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ARKEermMA

The world is our inspiration

To drive the chemical industry of tomorrow and meet 21st-century
challenges by delivering sustainable development solutions, we
emphasize listening to and engaging with the world around us. We base
our growth on innovation, designing products made from plant-derived
raw materials and new materials to serve renewable energies.

Everyday, our employee work to build a modern, efficient manufacturing
company where everyone’s talents are fully utilized; a company with
global reach that forges genuine partnerships with customers and
strives to conduct business in a way that is healthy for people and safe
for the environment; and a company transforming itself, creating value
for shareholders at every stage in its development.

Mindful of the aspirations of all stakeholders, we are committed
to responsible, competitive, innovative, forward-looking chemical
manufacturing.
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INSPIRATION

Renewable raw materials

will be the centerpiece of
tomorrow’s chemical industry

Plant-derived resources
to round out
fossil fuel resources

Since earliest days of the industry, organic chemicals
have been made primarily from petroleum, natural
gas and coal, fossil resources that we must

carefully conserve today. The future of chemical
manufacturing therefore hinges to an extent on
innovation and increased use of renewable molecules
derived from plants, sustainable resources with the
potential to replace petroleum.

Arkema’s expertise
in plant-derived
chemical
manufacturing

Arkemahas extensive experience in
using raw materials harvested from
plants. Aprime exampleis castor oil,
fromwhichwe derive a family of high-
value-added performance products,
including Rilsan®11, a high-end
polyamide withtechnicalapplications.
Otherderivatives fromthe castor

oil production processare usedin
fragrancesandagriculture.
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RENEWABLES

Arkema Renewables,
a quality label

for products derived
from renewable

raw materials

Arkema products made entirely orinpartfrom
renewable raw materials — thatis, deriving more
than 20% of their carbon from non-fossilresources,
asassessedbyanindependentauditorbasedonan
international standard — carry the Arkema
Renewables quality labeland a dedicated logo.
Arkema Renewables currently generate nearly 5%
of ourtotal sales, afigure thatis expected to double
by2012.

High-performance
polymers made from
plant feedstock

Thefirstline ofthermoplastic elastomers derived
directly from castor oil, Pebax®Rnew chemicals offer
the same exceptional properties astraditional,
petroleum-derived Pebax®products. Platamid®
Rnew, made entirely from renewable raw materials,
isusedtomanufacture thermoplastic hot melt
adhesivesthat solve even the mostdifficult bonding
problems.

Glycerol to supplement
propylene

Arkemais conducting R&D onnew uses
forglycerol, a polyol thatisamanufacturing
byproduct of biofuels derived from oilseed
plants like rapeseed, sunflowerand
soybeans. Glycerol could replace a portion
ofthe propylene usedto produce acrolein
andacrylicacid, which have applications
ranging from pharmaceuticals to animal feed
and pulp and paper.
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Harnessing solar energy

Photovoltaic energy,
a clean, renewable
source of electricity

Solar radiation is a clean, renewable
energy source that already has many
industrial and domestic heating
applications. Captured and converted
using photovoltaic cells that include
two layers of crystalline silicon,

the sun’s rays can be used to
generate electricity.

The part we play:
protecting

silicon and electrical
circuits

Arkema’s Evatane®technical polymers,
whichare ethylene vinylacetate resins
withhighvinylacetate content,
promote adhesionand effectively
protectsiliconandelectrical circuits.
Crosslinked with Luperox® organic
peroxides, theyare highly transparent
and help to sustain photovoltaic cell
performance overtime.
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The part we play:
improving
solar cell efficiency

Arkema’s Kynar®PVDF, usedto

make the films that coat the back of
photovoltaic cells,combines several
properties essentialto cell longevity
and efficiency. Easytowork withand
resistantto moisture and temperature
fluctuations, the stable white filmalso
reflects light towards the silicon.

Smart glass,
combining comfort
and energy efficiency

Arkema offers Certincoat®coating
additives that are specifically designed
forwindow glass. These low-emissivity
coatingsare especially well suited to
cold and temperate climates, sharply
reducing heat transferthrough
building windows and improving solar
energy transmission. Inresidentialand
office buildings, they enhance comfort
while decreasing by about 30%the
energy used for heatinginwinterand
airconditioning in summer.
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Another way of

considering matter

Supramolecular materials
with exceptional properties

Traditional molecular chemistry creates new
molecules using permanent bonds between the
atoms. By contrast, supramolecular chemistry
builds nanometric structures using reversible
bonds, resulting in more complex molecular
groupings. Similar bonds exist in nature, including
those used in biological molecules like DNA.

High-strength
road asphalt

Leveragingourexpertisein
the areaofasphalt additives,
Arkemahas developed a
plant-derived supramolecular
polymerthataddsremarkable
propertiesto materials used
topaveroads and offers many
advantages over traditional
polymers:itiseasytowork
with, saves energy because it
canbe producedand applied
atlowertemperatures, anditis
recyclable.
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Self-healing
rubber

Conventionalrubberisaflexible
materialthat canbe stretched
andwillreturntoits original
shape. Itowesitselasticity to
very long molecular structures
thatare solidly bondedtogether.
Supramolecular chemical
processes can produce rubber
made of small fatty acid
molecules from pine trees,
sunflowersandrapeseedjoined
inanetwork by weak bonds.
Thissupramolecularrubber
canspontaneously repair

itself severaltimes without

the application of heator
mechanical stressandregainits
elasticity eachtime.

Plenty of
everyday applications
around the corner

Supramolecular chemistry
opens up new horizonsin
everyday life: new plastics with
enhanced propertieswhose

\\ intrinsic self-healing ability

~ would give themamuchlonger

lifeand new energy-efficient
plant-derived adhesives and
coatings.
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Asia, a strategic expansion

~

Strong growth in Asia
is a top priority

Chemical manufacturing has become
increasingly global in recent years, with new
operators debuting in emerging economies,
particularly in Asia. We have a strong presence
in China and throughout Asia, in India,
Singapore, South Korea and Japan. We are
stepping up the pace of our expansion in Asia,
which we expect to account for 20% of our
sales in 2012.

Industrial
partnerships and
local technical
expertise

Ourstrategyisto formlong-term
manufacturing partnerships,
suchasourventuresin
fluorochemicals with Japan’s
Daikinandinhydrogen peroxide
with China’s Shanghai Coking.
TosupportourgrowthinAsia,
werelyonourlocalresearch
centerinKyoto, Japanandon
the gradual deployment of local
technical expertisein China.
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Changshu,
amodern,
efficient
production hub

Recentachievements — inparticular
a5o0%increaseinForane® 22
capacity, the commissioning of a
new organic peroxide unitandthe
doubling of polyamide production
capacity — make our Changshu
production hub near Shanghai
aprimesite for fresh Arkema
developmentsin China. This hub
willsoon house two new production
units, one forHFC125, an essential
ingredientin next-generation
refrigerants, and one for Kynar®
PVDF, a high-performance technical
fluoropolymer.

Arkema and Daikin
team up to create
the leading
refrigerant producer
in the Asia-Pacific
region

Increatingtwo jointventures,

one to make HFC125 at China’s
Changshusite and the otherto market
refrigerantsinthe Asia-Pacificregion,
Arkemaand Japan’s Daikin have
pooledtheirrespective expertise
inthe productionand blending of
next-generationrefrigerants. These
are major steps forward in our overall
strategy to market HFC125 based
mixtures worldwide.
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Transformation

We are building a modern, competitive, world-class
chemical company, withalong-termvisionand a
strategy of growth through innovation, expansion
in Asia, cost controland proactive management of
our portfolio.
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Interview with

Thierry Le Hénaff

How would you assess 2007?

In 2007, we successfully completed the first phase inthe far-
reachingtransformation of Arkema. Our financialindicators
rose sharply, exceeding ourtargets. EBITDA, forexample,
climbed 26%, and cash flow was up 62%, while netincome
increased by afactorof2.7. These figures point to significantly
improved competitiveness, despite the ground we still have to
covertocatchupwith ourmainrivals. Inaddition to cutting fixed
costs, we undertook majororganic growth and acquisition
projectsto secure our future. Sharply higher profits mean that
we can, forthe firsttime, recommended a dividend — €o.75 per
share — atthe Annual Shareholders’ Meeting on May 20, 2008.

Is growth through innovation on track in terms

of your timetable?

In2007, for the firsttime since Arkema was created, we reaped
the benefits of R&D’sinnovation projects. Our Performance
Products segment generated almost 20% of its total sales this
year from products lessthanfive yearsold, compared with just
13%three yearsago. New grades of high-temperature,
transparenttechnical polymers, polymers derived from
renewable raw materials, special molecular sieves for medical
applicationsand next-generation fluorocarbon gases for air
conditioning are some examples of impressive successes.

Does Arkema plan to be a major producer in Asia?

Asiais now an essential market forany chemical manufacturer
interestedin achieving global stature. Our stated goalisto
boostAsia’s share of total sales to 20% by 2012. To achieve this,
we willinvest about€so million a year, equivalent to one-third
of ourdevelopmentbudget. We wantto have world-class
plants, notably by expanding our hubin Changshu, located
closeto Shanghai. Andin 2007, we began a major fluorocarbon
gasventure with ourJapanese partner, Daikin.

Where do you stand in terms of managing your portfolio?

We continued to adjust our portfolio’s focus by divesting
activities, suchasagrochemicals, not closely related to our core
businesses. We also made our first acquisitions, including
CoatexinOctober 2007, which fitsrightinto ouracquisitions
strategyindownstreamacrylics, and Repsol’s PMMAbusiness,
which bolsters our positionin Europeinasectorwhere we are
the globalleader. Asannounced, we plan to make other
acquisitions soon, purchasing companies with annual sales
between€400and €500 milliondownstream from Arkema’s
most efficientindustrial processes.

What is Arkema’s outlook for 2008 and beyond?

From the moment Arkema was created, we established a long-
termstrategy and set goals that were far exceeded in 2006 and
2007. By continuingto stressinternalimprovement, we are
confident that we canachieve our goal of a 10% EBITDA margin
in2008. Inaddition, I know that Arkema has what it takes to
become amodern, competitive chemical manufacturerthat
creates long-termvalue.



What can Arkema do to promote awareness

of and action regarding the social and community

issues of the 21° century?

The chemicalindustry willundoubtedly be at the forefront of
advancesinsustainable development, and Arkemaintends to
playarole in moving the process forward. Our core
responsibilities asachemical producer, however, are health,
safety and environmental stewardship. Our daily efforts to drive
technicalimprovements and eliminate unsafe behaviorare so
much apartof our responsibility asamanufacturer that we
don’ttalk much aboutthem. We work relentlessly toimprove
our safety performance.

Reducingour greenhouse gas emissionsisalsoa priority:

we have decreased GHG emissions by a factor of 2.5 since 1990,
thebaseline year of the Kyoto Protocol, and our goalis to reduce
them sixfold by 2010.

Sustainable developmentis alsoawonderfulopportunity for
our R&D teams and the entire company to innovate. Our
performance products are already helping us to develop new
sources of energy, such as photovoltaics, fuel cellsand
supercapacitors. Our experience with plant-derived chemical
manufacturingisanundeniable asset for developing new high-
performance polymers from renewable raw materials. And
many new avenues are opening, like nanostructured materials
and supramolecularchemicalapplications.

To conclude, Iwould like to stress the importance of integrating
ouractivitiesinto the local environment and maintaining
quality relationships with our stakeholders. Thisis what drives
our Common Ground®initiative and our partnership with the
FrenchRed Cross.
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3 business segments




13 business units

&

Products Integrated activities, ranging from brine electrolysis

to PVC processing
Chlorine/Caustic Soda, PVC, Vinyl Compounds, and Pipes and Profiles (Alphacan)

inyl

Arkema is a leading
European producer
of chlorochemicals
and vinyl products.

/

Industrial Product lines that are produced globally
Chemicals and well-integrated with Arkema’s other activities

Acrylics, Specialty Acrylic Polymers (Coatex), PMMA (Altuglas International),
Thiochemicals, Fluorochemicals and Hydrogen Peroxide

Arkema holds world-class
positions in all of our
intermediate chemical

egments. J

6

Products

erformance

Innovative performance materials that push
the technical envelope aswe design the applications

: of the future
Arkema enjoys

a technological lead Technical Polymers, Specialty Chemicals (CECA) and Functional Additives
and internationally

ecognized brands. J
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Remaking Arkema into a competitive,
growing company

The sharp, quick turnaround in our financial performance shows that Arkema has
pursued theright strategy since our creation. Our focus is threefold: improving
our competitiveness, leveraging the for growth in our most successful product
lines, and readjusting our portfolio to support our core businesses.

16 ARKEMA 2007

Solid competitive strengths

Inaglobaleconomy shaped by highenergyand raw
material prices, a strong euro, therise of Asian
economiesand stricterregulations, especiallyinthe
European Union, Arkema has many strengths we can
leverage to successfully transform ourcompany.

Quality manufacturing assets and exceptional
process expertise

Since our creation in October 2004, the performance
of our productionbase and ourability to respond to
market developments have beenregarded as critical
factorsinourcompetitiveness. We aimto develop
world-class facilities, enhance their operating
performance, close non-competitive production
lines and optimize production costs. We now have a
solid manufacturingbase in Europe, North America
and Asiato caterto the requirements of our local
customers. Our manufacturing process proficiency,
technicalexpertise and innovative R&D give us a
decisive edgeinourbid to expandin long-standing
marketsand capture emerging ones.

World-class marketing positions
Ourinternationally recognized products and brands
make usagloballeaderin most of our businesses.
Polymethylmethacrylate (PMMA), fluorochemical
fluids, hydrogen peroxide, specialty polyamides 11
and 12, polyvinylidene fluoride (PVDF),
thiochemicals (organosulfur compounds), organic
peroxides and PVCadditives are prime examples.
Arkemaisalsoaleaderin chlorochemicalsand PVC
inEurope.

A healthy balance sheet
Arkema has ahealthy balance sheet, with very little
debtandlight pensionand environmental liabilities.

An able workforce

Ouremployees have demonstrated, inavariety of
situations, that they can successfully carry out both
complexindustrial projectsand therestructuring
necessarytoboostthe competitiveness of certain
businesses.

Three major strategicfocuses

Improving competitiveness

In2007, Arkema carried out orannounced several
restructuring plans designed to make us more
competitive, including the further consolidation of
chlorochemicals, the relocationand reorganization
of ourheadquarters, a planto close our German
facilityin Bonn, the streamlining of the Pierre-Bénite
facility’s fluorochemical production unitsin France,
anoverhaul ofthe Marseille Saint-Menet plantin
France, the closure of a production line at the Dutch
facility in Vlissingen, and measures toimprove the
competitiveness of our Lacg-Mourenxand Carling
sitesin France.



Selective developments to drive growth
Lookingto the future, Arkemarolled out or
announced anumber of development projectsin
2007 tobolster ourtop facilities in Europe and North
America, strengthen our presencein Asia, where we
hopeto generate 20% of oursalesin 2012, and boost
the share of total sales involving performance
products less than five years old to 20% by 2010.
Highlightsin 2007 included the commissioning of
thenewHFC32 plantin Calvert City, Kentucky; a30%
increase in dimethyl disulfide (DMDS) capacity at
the Lacgfacility in France; and the start of work to
double the hydrogen peroxide production capacity
of our Shanghai, China, site. We also announced new
growthinitiatives, including the creation of two joint
ventures with Daikin, involving the production of
HFC125 at our Changshu hubin China, the
construction ofanother PVDF unitatthe samesite,
and adoubling of our PVC heat stabilizer capacity

in Beijing.

A more tightly focused portfolio

While maintaining ahealthy balance sheet, we plan
todevelopanintegrated, well-aligned portfolio of
primarily top-tier businesses. In keeping with our
announcementthat we would divest assets with
totalsales of €300to €400 million overathree-year
period, we sold our Cerexagrisubsidiary, the
specialty amines business atthe Riverview facility in
the United States, inorganic flocculants, and our
ureaformaldehyderesins operations based at the
Leunasitein Germany.

Our new business unit, Coatex

The Coatextransactionin 2007 fits perfectly into our
acquisition strategy, which focuses on high-value-added
activitiesinour core businesses. Coatex offers major raw
material, process and R&D synergies with Arkema. Its activities
are also situated downstream from ouracrylicmonomer
production plants, Bayportinthe United States and Carling
inFrance.

Coatex primarily makes acrylic polymers, which are used
asdispersantsand thickeners. The main outlets forthese
fast-growing specialty chemicals are in paper, paints, water
treatment, cosmetics and textiles.

2

Atthe sametime, we plan to make selective
acquisitions generating€400to €500 millionin
salestobuild a betteraligned, moreintegrated
portfolio of businesses. The Coatex acquisitionin
October2007isinline withthis strategy and brings
high-value-added activities to a core Arkema
business. The same goalwas behind Altuglas
International’s acquisition of Repsol YPF’s PMMA
operations.
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pleloyA CATINIES

International reach

80 production plants: 20 in North and South America, 50 in Europe and

10 in Asia 15,200 employees; 1,400 researchers; six R&D centers — fourin
France, one in the United States and one in Japan.

Sales 5,515 5:664 5675
by region

@ Eturope 60%
@ North and South America 22%

© Asia 13%
© Rest of the World 5% Sales
€ millions
2005 2006 2007
Sales

by business segment

@ Vinyl Products 25%
@ Industrial Chemicals 45%
@ Performance Products 30%

Workforce
by region

@ France 60%

@ Europe (excluding France) 15%
 North America 16%

O Asia 8%

© Restofthe World 1%

GOG
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518

EBITDA
by business segment

@ Vinyl Products 16%
@ Industrial Chemicals 51%

@ Performance Products 33% EBITDA
€ millions
2005 2006 2007
Capital expenditure 33330 325
by business
segment
@ Vinyl Products 35%
@ Industrial Chemicals 39% Capital
@ Performance Products 26% expenditure
€ millions

2005 2006 2007
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Results well above targets

In 2007, Arkema introduced a number of new projects and exceeded its financial
targets for the year, demonstrating our rapid, far-reaching transformation.

Key figures

(€ millions) 2006 2007
Sales 5,664 5,675
EBITDA 411 518
EBITDAmargin 73 % 9.1%
Recurring operatingincome 200 293
Netincome - Group share 45 122
Capitalemployed 3,024 3,263
Net debt 324 459
Dividend - 0.75€

N
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EBITDA up 26%

Theinitial 2007 financial targetincluded a10to 15%
increase in EBITDA®. Internal measures to enhance
competitivenessand introduce anumber of growth
projectshoosted EBITDA by 26%to €518 million,
while netincome nearly tripled to €122 million.

Salesrose slightly to€5,675 millionin 2007, versus
€15,664 millionthe previous year. On alike-for-like
basis, sales were up 4%, driven by growth of 2.3%
involumesandthe continued deployment across
ourthree business segmentsofapolicy of selective
priceincreases (+1.7%) to offset rising raw materials
andenergy costs.

(1) Earnings Before Interest, Taxes, Depreciation and Amortization.

EBITDA climbed 26% to €518 million, well above
guidance. Thesharpincrease reflects concerted
internal efforts across ourbusinessesto boost
growthand productivity. The launch of new
high-value-added product lines, combined with
targeted debottleneckingsin Europe and the United
Statesand further capitalexpenditureinAsia, raised
EBITDAby€26 million. Fixed costreductions
achievedthroughimproved productivity had an
impact of €57 million.

The economicenvironment had aslightly positive
effect. Overall,demand for Arkema products held
steady, although the weak U.S. dollar had a negative
impact. Inthe aggregate, price increases offset
rising raw materials and energy costs.

Recurring operating income soared almost 47%to
€293 million.

Netincome practically tripled to €122 million, for
earnings per share of€2.02.

First-everdividend, €0.75 per share
Shareholdersattending the Annual Shareholders’
Meeting on May 20, 2008 will be asked to approve a
dividend of €0.75 per share for 2007.



Stronger business segments

Vinyl Products

(€ millions) 2006 2007
Sales 1,379 1,418
EBITDA 38 90
Recurring operatingincome 21 65

VinylProducts saleswere up 2.8%to€1,418 million.
Sustained demand for PVCin Europe and increased
selling prices offset higher raw materials and energy
costs, while deployment of the chlorochemicals
consolidation planandrestructuringinthe Vinyl
Products downstream significantly lowered the
entire segment’s fixed costs. EBITDAimproved
sharply to€ gomillion, versus €38 millionin 2006,
while EBITDAmarginjumpedto 6.3% from 2.8%
in2006.

Industrial Chemicals

(€ millions) 2006 2007
Sales 2,494 2,529
EBITDA 267 289
Recurring operatingincome 160 178

Industrial Chemicals salesinched up 1.4%to
€2,529 million, butincreased 5% at constant foreign
exchangerates, mainlyasaresult of highervolumes
driven by the ramp-up of hydrogen peroxide,
thiochemicaland PMMA projects. EBITDAstood at
€289 million, up 8% asaresult of fixed cost

reductionsrelated to the restructuring of
fluorochemicals at Pierre-Bénite, PMIMA cast sheets
in Europe and thiochemicals, along with business
growthin high-value-added products, especially
PMMA and thiochemicals. EBITDAmarginwas
11.4%, demonstrating both the business’ ability to
ride out market changes andinternalimprovements
already made.

Performance Products

(€ millions) 2006 2007
Sales 1,784 1,723
EBITDA 156 184
Recurring operatingincome 71 97

Performance Products sales came to

€1,723 million, down from€1,784 million in 2006.
The decreaseistheresult ofaweak U.S. dollar

and achangeinscope following the divestment
ofthe urea formaldehyde resins business.
Onalike-for-like basis, the segment’s sales rose
2.7%, buoyed by new Specialty Chemicals products
and higher Functional Additives selling prices,
which partially offset more expensive raw materials
suchastin.
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Results well above targets
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Initiatives begunin 2006 to develop new products,
startindustrial projectsand cut fixed costs delivered
significantly improved EBITDA, up 18%to

€184 million. These factors largely offset a negative
exchangerate effect, theimpact ofthe U.S.
construction slowdown on Functional Additives and
higherraw materials costs. EBITDAmargin broke
10%, reaching 10.7%, compared to 8.7%in 2006.

Positive cash flow

Cash flow from operationsand investmentswasa
negative €94 million. This figure includes the impact
of disposals and acquisitions completed in 2007
foranetnegative amount of €135 million, aswell as
€160 millioninnon-recurringexpenses, primarily to
restructure our businesses. After adjustment for
boththese items, ordinary cash flow was a positive
€201 million, compared with€95 millionin 2006.

Avery strong balance sheet

Capital expenditure for the yearamounted

to €325 million, including €44 millionrelating to the
chlorochemicals consolidation plan. Inanaverage
year, we allocate half of our capexbudgetto growth
projectsandthe other halfto facility maintenance,
safetyand environmental protection.

Consolidated net debt stood at €459 million. This
includestheimpact of the Coatexacquisitionand the
divestment of Cerexagri, Urea Formaldehyde Resins
and Specialty Amines. Taking into account

€122 millioninnon-recurring pre-spin-offitems
remaining at December 31 (down from€580 million
atthe time of IPO), the net debt-to-equity ratiowas
30%, against 28% at December 31, 2006. Thisisin
linewith Arkema’s goal of maintaining this ratio
below 40%.

Working capital amounted to€1,112 millionat year-
end, down €54 million from 2006. Reducing working
capitalisapriority, withatarget of 18% of sales by
2010. At year-end 2007, the working capital-to-sales
ratiowasinline with guidance, standing at 19.6%,
compared with 20.6% at December31,2006.



\ Shareholder notebook
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Since our May 18,2006 IPO, Arkema has communicated widely, publishing
information, engaging in local outreach and meeting with individual

and institutional shareholders. Opportunities to meet investors in 2007
included our first Annual Shareholders’ Meeting, the first Investor Days
and the creation of the Arkema Shareholders’ Club.

Shareholderrelations

Highlight of the year, the Annual Shareholders’
Meeting

Our first Annual Shareholders’ Meeting was
heldonjune 5,2007 and attended by more than
8ooshareholders. Thierry Le Hénaff reviewed our
businesses, performance, transformationand
outlook. Shareholders approvedallthe resolutions
putforward by the Board of Directors at the Meeting.

Outreach

InFrance, Arkemareachesouttoindividual
shareholders by holding a number of information
meetings outside Paris. In 2007, we met almost
1,500 peopleinLyon, Marseille, Lille and Nantes, and
2008 meetingsare already planned for Lyon, Nantes,
Lille,Bordeauxand Marseille. We also take partin
the Actionariainvestor fair every year,and in 2007
we welcomed more than 1,000 visitorsto our stand.
Thierry Le Hénaff spoke at the C.E.O. Forum.

OurfirstInvestor Days on September 24 and 25,
2007 attracted more than 4o financialanalysts and
institutionalinvestors, who were brought up to date
onthe far-reaching changes taking place at Arkema
and givenatourof the Serquigny R&D Centerin
France. The eventwas followed by roadshows in
Paris, London, Frankfurtand Genevain Europe and
inNew York, Bostonand San Francisco in the United
States. Thierry Le Hénaff, Chairmanand C.E.O.,
Thierry Lemonnier, Chief Financial Officer,

and Bernard Boyer, Executive Vice-President,

Strategy, met withinvestors during the roadshow
tour. Asimilar roadshow was held when ourannual
results were released. Inaddition, Arkema
participatedinvarious press conferencesin Paris,
Nice, Londonand New York. Quarterly results
were discussed during conference calls led

by Thierry Lemonnierand Bernard Boyer.

The materials related to these events are available
atwww.finance.arkema.com.

First-ever dividend to be
recommended at the 2008
Annual Shareholders’ Meeting

Arkema’s financial performance.

Arkemashareholders also stand to benefit from ourimproved
results. Shareholders at the Annual Shareholders’ Meeting on
May 20, 2008 will be asked to approve adividend of €0.75 per
share forfiscalyear 2007, to be paid on May 27,2008. We plan
to continue paying adividend, whose amount willdepend on

ARKEMA 2007 23



Club

des Actionnaires Communication resources

SharehOlder nOte bOOk Ourshareholders have access to an Investor
Relations sectiononour Website,a 24/7 toll-free
numberin France and various publications. They can
requestthe Registration Document, a share
registration form, the Annualand Sustainable
Development Report, the corporate brochure, the
Shareholders’ Club calendar and the Shareholder
Share capital by type of investor (% of share capital) Newsletteratany time. We alsokeep our
shareholdersinformed through the print media by
publishing regular financial notices.

And now a Shareholders’ Club

@ Institutional shareholders 89.9% The Arkema Shareholders’ Clubwas setupin
Individual shareholders 9.1% November 2007 at the Actionaria investor fair.
Employee shareholders 1.0% Individual shareholders with at least five registered

or 25 bearershares canjoin free of charge. Its main
purpose s to familiarize investors with Arkema and
help themto understand ourorganizationand what
we do, especially through site tours. Shareholders’
Clubmembersarealsoeligible for firstaid training

As of December 31, 2007 viathe French Red Cross, with which we have a

Institutional shareholders owning partnership.

at least 5% of the share capital % of share capital The following Club events are scheduled for the first
Greenlight Capital 10.6 halfof2008:

Dodge & Cox 9.9 e February 20, 2008: Innovation Conference.
Barclays Global Investors 5.9 * March 12,2008 and May 27, 2008: Firstaid classes
Groupe Bruxelles Lambert® 3.9 (FrenchRed Cross).

Compagnie Nationale a Portefeuille @ 13 *June 16,2008: Tour of the Balan plant in eastern
Other institutional shareholders 58.3 France.

including holders of ADRs 3.6

Individual shareholders 9.1

Arkema employees ® 1.0

(a) Groupe Bruxelles Lambertisjointly controlled by the Desmarais family and Frére-Bourgeois
S.A.;Frére-Bourgeois S.A.’sinterestin Groupe Bruxelles Lambertis held mainlyviaits directand
indirectinterestsin Compagnie Nationale a Portefeuille.

(b) Based onthe definition ofemployee shareholder withinthe meaning of Article L. 225-102 of the
French Code of Commerce.

Shareholder base by region InArkema’s first year of

participation, ourinvestor relations initiatives
earned usfifth placeinthe CACMID100 category for
Best Shareholder Relations at the Fils d’Orawards,

@ France 23% held onOctober 18,2007 and organized by the
United Kingdom 18% La Vie Financiére magazine and business daily
Rest of Europe 11% Les Echosin partnership with Synerfil.

@ North America 45% Arkemawasalsoawinnerin Swiss daily Agefi’s 2007
Rest of the World 3% Corporate Governance Awards, taking second prize

inthe Governance Process category. The award
recognizesthe strides we have made in governance.
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2008 calendar

February 15, 2008—-Release of 2007 full-year sales

March 5,2008—-Release of 2007 results

Aprilg, 2008—-Shareholderinformation meetinginLyon

May 14,2008 —Release of first-quarter 2008 results

May 20, 2008 —Annual Shareholders’ Meeting in Paris

June 2,2008-Shareholderinformation meeting in Nantes

June 10, 2008-Shareholderinformation meetingin Lille

August 7,2008—Release of interim 2008 results

October 20, 2008-Shareholderinformation meeting in Bordeaux
November 13, 2008 -Release of third-quarter 2008 results
November 21-22,2008 - Salon Actionariainvestor fair in Paris
December 4,2008-Shareholderinformation meeting in Marseille

Contacts

Arkema

Investor Relations

420rue d’Estienned’Orves
92705 Colombes Cedex, France
Fax:+33149005024
www.finance.arkema.com

Individual shareholders:
actionnaires-individuels@arkema.com

CAIE TN 0 800 01 00 01) (France only)

24/7:real-time share price, financial calendar,
news and financialinformation.
Anindividualshareholderadvisorisavailable
Monday to Friday, from 9:00a.m.to12:30 p.m.and
1:30t0 5:00p.m. Thisservice can bereached from
outside France by dialing+33 1490082 01.

Institutional shareholders:
investor-relations@arkema.com

Share performance since IPO:
up 63% atDecember 31,2007

Arkema share performance versus the SBF 120
and DJ Stoxx Chemicalsindexes

Y
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 Arkema
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IPOprice:€27.50
PriceonDec.31,2007:€44.94

High:€50.88

Low:€24.94

Performance since IPO on May 18, 2006:
Arkema: up 63.42%at December 31,2007
SBF120: up13.71%

DJ Stoxx Chemicals: up 49.82%

Average daily traded volume in 2007: €11 million

Fact sheet for the Arkema share

¢ |PO: May 18,2006

* Market capitalization on Dec. 31, 2007: €2.7 billion
e Number of shares onDec. 31,2007: 60,453,823

e Parvalue: €10

e Freefloat: 100%

e Listed on: Euronext (Paris) stock exchange

¢ Indexes: SBF 120, CAC MID 100, D) STOXX Chemicals
¢ |SIN code: FR0010313833

o Eligible for the Deferred Settlement Service (SRD) and
French equity savings plans (PEA)

Registrar: BNP Paribas Securities Services

GCT Emetteurs—Immeuble Tolbiac

75450 Paris Cedex 09, France

Toll-free number: 0800115 153

E-mail: arkema-actionnaires@bnpparibas.com
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TRANSFORMATION

Growth through innovation

Whether creating next-generation materials, designing ever more efficient processes
to support sustainable development, improving products or working with customers
to develop innovative applications, Arkema’s R&D teams are critical drivers of our

growth strategy.

7

Nanostrength® and
Graphistrength®: Arkema’s
nanomaterials

Nanostrength®isanew line of block copolymers based on
Arkema’s proprietary technology and anionic, controlled radical
polymerization process. These copolymers make materials
tougherwhile maintaining key properties of the matrixinto which
theyareincorporated.

Graphistrength®is the brand name for multiwall carbon nanotubes
developed by Arkema. When properly dispersed, they impart
outstanding mechanical strength and electrical and thermal
conductivity to the material or medium to which they have been
added.

Nanostrength®and Graphistrength® materials have applications
inawide array of markets, including advanced aerospace
materials, sports equipment, automotive manufacturing, electrical
and electronic components, high-performance adhesives, tires,
industrialrubberandthermoplastic elastomers.

26 ARKEMA 2007

Toward the chemical industry of the future
Arkema’s R&D competencies are unquestionably
one of ourmostvaluable competitive advantages.
R&D enjoys funding equal to almost 3% of our sales,
and benefits from the skills and expertise of our
1,400researchersandaninternational base of six
research centersin France, the United States and
Japan. Ourcommitmenttoinnovation concentrates
ourinvestments on high-value-added activities,
especially Performance Products, which accounts
fornearly half of our R&D budget. Our projects are
truly groundbreaking, setting the stage for
next-generation processesand products. They
support sustainable development, notably through
theincreasing use of renewable raw materials and
inputs that promote the energy solutions of the
future. Notable examplesinclude nanostructured
materials and related cutting-edge applications,
the use of technical polymersin photovoltaic

and fuel cells, and the utilization of bioresources
and asphalt additives.

Materials designed to perform

Carbon nanotubes for the materials of tomorrow
The pilot facility that produces Graphistrength®
carbonnanotubesatour Lacqresearch centerin
southwestern France explores applications for
carbonnanotubesandincreases ourknowledge of
their physical, chemical and toxicological
properties, so that carbon nanotubes can eventually
be manufactured onanindustrial scale.



Technical fluoropolymers for fuel cells

OurKingof Prussiaresearch centerin the United
Statesis developing fluoropolymer membranesin
partnership with other manufacturers, to produce
fuelcellsthat will supply clean, efficient energy for
tomorrow’s transportation. The research program
has beenawarded funding by the U.S. Department
of Energyforaperiod of three years.

Molecular sieves for medical use

Patients suffering from respiratory insufficiency
needareliable source of oxygen-enriched air.
Arkema’s subsidiary CECA has developed new
grades of Siliporite® molecular sieves that
concentrate oxygen fromambientairto producean
airflow containing more than 90% oxygen. The
systemworks by filteringroomairthrough zeolite,
aporous mineral whose nanometer-size cavities
separate nitrogen from oxygen molecules.

Arange of partnerships with customers
Arkemaaimstobeaninnovative supplier by
emphasizing the development of new products and
applicationsinsynergywith customers. At the same
time, we are stepping up our presence and visibility
inkey markets, especially sports equipment,
through top-of-mind campaigns to strengthen and
link ourrespective brands. Aprime exampleisthe
Pebax®brand, which hasbeenselected by several
sporting goods manufacturers — itis used by Lotto
foritsrevolutionary soccer shoe, the first without
laces, Asics forits upscale running shoes,

Le Coq Sportifforitsnewrugby shoe styles, worn at
the 2007 Rugby World Cup, and Fischer forits Nordic
skiboots.

Asphalt additives
for “greener” streets

CECAis marketing a next-generation additive derived from
ourR&D thatreducesthe applicationtemperature of coated
materials forroad surfaces from 170° Cto120° C. Added
toasphaltintiny quantities, this surfactant-base additive,
made more than 50% from renewable raw materials, offers
many advantages, including reducing energy use and gas
emissions by 20 to 50% and offering more comfortable
working conditions forroad crews.

Y
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TRANSFORMATION

Corporate governance

~

_

Arkema has created a corporate governance organization that
emphasizes and carefully monitors the effectiveness of our
organizational, internal control and decision-making processes.

The Board of Directors determines the strategic vision of the
company and ensures its implementation.

The Executive Committee is responsible for implementing the
company'’s strategic vision through day-to-day management.

_

Board of Directors

Left to right, front row: Messrs. Jean-Pierre Seeuws, Thierry Le Hénaff, Laurent Mignon;
back row: Messrs. Philippe Vassor, Francois Enaud, Tidjane Thiam, Bernard Kasriel, Thierry Morin.
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Board of Directors

The Board of Directors comprises eight directors, six of whom
aredeemedtobeindependent (indicated by an asterisk) under
the criteria specified inthe Board of Directors’ bylaws.

Thierry Le Hénaff

Bornin1963, Thierry Le Hénaff holds degrees from France’s
Ecole Polytechniqueand Ecole Nationale des Ponts et
Chausséesengineering schools and a Master’s degreein
Industrial Management from Stanford University in the United
States. He was appointed Chairman and Chief Executive Officer
of Arkemaon March6,2006.

Francois Enaud*

Bornin1959, Francois Enaud is a graduate of France’s Ecole
Polytechniqueand Ecole Nationale des Ponts et Chaussées
engineering schools. He has been Chairman and Chief Executive
Officer of Stériasince 1998.

Bernard Kasriel*

Bornin1946, Bernard Kasrielis a graduate of France’s Ecole
Polytechniqueengineering schooland hasan MBA from
Harvard Business Schooland INSEAD business school. He was
appointed Vice Chairman & Chief Operating Officer of Lafarge in
1995 and was Chief Executive Officer there from 2003 to end-
2005.He has beenaManaging Partnerat LBO France since
September2006.

Laurent Mignon*

Bornin1964, Laurent Mignonis a graduate of France’s Hautes
Etudes Commercialesbusiness school and the Stanford
Executive Program. He has served as Managing Partner of
private bank Oddo & Cie since September 2007.

Thierry Morin*

Bornin1952, Thierry Morinis a graduate of Université de

Paris IX-Dauphineand a Chevalier de la Légion d’Honneur,
desArtsetdes Lettres (Knight ofthe Order of Arts and Letters).
He was appointed Chairman of the Management Board
ofValeoin2001and Chairman and Chief Executive Officer
ofValeoin March 2003.

Jean-Pierre Seeuws
Bornin1945, Jean-Pierre Seeuws is a graduate of France’s Ecole
Polytechniqueengineering school. He was a member of

Total SA’s Executive Committee from 1996 to 2000. Between
2000and 2005, he was General Delegate for Total’s Chemicals
businessesinthe United States and Chief Executive Officer of
Atofina Chemicals Inc.and Total Petrochemicals Inc.

Tidjane Thiam*

Bornin1962, Tidjane Thiamis a graduate of France’s Ecole
Polytechniqueand Ecole des Mines de Parisengineering
schools. He holds an MBA from INSEAD business school. He
was appointed Chief Financial Officer of Prudential Plcand a
member ofthe Company’s Board of Directors in September 2007.

Philippe Vassor*

Bornin1953, Philippe Vassoris a graduate of France’s £cole
Supérieure de Commerce de Parisbusiness schooland a
certified publicaccountantand statutory auditor. He spent
mostofhis career (1975 to 2005) at Deloitte & Touche, where he
was Chairman and Chief Executive Officerin Franceand a
member of the global Executive Group, responsible for Human
Resources, from 200010 2004. He has served as the Chairman
of Baignas SAS since June 2005.

Duties and procedures of the Board of Directors

The Board of Directors, its various committees and the
combined skills of the individuals who serve onthem help to
fosteraculture ofinternal controlappropriate to Arkema’s line
ofbusiness. The Board monitors the Company’s progressin
achievingand implementing our strategic objectives and
oversees the Company’s management. It has decision-making
authority over majortransactions and oversees the quality of
investorinformation provided. The Board meets at least four
timesayearand whenever circumstances sorequire.

Board of Directors activity in 2007
The Board of Directors met seventimesin 2007. The average
attendance was 92.8%.

The agenda forthese meetingsincluded, but was not limited to,
the following subjects:

e Preparation of the financial statements for fiscal year 2006
andreview of quarterly and interim earnings and the
corresponding news releases.
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Executive Committee

From left to right: Messrs. Alain Devic, Pierre Chanoine, Bernard Boyer,

Thierry Le Hénaff, Michel Delaborde, Otto Taken, Thierry Lemonnier and Marc Schuller.
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¢ Annual examination of the reports of the Auditand Accounts
Committee and the Appointments and Compensation
Committee.

* Annualassessmentofthe Board of Directors.

* Assessmentofdirectors’independence.

e Setting of the fixed and variable compensation for the
Chairmanand Chief Executive Officer for fiscal year 2007.

® Determination of limits on the Chief Executive Officer’s
authority toissue guarantees.

e Approvalof stock option plans and plans granting stock
without consideration.

e Review of the conditions governing the Executive Committee’s
compensation.

e Determination of the Company’sinsurance and safety policy.
e Transfer of corporate headquarters and the corresponding
modification of the articles of incorporation.

e Restructuring and acquisition plans within the Company.

Board of Directors’ Committees

The Board of Directors created two standing committeesin
2006, the Auditand Accounts Committee and the Appointments
and Compensation Committee, inaccordance withits bylaws.

Audit and Accounts Committee

The Auditand Accounts Committee is comprised of Philippe
Vassor (Chairman), Jean-Pierre Seeuws and Laurent Mignon,
givingittwo independentdirectorsincluding the Chairman.
Thierry Lemonnier, Arkema’s Chief Financial Officer, is the
Committee’s secretary.

Inselecting the members of the Committee, the Board of
Directors paid particular attention to their financialand
accounting qualifications.

The Audit Committee’sroleis toassist the Board of Directorsin
ensuring effective internal controland reliable information for
investors and financial markets. The Committee’s duties
include:

e Recommending the appointment of statutory auditors and
theircompensationinaccordance with the rules governing
independentauditorappointments.

e Ensuring compliance withthe legislative and regulatory
provisionsineffect when statutory auditors are asked to
performnon-audit services.

e Examining the assumptions and accounting policies used to
prepare the financial statements, examining parent company
annual, interim and quarterly financial statements, and the
consolidated annual, interim and quarterly financial statements
priortotheirexamination by the Board, and examining the
financialinformationinnews releases priorto their distribution.
® Examining the choice and consistency of appropriate
accounting principles.

* Reviewing the implementation of internal control procedures.
¢ Reviewing the scope ofannualauditing programs and work.

¢ Evaluating the system for delegating commitment authority.
* Examining the appropriateness of risk oversight procedures.
e Examining the policy of the Company’s use of derivative
instruments.

e Evaluatingthe major transactions being contemplated by the
Company.

* Keepingregularly informed of developmentsin significant



legaland arbitration proceedings.
e Reviewing the main off-balance-sheet liabilities, especially
the most significant new contracts.

Appointments and Compensation Committee

The Appointments and Compensation Committee consists of
Thierry Morin (Chairman), Francois Enaud and Bernard Kasriel,
who are independent directors. Michel Delaborde, Executive
Vice-President, Human Resources and Corporate
Communications, is the Committee’s secretary.

The Committee performs the following specific tasks:

With respecttoappointments:

* Recommends to the Board of Directors candidates for
appointmenttothe Board and its committees.

e Eachyearpresentstothe Boardalistofthe directorsitdeems
tobeindependent.

e Assists the Board inthe selectionand evaluation of directors,
corporate officers,and directors as Committee members.

* Prepares and presentsanannual reportonthe Committee’s
procedures and performance.

Withrespect to compensation:

® Reviews the primary compensation guidance proposed by
seniormanagement for executives, whether ornot corporate
officers.

* Makesrecommendationsand proposalsto the Board
regarding Company policy on compensation, retirementand
insurance plans, in-kind benefits and the granting of stock
options and shares without consideration, especially personal
grantsto corporate officers.

* Reviews the compensation of Executive Committee members,
including stock option plans and plans for stock grants without
consideration, retirementand insurance plans andin-kind
benefits.

e Reviewsthe process for paying directors’ fees to Board
members and the terms and conditions for the reimbursement
of directors’ expenses, ifany.

Executive Committee

Thierry Le Hénaffis Chairman of the Board of Directors and Chief
Executive Officer of Arkema. To assist him in managing the
Company, the Chairman has created an Executive Committee,
which he chairs. The other Committee members are the
Executive Vice-Presidents of ourthree business segments,

Otto Takken (Vinyl Products), Marc Schuller (Industrial
Chemicals) and Pierre Chanoine (Performance Products), and
the seniorexecutives of the four corporate support functions:
Executive Vice-Presidents Michel Delaborde (Human Resources
and Corporate Communications), Alain Devic (Industrial
Operations) and Bernard Boyer (Strategy), and Chief Financial
Officer Thierry Lemonnier.

The Executive Committee isa decision-making organization
that carries out strategic planning, tracks performance and
examinesimportant organizationalissuesand major projects.
Insupportofourinternal control process, the Executive
Committee:

¢ Setsthe objectives foreach business unit, corporate
departmentand subsidiary, and provides them with the
resources neededtoachieve them.

* Definesinternal control processes and therules for delegating
responsibilities.

* Annually reviews Arkema’s majorareas of risk exposure,
basedonthework of the Risk Assessment Committee.

® Ensuresimplementation of the control processes necessary to
achieve company objectives, with the support of the Internal
Audit Departmentand Internal Control Project.

The Executive Committee usually meets twice amonth. Each
memberisresponsible forensuring compliance with shared
rulesand principlesinthe operations he oversees.

Organization

Arkemaisorganized into three integrated, aligned business
segments, Vinyl Products, Industrial Chemicals and
Performance Products, and 13 profit centers, called business
units. Ourbusinesses are organized into clusters of related
activities. Vinyl Products encompasses chlorochemicals,
Industrial Chemicals deals with the major chemical
intermediates, and Performance Products focuses primarily on
applications.

Ourorganization changedin 2007 with the acquisition on
October1of Coatex, nowthe Specialty Acrylic Polymers
Business Unit within Industrial Chemicals, and the divestment
of our Urea Formaldehyde Resin activities on November 1.

The business unitsare responsible for plant management,
research, sales, marketingand customer relations. Fully
accountable forresults, the units are supported by central
corporate departments that make sure all components work
togethereffectively and seamlessly and also provide ongoing
assistance withaccounting, taxes, legal services, information
systems, humanresources and corporate communications.
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Responsibility

Meeting the legitimate expectations of our
stakeholders throughrisk and environmentalimpact
management, product stewardship, employee
dialogue to support and ease change, and
attentivenessto our neighbors and communities.
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RESPONSIBILITY

Industrial safety

Expertise, organization and vigilance in a global process designed

to achieve excellence.

safety in action s

A shared safety culture under the Safety
inAction®banner

Arkema’s Executive Committee approvesand
promotesoursafety process, whichisdefined atthe
corporate leveland distributed globally. The process
involves the deployment of safety management
systems, targeted consulting and support
initiatives, scheduled of controlaudits, and the

E-learning harnessed
to enhance prevention

Many health, safety and environmental protection topics

are commonto allof our production plants and ideally suited to
e-learning. E-learning offers number of benefits, including
saving time and moneyvia shared modules, teaching materials
designed and developed by professionals that are more
appealingand more effective, and consistent messages to

build ashared globalsafety culture.

The content of eachtraining moduleis prepared by a
specialized in-house team, adapted by teaching professionals
and puttogetherbyamedia consultant. The modules are then
translated into several languages so that they can be usedin
production plantsinourvarious host countries.

Aninitialtrio of safety modules — on legionellosis prevention,
explosive atmospheres and individual movement — is
currently being tested.
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involvementofallemployees, regardless of their
reporting level or business. This ongoing initiative,
cascaded worldwide underthe Safetyin Action®
banner, involves three fundamental, interlocking
parts:

¢ Atechnical componentthat deals with major risk
preventionatour facilities and hazardous materials
transportation. Itinvolvestaking steps toimplement
appropriate prevention and protection measures as
early as possible, during process planning,
installation design, equipment selection and
manufacturing procedures definition.

* Acomponent concerned with the quality of
operations, including the deployment of
management systems tailored to the specific needs
ofeach plantandanalysis supportresourcesthatare
frequently upgraded. Our safety management
systemsare regularly audited and certified by
internaland outside auditors, based on the
International Safety Rating System (ISRS) and
Arkema guidelines and recommendations.

e Ahumanresources, behavioral component,
targeting everyone at our production plants, Arkema
and contractoremployees alike, because improving
industrial safety performance fostersashared
safety culture.

Building on practical, everyday measures

Arkema deploys the Safetyin Action® program
worldwide toimprove personaland collective safety
practicesand provide our plants with practical,
universaltools that can be cascaded to all facilities:
e “Highlights” are quarterly meetings that allow
teams at every facility to discuss safety after
watchingashortvideo shotatanArkema plant. Each
videoisbhased onasafety-related situation
submitted by localteams. The team members whose



scenarioisselected performasactorsintheirvideo.
Distribution of these videos provides an opportunity
toanalyze common practicesinthefieldand involve
employeesinimproving safety habitsand
eliminating unsafe behaviors.

2007 “Highlights” topicsincluded complacency
aboutrisksat Leunain German; proper posture and
body mechanics at Matamoros in Mexico; and the
implementation of procedures at Balanin France. In
supportofourglobaldrugandalcoholaddiction
prevention campaign, a video devoted to this topic
was filmed at France’s Jarrie plant.

e All production facilities worldwide have an
orientation procedure to informyvisitorsand carriers
aboutArkema’sindustrial safety standards and to
educate themabout compliance with safety rules.
We make sure they understand safety instructions
by having them watchavideo and passatestabout
facility safetyrules.

e Ourdeployment of Health Safety Environment
Quality (HSEQ) management systems has been
supplemented by additionaltraining inthose areas,
including personal HSEQ training plans forall
reporting levels up toandincluding business unit
managers.

For the second year in a row, the lost time injury
rate, encompassing both our own and contractor
employees, fell by more than 30%. We will continue
our safety initiatives and work toward becoming
one of our industry’s “best in class.”

The same concern for product transportation
safety

Arkemahas ateam of safety experts dedicated to
identifying and minimizing the hazards associated
with product transportation. Inmany cases, we
transportby barge, which offers many logistics
advantages, excellent safety conditions and lower
environmentalimpact. The same concern has made
Arkema one of the main partners of Modalohr, a
trans-Alpinerail service. We account for over 10% of
the goods carried.

Inaddition, suppliers are required to undergo audits
basedontherating system specific to each mode of
transportation: Safety Quality Assessment System
(SQAS) forroad transportation, Chemicals
Distribution Institute (CDI) for maritime
transportationand European Barge Inspection
System (EBIS) forinland waterway transportation.

Lost time injury rate

53

2005 2006 2007

Total recordable
injury rate, with and
without lost time

1.3

2005 2006 2007
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RESPONSIBILITY

Product stewardship

Making sure our products are safe for the environment and human health

atevery stagein their life cycle.

Affirming our commitment to sustainable
chemistry

Arkema’s endorsement of the International Council
of Chemical Associations’ (ICCA) Responsible Care®
Global Charter signals our desire to continue moving
forward with our commitmentto Responsible Care,
initiated more than 15 years ago by the global
chemicalindustry. In practical terms, this means a
renewed emphasis onimproving our performancein
the areas of health, safety and environmental
protection, stakeholder dialogue and product
stewardship.

Assessingrisks at every stage in the product

life cycle

Arkema takes care to market products thatare safe,
environmentally and health friendly, and useful to
the community. Product stewardship means making
sure that products do notjeopardize human health
and safety orthe environment at any stage of their

N=

‘ ‘ Arkema’s dedicationto building aninnovative, fully
responsible chemical business prompted usto signthe
Responsible Care®Global Charter. We must meet the needs,
expectations and demands of current and future generations —
thatiswhatbeingasocially responsible chemical manufacturer
means, and thatis the philosophy that underpinsour
sustainable development process.”

Thierry Le Hénaff Arkema Chairman and Chief Executive Officer
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life cycle, including development, production plant
design, manufacturing, transportation, marketing,
useanddisposal. This proactive, voluntary policy
requires the cooperation of all participantsinthe
product chain, from raw material suppliers to
carriers, retailers, sales and marketing
professionals,and end-use customers.

Arkema’s toxicologists and ecotoxicologists
continuously enlarge what we know about the
properties of our chemicals. For years they have
beenworking with other professionals through
international High Production Volume (HPV)
programs, either those of the International Council
of Chemical Associations (ICCA) orofthe U.S.
Environmental Protection Agency (EPA). HPV
programs thoroughly assess the risks associated
with chemicals producedandsoldin large
quantities. The assessments provide more
information aboutinherent hazards and assess
potential exposure levels during aproduct’s life
cycle. The goalisto eliminate all hazards for users.

REACH as an opportunity forimprovement
Successfully implementing REACH

Asthe publicvoices legitimate expectations
regarding healthand environmental protectionand
concernsabout the long-termimpact of chemicals,
Arkema sees REACH as anotherway of continuously
improving what we know about our chemicals, their
safe use and what we may be able to dotorestore the
general public’s faith inthe chemicalindustry.



By leveraging the innovative capabilities of our R&D,
we also plan to take advantage of the inevitable
changestheimplementation of REACH will bring to
the chemical marketplace.

Dedicated resources

In preparation forthe projected workload increase,
we expanded our staff of toxicologists and
ecotoxicologists and created positions to prepare
registration dossiers. We have already compiledisa
list of the substances we produce and import,
verified existinginformation and identified gapsin
data. Thisanalysisis constantly refined as our
productlinesevolve.

Usually emerging fromindustry associationsand
groups, thefirst “consortiums” have been
establishedto prepare joint registration dossiers.
REACHisbased onsharing data, whichmeansa
single, jointdossier must be submitted foreach
substance by alead registrant, witheach
manufacturer orimporterinvolved submitting other
informationindividuallyina separate dossier.
Arkema has aportfolio of some 430 substances, and
35to40are expectedtobe subjecttothe
authorization procedure. The business units
affected areincorporating this requirementinto
their strategy, and substitution programs are under
way. However, most of the work to be done now
involves preparing registration dossiers,
particularly forthe 150 substances subjectto the
firstdeadlinein November 2010.

The active phase
of REACH begins in 2008

Formally adopted on December 18, 2006 by the European Union’s
Councilof Environment Ministers, the REACH regulation became
effectiveonjune1,2007. The focus during 2008 will be on pre-
registration, an essential stage inthe REACH process that will
lastfrom June 1to November30. Companies that pre-register
every substance they make orimport will be allowed to continue
marketing them and granted extensions to prepare registration
dossiers, depending onthe tonnagesinvolved.

REACH’s impact on Arkema

¢ 430substancesrequiring aregistration dossier.

¢ 35t0 40 substances subjectto the authorization procedure.

e Qverisosubstancesrequiring registration between now and
November2010.

e Acompliance cost of €5 million peryearbetween 2007 and 2018.
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RESPONSIBILITY

Environmental

stewardship

A continuous improvement process to reduce
our environmental footprint, optimize the use of natural

resources and conserve energy.

Greenhouse
gas emissions
(metric MTCDE)

1990 2007 2010

Reducing our environmental footprint

Arkema’s continuous improvement processis based
onacorporate policyimplemented at ourindustrial
facilitiesand on the deployment of specificaction
plans.Toachieve alevelof performance that
exceeds therequirements ofapplicable regulations,
Arkemahasintegrated environmental protection
into our management system. Most of our plants
have earned environmental certification, usually
basedontheISO14001standard, chosenbecause it
isaninternationalbenchmark. However, depending

Change (UNFCCQ).

Arkema Changshu cuts emissions
by six million metric tons of
carbon equivalent

Arkema’s plan calls forincinerating the HFC 23 coproduced
during HCFC 22 manufacture. Incineration will reduce annual
emissions by an estimated amount of nearly six million metric
tonsof carbon equivalent. The process has beenregistered
with the Clean Development Mechanism Executive Board, an
arm ofthe United Nations Framework Convention on Climate

Once the installation is up and running, our total greenhouse
gas emissions will fall by more than 60%, a sixfold reduction
since 1990, the baseline year of the Kyoto Protocol.
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onthe localsituation, some sites have selected
otherstandards, suchasthe Responsible Care
Management System (RCMS).

EachArkema plantusesaprecise procedure to
pinpointitsimpact onlocalwater, air, waste, noise,
odorsorsoil,and establishits priorities foraction.
Regularenvironmental analyses track our progress
and set newimprovement targets. Each facility
thoroughly and systematically monitorsits
discharges, emissions and waste. All environmental
dataare collected and compiled at the corporate
leveland published annually in thisreport.
Minimizing the environmentalimpact of industrial
operations also means optimizing the use of natural
resources, especially water, energyand raw
materials. Our plants use only what wateris
necessary fortheir operations. Energy efficiencyis
another core operating principle of our facilities.
New production units factorenergy management
into their choice of processes and equipment from
the design stage forward.

Continued reduction of emissions

Concerned with maintaining water and air quality
and mitigating climate change, Arkema pays special
attentiontothreeindicators: chemical oxygen
demand (COD) indischarges to water, volatile
organic compounds (VOC) and greenhouse gas
emissions, especially carbon dioxide (CO,) and
hydrofluorocarbons (HFC). Source reduction,
improved processes, optimized effluent treatment,
training, operatorand maintenance personnel
educationandtheinstallation of sophisticated
continuous analysis devices have helped reduce
discharges towaterand atmospheric emissions at
ourindustrial facilities.



Discharges to water
COD (metric tons)

4,079 4,030 3,689

2005 2006 2007

Air emissions
VOC (metric tons)

8,710

Savingenergyisanimportantaspect of initiativesto
reduce greenhouse gases. Asamajorenergy
consumer, Arkema s constantlyimproving the
energy efficiency of ourinstallations. The in-house
Arkenergy initiative raises employee awareness K
about the need toreduce waste and look for ways to
conserve energy.

2005 2006 2007

Arkema hasbeenworkingtoreduce our greenhouse
gasemissions for years. We cut them by two-thirds
between 1990, the baseline year for the Kyoto
Protocol establishingimprovement targets for

industrialized nations,and 2005. The increase in our Energy efﬁCienCy in France and
emissionsinthe last three years has beendriven by the United States

sharply higher production of Forane® 22 at our
Changshuplantin China, e Duringwork to expand the production capacity of the
chlorine/caustic soda unit at our Fos-sur-Mer plantin France,
anenergyrecovery systemwasinstalled to harness the heat
generated by the electrochemicalreactionused to heatthe
brine forthe electrolysis cells. The new heat exchanger
eliminated the need for most of the steam previously required,
saving more than one metric ton of steam per hourforan
equivalentreductionin CO, emissions.

e Amultidisciplinary team at our Beaumont, Texas, plantinthe
United States, which specializesin thiochemical derivatives
production, studied ways to boost energy efficiency. The
measuresimplemented, especially those affecting steam use,
yielded substantial gas and power savings, which translated
directlyintoa13,500-metric-ton reductioninannual CO,
emissions for the facility.
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A chemical producer

Interested in what the world

around us thinks

By fostering mutual understanding and communication with all stakeholders,
Arkema cultivates close local relationships that help us take into account the
legitimate expectations of society, especially the people working and living near

our production facilities.

Common Ground®: caring about and
communicating with the world around us

Arkema productsareacommon part of everyday life,
althoughmore oftenthannot they go unrecognized.
Consumersare usually unaware of our products’
nature and origin, of the improvements and comfort
that theirapplications make possible and of how our

production plants work.

Common Ground® goes abroad

e In conjunction with neighboring cities, our Quimica de Zaramillo
plantin Spain sat onthe public consultation panelset up by the
Basque government. Anumber ofissues were raised at the first
few meetings, ranging fromthe type of products manufactured to
their potential environmentalimpact and storage facility safety.

* When Altuglas International’s plantin Matamoros, Mexico
celebratedits 20" birthday in May 2007, it highlighted the
importance of healthy community relations to the business
performance of the company, whichis one of the region’s most
remarkable success stories.

e Close collaboration between Arkemaand the municipality of Rho
near Milan, Italy, led to the March 2007 inauguration of adistrict
heating cogeneration unitat the Rho facility. Linked to aremote
heating system, the unitallows us to conserve energy and lessens
environmentalimpact.
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Toimprove familiarity with our activities and with
the economicand social purposes and functions of
our products, we launched the Common Ground®
dialogue and outreach initiative in 2002. Its purpose
istostrengthenand formally organize our
relationships withvarious community partners,
including elected officials, people living and working
nearour plants, publicauthorities, associations and
schools.

Common Ground®was designed to provide us with
opportunitiestolistentoand understand
stakeholder expectations, build lasting trust-based
relationships with local communities and open our
plantsto peopleinterestedinlearning more about
ourindustry.

Arkema monitors local expectations through

the Pierre-Bénite Steering Committee
Establishedin 2003 atthe initiative of the Pierre-
Bénite plant to establish ongoing, constructive
dialogue with stakeholders, the Steering Committee
includesanumberofmostly local public figures
representing the association, political, media,
researchand cultural communities. After several
jointinitiatives — dealingin particular with
environmental protection and sustainable
development — to keep up with changesin
regulatory requirements, currentdiscussionis
focusedoninforming people living and working near
the facility about industrial risks.



Arkema and the French Red Cross partner to teach
life-saving techniques

Arkema’s firstaid training partnership with the
French Red Cross signals our strong commitment to
contributingto civic life and building onthe Common
Ground@initiative. With less than 10% of its
populationtrainedin firstaid, France trails far
behind most other European Union countries.
Doubling the number oftrained first-aiders would
save almost 10,000 livesayear.

What makes the partnership between Arkemaand
the French Red Cross so uniqueis that our courses
areopento people fromoutside the company, living
orworkingnearour plants, who learnside by side
with Arkema employees.

The stated goal of the partnershipis to train 5,000
people by end-2008. Classes have already reached
more than 3,200 people, almost half from outside
Arkema. We owe special thanks to the schools that
have beenso helpfulinsupportingtheinitiative near
several of oursites, including Lannemezan, Jarrie,
BalanandLa Chambre.

Reckoning with the ripple effect of change
Aswe adapt our productionbasetothe ever-
changing requirements of our businesses and their
competitive environment, Arkema both supports
employees affected by job cuts through worker
adjustment programs and deploys initiatives to
revitalize localemployment.

In 2007, forexample, in addition to working
tocomplete earlierinitiatives — notablyin
Saint-Auban, southeastern France, and the worker
adjustment programs atour Loison, Villers
Saint-Pauland Le Havre sitesin northern France
and Pierre-Bénite inthe south — we negotiated
economicrevitalization agreements with
governmentagencies thatdefined appropriate
supportresourcesand committed us to
revitalization initiatives designed to create

nearly 240jobs.

Arkema, a founding member of Fondation ENSIC,
under the aegis of Fondation de France

Created at the instigation of two research professors who
transferred to Ecole Nationale Supérieure des Industries
Chimiques de Nancy (ENSIC) the intellectual property
rights for an original method of teaching liquid-liquid
extraction operations, Fondation ENSIC aims to promote
access to higher education for underprivileged students.
By replacing organic solvents with a nonflammable, inert
water-based mixture, the professors’ developed is an
environmentally friendly, risk-free process for carrying out
a major chemical manufacturing operation. By supporting
the Foundation, Arkema provides financial aid to deserving
students while strengthening longstanding ties with ENSIC
and participating in growth projects. Our involvement in
Fondation ENSIC reflects our desire to support initiatives
that combine innovation with community support.

FD%NDATION
FRANCE

ARKEMA 2007 41



RESPONSIBILITY

Frank, constructive
employee relations

To support changes at Arkema and keep up with an ever-evolving
industry, we base our relationships with employee representatives on

dialogue and trust.

Introducing Arkema’s European
Works Council

We also created a European Works Councilin 2007 underan agreement
thatwasratified on March 21by anumber of European and French labor
unions, including the European Federation of Managersinthe Chemical
and Allied Industries (FECCIA) and France’s Conféderation Générale du
Travail (CGT), Conféderation Francaise de ’Encadrement-Conféderation
Générale des Cadres (CFE-CGC,), Conféderation Générale du Travail-
Force Ouvriére (CGT-FO) and Conféderation Francaise des Travailleurs
Chrétiens (CFTC). Business, employee, financial, environmentaland
organizationalissuesall fallwithin the purview of the European Works
Council. Giventhe way our workforce is distributed in Europe, the
employee representation framework negotiated in 2006 at Arkema calls
forthe French Works Councilto be integrated into the European one.
This contract provision prevents ajurisdictional overlap that would be
detrimentalto effective jointaction and broadens the authority of
French employee representatives to Europe.
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Building an employee relations framework with
allemployee representatives
Sinceitsintroductionin October 2004, Arkema’s
contract-based employeerelations policyin France
has led to the signature ofa number of agreements
coveringavariety of areas, including the employee
savings plan,employee representation, union
rights, and jobs and skills planning.

Arkema France,anArkemaS.A. subsidiary
comprising most of our businessesin France, signed
severalagreementsin 2007, most of which were
ratified by the fullcomplement of labor
organizations. Inadditiontoanagreementon
support for shift workers subject to changes in work
schedules, we sighed anamendmenttothe
memorandum of understanding on unionrightsand
amendments to the agreements providing for early
retirementasaresult of changes planned at
headquartersandthe Lacqand Pierre-Bénite
production plants.

Inother host countries, Arkemaand our subsidiaries
tailoremployee dialogue to the specific national
laws and practices governing employee
representationandrelations between management
and employees.

Model measures to help employees weather
changes at Arkema

Concurrentwith key expansion projects, in 2007 we
announced orintroduced anumber of workforce
adjustment plans to enhance our competitivenessin
France, Germany, Italy and the Netherlands.



Procedures forinformingand consultingemployee
representation organizationsat the corporate orlocal
level provided many opportunities for discussion
concerningeach plan. In France, Arkema presented
several closure and work change plans, striving in
eachcaseto suggestsolutions forallemployees
affected by job cuts. Cases coveredincluded changes
atthe Soveplast plantin Chantonnay; the winding
down of Dorlyl; the Lacg-Mourenx plant’s
restructuring; the Carling plant’s performance
improvement plan; adjustments to activities at the
Pierre-Bénite production facility; restructuring of
CECA’s Feuchy plant; and changesinactivity atthe
Marseille Saint-Menet site.

Arkema presented two other plansinvolving two
Europeanfacilities: the closure of the copolyamide
production line atthe Bonn, Germany, plantand the
shutdown of the unit producing tin derivatives for
agrochemicals atthe Vlissingen plantinthe
Netherlands. Inthe United States, Arkema’s
Functional Additives business unit presented aplanto
revamp the Crosby, Texas, plant.

Loison-sous-Lens, France: effective support
in a challenging environment

Announcedin October2006, the Loison-sous-Lens plant closure
gradually eliminated 57 jobs through March 2008.
Inanunusually tough regionaleconomy, plant management has
marshaled every resource necessary to prepare individual career
plans with each employee and to support local outplacement by
putting peopleintouch with potentialemployersintheregionor
transfers within Arkema forworkers who agree to relocate. By
December 31,2007, all plantemployees had been offered an
outplacementsolution or alternate position; 51 had already
accepted new positions and customized placement support was
being provided to the remaining six.

Employee relations organizations
at Arkema facilities in China

InDecember 2007, the first Employee Representatives Assembly
was elected at Arkema China Investment, our headquartersin China.
The Assembly enjoysinputinto many areas, from salary
negotiationsto safetyandtraining,andisinadditionto the labor
unionsalreadyin place at our Chinese production plants.
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Our people drive our transformation
and growth

Creating, strengthening and motivating effective teams worldwide spurs

our transformation and growth.

Leveraging the company’s international diversity
and stressing career management for employees
International management of Arkema’s human
resources stresses the development of local teams
inallhost countries and features three interrelated

components:

A framework agreement
on jobs and skills planning
at Arkema

was signed inJuly 2007 by a majority of employee labor unions.
Theagreementisacornerstone of ourhumanresources policy,
bringing togetheremployees of all skill levels, their supervisors
and career managers, allkey playersin the career planning
process. It covers the various stages in the working life

of employees, from new hire orientation to annual performance
reviews with supervisors and periodic guidance and
assessment meetings with career managers.

Internal promotion, a core component of human resources
management, meets Arkema’s need for skills while serving as
anincentive for personnel. Employees preparing for promotion
to higher-level positions are offered a support program to
upgrade theirtechnical knowledge and interpersonal skills.
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e Including seniorexpertsin project management
teams when similar expertise is not available locally,
with the expectationthat theywilltransfertheir
skills.

¢ Offering young managers the option of spending
two to three yearsabroadto enrich their career
experience through exposure to different cultures
before they returnto theirhome countries.

e Athree-to six-month apprenticeship program,
dubbed Training Exposure, at one of our plants to
showcase therange of expertise that can be tapped
intothrough interactionand sharing.

Upgrading skills and fostering a shared culture
Givingemployeesthe skillsand resources they need
to help drive technological, socialand economic
changeisamajorfocus of ourtraining. Accordingly,
much of ourtrainingin 2007 dealt with safety, the
environmentand industrialreliability, reflecting our
values and strategy.

The growing use of mentoring helpsto optimize the
quality and effectiveness of training initiatives. It
relies onemployeevolunteerstrained especially for
thejob, who canpassonknowledge within Arkema.
To promote opennessand prevent conflicts,
employee dialogue management seminars were
rolledoutin 2006 and are offered regularly to
supervisory personnelatallof our French
production plants.

Aninternational talent search to secure

our future

Ourrecruiting policy aimsto attract the most skilled
people we canfindto support our transformation
and growth by scouting top junior and senior-level
talent. Arkema’s recruiting efforts target applicants



withaninterestin othercultures, solid interpersonal
skillsand the potential to solve problems and
display initiative. From Paris to Tokyo, Shanghai to
Philadelphia, Arkema scours university campuses
forthetalentthatwilldrive our future performance.
Eachyear, we host nearly 400 interns, who account
for halfof ourjunior-level hires. Eighty managers
were hiredin Francein 2007.

InJapan, where large local companies dominate the
job market, Arkema prospects far upstreamto find
engineerswho might be interestedinjoining us.
Chinaisexperiencinganunprecedented surgein
industrialinvestmentand ourfocus thereison
manager retention.

Inthe United States, where there isa shortage of
chemicalengineers, werecruit through university
partnerships and student sponsorships.

Arkema has compiled a guide, A Galaxy of
Professions, that surveys the wide range of
positions available within the Company. This
resource categorizes positionsaccording to activity,
professionalfield and typical assignment. Human
Resources studies pinpoint our short-and medium-
termneeds, based onour changing workforce and
industrial projects.

Arkema has compiled a guide, A Galaxy of Professions,

that surveys the wide range of positions available within
the Company. This resource categorizes positions
accordingto activity, professionalfield and typical
assignment. Human Resources studies pinpointour
short-and medium-term needs, based on our changing
workforce and industrial projects.

More dynamic career tracks
for non-management staff

Underthe jobs and skills planning agreement, Arkema France’s
Human Resources Department has deployed anaction planto
extend career management to operations, administrative,
technicaland supervisory employees. It will offer workers in this
category new career opportunities through vertical mobility
facilitated by amore active internal promotion policy and lateral
moves to different professional fields and facilities. Adedicated
coordinator’s position has been created toimplement the plan.
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Performance

e

Creating the chemicalindustry oftomorrow — one that
findsinnovative solutions that support sustainable
development — is the challenge met daily by Arkema’s
teams, thanks to their reliable manufacturing culture,

knowledge of markets and solid positions across the

global marketplace. J
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International reach

With operations in more than 40 countries and top-tier positions
in most of its manufacturing activities, Arkema is continuing

to pursue growth by expanding its production base in Europe,
the United States and Asia.

EU rO p e @ Main development projects in 2007
5 O pLanTs
60% of saies

600/0 OF THE WORKFORCE IN FRANCE

-~

150 o OF THE WORKFORCE OUTSIDE EBANCE

North and South America
2O PLANTS

2 2% oF SALES

16% OF THE WORKFORCE

IN NORTH AMERICA AR
+‘%.
. L %,
AS I Calvert City (U.S.A.)
Commissioning of the world’s
1O PLANTS biggest HFC 32 production unit

13% OF SALES

80/0 OF THE WORKFORCE

Rest of the World

5% oF saLes

10/0 OF THE WORKFORCE
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e i , Colombes (France)

Arkema’s new headquarters near Paris

L 4
Changshu (China)

Changhsu is a major Kynar®

and HFC 125 production facility

China/Asia-Pacific
¢ Arkema-Daikin joint venture creates the top
fluorocarbon gas producer in the Asia-Pacific
region

o Technical Polymers: Platamid® copolyamide
powder production capacity doubled

o Febex inaugurates a new Sofibex® sodium
hypophosphite line

 Shanghai: new headquarters
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Diversified markets

O / *
15 - 2070
Chemical industry™,
construction

i

=

x
< 50/ 0
Energy, paper, environment, agrochemicals,

health & personal care, animal nutrition,
sports & leisure, infrastructure & signage
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ol 100"

Coatings & adhesives,
electronics, automotive, general industry,
packaging

*%salesineach market. **Including sales to chemical distributors. %
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Vinyl Products

Sharply increased profitability through a strategy focused
on enhanced competitiveness and business integration.

VinylProducts consists of four business units:
Chlorine/Caustic Soda, PVC, Vinyl Compounds, and
Pipesand Profiles (Alphacan). Itsintegrated
activitiesrange from brine electrolysis to
PVCprocessing.

Thevinylproducts marketisvolatile and shaped by
intense competition. Moreover, chlorochemicals
laborsunder segment-specific constraints. Oneis
energy costs: chlorine and causticsold are
manufactured usinganelectrolysis process that

e

Main figures

(€millions) 2005 2006 2007
Sales 1,387 1,379 1,418
EBITDA 20 38 90

Recurring operatingincome

8 21 65

Capitalexpenditure (gross)

61 76 111

Vinyl Products sales
by business unit in 2007

@ Chlorine/Caustic Soda 22%
© PVC 1%

 Vinyl Compound 17%

@ Pipes and Profiles 20%
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requires roughly 3 MWh of electricity per metric ton
produced. Balancing chlorine and caustic soda,
which are producedin equalamounts but whose
market demand fluctuatesindependently, isanother
challenge.

And growthinthe European marketis sluggish.
Toremainatop-tierchlorochemicals producerin
Europe, in 2005 we introduced a consolidation plan
toenhance the competitiveness of our Vinyl
Products business. The full benefits of the plan,
which includes shutting down uncompetitive
operations and expanding the most efficient, should
be feltby the end of 2008.

Chlorine/Caustic Soda

The Chlorine/Caustic Sodabusiness unit
encompasses membrane cell, diaphragm celland
mercury cellelectrolysis processes and the products
immediately downstream, including caustic soda,
vinylchloride monomer (VCM), chloromethane and
chlorine derivatives.

The Vinyl Products consolidation planresulted inthe
permanent closure of the units manufacturing
chlorine, VCM and some chlorine derivatives at the
Saint-Aubanfacility in France.

Inaddition, through ourinterestin Qatar Vinyl
Company (QVC), we are tracking potential
developmentsinthe Middle East.

PVC

The PVCbusiness unit produces general purpose
and specialty PVCs, asegmentinwhich Arkema
ranks thirdin Europe.



Some of our PVC productionis earmarked for
captive use by Alphacan and the Vinyl Compounds
business unit.

InFrance, the Vinyl Products consolidation plan
resultedinanincreasein specialty PVC production
capacity at the Saint-Auban plant, changes at the
general purpose PVCunitsatthe Balan facility,anda
scaling up of production capacity at the Berre site.

Vinyl Compounds

The VinylCompounds business unit, which has
production plantsin France, Germany, Belgium,
Spainand Italyin Europe andin Chinaand Vietnamin
Asia, manufactures and markets awide array of
ready-to-use products, made by blending PVCand
various additives, including plasticizers, stabilizers
and dyes. The PVCand some of the additives are
sourced from Arkema plants.

Arkemais counting onhighervalue-added PVC
specialties, suchas slush molded PVC powders used
invehicle dashboards and center consoles, to drive
ourgrowthinthissector.

Pipes and Profiles (Alphacan)

The Pipes and Profiles business unit specializesin
PVCextrusionsand consists of a group of
subsidiaries underthe Alphacan banner.
Alphacan’s strategy in the pipes niche consists of
maintainingits positions and consolidating its
competitiveness, while developing new, stronger
wastewater pipes. The company distributes most of
its profile productsin France and southern Europe,
markets that offerattractive growth potential for
higher-end products.

High-transparency Lucalor® CPVC

Arkema makes and markets anew chlorinated PVCresin grade that
combines transparency with the remarkable properties of PVC
material, particularly its fire resistance and heat stability. The new
grade meets the expectations of manufacturers, especially for
sterile food packaging, transparent pipes, credit cards and cell
phones.

A new specialty compounds unit in China

In October 2007, Arkema subsidiary Resinoplastinaugurated anew
unitin Changshu, north of Shanghai. Resichina Engineering
Polymers produces specialty compounds for the local automotive
market, which usesthemto manufacture the synthetic leather used
inautomobile interiors to coverdashboards, center consoles and
doorpanels.

Alphacan branches out into Croatia

Withthe October 2007 acquisition of Prozor, a company specialized
inmarketing of PVC profiles and finish carpentry supplies, Alphacan
continuesto expandin southern Europe by branchingoutinto
Croatia. Thisregioninthe heart of the Balkans offers many logistics
and growth opportunities.
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Industrial Chemicals

Strengthening our global positions, especially in Asia, and developing

strategic manufacturing partnerships.

Industrial Chemicals encompasses six business
units that produce intermediates: Acrylics, PMMA
and Methacrylics, Thiochemicals, Fluorochemicals,
Hydrogen Peroxide and Specialty Acrylic Polymers
(Coatex). Arkemais a global leaderinthese
products, with production unitsin Europe and North
Americafor most major products, such as acrylic
acid, specialtyacrylic polymers, methyl
methacrylate, PMMA, fluorochemicals, hydrogen
peroxide and sulfur derivatives. We also have
extensive operationsinAsia, including local

7

Main figures

(€millions) 2005 2006 2007
Sales 2,406 2,494 2,529
EBITDA 316 267 289
Recurring operatingincome 204 160 178
Capital expenditure (gross) 145 172 124

Industrial Chemicals sales
by business unit in 2007

@ Acrylics 26%

© PMMA and Methacrylics 29%

( Thiochemicals 19%

@ Fluorochemicals 16%
Hydrogen peroxide 10%
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production facilities for fluorochemicals, hydrogen
peroxide and PMMA.

We intend to continue expanding these activities by
strengthening our global positions through new
plantsinAsia, targeted debottleneckingin Europe
and North America, and jointventures with our
leading partners.

Acrylics

The mainAcrylics productsare acrylicacidandits
derivatives, especially acrylic esters, oxo alcohol,
phthalicanhydride and dioctyl phthalate. The main
markets are coatings, superabsorbents, plastic
additives, watertreatment, paperand adhesives.
The business unit leverages its strong marketing
positions and extensive industrial expertise to
consolidate and expandits global activities,
especiallyinAsia, the fastest-growing market.

Specialty Acrylic Polymers (Coatex)

In2007, Arkema acquired Coatex, a company
specializedinthe production ofacrylic polymers,
which are used as dispersants andthickeners. The
primary outlets for these fast-growing specialty
chemicalsinclude the paper, paint, watertreatment,
cosmeticsand textile industries.

PMMA (Altuglas International) and Methacrylics
The PMMA business unit spans methylmethacrylate
through polymethyl methacrylate (PMMA)
production. Altuglas Internationalhas operations
worldwide and two commonly recognized brands,
Plexiglas®in North Americaand South Americaand
Altuglas®inthe restof the world. Its main products
— PMMA granules and cast/extruded sheets —
have applicationsinawide variety of markets,
including the construction, automotive, plumbing,
store sign, electronicsand home appliance
industries.



Altuglas International has parlayeditsinnovations
into new developments, particularly in resins for LCD
screensinAsia.

InDecember 2007, Arkemaannounced plans to
acquire Repsol YPF’s PMMA sheet and block
production business.

Thiochemicals

Inadditiontoits core focus, sulfur chemicals,
Thiochemicals makes other productlines, suchas
amines, oxygenated solvents and rubber additives,
which are produced by MLPC International,
anArkema subsidiary. Its primary markets are
animalfeed, polymers, pharmaceuticals,
cosmetics, naturalgas odorants, solvents and
petrochemicals.

The business unit has production facilities in
Europe andthe United States. In partnership with
itscustomer Novus, it operates the Sulfox unitin
Beaumont, Texas, which produces
3-methylthiopropionaldehyde (MMP), a precursor
of methionine.

InFrance, werolled outa planin 2007 to overhaul
the Lacg-Mourenx production hub to boostits
competitiveness.

Fluorochemicals

Fluorochemicals produces and markets a range of
hydrochlorofluorocarbons (HCFC) and
hydrofluorocarbons (HFC) under the Forane®brand.
These productsare usually usedinrefrigerationand
foamapplications. They are also the monomers for
the manufacture of polytetrafluoroethylene (PTFE)
and polyvinylidene fluoride (PVDF).

Regulatory changesinindustrialized countries are
reducing the use of HCFCsinapplications that
generate emissionsand leading to HCFC
replacementinrefrigeration applications. With this
inmind, our productionbaseis gradually being
adaptedto develop HFC-based mixturesand new
foam substitutes.

The plandeployed in 2007 to revamp the Pierre-
Bénite facility and restore its long-term
competitiveness calls for discontinuing the
production of Forane®22,anHCFCusedin
refrigeration.

Hydrogen Peroxide

The hydrogen peroxide business unitis comprised of
three productlines: hydrogen peroxide, chlorate
and sodium perchlorate, and hydrazine hydrate and
itsderivatives.

Theworld’s third-largest producer of hydrogen
peroxide, Arkema operates five plants: Jarrie,
France; Leuna, Germany; Bécancour, Canada;
Memphis, United States; and Shanghai, China.
Hydrogen peroxideis primarily usedin the pulp,
chemical (including organic peroxides), textile and
electronicsindustries. These markets are growing
steadily, particularly in Chinaand South America.
Theonly Western producer of hydrogen peroxide in
Chinathankstoourrecognized expertise and wide
array of services, we are positioned as the partner of
choice forlocal customers.

+x|- o |
+.
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The Thiochemicals business
unit’sstrategyisbasedon
bolstering productssuchas
dimethyldisulfide (DMDS),
whichwasthe focus oftargeted
investmentstoboost
production capacityinorderto
supply globalrefiningand
petrochemical markets.

Inkeeping with our strategy of
targeted growth, we expanded
production capacity atour
hydrogen peroxide plants, by
20,000 metrictonsin
Bécancour,Canadain2006and
10%in)arrie, France — which
now manufactures 115,000
metrictons peryear — in2007.
Productionwilldouble at the
Shanghaifacility to 80,000
metrictonsayearin2008,and
we have announced plans to
double outputatthe Leuna
plantin Germanyto 80,000
metrictonsin2o10.
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Performance Products

Capitalizing on our highly innovative R&D, making strides
by enhancing our competitiveness and seizing acquisition
opportunities.

Situated downstream from Industrial Chemicals,
Performance Products’ three business units —
Technical Polymers, Specialty Chemicals (CECA) and
Functional Additives — share the objective of
providing theirrespective markets with technical
solutionstailored to customer requirements.

7

Main figures

(€millions) 2005 2006 2007
Sales 1,713 1,784 1,723
EBITDA 102 156 184
Recurring operatingincome 15 71 97
Capital expenditure (gross) 117 87 83

by business unit in 2007

Performance Products sales

@ Technical Polymers 47%
@ Specialty Chemicals 18%
 Functional Additives 35%
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Arkema holds world-class positionsin several niche
markets, especially polyamides 11and 12, PVDF,
molecular sieves, PVC additives (tin-based heat
stabilizers,impact modifiersand acrylic process
aids) and organic peroxides.

Most of our Performance Products are sold under
internationally recognized brands, supported by
innovative customerservice, high value-added
products, and quality customer relationships.

Technical Polymers

Technical polymers comprises three main product
lines — specialty polyamides, PVDF and functional
polyolefins — marketed underinternationally
known brands such as Rilsan®, Orgasol®, Pebax®,
Platamid®, Kynar®, Lotryl®, Lotader®and Orevac®.
To sharpenits competitiveness, Technical Polymers
presentedaplanin2oo7toboostthe productivity of
the Marseille Saint-Menet production facility and
bump up production capacity by 10%. Italso
announced atwo-phase closure of its Bonn,
Germany plant.

Inaddition, plans have beenannouncedto locate a
new Kynar® polyvinylidene fluoride (PVDF)
production unitin China, at our Changshu facility
north of Shanghai, with commissioning scheduled
formid-2010. The new unit will expand our
worldwide Kynar® capacity, giving us three efficient
facilities onthree continents: Calvert City, U.S.A.,
Pierre-Bénite, France, and Changshu, China. We also
doubled our high-performance polyamide
production capacity at the Changshu facility in
September2007.



Specialty Chemicals (CECA)

The specialty chemicals subsidiary, CECA, is
organized around two segments: surfactants/
interfaces and adsorption/filtration. Surfactants/
interface agentsare used chiefly in detergents, oil
and gas production, asphaltand fertilizers.
Adsorption/filtration coversinorganic products
suchasmolecularsieves, diatoms, active carbon
and perlite, which are used mainly in the building,
agrifood, pharmaceuticaland environmental
protection segments.

CECA’s strategyistodevelop high-value-added
productlines by leveragingits knowledge of markets
and developing new applications.

Inacontinuing efforttoboost competitiveness, the
Pierrefitte-Nestalas French sodium hypophosphate
production plantwas shutdowninApril 2007.
CECAalsoannounced plans torefocusits core
specialty surfactant business, including an asset
swap with Akzo Nobelinwhichitacquired Akzo’s
anticaking additivesin exchange forits commodity
primaryamines.

The commissioning of the new Siliporite® molecular
sieve beads lineat Poland’s Inowroclaw facility
raises CECA’s total molecular sieve granulation
capacity — shared betweenthe Inowroclaw,
Poland and Honfleur, France plants — by 30%,
allowing the company to keep pace with strong
growthinthe double pane glass market, especially
inEastern Europe.

Functional Additives

The Functional Additives business unit comprisesa
number of productlines, including polymerization
initiators, PVCadditives, coating additives and
catalysts.

In 2007, 0ngoing efforts to make the business unit
more competitive led to a decision to stop producing
organic peroxides atthe Loison-sous-Lens plantin
France. We alsoannounced changes atour
Vlissingen, Netherlands facility — chiefly the
discontinuation of tin derivatives manufacturing for
agrochemicals — and adecisionto halt the
production of epoxidized soybean oilas part of our
overhaul plan for the Pierre-Bénite facility in France.
AndinDecember 2007, we presented a
competitiveness enhancement plan forour Crosby,
Texas plantinthe United States, which specializesin
the production of organic peroxides.

Tosatisfy fast-growing demand in the Asian
constructionand packaging markets and strengthen
our leadership positioninthe region, we announced
thatwe will double our PVC heat stabilizer
production capacity at the Beijing, China plant.

+x|- . |
+.,
L -

OurnewRilsan Clear®grade —
transparentatanythickness —
gives designers, especially of
signature framesand sports
eyewear, fresh styling options while
deliveringthe same remarkable
toughness, lightness and flexibility
that high-performance polyamides
arerenowned for.

Pebax®Rnew, the first engineering
thermoplastic elastomerrange
made fromrenewableresources,
features anon-fossilcarbon content
of20t090%. Abyproductof castor
oil production, Rnew boaststhe
same outstanding propertiesas
traditional Pebax® while meeting
manufacturers’ needsinanumber
ofindustries like electronics,
athleticequipmentandthe
automotive industry.

Arkemaisdeveloping
BiostrengthTM, a new line of
additives — impact modifiersand a
melt strengthimprover — to
optimize processing and polylactic
acid performance inthe booming
bioplastics market.

Cerexagriwas sold to United
Phosphorus Limited on February 1,
2007, and our urea formaldehyde
businessto Hexion on November1,
2007.
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Simplified financial statements

Balance sheet

31.12.2006 31.12.2007
(In millions of euros) (audited) (audited)
Assets
Intangible assets, net 236 460
Property, plantand equipment, net 1,376 1,525
Equity affiliates: investments and loans 104 42
Otherinvestments 21 24
Deferredincometaxassets 36 18
Othernon-currentassets 121 100
Total non-current assets 1,894 2,169
Inventories 1,036 1,017
Accountsreceivable 1,011 1,000
Prepaid expensesand other currentassets 202 160
Income taxesrecoverable 36 31
Othercurrentassets - 1
Cashand cashequivalents 171 58
Totalassets of discontinued operations 144 -
Total current assets 2,600 2,267
Total assets 4,494 4,436
Liabilities and shareholders’ equity
Share capital 605 605
Paid-insurplus andretained earnings 1,313 1,449
Cumulative translation adjustment (27) (140)
Treasuryshares - -
Shareholders’ equity - group share 1,891 1,914
Minority interests 15 21
Total shareholders’ equity 1,906 1,935
Deferredincome taxliabilities 14 54
Provisions 891 833
Non-current debt 52 61
Totalnon-current liabilities 957 948
Accounts payable 791 786
Other creditors and accrued liabilities 314 290
Income taxes payable 14 15
Othercurrent liabilities - 6
Currentdebt 443 456
Total liabilities of discountinued operations 69 -
Total current liabilities 1,631 1,553
Total liabilities and shareholders’ equity 4,494 4,436




Income statement

End of December 2006 End of December 2007
(Inmillions of euros) (audited) (audited)
Sales 5,664 5,675
Operating expenses (4,879) (4,827)
Researchand development expenses (168) (158)
Sellingand administrative expenses (417) (397)
Recurring operating income 200 293
Otherincome and expenses (92) (72)
Operatingincome 108 221
Equityinincome of affiliates 1 5
Financialresult (10) (15)
Income taxes (59) (104)
Net income of continuing operations 40 107
Net income of discontinued operations 7 17
Netincome 47 124
Ofwhich minority interests 2 2
Net income - Group share 45 122
Earnings per share (amount in euros) 0.75 2.02
Diluted earnings per share (@mount in euros) 0.75 2.01
Depreciationand amortization (211) (225)
EBITDA 411 518
Adjusted netincome 115 186

The consolidated accountsat December 31, 2006 have beenrestated for the disposal of the Cerexagribusinessinapplication of IFRS5.

Cash flow - operating activities

End of December 2006 End of December 2007
(Inmillions of euros) (audited) (audited)
Cash flow - operating activities
Netincome 47 124
Depreciation, amortizationand impairment of assets 218 246
Provisions, valuation allowances and deferred taxes (210) (2
(Gains)/lossesonsales ofassets (5) (96)
Undistributed affiliate equity earnings (@ (5)
Change inworking capital 16 47
Other changes 3 5
Cash flow from operating activities 68 319
Cash flow - investing activities
Intangible assets and property, plant, and equipment, additions (336) (325)
Acquisitions of subsidiaries, net of cash acquired ) (294)
Increaseinlong-termloans (59) (15)
Total expenditures (402) (634)
Proceeds fromsale ofintangible assets and property, plantand equipment 6 88
Proceeds fromsale of subsidiaries, net of cash sold 105
Proceeds fromsale of otherinvestments 10 1
Repayment of long-term loans 38 27
Totaldivestitures 54 221
Cash flow from investing activities (348) (413)
Cash flow - financing activities
Issuance (repayment) of shares 532 5
Dividends paid to Parent company shareholders - -
Dividends paid to Minority shareholders (1)
Increase/ Decreasein long-term debt ©) 9
Increase/ Decrease in short-termborrowings and bank overdrafts (130) (4)
Cash flow from financing activities 395 10
Netincrease/(decrease) incashand cash equivalents 115 (84)
Effect ofexchangeratesand changesinscope (18) (29)
Cashand cashequivalentsat beginning of period 67 171
Cashand cashequivalents of discontinued operations at end of period (14)
Short-term loanto discontinued operations 20
Cashand cash equivalents at end of period 171 58
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Scope

The environmental datain thisreportconcernall of
the facilities operated worldwide by Arkema orone
ofits subsidiaries, regardless of the equity held in
the facilities in question, to the extent that Arkema
hasthe authority toimplementits health, safety and
environmental policies and guidelines.

To facilitate like-for-like comparisons, current year
dataare presented based on the structure foreach
ofthe previous two years. Coatex’s emissions have
notbeenincludedinthe 2007 data.

Methodology

e Toavoid duplication, only direct emissions from
facilities orinstallations operated by Arkemaare
included.

e Inorderto gauge the true environmentalimpact of
discharges to water, datareferto discharges from
treatment facilities.

e Discharge to water flowsareindicated as
additional flows, since pre-existing pollutantsin the
water sampled are notincluded in facility discharge
figures. Thisrule applies only for samplesand
discharges from the same environment.

e The diversity of analytical methods and
regulationsinforceinvarious countries makes it
difficult to consolidate global data for the discharge
of organic matterinto water. Of the two criteria
commonly used to measure organic matter — Total
Organic Carbon (TOC) and Chemical Oxygen
Demand (COD) — thisreport uses COD. For plants
that measure only TOC, adefault COD/TOCratio of
three was applied. This coefficient was usedinthe
European Commission’s decision establishing the
European Pollutant Emission Register (EPER) and in

Environmental Reporting Methodology

The indicators published in this report track performance on the primary
environmental issues raised by Arkema’s operations. They are based on annual
data, from January 1 to December 31, for the years 2005, 2006 and 2007.

the December 24, 2002 French ministerial order, as
amended, concerningthe annual pollutant
emissions filing of environmentally-sensitive
facilities subject to authorization.

e Global consolidation of airemissions datais also
problematicinthe case of non-methane volatile
organic compounds (NM-VOC). The definition of
what constitutes an NM-VOC varies by country, and
especially betweenthe United States and the
European Union. Thisreport uses the definitionin
the Council Directive of March 11, 1999.

¢ Wasteincinerated using company facilities,
whether on-site or off, is counted as onsite
incineration. Thisapplies evenifthe waste was
physically moved from one Arkema facility to
anotherforincineration.

External Verification

The application of reporting procedurestoa
selection of environmentalindicators was verified
by outside verifier Bureau Veritas Certification. Its
verification statementisreprinted on page xx of this
report.



Environmental data

Verification Statement Arkema

ARKEMA asked Bureau Veritas Certification France,
independent Verification Body, to verify some of its
environmental data for 2007 fiscal year.

This verification aimed to assessthe reliability of
thisdata.

The verification field covered:

e Chemical Oxygen Demand: COD,

e \/olatile Organic Compounds: VOC,

e Green House Gas (GHG): CO2 (carbon dioxide),
CH4 (methane), HFC (Hydrofluorocarbons), PFC

(Perfluorocarbons), N20 (Nitrous oxide) and SF¢
(Sulphur hexafluoride).

Bureau Veritas Certification declares that this
statement, based ontheresults of its verification
works, givesitsown opinion. Bureau Veritas
Certification commercialinterests concern only
this third party verification.

Theverified datawas prepared under the
responsibility of the Quality Environment and
Safety Divisioninaccordance with the Arkema
Corporate Directive “Environmental reporting -
Reference D-EO1 / issue 2”.

We have performed following tasksinorder to
verifythe dataisreliable and free from
significanterror:

Head Office Audit:

e Understanding of the scope concerned, which
isboundedtothe sites operated by Arkema,
excepted the 3 sites from the company Coatex,
enteredinto the Arkema group the 15t October
2007, not currently covered by an environmental
dataannual monitoring sytem. The contribution
ofthose 3 sites compared to verified datais
estimated by Arkemaat less than 1% for COD,
VOCand GES emissions.

* Assessment ofthe Corporate Reporting
Procedures based onrelevance and reliability
criteria,

¢ Validationthat the datareported by the sites
are correctly considered for the global
consolidation by the Quality Environmentand
Safety Division.

Sampled sites Audit:

e \Verificationthat the Corporate Reporting rules
andlocalrules arerespected,

e Interview of the staffinvolved inthe process of
collectingand handling data, until the final
calculation of the environmentalindicator for
year 2007,

e Understanding and audit of the organizational
and technical specificities of the sampled sites:
arrangements used to monitor the 3
environmentalindicators (process, treatment
equipment forliquid releases (COD) and
atmosphericreleases (VOCand GHG)).

Onsiteauditsallowed usto verifyinsitu the
equipmentsandtherespect of the arrangements
“declared.” Those sites were sampledin France,
Italy, Chinaand United States. Their contribution
tothe Arkema group global emissions taking into
accountdataverified 2007, is listed below:
COD=16.6%

VOC=26.8%

GHG=3.93%

The dataofthe othersites was verifiedina
centralized way.

Considering thatthereportingreliability of the
sitesauditedin 2006 is maintened in 2007, the

contribution ofthe sites audited on both yearsto
the Arkema group globalemissions, would be for
year2007:

DCO=40,2%

COV=53,3%

GES=86,4%

Based onour verification protocole described
above:

e Nothingindicates us that examined indicators
areinaccurate.

e [tisouropinion that Arkemahas established
appropriate systems for the collection,
aggregationand analysis of data.

Amounts verified for 2007:

COD: 3,688.7 tons of O,

VOC: 6,269 tons

GHG: 9,392,219 tons equivalent CO,

Paris, the 25" February 2008
BUREAU VERITAS Certification France
Romain PETIT

Managing Director
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Environmental indicators

Emissions to air

2005 2006 2007
Volatile organic compounds - VOC (metric tons) 8,710 6,889 6,269
Totalemissions of acidifying substances (metric tons SO, equivalent) 7,342 8,332 7,269
Greenhouse gases (metric TCDE) 8,305 9,581 9,392
Dust (metrictons) 337 474 513
CO (metric tons) 9,425 9,230 9,277
Greenhouse gas emissions (Kyoto Protocol)
in metric kT CDE
co, 2,042 1,796 1,611
N,O 23 33 33
CH, 29 23 23
HFC 6,211 7,729 7,726
PFCand SF, 0 0 0
Totalgreenhouse gases 8,305 9,581 9,392
Discharges to water
COD (metrictonsof0,) 4,079 4,030 3,689
Suspended solids (metrictons) 5,954 6,675 6,127
Waste in metric tons/year
Hazardous waste excluding recycled material 160,559 200,710 198,670
e of which landfilled offsite 2,795 9,479 8,419
Non-hazardous waste 75,926 91,686 84,281




Thisreportwas produced by the External
Communications Department, the Investor
Relations Department, the Sustainable
Development, Environmentand Product
Safety Departmentandthe Industrial Safety
Department, in cooperation with Arkema’s
facilities, business units and subsidiaries.

External Communications

Gilles GALINIER, Jacques BADAROUX
Investor Relations

Frédéric GAUVARD, Stéphanie BERANGER,
Sophie FOUILLAT

Sustainable Development, Environment and
Product Safety

Jean MORCH

Thereportcanbedownloadedin PDF format
atwww.arkema.com
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