ATTACEMENT F

Demonstration that Rohm and Haas Chemicals meets one of the six financial criteria set forth in
Part 451.110{2)(1-6) of the Coramission’s Regulations.

1, The appticant maintoins at least one of the following commerclal paper ratings: A-2 or higher from
Standard & Foor’s or its successor, P-2 or higher from Moody's Investors Service or its successor, or F-2 or
higher from Fitch Ratings or ifs successor; or ot least one of the following long-term credit ratings: BBB- or
higher from Standard & Poor’s or ils successor, Baa3 or higher from Moody’s Investors Service or its
successer, or BBB- or higher from Fitch Ratings or its successor. The applicant shell provide with its
application a copy of the ratings agency reports that present the ratings of the applicant.

2, The applicant mafntains o borrowlng agreement with an affiliate.!
3. The obligations of the applicant to unaffillated companies arising from the acquisition of electric

energy that can be delivered to retail customers in the State of Illinois, for sole, lease or in exchange for other
value recelved, are covered under a gearantee, payment bond, or Jetter of credit.?

! The affiliate must have at least one of the following commercial paper ratings: A-2 or higher from Standard

& Poor's or its successor, P-2 or higher from Moody*s Investors Service or its successar, ar F-2 or higher from Fitch
Ratings or its successor; or at least ane of the following long-term credit ratings: BBB- or bigher from Standard &
Poor's ot ils successor, Baa3 or higher from Moody's Tnvestors Service or its successor, or BEB« or higher from
Fitch Ratings or fts successor

The amount of credit avallable to the applicant under the bormwing agreement shall be na less than the grenter of
$500,000 or 5% of the amount of the applicant's revenue for iis most recently completed fiscal year That amount of
revenue must appenr in the applfcant’s centified financinl statements, ot thase of the applicant's parent, that have
received an accountant's report that certliies those financial statements to be free of material misstatement. 1f the
applicant s using the certified financial statements of its parent, the amount of eredit available under the borrowing
apreement shail be determined using the applicable revenue amount from the segment information section af the
certified financial statements of the applicant's parent.

o [Fthe applicant is listed separately In fhe segment information section, the applicant’s revenue
shall be used.

o Ifthe segment information section is broken down by operation, or other means, the revenue for
the entire segment of which the applicant i3 part shall be used, unless a centified breakdown of the
segment by company is provided.

The barrowing agreeniene shall be valid for a period of not less than one year
The applicant shall provide a copy of the following:

@ The ratings ngency reports that present the ratings of the affiliate with which the epplicant
malintains the borrowing egreement;

o The borrowing agreement;
o The applicant’s cartified financial statements or those of the applicant’s parent, as applicable; and

The acconntant’s report for the applicant’s certified financial statements or those of the applicant's
parent, as applicable.
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2 The guarantee, payment bond, or fetier of credit shal] be in an amount that i5 no legs than the greater of

$300,000 or 5% of the amount of the applicant’s revenue from the sale of electric energy for the most recently
completed fiscal year. That amount of revenue must appear in the applicant's certified financial statements, or those
of the applicant's parent, that have received an accountant’s raport that certifies thoss financial statements to be free
of materizl misstatement. I the applicant i using the certified financial statements of its parent, the amount of credit
available under the borrowing agreement shall be determined using the applicable revenue amount from the segment
information section of the certified financinl statements of the applicant's parent.

o [Fthe applicant is listed separately In the segment information section, the applicant’s revenue
shatl be used

& Ifthe segment information section is broken down by operation, or other means, the revenue for
the entire segment of which the applicant is part shall ba used, unless a certified breakdown of the
segment by company s provided.

The guarantee, payment bond, or letter of credit shall be valid for a period of Dot less than one year.

Guarantee. The guarantor shall be an affilinte of the applicant that maintains at least one of the following
commearcial paper ratings: A-2 or higher from Standard & Puor's or its successor, P-2 or higher from Moody's
tnvestors Service or fts successor, or F-2 or higher from Fitch Ratings or Ity successor; or at least one of the
following long-term credit ratings: BBB- or higher from Standard & Poor's or it5 successor, Baa3 or higher from
Moody's Investors Service or its successor, or BBB- or higher from Fitch Ratings or its successor The guarantee
shall obligate the guarantor to make contractually required payment, net of set-offs for any amounts owed to the
applicant, to the supplier for services rendered or power supplied in the event the applicant defaults. The applicant
shall provide a copy of the following:

o The ratings agency reports that present the ratings of the affiliate that is the guarantor;

o The guarantes;

o The certified financial statements, including the accountant’s report, of the applicant or those of
the applicant’s parent, as applicable If the amount of the guarantee is without dollar limitation,
neither the applicant’s certified financial Statements nor those of the applicant’s parent are
required

Payment Bond An applicant using a pryment bond or payment honds shall provide a copy of the following:

o The payment bonds;

o The centified financial statements of the applicant or those of the applicant’s parent, as epplicable;
and

o The accountant's report for the certified fianncial statements of the appllcant or those of the
applicant's parent, as applicable.

Lettar of Credit. The letter of credit shall be irrevocable and issued by a financisl institution with a long-term
obligation rating of A- or higher frots Standard & Poor's or its successor, A3 or higher for Moody’s Investors
Service or ils successar, of A- or higher from Fitch Ratings or its successer The applicant shall provide a copy of
the following:

o The letter of credit;

{continued...)
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4. The applicant certifies that It will offer to reimburse Its Hlinois retail customers for the additional
costs those customers incor to acquire eleciric energy as a result of the applicant’s failure to comply with 2
contractuaf obligation to supply such energy. The applicant’s prospective obligation to reimburse Ilinois
retail customers shall be covercd by an unconditional guarantes, payment bond, or letter ol cradit. Aoy
doller imitation on the unconditional guarantee, payment bond, or letter of eredit shall equal not less than
the product of 1080 times an estimate of the moximum number of megawatts the applicant expects {o
schedule over the next twelve months fimes the average of the 45 highest daily mariet prices of electric
energy traded during the previous year. Each January, the Commission shall choose o published priee index
for clectricity for use in this subsection {a)(d). The daily market price of clectric energy shall equal the
published price index for electricity traded in Hlinols, except in the event that no price index for electricity
traded in the State of Hlinois is puklished, then the dnlly market price of electricity shall be determined by the
use of o pablished price index for electriclty traded at the nearest location to the State of Dlipois. The
unconditiona) guareniee, payment bond, or letter of credit shall be valid for a period of ot less than one
year, In the aiternative, an applicant may elect to calculate its prospective obligation by certifying to the
Commission a good faith estimate of the total megawatt hour constmption for the colendar year in which the
filing Is made. Such estimate shall be a product of muoltiplying the estimated maximum number of megowntts
by 8760 hours, by the estimated average joad factor, by one-tenth the per megawatt hour Market Value of
Energy Charge esiablished by operation of the Market Value Index (MVT) tarifl for the vtility service
territory in which the custemers are served. In making a good [aith cstimate of the lond facior to be used in
the caleulntion, the applicant may rely eiiher on the avernge load factor of its costomers in the prior year or
the average lond factor for aff non-residentinl custamers within the utility service territory or o good fnith
estimate by the npplicant of the prospective load {nctor of fts costomers for the applicable perfod. This option
is only availoble for ARES seeldng to serve non-residential customers in service {erritories that have purchase
power option (PPO)-MVI tariffs {n effect. The uaconditional guarantes, payment bond, or letter of credit
shol! be valid for n period of not less than one year.

o The ratings agency 1eport that presents the long-term obligation rating of the financiz! institution
extending the eredit;

o The certified financial statements of the applicant or those of the applicant's parent, as applicable;
and

o The zccountant's report for the certified financial statements of the applicant or thase of the
gpplicant's parent, as applicable

This option is only available to an opplicant thet wikl engage in activities that could result in the applivant ttolding an
ownership interest in or taking title to electric energy for the purpose of sale or resale to [Hinois retail customers

3 Unconditional Guarantes The guarantor shall be an affitiate of the spplicant that maintalns 2t lest one of
the followlng commercial paper ratings: A-2 or higher from Standerd & Poor’s or its successor, P-2 o higher from
Moody's Investors Service or its successor, or F-2 or higher from Fitch Ratings or its successor; or at [east one of
the following fong-term credlt ratings: BEB- or higher from Standard & Poor’s or its successor, Baad or higher fiom
Moody's Investors Service or its successor, or BBB- or higher from Fiich Ratlngs or its successor The applicant
shall provide a copy of the following:

o The ratings egency reports that present the ratings of the aff?iate that i5 the guarantor;
o The unconditional guarantes; and
o A good faith estimate of the peak amount of MW the applicant will schedule during the remainder

of the current calendar year or, in the sltemative, 2 good falth estimate of the megawett hour
consumptian of ils custamers during the calendar year

{continued. ..)
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5. The npplicant maintaing a line of eredit or revolving credit agreement.’

Payment Bond. The payment bond or payment bonds shall be lssued by a gualifying surety authorized to transact
business in tha State of [Hincis or by @ surety whose Best’s rating is A- or better and whose Best's financinl size
category is VII or larger, and whose contract of insurance is issued pursuant to Section 445 or 4432 of the Hlinols
[nsurance Code [215 ILCS 5/445 or445a] and countersigned by the Surplus Line Association of Iilinols or its
successor. The spplicant shall provide a copy of the following:

¢ The payment honds or the contract of insuranee with the countersignature of the Surplus Line
Assoclation of I1linols or its successor a3 applicable; and

¢ A good faith estimate of the peak amount of MW the applicant will schedule during the remainder
of the current calendar year or, in the aitemabve, a good faith estimate of the megawatt how
consumption of its customers during the calendar year.

Letier of Credit The lenter of credit shali be itrevocable and issued by a financial institution with a long-term
obiigation mting of A- or higher from Standard & Poor’s or its successor, A3 or higher from Moody's Investors
Service or its successor, or A- or higher from Fitch Ratings or {ts successor. The applicant shall provide 2 copy of
lke following:

o The letter of credit;

o The ratings agency report that presents the long-term sbligation rating of the financial institution
extending the credit; and

o A good faith estimate of the peak amount of MW the applicant will schedule during the remainder
of the current calendar year or, in the altemative, a good faith estimate of the megawatt hour
consumption of its customers during the calendar year

* The line of credit or revolving credit agreement must be from a financial institution with 2 long-term
obligaticn rating of A- or higher from Standerd & Poor's or its successor, A3 or higher from Moody's Investors
Service or its successor, or A- or higher from Fitch Ratings or is succassor

The areount of the Jine of credit or revolving credit agreement shall be o less than the greater of $500,000
of 5% of the amount of revenue for the most recently completed fiscal year. That amount of revenue must sppear in
the applicant's eertified financial statements, or those of the applicant's parent, that have received un accountant’s
report that certifies those financial statements to be free of material misstatement. [f the applicant is asing the
certified financial statements of its parent, the amount of credit available under the borrowing ngreement shall be
determined vsing the appiicable revenue amount from the segment information section of the certified financial
statements of the applicant’s parent.

o Ifthe applicant is listed separately in the segment information section, the applicant’s reveaue
shall bo used.

o i the segment information section is broken down by operation, or other means, the revenue for
the entire segment of which the applicant is part shail be used, unless a certified breakdown of the
gegment by campany Is provided

»  The line of credit or revolving credit agreement shall be valid for a period of not less than one year

¥ The applicant shall provide & copy of the {allowing:

(continued...)
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& The applicant earns 12 points on the Mnancisl ratios set forth In snbseciion (a)(ﬁ‘)(A):‘

o The line of credit or revolving credit agreemant;

a  The ratings sgency report that prasents the long-tarm obligation rating of the financia) institution
extending the credit;

o The applicant’s certified fnnncial statements or those of the applicant’s parent, as applicable; and

o The accountant®s report for the applicant’s financial satements or those of the appilcant's parent,
#s applicable

See rule for financial ratios.
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Moody's Invesiors Service
&8 Chureh Sireat
Naw Yok, New York 10007
December 186, 2003
M. Ehrin Moeller
Globat Cash Mansger
Rohm and Hass Company
100 Independence Mall West
Philadelphia, PA 19106-23%9
Re: Robm and Haas Company Ratings

Mr. Moeller:

This letter will serve to confirm the ratings currentiy assigned to Rohm and Haas Company:
Issuer Rating at A3; Senior Unsecured debt rating at A3; and rating for commercial paper at

Prime-2.

Consistent with Moody's standard practice, these ratings are be subject to revision or withdrawal
by Moody's at any Hime without notice, if any information (or lack of information) warrants such
action. in. the sole opinion of Moody's. In addition, any chenge in Moody’s ratings will be
publicly disseminated by Moody’s through normal print and electronic media and in response to
oral requests to the Moody's rating desk. The ratings are statements of opinion and not statements
of fact or recommendations 1o purchase, sell or hold any securities,

Thank you for your continning interest in Moody's rating services. H you have any questions,
please do not hesitare to contact me,

ohn Rogera
#ice President, Seaior Credit Officer

¢




INTERCOMPANY MASTER LOAN AGRFEMENT

THIS AGREEMENT made as of January 1, 2006, between ROHM AND HAAS
COMPANY, a Delaware corporation (“RandH "), and each direct and indirect subsidiary
of RandH that is a signatory to this Agreement (each “a Subsidiary” and collectively, the
“Subsidiaries”)). RandH and the Subsidiaries shall be collectively referred ta herein as
the “Parties" and may be individually referred to herein as a “Party™.

WITNESSETH:

WHEREAS, each of the Parties, for the purposes of conducting its business in the
ordinary course, may be required from time to time, to borrow money and has requested
each of the other Parties to establish a revolving credit and make loans to it under the
terms and conditions hersinafter set fortk;

NOW, THEREFORE, in consideration of the premises and intending to be legally
bound hereby, the Parties hereto agree as follaws:

SECTION 1

Amount and Terms of the Credit

1.1  Amountof Credit. Each Party (a “Lender™) hereby agrees on the terms and
conditions of this Agreement to make loans (the “Credit™)to each of the other Parties
{each a “Borrower™) from time to time.

}2 Loans. Creditextended to a Borrower shall be made pursuant to the
Borrowers’ written request, which may be transmitted electronically via e-mail or by fax
or telepbone (confirmed in writing). Notwithstanding the previous sentence, for purposes
of this Agreement, automatic or manual fransfers made in the ordinary course of business
by the Parties or pursuant to the Parties’ global treasury cash management system which
transfer fands, including “zero balance transfers”, from one Party’s account to another for
cash management purposes of the Parties shall not require written request and shall be
deemed Credit pursuant to the terms of this Agreement. All Credit shall be made in
accordance with any intercompany policies of the Parties which may be established from
time to time.

1.3 Loan Account. The Lender will establish a loan account on its boaks to
which it shall debit all Credit, including all accrved interest, and credit all reductions of
principal and credit all payments of intersst. Such loan account shall constitute prima
facie evidence of the amount of the loans outstanding hereunder and the accrued and
unpaid interest thereon.

1.4 Interest. Unless otherwise agreed in writing between a Borrower and a
Lender, the Borrower hereby promises to pay to the Lender interest on the unpaid




principal amount of any Credit extended to a Borrower hereunder for the period
commencing on the date such Credit is initially paid to 2 Borrower by 2 Lender (the
“Draw Date™) until the date such Credit is paid in full by the Borrower to the Lender ata
rate equal to (i} for all Credit with terms of less than twelve (12) months, the LIBOR in
effect for the term of such Cradit, which term shall be agreed to by the parties (the
“Term"), on the Draw Date or {ii) an interest rate appropdate for the amount and Term
of the Credit as negotiated by the Lender and Borrower on an ann's length basis.  As
used in this Agreement, "LIBOR" shall mean the London InterBank Offered Rate as
published by Bloomberg BBAM. If the Parties desire to extend the Term of any Credit,
or extended term as the case may be, the interest rate for the new exiended term shall be
(i) the LIBOR in effect on the first day of such new extended term if the new extended
term together with the original Term and al} other extended terms is less than twelve (12)
months or (if) an interest rate appropriate for the aggregate term of the Credit as
negotiated by the Lender end Borrower on an arm’s length basis if the exiended term
together with the original Term is greater than twelve (12) months. Interest charged
during e month will be at the interest rate in effect on the first day of the initial Term or
the extended term, as the case may be, of such Credit and shall compound on a daily
basis based on a 360-day year Interest shall be payable as agreed in writing by the
Lender and Borrower

1.5  Termination or Reduction of Credit. Unless otherwise agreed in writing by a
Lender and a Borrower, a Lender or a Barrower will have the right, at any time and from

time to time, to terminate in whole or reduce in part, in either case permanently but
without premium or penalty, the Credit, and the Credit shall be immediately paid by such
Bomower in full or partially, as the case may be. If the Credit is paid in full pursuant to
the previous sentence, the Borrower shall also pay all accrued interest thereon. Such
termination may be effected electronically pursuant to the Parties global treasury cash
management system.

1.6  Other Tenms and Conditions and Other Loan Agreements. A Lender and a
Borrower may agree in writing to new or differeqt tarms and conditions applicable to
loans mede pursuant to this Agreement or may agree in writing to enfer into a separate
loan agreement or agreements evidencing other loans made between such Parties. In the
event of any conflict between the terms of this Agreement and such other subsequent
agreement or document executed by both the Berrower and Lender with respect to the
terms of any Credit issued pursuant to this Agreement, the terms set forth in such other
document or agreement shal] take precedence.

t 7 Temm of this Agreement. Except in an Event of Default, the Parties agree that
the terrns of this Agreement shall be evergreen unless terminated by the Parties in
writing.

SECTION 2

Representations and Warranties




The Borrower represents and warrants that:

2.1 Orgsnization and Good Standing, The Borrower is a corporation duly
organized and in good standing under the laws of the jurisdiction of its incorporation and
has the power {o carry on its business as now conducted. The Borrower is qualified asa
foreign corporation in the various other jurisdictions wherein the nature of the business it
transacts makes such gualification necessary.

22 Corporate Authority. The execution, delivery and performance of this
Agreement are within its corporate authority, have been authorized by proper corporate
proceedings, will not contravene any provision of law or its charter or by-laws or
constitute a default under any agreement binding upon it, and do not require the consent
or approval of, or tegistration with, any governmentz! body, agency or authority.

23  Validity of Agreement. This Agreement is, and all loans hereunder will be,
legal, valid and binding obligations of the Borrower enforceable in accordance with their
terms.

24 Litigation. There is no litigation or proceeding before an administrative
agency pending or, to the knowledge of its officers, threatened against the Borrower, the
outcomne of which might materially and adversely affect the financial condition or
business of the Borrower or the ability of the Borrower to perform its obligations
hereunder.

2.5 Financial Condition. The balance sheet of the Borrower, and the related
statement of income of the Borrower for the year to date then ended, copies of which
have been fumnished to the Lender, fairly present the financial condition of the Borrower
as at such date and the results of the operations of the Borrower for the period ended on
such date, all in accordance with generally accepted accounting principals applied on a
consistent basis, and since the date of such balance sheet, there has been no material
adverse change in such condition or operations.

SECTION 3
Conditions to Loans

3.1 Conditions to all Loans. The obligation of a Lender to make each loan
hereunder is conditioned upon the fact that at the conclusion of the borrowing no Event
of Default specified in Section 5 hereof and no event which with the giving of notice or
lapse of time or both would become such an Event of Default will have occurred and be
continuing. Each borrowing by a Borrower hereunder shall be deemed to be a
representation by such Borrower that no such Event of Default then exists and that the
representations and warranties made by such Borrower hersin shall be true and corect on
and as of the date of the making of such borrowing with the same force and effect as if
made on and as of such date.




SECTION 4
Covepants

The covenants set forth in this Section shall be effective until the expiration or prior
termination of the Credit or until payment in full of all loans hereunder, whichever is
later.

4.1  Financial Staternents and Information. Each Bomower will furnish directly
to each Lender upon request:

(a) copies of a balance sheet of such Borrower as of the end of & monthly
accounting period and of the related income statement of such Borrower for the elapsed
portion of the fiscal year ended with the last day of such accounting period,

(b} the statement of the financial officer of such Borrower setting forth
details of any Event of Defeult or event which with giving of notice or the lapse of time
or both could become such an Event of Defanlt and the action which such Bommower
purposes to take with respect thereto; and

(¢) such other information telating to the business, affairs and financial
condition of such Borrower as the Lender may fiom time to time reasonably request.

42 Consolidations and Merpers. The Borrower will not merge or consolidate
with or into any eorporation, except that (i} the Borrower may be merged with or into the
Lender or a Consolidated Subsidiary or (li) the Borrower may by a party to a merger
wherein the Borrower is the surviving corporation and immediately thereafter and giving
effect thereto, no event shall occur and be continuing which constitutes an Event of
Defauit. (As used ia this Agreement, "Consolidated Subsidiary” shall mean any
cotporation, whether now existing or hereafter orgunized or acquired, of which RandH
directly or indirectly owns or conirols at least a majority of the outstanding stock having
general voting power for the election of directors and which is or shall be consolidated in
the consolidated fnancial statements of the RandH.)

SECTION 5
Defayits

5.1 Defaulis, Any of the following shall constitute an Event of Default of 2
Borrower with respect to this Agreement.

{a) Failure by such Borrower to pay when due any principal of or interest on
the loans if such failure continues for more than 13 days;

{b) Failure by such Borrower to observe or performn any term, covenant or
agresment contained in this Agreement (other than that specified in (a) above) and such




failure shall continue for 30 days after written notice thereof has been given or should
have been given to such Borrower by a Lender;

{c) Any statement, certificate, report, representations or wairanty made or
furnished by such Borrower in this Agreement or in compliance with the provisions
hereof shall prove to have been fise or erroneous in any material respect;

(d) Such Borrower shall default in the payment of any principal of or
premium, if any, or interest on any indebtedness for borrowed money (other than loans
hereunder) or in the performance of or compliance with any term contained in any
evidence of any such indebtedness or in any instrument or agreement relating thereto if
such defanlt gives to the holder of such indebtedness the right to accelerate the maturity
date thereof, and such default shall continue for more than the period of grace, if any,
specified therein;

(¢) Such Borrower shell (i) apply for or consent to the appointment of a
receiver, truste or liquidator of itself or of its property, (if) be unable or admit in writing
inability to pay its debts as they mature, (iii) make a general agsignment for the benefit of
creditors, (iv) be adjudicated a bankrupt or insclvent, or (v) file a voluntary petition in
banicruptcy, or a petition or answer seeking reorganization or an arrangement with
creditors to take advantage of any insolvency law, or an answer admitting the material
allegations of a bankruptcy, reorganization or insolvency petition filed against it, or (vi)
tale corporate action for the purpose of effecting any of the foregoing; and

() An order, judgment or decree shall be eatered, without the application,
approval or consent of such Borrower by any court of competent jurisdiction, approving &
petition seeking reorganization of such Borrower or appointing a receiver, trustee or
liquidator of such Borrower of all or a substantial part of its assets, and such order,
judpment or decree shall continue unstayed and in effect for any period of 60 consecutive
days

(8) All of the outstanding equity or ownership interests of Borrower shall be
sold to a third party that is not a direct or indirect Subsidizry of RandH.

5.2  Agceleration by Reason of Default. If an Event of Default ocowrs under
Section 5.1 above with respect to a Borrower, the Lender may immediately terminate the
Credit of such Borrower and/or declare all loans hersunder to such Borrower to be and
they shall thereupon forthwith become due and payable without presentment, demand, or
notice of any kind, all of which are hereby expressly waived.

SECTION 6

Miscellaneous

6.1 Notices. All notices hereunder shall be deamed to have been given when
deposited in the mails addressed to a Perty at its address previously disclosed to the other




Parties. A Party may change the address for service of notice upon it if prior written
natice for such change shall have been given to the other Parties.

62 Successors and Survival of Terms, The terms and provisions of this
Agreement shall be binding upon the parties hereto and their respective successors and
assigns except that this Agreement and the pbligations of a Borrower hereunder shall not
be assignable by such Borrower. All representations, warranties and agreements herein
contained on the part of a Borrower shall survive the execution of the Agreement and
shall be effective until the expiration or prior termination of the Credit and as long as any
indebtedness for interest or principal remains unpaid.

63 Expenses. Each Borrower agrees ta pay the reasonable fees and expenses of
a Lender incurred in connection with the enforcement of the rights of such Lender in
connection with this Agreement or with loans made hereunder.

64 Amendment and Waiver, This Agreement may be amended, and the
observance of any term of this Agreement may be waived, with (and only with) the
written consent of the Parties to which such Amendment relates or affects, which consent
may be made in writing ot by electronic transmission. No modification or waiver of any
provision of this Agreement and no consent to any departure by a Borrower therefrom
shall in any event be effective unless the same shall be in writing or by electronic
transmission, and then such waiver or consent shall be effective only in the specific
instance and for the purpose for which given.

6.5 NoImplied Riphts or Waivers. No notice to or demand on s Borrower in
any case shall entitle such Borrower to any other or further notice or dernand in the same,
similar or other circumstances. Neither any failure nor any delay on the part of a Lender
in exercising any right, power or privilege hereunder shall operate as a waiver thereof,
nor shall a single or partial exercise thereof preclude any other or further exercise of the
same or the exercise of any other right, power or privilege.

6.6 Goveming Lew. This Agreement and all Credit made hereunder shall be
deemed to be contracts made under and shall be construed in accordance with the laws of
the Lender’s jurisdiction of organization.

6.7 Severability. In case any one or more of the provisions contained in this
Agreement should be invalid, illegal or unenforceable in any respect, the validity, legality
and enforceability of the remaining provisions contained herein and therein shall not in
any way be affected or impaired thereby and any prohibition or unenforceability of any
provision of this Agreement in any jurisdiction shall not render unenforeeable such
provision in any other jurisdiction.

6.8 Counterparts This Agreement may be executed in two or more counterparts,
each of which shall be deemed an original, but all of which together shall constitute one
and the same instrument. Delivery of an executed counterpart of a signature page to this
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Agreement by telecopier or electronically shall be effective as delivery of 2 manually

executed counterpart of this Agreement.

N WITNESS WHEREQF, the parties hereto have each caused this Agreement to
be duly executed by their duly suthorized officers effective as of the date first above

written.
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Rohm and Hass Bermuda Lid
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Eric van den Bunt
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Gall P. Granoff
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Rohm and Haas France Finance SAS
Rohm and Haas Electronic Materla!s.GmbH
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Rohm and Heas Denmark France investment
Rohm and Haas Denmark Finance
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Flaralife, Inc

Philippe Marguaille

Sabine Hinterkeuser-Freye

Sabine Hinterkeusser-Fraye

Sabine Hinterkeuser-Freye

Sabine Hinterkeuser-Freye

SBabine Hinterkeuser-Freye

Sabine Hinterkeuser-Fraye

Sabine Hinterkeuser-Freye

Sally Wilson

Sally Wilson

Sally Wilson

Sean Chen

Thomas Grehl

Thomas Grehl

Edward E. | lebert
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ROMM AND HAAS

ROHM ANT HAAS CDMPANY
100 INDEPENDENCE MALL WEST, PHILADELAHIA. PA 18106-2399 UBA
TELERHONE: {215) 5828000 FAX: (215) 552-3227

tHARS

- CERTIFICATE -

I, Gail P. Granoff, a duly elected and qualified Assistant Corporate Secretary of
Rohm and Haas Company (the “Company™), a Delaware corporation, do hereby certify
that the attached are a true and correct copies of the Consolidated Financial Statements
and Report of Independent Registered Public Accounting Firm as of December 31, 2005
for Rohm and Haas Company and Subsidiaries as reported in our 10-K filed with the

Securities and Exchange Commission on March 2, 2006.

WITNESS my hand and seal this / sq‘l&ay of August, 2006.

B hasg

/ GallP.Grmoff U
Assistant Corporate Secretary

Sworn to and subseribed before me
this &7 day of August, 2005.

-GGMMONWEAL"IH OF FENNSYLVANIA
 NOTARIAL SEAL ‘
BIANE ARRINGTON, Notary Public
City of Prifdelphiz, Phila. County
My Commiision Expires Otober 4, 2008




Report of Independent Registered Public Accounting Firm

Ta the Board of Directars and Stackholders of Rohm and Haas Company:

We have complated integrated audits of Rehm and Haas Company's 2105 and 2004 consoiidated financal statements and of its mtamal control aver financial reporting s of December 31,
2085, and an audit of its 2003 consolidated finanoal siatemants i accordance with the stiandards of the Public Company Accounting Oversight Board {Urited States). Our apuushs, based
on our audits, are presented belov.,

Consolidated financal statemerits and finantral statement schedule

In owr opowon, the consolidated fnancial statements fstad in the accompanying index present fairly, i af matenal respacts, the financial pasition of Rohm and Haas Company and its
subsidianes 3t Decamber 31, 2005 and 2004, and the results of ther operations and they cash flaws for each of the theee years in the penod ended December 31, 2005 i conforrmity with
3ccounting prnaples generally accepled in the United States of Amenca. In addition, in our opimorn, the financia! statement schedule fisted in the sdes 2ppeanng under item 15(a) presents 4
Tairly, m all materal respects, the nfemation set (arth therem when read i comuncion with the refated consolfidatad finanaal statements  These financrl statements and financial
statement schedule are the responsbility of the Company's managemant, Our responsibility 15 10 exprass a0 opiwon o these financial statements and fnzncal statement scheduls based 4

wchudes examuning, on @ test hass, ewdence supportng the amounls and disdosures iy the finaneral sialements, assessing the accounting prinaiples used and significant estimates made by
management, and evaiuating the overall financal statament presentabion. We befieve that oor audits provide a reasorable bass for our apirion.

Intemnal control over financral reporting

Also. In our opmion, managemant’s atsessment, acluded in Management's Report on Intarnal Caatrol Over Bnancial Reparting appeanng under item 8, that the Company mantained
effectve intemal control over linsnoal reparting as of Decernber 31, 2005 based on crena sdabiished in Intemal Control ~ Integrotad Framework issued by the Committas of Sponsgnng
Orgamuations of the Treadway Commission {€0O50), = Riry ststed, in all material respects, based on those aitena. Furthamore, n ot oprson, the Company maintamed, in all materal

Company's management is respansible for mantamng elfzclive mtemal control over Gnancat reporting and for its assessment of the affectvansss of internat conirot over firancial reporung,
Our responsibility 15 1o express opnins on management’s assessment and on the effectveness of the Company's ntemal control over finandal reporting based on o audt We
congucted our audit of internal contrad over fhanaal reparting in acoortance with the standartds of the Public Company Accountng CQvarsight Board {United States). Those standards

of intesmal control over finantial reporting indudes abtunng an toderstanding 61 intemnal control over finanal reporting, evaluabng managermant's assessment, tasting and evaluating the
desgn and wperabng effectvensss of intemal contral, and pecionmmung such other procedures as we consider necessary In the omumstances, We befievs that our audit provides a
rezsorable bass for sur opruons,

A company’s intemal cantral over financiat reportmg = 2 process designed to provide neasonable assurance regarding the reliability of fmoal reporimg and the preparation of fnanoal
statements for exiernal purpases i accordance with generally accepted accounting prciples. A company s intemal control over financiaf reporiing nchiges those palicies and procedures
that (3) pertam 1o the maintenance of recards that m reasonsbls datsil, accurately and Girly roflect the transactions and dispositions of the assels of the campany; {5) provide reasonable
sssuance thal Vansactions are mcorded as necessary to pamut prepamsbon of financial stalements ;m accordance with generally accepted accounting panaples, and that receipts and
expenditires of the company ara bemg made only i accordance with authongtions of management and directors of the company; and (i) prowde reasonable assurance regarding
Pravention or imely detection of unathonzed acquisilion, use, or dispasition of the company’s agyers that could have a matesiai eflfect oo the Granoa( statements,

Because of its nherant imitatons, mtemal control over financal TEperting sy nol prevent o delact russlatements. Also, projections of any evahuation of eflectveness 10 future penods
are subject to tha rigk that conlrals may become wiadsquate because of changes s cundilions, or thal the degres of compliance wilh the polidies or procedures mary delenorate.

fosivaichanss (g &7

Pricewaterhouselgapers LLP
Phitadelphia, Pennsyivana
Fabruary 28, 2004
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Rohm and Haas Company and Subsidiaries
Consolidated Statements of Operations
For the yeary ended December 31, oo 2008, 2004 2003
[ i, except per shore amounts}
et sales 7,300 3 6428
Cost of goods soid 5,471 4509
Gross proft 210 1913
Seling and agministrative expense 724 851
Resparch and development axpense 2737 263 135
nterest expense 117 13 126
Amorbztion of intangibies 59 62 &7
Restructurmng and assel yppatmients Bure- 18 196
Loss on eardy exanguishment of debt 17 - 4
Share of affiiate eamangs, nat i5 M i5
Olher {income). nit {48} (41) ()
Earnings from continuing operations before Income taxes,
minority Interest and cumulative effect of accaunting change ‘¥ 872 714 % 415
came txees 24 w7 127
Minonty interest 19" 1l -
Earnings from continuing operations before cumulative effect of accounting change -] 538 496 ] 388
Discontrued operalions:
{Loss) Gan on dispasat of discontinued Ene of bunness, aet
ofhmewesofks-mdﬁirlm.mmdm.respemvdr ()] A -
Earnings before cumulative effect of accounting changs $ 837 497 5 288 T
Cumulative effect of accounting changa. net of $3 of income taxes i 2003 - - {8} E
Net earnings k] 637 497 b3 180 H
L]
Basic earvungs per shace (i dofarsy B g
From continumg operalions 5 1.88 m % 130 a
{Loss) Gain on disposal of discontinued line of business .e1) ol - B
Curmdalive effect of accaunting change - - 004 &
Net earnings per share $ .87 21 1] =
Diluted earnings per share (in dollarsk E
From conlmung operatrons 4 2.86 22 $ 1.3 '.'.
(Lass) Gatn on dispossl of discontioued fine ol business {0.01) 00t -
Curifative effect oF accounting change - — 04
fdat earnings per share $ - 2.85 12 % 1.26
Weighted average common shares gutstanding - basc 121.% 9 5
Wasighted average common shares autstanding - difited 223.9 42 1224
Sne Moles to Consolidated Finencial Statements
063—-
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Rohsn and Haas Company and Subsidiaries
Consolidated Balance Sheets

Desomber 31, 2004
{in inilians, wecept share dota)
Assets
Cash and cash equivalents s &5
Restneted cash 43
Recenmbles, nel 1469
Inventones 841
Prepaid expenses and other curred assels 263
Tol current pasos 32497
Lad, buildngs and equpment, net of accumulsted depreaation 1979
Irosestments & and advances o afliates 144
Guoodwill, ret of accumubited amartzation 1,724
Other inangibie agsels, nel of acasmulated mmortizstion 1665
Othor assets 382
Total Assets § 10095
Liabilitles and Stockhaolders® Equity E -
Liobibtiex Vi o
Short-term abligauans 5 j¥1) $ 7
Trade and other payebles 17 (311
Accrued Rabiilies - “7E3. 11]
Income taxes payable i 193s- 213
Total current Habllities Tiead 894 1740
Long-term debt - 2,004 1563
g:rlwu benelits e
erred income tavas 1,059
Oiher lishditins prl]
Totat Liabitities 62594
Minosity Interest 104
Commtmenls 20 conbngenaes
Stociduzicers’ Equity:
wmmwm-slmmmm-zsmmmﬁm-mm -
Cowmwmnan stock; par value - 52.50; autharzed - 400000000 shares; ssued - 242,078,349 shares 605
AdiStional paid-in capited 1062
Retained carmmgs 1370
4037
Treasury stock 2L cost (2005 - 0.1 15,637 shares; 2004 - 16,860,Y2% shares} {166)
ESOP sharos {205 - 2.220434 shares; 2004 - 2811464 shares) {34)
Aganvuiated olhar comprehersve loss {80)
Total Stockholders’ Equity 1697
Total Liabllities and Stockholders” Equity $_lo0ss

See toles 1o Consoiidaled Fnanga] Satements
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We use the equiy method to account for our Investments in companies in which
we have tha ability to exerase significant influence over operating and finanoal
policies, penerally 20-50% owned. Accordingly, our consalidated net earmings or
loss indlude our shane af the et earmngs ar less of these companias,

Wa account for our investments in other campantes that we do not conirol and
for which we da nat have the ability to exernse sgnificant influence, which are
genenally Jess than 208%, under the cost method. In accardance with the cost
method, the astets are recorded st cost or fairvalue, as approprate,

All sigrificant intercompany accounts, transactions and unrealized profits and losses
are ellminated appropnately i consobdation from cur finangz! resufts

Foreign Currency Translation -

We translate forergn currency amounts into US. dolfars m accordance with US.
GAAP, The majorty of our operating subsidiaries m regions ather than Latin
Amenca use the local cwrency as ther funchional curency. We translate the assets
and {izbilites of thoge entities into US. dollars using the approprate exchange rates.
Woe transate revenues and expenses using the average exchange rates for the
reporbng perod.  Transdation gans and losses are recorded in accumulated other
comprehensive Income or o, nat of taxes, which s a separate component of
stockhelders’ equity,

For entities that contmue to use the US. dollar as their functional currency, we
vanslate Jand, buildings and equpment sccumulated depreaation, wnventories,
goudwill and mtangiles, accumulated amortzaton and minonty interest at ther
respective histoncal mtes of exchange, We translate a# other assets and habilities
usng the appropniate exchange rates at the end of penod, Revenus, cost of goods
sold and operating expenses other than deprecaton and amorhzlion are
trondated using the average rates of exchange for the reparting penod.

Foresgn exchanga gains and asses. mcluding recogniilon of apen foreign exchange
contracts, zre aedited or charged 10 income,

Cost of Goods Sold -
Cast of goods sold as reporied n the Consofidated Staterments of Operations

mcludes nbound fresght charges, purchasing and receming costs, inspection costs,
intermal transier costs, and other distsibution network charges.

Revenwie Recognition —

We recognize revenue when the ezmings process 1s complete. This ocours when
producis are shipped to or receved by the customer i accondance with the temms
of the agreement, tfe and msk of loss have been transferred, collectibillty is
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probable and pnong is fixed or determinable. The exception to this prachice i for
sales made under suppler-owned and managed inventory {“SOMI™) arrangements.
We recopnre revenue sold under SOMI arrangesments when usage of inventory 18
reporied by the customer, generally on a weeldy or monthly basis. Revenues from
product safes are recorded net of applicable allowances.

Customer payments recaived in advance we recorded as deferred revenue and
recopnized into mcome upon completion af the earnings process. 'We account Jor
cash sales incentives as a reduction to revenue. Certam of our customers ewrn cash
mecentive rebales when ther comulatve annual purchases meet spedified
measurement argets per the terms of thew indivduat agreement. We record these
rebate incentves as a reduction 1o revenue based on the customers progress
againgt the specified measurement target.  Mon-cash sales incenfrves, such as
product samples; are recorded as a charpe o seling expense at the time of
shipment.

Amounts bllled to customers kar shipping and handling fees are weluded in pat sales
and costs we have incured for the delivery of poods are dassified as cost of goods
sold in the Consolidated Statements of Operations.

Accounts Receivable and Allowance for Doubtful Accounts —

Accounts receivable result from a sale of poods or sendees on terms that provide
for future payment They are geated when an mvoice is generated and are
reduced by paymants, We record an allowance for doubtful accounts as a best
esumate of the amaunt of probable crect losses in our exsting accounts recervable,
We consder factors such as customer credit, past transackon histary with the
custamer, and changes in customer paymeant terms when determning whether the
collection of an wwoice 15 reasonably assured. 'We revew our allowance for
doubtfid accounts monthly, Past due balances over 90 days and over a specified
amount are reviewed individually for colectibity. Receivables are charged off
aganst the allowance for doubtjul accounts when we feel f & probable the
recalvable will not be recovered,

Emmings Per Shore —

We uze the weighted-average number of shares outstanding to caiculate basic
carmings per share. Diuted earmungs per share inchude the diutive effect of stock-
based compensation, such as stock options and resincred stodk

Cash and Cash Equivalents —

Cash and cash equnvalents wiclude cash, time deposits and readily marketable
securtties with onginal maturities of three months or less.




Inventories —

Our invenlones are sated at the lower of cost or market.  Over hall of our
mwentory 15 determined by the last-in, first-out (LIFO) method. The remainder is
deterrmined by the first-m, first-out [FIFO) methed.

Land, Buildings and Equipment, and Accumulated Depreciation —~

The value of our land, buildings and equpment s carned at cost less acaurnulated
deprecrion.  Thase assets are depreciated over ther esbmated usefid lives using
straght-line and accelerated melhods  Construction costs, fabor and applicable
overhead related to construction and installabion of these assets are cepitalized,
Expenditures lor addifions ard improvernents that extend the lives or increase the
capacity of plant assets are capitaliized. Mantenance and repar costs for these
assels are charged to eamings as incumed,  Repar and mantenante costs
assaceated with plannad major mamterance activities zre expensed as incurred and
are inciuded ©n cost of goods sold, Replacements and betterment costs are
capilafized. The cost and related accumulated depreciation of our assets are
removed from the accouniing records when they are retired or disposed.

Capitalized Seftware —

We caprtalize certan costs, such as software coding, installation and 1esting, that are
mcurred to purchase or create and wmplement intemat use computar software n
accordance with Statement of Position 98-1. "Accountng for the Costs of Computer
Software Developed or Obtomed for intemol Use” The majority of our capitaized
saftware relates to the wnplementation of our Enterprise Resource Planning {“ERP™)
system which was complated in 2004,

Goodwill and Indefinite-Lived intangible Assets —

We conuder this to be one of the diticel accounting estmates used wv the
preparation of our Consolidated Finanoal Statements. We believe the current
assumptions and other considerations used to value goodwill and indefinte-lvad
intngible assets to be approprate. However: if actual experience differs fom the
assumplions and considerabons wsed In our analyss, the resuling change could
have a matenal adverse impact on the conselidated results of operations and
staternent of position,

Prior to 2002, goodwill was amortzed on a straght-line bass aver penods not
greater than 40 years Effective Jamuary |, 2002, we adoplted SFAS No. 142,
“Caodwil and Other Intangible Assets In accordance with this statement, as of the
eflective date wa ceased amortization of goodwill and indefinite-ived miangibles
and reclassified certan mtangible assets. such as worldorce, to goodwill,. GoodvAl is
assgned 10 reporting wnits, which are one level befow owr operaiing segments.
Goodwil 15 assgned o the reporting unit that benefits rom the synergies anising
from each parbeular business combination. Goodwill and indefinite-lived intangible

assets are reviewed annually, or more frequently, f changes i croumstances
indicate the camying value may not be recaverable. To test for recoverzbifity, we
typically uillize discounted estimated future cash flows to measure fair value for
sach reporting unit. This caleulation 15 highly sensitive io bolh the esbrmated future
cash fows of each reporting unit and the discount rmte assumed in these
caiculations, Qur annual impairment Feview (5 Bs of May 31.

Dwang 2005, 2004 and 3003, the annual mpaiment revew was completed
without any additional imparments entified.

impament of Long-Lived Assets —

We consider this to be one of the oitical accounting estimates wsed n the
preparations of our Consolidated Fnancal Statements. We believe the current
assumnptions and other considerations used 16 evaluate the carnying value of long-
lived assets to e appropnate.  However, il actual expenance differs from the
assumplions and considerations used m our estimates, the resulting dhange could
hove 2 ynaterial adverse impact on the consolidated results of operabons and
staternent of position.

Our long-fived assets, other than goodwill and indefinte-fived ntangible assets
which are discussed above include land, bulldings, egupment long-term
investments, and other intangible assets, Long-fived assats, other than investments,
goodwill and indefinite-fvad intangible assets, are depreaated over ther estmated
usefid lives, and are reviewed for impamment whenever changes I arcumstances
wndicate the carrying value of the asset may not be recaverable. Such crmumstances
would include items such as a significant decrease @ the market prce of a long-lived
asset. a sgnificant adverse change in the manner the asset 1 being wsed or planned
1o be usad or m its physical candition or a histary of operating or cash fiow losses
assocmted with the use of the asset. In addition, changes in the expected useful bife
of these langfived agsels may ako be an impairment indicator, When such events
or changes oocun, we assess the recoverability of the asset by companng the
camyng value of the asset to the expected fiture cash flows assoaated with the
asset’s planned filure use and eventual disposition of the asset, if appicable. I the
carying value of the asset 1s not determined ta be recoverable, we estirmate the fair

value of the asset pamanly from discounted fiture cash Rows expected 1o result -

from the use of the assels and cormpare that 1o the campng value of the asset. W
utilize marketplace assumpbors o calculate Uhe discounted cash flows used in
determumng the asset's fair vajue, 1 the camymg valys 1s greater than the fir vale,
an impaiment loss 15 recorded. In some arcumstances the camying velue may be
appropriate; however, the event that tnggered the review of the asset may indicate
a revision to the service lile of the asset In such cases, we will accelerate
depretiation to match the revised usefu! iife of tha asset.
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The key vanahles that we must estmate incude assumplions regarding sales
volume, selling prices, raw matenyl prices, tabor and other benefit costs, capital
additions, assumed discount rates and other ecancmic factors.  These varables
require siprificant management udgment and include inherent uncertandies since
they are forecasting filure evenis. W such assets are considered impaired, an
impatrment {oss is recognezed efual to the amount by which the asset’s canryng
valuz exceeds 1S faic value,

The fair values of our iong-term investmenis are dependent on the fingncial
performance and solvency of the entities i which we mvest, a5 well as volaiity
mherent o ther external markets, in assessing potential mparment for these
mwestients, we wll conader ihese faclors as well as the forecasted financn)
perfonmance of the investment entities. Il thesa lorecasts are not met, we may
have to record impawment charges,

Research and Development —
We expense all research and development costs as incumed.

Litigation and Envirenmental Contingencies and Reserves —

We consider this to be one of the oritical accounting esbrmates used i the
preparation of our Consolidated Financal Statements, We are yvaived in lftigabon
n the ordinary cowrse of busmess mduding employee matters, personal ingury,
property damage and environmental litigation.  Additionally, we are mvolved n
environmental remediation and spend significant amounts for both company-owned
and third party locabons. In accordance with GAAP, we are required to assess
these maiters to; |} determine if 3 fability 15 probable; and 2} record such a liability
when the financial exposure can be reasonebly estimated. The delermmnabion and
estimation of these liabfiiies are critical to the preparation of owr financial
statements,

In reviewing such matters, wa consider a broad range of information, including the
claims, demands, seftiement offers recewed from govemmental auhoritles of
prwate parties, estimates performed by ndependent third parties, identification of
other responsible parties and an assessment of their ability 1o contribute and our
pnoF experience, to determina i a Fabifity is probable and If the value s reasonably
estmable. If both of these conditions are met. we record a liabikty, If we befieve
that no best esimate exsts, we accrye the minimum i a rangs of possible losses,
a5 we are required to do under GAAP. If we determme a fiability to be only
reasonzbly possible, we consider the same infarmation to estimate the passible
exposure and disclose the potential liabifity.

Our most signilicant reserves have been established for remediation and restorauon
cosls associated with environmental damage. As of December 31, 2005, we have
5147 milion reserved for environmental related costs, We canduct studies and site
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srveys 10 determine the exent of emvironmentsl damage and necessary
remediation. With the expertse of our envronmental engmeers and fegal counse!
we determine our best estmates for remediabion and restoration costs.  These
estimates arc based on forecasts of Adure costs for remediabon and chanpe
periedically as additional and better information becarmes available.  Changes to
assumptions and considerations used to cakulate remedfation reserves could
matensfly alfect our resulls of operabions. If we determme that the scope of
rernediation & broader than crigmally plammed, discover new CoMaMRALON
discover previgusly unknown sites or bacome subject to related personal inury or
property damage clams, our estirmates and assurmptions could matenally change.

We believe tha current assumpsons and ather considerstions used o estimale
reserves for both cur emwronmental and other legal fiabilities are appropnate
These estimates are based i large part on inlormation currently available and the
curent laws and regulabions goverming these matters.  If additional information
becomes available or thern are changes to the laws or mgulabens or achul
experience differs from the assumptions and cansiderations used in estimabng our
reserves, the resulting change could have a matersd impact on the consolidated
resulis of our operations and statement of position.

income Taxes —

We consider this to be one of the titical accounting estrmates used i the
preparation of gur Consolidated Fimanaal Statements,.  We belisve the curent
assumpbons and other congderations used to determine our current year and
deferred income t8x provisons to be appropriate. However, if acthial mqpenence
difiers from the assurmptions and considerations used. the resulting change could
have 2 matenal impact on the consciidated results of operations and statement of
position.

We use the asset and Hfability method of accounting for income taxes. Under this
method, deferred tax assels and Habilities are recopnzed foc the estimated future
consequences of lemporary differences between the financal statement camyng
value of assets and libilities and ther values as measured by tax laws, Valuation
allowances are recorded 1o reduca daferred tax assels when ¢t 15 more fkely than
not that a tax benefit will not be realized.

Treasury Stock —

Treasury stock consists of shares of Rohm and Haas stock that have beern issued,
but subsequently reacquired, We account for treasury stock purchases under the
cost method. In accordance with the cost method, we account for the enbire cost
of acquiring shares of our stock as traasury stork, whith 13 a contra equity account.
When these shares are reissued, we use an average cost methad for determming
cost. Proceeds in excess of cost are eredited to additional paid-in caprtal.
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Stock-Based Compensation —

We conader this 10 be one of the cntical accounting esterates used i the
preparation of our Consclidated Financial Stalements. ‘We have vanous stack-
based compensation plans for directors, executves and employees, which are
compnsed pnmarly of restricled stock, restncled stock units and stodk option
grants, Prior to 2003, we actownted for these plare under APE Cpinion Na. 25,
"Aocquntng for Stack lesued to Emplopees”  Accordingly, no compensation expense
was recoprized pnorto 2003 for stock options.

Effective janvary §, 2003, we prospectively adopted the fair valuie method of
recording stack-based compensabon as defined in SFAS No. 123, "Accounting for
Stock-Bosed Compensation.”™ As a result, we began to axpense the fair value of stock
ophions awarded 10 employees afier [anuary §, 2003. The fair value is calouiated
using the Black-Scholes pnong model as of the grant date and s recorded as
compensatiah expense avar the appropriate vesting perind, which & typically three
yearn We dlso claulate and record the fir value of our resincled slock awards in
accordance with SFAS No, 123,  Compensation:expense 15 recogruzed aver the
vesting period, which s typically five years.

In December 2004, the Rnanoal Accounting Standards Board (FASB) amended
SFAS No, 123. This Statement supersades APB Mo, 25, “Accounting far Stock fssued
to Employess,” and its related implementabion guidance. This Statement eltninales
the prospective option we have applied under SFAS No. 148, "Accountng for Stock-
Based Compensgeon — Tronsiton ond Ditclsue,” and requires al share-based
payments to employees, inchuding grants of employee siock options, to be
recognized in the financial staternents vased on thewr fair values begnning with the
first intenm or annual penod afer lune 15, 2005. Due to the fact that the maiority
of our opions sxued prior to January 1, 2003, the date we adopted SFAS No. 123,
will have vested as of June 15, 2005, the revised computations are not expected to
have a matenal impact on cur knancal statements,

The disclosure requirements of SFAS No. 148 prowde that pro forma net earmings
and net earrungs per share be presemted as if the fir value based method had been
applied to alt awards granted to employees, not st swards granted after the date
of adapton. Since we chose the prospective rathod of expensing stack options,
the actual stock-based campensation expense recorded in 2005, 2004 and 2003
less than the amount caleulated for this pro forma disclosure requirement.

{In milhons, except per shove orounts) - 2005 - 2004 2003
Net earmings, as reported - § 63 § 497 % 280
Add: Slock-based emplopes et
compensalion expense meluded la L
reported net eamungs, after-tax - 12 7
Desfact: Tota! stack-hased <
compensation expense detesmined. ~ T
under the far value based method ~ ~ "
for all awards, net of refsted tax LT
effects LR v ) B (26} Q6
Prn formanet earnings . $ 636, 5 404 5 161
.. 2008 7004 2003
Nat earungs per share T rmain
Base. 25 veported N 3 S I 5 12
Basc, pro forom o SgATT 17 Lia
ot Nt
Oihed, 25 reparied % 285 12 5 126
Diluted, pro fosmna X AT 117

Accounting for Dervative Instrurnents and Hedging Actwitres —
We use derivative and non-denvative Instruments 1o manage market nsk ansing out
af changes n interest rates, foreign exchange rates, commaodity prces and the US
doflar vaive of our net ivestments outside the US. These wstruments are
accounted for under SFAS Mo, (33, “Accaunting for Denvatwe instruments and
Hedging Activitles,” a5 amended, which we adopled as of lanuary 1, 2001.

‘We hava established policies govering our use of dervative nstruments, We do
not use denvative instruments for trading or speculative purpases. nor are we a
parly to aay leveraged derwative Instruments or any mstruments for which the fair
market values are not available kom mdependent third parties. We manage
courter-party default ndk by entermg into dervaive contracts with only magpor
finanaat insttutions of investment grade credit rRting and by fimiting the amount of
exposure to each financal institution. Certan of our derivative nstruments contain
eredit dauses giving each party the nght to settle at market if the ciher party s
downgraded below investmeny grade,
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The accourting standards require that at dervalve mstruments be reported on the
balance sheet at thew Rir values. For denwative instruments designated as fair value
hedges, changes w the fair value of the denvatve wstruments generally offset the
changes i fair velue of the hedged items w the Consolidated Statements of
Operations.  For derwative instruments designated as cash flow hedges 1o redute
tha varmbility of Rrture cash fiows related to forecasied tramactiony, the effective
portions of hedges are recorded i acanulated other comprehensve ingome
{lass) until the hedged ters are realized and recorded in eamungs. When cash
flow hedges are termmated early but the underiymg hedged forecast transactions
are likely to goour, refated pans or losses are defemed m accurmulated other
comprehessive meome {loss) untll the hedged items occun  Any ineffective
portions of the hedges are recogarzed in curent pened 2amings.

Changes in ihe value of denvative or non-derivative instruments, which are
designated as, and meat all of the oitena for, hadges of net investmenis are
recorded i accumidated other comprehensive wcome (loss) based on changes
maasured o a spot-to-spot basis of exchange rates. Ineffectiva porticns of net
investment hedges are charged ta gammngs.

Changes n the fair vahies are immediataly recorded n current penod eamings if
dersvative instruments were not designated 2s hadgas or fail to meet the cntena as
effectve hadges.

Cash flows resulting from our hedgng acimties are reported under operatng
activities i our Consolidated Staterments of Cash Flows, except for cash flows from
denvatves hedges of net svestments i foregn subsidianss, which are reported
separately under rvesting actvities.

In order ta conform to our cument year presentation, we have revsed our 2004
and 2003 cash fow statement chassificabon to present proceeds from the
terminaton of nlerest rate swap agreements mto cash flows from operations from
cash flows from financing activities.

0721 R0MH AHD FAAS 2865 ANHUML REFORT

NOTE 22 ACQUISITIONS AND DISPOSITIONS OF ASSETS

2005
We acquired the remaining shares of three consolidated subsidiaries for
$20 milion w 2005, There were no cther significant acquisitions or
dispositions.

2004
We had no sipnilicant acquesitions or dispostions duning 2004, Effective
lanwary 1. 2004, we begen consafidatng the results of one of our joint
veniures in accordance with FiN 46R. (See Note | to the Consolidaied
Financial Staternents)

2003

We made no sgnificant acquisitions 1 2003, In March 2003, we
completed the sale of our diy film photoresist business to Eternal
Cherucal Company, As a result of this sale, we dased our Nodth
American and Ewopesn dry fm photoresist manufactunng operatrons,
Eternal Cherucal Company will manufacture its newly expanded dry film
Photoresist product line under the Etermal Company kbel, As part of the
divestiture, we have entered nto an agreement 1o distibute the entire
Eterral dry film photoresist product line in Norl Amenca and Burope, as
welt as to our existing custlomers iy Asia.
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