F©OF the
years ended December 31 2008 and 2007 we recorded  ioreign currency gain lOSs on this swap  of

$21 million and $17 million respectively

On oOctober 24 2008 we unwound

cross

in the consolidated

statement of operations

interest rate to which we had

currency swap pursuant

swapped $96 million of LIBOR ficating rate debt payments for 71 minion of EURIBOR floating rate
debt payments This swap Was designated s hedge ©f net investment for financial reporting
purposes We received cash benefit from the unwind of g3 million in the fourth gugrer Of 2008 For
the years ended December 31 2008 and 2007 the effective portion of the changes in the fair value  of
$14 million and P8 milion respectively Was recorded as income |gss in other comprehensive  loss
income with ineffectiveness of $2 million and nil respectively recorded in interest gyxpense ™ Our
consolidated statement of gperations

On juy 12 2007 we unwound cross currency interest rate gwap pursuant t© Which we had
swapped $31 million of 11.0% fixed rate debt for 25 million of 9.4% fixed rate debt The swap Wwas
Nnot designated as  hedge for financial reporting purposes We recorded an unrealized foreign currency
loss on this gwap of $2 million and $3 mMmillion respectively in our consolidated statements of operations
for the yeogars ©nded December 31 2007 and 2006

of our debt is

denominated

in euros W€ also finance certain ©of our hon-U.S

significant portion

subsidiaries  with jntercompany !oans that are in many cases denominated in currencies other than the
entities functional  currency We manage the net foreign currency exposure Created by this debt through
various means including cross-currency swaps the  gesignation of certain intercompany !0ans as
permanent loans because they are not expected to be repaid N the foreseeable future permanent
loans and the designation of certain debt and swaps as net investment hedges

Foreign currency transaction gains and losses on jntercompany !oans that are NoOt designated as
permanent loans are recorded in earnings Foreign currency transaction gains and losses on
intercompany loans that are gesignated as permanent loans are recorded in other comprehensive
income From time to time We review such gesignation ©f intercompany !oans

From time to time We review our Non-U.S dollar denominated debt and swaps to determine the

appropriate amounts designated as hedges AS

approximately
December 31 2008 we had approximately

205 million of euro-denominated

961 million

of December 31 2008 we have

designated

debt as of our net investments AS of

hedge

iNn nhet euro assets
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HUNTSMAN CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

19 EMPLOYEE BENEFIT PLANS continued

Our postretirement benefit plans provide fully insured Medicare Part plan including
prescription drug benefits affected py the Medicare Prescription Drug Improvement and
Modernization Act of 2003 the ACt We cannot determine whether the medical benefits provided by

our postretirement benefit plans are actuarially equivalent to those provided by the Act We do not

collect subsidy @Nd our net periodic postretirement benefits cost and related benefit  gpjigation do

not reflect an amount associated with the gypsidy

In September 2006 the FASB issued SFAS NO 158 Employers Accounting for Defined Benefit
Pension and Other Postretirement Plansan amendment of FASB statements No 87 88 106 and 132R

sFAS NO 1ss requires Us O recognize the overfunded or underfunded status of our defined benefit
postretirement plans other than multiemployer plans as an asset or jiabiliy 7' Our statement of
financial position @and to recognize changes N the funded status iN the yegr N which the changes occur
through comprehensive income We adopted certain  iouisions ©f SFAS No 158 on January 2008

Beginning With our fiscal yegr ended December 31 2008 SFAS NO 158 ,cquires that the gssumptions
used to measure our benefit obligations and annual expenses be determined 45 of the balance sheet

date and al plan assets be reported as of that date We used the second approach as described in
paragraph 19 of SFAS NO 158 to transition our measurement date from November 30 to December 31
under this approach we recorded charge to beginning retained earnings net of tax of $3 million as

of January 2008
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HUNTSMAN CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

22 COMMITMENTS AND CONTINGENCIES Continued

binding award to be entered by September 30 2009 the Reinsurers paid an additional $40 million
on the claim of the Company ©on December 29 2008 and ggreed that all monies paig py the

participating R€iNsurers on the claim to date  are nonrefundable the Company Wwaived s

noncontractual claims  ggainst the Reinsurers the first action referenced above win be stayed

final resolution and of judgment and the second action reference above will be

pending
dismissed Reinsurers

entry
responsible for small percentage of our remaining claim were nNot parties to the
two lawsuits and are NOt ores t© e agreement thus We may Meed  to pursue them separatety for
their pro rata shares of the unpaid claim Our Company has paid t= deductible on the claim of

$60 million and has been paid $365 million to date by the Reinsurers As of December 31 2008 our
Company has claimed an additional approximately $235 million as presently due and owing and unpaid

under the pgjicy for losses caused by the fire and  anticipates additional claims For more

filing
information see NOt€ 24 , ... Losses and Insurance RecoveriesPort Arthur Texas plant Fire

Other Proceedings

We are party t© various other proceedings instituted [y private  Plaintiffs governmental
authorities and others 4iiging under provisions ©f applicable laws including Various environmental

products liability and other laws pgycept as otherwise disclosed in this rgport We d0 NOt believe that

the outcome of gny of these matters win have material adverse effect on our financial condition
results of operations or Jliquidity
GUARANTEES

On september 19 2003 SLIC obtained secured financing for the construction of production
facilities SLIC obtained various committed loans in the ,y4regate amount of gpproximately

$230 million in U.S dollar equivalents AS of December 31 2008 there were $68 million and RMB
840 million gpproximately  $123 million iN outstanding ~ borrowings Under these  rfacilitios The interest
rate on these faciliies 1= LIBOR plus 0.48% for U.S dollar porrowings and 90% of the Peoples Bank
of China rate for RMB borrowings The loans are secured by substantially 2! the assets of SLIC and
will be pajg in 16 semiannual installments Of which 13 installments remain which pegan on June 30
2007 We ynconditionally guarantee 39% of 55y amounts due and ynpaid by SLIC under the loans
described above except for the VAT . .. which = not guaranteed OUr guarantee remains in effect
until SLIC has met certain conditions The conditions  outstanding include completion ©f the pyiiding

and equipment mortgage registrations Which are progressing as planned ~@nd  maintaining debt

service coverage 'atio of at least 11 at the time such registrations 2are completed We have estimated
that the fair value of this guarantee = nil as of the ¢osing ©f the transaction and accordingly "°

amounts have been recorded

Our unconsolidated Saudi Arabia joint venture With Zamil Group obtained various loan
commitments in the ,ygregate amount of approximately $195 million in U.S dollar gquivalents of
which $45 million was drawn under short term pridge !0@n racility as of December 31 2008 We have
provided certain guarantees of approximately $14 million for these commitments and our guarantees
win terminate upon completion ©f the project and satisfaction of certain other conditions We have
estimated that the fair value of such guarantees was nil as of the closing date of this transaction and

accordingly no amounts have been recorded

111







































HUNTSMAN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED

30 OPERATING SEGMENT INFORMATION

FINANCIAL STATEMENTS Continued

Continued

December 31

2008
Segment EBITDAL1
382
Polyurethanes
Advanced Materials 149
Textile Effects 33
Performance Products 278
. 17
Pigments
550
Corporate and Other2
Subtotal 1343
Polymers3
Base Chemicals3 183
Total 1529
Interest expense net 263
Income tax expense benefitcontinuing operations 190
Income tax expense benefitdiscontinued operations 69
Depreciation and amortization 3908
Net income |oss attributable to Huntsman Corporation 609
Depreciation and Amortization
153
Polyurethanes
Advanced wMaterials 39
Textile Effects
Performance Products 69
. 91
Pigments
Polymers
Base Chemicals
38
Corporate and Other2
Total 398
Capital Expenditures
109
Polyurethanes
Advanced Materials 31
Textile Effects 50
Performance Products 149
Pigments 69
Polymers
Base Chemicals
1
Corporate and Other2 o
Total 418

124

2007

592
158

41
202

51
342
702

197
130
375
286

12
140

413
172

150

41

62
90
22
11

35

413

120
34
55

148

104
12

177

15

665

2006

583
142

12
208

62

996

86

1031
351
50
35
465

230

142
47

54
78
45
58

41

465

82
37
15
89
40

209
61

17

550
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MARKET FOR REGISTRANTS COMMON EQuUITY RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

MARKET INFORMATION AND HOLDERS

Our common stock is listed on the New York Stock Exchange under the symbol HUN As of

February 13 2009 there were approximately 136 stockholders of record and the closing price ©f our

common stock on the NEW York Stock Exchange was $2.91 per share

The reported high and low sale prices ©f our common stock on the New York Stock Exchange for

each of the set forth below are as follows

periods
Period High Low
2008
First Quarter $25.71 $22.35
Second Quarter 23.95 9.81
Third Quarter 14.48 7.01
Fourth Quarter 14.50 2.82
Period High Low
2007
First Quarter $21.92 $18.74
Second Quarter 24.39 18.40
Third Quarter 28.40 22.24
Fourth Quarter 27.00 23.60
DiVIDENDS

On March 31 2008 June 30 2008 september 30 2008 and December 31 2008 we paid dividends
of approximately $23 million each for total of $93 million or $0.10 per share each to common
stockholders of record as of March 14 2008 June 16 2008 September 15 2008 and December 15
2008 respectively ON March 30 2007 June 29 2007 September 28 2007 and December 31 2007 we
paid cash dividends of approximately $22 million each for totar of $88 millionor $0.10 per Share
each to COMMON stockholders of record as of March 15 2007 June 15 2007 september 15 2007 and

December 15 2007 respectively

PURCHASES OF EQUITY SECURITIES BY THE COMPANY

Neither we nor gany affiliated issuer as such term = defined in Rule IOb-18a3 promulgated
under the Securites Exchange ACt of 1934 as amended made gny purchase ©f our equity Securities

during the fourth of the fiscal yegr ended December 31 2008

quarter
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STOCK PERFORMANCE GRAPH
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Huntsman is among the worlds largest global manufacturers of differentiated

chemical products We also manufacture inorganic and commodity chemical

products We are supplier to such essential industries as aerospace agricul
ture gapparel automotive construction products durable and non-durable CON
sumer products electronics medical packaging paints @'d coatings power
generation  refining synthetic fiber technical and hometextiles Our employees
dedication to the highest standards of safety environmental stewardship Man

ufacturing excellence and customer service drive the success of our business

Polyurethanes

We . leading  global Manufacturer  and marketer of  broad (ange

of polyurethane

including MDI' products propylene oxide polyols and thermoplastic polyurethanes

are used to produce rigia fOAMS to deliver |eading edge insulation

flexible foams for

cushioning and acoustic products as well as in coating adhesive sealant

We operate five primary Polyurethanes manufacturing facilities in the U.S Europe and China We aiso

operate 12 Polyurethanes  formulation faciliies which gre located close to our worldwide

Advanced Materas
Our Advanced Materials division is leading  global ~Manufacturer

advanced epoxy acrylic and polyurethane based polymer products

and systems that are used to address customer gpecific heeds in

consumer applications W€ operate 13 synthesis and formulating

Textfe Effects

of technologically

on formulations

dyes and chemicals

towards  researching and

Huntsman textile Effects is the leading  giobal  provider of high-quality
texiite and related jndustries Our textile competence is dedicated
oping excellent solutions to create innovative products and technologies with

intelligent effects

more sustainable planet With operations in 110 countries and 13 manufacturing

our 10000 customers around the world 5 assured of fast and

expert
added cost advantages
Performance Products
Our Performance Products division = organized around  three business

groups performance

cialties performance intermediates and maleic anhydride and licensing

consumer and industrial end markets W€ gperate 15 Performance

in North America Europe and australia and are leading  global  producer

the markets in which we compete

Pgments

We are global leader in the manufacture and marketing ©of titanium
used to impart whiteness brightness and opacity to products such
inks fibers and ceramics We manufacture titanium  dioxide pigment
sulfate-based 5nyfacturing processes W€ have titanium  dioxide

in North America Europe Asia and Africa

Global Headquarters

Huntsman  porporation 10003  Wwoodloch Forest Drive
The woodlands  Texas 77380 USA

Telephone 1-281-719-6000 Fax 1-281-719-6416

www.hunplexorgiva.pro

Copyright 2009 Hurntsman  corporation or an amia=s  thereof At .. reserved

The use o the symbo nerein gnmes e ugaaon o the associated  wademark  in one or MOrE but not an countries

dioxide Wwhich
as paints plastics

using both chloride-based and
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