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the information and convenience of English-speaking readers. No assurances are
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no responsibility with respect to this franslation or any misstatement or omission
that may be contained therein. In the event of any ambiguity or discrepancy
between this translation and the French reference document, the French reference
document shall prevail.

In accordance with the General Regulation of the Autorité des marchés financiers,
notfably article 212-13, the French language version of this document was filed
with the Auforité des marchés financiers on March 31, 2011 with number D.11-0203.
This document may only be used in connection with a financial operation if it is
completed by a prospectus which has received the visa of the Autorité des marchés
financiers.This document has been prepared by the issuer under the responsibility
of its signatories.

Pursuant fo article 28 of European Commission (EC) rule n° 809/2004, this reference
document incorporates by reference the following information:

o the consolidated financial statements for the year ended 31 December 2009
included in chapter 20 of the reference document granted visa n° D.10-0209
by the Autorité des marchés financiers on 1% April 2010, as well as the statutory
auditors’ reports related thereto;

o the consolidated financial statements for the year ended 31 December 2008
included in chapter 20 of the reference document granted visa n° R.09-024 by
the Autorité des marchés financiers on 21 April 2009, as well as the statutory
auditors’ reports related thereto;

o a comparative analysis of the 2009 consolidated financial statements and the
2008 consolidated financial statements included in chapter 9 of the reference
document granted visa n° D.10-0209 by the Auforité des marchés financiers on
1¢" April 2010.
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General comments

General comments

In this reference document:

e "Arkema S.A”" or "Company” means the company named
Arkema, whose shares are listed on Euronext™ Paris; and

o "Group”or ARKEMA" means the group composed of Arkema S.A.
and all the subsidiaries and shareholdings held directly or
indirectly by Arkema S.A.

This reference document confains forward-looking statements
about the Group's fargets and outlook, in particular in chapters 12
and 13. Such statements may in cerfain cases be identified by the
use of the future or conditional tense, or by forward-looking words
including but not limited to “believes”, “targets”, "expects”, “infends”,
“should”, "aims”, “estimates”, "considers”, "wishes”, "may”, efc.These
statements are based on data, assumptions and estimates that
the Group considers fo be reasonable. They may change or be
amended due to uncertainties linked fo the economic, financial,
competitive, regulatory and climatic environment. In addition, the
Group's business activities and its ability to meet its fargets may be
affected if certain of the risk factors described in chapter 6 of this
reference document were to materialize. Furthermore, achievement
of the targets implies the success of the sfrategy presented in
section 4.3 of this reference document.

The Group does not undertake to meet and does not give any
guarantee that it will meet the targets described in this reference
document.

Forward-looking statements and fargets described in this reference
document may be affected by risks, either known or unknown,
uncertainties and other factors that may lead to the Group's future
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results, performance and achievements differing significantly from
the stated or implied fargets. These factors may include changes
in economic or frading condifions and regulations, as well as the
factors set out in chapter 6 of this reference document.

Investors are urged fo pay careful aftention to the risk factors
described in chapter 6 of this reference document. One or more of
these risks could have an adverse effect on the Group’s activities,
condition, financial results or fargets. Furthermore, other risks not yet
identified or considered as insignificant by the Group could have
the same adverse effect.

This reference document also contfains details of the markets in
which the Group operates. This information is derived in particular
from research produced by external organizations. Given the very
rapid pace of change in the chemicals sector in France and the
rest of the world, this information may prove fo be erroneous or out
of datfe. Accordingly, trends in the Group’s business activities may
differ from those set out in this reference document.

For the 2010 financial year, the Company has prepared annual
financial statements and consolidated financial statements for
the period from 1 January to 31 December.These annual financial
statements and consolidated financial statements are given in
chapter 20 of this reference document.

Chapter 9 of this reference document provides a comparative
analysis between the 2010 consolidated financial statements and
the 2009 consolidated financial statements.

A glossary defining the fechnical terms used in this reference
document can be found in chapter 27 of this reference document.



Persons responsible for the
reference document and
for the information

1.1 Person responsible for the reference document

Thierry Le Hénaff, Chairman and Chief Executive Officer, Arkema S.A.

1.2 Declaration by the person responsible

for the reference document

"Having taken all reasonable care to ensure that such is the case,
| certify that the information contained in this reference document
accurately reflects, fo the best of my knowledge, the facts and
contains no omission that would be likely fo affect its meaning.

| certify, fo the best of my knowledge, that (i) the accounts have
been prepared in accordance with the relevant accounting
standards and give a frue representation of the assets, financial
sifuation and result of the Company and all consolidated
companies, and (i) the management report, consisting of the
sections of this reference document listed in the reconciliation
fable given in chapter 29, is a frue reflection of the evolution of the
business, the results and the financial situation of the Company
and all consolidated companies as well as a description of the
main risks and uncertfainties facing them.

| have obtained a lefter from the statutory auditors confirming
that they have completed their work and indicating that they
have verified the financial situation and the financial statements
included in this reference document and that they have reviewed
the document as a whole.

This reference document incorporates, for reference purposes,
financial statements relating fo the financial year ended
31 December 2009 as well as the audit reports for this year by
the statutory auditors and financial stafements relating to the
financial year ended 31 December 2008 as well as the audit
reports for this year by the statutory audifors presenfed respectively
in the reference document filed on 15" April 2010 with the Auforité
des marchés financiers under n° D.10-0209 and in the reference
document filed on 21¢" April 2009 with the Auforité des marchés
financiers under n° R.09-024.

The consolidated financial statements for the financial year ended
31 December 2010 and the audit report from KPMG Audit and
Ernst & Young Audit, statufory auditors, are included in chapter 20
of this reference document. This report, presented on pages 134
and 135 of this reference document, includes an observation on a
revised standard applied by the Company in 2010.

Thierry Le Hénaff
Chairman and Chief Executive Officer
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Persons responsible for the reference document and for the information

Person responsible for the information

1.3 Person responsible for the information

For any question concerning ARKEMA and ifs business activities:
Sophie Fouillat

Vice-President Investor Relations

Arkema S.A.

420, rue d'Estienne-d'Orves

92700 Colombes (France)

Phone: +33 (0)1 49 00 74 63
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Persons responsible for
auditing the financial
statements of Arkema S.A.

Statutory auditors

KPMG Audit
Department of KPMG S.A.

Represented by Bertrand Desbarriéres

1, cours Valmy
92923 Paris-La Défense cedex

Appointed at the annual general meeting of 20 May 2008. Current term
ends at the conclusion of the annual general meeting to be held in order fo
approve the financial statements for the year ending 31 December 2013.

Alternate auditor
Jean-Marc Decléty

1, cours Valmy
92923 Paris la Défense Cedex

Appointed at the annual general meeting of 20 May 2008. Current term
ends at the conclusion of the annual general meeting to be held in order
to approve the financial statements for the year ending 31 December 2013.

Statutory auditors
Ernst & Young Audit

Represented by Francgois Carrega
and Mrs Valérie Quint

Tour Emst & Young

Faubourg de I'Arche

11, allée de I'Arche

92037 Paris-La Défense cedex

First appointed at the annual general meeting of 10 May 2006.

Current ferm ends at the conclusion of the annual general meeting to
be held in order to approve the financial statements for the year ending
31 December 2011.

Alternate auditor
AUDITEX

Faubourg de I'Arche
11 allée de I'Arche
92037 Paris La Défense Cedex

First appoinfed at the annual general meeting of 10 May 2006.

Current ferm ends at the conclusion of the annual general meeting to
be held in order to approve the financial statements for the year ending
31 December 2011.
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(In millions of euros except otherwise mentioned)

Selected financial
information

Sales

EBITDA *

EBITDA margin (EBITDA as % of sales)
Depreciation and amortization
Recurring operating income *
Other income and expenses *
Operating income *

Net income, Group share
Dividend per share (in euros) **
Shareholders’ equity

Net debt *

Capital employed *

Cash flow from operating activities
Cash flow from investing activities
Cash flow from financing activities
Working capital on sales (in %) *
Free cash flow ***

Capital expenditure (gross)

5,905
790
13.4%
(287)
503
an
486
347

2,240
94
3,164
511
(281)
161
13.3%
276
315

2009 2008
4,444 5,633
310 498
7.0% 8.8%
(270) (248)
40 250
(109) (53)
69 197
a172) 100
0.60 0.60
1.813 2,018
341 495
2,977 3,370
452 331
(250) (342)
a7y 2
16.2% 18.7%
228 68
301 335

* These indicators are defined in chapter 20 of this reference document.

**In 2010, amount of dividend proposed fo the annual general meeting of 24 May 2011.
% Cash flow from operating and investment activities, excluding the impact of portfolio management and, in 2008, pre-Spin-Off non-recurring ifems. Data computed by the Company but which
are not extracted from the audited financial statements, defailed in section 9.2.7 of this reference document.
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4 Business overview

Presentation of the Group’s industry sector

All the figures contained in this chapter are provided on a consolidated basis for 2008, 2009 and 2010 (see chapters 9 and 20 of this

reference document).

4.1 Presentation of the Group’s industry sector

The Group is an important player in the global chemical industry.

The industry sector to which the Group belongs, commonly called
an “industry for industries”, manufactures a wide range of products
for other major industries: construction, packaging. chemicals,
autfomotive, electronics, food manufacturing, pharmaceuticals, etc.

The chemical industry is a processing industry that is based on
the transformation in one or several stages of raw materials (oil
derivatives, gas, minerals, natural products, etc.) info more or
less complex chemical products, or info plastics obtained by
polymerization.

At the two extremes of this wide spectrum, there are, on the one
hand, commodities (characterized by few transformation stages,
large volumes, and cyclical prices and unit margins), such as olefins
and polyolefins, ammonia, methanol and caustic soda, and, on
the other hand, sophisticated products like pharmaceuticals and
agrochemical derivatives. Between these two extremes are a large
number of chemical intermediates, polymers and fine-chemicall
products.

The chemical industry also includes specialty products such
as adhesives, paints, inks, varnishes, cosmetics and detergents,
developed in response fo the need for application products.

With estimated worldwide sales of almost €1,870 billion in 2009,
the chemical sector is a worldwide industry located in three
main geographic regions, namely Europe (about 27% of world
production), North America (about 21% of world production), and
Asia Pacific (about 45% of world production) (. Trade in chemicals
between these three main production regions is growing, though is
still limited ot present.

The chemical industry is a very fragmented sector, both in ferms of
products (several fens of thousands), end-markets (most industrial
sectors are consumers), and industry players (the share of the
world market of the top fen companies does not exceed 20%).

4.2  General presentation of the Group

The Group operates in this industrial context with a business
portfolio focused on three segments: Vinyl Products, Industrial
Chemicals, and Performance Products. With sales of €5.9 billion in
2010, the Group is one of the world’s leading players in chemicals.

The Group, which is present in 40 countries, conducts its businesses
on a global scale, using production sites in Europe, North America
and Asia (80 production sites excluding those held for closure or
sale), as well as geographic subsidiaries and sales offices in a
large number of countries.

The Group ranks among the leading world or regional producers
in its main product lines, and conducts its business with respect
for health, safety and environment. The Group’s commitments
fowards sustainable development are detailed in the Sustainable
Development Report the main poinfs of which are given in
chapter 8 of this reference document.

At the end of 2010, the Group has eight research and development
(R&D) centers, of which five are in France, two in the United States,

(1) Source: CEFIC, October 2010, excluding pharmaceuticals.

12 ARKEMNMA Reference Document 2010

and one in Japan. Over 1,100 researchers work within the Group.
The Group’s R&D expenses amounted to around 2.5% of its sales in
2010.The Group focuses on two main innovation areas: ultra high
performance polymers, and sustfainable development solutions.
In order fo facilitate their implementation, the Group has set up a
dedicated structure called “incubator’, described in chapter 11 of
this reference document.

At 31 December 2010, the Group had 13,903 employees.

The Group is organized info three business segments (Vinyl
Products, Industrial Chemicals, and Performance Products) made
up in 2010 of 13 Business Units (BUs).

Business segments are organized according fo business clusters:the
Vinyl Products segment groups together the businesses connected
with chlorine chemistry, the Industrial Chemicals segment covers
the major chemical infermediates, while the Performance Products
segment encompasses the businesses focusing on applications
products.
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General presentation of the Group

The BUs are responsible for their results, cash flow (working capital,
capital expenditure, etc.), production management, research,
sales, marketing, and customer relations. Each BU managing

director reports fo the Vice-President of a business segment. Each
business segment is overseen by an Executive Vice-President.

The simplified organization chart below shows the BUs operating within each business segment at the date of this reference document.

ARKEMA

Industrial Chemicals Performance Products

Vinyl Products

—— Chlorine / Caustic Soda and PVC — Acrylics — Technical Polymers
Emulsion . .
— Vinyl Compounds — Systems —— Specialty Chemicals (CECA)
Specialty Acrylic
——  Pipes & Profiles (Alphacan) — Po?:n?\:ar:y(CoZt:ex) E— Functional Additives

PMMA (Altuglas Internationall)

Thiochemicals

Fluorochemicals

Hydrogen Peroxide

The functional divisions provide continuous support to the Group’s
three business segments, mainly in the fields of accounting,
faxation, legal services, information systems, human resources and
communication.

These functional divisions are generally responsible, under the
authority of the Executive Committee (see section 14.2 of this

reference document), for the coherence and control of the Group
and, in particular, the coordination of purchasing and logistics, as
well as the maintenance of expertise in important areas such as
safety, environment, R&D and process engineering. Some of these
functional divisions, notably the “investor relations”, “consolidation/
reporting”, "internal audit” and “external communication” functions,
operate for the entire Group.

Reference document 2010 ArRkemA | 3



4 Business overview

General presentation of the Group

The simplified organization chart below describes the Group’s functional divisions at the date of this reference document.

Human resources

& Communication
| HR development | Safety, | Accounting / | - R
& infernal communication Environment & Quality Controlling AEEMIEIETS | BETILIES
— Labor relations - Technical / Construction |~  Financing / Treasury / — Planning /
Toxation Economic studies
EmEE N SEETS Logistics — Legal Affairs — Infernal audit
Organisation & Head office 9
. Information systems &
—  Institutional relations Purchgs;r;%ic::fe%oods —  Telecommunications L Insurance
systems
— External communication — Investor Relations

Exceptions fo the general organizational principles of the functional Chemicals segment, as well as the R&D division that reports to the
divisions are the “raw material purchasing” division and the “energy Chairman and Chief Executive Officer.
purchasing” division that report fo the head of the Industrial

Sales by business segment

(In billions of euros) “ 2009 2008

Vinyl Products 1.1 19% 1.0 23% 14 26%
Industrial Chemicals 3.1 53% 2.1 47% 2.6 46%
Performance Products 1.7 28% 13 30% 1.6 28%
TOTAL 5.9 100% 4.4 100% 5.6 100%

14 ARKErmMmA Reference Document 2010



Business overview 4

General presentation of the Group

Summary of the Group’s main products in 2010 and their application areas

Vinyl Products

Chlorine/Caustic Soda

Polyvinyl Chloride (PVC)
Vinyl Compounds
Pipes and Profiles (Alphacan)

Industrial Chemicals

Chemicals, aluminum, pulp and paper, defergents and soaps, solvents,
and raw materials for luorinated products.

Construction, pipes, profiles, packaging, wire and cable, autfomotive.
Wire and cable, bottles, automotive, medical.

Pipes and profiles.

Acrylics

Emulsion Systems

Specialty Acrylic Polymers (Coatex)
PMMA (Altuglas Infernational)

Thiochemicals

Fluorochemicals

Hydrogen Peroxide

Performance Products

Resins, emulsions for adhesives, paints and coatings, superabsorbents.
Agueous emulsion of specialty polymers primarily for paint and coating manufacture.
Specialty polymers used as rheology modifiers (dispersants, thickeners, etc.).

Acrylic glass used in construction, the automotive industry, for advertising boards, in decoration,
the manufacture of sanitaryware, and LED TVs.

Chemical intermediates for animal feed, agrochemicals and pharmaceuticals, natural gas odorizers,
petrochemicals, polymerization agents.

Refrigeration, air-conditioning, foams, solvents, infermediates, polymers.

Hydrogen peroxide (pulp and paper bleaching, textile bleaching, electronics and water freatment),
sodium chloratfe, hydrazine hydrate and derivatives.

Technical Polymers

Specialty Chemicals (CECA)

Functional Additives

Technical polymers, including (i) polyamides used in the automotive industry, the aerospace and
aeronautics industry, the oil industry, the electronics industry, and in the manufacture of hotmelts,

(ii) polyvinylidene fluoride (PVDF) used in construction, chemical engineering, the manufacture of
paints and anti-corrosive coatings, and photovoltaic panels, (i) functional polyolefins used in adhesives,
the electrical and electronics industries, and packaging.

Separation of gases and liquids, adsorption/filtration, specialty surfactants.

Stabilizers and impact modifiers used in polymer converting, polymerization catalysts for polyethylene,
PVC, polystyrene, cross-inking agents, tin-based infermediates.

2010  SALES *: BREAKDOWN BY REGION

5%

Rest of the world

18%

Asia ***

29%

North America **

2010 @ CAPITAL EMPLOYED: BREAKDOWN BY REGION

n.s.
Rest of the world
(V)
a8% 1% 63%
Europe Asia Europe
26%

North America **

*  Based on the geographic location of customers.

**  United State, Canada, Mexico.
*** Asia and Middle East.

The breakdown of employees by geographic region is given in section 17.1.1 of this reference document.

(1) In 2009 sales by region were split as follows: 54% Europe, 24% North America, 18% Asia, and 4% Rest of the world.
(2) In 2009, capital employed by region was split as follows: 67% Europe, 24% North America, 9% Asia, and non significant for the Rest of the world.

Reference document 2010 ARKEemMmeA
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4 Business overview

Strategy and competitive advantages

4.3 Strategy and competitive advantages

The Group has solid competitive advantages with:

o first-class commercial and manufacturing positions: the Group is
one of the world's leading players in most of its businesses. This
is particularly frue of Acrylics, Polymethyl Methacrylate (PMMA),
Fluorochemicals (gas and polymers), Hydrogen Peroxide,
Thiochemicals, specialty polyamides (polyamides 11 & 12),
hydrazine hydrate, fin-based PVC stabilizers, impact modifiers
and PVC processing aids, additives for glass coatings, and
organic peroxides. In the chlorochemicals and PVC sectors, the
Group is one of the leading European players. In the emulsions
sector, the Group ranks among the top players in North America;

e high quality manufacturing assets and sound expertise
in manufacturing processes: the Group relies on its strong
manufacturing positions in Europe, North America and Asia to
respondfo demand fromits customers as effectively as possible.Its
fechnical knowledge of products and manufacturing processes
enables the Group fo leverage its current production facilities,

The very significant improvement in ARKEMA's results between its
operational launch in October 2004 and 2010, and its resilience in
the challenging economic environment of 2009 have confirmed
the soundness of the strategy implemented by the Group, based
on the following three key areas:

e improve competitiveness: between 2005 and 2010, ARKEMA
successfully reduced its fixed costs by €540 million, well in excess
of its initial €500 million programme announced at the time of
its listing;

o develop growth relays in ifs best product lines to prepare the
future:

in the field of innovation, the Group’s research projects have
yielded new products and applications, now on the market.
2010 counted the following achievements:

- the signing of a strategic partnership on biosourced ultra high
tfemperature polyamides between ARKEMA and Japanese
company Toyobo,

- the award of the Potier fop prize fo Kynar® Aquatec, a paint
used in the manufacture of roofing coatings that efficiently
and sustainably reflect the sun’s rays, thereby affording major
energy savings,

- the acquisition of Piezotech, a startup company designing
and manufacturing  electroactive  fluoropolymers, thereby
enhancing its portfolio with a new range of ultra high
performance materials. These specialty polymers are infended
for high added value applications in a large number of

16 ARKEMNMA Reference Document 2010

and gives it a key advantage in the conquest of new markets.
In addition, this expertise enables it fo complete investment
projects on time, on budget, and with great efficiency.The Group
also has important R&D skills on which it can rely to launch new
innovative products on the market, provide its customers with the
fechnical support they need, or further improve the performance
of its manufacturing processes;

a very solid balance sheet: at 31 December 2010, the Group’s
net debt was €94 million (i.e. 0.1 time the EBITDA for the year),
compared to the shareholders’ equity (Group share) of
€2,219 million (representing a net debt fo equity ratio of 4%,
below ifs farget of 40%);

high quality tfeams who have proved their ability fo manage
complex industrial projects and address the challenges
presented by the economic environment. Finally, the Group
can count on personnel whose loyalty, professionalism and
experience are widely recognized.

sectors, including robofics, aerospace, textile, automotive, and
electronics, and

- the registration by the US Environmental Protection Agency
(EPA) for the marketing of Paladin®, a new pre-plant soil
fumigant that is highly effective against parasites, weeds, and
soil-borne plant pathogens,

in Asia, the Group actively pursued ifs investments and its
development, and, in 2010, achieved 18% of ifs sales in this
region against 13% in 2005. In 2010, ARKEMA brought on
stream, on the Changshu site, its production plant for HFC-
125 fluorogas, a key component of new generation refrigerant
blends;

refocus its portfolio of activities: between 2005 and 2010, the Group
reinforced its best product lines, and made acquisitions which
contributed €650 million fo the 2010 sales, some of which being
(i) Coatex, acquired at the end of 2007, (ii) certain acrylics assets
from The Dow Chemical Company in North America, acquired
in January 2010, and (i) the organic peroxide activities of Geo
Specialty Chemical acquired in 2009. In this period, ARKEMA also
divested part of ifs least strategic assets.The concerned activities
accounted for sales of approximately €480 million. In 2010, the
net contribution to EBITDA of the acquisitions and divestments
made between 2005 and 2010 amounted fo €90 million for a net
impact on cash of - €230 million. These operations in particular
resulted in reducing the share of the Vinyl Products segment in
the Group’s overall sales from 24% in 2005 fo 19% in 2010.
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In November 2010, the Group announced a new five-year growth
plan. By placing growth at the heart of its strafegy in future, ARKEMA
has entered a new phase in its development. By 2015, the Group
aims fo achieve:

¢ sales of some €7.5 billion;

o a 14% EBITDA margin;

o EBITDA in excess of €1 billion.

Accordingly, the Group infends between 2011 and 2015 to:

e increase ifs sales by 60% in emerging countries, in particular in
Asia where it infends fo achieve some 23% of its overall sales
by 2015. Accordingly, the Group plans to allocate between one
third and one half of its development investments to emerging
countries. Several investment projects are underway in Asiq,
including the construction of new production plants due to
come on stream in 2011 in fluorinated polymers and specialty
acrylic polymers (Coatex), and, in 2012, in specialty polyamides
and emulsions. Building on its past developments and future
start-ups, Changshu in China would become the Group’s third
largest platform in the world in 2011. In the longer tferm, ARKEMA
intends fo continue expanding in its best product lines;

« generate thanks to its innovation effort, in particular in sustainable
development, €400 million of new sales over five years from high
added value products;

e confinue fo strictly control fixed and variable costs in the
Industrial Chemicals and Performance Products segments, and
reduce the breakeven point in the Vinyl Products segment by
some €50 million by the end of 2015; and

o make fargeted acquisitions in the Group’s best product lines that
could represent additional sales of approximately €1 billion, as
well as divestments in small activities that are not core for the

Overview of the Group’s business segments

Group representing some €300 million of sales, while maintaining
a solid financial structure and a gearing below 40%.

As part of this programme, ARKEMA announced in December 2010
aplanfo acquire,for an enterprise value of €550 million, two specialty
chemicals businesses from Total: coatings resins (Cray Valley and
Cook Composite Polymers) and photocure resins (Sartomer). Both
these product lines, which employ around 1,750 people across
some twenty sites in the world, would represent annual sales of
€750 million (based on 2010 figures) once integrated info ARKEMA.
Sartomer’s photocure resins, which represent around one third of
the sales of the activities being acquired, are high added value
high-fech products, downstream from the acrylics sector, and used,
for example, in optics, printing and electronics. In the coming years,
the average annual growth rafe expected for this activity should
be 6% M. With the acquisition of Total’s coatings resins assets (Cray
Valley and Cook Composite Polymers), representing approximately
two thirds of the businesses being acquired in sales terms, ARKEMA
would become one of the world leaders in the coatings material
market. In the coming years, the average annual growth rafe
expected for this activity should be 3% .

This acquisition plan falls perfectly in line with ARKEMA's strategy,
and in particular should help raise the downstream integration of
acrylics from 30% to 40%. It would also offer a significant potential for
growth and synergies as well as new growth relays in Asia. ARKEMA
fargets for these activities sales of €900 million by 2015, with a
14% EBITDA margin, in a normalised environment. The Sartomer
photocure resins would become a BU in its own right, while the
coatings resins activity would be part of a Coatings BU that would
include the current Emulsion Systems BU.

These broad strategic guidelines are detfailed below by business
segment.

4.4  Overview of the Group’s business segments

Key figures

(In millions of euros)

Sales
EBITDA
Recurring operating income

Capital expenditure (gross)

1,106 1,005 1,443
(14) @n 14
©9 80) @5)

59 50 98

(1) Source: ARKEMA internal estimate.
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Breakdown of the segment’s sales

by BU (2010) ™
16%
Pipes & Profiles 66%
Chlorine/Caustic
Soda and PVC
18%

Vinyl Compounds

General description of the segment's business

The Vinyl Products segment is made up of different businesses that
are all part of an integrated chemical product chain, from the
electrolysis of salt fo PVC converting.

It includes in particular the production of chlorine and caustic
soda, vinyl chloride monomer (VCM), chloromethanes, chlorinated
derivatives and PVC, Vinyl Compounds, and the Pipes and Profiles
business (Alphacan).

Since May 2010, the Vinyl Products segment has been organized
around three BUs: Chlorine/Caustic Soda and PVC, Vinyl
Compounds, Pipes and Profiles (Alphacan).

In a mature European market, the performance of the Vinyl
Products segment depends on a variety of factors, including:

e a balance between supply and demand that today is sfill
marked by significant overcapacities;

e energy costs, as chlorine and caustic soda are produced by
electrolysis that requires approximately 3 MWh of electricity per
fonne produced;

o fthe cost of ethylene as around one fonne of ethylene is required
for every two tonnes of PVC produced; and

o the balance between chlorine and caustic soda that are
necessarily produced in equal quantities, but for which demand
varies independently.

In 2010, market conditions in constfruction in Europe remained
challenging for a good part of the year. In this context, the Group
continued to improve its competitiveness with the closure of
underperforming production plants or lines (copolymers in Saint-
Auban and a 30,000 tonne PVC production plant in Balan).

With the purchase on 1¢ July 2010 of minority cross-shareholdings
within their joint ventures Vinylfos, Vinylberre and Vinilis (VCM and
PVC), ARKEMA and SolVin streamlined their production structures
in France and in Spain. On completion of these operations, Arkema
France was the sole shareholder in Vinylfos and Vinylberre.

Over the next five years, the Group intfends to continue improving
its productivity. Breakeven point should then be reduced by an
additional €50 million, and small non-core businesses could be

divested. Moreover, in countries where it does not produce PVC,
the Group may sell manufacturing licences for various types of this
product.

The Group also aims to further reduce the relative weight of Vinyl
Products. By 2015 it should represent just 12% of ARKEMA's fofal
sales, and generate an 8% EBITDA margin in mid-cycle under
normalised conditions.

CHLORINE/CAUSTIC SODA AND PVC BU (12% OF TOTAL GROUP
SALES IN 2010)

The Chlorine/Caustic Soda and PVC BU includes chlorine-caustic
soda electrolysis (membrane, diaphragm and mercury processes)
and production of downstream products (VCM, chloromethanes
and chlorinated derivatives), as well as the manufacture of
PVC (general purpose PVC and special purpose PVC), and its
marketing.

The majority of the chlorine and VCM produced is used infernally
within the Group, and sales to outside customers represent relatively
low volumes.

Chloromethanes and chlorinated solvents are largely used as raw
materials by the Fluorochemicals BU, the remainder being sold to
outside customers.

Virtually all caustic soda produced is sold on the market.

For chlorine, the Group’s production plants are based in France
exclusively, and its main competitors are The Dow Chemical
Company, Solvay, Akzo, Bayer and Ineos. For PVC, the Group’s
production capacities, based exclusively in Southern Europe, place
it in third position in Europe ®, its main competitors being Ineos,
Solvin, Tessenderlo, Vinnolit and Shin Etsu.The markets in which the
Chlorine/Caustic Soda and PVC BU operates are mature.

The main raw materials and energy sources used by the Chlorine/
Caustic Soda and PVC BU are:

o ethylene: the bulk of ethylene supplies is covered by a long-ferm
contract with Total Petrochemicals France. Details of this confract
are given in section 22.1.2 of this reference document. Ethylene
is an essential raw material for this BU and security of supply is a
critical factor for the Group;

o salt: the sites af Fos-sur-Mer and Lavera (France) are supplied
with brine by a pipeline connecting them fo the brine wells
operated by the Group at Vauvert (France). In other cases, salt is
bought in from outside suppliers; and

o electricity: in view of the scale of electricity consumption for
the chlorine-caustic soda electrolysis processes, the economic
conditions of access 1o this energy resource are critical for this
business.Electricity supplytothe chlorine-producingsitesin France
(Lavera, Fos-sur-Mer, Jarrie and Saint-Auban) was under contract
with EDF through fo end 2010, as described in section 22.1.1 of
this reference document. From 2011, ARKEMA benefits from new
supply conditions as described in section 22.1.1 of this reference
document.These ensure that ARKEMA benefits through EXELTIUM
consortium, from competitive, reliable and sustainable electricity
resources, albeit at a higher cost than the one obtained in the
past.

(1) In 2009, the breakdown of the segment's sales by BU was as follows: 25% Chlorine/Caustic Soda, 40% PVC, 16% Vinyl Compounds, and 19% Pipes and Profiles.

(2) Source: ParpinelliTecnon ATEC 2008.
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In 2009 and 2010, the Group continued its competitiveness
drive with:

o in June 2009, the definitive shutdown of the aluminum chloride
production unit in Jarrie (France), and the divestment of
the aluminum chloride business fo Gulbrandsen Chemicals
representing annual sales of approximatively €24 million;

o in Sepfember 2009, the closure of the vinyl chloride/vinyl acetate
copolymer production plant in Saint-Auban (France), and the
adaptation of the site’s organisation fo its new manufacturing base;

o the closure at the beginning of 2010 of a 30,000 fonne PVC
production unit on the Balan site (France), and the site’s
refocusing on the two remaining production units fotalling
295,000 tonne capacity which will be upgraded to further
improve their productivity; and

o the streamlining, in July 2010, of the industrial structure of the joint
PVC production entities between ARKEMA and SolVin.

Finally, as part of its 12.9% shareholding in a chlorochemicals
company in Qatar (QVC), the Group may be in a position to
examine development projects in the Middle East.

VINYL COMPOUNDS BU (4% OF TOTAL GROUP SALES IN 2010)

The Vinyl Compounds BU manufactures and markets a wide range
of products ready for use that are obtained by mixing PVC and
additives (notably plasticizers, stabilizers and colorants).

This BU uses a large number of raw materials, some of which partly
come from the Group’s manufacturing units (PVC, plasticizers,
stabilizers, and modifiers).

The Group considers that it is one of the leading players in the
European compounds market, which represents approximately
25% of PVC volumes. Its main competifors are Ineos, Solvay and
LVM.

This BU's main production sites are located in Europe (France,
Germany, Belgium, Spain and ltaly). It also has one production
site in Vietnam, a production plant in China, and, since 2009, a
production plant in Mexico.

In order to mainfain competitiveness in this sector, the Group has
sought to focus on its best performing sites. Since 2004 the Group
has indeed taken major steps to improve the competitiveness of
its Vinyl Compounds activity. These steps included in particular the
closure of Dorlyl (France) in 2008, and in March 2009 the divestment
of its business atf the Vanzaghello industrial site (Ifaly) to Industrie
Generali Spa representing annual sales of approximately €22 million.

The Vinyl Compounds BU is seeking to move into higher value-
added application fields (specialty PVCs and in particular PVC
slush for automotive applications such as dashboards), and more
profitable markets.

In the field of PVC slush for the automotive market, the Group
inaugurated two new production lines in Changshu (China) in
October 2007 and in Matamorros (Mexico) in early 2009. Capacity
af the Changshu plant was doubled in the first half of 2008.

Overview of the Group’s business segments

PIPES AND PROFILES BU (ALPHACAN)
(3% OF TOTAL GROUP SALES IN 2010)

The Pipes and Profiles BU consists of the Alphacan group of
subsidiaries.

Alphacan carries out ifs businesses downstream from the
production of PVC. It manufactures two main types of products,
pipes and profiles, which are principally obfained by the extrusion
of PVC compounds, which Alphacan manufactures itself.

The main raw materials used by Alphacan are PVC and various
additives such as mineral fillers, stabilizers and colorants. Alphacan
obtains most of its PVC supply from the Group’s production units,
but also buys in some PVC from other producers.

Alphacan has production sites in five European countries.
Alphacan’s main end-markets are construction and public
works, where its products are used for drinking water conveyance,
waste water drainage, sewage, irrigatfion, windows, efc. The
growth of these markets is therefore closely linked fo that of
these economic sectors.

Alphacan operates in two markets with different frends: pipes and
profiles.

Pipes, which are marketed in France, Germany, the Benelux
countries and Spain, represent a mature market and a highly
competitive industry with very high levels of standardization.
Alphacan estimates that it ranks sixth in the European market
for PVC pipes. Its main competitors are Wavin, Pipelife, Uponor,
Tessenderlo and Uralita.

In pipes, Alphacan’s strategy is based on maintaining its positions
and improving its competitiveness.

In profiles, Alphacan sells its products mainly in Southern Europe.
The main players in this market are Profine, Deceuninck, Veka,
Rehau and Aluplast.

In this sector, Alphacan confinues to expand, with a particular
focus on higher value-added products.

In recent years Alphacan has implemented a number of
restructuring plans concerning the sites of Chantonnay, Gaillac,
Hasparren, and its head office in France, Miranda in Spain, and
Ehringshausen in Germany.

These restructuring operations, aimed af restoring the
competitiveness of the BU,have entailed the cessation of production
of low-margin products, the development of high value-added
activities through growth investments and the implementation of
a more fargeted marketing policy, and the optimisation of support
functions.The restructuring operations announced in 2008 resulted
in a reduction of 181 positions.

In January 2009, Alohacan finalized the sale of its Sanitary Heating
Pipes business (Nevers site - France) to the French company
COMAPR a subsidiary of the Dutch group Aalberts Industrie
NV. Sales in 2008 for this business were of the order of €25 million.
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Key figures

(In millions of euros)

Sales
EBITDA
Recurring operating income

Capital expenditure (gross)

3,101 2,109 2,582
567 306 341
424 177 218
144 127 146

Breakdown of the segment's sales by BU
(2010) @

7%

Emulsion Systems

5%

Coatex

8% ' 27%

Hydrogen Acrylics

Peroxide

17 % 21 %

Fluorochemicals | PMMA
\ 15%

Thiochemicals

General description of the segment’s business

In 2010, the Industrial Chemicals segment comprised seven BUs:
Acrylics, Emulsion Systems, Specialty Acrylic Polymers (Coatex),
PMMA  (Altuglas International), Thiochemicals, Fluorochemicals,
and Hydrogen Peroxide.

These businesses have a number of common characteristics,
among which are the use of complex manufacturing processes
and the existence of world markets that offer the prospects of
strong growth, particularly in the Asian region.

In the various product chains of the Industrial Chemicals segment,
the Group ranks among the world's leading companies and
has production units in Europe and North America for most of its
main products (acrylic acid and derivates, methyl methacrylate
(MMA), PMMA, fluorochemicals, hydrogen peroxide, and sulfur
derivatives, etc.). The Group is also present in Asia and already
has an industrial base there for the production of fluorochemicals,
hydrogen peroxide, and PMMA.

This segment benefits from a certain degree of integration with the
Group’s ofher businesses. For example, chlorinated solvents and
chloromethanes are used as raw materials for fluorochemicals,

hydrogen peroxide is partly used in the production of organic
peroxides, and certain acrylic and thiochemical derivatives are
used in the manufacture of plastic additives.

The Industrial Chemicals segment plans fo continue to expand its
business, and fo strengthen its global positions by building on new
facilities in Asia, carrying out targeted debottleneckings in Europe
and North America, creating cooperation projects with its major
partners, and boosting its downstream integration.

In 2010, the Group finalised the acquisition of certain acrylics
assets from The Dow Chemical Company in North America, in
particular the Clear Lake monomer site (Texas) and the acrylic
latex activities (emulsions), for a US$50 million enterprise value.
This acquisition ranks ARKEMA as the world’s 3 largest producer @
of acrylic acid (number 2 in North America®), as well as the
2" leading supplier of latex in the United States®. It enables
ARKEMA to significantly boost its presence in North America in
acrylic monomers, and fo secure a leading position in acrylic
latex, one of the most important application areas in this sector.
It also offers a particularly interesting potential for synergies with
Coatex in the field of coatings (paints, etc.). In accordance with
the Group’s objective, these various activities made a positive
contribution to EBITDA and net income in 2010.

To further strengthen its downstream infegration in acrylics, the
Group announced on 7 December 2010 a plan to acquire Total's
photocure resins (Sartomer) and Cray Valley and Cook Composite
Polymers coatings resins (please refer to section 4.3.2 of this
reference document).

ACRYLICS BU (14% OF TOTAL GROUP SALES IN 2010)

The Acrylics BU's main products are acrylic acid and its derivatives,
oxo-alcohols, phthalic anhydride and dioctylphthalate.

The main downstream markets for the Acrylics BU are coatings
(paints, UV curing, etc.), superabsorbents, plastic additives, water
freatment, paper and adhesives. In the next few years, growth in
coatings and in particular paints should be underpinned by the
development of the construction market in emerging countries
and by the growing use of high performance formulations in paints.
In superabsorbents, demand should be sustained by the growing
use of baby diapers in emerging countries (China, India, etc.)
and by an ageing population in the more mature markets.
Water treatment should also enjoy buoyant growth thanks to the
industrialisation of emerging countries and the tightening-up of

(1) In 2009, the breakdown of the segment's sales by BU was as follows: 18% Acrylics, 26% PMMA, 20% Thiochemicals, 20% Fluorochemicals, 10% Hydrogen

Peroxide, and 6% Specialty Acrylic Polymers (Coatex).

(2) Source: SRI-CEH Acrylic Acid & Esters, July 2007 and ARKEMA infernal estimate.

(3) Source: ParpinelliTecnon ATEC 2008 and ARKEMA infernal esfimate.
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environmental regulations regarding the freatment of municipal
and industrial water. In the coming years, world growth in acrylics
end-markets could average 4 to 5% per year M,

Following a tense period peaking in 2005, the start-up of new
production plants in Asia had led to a steep decline in acrylics
margins, which was further exacerbated in 2009 by a poor
economic environment. In 2010, an improvement in market
conditions coupled with a temporary supply shortfall led to a
noticeable recovery in acrylics margins.

The main raw materials used by the Acrylics BU are propylene
and orthoxylene, the supply of which is covered by medium- and
long-ferm contracts. The Group’s main supplier in France is Tofal
Petrochemicals France, under terms set out in section 22.1.2 of
this reference document. Propylene is an essential raw material
for the Acrylics BU. Its security of supply is a critical factor for the
Group.

The main competitors of the Acrylics BU are BASE The Dow
Chemical Company, and Nippon Shokubai.

Some acrylics assets acquired from The Dow Chemical
Company in North America were included in the Acrylics BU on
25 January 2010.

I November 2010, ARKEMA announced a US$110 million
modernisation and reliability investment plan over three years
on its Clear Lake and Bayport (Texas) sites in the US in order to
accommodate the growth of the acrylics and derivatives activity
in the growing markets of water treatment, superabsorbents,
and enhanced oil and gas recovery. In practice, this investment
plan will focus on projects that improve the competitiveness
and reliability of the Clear Lake acrylic acid plant, due to be
complefed beginning 2013, on the constfruction of a methyl
acrylate production line due to come on stream in the second
quarter 2013, and the conversion on the Bayport site of a butyl
acrylate plant for the production of 2-ethyl hexyl acrylafe fo be
completed beginning 2012. This project illustrates the Group’s
ambition to continue fo develop this strategic business while
improving its competitiveness.

ARKEMA also started up at the end of 2009 a new 50,000 fonne
2-ethyl hexyl acrylate production unit on the Carling-Saint-Avold
site (France) operating a new innovative process developed by
ARKEMA's R&D and Process departments.This new unit is helping
meeting the growth in the 2-ethyl hexyl acrylate world market,
one of the main applications being the manufacture of pressure
sensitive adhesives.

ARKEMA announced in November 2010 the construction of
a new plant to produce DMAEA, an acrylic acid derivative for
flocculants used in the freatment of wastewater, which are
seeing a strong increase in demand in Europe and in Asia, as
well as a plan to upgrade the site’s energy production plant and
equipment.This new plant will become operational in the first half
of 2012.These investments tofal €30 million.

(1) Source: ParpinelliTecnon ATEC 2008 and ARKEMA internal estimate.
(2) Source: ARKEMA internal estimate.
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Finally, in March 2009, ARKEMA and hte Aktiengesellschaft, a
company specialising in high throughput experimentation,
announced the success of their joint research project on catalysis
for the conversion of glycerol into acrolein and acrylic acid, while
in March 2010, the Lorraine Regional Council joined forces with
ARKEMA and two university laboratories to support a research
programme info biobased actrylics. The challenge of this project
is fo offer new “green” acrylic acid derivatives, and develop a
biobased chemicals activity in the Lorraine region. Production of
acrolein and acrylic acid from biomass processing falls in line
with ARKEMA's strategy for the development of a sustainable
chemistry based in particular on more efficient processes and on
the use of renewable raw materials.

In the future, the Acrylics BU plans to build on its strong marketing
positions and technical expertise o strengthen and expand its
businesses globally. In the mid-term, the Group aims o secure
production capacities in Asia.

EMULSION SYSTEMS BU (4% OF TOTAL GROUP SALES IN 2010)

The acquisition of certain acrylic assets from The Dow
Chemical Company in North America included an acrylic latex
business, which became ARKEMA's Emulsion Systems BU on
25 January 2010.

A natural downstream of ARKEMA's acrylic monomer production
sites in the United Stafes, this BU oversees the activities of the
Saint-Charles (Louisiana), Alsip (lllinois) and Torrance (California)
sites. It produces emulsions from a range of monomers: acrylic,
vinyl acetate, methacrylic, etc. These emulsions are used
primarily in architectural coatings, a sector in which the BU is
the second leading producer in North America @, as well as
in applications such as adhesives and sealants, textile, road
paints, etc.

The Emulsion Systems BU announced in September 2010 the
construction of an acrylic latex plant in China for the production
of a range of emulsion polymers infended primarily for the
coatings and adhesives markets. This new plant located on the
Changshu platform (China) represents US$30 million investments.
It is due fo come on stream af the end of 2012.

SPECIALTY ACRYLIC POLYMERS BU (COATEX)
(3% OF TOTAL GROUP SALES IN 2010)

The Specialty Acrylic Polymers BU manufactures specialty
polymers, mainly acrylic based, used as dispersants and
thickeners.The main end-markets for these high-growth specialty
chemical activities include paper, paint, water freatment,
cosmetics, fextile and concrete. With its headquarters and
largest site in Genay (France), near Lyon, Coatex also operates
industrial and storage facilities in Europe, the United States and
Asia. Coatex’s business offers strong synergies with ARKEMA's in
raow material, process and R&D terms, and represents the natural
downstream activities of ARKEMA's acrylic monomer production
sites in Europe and in the US.
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Since its acquisition by Arkema in October 2007, Coatex has
been able o speed up the pace of its development, in particular
through:

o the acquisition in June 2008 of the Ethacryl activity from
LyondellBasell which has boosted its position in the concrete
and plaster additives markets;

o theannouncementinJuly 2009 of the construction of a specialty
acrylic polymer production plant on ARKEMA's Changshu site
(China) at an investment cost of some US$20 million. This unit
should start up by mid 2011; and

o the integration in January 2010 of the Polyphobes acrylic
thickeners business from The Dow Chemical Company in North
America.

Also active in R&D, Coatex presented in October 2010 a
new method for the environmental friendly encapsulation of
hydrophobic substances.

Finally, ARKEMA and Omya, Coatex's main customer, are
engaged in strafegic cooperation, in particular in fechnical and
marketing fields.

PMMA BU (ALTUGLAS INTERNATIONAL)
(11% OF TOTAL GROUP SALES IN 2010)

The PMMA BU operates globally. Its main brand names, Plexiglas®
in America only and Altuglas® in the rest of the world, enjoy a
strong reputation.

This BU is an integrated production chain, from methyl
methacrylate fo the production of PMMA. It operates on three
continents with plants in the United States, Mexico, Europe and
South Korea.

The main products include various grades of PMMA resin as well
as cast and extruded sheet. Altuglas International sells its products
info a wide range of markets, of which the most important are
constfruction, aufomotive, sanitaryware, commercial display,
electronics, household goods and LED TVs. In the automotive
market, over and above the traditional applications of PMMA
such as rear lights, new applications are developing, in particular
panoramic roofs. The signs and display market is sustained by
increasing in advertising expenditure and by an improvement
in the standard of living in emerging counfries. Finally, the
development of felevision sets using the LED technology which
foday accounts for just 15% of television set sales in the world
but should reach 75% by 2014, represents an interesting growth
potential for PMMA. In the coming years, annual world growth in
PMMA end-markets could average 4% 0.

The Group is a leading producer of PMMA in the world @, Its main
competitors are Evonik, Mitsubishi, and Sumitomo.

In June 2009, ARKEMA and its subsidiary Altuglas International
announced a project to reorganise the Carling site (France) and
the PMMA sheet activity of Altuglas International in Europe. The
project entailed the shutdown of the MMA plant in Carling at the
end of 2009, the consolidation of MMA production on the Rho site
(taly), a refocusing in Europe on higher added value PMMA sheet
production, and the loss of 163 positions on ARKEMA's Carling

(1) Source: ARKEMA internal estimate.

site and 76 positions on the Altuglas International Bernouville
(France) site.

As part of the refocusing of its methacrylics activity, ARKEMA
concluded in March 2010 an agreement with the company
Evonik for the sale of its Higher Methacrylates business.

In the field of innovation, the leading PMMA brand name -
Altuglas® - launched ifs new range of “Think Thick” Altuglas®
blocks on the European market in March 2009, and, in 2010,
the brand launched new resins for medical applications,
Altuglas®CR30 and Altuglas®CR50, and a new supermat PMMA
grade with exceptional satin finish, very soff fouch, and excellent
resistance to scratches and fingermarks.

THIOCHEMICALS BU (8% OF TOTAL GROUP SALES IN 2010)

The Thiochemicals BU comprises mainly sulfurchemistry activities.
The BU's other product lines are amines, oxygenated solvents,
and rubber additives, the latter being produced by the French
subsidiary MLPC Internationall.

The main markets are animal feed, polymers, pharmaceuticals,
cosmetics, natural gas odorizers, solvents and petrochemicals.
Demand for animal feed is sustained by growing poultry
consumption, in particular in emerging countries. In the oil and
gas sector,demand is underpinned by the development of new
projects in Asia and the Middle East, and by the tightening-up of
standards on the sulphur content of automotive fuel, petrol and
diesel. New applications have also been developed for existing
products in soil fumigation, with a product that replaces methyl
bromide, due to be phased out. In the coming years, annual
world growth in Thiochemicals end-markets could average 4
fo 5% M.

Today, the Group is the world number one in this sector @, Its
main competitor is Chevron Phillips Chemical. The Group also
faces competition from certain local players on some products,
and from upstream infegrated producers of methionine (Evonik,
Adisseo, efc.).

The Thiochemicals BU has production facilities in Europe and the
United States, and may be in a position, in the longer term, o
consider developments in Asia.

In accordance with the Group's strategy, the Thiochemicals BU
intfends to further consolidate its world rankings in its main product
lines. Accordingly, the Thiochemicals BU has implemented a
number of development projects, while initiating a programme
fo refocus its portfolio. It has also carried out significant industrial
restructuring to adapt fo its changing markets, and in particular
fo competition from Asia.

In July 2010 ARKEMA was granfed marketing authorisation for
Paladin® from the EPA in the United States.This new solution entails
a pre-plant soil fumigant that is particularly effective against
parasites, weeds, and soil-borne plant pathogens, and has a
nil impact on the ozone layer, a low global warming potential
(GWP), and very fast decomposition in the atmosphere.The new
Paladin® fumigation agent has been developed by ARKEMA R&D
as a substitute to methyl bromide, a fumigation agent due to be
phased out under the terms of the Montreal Protocol.

(2) Source: CEH Marketing Research Report Acrilyc Resins and Plastics, December 2010.
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Additionally, the Thiochemicals BU is in the process of addressing
in France the consequences of the depletion of the Lacq natural
gas field, anticipated for 2013, that currently provides sulfur fo ifs
Lacq facility, in particular with the investment program described
in section 6.2 of this reference document.

FLUOROCHEMICALS BU (9% OF TOTAL GROUP SALES IN 2010)

The Fuorochemicals BU manufactures and  markets a
range of HCFCs (hydrochlorofluorocarbons) and HFCs
(hydrofluorocarbons) under the brand name Forane®.

These products are mainly used in two markets: refrigeration
(notably in construction, autfomotive and retailing) and foams
(blowing agents for polyurethane foam, for example). Some
are used as raw materials for fluorinated polymers (notably
polytetrafluoroethylene  (PTFE) and  polyvinylidene fluoride
(PVDF)). Growth in sales of fluorogases is linked in particular fo
(i) growth in refrigeration markets buoyed by the development
of airconditioning equipment in emerging countries, (ii)
increasing sales of fluorinated polymers thanks in particular fo
the development of new energies - certain fluorinated polymers
like PVDF produced by the Group, being used in photovoltaic
panels and in lithium ion batteries -, and finally (iii) strong growth
in the coatings market in Asia. In the coming years, annual world
growth for Fluorochemicals end-markets could average 2 to 3% .

In Fluorochemicals, the Group ranks second in the world®.
Its main competitors are DuPont, Mexichem Fluor, Ineos, Solvay
and Honeywell.

For the Group, Fluorochemicals are a worldwide business with
production sites in Europe (France and Spain), the United States,
and China.

Changes in regulatfions concerning HCFCs in developed
countries will lead to a reduction in their use in emissive
applications (foam expansion, for example), permitted uses
being limited to maintenance. The regulatory framework for the
use of HCFCs in mainfenance varies from one region to another:
fotal ban in Europe, and regulated sale by marketing rights in
North America. For new equipment and foam expansion, HCFCs
are being replaced by HFCs. Finally, the use of HCFCs remains
permitted in developing countries.

To take these regulations into account, the Fluorochemicals BU
develops new HFC blends (32, 125, 134q, 143a, etc.) and new
substitute products for foam. Together with HFC-32, HFC-125 is
an essential component of new generation refrigerant blends,
which include the R-410A blend poised to replace HCFC-22 in qir-
conditioning. Similarly, HFOs, developed by the Fluorochemicals
BU, are fourth generation blowing agents with nil Ozone Depletion
Potential (ODP) and low GWP which feature outstanding
properties, in particular in terms of insulation and dimensional
stability.

(1) Source: ARKEMA internal estimate.
(2) Source: SRI CEH Fluorocarbons, June 2008.

Overview of the Group’s business segments

The Fluorochemicals BU is also seeking to take advantage of
the growth potential in emerging economies, particularly those
in Asia. Accordingly, the Group has created two joint ventures in
partnership with the Daikin group fo produce and market new
generation refrigerant fluids in the Asia Pacific region, and so
become the fluorinated gas leader in the region.These are:

o Arkema Daikin Fluorochemicals Co. Ltd, a 60% ARKEMA/40%
Daikin joint venture set up for the production and marketing
of HFC-125. Production, at a world-scale capacity, the first of its
size in Asia, is located on ARKEMA's Changshu site (China), and
came on stream in the second quarter of 2010; and

o Daikin Arkema Refrigerants Asia Ltd, a 60% Daikin/40% ARKEMA
joint venture for the production and marketing in Asia Pacific of
new generation HFC refrigerant fluid blends.

Additionally, the Group has been supplying since early 2010
HCFC-22 to the company Dyneon in Europe as part of a long-
ferm agreement announced on 19 February 2009. HCFC-22 is
the raw material of PTFE (PolyTetraFluoroEthylene) and various
fluoroelastomers.

In mid-2008, the Group started an incinerator fo burn the HFC-
23 by-product from HCFC-22 manufacture as part of a project
fo reduce greenhouse gas (GHG) emissions from its Forane®
22 production plant at its Changshu industrial site in China. The
project had been registered in 2008 with the Executive Board
of the Clean Development Mechanism, a body of the United
Nations Framework Convention on Climate Change (UNFCCC).

The annual reduction in emissions has been estimated ot
some six million tonnes CO, equivalent, including a quota of
3.4 million fonnes eligible for certified emission reductions (CER)
allocated by UNFCCC, subject o cerfification by an independent
body.The confribution of sales of CERs fo the Group’s 2010 result
was not very significant.

The project is part of the Group’s ongoing effort in the field of
sustainable development, and results in a reduction of over 60%
in its greenhouse gas (GHG) emissions. With the incinerator now
in service, the Group’s global GHG emissions have been divided
by six since 1990, the baseline year of the Kyoto Protocol.

HYDROGEN PEROXIDE BU (4% OF GROUP SALES IN 2010)

The Hydrogen Peroxide BU has three product lines: hydrogen
peroxide, sodium chlorate and sodium perchlorate, hydrazine
hydrate and its derivatives.

Hydrogen peroxide is a worldwide business for the Group, based
on production units in Europe (France and Germany), North
America (Canada and the United States), and Asia (China).

Its main end-markets are pulp and paper, chemical products
(including organic peroxides in the case of the Group), fextiles,
and electronics. Its inherent qualities, in particular its neutrality
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vis-a-vis the environment, give this product inferesting growth
prospects (average worldwide growth estimated af 2 fo 3% a
year)®. Energy is an important component of the production
costs of this business.

The Group ranks third in the world for production of hydrogen
peroxide®@, its main competitors being Evonik, Solvay, FMC
and EKA.

Sodium chlorate, used mainly in the pulp and paper industry, is
produced at only one site. The Group is a regional player in the
market for this product.

To strengthen its global positions and take advantage of growth
in the regions showing the strongest potential, the Group is
carrying out various investments in Europe, North America and
Asia. In 2008, the Group successfully brought on stream the
capacity extension of its plant in Shanghai (China), faking it to
80,000 tonnes per year. This extension was carried out as part of
the Arkema Shanghai Hydrogen Peroxide joint venture, in which
Arkema S.A. holds an indirect 66.6% stake and Shanghai Coking
33.3%. Following these developments, ARKEMA's tofal production
capacity for hydrogen peroxide stands at around 400,000 tonnes
per year.

Key figures

(In millions of euros)

Sales
EBITDA
Recurring operating income

Capital expenditure (gross)

1,680 1,318 1,602
259 102 177
170 1 92
107 121 86

Breakdown of the segment’s sales by BU
(2010) ®

33%
Functional Additives
49%
Technical
Polymers

18%

Speciality Chemicals

General description of the segment’s business

The Performance Products segment comprises three BUs: Technical
Polymers, Specialty Chemicals (CECA), and Functional Additives.

These BUs share the same objective, which is fo provide, in the
various markets concerned, technical solufions adapted fo the
needs expressed by their customers.

The Group has very strong positions in the various market
niches covered by these BUs. This is particularly true of
polyamides 11 and 12, PVDFE, molecular sieves, PVC additives (tin-
based heat stabilizers, acrylic impact modifiers and processing

(1) Source: ARKEMA internal estimate.
(2) Source: SRI CEH Hydrogen Peroxide February 2009.

aids) and organic peroxides. A significant portion of the Group’s
products in these areas is sold under well-known brand names.

Benefiting from its manufacturing facilities on three continents, the
Group operates in these markets on a global basis.

Most of the Performance Products segment’s BUs have a cerfain
degree of integration with the Group’s other business activities. For
example, the precursor of PVDF is produced by the Fluorochemicals
BU, hydrogen peroxide is a raw material for organic peroxides,
and certain acrylic and thiochemical derivatives are used in the
production of PVC additives.

The key success factors for the Performance Products segment lie
in the quality of its relations with its customers, its ability fo provide
innovative solutions resulting from its R&D efforts, to develop new,
high value-added products, and its capacity to fake advantage
of the potential of growing regional markets, in particular Asian
markets.

Since 2006, the priority for this segment has been fo improve ifs
results by refocusing its activities portfolio, boosting its presence in
Asia, and developing new innovative products.

The segment has initiafed an active portfolio management by
divesting in 2007 its non-core activities in agrochemicals and
urea formaldehyde resins, and in May 2009 two product groups,
ceramic opacifiers and polyester resin catalysts, fo the Singapore-
based company Hoe Seng Co Pte Ltd. Additionally, the Group is
fargeting bolt-on acquisitions fo strengthen its portfolio. Finally, the
Group has undertaken a number of restructuring actions across
the segment’s BUs.

(3) In 2009 the breakdown of the segment’s sales by BU was as follows: 44% Technical Polymers, 22% Specialty Chemicals, and 34% Functional Additives.
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TECHNICAL POLYMERS BU (14% OF TOTAL GROUP SALES IN 2010)

The Technical Polymers BU includes three main product lines
(specialty polyamides, PVDFE and functional polyolefins) sold
under wellknown brand names such as Rilsan®, Rilsamid®,
Orgasol®, Pebax®, Kynar®, Lotryl®, Lotader® and Orevac®.

The specialty polyamides include polyamides 11 and 12 which
are used mainly in the transport, textile and oil and gas industries.
Other products include Orgasol® ultrafine powders, used in
cosmetics and paints, Pebax® (polyether block amide), which is
used in sportfs equipment, and copolyamides, used in the textile
industry. The Group holds leading positions in the production of
specialty polyamides (polyamides 11 and 12) @, where its main
competitors are Evonik and EMS.

PVDF is used in architecture, chemical processes, electricity,
electronics, and photovoltaic panels. The Group is joint world
leader in this product @, with Solvay as its main competitor.

Finally, the functional polyolefins range of products is used
primarily in adhesives, the electrical and electronics industries,
packaging, and automotive.

Since 2009, several ulfra high performance polymers have been
launched, including:

o Rilsan® HT, the first high temperature thermoplastic with a new
and unique characteristic for polyphtalamide (PPA) based
materials: flexibility, thereby opening up a wide scope of new
fechnical applications while suitable for every processing
fechnology (extrusion, blow moulding, injection moulding);

o Rilsan® Clear G830 Rnew, the first fully transparent biosourced
high performance polyamide;

o a nanostructured thermoplastic polymer for the encapsulation
of new-generation photovoltaic modules marketed under the
brand name Apolhya® Solar;

e several new Pebax® grades, in particular Pebax® Clear and
Pebax® MH2030 and MV2080, two infrinsically dissipative
polymers (IDP) used as antistatic additives in plastics and in
packaging;

e Rilsan® PA11, the first high performance polyamide to be
approved in the United States for the manufacture of pipes
for high pressure natural gas, already with two worksites where
corroded steel pipes have been replaced with Rilsan® PA 11,
which requires minimum maintenance for an installation cost
comparable to that of steel pipes;

o New extruded foam in Kynar® PVDF, 30% lighter than that made
from traditional Kynar® resin; and

o an ethylene-vinyl acefate copolymer (Evatane 33-45PV)

infended in particular for photovoltaics with the encapsulation
of cristalline silicon cells in solar panels.

(1) Source: ARKEMA internal estimate.
(2) Source: SRI CEH Fluoropolymers, December 2008.
(3) Source: ARKEMA internal estimate.

Overview of the Group’s business segments

In Research and Development, ARKEMA also:

« announced in April 2010 the creation, with Japanese company
Toyobo, of a strategic partnership in high tfemperature
polyamides derived from renewable raw materials; and

o won the Pierre Potier Prize with Kynar Aquatec®, a PVDF-acrylic
resin available for the first ime as an aqueous formulation for
the manufacture of roofing coatings that reflect the sun'’s rays
efficiently and sustainably, therefore affording major energy
savings.

The Group has announced or carried out a number of fargeted
development projects in its higher value-added product lines.
These projects fit in perfectly with the BU's strategy which consists
in bringing innovative products to the market, expanding the
product range, and carrying out targefed capacity increases.
These projects include:

o the capacity extension of over 2,000 tonnes per year for Kynar®
PVDF, i.e. a capacity increase of almost 15%, af its Calvert City
site (United States);

o the proposed construction of a new VF2/PVDF production plant
at Changshu (China), due fo come on stream in March 2011,
in particular with its flagship resin Kynar 500°, and the
announcement in January 2011 of a 50% production increase
effective mid-2012.The increasing pace of development at this
plant will help meet the fast growing demand for PVDF resins in
emerging fechnologies, in particular with applications in new
energies and water filtration; and

« the frebling of production capacities for products in the Rilsan®
(biosourced polyamide) and Rilsamid® (polyamide 12) range,
with the construction on the Changshu site (China) of a
new 6,000 tonne polymerisation line, which should reach full
capacity by mid-2013.

SPECIALTY CHEMICALS BU (CECA) (5% OF TOTAL GROUP SALES
IN 2010)

The Specialty Chemicals BU takes the form of the CECA subsidiary
and covers two main areas: surfactants and interface agents, on
the one hand, and adsorption and filtration, on the other.

The first area of business consists mainly of a number of specialty
chemicals produced downstream from fatty acids. The wide
variety of products are used as additives in very diversified areas
such as oil and gas production, bitumens, ferfilizers, corrosion
inhibitors, anfi-statics and emulsifiers.

The second area of business encompasses a number of mineral
products: molecular sieves (for which CECA is the world's number
two) @, diatomite, activated carbon, and perlite. They are mainly
used as adsorption and filtration aids in the following sectors:
food industry, chemicals, construction, industrial gas separation,
pharmaceuticals, and environmental protection.
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CECAs strategy consists of developing higher value-added
product lines by drawing on its R&D efforts and ifs strong
knowledge of customer needs.

In 2010, CECA benefited fully from development efforts in recent
years, with:

e new specialty molecular sieves production lines af its plants in
Inowroclaw, Poland, and Honfleur, France; and

o the acquisition of the “activated carbon and regeneration”
activity of SNF Italia, a subsidiary of the SNF FLOERGER group,
and of part of the *amine derivatives” business of Japanese
company Kao Chemicals Europe, as well as of Italian company
Winkelmann Mineraria, whose main activity is the production of
expanded perlite for the agro-food market.

Finally, in recognition of its R&D work, CECA was presented in 2009
with an ICIS Innovation Award, Best Product Innovation category,
for its Cecabase® RT additives for “green roads”. Additionally,
the judges having decided for the first fime fo single out an
overall winner across all categories, this project was selected
from a record number of applications as the best innovation
from all categories. These surfactant additives are incorporated
in small quantities info the bitumen/mineral aggregate mix fo
help reduce energy consumption (by up to 50%) by allowing a
40 to 50°C decrease in production femperatures. Furthermore,
these additives improve working conditions, while also reducing
emissions of carbon dioxide, dust, volatile organic compounds
(VOCs), and nitrous oxides during both the production and the
application of the bitumen mix.

FUNCTIONAL ADDITIVES BU (9% OF TOTAL GROUP SALES IN 2010)

This BU brings fogether a number of product lines (organic
peroxides, PVC additives, additives for coatings, and catalysts).

Organic peroxides are initiators that are used in several
areas: commodity polymers (initiators of the reaction for low-
density polyethylene, PVC, and polystyrene), acrylic polymers,
unsaturated polyesters, or the cross-linking of rubber. The Group
estimates that it ranks second worldwide in this sector. Its main
competitors are AkzoNobel and United Initiators.

(1) Source: SRI CEH Organometallics, October 2008.
(2) Source: SCUP Plastics Additives, December 2009.
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PVC additives include impact modifiers, processing aids and
heat stabilizers. In the coatings sector, the Group sells products
used in flat glass and glass bottles.The Group is one of the world’s
leading companies in each of its main applications. For example
the Group ranks second worldwide in the production of tin-based
heat stabilizers for PVC @, and is the leading US manufacturer of
impact maodifiers @. In fin-based stabilizers, its main competitors
are The Dow Chemical Company and Galata Chemicals.

Additives are produced in Europe, North America and Asia.

To meet strong growth in Asian construction and packaging
markets, and to boost its leading position in this region, the Group
carried out in 2008 the doubling of production capacity for PVC
heat stabilizers in Beijing (China). This extension has increased
capacity o 12,000 tonnes per year, making the Beijing plant the
largest in Asia.

Additionally, in order to restore its competitiveness, the Functional
Additives BU carried out in 2008 a plan for the restructuring of
the organic peroxide activity at the Crosby site (United States),
and shut down production of methacrylate-butadiene-styrene
(MBS) impact modifiers marketed under the tradename
Clearstrength® on the Axis site (United States, Alabama) with a
view to concentrating its world production within the Vlissingen
facility in the Netherlands, resulting in cost savings from 2009.

As regards the management of its portfolio of business, ARKEMA
sold in May 2009 to the Singapore-based group Hoe Seng Co
Pte Ltd two product lines, ceramic opacifiers and polyester resin
catalysts produced on the Guangzhou site (China), which
employ 105 people and account for annual sales of the order
of €13 million.

In 2009, the Group acquired the organic peroxide business from
the American company GEO Specialty Chemicals, representing
annual sales close to US$30 million.

In terms of R&D, in August 2010 the Functional Additives BU
launched Durastrength®365, a patented innovation that is unique
in the acrylic impact modifiers market for PVC window profiles,
offering unrivalled cost efficiency.
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5 Information about the Company

Information about the Company

5.1 Information about the Company

The Company is registered at the Nanterre Trade and Companies Registry (Registre du commerce et des sociétés de Nanterre) under
registration number 445 074 685.

The Company’s SIRET number is 445 074 685 00030. Its NAF code is 2016 Z.

5.1.3 Date of incorporation and term

The Company was incorporated on 31 January 2003 for a fixed period of 99 years from its date of registration at the Trade and Companies
Registry, until 31 January 2102, unless the term is extended or the Company is wound up earlier.

Registered office: 420, rue d'Estienne d'Orves, 92700 Colombes.
Telephone: +33 1 49 00 80 80.

The Company is a French société anonyme with a Board of Directors governed by the legislative and regulatory provisions of the Code de
commerce.

5.1.6.1 Significant events between 5.1.6.2 Significant events since the review
31 December 2010 and the review of of the accounts by the Board of
the accounts by the Board of Directors Directors on 1¢ March 2011

on 1¢ March 2011

See note 30 of the consolidated financial statements at
31 December 2010 in chapter 20 of the present reference
document.
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Capital expenditure

5.2.1 Description of the main capital expenditure made by the Group over the past

three years

The Group’s capital expenditure (in intangible and tangible
assets) amounted to €335 million in 2008, €301 million in 2009,
and €315 million in 2010. On average @, the Group has therefore
invested around €317 million per year. Over this period, capital
expenditure has been focused on (i) the mainfenance of industrial
facilities, safety and environmental profection, accounting for
approximately 51% of the total, and (ii) development projects, in

the form of either major projects or productivity improvements in
existing facilities, accounting for approximately 49%.

On average M, 22% of investments were spent on the Vinyl Products
segment, 45% on the Industrial Chemicals segment, and 33% on
the Performance Products segment. On average®, 66% of these
investments were made in Europe, 19% in North America, and 15%
in Asia.

The main development investments carried out by the Group over the past three years were:

Year BU Description

2008 Chlorine/Caustic Soda

Hydrogen Peroxide

Installation of an electrolysis plant at Saint-Auban (France) as part of Vinyl Products segment consolidation plan

Doubling of hydrogen peroxide production capacity at Shanghai plant (Chinay)

Optimization of process and production capacity increase for azoic initiators at Lannemezan (France)

2009 Acrylics

PMMA

Technical Polymers
2010 Fluorochemicals

Technical Polymers

New 2-ethyl hexyl acrylate plant at Carling (France)

Increase in acrylic resin blends capacity at Bristol (United States)

Optimisation and increase in monomer capacity for Rilsan® 11 polyamide at Marseille (France)
Start-up of an HFC-125 production plant at Changshu (China) in partnership with Daikin

Production capacity increase for Kynar® PVDF at Calvert City (United States)

Furthermore, in 2010, the Group acquired certain acrylics assets from The Dow Chemical Company, as well as the French company Piezotech.

5.2.2 Description of main current investment projects

The Group’s main current investment projects are the following:

Acrylics

Construction of new DMAEA production plant at Carling (France)

Modernization and production capacity increase for acrylic acid at Clear Lake (United Statfes)

Emulsion Systems
Specialty Acrylic Polymers

Technical Polymers

Construction of acrylic latex production plant at Changshu (Chinay)
Construction of a specialty acrylic polymer production plant in Changshu (China)

Development of Kynar® PVDF production site at Changshu (China)

Production capacity increase for polyamides at Changshu (China)

Incubator

Construction of pilot production plant for carbon nanotubes at Mont (France)

On 7 December 2010 the Group announced a plan to acquire Totals’ photocure resins and coatings resins.

Capital expenditure is first and foremost financed by the resources generated by the Group in the year. Beyond this, the Group can use the

credit resources detailed in section 10.2.

(1) Overthe past 3 years.
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5.2.3 Future capital expenditure

ARKEMA considers that on average the Group’s recurring capital In 2011, in view in particular of its ambitious capital expenditure plan
expenditure should stand at around 5% of its annual sales, 55% of in its acrylics activity in the United States and of the acceleration of
which allocated to growth and productivity capital expenditure. In growth in Asia, the Group is planning capital expenditure of some
particular, the Group infends fo allocate between one third and €360 million.

one half of its development capex fo ifs projects in Asia.
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6 Risk factors

Dependence factors

The Group carries out its business activities in a rapidly changing
environment, which creates risks for the Group, many of which
are beyond its control. The risks and uncertfainties described
below are not the only ones which the Group faces or will face
in the fufure. Other risks and uncertfainties of which the Group
is currently unaware or that it deems not to be significant as

6.1 Dependence factors

In general, the Group does not depend on a single supplier for
the majority of its raw material supplies. However, for certain raw
materials that are essential fo its business, the Group is dependent
on only one supplier or alimited number of suppliers for a significant
part of such supplies; failure fo perform by any such supplier or a
significant increase in prices charged by any one such supplier
could have a material adverse effect on the Group's business,
financial situation, results, or future prospects.

In addition, some of the Group’s operational units in France (in
the chlorochemicals, acrylic acid, oxo-alcohols and functional
polyolefins sectors) were built downstream of steamcrackers owned
byTotal Petrochemicals France (TPF).The level of physical infegration
of these units with TPF's production capacities is particularly high,
and the raw materials delivered by Total S.A. are essential for the

0.1.2 Dependence on certain customers

The Group has entfered info agreements with cerfain customers
that represent significant financial income. However, none of these
sales represented more than 3% of total Group sales in 2010. The
Group's business, financial situation, results and future prospects
would be adversely affected in a material way if these agreements
were fo be terminated, were not renewed at the end of their term, or
were renewed under less favorable conditions than the conditions
initially agreed upon.

In its business activities the Group uses a number of technologies
under license from third parties. If, for any reason, the Group were
no longer able to use these technologies, this could produce an
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of the datfe of this reference document could also adversely
affect its business activities, financial situation, results, or future
prospects. Risk assessment and management are described in
sections 15.7.1.3 and 15.7.1.5 of this reference document.

operation of the Group’s factories in France.The main contracts are
described in section 22.1 of this reference document.

Furthermore, the Group has enfered info long-term agreements
containing minimum supply commitments with a number of its raw
materials suppliers. In the event of failure to fulfill these contfractual
commitments or if the Group should terminate these agreements
before the end of their ferm, the relevant suppliers could file
claims for compensation or for payment of penalties, which could
adversely affect the Group’s results and financial situation.

Lastly, if one of the contracts described in chapter 22 of this
reference document was not renewed on expiry, or was renewed
on less favorable terms than those initially agreed, this could have
a significant unfavorable effect on the Group'’s business, financial
situation, results and future prospects.

In addition, some of the Group’s customers could be acquired
by competitors with upstream infegration in the chemicals
sector. In such circumstances, it cannot be ruled out that these
customers would cancel their contracts with the Group, not renew
such contracts at the end of their ferm, or renew contracts at
less favorable ferms than initially agreed, which could have an
unfavorable effect on the Group.

However, the Group achieves less than 20% of its sales with ifs fop
20 customers.

adverse effect on ifs business, financial situation, results and future
prospects.
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The prices of certain raw materials and energy resources used
by the Group are very volatile, and fiuctuations in such prices
lead fto significant variations in the costs of the Group’s products.

The Group uses large quantities of raw materials and energy
resources in the manufacturing processes of ifs products.

A significant part of raw material costs, energy costs and fransport
costs is directly or indirectly related to the price of crude oil.
Consequently, the Group's exposure to oil price voldatility is high.

Moreover, the Group’s businesses use large quantities of gas and
liquid fuels, making it highly exposed fo volatility in prices for these
energy sources.

The Group is also exposed to fluctuations in the prices of other raw
materials not related to oil such as tin and castor ail.

The Group seeks to secure its sources of supply for these raw
materials and ifs energy sources and to reduce the cost thereof by
diversifying its sources of supply.

To limit the impact of volatility in the prices of its main raw materials
and energy sources, the Group may also use derivatives, such as
futures, forwards, swaps and options, on both organized and over-
the-counter markets. Such instruments are strictly related fo existing
contracts (see notes 22.5 and 23 of the notes to the financial
statements at 31 December 2010 presented in chapter 20 of this
reference document).

The Group has entered info agreements for the supply of
certain raw materials and energy resources; if the terms of these
agreements were to become less favorable, this could adversely
affect the Group’s financial situation.

Given the importance of electricity supplies fo chlorine sites (large
amounts of electricity are used in chlorine/caustic soda electrolysis
and in the production of chlorate and perchlorate), and, fo a
smaller extent, to non-chlorine sites for which the price of electricity
used by the Group in France accounts for a significant portion
of the production cost of certain products, any deterioration in
the Group’s electricity purchasing ferms could have a significant
adverse effect on the Group’s business, financial situation, results
and future prospects.

A description of the supply conditions for the Group’s chlorine-
producing and non chlorine-producing plants is provided in
section 22.1.1 of this reference document.

Historically, the thiochemical businesses were developed at the
Lacq site in France fo take advantage of the abundant supply of
hydrogen sulfide available on site. Hydrogen sulfide is a key raw
material in Thiochemicals and is present in large proportions in
the gas produced at Lacg. Due to the upcoming decline and
depletion of the Lacq gas field, these conditions will disappear
by 2013 (as projected today). An investment program in the Lacq
area was launched by Sobegi in December 2010, in partnership
with Total EP France and ARKEMA, and with the support of the State;
this would allow a complete overhaul of the Sobegi platform’s

Main risks

industrial infrastructures, and should allow the continuation of
the thiochemicals activities under economic conditions deemed
competitive at the date of this reference document. These
investments would amount to €120 million, with ARKEMA's share
estimated at some €25 million at this stage.

The Group’s pension and similar obligations may exceed its
related provisions or, in certain cases, could result in asset
shortfalls.

Although Total S.A. has retained some pension obligations dating
back to before the Spin-Off of Arkema’s Businesses, the Group
has obligations to its employees for pension benefits and other
post-employment benefits due upon fermination of employment
in most countries where it operates (see section 17.4 of this
reference document). Projections of the Group’s obligations are
based on actuarial assumptions and, more particularly, on
estimated salaries at retirement age, mortality fables, discount
rates, anticipated long-ferm yields on the invested funds, and rates
of increase in compensation levels. If these actuarial assumptions
failed to materialize, if new regulations were enacted or if existing
regulations were amended or applied differently, the Group’s
pension, retirement and related obligations (i) would have fo be
adjusted and its cash position would be favorably or unfavorably
affected by the financing of assefs allocated fo cover such
obligations, and (i) could exceed its related reserves as described
in the financial statements included in chapter 20 of this reference
document.

In some counfries where the Group operates, particularly the
United Statfes, obligations arising from employment agreements,
retirement schemes and plans or other benefits to which Group
employees are entitled are coupled with an obligation to allocate
assets to finance such benefits. The value of these assets depends
of the evolution of financial markets. A fall in these markets could
result in the Group having an obligation to make a financial
contribution.

Some of the technologies that the Group currently uses are at
risk from changes in legislation and regulations.

The use of the mercury process for the production of chlorine and
caustic soda may be curtailed, for example. While as of the date of
this reference document there are no European regulations setting
a timetable for discontinuing such electrolysis in Europe, the Group
will most likely be required to begin fo shut down these facilities and
possibly replace them with units that use a membrane process
over the next several years, as some of its competitors have already
done. At the date of this reference document, the Group has not
set a specific fimetable fo undertake this process, but it plans to
abide by the commitment made by Eurochlor (association of
European manufacturers), which has set 2020 as the deadline for
discontinuing mercury electrolysis in Europe. However, it cannot
be excluded that the closure of mercury electrolysis accelerates
in Europe because of pressure from cerfain environmental
organisations fo revise this timetable.
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Main risks

To the best of the Company's knowledge, no legislative or
regulafory change has a sufficiently precise scope or schedule fo
be considered, af the date of this reference document, as likely to
put another technology of the Company at risk and fo adversely
affect the business, results and financial situation of the Group.

ARKEMA is an infernational group fthat is exposed fo the
economic environment as well as to political and regulatory
risks and conditions in the countries in which it operates.

The Group operates in the world market and has production
facilities in Europe, North America and Asia. Many of its main
customers and suppliers also have infernational operations.

Consequently, the Group’s business and financial results are likely
fo be directly or indirectly affected by any negative change in the
world economic, political and regulatory environment in which the
Group operates.

The direct and indirect consequences of conflicts, terrorism,
political instability or the emergence of health risks in countries
where the Group is active or markets its products could affect the
Group’s financial situation and future prospects, in particular by
causing delays or losses in the delivery or supply of raw materials
and products and increasing costs related fo safety, insurance
premiums or ofher expenses needed fo ensure the future business
of relevant operations.

The Group's infernational business activity exposes it fo a multitude
of local business risks, and its global success depends on its ability
to adapt to economic, social and political changes in each of the
countries where it operates. The Group could fail to develop and
implement effective policies and strafegies in each of its foreign
bases.

Furthermore, changes in legislation or the unexpected adoption of
more stringent regulatory requirements (particularly with respect
to taxes, customs duties, intellectual property and import/export
licenses or health, safety or environmental regulations) could
significantly increase the costs incurred by the Group in the various
countries in which it operates.

If any of the risks described above were to materialize, this could
adversely affect the Group’s business, financial situation, results,
and future prospects.

In some countries where the Group operates, the production,
sale, importing or exporting of certain products is subject to prior
authorizations and permits.

In almost all countries where the Group operates, the production,
sale, importing or exporting of cerfain products is subject fo the
award, maintenance or renewal of authorizations and permits,
particularly operating permits. If the Group were unable to secure
or renew such licenses or permits, or if these were renewed on less
favorable ferms than the terms initially agreed, this could adversely
affect the Group'’s business, results, or financial situation.
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A number of the Group’s facilities are located on land that it
does not own and that it leases.

While the Group owns most of the land on which its facilities are
built, some facilities, particularly in France, in the United States and in
Asia, are located on land that belongs to third parties and that the
Group occupies under the terms of leases or similar agreements.
If these agreements were fo be terminated or not renewed or if
they were renewed on less favorable ferms than the terms initially
agreed, this could adversely affect the Group’s business, results, or
financial situation.

To the best of the Company's knowledge, at the dafe of this
reference document, there are no specific significant risk relating
fo the potential non renewal during the year of leases or similar
agreements on which the Company’s business depends and
which, if they were not renewed, could adversely affect the business,
results and financial situation of the Group.

The various industries in which the Group is active are exposed to
variations of supply and demand, which could have a material
adverse effect on its results and financial situation.

The Group’s results could be directly or indirectly affected by
variations of supply and demand in the various industries in which
it operates.

In this respect, external factors over which the Group has no control,
such as general economic conditions, competitors’ activities,
infernational condifions and events, or changes in regulatfions
could foster volatility in raw material prices and in demand, leading
fo fluctuations in the prices and volumes of products sold by the
Group and in these products’ profit margins.

The Group faces infense competition.
The Group faces intense competition in each of ifs business lines.

In Vinyl Products and Industrial Chemicals, the commodity nature
of the products puts the emphasis on price competition. Some of
the Group’s competitors are larger than the Group and are more
vertically infegrated, which could enable them fo benefit from lower
production costs for certain products that are also manufactured
by the Group.

In Performance Products, differentiation, innovation and the quality
of the products and related services play an important role. Despite
the efforts that the Group has made in this area, based on these
criteria, the Group cannot assert that its product range is more
attractive than that of its main competitors.

Any of the Group’s products may face intense competition,
particularly due to excess production capacity or low prices set
by cerfain manufacturers that operate with highly competitive
production cost structures.

The infroduction on the market of new products or new
fechnologies developed by the Group'’s competitors, most notably
in Asia, or the emergence of new competitors could also affect
the Group’s competitive position, which could adversely affect its
business, results and financial situation.
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The Group is dependent on the development of new products
and processes.

The business activities and future prospects of the Group are
heavily reliant on its ability to produce new products and new
applications and to develop new production processes. This is
the case with fluorinated gases in particular, where regulatory
changes lead fo the development of new blends or substitutes for
which patent registration can prove a decisive factor. The Group
cannot guarantee that it will develop such new products and new
applications successfully, or that it will be able to launch them on
the market at the right time.

To remain competitive in the highly competitive chemical industry,
the Group must dedicate substantial funds to R&D each year for
the development of new products and processes. Even if its R&D
efforts are successful, the Group’s competitors could develop
more effective products or successfully introduce a larger number
of products on the market. The Group spends around 2.5% of its
revenues on R&D. Ongoing expenditure dedicated fo launching
new products or to research and development of future products
could lead to higher than expected costs without producing a
proportional increase in the Group's revenues.

If any of these events were to occur, this could adversely affect the
business, results, and financial situation of the Group.

Some Group companies are exposed fo risks relating fo
operations conducted through joint ventures in which they do
not hold an exclusive controlling interest.

The Group is exposed fo risks relating to joint ventures in which it
does not hold an exclusive controlling inferest. Some of these joint
ventures are also important customers or suppliers of the Group.
The joint ventures included in the Group’s scope of consolidation
are described in the notes fo the financial stafements at
31 December 2010 presented in chapter 20 of this reference
document.

In accordance with the contracts and agreements governing the
operation, control and financing of these joint ventures, certain
strategic decisions can be made only with the agreement of alll

Main risks

partners.There are risks of disagreement or deadlocks among the
partners in these joint ventures. In certain cases that are beyond
ARKEMA's control, these joint ventures could also take decisions
that run against the Group's interests.

Lastly, the Group’s investments in these joint ventures, in general
or pursuant fo specific agreements with the partners in these
companies, may require that it make further investments in them or
purchase or sell certain companies.

Any of the situations mentioned above could adversely affect the
Group's business, financial situation, results and future prospects.

The pacts or agreements relating to joint ventures are described
in chapter 22 of this reference document for those that the Group
considers significant.

Some of the Group’s production facilities are exposed to climatic
or seismic risks due fo their geographical location.

The Group has identified 13 production facilities, in particular
in the United States (nine sites near the Gulf of Mexico, four sites
near the Ohio and Mississippi Rivers) that are exposed due to
their geographical location to risks of physical deterioration or
even production interruption owing fo major climatic events such
as storms or hurricanes or to seismic activity (i.e. earthquakes). If
such events occur, this could have material adverse effects on the
Group’s business, financial situation, results and future prospects.

The Group owns or uses a number of pipelines; if these were to
be damaged or destroyed by an accident, this could adversely
affect the Group’s business and financial situation.

The Group owns or uses a limited number of pipelines, some of
which belong fo third parties, for carrying supplies of raw materials.
Despite the security measures that the Group has adopted for the
operation of these pipelines (see section 8.2.1.2 of this reference
document), the possibility of an accident can never be ruled out.
In addition fo the environmental impact, such an accident would
negatively affect the Group's raw materials supplies and could
consequently produce a material adverse effect on its business,
financial situation, results and future prospects.
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Main risks

6.2.2 Industrial and environmental risks

6.2.2.1 Risks relating to environmentall
regulations

The Group’s business activities are subject fo ever changing
local, national and international regulations on the environment,
health, hygiene and safety, which impose increasingly complex,
costly and restrictive requirements.

The Group must comply with a variety of environmental, health,
hygiene and safety regulations, pertaining, among other things, fo
industrial safety,emissions or releases into the air, water or soil of toxic
or hazardous substances (including waste), fo the use, production,
labeling, fraceability, handling, fransport, storage, elimination of, or
exposure to such substances, and to the remediation of industrial
sites and environmental clean-up.

Should the courts or the competent authorities adopt a stricter
stance in interpreting and applying these regulations, the Group
could be compelled fo incur higher financial costs than its current
costs. In addition to these existing regulations, which could be
amended fo be more restrictive for the Group, other regulations are
in the process of being enacted or could be enacted in the future.

Examples include European regulation n° 1907/2006 of the
European Parliament and of the Council of 18 December 2006
concerning the Registration, Evaluation and Authorisation
of Chemicals (REACH) as well as the restrictions applicable
fo these substances, which came info force on 1 June 2007
(see section 8.2.2.3 of this reference document). Similarly, law
n°2008-757 of 1 August 2008 has incorporated info French law
directive 2004/35/EC of 21 April 2004 relating to environmentall
liability with regard to the prevention and remedying of
environmental damage, and could lead to an upsurge in grounds
for remedy invoked against industrial operators.

Finally, directive 2009/29 of 23 Aprii 2009 amended
directive 2003/87/EC to improve the GHG trading system for the
period from 2013 fo 2020: the amount of allowances that will be
allocated to the Group will be based on the average performance
of the 10% of the most efficient facilities regarding activities that are
so-called exposed to the risk of carbon leakage, while the other
activities will see their allocations gradually disappear as these are
replaced by the auctioning of allowances.

If existing regulations were fo be amended to become more
restrictive for the Group or if new regulatfions were adopted,
this could (i) compel the Group to significantly scale back
on production and marketing of certain products, or, possibly,
discontinue production and marketing altfogether, or shut down,
tfemporarily or permanently, certain production units; (i) restrict
the Group’s ability to alter or expand its facilities, to modify certain
production processes or fo continue production; and (iii) possibly
compel it to abandon cerfain markets, to incur significant
expenditure to produce substitute substances, fo institute costly
emissions control or reduction systems, or, more generally, fo incur
significant new expenditures, in particular for remediation of
existing sites. The resulting consequences and costs for the Group
cannot be accurately estimated due to existing uncertainties over
the content of such regulations, their implementation dates, or the
allocation of costs among the various industry players.

Failure to comply with these regulations could lead to administrative,
civil, financial or criminal sanctions, which could adversely affect
the Group's business, results and financial situation.
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0.2.2.2 Environmental and industrial safety risks

The business areas in which the Group operates entail significant
environmental liability risks.

The Group operates many industrial facilities, in particular “Seveso”
facilities as defined by European directive (EC) n° 96/82 of
9 December 1996 known as the "Seveso Il Directive” or similarly
identified facilities outfside Europe, where hazardous substances
that are liable tfo present significant risks to the health or safety
of neighboring populations and fo the environment are used,
produced or stored. In this respect, the Group has in the past and
may in the future incur liability (a) for having caused injury or
damages (i) to persons (mainly due to exposure fo the hazardous
substances that are used, produced or destroyed by the Group or
that are present on these sites); or (ii) to property, or (b) for having
caused damages to natural resources.

While the Group has adopted safety procedures for its R&D projects
and for its plants and production processes, due to the very nature
of their operations, the dangerousness, toxicity or flammability of
certain raw materials, finished products or production or supply
processes, the Group’s plants may be the source of risks and, in
particular, risks of accidents, fire or explosion and pollution.The risk
prevention policy regarding industrial safety and environment is
described in section 8.2 of this reference document.

While the Group has secured insurance policies fo cover civil
liability and environmentall risks from leading insurance companies
(see section 6.3 of this reference document), should claims
arise involving the Group’s businesses or products, the possibility
that it may be held liable for amounts exceeding the coverage
ceilings or for uninsured events cannot be ruled out. Furthermore,
any accident, whether it occurs at a production site or during
the transport or use of products made by the Group, may result
in production delays or claims for compensation, particularly
contractual claims, or product liability claims.

The amounts covered by provisions or included in the Group’s
investment plans may prove to be insufficient if the Group’s liability is
engaged for environmental claims, due fo the intrinsic uncertainties
involved in projecting expenditures and liabilities relating fo health,
safety and the environment. As regards provisions, the Group
applies IFRS. These standards allow provisions to be recorded only
when the Group has a legal, regulatory or contractual obligation
o a third party resulting from past events. This obligation can also
arise from public commitments or practices of the Group that have
creatfed a legitimate expectation from the relevant third parties that
the Group will assume certain liability, where it is likely or certain that
this obligation will give rise to an outflow of resources to such third
party, and the amount can be reliably estimated and corresponds
o the best possible estimate of the commitment. It cannot be ruled
out that the assumptions used to determine these provisions and
investments will be adjusted, mainly due fo changes in regulations,
changes in the inferpretation or application of regulations by the
relevant authorities, or, with respect to issues related to restoration of
the environment, changes in technical, hydrological or geological
restrictions, or the discovery of pollution that is not yet known.

Consequently, should the Group's liability due fo environmental
and industrial risks be engaged, this could have a material adverse
effect on its business, financial situation and results.
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Achieving compliance for sites that are still in operation or for sites
where operations have ceased entails a risk that could generate
substantial financial costs for the Group.

The competent authorities have made, are making or may in
the future make specific requests that the Group rehabilitates or
controls emissions at certain sites that it is currently operating, or
that it operated or disposed of in the past, at neighboring sites
or atf sites where the Group sfored or disposed of waste. The
Group may be required to incur significant costs o fulfill these
obligations.

SITES CURRENTLY IN OPERATION

Inthe light of (i) the uncertainties over the technical means to be
implemented, (i) potential issues that are unknown as of the date
of this reference document, (iii) uncerfainties over the actual time
required for remediation compared with the estimated time (e.g.
for example in the area of “pump and freat”), and (iv) potfential
changes in regulations, the possibility that the expenses that
the Group will incur will be higher than the amounts covered by
provisions cannot be excluded.These potential excess expenses
relate mainly to the sites in Calvert City (United States), Carling
(France), Gunzburg (Germany), Jarrie (France), Lannemezan
(France), Mont (France), Pierre-Bénite (France), Riverview (United
States), Rotterdam (the Netherlands), Saint-Aubban and Saint-Fons
(France), and could adversely affect the Group’s business,
results and financial situation. As regards the site of Saint-Auban,
different legal proceedings brought against Arkema France have
been grouped together (merging of proceedings - ‘jonction de
procédures”) with the Nanterre correctional court. Meanwhile
in 2009 proceedings were launched regarding the Spinetta site
(taly - Arkema S.rl). These proceedings are currently under
preliminary investigation at the date of the present reference
document.

SITES WHERE OPERATIONS HAVE CEASED

Under the conditions described in section 22.2 of this reference
document, certain Total S.A. companies, through service and
indemnity agreements with the Group, cover certain liabilities
associafed with certain sites in France, Belgium and the United
States, for which the operations have ceased.

However, certain sites for which the Group is liable (the number
of which has been substantially reduced in view of the result of
the indemnities and obligations granfed by Total S.A. described
in section 22.2 of this reference document) and certain specific
risks, in particular health risks, are not covered by such service
and indemnity agreements, so that the Group remains liable for
any associated expenses for which, in the light of the Group’s
current knowledge, provisions do not need to be booked, and this
could adversely affect its business, financial situation and results.

Main risks

6.2.2.3 Risks relating to exposure to hazardous
or toxic substances

Employees and former employees of the Group and service
providers or customers of the Group may have been exposed
and, fo a certain extent, may still be exposed, fo toxic or
hazardous substances.

In manufacturing its products, the Group uses and has in the
past used toxic or hazardous substances. In spife of safety
and monitoring procedures implemented by the Group and
each production site, Group employees and in some cases
the employees of other companies and service providers may
have been exposed to such substances and developed specific
pathologies from such exposure, which could induce them to file
claims against the Group in future years.

Certain employees of the Group or of other companies and
service providers that work with the Group, may have been
exposed fo materials or equipment containing asbestos. The
Group is involved in legal actions and occupational illness
claims due to past exposure to asbestos, mostly for the period
before 1977 with respect to the use of asbestos in the form of
fireproofing materials and for the inferim period until 1997, ot
which time the use of asbestos was banned in France. Owing
fo the lafency periods for various asbestos-related pathologies,
the possibility that an increasing number of legal actions or
occupationalillness claims will be filed in the years ahead cannot
be ruled out, and this could adversely affect the Group’s business,
financial situation or results.

Some third party actions relating to asbestos are described
in note 20 to the consolidated financial statements ot
31 December 2010 of this reference document.

Employees of the Group or its service providers or customers
or persons living near the Group’s manufacturing facilities are
exposed or have in the past been exposed fo certain substances
that are currently considered not fo be hazardous. However,
chronic toxicity, even in very low concentratfions or exposure
doses, could be discovered in the future.This could lead fo claims
against the Group and could adversely affect its business, results
and financial situation.

The R&D activity (described in section 11.1 of this reference
document) involving carbon nanotubes includes research info
the toxicity of these particles. Depending on the advancement of
knowledge, and if it can be demonstrated that the precautionary
measures taken by the Group to minimize any exposure to these
parficles have been insufficient, the Group could be liable for
the consequences, and this could adversely affect the Group’s
business, financial situation or results.
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Main risks

6.2.2.4 Risks relating to transport

The Group arranges for the transport of various hazardous, toxic
or flammable materials by road, rail, ship and air, particularly
for shipments to customers in the different countries where it
operates. These modes of fransport generate risks of accidents
and any such accidents could give rise to claims against the
Group, in particular in its role as the shipper. Furthermore, due
fo the strengthening of regulations on hazardous materials
fransport, the temporary or permanent lack of availability of
fransport for certain toxic or hazardous products to certain
destinations, as well as the concentration of the offer on a single
supplier (in particular in France and the United States), the Group
could (i) face delays in delivery or even refusals by its carriers
fo collect shipments, (i) experience increased difficulties in
meeting certain kinds of demand from its customers, (iii) face an
increase in cerfain shipping costs or shipping equipment rental
costs, or (iv) need fo reduce cerfain shipments unless it sets up
geographical fransportation ties with other manufacturers. If this
were to occur, it could adversely affect the Group’s business,
results and financial situation.

6.2.3 Tax risks

Any change in the tax or customs duty laws or regulatfions in one
of the countries where the Group operates could adversely affect
the Group's financial situation and results.

Furthermore, the Group may enjoy special fax treatment in some
countries, such as reduced tax rates under certain conditions and
for limited periods of fime. If such special fax freatment were fo be
withdrawn, amended or not renewed, this could adversely affect
the Group's financial situation and results.

0.2.4 Market risks

Treasury, inferest rate instrument and currency instrument risks are
managed under rules defined by the Group's senior management.
Under these rules, whenever possible the management of liquidity,
hedging positions and financial instruments is centralized by the
Treasury and Financing department.

The information provided below is based on certain assumptions
and expectations which, by nature, may prove not fo be accurate,
particularly with respect to changes in inferest rates, exchange
rates and the Group’s exposure to the associated risks.
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6.2.2.5 Risks relating to storage

The Group uses many storage and warehousing facilities located
on its manufacturing sites and elsewhere. Such storage facilities
may present risks fo the environment or fo public health and
safety. Accidents for which the Group may be held liable could
arise in the sforage and warehousing centers used by the Group.
If this were to occur, it could adversely affect the Group’s business,
results and financial situation.

Some of the storage providers that the Group uses derive
substantial revenues from the Group in certain regions. Should
one of these providers fail to perform, the Group could be
compelled fo renegotiate storage confracts under less favorable
conditions, or to store its products in other locations. If this were to
occur, it could adversely affect the Group’s business, results and
financial situation.

As a result of economic decisions or changes in regulations,
storage providers may wish fo close cerfain unprofitable
warehouses or may be unable to contfinue their storage/
packaging operations. In this case, the Group would have fo
store these products in other regions, possibly at more distant
storage facilities. This would result in additional fransport costs for
the Group, which could adversely affect its business, results and
financial situation.

In order fo cover potential fax risks related to the business activities
fransferred by the Group fo Total S.A. or from the reorganization in
connection with the Spin-Off of Arkema’s Businesses, Total S.A. has
granted a fax indemnity fo Arkema S.A., the main ferms of which
are described in section 22.2 of this reference document.

0.2.4.1 Liquidity risk

Given the risks described in this section and the liabilities that are
covered by reserves or the potential liabilities described in the notes
fo the consolidated financial statements at 31 December 2010 in
chapter 20 of this reference document, the Group’s debt could
increase significantly. Any such increase in the Group’s debt would
limit its room for manoeuvre, and could adversely affect its business,
results and financial situation.
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The Group's financing policy, implemented centrally by the
Financing and Treasury division, aims fo provide the Group with
the necessary financial resources to finance ifs activity over
periods of time adapted to its repayment ability. Thus the Group:

o has been rafed by two rating agencies: the Group’s long-ferm
credit ratings are BBB- (stable prospect) according fo credit
rating agency Standard & Poor’s, and Baa3 (stable prospect)
according to credit rating agency Moody's;

» seeks to diversify its sources of financing while extending their
average maturity;

o limits its exposure fo liquidity risk through a banking policy
favouring global relationship with strong investment grade
commercial banks; and

o seeks to optimize the use of cash generated by some of its
subsidiaries. When a Group company has surplus cash, the
corresponding funds are first invested with Arkema France or
other Group companies that need cash.

The Group has a variety of sources of financing, and related early
repayment clauses, if applicable, are described in section 10.2 of
this reference document.These sources include primarily:

o @ €500 million bond issue with an October 2017 maturity date;

e a variable rate line of credit of €1.1 billion maximum until
31 March 2011, €1.094 billion until 31 March 2012, and
€1.049 billion until maturity in March 2013; and

e O frade receivables securitisation program representing
€240 million maximum financing.

The Group's financial costs and its ability fo raise further financing
could be significantly impacted by the Group’s credit ratings.
Downgrading of the Group’s credit ratings would increase the
cost of some of its borrowings, and could impair its ability fo
refinance its existing debt.

Main risks

The net debt of the Group at 31 December 2010 amounted to
€94 million. This net debt represents 0.1 time the consolidated
EBITDA for the year ending 31 December 2010.

At 31 December 2010, the unused portion of the syndicated
credit facility stood at €1.1 billion. The Group also had cash and
cash equivalents of €627 million.

For more details, please refer fo notes 21 and 22.3 of the
consolidated financial statements for 2010 in chapter 20 of this
reference document.

0.2.4.2 Currency risk

A significant part of the Group’s assets, liabilities, revenues and
expenses is denominated in currencies other than the euro,
primarily the US dollar and, to a lesser extent, other currencies
including the Japanese yen, the pound sterling, the Chinese yuan
and the Canadian dollar, while its consolidated accounts are in
euro. Fluctuations in these currencies, particularly the US dollar,
against the euro have in the past and may in the future materially
affect the Group’s financial situation and its operating results.
For an indication of the impact on sales of the franslation effect
especially of the US dollar fo the euro, please refer to section 9.2.4
of this reference document.

The percentage of operating expenses incurred by the Group
in the euro zone is higher than the percentage of revenues it
generates in the euro zone. As a result, the Group’s competitive
position can be adversely affected by the weakness of some
currencies, in particular the US dollar versus the euro, as its
competitors can fake advantage of lower production costs in
weaker-currency countries.

In addition to the effect on competitive position, currency
fluctuations also have a direct accounting effect on the Group’s
results.

At 31 December 2010, the Group’s balance sheet exposure to trading currencies other than euro was the following:

Group exposure to operational currency risk

(In billions of euros) usD JPY Other currencies
Trade accounts receivable 0.30 0.02 0.06
Trade accounts payable (0.14) (0.04) (0.03)
Bank balances and loans/borrowings 0.01 0.00 0.01
Off-balance sheet commitments (currency hedging contracts) (0.28) 0.01) 0.01
NET EXPOSURE * (0.09) (0.03) 0.05

* Net exposure includes foreign-currency amounts outstanding for Group companies that use one of the above-mentioned currencies as their reference currency as well as foreign-currency

amounts outstanding for Group companies that use the euro as their reference currency.

The Group strives fo minimize each entity’s currency risk relative fo
its reference currency. Consequently, the indebfedness of Group
companies is denominated in their reference currency except
when a foreign-currency loan is backed by a commercial risk in
the same currency.

Group companies cover their assets and liabilities in their
currencies compared fo their respective functional currencies;
hence variations in exchanges rates produce no material change
in the income statement.

Revenues and costs in foreign currencies are covered essentially
by spot foreign exchange transactions and sometimes by forward
transactions. The Group covers projected movements fo a limited
extent only, and uses comparatively simple derivatives only.

For more defails, please refer to notes 22.1 and 23 of the
consolidated financial statements for 2010 in chapter 20 of this
reference document.
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Main risks

6.2.4.3 Interest rate risk

At 31 December 2010 the Group’s net debt was €94 million which
included essentially a €500 million bond issue with a 4% fixed rate.
Detaiils of this borrowing are given in section 10.2 of this reference
document.

Based on the above, a 1% increase in interest rafes would have
no significant impact on the cost of the debt.

The Group has not entered info rate swaps on its bond issue.
However, the Group’s general policy with respect to indebtedness
is normally fo give priority to variable-rate indebtedness over fixed-
rate indebtedness. Interest rate risk exposure is managed by the
Group’s Treasury department, and simple derivatives are used as
hedging instruments.

The breakdown between debt at variable rates (from DD fo one year) and fixed rates (more than one year) was as follows on

31 December 2010:

(In millions of euros) DD tfo one year One to five years Over five years
Financial liabilities aon an (509)
Financial assets 527

Net exposure before hedging 426 - —
Hedging instruments -
Off balance sheet -
NET EXPOSURE AFTER HEDGING 426 an (509)

For more details, please refer to notes 22.2 and 23 of the
consolidated financial statements for 2010 in chapter 20 of this
reference document.

6.2.4.4 Listed shares risk

QOutside treasury shares, the Group’s companies do not own any
shares in listed companies at the date of this reference document,
and, as such, are not exposed to market risk from listed shares.

On 31 December 2010, the Company owned 136,280 of ifs own
shares. These shares are allocated for the purpose of covering
Company free share allocations to employees and executive
officers. In accordance with the IAS 32 standard, variations in
the share price have no impact on the Group’s consolidated
shareholders’ equity.The listed share risks are not significant for the
Company.

6.2.4.5 Credit risk

ACCOUNTS RECEIVABLE AND OTHER DEBTORS

The Group fosters relations with a large number of counterparties,
most of which are its customers. On 31 December 2010, accounts
receivable amounted fo a fofal of €875 million. These accounts
receivable are detailed by due date in note 22.4 of the consolidated
financial statements at 31 December 2010 in chapter 20 of this
reference document.

The Group’s exposure to credit risk is linked exclusively to the
individual characteristics of its customers.

Default by one of these customers is likely fo lead fo a financial
loss limited to the amount of the uninsured percentage of the debt
owed fo the Group by this customer, which would have an adverse
impact on the Group’s resulfs.
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However, the Group achieves less than 20% of its sales with ifs fop
20 customers. Additionally, there is no geographic concentration
of credit risk as the Group achieves significant sales in a large
number of countries.

The Group strives fo further minimize this risk through a general
credit risk management policy which consisfs in assessing on a
regular basis the solvency of each of its customers. Customers
whose financial situation is not compatible with the Group'’s
solvency requirements may only be supplied after they have setftled
payment for their purchase orders. Even though the Group has
incurred very few bad debts in recent years, it has decided to cover
all of its accounts receivable credit risk by putting in place a global
credit insurance program, which, given the quality of its customer
portfolio and a hisforically low customer default rate, allows it to
cover a significant proportion of its accounts receivable. More
detail is given in note 22.4 fo the consolidated financial statements
at 31 December 2010 in chapter 20 of this reference document.
Finally, the Group has put in place specific and centralised control
of customer risk not covered by ifs insurance programs.

The Group policy for the recognition of bad debts in respect of
receivables partially covered or not covered by ifs insurance
programs is detfailed in note 22.4 to the consolidated financial
statements at 31 December 2010 in chapter 20 of this reference
document.

INVESTMENTS

Bank credit risk is linked to financial investments, derivatives, and
lines of credit granted by the banks.The Group is indebted overall,
and, apart from exceptions, centralises the management of ifts
resources and financial needs. It may however be required fo invest
cash in particular fo fulfil local regulations, or fto manage cash lags.
On 31 December 2010, the amount of cash invested with banking
establishments amounted fo €464 million.



Risk factors 6

The Group limits its exposure to credit risk by investing only in
assefs offering a high level of security with diversified leading
counterparts.

Default by one of these countferparties is likely fo lead fo a
financial loss limited to the amount of monies invested with the

In the normall course of its business activities, the Group is a party or
may become a party fo judicial and administrative proceedings.
The most significant current and potential legal proceedings
are detfailed in note 20 fo the consolidated financial statements
at 31 December 2010 in chapter 20 of this reference document.
In some of these proceedings, claims for substantial monetary
damages have been or may be filed against one of the Group’s
entities. The provisions that the Group has booked for these cases
may prove fo be insufficient and this could have material adverse
effects on its business, financial situation, results or future prospects.

As part of the Spin-Off of Arkema'’s Businesses, some Tofal S.A.
companies have enfered info confractual commitments and
indemnities to cover certain envionmental and fax risks as
well as certain risks relating to antitrust law (see section 22.2 of
this reference document). However, these commitments and
indemnities do not cover all the risks or liabilities that the Group
may incur, and the Group will continue fo assume part of such
risks. This could produce material adverse effects on ifs business,
financial situation, results and future prospects.

Furthermore, certain contractual commitments and indemnities,
in particular the antitrust indemnities, ferminate upon (i) the

The Group believes that its insurance policies are adequate as
compared to the insurance program currently available on the
insurance market for groups of a similar size and engaged in
similar business activities.

However, the possibility that, in some cases, the Group could be
required fo pay substantial compensation for claims that are not
covered by the existing insurance program or that it will incur
very large expenses that will not be reimbursed or only partially
reimbursed under its insurance policies cannot be ruled out.
Indeed while the insurance market makes property insurance
levels available that enable the Group to secure policies that
cover the probable maximum loss, this is not necessarily the case
with respect fo casualty insurance, where the potential maximum
claims are higher than what the insurance market can offer on
terms acceptable for the Group.

Main risks

defaulting counterparty, which would have an adverse impact
on the Group’s results.

For more details, please refer o note 22.4 to the consolidated
financial statements at 31 December 2010 in chapter 20 of this
reference document.

occurrence of certain events, such as a change of confrol of
Arkema S.A. or (i) a breach by the Group of its contractual
obligations. Should these events occur, this could produce material
adverse effects on the Group's results, financial situation and future
prospects.

In addition, the sums owed by the Group under the credit facility
described in section 10.2 of this reference document could be
subject to early redemption in the event of a change in control
over Arkema S.A.

More generally, there can be no guarantee that new legal
proceedings, whether related or unrelated fo pending proceedings,
would not be instituted against one of the Group’s entities in
the future. An unfavorable outcome fo such proceedings could
adversely affect the Group’s business, financial situation or results.

Lastly, in the past, the Group has granted certain indemnities fo
third parties in connection with the sale of various businesses. The
possibility that, if some of these indemnities are called, the amounts
of compensation claimed would be higher than the reserves set
aside by the Group fo cover such claims cannot be ruled out,
and this could adversely affect the Group’s results and financial
situation.

Furthermo